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I.  INTRODUCTION 

  This Application seeks Court approval of the Liquidator’s determinations pursuant to 

Insurance Code § 1021(c) to (1) not handle claims against the assets of insolvent Golden State 

Mutual Life Insurance Company (“Golden State”) from claimants in distribution priority classes 2 

through 9 under Insurance Code § 1033 (i.e., no claims after Priority Class 1 Expenses of 

Administration), and (2) not further undertake a proof of claims process in Golden State’s 

liquidation proceeding.  The Liquidator is Applicant Insurance Commissioner of the State of 

California (“Liquidator”).  Court approval is appropriate because the above determinations are 

within the Liquidator’s statutory authority and broad discretion, and are reasonable steps to take 

based upon the following facts. 

  Golden State was a mutual life insurance company domiciled and existing under the laws 

of the State of California.  Prior to 2009, Golden State experienced financial difficulties when its 

assets and investments proved inadequate to support the reserves it required to meet its 

obligations.  

 On September 30, 2009, Los Angeles Superior Court Judge David P. Yaffe appointed the 

Insurance Commissioner to serve as Golden State’s Conservator due to Golden State’s financial 

impairment.  On September 2, 2010, after receiving Court approval, the Conservator and IA 

American Life Insurance Company closed an Assumption Reinsurance Agreement which resulted 

in the successful transfer to solvent insurer IA American of Golden State’s in-force insurance 

policies and annuity contracts at a premium (a substantial benefit to Golden State’s 

policyholders). This transaction involved the transfer to IA American of approximately $71 

million in reserve liability and approximately $60 million in Golden State’s assets including 

Golden State’s commercial mortgage portfolio, bond portfolio, stock portfolio and other assets. 

Golden State retained certain real estate assets and troubled mortgage assets, as well as Golden 

State’s art work (including two historical murals). 

  Thereafter, on January 28, 2011, Los Angeles Superior Court Judge Ann I. Jones 

terminated the Insurance Commissioner’s status as Conservator and ordered and appointed the 

Insurance Commissioner to serve as Golden State’s Liquidator.  The Insurance Commissioner 



 G:\!GRP\!CASES\204-410-04\Pleadings\_No POC\Memo No POC 1.doc 

- 2 - 
MEMORANDUM IN SUPPORT OF APPLICATION FOR ORDERS APPROVING LIQUIDATOR’S 

DETERMINATIONS TO NOT HANDLE CLAIMS IN PRIORITY CLASSES 2 THROUGH 9 AND TO NOT 
UNDERTAKE A PROOF OF CLAIMS PROCESS; AND DECLARATIONS 

 

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28
Epstein Turner Weiss 

A Professional Corporation 
633 West Fifth Street 

Suite 3330 
Los Angeles, CA 90071 

was appointed to serve as Golden State’s Liquidator because Golden State was insolvent in that, 

as of September 30, 2010, Golden State’s estimated liabilities exceeded its estimated remaining 

assets by over $3.5 million (“Order of Liquidation”).  The Order of Liquidation, among other 

things, placed Golden State into liquidation, vested title to Golden State’s assets in the 

Liquidator, directed the Liquidator to liquidate and wind up Golden State’s business, and 

provides the Liquidator with broad discretion and authorities to complete Golden State’s 

liquidation. 

 As part of the Court’s Order of Liquidation, the Court established December 31, 2011 as 

the first Claims Bar Date.  The Claims Bar Date is the date that claims against the assets of 

Golden State must be filed with the Liquidator.  California Insurance Code §§ 1021-1024. 

Thereafter, on September 28, 2011, July 20, 2012 and December 6, 2013, the Court granted the 

Liquidator’s three applications to continue the Claims Bar Date to December 31, 2012, 

December 31, 2013 and December 31, 2014, respectively.  The Claims Bar Date was continued 

three times because Golden State’s estimated net asset deficiency increased to at least 

$9,000,000 such that it was unlikely Golden State would possess sufficient assets for 

distribution and, therefore, it was premature for the Liquidator to commence a claims handling 

process.   

At this time, as of December 31, 2014, Golden State’s estimated net asset deficiency is at 

least $9,845,436.  Golden State’s remaining assets proved inadequate to meet its remaining 

obligations. Further, as of December 31, 2014, and pursuant to the authorities set forth in 

Insurance Code § 1035(a) and the Court’s Order of Liquidation, Golden State has received 

$716,841 in administrative expense funding from the California Department of Insurance’s 

Insurance Fund to pay Golden State’s liquidation administrative expenses.  The Insurance Fund 

contains monies appropriated for the maintenance of the Department which pursuant to Insurance 

Code § 1035(a) can be used to pay an insolvent insurer’s expenses of administration for the 

insurer’s conservation and liquidation.  The $716,841 received by Golden State to pay Golden 

State’s administrative expenses is an unpaid Priority Class 1 Expense of Administration against 

Golden State’s remaining assets.  Golden State’s remaining assets, however, total only $416,607 
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as of December 31, 2014.  The asset amount of $416,607 consists of Golden State’s remaining 

real estate currently valued at approximately $150,000, Golden State’s remaining Art Collection 

currently valued at $40,000, and Golden State’s remaining cash investments and investment 

income currently valued at $226,607 [$150,000 + $40,000 + $226,607 = $416,607].   

 Based on Golden State’s current net asset deficiency and the current valuations of Golden 

State’s remaining real estate and Art Collection, the Liquidator has determined that Golden State 

will never possess sufficient assets to permit any distribution of money to any priority classes of 

claimants other than Priority Class 1 Expenses of Administration as set forth in Insurance Code § 

1033(a)(1), because the current remaining asset value of $416,607 is less than the Priority Class 1 

liability of $716,841 owed to the Insurance Fund, resulting in a current deficiency to the 

Insurance Fund of $300,324.  This means that there are no assets to permit distribution of money 

to Priority Classes 2 through 9 such that Priority Classes 2 through 9 will not receive any money 

from Golden State’s estate.   

  Based on this deficiency, the Liquidator has therefore further determined that pursuant to 

Insurance Code § 1021(c)(1) he will not handle claims against Golden State’s assets from 

claimants in distribution Priority Classes 2 through 9 under Insurance Code § 1033 (i.e., no claims 

after Priority Class 1 Expenses of Administration), and will not undertake a proof of claims 

valuation process in the Golden State liquidation.  In addition, although not part of this 

application, the Liquidator anticipates that once Golden State’s remaining real estate and Art 

Collection are sold, then the Liquidator will likely decline to continue the liquidation in 

accordance with Insurance Code § 1021(c)(2) and apply for a Court Order approving the 

discontinuance and closure of Golden State’s liquidation.   

  The known claimants in Priority Classes 2 through 9 who will not receive any money from 

Golden State’s estate include: 

1.  Insurance guaranty associations including The National Organization of 

Life and Health Insurance Guaranty Associations having Priority Class 2 

liabilities of at least $1,664,205 for their assumption of non-transferred 

policy obligations; 
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2.  The Pension Benefit Guaranty Corporation having a Priority Class 7 

liability of $5,127,622 for its acceptance of Golden State’s Pension Plan;   

3.  Pitney Bowes, Inc. having a Priority Class 7 liability of unknown amount; 

and 

4.  Certificate of Contribution holders having Priority Class 7 liabilities 

including accrued interest of $2,444,234.   

 Notice of this application and the requested Orders is being provided to these claimants.  

 It is necessary to not handle a proof of claims process because the Liquidator estimates 

that the administrative costs of handling a claims process would be at least $75,000.  This amount 

includes preparing and mailing proofs of claim packages to over 2,200 potential claimants, 

publishing notice in newspapers, and handling the returned proofs of claim packages from 

claimants.  Conducting a proof of claim process would only serve to increase Golden State’s 

administrative expenses, and thereby only increase Golden State’s current deficiency to the 

Insurance Fund. The proofs of claims would go unpaid, and thus no reason exists to incur further 

expenses to adjust them. 

  In sum, there is good cause for the Court to grant this Application.  The Liquidator’s 

determinations are appropriate based on the facts discussed herein and within the Liquidator’s 

statutory authority and broad discretion pursuant to the Order of Liquidation, Insurance Code §§ 

1021 and 1037 and case law including In Re Executive Life Insurance Company (1995) 32 

Cal.App.4th 344, discussed below. 

 

II.  FACTUAL BACKGROUND. 

  Golden State was a mutual life insurance company domiciled and existing under the laws 

of the State of California.  On September 30, 2009, Los Angeles Superior Court Judge David P. 

Yaffe appointed the Insurance Commissioner to serve as Golden State’s Conservator due to 

Golden State’s financial impairment.  (Declaration of Scott Pearce (“Pearce Dec.”), ¶ 6.)       

 On September 2, 2010, after receiving Court approval, the Conservator and IA American 

Life Insurance Company (“IA American”) closed an Assumption Reinsurance Agreement which 
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resulted in the successful transfer to solvent insurer IA American all of Golden State’s in-force 

insurance policies and annuity contracts (a substantial benefit to Golden State’s policyholders) 

and the transfer to IA American of approximately $71 million in reserve liability and 

approximately $60 million in Golden State’s assets including Golden State’s commercial 

mortgage portfolio, bond portfolio, stock portfolio and other assets.  (Pearce Dec., ¶ 7.) 

  On January 28, 2011, Los Angeles Superior Court Judge Ann I. Jones terminated the 

Insurance Commissioner’s status as Conservator and ordered and appointed the Insurance 

Commissioner to serve as Golden State’s Liquidator.  The Insurance Commissioner was 

appointed to serve as Golden State’s Liquidator because Golden State was and remains insolvent 

in that, as of September 30, 2010, Golden State’s estimated liabilities of $9,291,895 exceeded its 

estimated remaining assets of $5,721,154 by over $3.5 million.  The Order of Liquidation, 

among other things, placed Golden State into liquidation, vested title to Golden State’s assets in 

the Liquidator, directed the Liquidator to liquidate and wind up Golden State’s business, and 

provides the Liquidator with broad discretion and authorities to complete Golden State’s 

liquidation.  (Pearce Dec., ¶¶ 8-9; Order of Liquidation, Exhibit 1.)     

Also on January 28, 2011, as part of the Court’s Order of Liquidation, the Court 

established December 31, 2011 as the first Claims Bar Date.  The Claims Bar Date is the date that 

claims against the assets of Golden State must be filed with the Liquidator.  On September 28, 

2011, July 20, 2012 and December 6, 2013, the Court granted the Liquidator’s first, second and 

third applications to continue the Claims Bar Date to December 31, 2012, December 31, 2013 and 

December 31, 2014, respectively.  The Claims Bar Date was continued from December 31, 2011 

to December 31, 2014, because Golden State’s estimated net asset deficiency was increased to at 

least $9,000,000 such that it was unlikely Golden State would ever possess sufficient assets for 

distribution and, therefore, it was premature for the Liquidator to commence a claims handling 

process.  (Order of Liquidation, ¶ 32, Exhibit 1; Declaration of Michael R. Weiss (“Weiss Dec.”), 

¶ 5; Orders Granting Liquidator’s Application For Order Continuing Claims Bar Date, Exhibits 2-

4.)   
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Golden State’s financial statements as of December 31, 2014 establish an estimated net 

asset deficiency of $9,845,436, in that as of December 31, 2014 estimated liabilities are 

$10,262,042 and remaining estimated assets are $416,607.  As of December 31, 2014, Golden 

State has received $716,841 from the California Department of Insurance’s Insurance Fund to pay 

Golden State’s liquidation administrative expenses.  The $716,841 received by Golden State to 

pay Golden State’s administrative expenses is an unpaid Priority Class 1 Expense of 

Administration against Golden State’s remaining assets.  (Pearce Dec., ¶¶ 10-14; Exhibit 5.)   

The Liquidator began a process of realizing upon Golden State’s remaining assets, but the 

sums on hand and expected to be recovered through this process will not suffice to justify a proof 

of claim process.  Currently there are two categories of Golden State’s assets to be liquidated by 

the Liquidator:  (1) real estate now valued at approximately $150,000, and (2) artwork commonly 

known as Golden State’s Art Collection whose value is estimated to be at least $40,000.  In 

addition, Golden State’s assets include remaining cash investments and investment income 

currently valued at $226,607.  The three assets total the $416,607 reflected as Golden State’s 

remaining assets.  The real estate is under contract and the Art Collection remains for sale.  The 

Liquidator has received an offer from the County of Los Angeles through its Los Angeles County 

Arts Commission ("County") for the Liquidator to sell Golden State’s Art Collection to the 

County for $65,000.  (Pearce Dec., ¶¶ 15-16.) . 

 Based on Golden State’s current net asset deficiency and the current valuations of Golden 

State’s remaining real estate and Art Collection, the Liquidator has determined that Golden State 

will never possess sufficient assets to permit any distribution of money to any priority classes of 

claimants other than Priority Class 1 Expenses of Administration as set forth in Insurance Code § 

1033(a)(1), because the current remaining asset value of $416,607 is less than the Priority Class 1 

liability of $716,841 owed to the Insurance Fund, resulting in a current deficiency to the 

Insurance Fund of $300,324.  Based on this deficiency, the Liquidator has therefore further 

determined that pursuant to Insurance Code § 1021(c)(1) he will not handle claims against Golden 

State’s assets from claimants in distribution Priority Classes 2 through 9 under Insurance Code § 
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1033 (i.e., no claims after Priority Class 1 Expenses of Administration), and will not undertake a 

proof of claims process in the Golden State liquidation.  (Pearce Dec., ¶¶ 17-18.)     

  The known claimants in Priority Classes 2 through 9 who will not receive any money from 

Golden State’s estate include: 

1.  Insurance guaranty associations including The National Organization of 

Life and Health Insurance Guaranty Associations having Priority Class 2 

liabilities of at least $1,664,205 for their assumption of non-transferred 

policy obligations;  

2.  The Pension Benefit Guaranty Corporation having a Priority Class 7 

liability of $5,127,622 for its acceptance of Golden State’s Pension Plan; 

3.  Pitney Bowes, Inc. having a Priority Class 7 liability of unknown amount; 

and 

4.  Certificate of Contribution holders having Priority Class 7 liabilities 

including accrued interest of $2,444,234.  (Pearce Dec., ¶ 19.)     

 Notice of this application and the requested Orders was provided to these claimants.  

(Weiss Dec., ¶ 4; Proof of Service.) 

 It is necessary to not handle a proof of claims process because the Liquidator estimates 

that the administrative costs of handling a claims process would be at least $75,000.  This amount 

includes preparing and mailing proofs of claim packages to over 2,200 potential claimants, 

publishing notice in newspapers, and handling the returned proofs of claim packages from 

claimants.  Conducting a proof of claim process would only serve to increase Golden State’s 

administrative expenses, and thereby only increase Golden State’s current deficiency to the 

Insurance Fund.  (Pearce Dec., ¶ 20; Weiss Dec., ¶ 3.) 

 

// 

// 

// 

// 
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III.   STATUTORY SCHEME. 

 A.  Establishment of Claims Bar Date. 

After issuance of an order to liquidate an insurer, the Liquidator establishes a claims bar 

date (“Claims Bar Date”) by which claimants to the insolvent insurer’s assets are required to file 

their claims against the insurer, and thereafter the Liquidator publishes in newspapers notice of 

the Claims Bar Date to the insurer’s policyholders, creditors, shareholders and all other persons 

interested in the insurer’s assets.  (Insurance Code §§ 1021(a) and 1022.)  The notice is to be 

“published in a newspaper of general circulation ... in the county in which the proceeding is 

pending, and in the Counties of Alameda, Los Angeles, Sacramento, San Diego, San Francisco, 

and Santa Clara, not less than once a week for four consecutive weeks.”  (Insurance Code § 

1022.)  

Specifically, Insurance Code § 1021, entitled “Notice to claimants,” states in pertinent 

part:  

(a)  Upon the making of an order to liquidate the [insurer’s business], the 
commissioner shall publish notice to [the insurer’s] policyholders, creditors, 
shareholders, and all other persons interested in [the insurer’s] assets.  The order 
and the notice shall require claimants to file their claims with the commissioner, 
together with proper proofs thereof, within six months to one year, at the 
commissioner's discretion, after the date of first publication of such notice, in the 
manner specified in [§ 1010 et seq]; and 
 

Insurance Code § 1022, entitled “Publication of notice,” states in pertinent part:  

The notice shall be published in newspapers of general circulation in geographic 
areas pertinent to the liquidation. The notice shall reference a source, either the 
liquidated company's or the liquidator's Internet Web site, where ongoing 
information for creditors shall be provided. A copy of the notice, accompanied by 
an affidavit of due publication, including a statement of the date of publication, 
shall be filed with the clerk of the court. 
 
 

B.   Liquidator Can Decline to Handle Claims and/or Decline to Continue and 

Abandon the Liquidation. 

  Notwithstanding the establishment of a Claims Bar Date, if the Liquidator determines that 

an insolvent insurer is not likely to possess sufficient assets to permit significant distribution to 
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certain priority classes of claimants, then pursuant to Insurance Code § 1021(c)(1) the Liquidator 

may decline to handle certain claims from classes of claimants.  Further, pursuant to Insurance 

Code § 1021(c)(2), if the Liquidator determines that the insolvent insurer is not likely to possess 

sufficient assets to pay the administrative expenses to liquidate the insurer, then the Liquidator 

may decline to continue, and may abandon, the liquidation.   

  By way of example only, if there are insufficient assets to pay claimants in Priorities 5 

through 9, then using assets to handle such claims lessens assets available to pay claimants in 

Priorities 1 through 4; so the Liquidator is authorized to decide not to handle claims in Priority 

classes 5 through 9.  And if there are insufficient assets to pay an insolvent insurer’s expenses of 

administration, then the Liquidator is authorized to decide not to continue with the liquidation and 

to close the insolvent insurer’s estate. 

  Specifically, Insurance Code § 1021(c), Subsections (1) and (2) states:  

Notwithstanding the provisions of subdivision (a), both of the following apply:  
 
(1) If the commissioner determines that the business subject to liquidation order 
possesses, or is likely to possess, insufficient assets to permit significant 
distribution to a person interested in those assets, the commissioner may decline to 
handle a claim submitted pursuant to subdivision (a), as long as the notice 
requirements of subdivision (a) and Section 1022 are observed. 
 
(2) If the commissioner reasonably determines that the business subject to 
liquidation order possesses, or is likely to possess, insufficient assets to permit 
significant distribution of funds to pay the expenses of administration under this 
article, as provided in paragraph (1) of subdivision (a) of Section 1033, the 
commissioner may decline to continue, and may abandon, the insolvency 
proceeding upon providing notice pursuant to subdivision (a) and Section 1022. 

 

 Insurance Code § 1033(a) provides the distribution priorities for insolvent insurers, which 

states in pertinent part that funds available are distributed in the following order:    

(a)  Claims allowed in a proceeding under this article shall be given preference in 
the following order: 
(1)  Expense of administration. 
(2)  All claims of the California Insurance Guarantee Association or the California 
Life and Health Insurance Guarantee Association, and associations or entities 
performing a similar function in other states, together with claims for refund of 
unearned premiums and all claims under insurance and annuity policies or 
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contracts, including funding agreements, of an insolvent insurer that are not 
covered claims. 
. . . .  
(3)  Claims having preference by the laws of the United States. 
(4)  Unpaid charges due under the provisions of Section 736. 
(5)  Taxes due to the State of California. 
(6)  Claims having preference by the laws of this state. 
(7)  Claims of creditors not included in paragraphs (1) to (6), inclusive. 
(8)  Certificates of contribution, surplus notes, or similar obligations, and premium 
refunds on assessable policies. 
(9)  The interests of shareholders or other owners in any residual value in the 
estate. 
 

 Additionally, pursuant to Insurance Code § 1017(a), the Liquidator at any time during the 

liquidation may apply for an order dissolving the insolvent insurer.  Insurance Code § 1017, 

entitled “Order dissolving corporation,” states in Subsection (a) “In the commissioner's 

application for an order for the liquidation of a domestic corporation, or at any time thereafter, the 

commissioner may apply for, and the court shall make, an order dissolving the corporation.” 

 

IV.  ARGUMENT 

A.  Court Approval of the Liquidator’s Determinations to Not Handle Claims 

From Claimants in Distribution Priority Classes 2 through 9 and to Not 

Undertake a Proof of Claims Process, are Appropriate. 

  As of December 31, 2014, Golden State’s estimated net asset deficiency is at least 

$9,845,436.  Further, as of December 31, 2014, Golden State has received $716,841 in 

administrative expense funding from the California Department of Insurance’s Insurance Fund to 

pay Golden State’s liquidation administrative expenses.  The $716,841 received by Golden State 

to pay Golden State’s administrative expenses is an unpaid Priority Class 1 Expense of 

Administration against Golden State’s remaining assets.  Golden State’s remaining assets, 

however, total only $416,607 as of December 31, 2014.  The asset amount of $416,607 consists of 

Golden State’s remaining real estate currently valued at approximately $150,000, Golden State’s 

remaining Art Collection currently valued at $40,000, and Golden State’s remaining cash 
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investments and investment income currently valued at $226,607 [$150,000 + $40,000 + 

$226,607 = $416,607].  (Pearce Dec., ¶¶ 10-14, Exhibit 5.)   

 Based on Golden State’s current net asset deficiency and the current valuations of Golden 

State’s remaining real estate and Art Collection, the Liquidator has determined that Golden State 

will never possess sufficient assets to permit any distribution of money to any priority classes of 

claimants other than Priority Class 1 Expenses of Administration as set forth in Insurance Code § 

1033(a)(1), because the current remaining asset value of $416,607 is less than the Priority Class 1 

liability of $716,841 owed to the Insurance Fund, resulting in a current deficiency to the 

Insurance Fund of $300,324.  Based on this deficiency, the Liquidator has therefore further 

determined that pursuant to Insurance Code § 1021(c)(1) he will not handle claims against Golden 

State’s assets from claimants in distribution Priority Classes 2 through 9 under Insurance Code § 

1033 (i.e., no claims after Priority Class 1 Expenses of Administration), and will not undertake a 

proof of claims process in the Golden State liquidation.  (Pearce Dec., ¶¶ 15-18.)   

 It is necessary to forego conducting a proof of claims process because the Liquidator 

estimates that the administrative costs of handling a claims process would be at least $75,000.  

This amount includes preparing and mailing proofs of claim packages to over 2,200 potential 

claimants, publishing notice in newspapers, and handling the returned proofs of claim packages 

from claimants.  The cost to mail proofs of claim packages and handle the initial stages of the 

proof of claim process is estimated by the Liquidator to be at least $40,000, and the cost to 

publish notice in the required newspapers is estimated by the Liquidator to be at least an 

additional $35,000; for a total of at least $75,000.  Conducting a proof of claim process would 

only increase the administrative expense to Golden State, and thereby only increase Golden 

State’s current deficit to the Insurance Fund.  (Pearce Dec., ¶ 20; Weiss Dec., ¶ 3.) 

  In sum, given the financial impairment of Golden State, there is good cause for the Court 

to grant this Application.  The Liquidator’s determinations are appropriate based on the facts 

discussed herein and within the Liquidator’s statutory authority and broad discretion pursuant to 

the Order of Liquidation, Insurance Code §§ 1021 and 1037 and case law including In Re 

Executive Life Insurance Company (1995) 32 Cal.App.4th 344, discussed below. 
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B.  The Orders Requested Herein Are Consistent with the Liquidator’s 

Authorities and Discretion under the Court’s Order of Liquidation, the 

Insurance Code  and Case Law. 

  The requested Court Orders are authorized and consistent with the Liquidator’s authorities 

and discretion under the Court’s prior Order of Liquidation (Ex. 1 hereto), the Insurance Code and 

California case law – all of which grants broad powers to the Insurance Commissioner as 

conservator and liquidator of insurance companies, as discussed below.  

First, pursuant to the Order of Liquidation attached hereto as Exhibit 1, the Liquidator is 

“directed as Liquidator to liquidate and wind up the business of Golden State and to act in all 

ways and exercise all powers necessary for the purpose of carrying out [the liquidation]”, is 

“authorized … to do such other acts as are necessary or expedient to collect, conserve, protect 

and/or liquidate Golden State’s assets, property and business,” and is “authorized to take any and 

all action necessary to accomplish the purposes of [the Order of Liquidation].  (Order of 

Liquidation, Ex. 1, ¶¶ 2, 5, 34; as authorized in Insurance Code §§ 1011, 1016, 1037 General 

Powers.) 

Second, Insurance Code § 1037, entitled “Powers of commissioner as conservator or 

liquidator,” provides broad powers to the Insurance Commissioner as conservator and liquidator 

of insurance companies, and state in pertinent part: 

Upon taking possession of the property and business of any person in any 
proceeding under this article, the commissioner, exclusively and except as 
otherwise expressly provided by this article, either as conservator or liquidator: 

 
(a)  [Conservation of assets; conduct of business.]  Shall have authority to 

collect all moneys due that person, and to do such other acts as are necessary or 
expedient to collect, conserve, or protect its assets, property, and business, and to 
carry on and conduct the business and affairs of that person or so much thereof as 
to him or her may seem appropriate. 

. . . . 
 
[General powers.]  The enumeration, in this article, of the duties, powers 

and authority of the commissioner in proceedings under this article shall not be 
construed as a limitation upon the commissioner, nor shall it exclude in any 
manner his or her right to perform and to do such other acts not herein specifically 
enumerated, or otherwise provided for, which the commissioner may deem 
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necessary or expedient for the accomplishment or in aid of the purpose of such 
proceedings. 

 

  Further, Insurance Code § 1021(c)(1) states that “If the [Liquidator] determines that the 

business subject to liquidation order possesses, or is likely to possess, insufficient assets to permit 

significant distribution to a person interested in those assets, the [Liquidator] may decline to 

handle a claim submitted pursuant to [Section 1021(a).”   

Third, California case law supports the broad grant of powers accorded the Insurance 

Commissioner to transfer assets when he is conserving, rehabilitating, and/or liquidating 

insurance companies.  In In Re Executive Life Insurance Company (1995) 32 Cal.App.4th 344, 

the Court of Appeal stated that: 

The Commissioner is an officer of the state (Caminetti v. Pac. 
Mutual L. Ins. Co. (1943) 22 Cal.2d 344, 354 [139 P.2d 908]) who, when 
he or she is a conservator, exercises the state's police power to carry 
forward the public interest and to protect policyholders and creditors of the 
insolvent insurer. (Carpenter v. Pacific Mut. Life Ins. Co. (1937) 10 Cal.2d 
307, 330-331 [74 P.2d 761].) 

 
In exercising this power, the Commissioner is vested with broad discretion. 

(Commercial Nat. Bank v. Superior Court [(1993)] 14 Cal.App.4th [393] at p. 
402.) This discretion is subject to statutory limitations (see id. at p. 409) and the 
requirement that the exercise of discretion be neither arbitrary nor improperly 
discriminatory. (Carpenter v. Pacific Mut. Life Ins. Co., supra, 10 Cal.2d at p. 
329.) The Commissioner as conservator of the insolvent insurer is also a trustee for 
the benefit of all creditors and other persons interested in the insolvency estate. 
([Insurance Code] ' 1057.) 

 
… 
 
. . .  The trial court reviews the Commissioner’s actions under the abuse of 

discretion standard.  (Commercial Nat. Bank v. Superior Court, supra, 14 
Cal.App.4th 393, 398): was the action arbitrary, i.e. unsupported by a rational 
basis, or is it contrary to specific statute, a breach of the fiduciary duty of the 
conservator as trustee, or improperly discriminatory?  (In Re Executive Life, supra, 
at pp. 356 and 358.) 
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V. NOTICE OF THIS APPLICATION. 

The Liquidator has provided written notice of this application to Certificate of 

Contribution holders, The National Organization of Life and Health Insurance Guaranty 

Associations and its attorneys, Pension Benefit Guaranty Corporation and its attorney, and Pitney 

Bowes, Inc.  The above described persons and entities are listed on the Proof of Service filed 

concurrently herewith.  (Weiss Dec., ¶ 4; and Proof of Service.) 

 

VI.  CONCLUSION 

 There is good cause for the Court to grant this application.  Accordingly, the Liquidator 

requests that the Court grant this application and issue the following orders: 

1.  An Order approving the Liquidator’s determination pursuant to Insurance Code § 

1021(c) to not handle claims against the assets of insolvent Golden State Mutual Life Insurance 

Company (“Golden State”) from claimants in distribution Priority Classes 2 through 9 under 

Insurance Code § 1033 (i.e., no claims after Priority Class 1 Expenses of Administration), which 

includes not handling the claims and making no payments to: 

a.  Insurance guaranty associations including The National Organization of 

Life and Health Insurance Guaranty Associations having Priority Class 2 

liabilities of at least $1,664,205 for their assumption of non-transferred 

policy obligations;  

b.  The Pension Benefit Guaranty Corporation having a Priority Class 7 

liability of $5,127,622 for its acceptance of Golden State’s Pension Plan;  

c.  Pitney Bowes, Inc. having a Priority Class 7 liability of unknown amount; 

and 

d.  Certificate of Contribution holders having Priority Class 7 liabilities 

including accrued interest of $2,444,234.   

2.  An Order approving the Liquidator’s determination pursuant to Insurance Code § 

1021(c) to not undertake a proof of claims process in Golden State’s liquidation proceeding; and 
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DECLARATION OF SCOTT PEARCE 

 I, Scott Pearce, declare as follows: 

1. I have personal knowledge of the facts and circumstances set forth in this 

declaration, and if called upon to do so, I could and would competently testify thereto.  

2. I am the Senior Estate Trust Officer for the Insurance Commissioner’s 

Conservation & Liquidation Office.  Starting on September 30, 2009, and continuing to the 

present, I have been and currently am the Estate Trust Officer on behalf of the Insurance 

Commissioner in his Statutory Capacity as Conservator and then as Liquidator of Golden State 

Mutual Life Insurance Company (“Golden State”). 

3. As the Estate Trust Officer on behalf of the Commissioner as Conservator and now 

Liquidator of Golden State, I am responsible for the supervision and management of matters 

pertaining to the conservation and liquidation of Golden State.  

4. I have read the Liquidator’s Application For Orders Approving Liquidator’s 

Determinations To Not Handle Claims In Priority Classes 2 Through 9 And To Not Undertake A 

Proof Of Claims Process, and Declaration of Michael R. Weiss.  

5. Based on my supervision and management of all matters pertaining to Golden 

State, my experience, review and understanding of the events related to the conservation and now 

liquidation of Golden State, my and my staff’s review of the files and records routinely 

maintained in the regular and ordinary course of business and believed to be entered 

contemporaneously by persons having knowledge of the events recorded and whose job duties 

include recording them, and my review of this application and its supporting papers and 

documents, I state the following: 

Order of Liquidation for Golden State. 

6. Golden State was a mutual life insurance company domiciled and existing under 

the laws of the State of California.  On September 30, 2009, Los Angeles Superior Court Judge 

David P. Yaffe appointed the Insurance Commissioner to serve as Golden State’s Conservator 

due to Golden State’s financial impairment.  
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7. On September 2, 2010, after receiving Court approval, the Conservator and IA 

American Life Insurance Company (“IA America”) closed an Assumption Reinsurance 

Agreement which resulted in the successful transfer to solvent insurer IA American all of Golden 

State’s in-force insurance policies and annuity contracts (a substantial benefit to Golden State’s 

policyholders) and to transfer to IA American of approximately $71 million in reserve liability 

and approximately $60 million in Golden State’s assets including Golden State’s commercial 

mortgage portfolio, bond portfolio, stock portfolio and other assets.  Golden State retained certain 

assets, including its art collection (and historical murals), and certain real estate and troubled loan 

assets.  Although the Liquidator has realized substantial sums from those retained assets, the asset 

proceeds will nonetheless not suffice to justify processing proofs of claims in this estate. 

8. On January 28, 2011, Los Angeles Superior Court Judge Ann I. Jones terminated 

the Insurance Commissioner’s status as Conservator and ordered and appointed the Insurance 

Commissioner to serve as Golden State’s Liquidator, and issued an Order Appointing Liquidator 

and Injunction in Aid of Liquidation (“Order of Liquidation”).  Attached hereto and incorporated 

herein as Exhibit “1” is a true and correct copy of the Order of Liquidation. 

9. The Liquidator was appointed Liquidator because Golden State was and remains 

insolvent in that, as of September 30, 2010, Golden State’s estimated liabilities of $9,291,895 

exceed its estimated remaining assets of $5,721,154 by over $3.5 million ($5,721,154 in assets - 

$9,291,895 in liabilities = $-3,570,741).  The Order of Liquidation, among other things, placed 

Golden State into liquidation, vested title to Golden State’s assets in the Liquidator, directed the 

Liquidator to liquidate and wind up Golden State’s business, and provides the Liquidator with 

broad discretion and authorities to complete Golden State’s liquidation. 

Retained Assets and Liabilities for Administration by Golden State’s Estate. 

10. The current estimated net asset deficiency as of December 31, 2014, is $9,845,436 

as discussed below.  Attached hereto and incorporated herein as Exhibit “5” is a true and correct 

summary of Golden State’s assets and liabilities as of December 31, 2014. 
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11. As of December 31, 2014, assets retained by Golden State total approximately 

$416,607 and include the following: 

  a.  Cash and cash equivalents of $226,607; 

  b.  Real estate valued at approximately $150,000; and 

  c.  Artwork whose value is at least $40,000. 

12. As of December 31, 2014, liabilities retained by Golden State currently are 

estimated to be at least approximately $10,262,042 and include the following estimates of 

possible claims which may be asserted: 

a. Unclaimed funds payable of $257,017; 

b. Accrued liabilities of $768,965; 

c. Liabilities of $1,664,205 to insurance guarantee associations for their 

assumption of non-transferred policy obligations; 

d. Pension Plan liability of $5,127,622, which is the difference between the 

liability when the plan was terminated on December 31, 2010 and the plans 

assets at termination; 

e. Obligations under Certificates of Contribution including accrued interest of 

$2,444,234; and 

f. Non-contractual liability to Golden State’s policyholders as mutual owners 

of Golden State, who retain their § 1033 priority 9 rights.  (See Exhibit 5.) 

  13.  The above estimates of potential liabilities which may be asserted against Golden 

State are not an admission that a particular liability or amount of the liability is actually due.  

Instead, the above estimates are listed only to establish the amount of possible liabilities which 

may be asserted against Golden State. 

 14.  As of December 31, 2014, and pursuant to the Order of Liquidation and Insurance 

Code § 1035(a), Golden State has received $716,841 from the California Department of 

Insurance’s Insurance Fund to pay Golden State’s liquidation administrative expenses.  The 

Insurance Fund contains monies appropriated for the maintenance of the Department which 

pursuant to Insurance Code § 1035(a) can be used to pay an insolvent insurer’s expenses of 
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administration for the insurer’s conservation and liquidation.  The $716,841 received by Golden 

State to pay Golden State’s administrative expenses is an unpaid Priority Class 1 Expense of 

Administration against Golden State’s remaining assets in Golden State’s liquidation proceeding. 

Golden State’s Assets Currently to be Liquidated 

  15.   The Liquidator began a process of realizing upon Golden State’s remaining assets, 

but the sums on hand and expected to be recovered through this process will not suffice to justify 

a proof of claim process.  The Liquidator previously liquidated or transferred most of Golden 

State’s assets. The remaining assets are unlikely to generate proceeds sufficient to justify a proof 

of claims process. Currently there are two categories of Golden State’s assets to be liquidated by 

the Liquidator:  (1) real estate valued at approximately $150,000, and (2) artwork commonly 

known as Golden State’s Art Collection whose value is estimated to be at least $40,000.  In 

addition, Golden State’s assets include remaining cash investments and investment income 

currently valued at $226,607.  These three assets total the $416,607 reflected as Golden State’s 

remaining assets.  The real estate is under contract and the Art Collection remains for sale.   

16.  The Liquidator has received an offer from the County of Los Angeles through its 

Los Angeles County Arts Commission ("County") for the Liquidator to sell Golden State’s Art 

Collection to the County for $65,000.   

Determinations regarding Proof of Claim Process 

 17.  Based on Golden State’s current net asset deficiency and the current valuations of 

Golden State’s remaining real estate and Art Collection, the Liquidator has determined that 

Golden State will never possess sufficient assets to permit any distribution of money to any 

priority classes of claimants other than Priority Class 1 Expenses of Administration as set forth in 

Insurance Code § 1033(a)(1), because the current remaining asset value of $416,607 is less than 

the Priority Class 1 liability of $716,841 owed to the Insurance Fund, resulting in a current 

deficiency to the Insurance Fund of $300,324.  Based on this deficiency, the Liquidator has 

therefore further determined that pursuant to Insurance Code § 1021(c)(1) he will not handle 

claims against Golden State’s assets from claimants in distribution Priority Classes 2 through 9 
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under Insurance Code § 1033 (i.e., no claims after Priority Class 1 Expenses of Administration), 

and will not undertake a proof of claims process in the Golden State liquidation. 

  18.  In addition, the Liquidator anticipates that once Golden State’s remaining real 

estate and Art Collection are sold, then the Liquidator will likely decline to continue the 

liquidation in accordance with Insurance Code § 1021(c)(2) and apply for a Court Order 

approving the discontinuance and closure of Golden State’s liquidation.   

 19.  The claimants known to the Liquidator in Priority Classes 2 through 9 who will not 

receive any money from Golden State’s estate include: 

a.  Insurance guaranty associations including The National Organization of 

Life and Health Insurance Guaranty Associations having Priority Class 2 

liabilities of at least $1,664,205 for their assumption of non-transferred 

policy obligations;  

b.  The Pension Benefit Guaranty Corporation having a Priority Class 7 

liability of $5,127,622 for its acceptance of Golden State’s Pension Plan; 

c.  Pitney Bowes, Inc. having a Priority Class 7 liability of unknown amount; 

and 

d.  Certificate of Contribution holders having Priority Class 7 liabilities 

including accrued interest of $2,444,234.  (Pearce Dec., ¶ 19.)     

 20.  It is necessary to not handle a proof of claims process because the Liquidator 

estimates that the administrative costs of handling a claims process would be at least $75,000.  

This amount includes preparing and mailing proofs of claim packages to over 2,200 potential 

claimants, publishing notice in newspapers, and handling the returned proofs of claim packages 

from claimants.  The cost to mail proofs of claim packages and handle the initial stages of the 

proof of claim process is estimated by the Liquidator to be at least $40,000, and the cost to 

publish notice in the required newspapers is estimated by the Liquidator to be at least an 

additional $35,000; for a total of at least $75,000.  Conducting a proof of claim process would 

only serve to increase Golden State’s administrative expenses, and thereby only increase Golden 

State’s current deficiency to the Insurance Fund.   
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I declare under penalty of perjury under the laws of the State of California that the

foregoing is true and correcl 
^ /

Executed on this lJ 'day of February.20l5. at  San Francisc6. Cal i fornia.
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MEMORANDUM IN SUPPORT OF APPLICATION FOR ORDERS APPROVING LIQUIDATOR'S

DETERMINATIONS TO NOT HANDLE CLAIMS IN PRIORITY CLASSES 2 THROUGH 9 AND TO NOT
UNDERTAKE A PROOF OF CLAIMS PROCESS; AND DECLARATIONS
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MEMORANDUM IN SUPPORT OF APPLICATION FOR ORDERS APPROVING LIQUIDATOR’S 

DETERMINATIONS TO NOT HANDLE CLAIMS IN PRIORITY CLASSES 2 THROUGH 9 AND TO NOT 
UNDERTAKE A PROOF OF CLAIMS PROCESS; AND DECLARATIONS 
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DECLARATION OF MICHAEL R. WEISS 

I, Michael R. Weiss, declare as follows: 

  1.   I am over 18 years of age and have personal knowledge of the facts and 

circumstances set forth in this declaration, and if called upon to do so, I could and would 

competently testify thereto.  

  2.  I am an attorney licensed to practice law in the State of California, and am a 

partner with the law firm Epstein Turner Weiss, A Professional Corporation.  I and Epstein, 

Turner Weiss have been retained by the Insurance Commissioner of the State of California, in his 

capacity as Conservator and then as Liquidator of Golden State Mutual Life Insurance Company 

(“Golden State”), to provide legal services concerning Golden State.   

  3.  Because the notice of the Claims Bar Date will need to be published in newspapers 

in six counties once a week for four consecutive weeks, on July 21 and 22, 2011, I contacted the 

following six newspapers to receive estimates for the publication of the required legal notice once 

a week for four consecutive weeks.  The cost to publish notice in these newspapers is estimated as 

follows: 

 Los Angeles Times:    $11,560.00 

 San Francisco Chronicle:  $  4,338.40 

 San Jose Mercury News:  $  4,226.00 

 Sacramento Bee  $  2,815.36 

 Oakland Tribune  $  1,654.32 

 San Diego Union Tribune $  7,257.60 

The total of these amounts is $31,851.68.  On September 23, 2013, I contacted the Los Angeles 

Times and San Francisco Chronicle and confirmed that the above costs remain approximately the 

same.  Similarly, on February 13, 2015, I again contacted the Los Angeles Times and confirmed 

that the above cost remains approximately the same.  Based on these three telephone calls, I 

understand that the above costs remain approximately the same for all six newspapers at this time.  

   4.  I and my staff provided written notice of this Application to Certificate of 

Contribution holders, The National Organization of Life and Health Insurance Guaranty 
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EXHIBIT 2 

















 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

EXHIBIT 3 













 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

EXHIBIT 4 







 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

EXHIBIT 5 



1 996 996 Golden State Mutual Life Ins Co
1 STATEMENT OF ASSETS AND LIABILITIES
1 As of December 31, 2014
1 12                                

1 Dec 31 Sep 30 Dec 31
1 -2 2013A 2014 2014A

1 ASSETS

1 Participation in pooled investments, at market 318,200                261,800                226,600                
1 Receivable from affiliates -                       -                       -                       
1 Property and equipment, net of
1    accumulated depreciation 225,000                166,400                150,000                
1 Deposits and other assets 50,000                  50,000                  40,000                  
1 Total Available Assets 592,600                478,800                416,600                
1

1 LIABILITIES

1 Secured claims 257,000                257,000                257,000                
1 Accrued administrative expenses 769,000                769,000                769,000                
1 Claims against policies, including guaranty
1    associations, before distributions 1,664,200             1,664,200             1,664,200             
1 California and Federal claims having
1    preference 5,127,600             5,127,600             5,127,600             
1 All other claims 2,444,200             2,444,200             2,444,200             
1 Total Liabilities 10,262,000           10,262,000           10,262,000           
1

1

1 NET ASSETS (DEFICIENCY) (9,669,400)           (9,783,200)           (9,845,400)           

1

1

1 2013 2014 ytd

1 ADMIN EXPENSES

1    Legal expenses 358,300                58,300                  
1    Consultants and temps 76,800                  45,800                  
1    Office expenses 74,700                  38,000                  
1    Allocated overhead expenses 168,500                94,300                  
1 678,300                236,400                

1
1
1

1     Conservation Date 9/30/2009

1     Target Close Date 2015

1     Assets as % of Liabilities 4%

1

FOR INTERNAL USE ONLY

Kelly Ng x2175
2/12/2015  1:39 PM



1 996 996 Golden State Mutual Life Ins Co
1 STATEMENT OF ASSETS AND LIABILITIES
1 As of December 31, 2014
1 12                                

1 Dec 31 Sep 30 Dec 31
1 -2 2013A 2014 2014A

1 ASSETS detail

1 Cash and Investments
1 12001 Participation in Pooled Investment 318,219                261,842                226,588                
1   Cash and Investments 318,219              261,842              226,588               
1

1 13015 Accrued Int & Div Receivable (644)                     601                      19                        
1

1 Other Receivables
1 13010 Agents Balance 65,181                65,181                 65,181                 
1 13011 Allow Uncoll Agent Balance Acct (65,181)                (65,181)                (65,181)                
1   Other Receivable (0)                         (0)                         (0)                         
1

1 14005 Land/Bldg For Sale/Post Liq 225,000                166,416                150,000                
1 17003 Other Assets 50,000                  50,000                  40,000                  
1

1 Total Available Assets 592,575                478,859                416,607                
1

1 LIABILITIES detail

1 Secured Claims
1 22001 Unclaimed Funds Payable 257,017                257,017                257,017                
1   Secured Claims 257,017                257,017                257,017                
1
1 Class 1: Payables and Accrued Expenses
1 22003 Accts Pay to Insurance Fund 716,841              716,841              716,841               
1 22005 Other General Liability 52,125                52,125                 52,125                 
1 25001 Due To/From Intercompany Acct 0                          (0)                         (0)                         
1   Class 1 Liabilities 768,965                768,965                768,965                
1
1 Class 2: Losses, Reserves and non-IGA Claims
1 28006 Liability Due to GAs 1,664,205             1,664,205             1,664,205             
1   Class 2 Liabilities before Distributions 1,664,205             1,664,205             1,664,205             
1
1 Class 3, 5 & 6: Calif and Federal claims
1 27002 Fed Tax Payable-Pre Liq 2,790                    2,790                    2,790                    
1 27004 Payable to Employees 5,124,832             5,124,832             5,124,832             
1   Class 3, 5 & 6 Liabilities 5,127,622             5,127,622             5,127,622             
1
1 30008 Certificates of Contribution - Class 8 2,444,234           2,444,234           2,444,234            
1 Total Liabilities 10,262,042         10,262,042         10,262,042           
1
1 NET ASSETS (DEFICIENCY) (9,669,467)           (9,783,183)           (9,845,436)           

1

1
1 Distributions this period
1     [No distributions this period]
1

1 Distributions liquidation to date
1     [No distributions to date]

FOR INTERNAL USE ONLY

Kelly Ng x2175
2/12/2015  1:39 PM




