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Testimony of David Lonchar, Director of the Bureau of Examination,  

Rehabilitation and Guaranty, Delaware Department Of Insurance 

  

Background 

 

Q: Will you please state your name for the record? 

 

A: David Lonchar. 

 

Q: Could you tell us your current employer and position? 

 

A: I am the Director of the Bureau of Examination, Rehabilitation and Guaranty of the 

Delaware Insurance Department. 
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Q: Could you please give us a brief overview of your educational and professional 

background? 

 

A: I have a Bachelors’ Degree in Business Administration with a focus in Accounting from 

West Liberty State College, West Liberty, WV.   

 

I have been an insurance regulator for over 31 years and a Certified Financial Examiner 

for over 22 years. 

 

Q:   Could you give us a brief overview of your insurance regulatory experience? 

 

A: I began my career as an analyst with the West Virginia Department of Insurance from 1987 

to 1991. 

 

Q: Who did you work for next?  

 

A: The State of Delaware Department of Insurance.   

 

Q: How long have you been employed with the Delaware Department of Insurance? 

 

A: 27 years. 

  

Q: Again, what is your current position? 

 

A: I am the Director of the Bureau of Examination, Regulation and Guaranty, or BERG for 

short. 

 

Q: How long have you held that position? 

 

A: I have performed the Director’s duties since January 2015 and was officially appointed to 

this position in April 2016. 
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Q: What positions have you held within the Department prior to becoming the Director 

of BERG? 

 

A: I began as a Financial Analyst in 1991. 

 

In 2000, I was promoted to a Supervising Analyst. 

 

In 2011, I was promoted to Chief Financial Examiner. 

 

Q: What is BERG’s responsibility within the Department? 

 

A: BERG is responsible for the examination, and regulation of insurance companies licensed 

and domiciled in the State of Delaware. 

 

Q: What does it mean that an insurer is “domiciled” in Delaware”? 

 

A: Domicile is a registration process that establishes which state is the insurance regulatory 

body that principally oversees the regulatory supervision of an insurer.   

 

The regulator for the insurer’s state of domicile, or Domestic Regulator, is principally 

responsible for the financial and market conduct oversight of that state’s insurers.   

 

The Domestic Regulator consults with and leads the other state insurance departments to 

regulate the insurer. 

 

Q: How many insurers are domiciled in Delaware? 

 

A: 145. 
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Q: What kinds of examination and analyses does your division perform with respect to 

Delaware domiciled insurers?  

 

A: All varieties of financial review and analysis related to Delaware insurers.   

 

Q: Can you give us some examples? 

 

A: For instance, we regularly review and analyze: 

 annual and quarterly financial statements,  

 trend analyses,  

 S.E.C. filings,  

 audit reports,  

 actuary reports, 

 examination reports and financial transactions between parent companies, 

affiliates and subsidiaries of companies domiciled in Delaware and transactions 

involving mergers and acquisitions of Delaware insurers.   

 

 

Q: In connection with your duties as the Director of BERG, are you familiar with the 

term Form A? 

 

A: Yes. 

 

Q: What does that term mean? 

 

A: Generally, the Form A is an application by a person or business that desires to acquire 

control of  a Delaware domestic insurer.   
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Q: How does the Form A Application Process work? 

 

In Delaware, a person or business that wants to acquire control of a Delaware domestic 

insurer must file an application with the Department and obtain Department approval for 

the proposed transaction.   

 

This process includes: 

 the submission of an application in the form required by Regulation 1801, 

 review of the application by the Department, and  

 a public hearing on the application as required by Section 5003(d) of Title 18 of 

the Delaware Code. 

 

Q: Are you typically involved in the Form A review process on behalf of the Department? 

A: Yes. 

 

Q: What is your role in that review? 

 

A: I oversee the financial analysts responsible for review of the materials submitted with the 

Form A application. 

 

The analysts review the application to determine whether it complies with the 

requirements of 18 Del. C. § 5003(d).  

 

The analysts also make a recommendation on behalf of the Department whether to 

approve the application.  

 

 

 

Q: How many Form A Application processes have you been involved with in your 

regulatory career? 
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A: Close to one hundred. 

 

 

Department Review of the Form A Application 

 

Q: We are here today concerning the Form A application, as amended and 

supplemented (the “Application”), for the Acquisition of Control of Genworth Life 

Insurance Company (the “Domestic Insurer”), an indirect subsidiary of Genworth 

Financial, Inc. (“Genworth”), by Zhiqiang Lu; Tohigh Holdings Co., Ltd.; 

Oceanwide Group Co., Ltd.; China Oceanwide Holdings Group Co., Ltd.; 

Oceanwide Holdings Co., Ltd.; Oceanwide Capital Investment Management Group 

Co., Ltd.; Wuhan CBD Development & Investment Co., Ltd.; Tohigh Holdings 

Development Limited; Tonghai International Group Investment Limited; Asia 

Pacific Global Capital Co., Ltd.; Asia-Pacific Universe Investment (Hong Kong) 

Limited; Asia Pacific Insurance Holdings Limited; Asia Pacific Global Capital 

Limited; and Asia Pacific Insurance USA Holdings LLC, (the “Applicants”) . 

 

 Did BERG  review  the Application that is the subject of this Hearing?  

 

A: Yes. 

 

Q: What was BERG’s role in the review of the Application? 

 

A: To determine whether the Application and the proposed transaction comply with Chapter 

50 of Title 18 of the Delaware Code, as well as Regulation 1801, and to recommend to the 

Commissioner whether the Application and transaction should be approved.  

 

 

Q: What did you do specifically in connection with that review? 
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A: For the past two years I’ve worked closely with the analysts assigned to this Application, 

our internal team of review experts, as well as  our outside experts retained specifically for 

this transaction. 

 

Q: Is the Application that we are considering today the same that was initially filed? 

 

A: No.  Over the past two years, the Application was amended and supplemented a number of 

times. 

 

Q. Could you tell us what your analysts and the Department’s team have considered as 

part of their review of the Application? 

 

A: The analysts engaged in a comprehensive review of: 

 

 the documentation and information provided by the Applicants in the Application, 

 all amendments and supplements,  

 all exhibits, and  

 all other documents or information submitted by the Applicants or Genworth in 

support of the Application. 

 

The Department’s team also reviewed thousands of pages of documents that the Applicants 

and Genworth submitted either as part of the Application requirements or in response to 

questions from the Department, our counsel, or our experts. 

 

 

Q: Besides the Department’s analysts, who were the additional members of the 

Department’s team? 
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A: Our team was also assisted by the Deputy Attorney General assigned to the Department, 

outside special legal counsel, Black and Gerngross and the Bayard firm. 

We also retained certain other experts to assist us in specific areas that were relevant to this 

particular domestic insurer, long term care generally, and these Applicants.  The outside 

experts consulted with us and assisted us in making our determinations.  

 

Q: Can you give us some examples of areas where the Department used consulting 

experts to assist in its review of the Application? 

 

A: Yes.  Our consultants, in addition to the law firms I previously testified about, included: 

 Kroll, which is a worldwide investigation firm; 

 Price Waterhouse Coopers, whose consulting actuarial division assisted our 

department actuarial team on matters unique to Genworth and to this specific 

transaction; and 

 Mazars, which is a worldwide accounting firm that assisted the Department to 

evaluate the Applicants’ financial condition including a review of the reliability of 

the conversion of the Applicants’ financial statements into statements under the 

International Financial Reporting Standards (IFRS) and US GAAP standards. 

 

 

 

 

 

 

 

 

Q: Can you give us some examples of areas where the Department used these consulting 

experts to assist in the review of the Application? 
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A: Yes, in addition to what we review in every transaction, and the statutory criteria, we made 

inquiry to determine: 

 whether the Chinese accounting firms of the Applicants are legitimate entities 

independent from China Oceanwide, its affiliates, and the Lu family; 

 whether the accounting firms are competent and capable of providing accounting 

services to a large enterprise such as China Oceanwide and affiliates;  

 whether the overall reputations of the firms were satisfactory; 

 whether the Applicants are directly or indirectly owned or controlled in whole or 

substantial part by a government or governmental agency;  

 

We also had help reviewing the competence, experience, integrity and overall reputation 

of the Applicants and their directors, officers and supervisors. 

 

Q: What were you seeking to determine? 

 

A:  Whether the Application and the proposed transaction meet the statutory criteria requiring 

approval under Delaware law.  

 

Q: In that regard did your teams do anything else as part of their review? 

 

A: Yes, our teams: 

 Analyzed the financial condition of the Applicants with specific focus on the 

global enterprise to determine whether the Applicants’ financial condition 

prejudices the policyholders or public; and 

 Evaluated the specific form of this transaction, including the impact of the 

proposed infusion of liquidity and its contribution to the ability of the domestic 

insurer to pay policyholder claims in the future.   

 



10 of 22 

 
 

Q: What statutory standard did you use do to determine whether the Application was 

complete? 

 

A: We looked to 18 Del. C. § 5003(b)(1)-(14) which states the criteria for completeness of a 

Form A application.   

 

Q: Did the Department review each of the 14 criteria set forth in that statute  to 

determine whether they were satisfied? 

 

A: Yes. 

 

Q: Based on that review, did the Department make a finding as to whether the 

Application was complete under the statute? 

 

A: Yes, we determined that the Application was complete. 

 

 

Form A Analysis, Statutory Criteria and Findings 

 

Q: And what did you do to analyze the Application under the standards contained in 

Section 5003(d)(1) of the Insurance Code? 

 

A: We reviewed the Application for each of the six statutory criteria contained in that Code 

Section.  Based upon the language of the statute, we look at each of the criteria as an 

opposite. That section directs that the Insurance Commissioner must approve an 

application for acquisition of control of a Delaware domiciled insurer unless it is 

determined that the acquisition would run afoul of one of six specified criteria or standards.  

  

Section 5003(d)(1)(a) 

 

Q: What is the first standard you applied? 
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A: The standard in Section 5003(d)(1)(a). 

 

Q: The standard reads:  “[a]fter the change of control, the domestic insurer would not 

be able to satisfy the requirements for the issuance of a license to write the line or 

lines of insurance for which it is presently licensed.” 

   

What did the Department do to evaluate the Application for this standard? 

 

A: The inquiry was whether the proposed acquisition would take away the ability of any of 

the Domestic Insurer to have a license.  That is not an issue here.  

 

The change of control will not impact the ability of the Domestic Insurer to meet the 

requirements for the issuance of a license to write the line or lines of insurance for which 

they are presently licensed.   

 

 

Section 5003(d)(1)(b) 

 

Q: Did the Department apply any other standards? 

 

A: Yes. 

 

Q: What is the next standard that the Department applied? 

 

A: The next standard is 5003(d)(1)(b). 

 

Q: Section 5003(d)(1)(b) provides that “[t]he effect of the merger or other acquisition of 

control would be substantially to lessen competition in insurance in this State or 

tend to create a monopoly therein.” 
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Section 50003(d)(1)(b)(1) further provides that “[t]he informational requirements of 

§ 5003A(c)(1) of this title and the standards of Section 5003A(d)(2) of this title shall 

apply.” 

 

What did the Department do to evaluate the Form A for this standard? 

 

A: We looked to the Competitive Standard in Section 5003(A). 

 

 

Q: Section 5003(A)(c)(1) requires that in any acquisition of an insurer authorized to do 

business in Delaware, a filing must be made with the Commissioner to determine if 

the acquisition may substantially lessen competition in any line of insurance or tend 

to create a monopoly.   

 

 What did the Department do to analyze that standard? 

 

A: As noted in the Application, none of Applicants conduct insurance operations in Delaware.  

Therefore, the Department does not expect there to be a market increase in any line of 

business in Delaware. 

 

Q: Does the Department have a finding whether the second standard of Section 

5003(d)(1)(b) is met? 

 

A: Yes. 

 

 

 

Q: What is the Department’s finding? 

 

A: In 2017, the Domestic Insurer’s direct premiums written in Delaware totaled approximately 

$12 million.   
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This amount is less than 1% of the life, annuity, accident and health direct premiums 

written in Delaware.   

The acquisition will have no effect on the market share of the Domestic Insurer with respect 

to any line of business in Delaware or elsewhere.   

Therefore, the Department finds no evidence that the competitive standard is violated as a 

result of the acquisition.   

The acquisition will not create a concentration of business that would substantially lessen 

the competition in insurance or be likely to create a monopoly in the state under the 

standards of this section.  

   

 

Section 5003(d)(1)(c) 

 

Q: Did the Department analyze the Application under any other statutory criteria? 

 

A: Yes. 

 

Q: What is the next standard that was applied? 

 

A: Section 5003(d)(1)(c). 

 

Q: Section 5003(d)(1)(c) provides that “[t]he financial condition of any acquiring party 

is such as might jeopardize the financial stability of the insurer, or prejudice the 

interest of its policyholders.” 

  

What did the Department do to evaluate the Form A Application for this standard? 

 

A: In a typical Form A review process for this standard, the Department reviews five years 

of an Applicants’ audited financials.  

 

In this case, the Applicants’ financials were prepared in accordance with Chinese 

accounting standards.  These documents needed to be converted and translated for the 
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Department to complete its required review under this section.  The Department’s outside 

experts assisted the Department in analyzing the converted financial statements. 

 

 

Q: Based on this review, does the Department have a finding whether the financial 

condition of the Applicants might jeopardize the financial stability of the insurer?  

 

A: Yes. 

 

Q: What is the Department’s finding? 

 

A: The Department concludes that the financial condition of the acquiring parties is not such 

as would jeopardize the financial stability of the Domestic Insurer or prejudice the interest 

of its policyholders.   

 

Section 5003(d)(1)(d)  

 

Q: Did the Department apply any other statutory criteria? 

 

A: Yes.  The next standard applied was Section 5003(d)(1)(d). 

 

 

 

 

 

Q: Section 5003(d)(1)(d) states that “[t]he plans or proposals which the acquiring party 

has to liquidate the insurer, sell its assets or consolidate or merge it with any person, 

or to make any other material change in its business or corporate structure or 

management, are unfair and unreasonable to policyholders of the insurer and not in 

the public interest.” 
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What did the Department do to evaluate the Application for this standard? 

 

A: The Department reviewed the Application for statements regarding this standard.   

 

This included the Applicants’ statement that they have no present plans or proposals to 

cause the Domestic Insurer: 

 

 to issue an extraordinary dividend;  

 to liquidate the Domestic Insurer; 

 to sell the Domestic Insurer’s assets (except for transactions in the ordinary course of 

business), or to merge the Domestic Insurer with any person or persons; or 

 to make any other material change in any of the Domestic Insurer’s corporate structure, 

business operations or management.  

 

 

Q: Did the Department scrutinize the Applicants and Domestic Insurer’s regulatory 

approval by the Committee on Foreign Investment in the United States’ (“CFIUS”)? 

 

A: Yes.  We monitored the extensive efforts and implications of the CFIUS approval and 

particularly analyzed the Mitigation Agreement. 

 

While the CFIUS review and approval process are separate and distinct from the 

Department’s review and Form A process, the Department’s team assured itself that the 

Department will continue to have unrestricted ability to access data as part of its on-going 

regulatory oversight of the Domestic Insurer. 

 

Genworth confirmed and we are satisfied that the security implemented through the 

Mitigation Agreement will not impede the Department’s access to data in the future. 

 

Q: Based on the Department’s analysis of the Application under this criteria, does the 

Department have a finding whether this standard has been met? 
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A: Yes. 

 

Q: What is the Department’s finding? 

 

A: The Department finds no evidence that the plans or proposals the Applicants have for the 

Domestic Insurer are unfair and unreasonable to the policyholders of the Domestic 

Insurer and not in the public interest.  The Department finds no violation of this standard. 

 

Section 5003(d)(1)(e) 

 

Q: Did the Department apply any other statutory criteria? 

 

A: Yes. 

 

Q: What? 

 

A: The next standard applied was Section 5003(d)(1)(e). 

 

Q: Section 5003(d)(1)(e) provides that “[t]he competence, experience and integrity of 

those persons who would control the operation of the insurer are such that it would 

not be in the best interest of policyholders of the insurer and of the public to permit 

the … acquisition of control.” 

 

What did the Department do to evaluate the Form A for this standard? 

 

A:  Typically, the Department reviews biographical affidavits and third-party background 

checks of all individuals who may ultimately control a domestic insurer. 
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However, the Applicants and the Applicants’ auditors in this case are Chinese nationals.  

Because of the difficulty in accessing public records in China, this process was protracted 

and required specialized international investigation experience.   

 

As I testified to previously, the Department acquired outside expertise to perform 

investigation and analysis of the Applicants, their control persons, and their auditors. 

 

Q: Based upon the Department’s analysis of the Application under this criteria, does the 

Department have a finding whether this standard has been met? 

 

A: Yes. 

 

Q: What is the Department’s finding? 

 

A: The Department has no material concern with the backgrounds and expertise reflected in 

the affidavits or background checks.  The Department finds that the persons who will 

control and oversee the insurance operations or otherwise provide services to the Domestic 

Insurer are experienced and competent.  The Department finds no violation of this standard. 

 

Section 5003(d)(1)(f) 

 

Q: Did the Department apply any other statutory criteria? 

 

A: Yes.  The next standard applied is Section 5003(d)(1)(f). 

 

 

Q: Section 5003(d)(1)(f) requires that “[t]he acquisition is likely to be hazardous or 

prejudicial to the insurance buying public.” 

 

What did the Department do to evaluate the Application for this standard? 
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A: The Department: 

 

 reviewed the entire Application; 

 consulted with the Department’s specially retained experts and counsel; 

 met with or conferred by telephone with Genworth and the Applicants  many 

times per week over the past two years to seek additional information to assist 

our analysis, and  

 worked collaboratively with other state’s regulators to assure that their concerns 

were known and addressed. 

 

Q: Has this been a thorough review? 

 

A: The level of review and analysis of this Application was unprecedented for the 

Department. 

 In addition to the specific and detailed analysis and review completed by the Department 

 and its experts with respect to the statutory criteria, the Department also considered the 

 affect of the transaction as a whole on the insurance buying public. 

 

In particular, the Department considers the $375 million increased liquidity to the 

Domestic Insurer as an immediate, direct and significant benefit to the Domestic Insurer 

and its policy holders. 

 

China Oceanwide’s capital infusion of $1.5 billion into the Genworth companies will also 

benefit the Domestic Insurer by providing a financially stronger parent company. 

 

Q: Based upon the Department’s analysis of the Application under this criteria does 

the Department have a finding whether this standard has been met? 

 

A: It does. 
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Q: Please explain the Department’s finding. 

 

A: There is no evidence that the proposed acquisition would be hazardous or prejudicial to the 

insurance buying public.  The Department finds no violation of this standard. 

 

 

Conclusion and Recommendation  

 

Q: Based upon your review and analysis of the Application, did the Department make a 

determination whether the Application meets the requirements of Chapter 50 of 

Title 18 of the Delaware Code? 

 

A: Yes. 

 

Q: What is the Department’s determination? 

 

A: The Application does not violate 18 Del. C. Sections 5003(d)(1)(a) through (f) and meets 

the requirements of Chapter 50 of Title 18 of the Delaware Code. 

 

Q: Have you read the pre-filed testimony of the Domestic Insurer’s representative, 

Thomas J. McInerney, President and CEO of Genworth, concerning this transaction? 

 

 

A: Yes. 

 

 

 

 

Q: Were there any facts in his testimony that you were not aware of prior to today? 

 

 

A: No. 

 

 

Q: Did Mr. McInerny’s testimony alter the Department’s findings in any way? 
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A: No. 

 

 

Q: Did his testimony change the Department’s determination in any way? 

 

 

A: No. 

 

 

Q: Have you read the pre-filed testimony of the Applicants’ representative, Xiaoxia 

Zhao? 

 

 

A: Yes. 

 

 

Q: Were there any facts in his testimony that you were not aware of prior to today? 

 

 

A: No. 

 

 

Q: Did Mr. Zhao’s testimony alter the Department’s findings in any way? 

 

 

A: No. 

 

 

Q: Did his testimony change the Department’s determination in any way? 

 

 

A: No. 

 

 

 

 

Q: Have you similarly read the pre-filed testimony of the Domestic Insurer’s witnesses 

concerning this transaction? 

 

A: Yes. 

 

 

Q: Were there any facts in this other pre-filed testimony that you were not aware of prior 

to today? 
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A: No. 

 

 

Q: Did the other pre-filed testimony alter the Department’s findings in any way? 

 

 

A: No. 

 

 

Q: Did this testimony change the Department’s determination in any way? 

 

 

A: No. 

 

Q: Have you reviewed and considered the public comment and inquiries received by the 

Department in this matter? 

 

A: Yes. 

 

Q: Based on the Department’s review and analysis of the Application, the pre-filed 

testimony as well as the written public comment and inquiries received to date, does 

the Department have a recommendation as to whether the Application should be 

approved? 

 

A: Yes. 

 

 

 

 

Q: What is the Department’s recommendation? 

 

A: The Department recommends approval of the acquisition in accordance with Chapter 50 

of Title 18.   
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Q: Are there any other issues the Department would like to address for the record in 

this matter? 

 

A: Yes. We would ask that any final Order include three conditions to help our ongoing 

regulation of the Domestic Insurer going forward: 

 

1. As is customary, we require that the Applicants must obtain all necessary 

regulatory approvals in other jurisdictions prior to the closing;  

2. Applicants and the Domestic Insurer shall agree that the Department’s ongoing 

monitoring plan for the Domestic Insurer, which the Department regularly develops 

and implements for every insurer regulated by the Department, will  include 

appropriate teams from the Applicants, the Domestic Insurer and the Department, 

including any professional advisors as determined by the Department, to regularly 

monitor, evaluate and report on the key aspects of the Domestic Insurer's 

operations.  All fees, costs and expenses associated with the monitoring plan shall 

be paid by the Domestic Insurer; and 

3. Any future dividends from the Domestic Insurer must receive prior approval from 

the Department. 
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