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MEETINGSBUSINESS OF ANESTHESIA

In light of the recent insolvency of Oceanus 
Insurance Company, all CRNAs who depend on 
malpractice insurance need to understand insurance 

guaranty funds and how they work.

What is an Insurance Guaranty Fund? 
It is an organization established by state law to protect 
policyholders when insurance companies go bankrupt 
or are unable to pay claims. This system ensures that 
those policyholders who are at the greatest risk, such 
as those involved in unresolved claims, are protected.

Insurance guaranty funds are in place in all 50 
states and the District of Columbia. Insurance 
companies that are regulated by a state department 
of insurance are required by law to participate in 
guaranty funds. Unfortunately, not all insurance 
companies are regulated by state departments of 
insurance, so not all insurance companies (and their 
policyholders) are protected by these funds. Most 
of these funds have been around since the 1960s, 
when they were established to address the increasing 
number of insurance company insolvencies.

Where Does The Money In The Guaranty 
Fund Come From? 
It comes from the insurance companies that are 
participating in the guaranty fund. Those insurance 
companies must pay an assessment to the guaranty 
fund. This assessment is usually 1 to 2 percent of 
the premium it sells in a state. In addition to the 
assessments, the guaranty fund will also use any 
remaining assets of insolvent insurance companies.

Who Is Protected By State Insurance 
Guaranty Funds?
As indicated earlier, insurance companies that 
are regulated by state departments of insurance 
participate in guaranty funds. While admitted 

insurance companies are regulated by state 
departments of insurance, non-admitted insurance 
companies and risk retention groups (RRGs) are not. 
As such, only policyholders of admitted insurance 
companies can seek protection from state guaranty 
funds. Policyholders who have purchased insurance 
from non-admitted insurance companies or RRGs will 
receive no protection whatsoever from their state’s 
guaranty fund. Since Oceanus was an RRG, none of 
its policyholders will receive any protection from their 
state’s insurance guaranty fund.

As you can imagine, we have heard from a number 
of our members who were insured by Oceanus and 
have been left without any malpractice coverage for 
the time they were insured by Oceanus. Members who 
had a policy with Oceanus when it went insolvent lost 
all of the money they paid for their policy. Because 
Oceanus is insolvent, the policies that were in force at 
the time of the insolvency can no longer be cancelled. 
That means our members who financed their Oceanus 
policy premiums must still continue to make their 
payments to the finance company. Then there are 
those CRNAs who bought and paid for “tails” from 
Oceanus. Those tails are now worthless, and if those 
CRNAs need to replace their tails, they are going to 
have to pay for that coverage a second time. We have 
also heard from members who have unresolved claims 
that were supposed to be covered by Oceanus. In a 
number of these cases, the CRNAs are being told by 
the attorneys assigned to them by Oceanus that they 
can no longer represent the CRNAs because Oceanus 
is no longer paying their bills.

Since these CRNAs will receive no protection 
whatsoever from the state insurance guaranty funds, 
their only option may be to seek restitution from the 
agents who sold them their Oceanus policies.
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As indicated earlier, only insurance companies regulated by 
departments of insurance are protected by state insurance guaranty 
funds. Since non-admitted insurance companies are not regulated 
by state departments of insurance, they receive no protection 
whatsoever from state insurance guaranty funds. It is for this reason 
that insurance agents are prohibited from offering coverage from 
non-admitted insurance companies except in very specific and 
limited situations.
 For example, the Texas insurance statutes only allow insurance 
agents to offer coverage to a CRNA from non-admitted insurance 
companies after that CRNA has been declined coverage by an 
admitted insurance company that actually insures CRNAs in Texas. 
Every state has statutes that are virtually identical to those of Texas.
Based on these state statutes, it is incumbent upon insurance 
agents to seek out admitted insurance companies that actually 
insure CRNAs in their state to insure CRNAs before they can offer 
a quotation from a non-admitted insurance company. If a CRNA 
receives a quotation for a non-admitted policy, their agent must have 
sought coverage on that CRNA’s behalf from at least three admitted 
insurance companies, and those admitted insurance companies 
must have declined to provide a quotation on the CRNA’s behalf. 
Departments of insurance are so adamant that this process be 
diligently followed that they require any agent who sells a 
non-admitted policy to complete a legal affidavit disclosing 
which admitted insurance companies declined coverage on behalf 
of the applicant. 
 Why should these declinations cause concern for CRNAs? 
Every malpractice insurance application has some version of the 
following question: Has any insurance company ever declined 
malpractice insurance coverage on your behalf? To answer that 
question incorrectly on future applications could put a CRNA’s 
malpractice insurance coverage in jeopardy. (Remember, a legal 
affidavit disclosing the declinations exists.) If any admitted insurance 
companies have actually declined malpractice insurance on your 
behalf, you need to know it. Simply put, it is against the law for any 
insurance agent to offer coverage through a non-admitted insurance 
company if the specific state statues have not been met. However, 

based on information provided to us by our members, we are aware 
of insurance agents who are in violation of these state 
insurance statutes.

CRNAs are experts in anesthesia, not malpractice insurance. 
CRNAs depend upon the advice of their insurance agent in selecting 
an appropriate malpractice insurance company. But that did not 
appear to happen for the CRNAs who purchased their insurance 
from Oceanus.

Insurance agents have a professional obligation to know about the 
financial stability of the insurance companies they represent, and 
if they have any concerns about an insurance company’s financial 
stability, they need to make sure their clients are aware of those 
concerns; they cannot simply claim ignorance.   Insurance 
agents have a professional obligation to their clients the same way 
CRNAs have a professional obligation to their patients, and just like 
CRNAs, insurance agents carry malpractice insurance in the event 
they make a mistake or fail to protect their clients’ interests. Even 
though Oceanus was showing signs of financial distress over the past 
few years, we are not aware of any Oceanus agent who shared this 
information with any CRNA.
 Given the continuing negative financial impact of Oceanus’ recent 
demise on our members, AANA Insurance Services does not want 
something like this to happen again. To protect our members, AANA 
Insurance Services will look to identify any predatory insurance 
agents who are inappropriately selling non-admitted insurance 
coverage to our members. If we discover any agent doing so, 
we will make our concerns known to the appropriate state 
departments of insurance.
 If you have any questions about state insurance guaranty funds, 
non-admitted insurance companies or malpractice insurance in 
general, please contact AANA Insurance Services, you can email 
us (insuranceinfo@aana.com), call us (800/343-1368) or visit our 
website (www.aana.com/insurance). ■


