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l Section 1. Section 515.20, Code 1985, is amended to read 

2 as follows: 

3 515.20 GUARANTY PHNB CAPITAL. 

4 A~y A mutual company heretofore-or-hereafter 

5 under this chapter may establish and maintain a 

6 capital of at least fifty thousand dollars made 

organized 

guaranty ftt~d 

up of 

7 multiples of ten thousand dollars, divided into shares of not 

8 less than fifty dollars each, to be invested as provided for 

9 the investment of insurance capital and funds by section 

10 515.35. Guaranty shareholders shall be members of the 

ll corporation, and provision may be made for representation of 

12 the shareholders of stteh the guaranty fttnrl capital on the 

13 board of directors of the corporation,-stteh. The 

14 representation shall not to exceed one-third of the membership 

15 of stteh the board. Guaranty shareholders in stteh mutual 

16 companies shaii-be are subject to the same regulations of law 

17 relative to their right to vote as apply to its policyholders. 

18 Stteh The guaranty ftt~a capital shall be applied to the payment 

19 of the legal obligations of the corporation only when stteh the 

20 corporation has exhausted its assets in excess of the unearned 

21 premium reserve and other liabilities;-a~d-if-stteh. If the 

22 guaranty ftt~d-be capital is thus impaired, the directors may 

23 restore the whole, or any part thereof of the capital, by 

24 assessment on its policyholders as provided for in section 

25 515.18. By a legal vote of the policyholders of the 

26 corporation, at any regular or special meeting thereof,-saia 

27 of the policyholders of the corporation, the guaranty ftt~a 

28 capital may be fully retired or may be reduced to an amount of 

29 not less than fifty thousand dollars, provided-that if the net 

30 surplus of the corporation together with the remaining 

31 guaranty fttnd-sha~i capital is equal to or exeeed exceeds the 

32 amount of minimum assets required by this chapter for such 

33 companies, and J?rOv~ded7 -fttrthe,.,-that if the commissioner of 

34 insurance consents thereto to the action. Due notice of stteh 

35 th~ proposed action on the part of the corporation shall be 
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l included in the notice given to policyholders and shareholders 

2 of any annual or special meeting and notice of ~ueh the 

3 meeting shall also be given in accordance with the-p~ovi~ion~ 

4 of-it~ the corporation's articles of incorporation. No A 

5 company with ~ueh the guaranty fund capital, which has ceased 

6 to do business, shall not distribute among its shareholders or 

7 policyholders any part of its assets, or guaranty fund 

8 caoital, until it has fully performed, or legally canceled, 

9 all of its policy obligations. Shareholders of ~ueh the 

10 g~aranty fund capital ~ha~~-be are entitled to interest on the 

ll par value of their ~e~peetive shares at a rate to be fixed by 

12 the board of directors,-not-to-e~eeed-~even-pereent-pe~-annum, 

13 and approved by the commissioner, cumulative, payable 

14 semiannually, and payable only out of the surplus earnings of 

15 !!uel'! the company,-but-rn-no-event-~ha±i. However, the surplus 

16 account of ~ueh the company shall not be reduced by the 

17 payment of ~ueh the interest below the figure maintained at 

18 the time ~aid the guaranty fund capital was established~-end 

19 p~ovided 7 -fu~the~,-that-no-~ueh. In addition, the interest 

20 payment shall not be made unless the surplus assets remaining 

21 after the payment thereof-~haii of the interest at least equal 

22 the amount required by the statutes of Iowa to permit ~ueh the 

23 corporation to continue in business. In the event of the 

24 dissolution and liquidation of any a corporation having a 

25 guaranty fund capital under the-provi~ion~-hereof this 

26 section, the shareholders of sueh-fund-shall-be the capit~h 

27 are entitled, after the payment of all valid obligations of 

28 the company, to receive the par value of their respective 

29 shares, together with any unpaid interest the~eon on their 

30 sha~es, before there may be any distribution of the assets of 

31 ~aid the corporation among its policyholders. These 

32 provisions are in addition to and independent of the 

33 provisions now contained in section 515.19. 

34 EXPLANATION 

35 This bill changes the name of the guaranty fund of a mutua; 

-~-
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l insurance company to guaranty capital. In addition, it 

2 provides that shareholders of the guaranty fund are entitled 

3 to interest on the par value of their shares at a rate fixed 

4 by the board of directors with the approval of the 

5 commissioner of insurance. Current law limits the rate to 

6 seven percent per annum. 
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1 Section 1. Section 515.20, Code 1985, is amended to read 
2 as follows: 

3 515.20 GUARANTY PaN9 CAPITAL. 
4 Afty A mutual company he~eeofe~e-e~-he~eaf~e~ organized 

. -
5 under this chapter may .establish and maintain a guaranty fttnd 
6 capital of at least fifty thousand dollars made up of 

7 multiples of ten thousand dollars, divided into shares of not 
8 less than fifty dollars each, to be invested as provided for 

9 the investment of insurance capital and funds by section 
10 515.35. Guaranty shareholders. shall be members of the 

11 corporation, and provision may be made for representation of 
12 the shareholders of stteh ~ guaranty fttnd capital on the 
13 board of directors of the corporation7 -stteh. The 
14 representation shall not ~e exceed one-third of the membership 

15 of sttch the board. Guaranty shareholders in sttch mutual 
16 companies sna%%-be !!! subject to the same regulations of law 

17 relative to their right to vote as apply to its policyholders. 
18 Stteh The guaranty fttnd capital shall be applied to the payment 

19 of the legal obligations of the corporation only when stteh the 
20 corporation has exhausted its assets in excess of the unearned 

21 premium reserve and other liabilities~-and-if-stteh. If the 
22 guaranty fttnd-be capital is thus impaired, the directors may 

23 restore the whole, or any part ~hereof of the capital, by 
24 assessment on its policyholders as provided for in section 

25 515.18. By a legal vote of the policyholders of the 
26 corporation7 at any regular or special meeting ehereo£7 -said 

27 of the policyholders ~f the corporation, the guaranty fttnd 
28 capital may be fully retired or may be reduced to an amount of 

29 not less than fifty thousand dollars, p~e•ided-~ha~ i! the net 
30 surplus of the corporation together with the remaining 

31 guaranty fttnd-sha%% capital is equal ~ or exceed exceeds the 
32 amount of minimum assets required by this chapter for such 
33 companies, and p~ovided;-ftt~~he~7-that if the commissioner of 
34 insurance consents the~ete to the action. Due notice of s~eh 

35 the proposed action on the part of the corporation shall be 
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included in the notice given to policyholders and shareholders 
of any annual or special meeting and notice of stteh ~ 
meeting shall also be given in accordance with ehe-prov~s~ofts 
o~-ies the corporation's articles of incorporation. No ~ 
company with stteh the guaranty fttftd capital, which has ·ceased 
to do business, shall not distribute among its shareholders or 
policyholders any part of its assets, or guaranty fttftd 
capital, until it has fully performed, or legally canceled, 
all of its policy obligations. Shareholders of stteh the 
guaranty ~ttftd capital sheii-be ~ entitled to interest on the 
par value of their respeet~ve shares at a rate to be fixed by 
the board of directors,-ftoe-to-exeeed-seveft-pereeftt-per-eftftttm7 
and approved by the commissioner, cumulative, payable 
semiannually, and payable only out of the surplus earnings of 
stteh the company,-bttt-ift-fto-eveftt-she%%. 
account of stteh the company shall not be 

However, the surplus 
reduced by the 

payment of stteh the interest below the figure maintained at 
the time se~d the guaranty ~ttftd capital was established;-eftd 
prov~ded,-fttrther;-thet-fto-stteh. In addition, the interest 
payment shall not be made unless the surplus assets remaining 
after the payment thereo~-sha%% of the interest at least equal 
the amount required by the statutes of Iowa to permit stteh the 
corporation to continue in business. In the event of the 
dissolution and liquidation of afty ~ corporation having e 
guaranty ~ttftd capital under ehe-provis±ofts-hereof this 
section, the shareholders of stteh-fttftd-she%%-be the capital 
~ en~itled, after the payment of all valid obligations of 
the company, to receive the par value of their respective 
shares, together with any unpaid interest thereoft on their 
shares, before there may be any distribution of the assets of 
said the corporation among its policyholders. These 
provisions are in addition to and independent of the 
provisions ftow contained in section 515.19. 

EXPLANATION 
This bill changes the name of the guaranty fund of a mutual 

-2-
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1 insurance company to guaranty capital.f: In addition, it 
2 provides that shareholders of the guaranty fund are entitled 
·3 to interest on. the ·par value of their shares at a rate fixed 
4 by the board of directors with the approval of the 
5 commissioner of insurance. Current law limits the rate to 
6 seven percent per annum. 
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SENATE fii.E 2226 

r.N ;..c·:· 
EI.A1!t:~ tO 1':·-H: GUARANT"{ CAPI'rAL Of' A ~UT;JAJ, INSORA~CE COKPI\Wi. 

lH: IT t:t.'ACTED B"i T!U: CF.!-'!:RJ..L ASS:::.~3l>l' OF' THi: sw,n: Ot' I(J'n'A: 

Sect~on 1. Sect1on 515.20, Cede 1985, is amende•! to read 

l.S folio··•~:.: 

':ll5.20 GUMANT'i F~ND CAP_!_!~· 

Any ~ :nutual coMpany het'etofore-ot"-here~~:f'!et org<\nizerl 

t:nder thi.!> chapter may establish dlld maintain a gu;1ranty fttnd 

capi.t.al of at 1e,1s.t fifty thousand dQllars made up o)f 

multi.plP.~ o£ t~n thousand Collars, divided into shares o( not 

les~ tha:1 fifty dollars each, to Oe invest.cd as provided for 

tt\.: i.nv.c>stment of insurance capi. tal and funds hy section 

:515.35. Guar~nty ::.h.ueholders shall be nembe-rs o( the 

ocpor<~tion, <\nd provision may be :nade- for rt!'pre!;e-ntation of 

the shar~holde:-s of ~ceh the guarant.y fund f:..§!pit.ill on thl~ 

t':'"ard of directors o! the corporation·;-l'ltt<:h.:..._ 'The 

:epresent.ation ~.h •. ~ll not to exceed O:"le-t.nird of the membership 

c! ~aeh th~ b-oc~.rd. Cu~uanty sh,He:lolders in !lttel'l mutual 

conpanies ~h~H-be ~~ S\Jbject to th~ same r'-'gulati.ons of l.1w 

~elative to their right to vote ,ts apply to 1ts policyholders. 

S-:1c:h ;t:'h~ quarar.ty fand ~.I?.i_tal shall be .1ppliE!d to the p.1yment 

of the !cgal obl it)at ions of the c::>rporat ion or.ly "'"hen J'luei'l ~-~ 

coqY.nat1on has exhausted its .1ss~t~ in excess of the unearned 

;Hcrnium ce:;erve and other li.lbili:ie:c;;-··and-rf-!taeh~_h_e 

<;ua::anty eund-be ca_Eit,\1....!_! thus ::,p~ired, the direct.ors may 

:-esto'e the whole, or ,\ny ~rt t::Oe:-e"f 9_f_ ~~-~-S~I?.ita~. by 

c~::>e!>s:-:-.e::t on it::> poi.icyholders as provided tor in section 

~-~-lA. ily" iQqal vote of the ~1~icyholders of the 

cHporat!On7 .t~ ,\ny reqular or ::>.?i.'<.::c\1 rneetinq ehe:-~of·;-~.<.~;.d 

£~ ... the py I ~ cyhc :.S.<-• .. r~f t h~ _:;~?~P.'::"' .=at io!~ Lh~ r;·_:oar ctnt y f::rv:t 

~:.:"l...e.i.~a-~ :--.a.y be ~ully :t•tu(>d ~)r rr.aJ b•.' red"JO:f.•C to <tn ;.u;.c:u;,t :1~ 

~ • 
S"na!~ F1le 2226, ? 2 

n0t less than tifty t~cusand dolla:s, pro~tded··thet ~~ t~e ~et 

surplus of the corporation toqethc: with t~e rc~aininq 

qua:anty fttnd-~haH c.lP.}.~a.l .i.s equa~ ~? or ~~eeed ~:-:c~~~-~ :he 

clr-ro ... r\t. of f'"linimum assets req11ircd by thi~ chapter for s;..;c'l 

cc.-.p,lni.es, .1nd provided;-hu·l:herT-tl-lat: -~~ ti"l~ comm1ss1one: of 

insurance con:;ents '!hereto ~-~ __ t_)_l_e_~ctior~. Due noticl' of ~'leh 

!.he proposed action on the part of t:1e r.orporat ion ,.h,lll oe 

~;,eluded .in the notice qive:-: to policyholders a:-rd :>h<:H<.•ho!rJers 

of :my ann!.!al or special rnc~Unq .1nd notice of !!ltleh ~.!'.~ 

f!'.ceting shAll al~o bl) qiven in accordance with t:.,e-provt!1£.,n$ 

of-its the __ ~ri>:S'_'~-~-~'?..1}'_5_ articles of incorporc1tion. Ho ~ 

company with :nu~i'l ~.he quar<~nty fttnd £_apital, which hd:> Cl'dserJ 

to do business, shall ~_f?~ di!ltribute all:"'onq its share~olde::s oc 

pol icyholdec5 any part of its ass~ts, or quaranty ft~rtd 

~~_p_it_a~.' until i.t has tul\y perf-ormed, or legally canceleC, 

.111 of its policy <?bli<Jat.ions. Sharehold~rs of :t~en ~.h.r~ 

quaranty ft~nd <;ap_it~.~ .,naH-he ~!.! t!'nt:it.led to inter<.•st on the 

pa: value of their r~$peeti•~ !lhdres at a rate to be fixe~ by 

the board of di.rectorsT-not-t~-exeeed··!t~ven-p~reent-~er-~~~ttM7 

ar:~ .. ~.Pr>!.2.~~.E!..RY. ~_t"_!Q.__f~!"l'~!~s i one r, CU"TIU l c1 t i ·-1e, payAb: e 
semiannually, and payable only out of t.h~ surplus earnings ot 
~ae~ .t.h~ cornpany 7 -bat--tn-no-evel\t-l'l:,~i~. Uo·,..~ver, the sur?lus 

account of sael'l ~!'~ company ?.~.~-~1 not he reduct!'d Oy tt".e 

paym~nt of sael'l !_!1~ interl•st belo"" the figure :-1aintained a~ 

the Ur.e ~.1id the guar.lnly h1nd: ~!P_!..._t~l. was established~-e~d 

rrov-tded·;- ta !'the r ·r tl'll!t -no-~eeh ..:....~.n- ~d~ i t_ion, t ~e i nt e ~ e~; :. 

p.<tyment ~h.=tll ~9:~: b~ rn.ade unless th~ surplus assets rc:nai:::.ng 

,lf~er the payment '!:here.,f··!J~aH ~L t.he 1nt~r~st:_ at least equ,ll 

the amount required by :he statutes of Iowa to permit !Jtte~ th'-' 

r.o:~o,·atlon to continue 1n business. rn tt\e event of the 

dissoltit.ion clnd liquide.tion of .1ny:! corporation having e 

,Jua~ant.y ~und ~~.£.!..!~}. o..:nder the-·provt~-to~.'IJ··I'Iere~f t~,!._~ 

sec_:._i_?.':• the !ih<tt"•~hr)lders cf !laeh-f'3nd-!l!':-'!it-be !J~~ .<:"!!~~ 

:!.!.!: ~ntltlcd. aft,!r the payoent cf all ·:al~ci obli.qatio.,s -::: 

ttte r:(::npany, t11 c~CP.l"/ti' tt·.e par "Ji~l·.re 1Jf the1;· rc~pecti;e 
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shares, together with any unpaid interest t~e~eo" on their 

shares, before there may be any distribution of the assets of 

~aid the corporation among its policyholders. These 

provisions are in addition to and independent of the 

provisions "ow contained in section 515.19. 
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