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A BILL FOR

1 An Act relating to the guaranty capital of a mutual insurance
2 company.
3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section 515.20, Code 1985, is amended to read
as follows:

515.20 GUARANTY FENDb CAPITAL.

Any A mutual company heretofore-or-hereafter organized
under this chapter may establish and maintain a guaranty fund
capital of at least fifty thousand dollars made up of
multiples of ten thousand dollars, divided into shares of not
less than fifty dollars each, to be invested as provided for
the investment of insurance capital and funds by section
515.35. Guaranty shareholders shall be members of the
corporation, and provision may be made for representation of
the shareholders of sueh the guaranty fumd capital on the
board of directors of the corporationy;—asueh. The
representation shall not teo exceed one-third of the membership
of sueh the board. Guaranty shareholders in sueh mutual
companies shaii-pbe are subject to the same regulations of law
relative to their right to vote as apply to its policyholders.
Suen The guaranty fund capital shall be applied to the payment
of the legal obligations of the cerporation only when sueh the
corporation has exhausted its assets in excess of the unearned
premium reserve and other liabilities;-and-if-such. If the
guaranty fund-be capital is thus impaired, the directors may
restore the whole, or any part thereof of the capital, by

assessment on its policyholders as provided for in section
515.18. By a legal vote of the policyholders of the
corporationy at any regular or special meeting thereof;-said

of the policyholders of the corporation, the guaranty fund

capital may be fully retired or may be reduced to an amount of
not less than fifty thousand dollars, provided-tnat if the net
surplus of the corporation together with the remaining
guaranty fund-shatt capital is equal to or exceed exceeds the
amount of minimum assets required by this chapter for such
companies, and previded;-further;-that if the commissioner of

insurance consents thereto to the action. Due notice of suen

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 suweh the
meeting shall also be given in accordance with the-previszons

of-tta the corporation's articles of incorporation. No A
p p A

company with sueh the guaranty fund capital, which has ceasecd
to do business, shall not distribute among its shareholders or
policyholders any part of its assets, or guaranty fund
capital, until it has fully performed, or legally canceled,
all of its policy obligations. Shareholders of sueh the
guaranty fund capital shaii-be are entitled to interest on the
par value of their respeetive shares at a rate to be fixed by
the board of directorsy-not-to-exceed-seven-percent-per-annumy

and approved by the commissioner, cumulative, payable

semiannually, and payable only out of the surplus earnings of
sueh the companyr-but-in-ne-event-shaii. However, the surplus

account of sueh the company shall not be reduced by the
payment of sueh the interest below the figure maintained at
the time said the guaranty fund capital was establishedr-and
provided;-furthes;-that-no-such. In addition, the interest

payment shall not be made unless the surplus assets remaining

after the payment thereeof-shait of the interest at least equal

the amount required by the statutes of Iowa to permit suenh the
corporation to continue in business. In the event of the
dissolution and liquidation of amy a corporation having a

guaranty fund capital under the-provisions-hereef this

section, the shareholders of sueh-fund-shati-be the capital
are entitled, after the payment of all valid obligations of
the company, to receive the par value of their respective
shares, together with any unpaid interest thereen on their
shares, before there may be any distribution of the assets of
saté the corporation among its policyholders. These
provisions are in addition to and independent of the
provisions new contained in section 515.19.

EXPLANATION

This pill changes the name of the guaranty fund of a mutua:
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insurance company to guaranty capital. In addition, it
provides that sharehclders of the guaranty fund are entitled
to interest on the par value of their shares at a rate fixed
by the board of directors with the approval of the
commissioner of insurance. Current law limits the rate to

seven percent per annum.
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1 An Act relating to the guaranty capital of a mutual insurance
company.
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1, Section $15.20, Code 1985, is amended to read
as follows: '

515.20 GUARANTY FYNDP CAPITAL.

Any A mutual company heretofere-or-hereafter organized
under this chapter may establish and maintain a gquaranty €fund
capital of at least fifty thousand dollars made up of
multiples of ten thousand dollars, divided into shares of not
less than fifty dollars each, to be invested as provided for
the investment of insurance capital and funds by section
515.35. Guaranty shareholders shall be members of the
corporation, and provision may be made for representation of
the shareholders of ameh the quaranty fund capital on the
board of directors of the corporationy-such. The
representation shall not te exceed one-third of the membership
of such the board. Guaranty shareholders in sueh mutual
companies shaii-be are subject to the same regulations of law
relative to their right to vote as apply to its policyholders.
Sueh The guaranty #£und capital shall be applied to the payment
of the legal obligations of the corporation only when sueh the
corporation has exhausted its assets in excess of the unearned
premium reserve and other liabilitiess-and~if-such. If the
guaranty fund-be capital is thus impaired, the directors may
restore the whole, or any part thereof of the capital, by
assessment on its policyholders as provided for in section
515.18. By a legal vote of the policyholders of the
corporationy at any regular or special meeting thereof;-amid
of the policyholders df the corporation, thé'guaranty fund
cagital may be fully retired or may be reduced to an amount of
not less than fifty thousand dollars, previded-that if the net
surplus of the corporation together with the remaining
guaranty fund-shai: capital is equal to or execeed exceeds the
amount of minimum assets required by this chapter for such
companies, and provided;-furthery-that if the commissioner of

insurance consents therete to the action. Due notice of sueh

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 nctice of suech the
meeting shall also be given in accordance with the-provisions
cf-2es the corporaﬁion's articles of incorporation. No A

company with sueh the guaranty fumd capital, which has ‘ceased
to do business, shall not distribute among its shareholders or
policyholders any part of its assets, or guaranty fund
capital, until it has fully performed, or legally canceled,
all of its policy obligations. Shareholders of sueh the
guaranty fund capital sheii-be are entitled to interest on the
par value of their respeetive shares at a rate to be fixed by
the board of directors7-not-te-exceed-seven-percent-per—annums
and approved by the commissioner, cumulative, payable
semiannually, and payable only out of the surplus earnings of

sueh the companyr-but-tn-no-evene-shaii, However, the surplus
account of sueh the company shall not be reduced by the

payment of sueh the interest below the figure maintained at
the time said the guaranty fund capital was established;-and
prevideds-furthery;-that-no-sueh. In addition, the interest
payment shall not be made unless the surplus assets remaining
after the payment thereocf-sha:® of the interest at least equal
the amount required by the statutes of Iowa to permit sueh the

corporation to continue in business. In the event of the
dissolution and liquidation of amy a corporation having a
guaranty fund capital under the-provisiens-hereof this
section, the shareholders of swveh-fund-shati-be the capital
are entitled, after the payment of all valid obligations of
the company, to receive the par value of their respective

shares, together with any unpaid interest thereen on their
shares, before there may be any distribution of the assets of
satd the corporation among its policyholders. These
provisions are in addition to and independent of the
provisions new contained in section 515.19.
EXPLANATION
This bill changes the name of the guaranty fund of a mutual
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insurance company to guaranty capital.”. In addition, it

provides that shareholders of the guaranty fund are entitled
to interest on the par value of their shares at a rate fixed

by the board of directors with the approval of the

commissiconer of insurance. Current law limits the rate to

seven percent per annunm.

LSB 81865 71
rr/jw/S




SEXNATE FILE 2226

AN ACT

RILATIRG TO THE GUARANTY CAPITAL OF A MUTUAL INSURAMCE COMPANY.

3 IT ENACTED BY THE GENERAL ASSINBLY OF THE STATE OF IQWA:

Section 1. Secticn 515.70, Ccde 1985, is amended to read
25 follows:

915,20 GUARANTY FYNB CAPITAL.

Any A mutual cormpany herstofore-or-heveaftee organized
under this chapter may establish and maintain & guaranty fund
capital of at least [ifty thousand dollars made up of
multiples of ten tncusand dollars, divided inte shares of not
less than fifty dollacrs each, to ve lavested as preovided for
the investment of insurance capital and funds by section
515.35. Guaranty shareholders shall be members of the
corporation, and provision may be made for representation of
the shareholders of sceh the guaranty fund capital on the
tracd of directors of the corperationy-such. The
vepresencation shall not to exceed one-taird of the membership
¢ sueh the board. Guaranty shareholders in suek mutyal
companies ahati-be are subject to the same regulations of law
crelative to their right to vote as apply to 1ts policyholders,
Sach The guaranty €und capital shall be applied te the payment
of che legal cbligations of the corporation only when suwea the
corperation has exphausted its assets in excess of the unearned
premium ceserve and otner liabilities;-and-ré-ameh. 1f the
guaranty fund-be capital _is thus  mpaired, the directors may

essessment on its policyholders as provided for in section
323.18. Ay a ingal vote of che gaticyhelders of the
¢3rporationy 4t any reqular or spec:dal meering thersnf-satd

o

toe policyhelcers of the cocposation, Lhe suaranty fund

capital nay be fully retired or may be reduced to an arcunt of
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not less than Cifty thousaend dollars, prawrded-thet (f the net
surplus of the corporation together with the cemaining
guaranty fond-shadl capital is egual to or ewcred £xceeds the
arount of minimum assets requiced by this chapter for such
cerpanies, and providedr-facthers-that if tone commissioner of
insurance consents thereks to the action. Ouve notice of sach
the proposed aclion on the part of the corporation shall oe
included in the notice gives to policyholders and shareholders

pcelicyholders any parct of its assets, or guaranty fand
capital, until it has fully performed, or legally canceled,
al} of its policy obligations. Shareholders of szueh the
quatanty fand capital shati-be are entitled to interest on tnoe
par value of thelcr respective chares at a rate to be fixec by
the board of directorsy-neb-ta-exaeed-asven-—peccenk-per-sa=namy
ard approved by the comnissioner, cumuiative, payadle
semiannually, and gayable only cut of the surplus earnings of
sach the companyy-but-tn-no-event-ahati. However, the surplus
account ¢f sueh the company shali not be reduced by the
payment <f sueh the interest below the figure maintained ay
the tire saatd the guaranty fond capital was established:-sad
providedy - further;- khat-no-swech. In addition, the interes:
payment shall not be made unless the sucrplus assets cemaining
atter the payment %heresf-aratt of the i1ntarest at least egqual
the amount required by the statutes of Iowa to permit suen the
rozporation Lo continue 1n business., In the event of the
dissolution and liqguidation of amy a corporation having &
quazanty fund capital under the-proviasrona-hereaf tnis
secrion, the sharennlders cf sweh-£and-skait-be the capital
are entitled, aftec the payreat of all val:i:d obligations <!

the econpany, Lo ceceive the pac value of thei: respeciise
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shares, together with any unpaid interest thereen on their
shares, before there may be any distribution of the assets of
saxd the corporation among its policyholders. These
provisions are in addition to and independent of the

provisions mew contained in section 515.19.

ROBERT T. ANDERSON
President of the Senate

DONALD D. AVENSCN
Speaker of the House
I hereby certify that this bill originated in the Senate and
1s known as Senate File 2226, Seventy-first General Assembly.

K. MARIE THAYER

- Secretary of the Senate
Approved _;Z_“_, 1986

TERRY E. BRANSTAD

Governor




