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S.F. _~~ H.F. _ 

DIVISION I 

Section 1. NEW SCC'2WN. 510.1.<\ SHORT T~';"';::' 

] Thls cl.aptpr may be cited as the "Managing G~~pral AgelltH 
·1 Act." 

Sec. 2. NFW SECTION. 510.2A DEF~N~TIONS. 

6 As used in this C!1apter I unless the cont?At '.J:..her~.-Jisp 

7 requlr~s: 

10 

1 1. 

7. 

J. 

"COI~m~S;iior.erll ;neans the corr.missioner of :nsllrance. 

"Tnsurer!\ mea~s a person duly licensed i~ ~his state as 

':"2 .;1:1 inS'l!."f}::ce co:r.pany pursuar.t to ':'itle XX. 

( l ) 
, ' '(" nena.t ... 

J i businpss o[ arl i~s~rerr incl~ding tl1e managp~e!1 .. oE a separa:e 

:d divisiol1, deparLwe~ti 0!." underwri,ting o~~ice, a!~~ who a(~ts Js 

~y <~~l agE:1t for such ir::;~lrer \'ir:e::~er .~r.()~·i:; 2.S a i1:("::~dgins (jC?:~t-7rc1~ 

II) agc·::t t if,an-=t:;er, or ether ~:r.;ilar terr:l or r.i:-,l~~~ 

2 ~ (2) hTi eh 0::- 'vIi thout ..3ut:'":o::' ty and ~i t::e:- ::;ep(:O~aLell nr 

7.~ to 8( qrea1 e'" tha:; Ei '.../f' pefCer.t 0:' the policyho':'de:- surp~;.,;~ ~n 

) San y ():; e q.:..-:' r t 2 r 0 rye d ~ a:; r e po r i~ e din :':1 P 1 a ~J '.. ,.:., ~;:1 \l a ! 

)G s~dtpne·~t or ihe irlsurer. 

? i f , , Engcges ; n ei :~2~' or bot.h of the fol l.owl:-:q: \ 

'Q (<3 \ Ad:}usts O~ p2y~ c::"aiifis in excess of an ,':i:r!o:...:n :: .I. ~, 

2~J dpt.er~l!!ed by :~e ~ommissio~er. 

{b} 

3l o . Managinq general agent dees not i:"lclude dr!y of :.he 

.1? follo'.Jing: 

13 (11 An employee o~ the insu[e~. 

3~ (2) A ~anager of a United States branch of an alien 
3S ins;lrer who resides in this country_ 
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1 (3) An underwriting manage:- \·!hc, plJ.r~;ua!~t to 

2 manages all insurance operations of the ills~rer, 

H· " 

contrac~ .-

.~ common CQ!,""t!:"ol '.lith the insurer, sl~bject to cheJpter '~),i\ 

/, rl.'L.1!:.ing to th0 r~·z.!lilat io~ cf i~;'-;;I!r.-{nce holdi;~g cC:::.~;'~;~:l 

S sys:ems, and \.;r.o is not comper-:sated Dosed upon the v:: .. d;::::"~ 

G prelOltlms writteI~. 

7 (4) An i~surance co~pany, in con~)ection with the 

8 dccc~ta~ce or rejectio~ of reins~rance O~ a block of DllSlJless. 

9 (5) 'I'he attorney-in-fact aL:thorized by or act.i.r.q f,)!:" thp 

10 si;bscr !.bers a reciprocal i:;surer or intfl!:" ':'nsurance eXC:!d;lgP 

11 unde!:" power of attor~ley. 

12 '> • "~ndcrwrite" rreans the a~tho~ity LO accept or rpject 

13 risk on behalf of the insurer. 

1.4 Sec. 3. NEW SECTION. 5~O. JA LICENSURE R£QUTRW -- 30Uu. 

15 1. A person shall not act :n the capac~ty at a managi~q 

16 general aqen~ wit~ ~e3pect tC) risks loca:ed in this state [O~ 

17 a~ illsurer licensed in :his state unless the FJPfSOJ1 lS a 

18 lice~sed proctlcer in this 5;'c1~t='. 

19 2. A person shall ~ot act In the capacity o~ a rnanagl.!1g 

20 gerleral agent represcnt!ng a~ insurer ~ , ., ~ 

GOrrlCi ..:.E?C 1.n this 

21 wittl respect to risks :ccated ()utside this sta~e ~nless ttlP 

22 perso~ is licensed as a resident or no~:esident prod~cer In 

23 this state pU[SUallt to the provisions of this chapter. 

24 3. The commissio~e! ~ay require a bond for each compa:ly 

25 represented by a managing ge~eral age:Jt in dIl d"'U'-1rlr. 

26 acceptable to the commissioner for the pro~.ection of the 

27 insurer. 

28 4. The commIssioner ~ay require a managing general agp~~ 

29 to maintain an errors and omissions policy. 

30 Sec. 4. NEW SeCTION. 510.4 REQUIRED CONTRACT PROVISiONS 

31 LIMiTATIONS. 

32 I. A person actlng in the capacity of a ~anaging ge"era 

33 agent shall not place business with an !nsurer un!ess a 

34 written COlltract is in force between the parties which sets 

15 forth the responsibilities of each party. If both parties 
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1 share responsibility for a particular function, the contract 

2 mllst spe~ify the division ot such responsibilities, and must 

J corltain, at a minimum, all of the following provisions: 

4 a. The insllrer may termi:late the contract for cause upon 

5 written notice to the managing general agerlt. The insurer may 

6 suspend the Ilnderwriting allthority of a managing general agent 

7 during the pendency of any d~spute regarding the cause for 

8 termination. The insurer shall advise the commissioner oE a 

'J termination 0, a suspension pClrsuant to t!1is Pdragraph. 

10 b. A managing general agent shall render accounts to the 

11 insllrer detailing all transactions and remit all funds due 

12 unde, the contract to the insurer on not less than a monthly 

13 hasis. 

14 c. All funds COllected for the account of an insurer shall 

l5 be held by a managing genera~ agent in a fiduciary capacity in 

16 d bank which is a melnber of the federal reserve system. This 

17 account shall be used for all paymen:s on behalf of enp 

18 insurer. A managing gerleral age~t may retain no more than 

19 three months estimated claims payments and allocated loss 

20 adjustment expenses. 

21 d. Separate records of busi~ess written by d managi~g 

22 qe~erdl agent shall be maintailled. An insllre~ shall havp 

2] ac(:ess and a ~ighl to copy all accounts and records related to 

2,1 the .insllrer '5 hu·:;inpss ~n a form usable by the i:::-:;ure!· and lhe 

75 commissioner shall have access to a!.: boo~::;, bank <:lccQunts, 

26 and ,pcards of a managing general agent in a form usable to 

27 !!le commlSSloner. Scch records sllal: be retai::ed at lea5~ 

28 Iintil after completIon by the insurance dlVisio~ of the nex~ 

29 triennial examinatio~ of the ills~rer. 

;0 P. A?rHop,ia~e I;nden-i::-it:ng guideli;:es ln~li:(Lng, but ::ct 

',~ limi.ted to, the follo<lir.q: 

17 ( , \ 
1 J Tile maximllm a!l~ual premium volume. 

:11 (2) The basis of t!1e rates to be cha::-ged. 

J~ (3) The types oE risks which may be written. 

)5 (4) Maximuln limits of liability. 

-)-



'- . ( 5 ) 

2 ( 6 ) 

J ( 7 ) 

4 ( 8 ) 

Applicable exclusions. 

Territoria: linitaLio~~. 

S. F. 

Policy cancellation provisiorls. 

H.F. 

The maxi~u~ length 01: duratiu~ o~ ~.~e policy per~c(,!. 

insurer may cancel o~ refuse ~o renew any policy o[ 

6 insura~ce produced or Jnderwritten by a manag:ng ge~e~al 

'" The 

7 agellt, subjec~ to ~he applicab~e laws and rules concer~ing tte 

B canceliation a~d nonrenewal Q~ j.nsu~a!~ce policies. 

9 2. Permissiole provisionR in a contract arId t~eir 

10 reqLlirements i:lcilide the following: 

Ii a, If the contract permits a rnanagi~g genera: agent to 

12 settlp claJms on behal~ of the inSJrer all of :he following 

lJ reqlliremen:s apply: 

l4 

IS 

( 1 ) 

gpr.eral 

All claims reported mus~ be reported by the managir:g 

agent to the insurer in a timely manner. 

A copy of the c:air~ file m~st be sen~ :0 the ins"I"f 

reques~ or as soon a5 the managing general agellt kr,.,ws 

18 that the claim ~eets one or more of the fo:lowi:~g conditio~s: 

If) ( 2 ) 

17 at its 

29 (a) The claim has the potentia: to exceed an amou~t 

20 determined by the commissiorlPf or exceeds the lin:it set by ~j~c 

21 insurer, whichever is less. 

22 (b) The claim involves a coverage displ:te. 

2J (C) 

24 of the 

2S (d) 

The claim may exceed the claims settleme~t authority 

managing general agent. 

The claim :s open for more tr.an six months. 

26 (e) The claim is closed by payment of an amount set by the 

27 commissioner or an amount set by the insurer, lvhichever os 

7.8 less. 

29 (3) A" claim files shall be the joint propecty of the 

)0 l.nsurer and the managing general agerlt. However, ~pon a~ 

11 order of liquidatio~ of the ins~rer the files beco:ne the sole 

32 property of the ins~rer or its estate. The ma:\aginq genera~ 

33 agent shall have reasonable access to and the right to copy 

34 the files on a timely basis. 

35 (4) Any settlement authority granted to the managing 
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1 general agent may be terminated Eor cause upor. the ~nsllrer's 

2 ;·;r i tten :lot ice to the managing qeneral agent o!'" upon the 

1 ter:nir.alioIl oE the ~or.tract. trhe insurpr :nay s~~::-q)pnd t.he 

~ set t leme:1l author i ly dur ir.g tlH? pendencY' 0f any dispute 

S rcqarrtlng the cause for terrnination. 

6 b.:t electronic cldi~s files are :n existp~ce, tne 

7 contract must address the timely transtl:::>si(:':: c:- transfe::- of 

H ~!~e data contained in the files. 

c. :f the c()ntract provides ~or a sharing cf i~te~l~l 

: 0 pr0f l.ts by rhe mar:dqir:q gene::-a1 agen!": f a:;c tr.e ;:ia.r~agii!g 

:! ger10raJ agpn~ has the authority to determir:e rhe a~~o~n~ of 

l2 J r.t(~!:":8 proEi:s by establish~,ng 2.os::) reserve?, bj cc:-:':".!:"o'I.J i.:~q 

.\ ci.ai!:-, pdyme:1!:s, or by de~ermining :'he a:nour.t. of ir:!.E<1:11 

pr0(i~s i~ a~y otter manner, in~prim prufits stall ~Qt b~ p2~d 

)~ to_ :O .... }~~lCJ; 

2~~ ;~_nd C3iHGUnt:? O~· pe~cc!itages that r;..2.y be rei:-:su(ed, anJ 

JC conmissiO!1 scf:(?dnles. 

b. C OH:!!'! itt h e i r. 5 \J r e r to pa r t ; c : pa t e i ~ 1 :-15 U :- d nee 0.::' 

:~7 :ei~SU(dr'Ce sy~dicates. 

c. Appoint a~y producer without asst •• !r.g that the producer 

14 is lawfully l.icer.sed to transact the type of l~SU[anc~ ~or 
15 which the producer is appointed. 
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d. Without prior approval of the insurer. payor commIt: 

the insurer to pay a claim over a specifipd amollnt. np~. of 

reinsurdnce, Hhich exceeds one percen'.: of t!V~ p()~ir.yh();dpr·'~ 

sllrplus of the insurer as of December 31 of the previous 

calendar year. 

e. Collect any payment from a rei~surer or commlt I.he 

insurer to any claim settlement with a reinsurer withouL prior 

approval of the insurer. If prior approval is given. a report 

must be promptly forwacded by the managing genecal age!lt to 

10 the insurer. 

11 E. Permit its subproducer to serve on the insurer's board 

12 of directors. 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2J 

24 

2':> 

26 

27 

g. Jointly employ an individual who is employed by the 

insurer. 

h. Appoint a submanaging general agent. 

Sec. 5. NEW SECTION. 510.5 DUTIES Of !NSURERS. 

1. An insurer shall have on file an independent financial 

examination, in a forM acceptable to the con;miss~oner, of eilct: 

managing general agent with which the insurer does or hdS donp 

business. 

2. If a managing general agent establishes loss reserves, 

the insurer shall annually obtain the opinion of an actuary 

attesting to the adequacy of loss reserves established for 

losses incurred and outsta~ding on business produced by a 

managing general agent. This is in addition to dny other 

required loss reserve certification. 

J. An insurer shall periodically. but at least semi-

)8 annually, conduct a~ on-site review of the u~derwriti!~q 311d 

7~ claims processing ope~ations of each managing general age~t 

:JO with which the insurer is cur:ently doi~g business. 

11 4. Blnding authority for all rei!lsurance co~tracts or 

17 participation in i~surance or re~nsura~ce sy~dicates shdl~ 

33 rest with an officer of the insurer. who is not affi;iated 

.14 '",ith the managing general agent. 

35 S. Within thirty days of entering into or ter:nination of a 

-6-
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l contract with a managing general agent, the insurer shall 

2 provide written notification of the appointment or termination 

1 to the commissioner. A notice of appointment of a managing 

4 gener~l agent must include a statement of dllties which the 

5 app!icant is expected to perform on beha),f of the i~surer, the 

6 li~es of insurance for which the applicant is to be authorized 

1 to act, ar!d any other inforlnation the commiss~oner may 

n reqt.:est. 

6. An inStlrer shal: review its books a~d records each 

10 (]tiarler and det~rmi~e i~ any producer, as defi~ed by section 

,15:01\.2, has bpCC)liie, by operation of section SlO.2, subsectlon 

12 1, a mallagi'lq general agent as def~ned in :hal. sectio.l. T C . ~ 
:.j lt~c irlsurer determines that a producer hdS beco::te a ~a~dgillS 

1'; qerlP:"al agc:lt by ()peratj.on of sectiQl1 510.), subsection 3, !"he 

lS inSllrer shall promptly notify the producer a~d the 

lh commissioner of such deter:ni:ldtior. and t::e liiS'Jrer Zl:~J 

~j P[(JciIICer shall fully comply with the provisions of this 

18 cllaptp[ within thirty days. 
, u , " 7. An insur~r st!all !10t appoi!1t to its board of ~i~e(;t0r5 

)0 dn office:·, dirp.ct.or, cr.lployep, produce:-, 0;:- COr~l{(;.!.L':'pg 

)1 s;'d~·ehol(jpr of a ma;ldging general agerlt ()f ttl~ ins~re;:-. 

)) su()sec'·.i.o:~ shall no\". apply to relar.ior:sh!ps govccneJ b'l 

/3 chdpter ~2lA rp.lat~ng LO t~H·~ reg\;"lat.l.on of lCSUrar1ct=>- compd:~j 

)~ hotd:'rlg sysLer.::-;, or, if appi .. i.cable, by chapter S:OA r~':"c1tir,g 

)f) ~u the regLllation of prodGcer c{)~ltro~.led prOp0rty and casualty 

26 ir~slJrer.s. 

S0C. 6. NEW SEC'ION. S~O.6 EXAMINATION AUTHORl';Y. 

2H ~'!1e acts ()f a managing ge~era: dqe~t dre cOl1sidere(j ~o be 

79 the acts of thp. insure~ o;"'! ',.;hcse ~ehalf a md:-:agi r~g general 

:il if it were the iIlsufPr . 

.12 Sec. 7. NEW SEC, ION. 510.7 PENALTIES ANI) LIABILITIES. 
3 3 1. If the commissioner finds, after a hearing conducted in 

34 accordance with chapter l7A, (hat any person has viOlated O;le 

15 or more provisions of this chapter, the commissioner may order 

-7-
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lone or more of the following: 

2 a. For each separate violation, the imposition of an 

) administrative penalty of not more than cen thousand dollars. 

b. 

5 c. 

Revocation or s~spension of the producer's license. 

Reimbursement by the managing general agent of the 

6 insurer, the rehabil Hator, or the liquidator of the insurer 

7 tor any losses !Ilcurred by the insurer caused by a vlo13ticn 

8 of tllis cllapter committed by the managinq general agent. 

9 2. The decision, determinacion, or order oE the 

10 commi:'isior.er pursuanl to subSeCtlOn 1 is subject to judicial 

11 review pursuant to chapter 17A. 

12 3. This sect~on does not aE~ect the right of the 

1 J commissioner to impose any other penalties provided for under 

14 TItle XX. 

IS 4. This chapter is not intended to and shall not in a!:y 

l6 m~lnner limit or restrict the rights of policy~olJersl 

17 claimants, and auditors. 

18 Sec. 8. NEW SECTION. 510.8 RULES AND Rc:G;;,~A':' IONS. 

19 The commissioner may adop~ rules, pursuant t(. chapter 17A, 

2U as necessary or conveniellt for the implementation and 

21 administration of thiS chapter. 

22 

23 

2~ 

2~ 

26 

77 

28 

79 

}O 

3 l 

32 

33 

SPC. 9. NEW SECTIO~. 510.9 EXEMPTION. 

A managing general agent who complies with sections 510.1 

through 510.8 for a block of business, shall not also be 

required to comply with sections 510.20 and 510.2~ with regard 

to the same bloc~ of business. 

D~VIS!ON I: 

Sec. 10. NEW SECTION. 5l0A.l SHORT TIT~C. 

This chapter shall be known and may be ci:ed as the 

"Producer Controlled Property and Casualty :nsure~ Act." 

Sec. 11. NEW SEC~ION. 510A.2 DE?INITIONS. 

AS used in this chapter, unless the context otherwise 

requires: 

34 1. 11Captive insurer" means an insurance company which is 

JS owned by another organization for the exclusive purpose of 

-8-
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1 insuring ~isk9 of the organization and any affiliated company. 

2 or ill tile case of groups and associatIons; an inSl~rance 

3 organization owned by ~he insureds for the exr.: 1 jsive p:JrpOSf? 

i of ir~Sllrillg risks of g~oup a~d association ~~en:hers and a~y 

S affi li.ates. 

"Control" means the possession, direct or i~direcl, of 

the ~ower to di~ect or cal~5e the direcci()rl ot rhe ~allagernerlt 

f~ d!1d policies ot a person, w~ethe~ throuqf1 tn~ ()wners!~~p of 

9 \"ctir'q spcuri.tlcs, by CGntract other r.!lan a cor-::.ract [';)L" S()cd~, 

10 or. nonn:anagemeot. sArvices, or o::!'}(?r~.;i.se. 

17 C')lltru]s, 1101ds w~tt: t~e powers to vo~e or hc:ds pr()xies 

: '.1 d!~otrH-~:'- per~jo:! sule::"y by reason of be.i::g a.~1 cf[lcer ()r 

:.0 (iirpctor 0( thp Qth~r perso~ . 

.. , 
~" :. (:. ! 

,-. :,C· .• 
• ~ < •• ,') ,~~, 

::;!;;:, ", ,~;.' \, Y .::.:-:::'C':(" ~ .~; ~ ':":'-':1. 

.=.!. Al~ rlG~2dmitted insurers . 

20 

>0 Si;perfund A:ne:1dm('!!~s Rea:1Lncrizat-.,ion Act of 1986 .. ?t.;b. :". >~o. 

:>l 99- 4 99, 100 Stat. lr)~) (2.986), the f:::"cera 1 Risk R2!"ent ':',::n ;'.r.~_ I 

~) ~ • .J :'j_S~C. ~90l p.! s"'q. liOS" 'S"OO 986) )" rh'" r",·r"" - - - \ ., /- ~ u. .' c. • (. _ a", ;. PC") ~ C '" • 

c. 

i.'t .. ~!lt.h·)'lCle5 or associa'_ionsw 

All cap~iv~ iG5~r2rs. 

-s-
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5. "Producer" means an insurance broker or any other 

persoll when such person acts or aids in any manner in 

sollcitlng, negotiating, or procuring the making of an 

insurance contraCt on behalf of an insured, ~ho is nol that 

5 person, for any compensation, commission, or other thins 0, 
6 value. "Producer" does ~ct ir.c!t~de an exclusive agent or (i~: 

7 independent agent acting on behalf of the contrnl'ed illsurer 

8 or any subagent or representative of such agent, who acts as 

9 such in tt)e sOl.icit.cltion of, !"1egotiation to:"", or procure!:u=:rt 

JO or maklng of an Insurance contract, if the agent, subagent, or 

11 represelltative is not also acting in the capacity of an 

12 insurance broker in the same transaction. 

6. I'Reinsura~ce inter~e(iiary" means a person ~~ho act~ as a 

14 producer in soliciting, negotiating, or procuring the making 

15 of a reiIlsura~ce contract or binder O~ behalf of a ceding 

16 lllsurer, or acts as a prodllcer in accepling a relnSU~d!lCP 

17 COlltract or binder on behalf of an ass~ffiinq i:1Stlrer. 

18 7. "Violation" means a finding by the commissioner that 

19 one or more of the following has occurred: 

20 a. The controlling producer has not mate~ia!ly complied 

21 with section S:OA.J. 

22 b. 

23 by the 

The co~trolled insurer, with respect 

controlling producer, has engaged in 

to business p1.2ced 

a patte:-n of 

24 charging premiums that were lower than those be~ng charged by 

25 the insurer or other ins:Hers foc. s imj lar rlsks ;oJr i t ter: rl::r i ng 

26 ti,e same period and placed by noncontrolling prod'icers. When 

27 deterlnining whether premiums were lower than those prevd:lil'g 

28 in the market, the commissioner shall take into considQ~dtion 

79 applicable industry or actuarial standards at the time the 

]0 busi!less ;·;as ~·Jritten. 

31 c. ~he controlling producer failed to ma~ntain records, 

32 sufficient to demonstrate that the producer's dealings with 

33 its controlled insurer were fair and equitable and in 

34 compliance w~th chapter 521A or to accurately d~sclose the 

3S nature and details of its transactions with the controlled 

-10-
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1 insllfer, including such information as is necessary to support 

l the chargps or fees to the respective parti"s. 

d • The contrc)lled i_nsurer eittler fai!p(i t!) e5~ab1.ish, or 

4 deviat(:u (ror:1, its \~i1der\·;riting procedures w':':h respec~ :u 

S b<JS iness placed by the co"t rollu:g producer. 

e. The COlltrollpd i~s~rer's capitalization at the tine the 

/ l)\Jsjn~ss was placed by the contro11 ing producer' a:,d with 

8 respect tu s\~ch husiness ~/as not i:1 compliance- ,:;i::h (::ite~:a 

o eSLdblished t,y the cornmissioIler or w~th Tit:e XX. 

f. The controlJ ir.g produce:.- u; thp conLr0.lJ.cd inst~:.-er 

tl tdilpri 10 5ubs~aI)~i~~1:y comply wit~ chapter 521A. 

ll. Sec. 12. 5I0A.] LII·W:'.'\'l'lOiIi UN B:":SIiIi,:SS 
" - ~ l' ;.,'\e Lf) i'i I TH CON'CROLLEu ["SURER. 

j .• A ~)~oducer ~hictl has control of a licP;lS~d propcrtj ~!!~{~ 

" casl!Al:.y insUrL'r ::;htill not directly or i:'"":c:!~rec:..:y p.L.:!cs? 

, " , 3. 

b. 

1 :-: s u. ~. c r ;. ;, 

The producer, prior to [he effective date at ~ny 

27 pc"i..ic:.y, delivers \·Jritter. :lotice ;:0 the p!""()spec~ive ir1S~lred 

)8 dj.sclosing the ~c!dtj,onship be~~ee~ the prodllcer ~l~d the 

T~e disc~,osu(e not~ce sha~l be sigl1ed oy 

$ '.~ ql;"c.,=:,ci LhfOUC;h an C:<Je:1'~~ of t h~ ~roducer ',.,'r:u ~s r:oL a 

~/J ;:():~t[(..;l'! ii19 proGuc:p;: ::he C0!~t;.-oJ.lir:9 prc,dl:cer shall rr~ta~n III 

Y1 thl,::O cunt:·o}.Jinq producer's rec::Jrds a sigt:ed C')!r;:r.lt.l:~~~r :ro:',\ 

-,11-
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1 the agent of the producer that the agent of the prorlt,lcer ' .-. • > 

2 aware of the relationship bet\veen the insurer and t ht, pr;)d\j("p, 

J and that the agent of the produce, has or ' , , 
U.i...i..L ~1()t i ,:y !.he 

4 ir~5ured of the relationship_ 

5 c. All funds collected for the account of the lns,;,-er D" 

6 the controlling producer, af~er co!mnission payments, 

7 cancellations, and other adjustments are made, must be paid to 

8 the insurer at least quarterly. 

9 2. In addition to any other required loss reserve 

10 certification, the control:ed insurer, on Apri: 1 of each 

11 year, shall annually file \.,ith :he comrr.issione:.- an opi~icn of 

1? an independent casualty ac:~ary, or of another i:ldependent 

13 loss reserve specialist acceptable to the commissloner, 

14 reporting loss ratios for each line 0: business ~ritten dnJ 

l~ attesting to the d,lequacy ot loss reserves established Eor 

16 losses incurred and outstanding as oE the ella of the year, 

17 including incurrerl losses not reported, on bUS1:1eSS placed !.ly 

18 the prod'.lcer. 

19 3. The corltrolled insurer shall annually report :0 the 

20 commissioner the a~ount of comffilssiollS paid to the producer, 

21 the percentage such amount !:"ep!"eser~ts of the r~e:-. prpmiums 

22 cnitten, and co:rtparabce amounts and percentages paid to 

23 noncontrolling producers for placements of the same kinds of 

74 insurance. 

25 4. A controlled inSI)rer must establish an alJdit committee 

26 of the board of directors composed of l~depenJe~t directors. 

27 PrlOt to approval of the annual financial staLement, the duJi~ 

28 committee shall meet with management, the insurer's 

29 independent certified public accountants, alld an independenl; 

30 casualty actuary, or another independent loss ,ese[ve 

]1 specialist acceptable to the commissioner, to rev:ew the 

32 adequacy of the insurer's loss reserves. 

J] 5. A reinsllrance intermediary which has control of an 

34 assuming insurer shall not directly or indirectly place 

3<; business with the assuming insurer in a~y transaction in which 

-12-
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such re~nsurance intermediary is acting as a broker on benalf 

2 of the cedlnq insurer. A reinsu.ance ~nte~;nediary which has 

j c()ntro! of a cedi~g insurer s~al: not directly or indirectly 

4 dcc~pl b:lsiness fi.-c:':l the cedir.g inSurer i:1 a:ly ::ransact':'o:; ,::: 

r) \-Jhich such reir:surance :nter:r:ediary is acting as a proJucer 0=' 

fi behdlf of th~ assuming insurer. The prohibitioI1S in this 

"1 s;.lDsection sha':".!. !lot apply to d ~einsurancp inL~r;n~d!ary "'ihic~~ 

8 makp.s.3; ful: and c;:');-'i'iplete 1,..;ril.l.en <3isclu-:;:..t:c tc !:ne partie:-:> of: 

1 ' ~ .L Sec~ l3. NEW SECTION. Si o I\, !; LIABIL!TY 02 CONTRO(.Lr~G 

-; 3 a. I~ ~he co:~~issiorer has . . - , 
:cas(.)~ to oei.eve tt12t a 

:<1 Ct.liit~ol.!.':ng prc,duce:- has cOl.unitted or i::; cc~::i,~t~I1S an tlc::. 

1~) ' ..... ~:ich cO:i~d be determined to ~e a v~ola:ion; a~~ definc(": li-: 

J,5 5c(~tiol~ 510A.J; ~hp co~:n~ssioncr s~al1 servp ~pOi'l :~e 

! ~/ c';"In:. [oj J ing p:-cd~ccr in ':~c :n2nn~-:- provided ;)y (::-;api.:(:~ ::.. 7/\~ a 

); '~h(' C0n(r:()1,~,i:l<j producer engaged in a v':'01 G !:.i..OL; .. ::.:-:; defj,flPd '-" 

ThF. cGni:roli fng producer :sha.~l have an 

:-'0 es f.,::,,:D 1 i sh tha.:~ l..:r.e i nso';"vency 

?~) l;}~Urc: d~(;SC Cllt: o( events ~()l attrihuC2.ble ~.o U--;e vio.:ati.;.;n. 

25 The (}e(~ision, deter~l~nation, or order of the C0ffi~liss~o~er IS 

27 s'lbject to j,.d1cial review pursuant to chapter 17A. 

28 c. lIpan d fl:ldlng. pursuant to this sectloll, that the 

29 cont~olling prodllccr committed a viclation a~d the controlling 

30 produ(:~~ (ailed ttl establish that the v~olat~0n ~id not: 

·11 :;ubstar.r:'?l:y c()!:lr.i.b,,~te '':0 ;.r.e .!.~solv2ncy, the c.:;r~tro~l:'ng 

32 producer s:tall r~iJTbur:-:;e t~(? st·a:2 g14C;raJity fund,::;, creai.:ed 

'3J })IJrS1.\dnt to ('h2.pter SlS9 for .:12.1 pzy;nei~:"s :nade fo~ ;'0552S: 

34 1.o~s adj:lstment, and administrativ2 expe~ses ~n the blls~n~ss 

35 placed by the producer in excess of gross earned premiums and 

-13-
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1 investment income earned on premiums and loss reserves for 

2 such business. 

3 d. This section does not affect the right of the 

4 commissioner to Impose any other penalties ?fovided for ~rl'l!' 

5 Title xx. 

6 2. This chapter does not alter or affect the rights of 

7 policyholders, claimants, cred:tors, or other third partips. 

8 D I V I S ION I I I 

9 Sec. 14. NEW SECTION. 52l8.1 SHORT TITLE. 

10 This chaptec shall be knc<·m and may be cited as the "Credle 

11 for Reinsurance Act." 

17 Sec. 15. N~W SECT:ON. 5218.2 CRt:DIT A~~OWCD /\ [)OME~TIC 

13 CEDING INSURER. 

14 Credit for reins~rance is allowed a domestic ceding ins~:0r 

15 as either an asset or a deduction from liability 011 aCCQI)nc of 

16 relnsurance ceded only if the re:nsurer I:Ieets the requ:re,,,,,cor.s 

l7 of subsection 1, 2, 3, 4, or 5. If the reinsurer ~eets 

18 requirements of subsection 3 or 4, the requi:ements of 

19 subsection 6 must also be met. 

the 

20 1. Credit is allowed if the reinsurance :s ceded to a~ 

21 assuming Insurer which is licensed to transact the b~siness of 

27 reinsurance in this state. 

23 2. Credit is allowed if the reinsurance is ceded to an 

24 assllmlng insurer which is accredited as a reinsurer in this 

25 state. An accredited reinsurer is one which satisfies all of 

26 the following conditions: 

27 a. Files l'Iit!:'. the commissioner evidence of submission to 

28 the jurisdiction of this state. 

29 b. Submits to the authority of this state to examine i~s 

10 books and records. 

31 c. IS licensed to transact reinsurance in at least one 

32 state, or in the case of a United States branch of an alien 

1] assuming insurer, IS entered through and lice:lsed to transact 

34 the business of reinsurance in at least one state. 

3') d. Files annually with the commissioner a copy of its 

-14-
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1 annual statement filed with the insurance department of its 

2 sta~e oE domicile and a copy of its ~ost recent audited 

3 (ina:lciaJ. statement. ~!';r.i does either or the rollo\ .... i.ng: 

( 1 ) Maintal<ls a surplus With respect to policyholders ill 

5 all aiCO~Jilt which is :10~ less than twenty mi:.~i.on dollars and 

6 w~ose accreJitdtion has ~ot heerl dellied by tte ccmmissicn~r 

7 Wit~lill 11i~ety days of its SUb~lission to the ~urisdiction of 

H this state. 

( 2 ) Maintains a surpl~s with respect to pol~cyholders In 

:0 ~:r amQljllt le~s than twenty ;nilli.oil dcl~ars d~d w~ose 

11 accreditdtio~ has b(~?n approved by the commissio~er. Credi. (~ 

~ 2 sr:.:"111 not be d::"lo~·;ed a doXt€scic ced~ng i;~::)ure:--, if the 

!1 a:~(~reJirat~O!l o~ ttle assumln~ insurer is revo~ed by the 

1.·1 cowznissioner after net. ice and hear i:;g. 

~r) To qd~lify as a:~ accredited reinsur~r, ai; assu;~ins ~n5urC'.:: 

.1 f) must meet ~l~ o~ the req:...:ire:ner:ts and ::~e sta::da.;.-ds set fO':Lh 

17 ~~ this s~lhsect~on. If the cc-nu:tiS3ic~er c\?term:nes that t~-:2 

iR 2S5~!I:ling inSU{2f has failed to contin~:e to ~pe~ a::y of these 

:;: lIl:->urpr, 

Ii'";. :: ne 

21 same holdi:lg conlpany systeln. 
y.','C ? ') a. Credit is allowed if ttle reinsura~ce is ceded to an 

75 assuliling insurer which is dom~.c~led a~d licensed in, or in the 

27 case of a United States brarlch of all alien assuming insurer, 

28 is e:1terer:l through a state which employs standards regardir.g 

29 credit for rei~surance s~bstantially similar to those 

]0 applicable under lhis sectio~. and ~he assuj<:ing i~surer or 

1: U<lited States branch of all alien assuming :nsurer does both of 

32 the following: 

( 1 ) Maintains 

34 an amount not less 

a surplus with respect to policyholders 

~han twen:y million dollars. 

1n 

35 (2) Submits to the a~thority of this state to examine its 
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1 books and records. 

2 b. However, the requirement of paragraph "a". subparagraph 

3 (1). does not apply to reinsurance ceded and assumed pursuant 

4 to a pooling arrangement among insurers in t~e sal~e holdinq 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

:5 

16 

company system. 

4. a. Credit 1S allowed if the reinsurance is ceded to n~ 

assuming insurer which maintains a trust fund in a qualified 

United States financial institution. as defined in section 

521B.4. subsection 2. for the pay~ent of the valid claims of 

its united States policyho:de~s and ceding insurers. their 

assigns. and successors in interest. The assuming insurer 

shall report annually to the commissioner information 

substantially the same as that ~equired to be reported or. t~e 

national association of insurance commissioners' annual 

statement form by licensed insurers 

to determine the sufficiency of the 

to enable the commissiotler 

trust fund. In the case 

17 

18 

of a single assuming insurer. the trust shall consist of a 

trusted account representing the liabilities of the assuming 

19 insurer attributable to business w~itten in the United States 

20 and. in addition, the assuming insurer shall maintain a 

21 trusted surplus of not less than twenty million dollars. In 

22 the case of a group of individual unincorporated underwriters. 

23 the trust shall consist of a trusted account representl.ng the 

24 liabilities of the group attributable to business written In 

25 the United States and. in addition. the group shall mai~tain a 

26 trusted surplus of which one hundred million dollars shall be 

27 held jointly for the benefit of United States ceding insurers 

28 of any member of the group. The group shall make available to 

29 the commissioner an annual ce~tification of t~e solvency of 

30 each underwriter by the group's domiciliary regulator and its 

31 independent public accountants. 

32 b. In the case of 

33 common administration 

a group of :ncorporated insurers under 

which complies with the filing 

34 requirements contained in paragraph "a", which is under the 

35 supervision of the department of trade and industry of the 
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s.p. S/V:.I!.F. 

1 United Kingdom, which submits to the authority of this state 

2 to examine Its books and records and bears the expense of the 

3 examination, and which has aggregate policyhol.ders' sllrplus of 

4 at least ten billion dollars, the trust shall be L~ all an!o~nt 

5 equal to the scveral l~abilities of the g[O~P attributab:e to 

6 bllsil~ess wcittCIl in the Cnited States. The group shall a:50 

7 maintain a joint trusteed surplus of whi~l, one illl~dred mi_:;on 

R dolL)[s shall be held iointly :or the be::efi:: 0:: ~Jn:ted Std.::es 

() ced:ng i.nsurers of di'iy member- {)f the q!'cup, <l::d ~J.ch membe~ of 

10 the group shal:~ make available to the ccmn,iss!onec an a:l:lliat 
1 ' . -'- certiEicatl0n of the member's solvency by th~ me:nber 15 

17 dOr.lici1.iary rp.g:llatcr and its independ~;'";t public aC:CO'.J:1tant. 

c. Such trust snal:" be estaolished in a forn dPp!:"oved uy 
14 the commisslonpr. The trust instru~ent shall provide tt:at 

IS contested claims are valid and e~forceahlp upon findl 

1 S Qrder of any court of competent". jut" isdict :on in ~he Cn~ '.ed 

.l7 States. fhe trust vests legal tit~e to its assets ill tne 

Star.t:s 

i r:tet'0:':';~,. 

24 ieinsllrance 2greeme~ts sl~bject to the Lrust. 

2S d. No :ater thall February 2A of eac~ yea~ the trus~ees of 

26 the trust sha] 1. report. to the ccrr ... t'flissio;;er in \vrit.ing setting 

27 forth the balance of the trust and listing the tCllst's 

~8 investments at the end of the preceding calendar year and 

29 sh~ll certify the date of terminaticn of the trust, if so 

~O planned, or cer~i~y tha~ the tr~3t shall not expire prior cO 

J: the following December 31. 

:32 5. Credit IS allowed if the reinsurdllce IS ceded [0 an 

33 assuming insurer not meeting the [eq~irements of sllbsection 1: 

34 2, 3, or 4, bet only with respect to the ins~rance of risks 

3S located in a jurisdiction where scch reinsurance is required 
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1 by applicable law or regulation of that jurisdiction. 

? purposes of this subsection, jurisdiction refers to ~ 

For 

3 jurisdiction other than the United States, and ally stdte. 

4 district, or territory of the United States. This sul)se(~t~· 

~ allows credit to ceding insurers which are ~d:lddted by H"C~ 

6 jurisdiction to cede reinsurance to state owned or contro:i0d 

i Insurance or reir~Sl.i!:"ance compan.!.es or to partit;l.pdte In POOLS, 

8 gU3ranty funds. or joint tlndecwriting associations. 

6. a. If the ass~ming inStlrer is ~ot licensed or 

10 accredited to transact insurance or reinsurance i:, this sta:e, 

11 the credit permitted by subsection 3 or 4, is not a110~ed 

12 unless the assuming inSllrer agrees In the reinsurallce 

13 agreements to both of the following: 

14 

l5 

10 

lJ 

18 

19 

20 

(1) That in the eve~t of the failure of the ass\Jlni~g 

.nsurer to perforre Its obligd:io~s undec the terms of the 

the ceding insurer, shall submit to the j'lrisdiction of any 

court of competent jurisdiction in any state of the Unlted 

States, sha).) cOr.lply with all require;re:lts necessary to give 

such court jurisdiction. and shall abide by the final decisisn 

21 of such court or of any appellate COtlrt in the event of al1 

22 appei'l1. 

21 (2) That the commissioner or all attorney desigrlared in the 

24 agreement is the true and lawful attorr,ey of h . 
: .. e aSSUiTIing 

2S .nsurer upon whore may be served any :awE~l process in any 

26 action, suit, or proceeding instituted by or on behalf of the 

27 ceding company. 

28 b. This subsection .s not intended to conflict with or 

29 override the obligation of the parties to a reinsurance 

30 agreement to arbitrate their disputes, if such an obligatio:: 

31 is created in the agcee~e~t. 

32 Sec. 16. NEW SECTION. 521B.3 REDUCTION FROM LIABILITY 

33 FOR REINSURANCE CEDED BY A DOMESTIC INSURER TO AN ASSUMING 

34 INSURER. 

35 A reduction from liability for the reinsurance ceded by a 
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i. domesli.c i.nsurer to an assu:tung tr.5urer n.ot meeting th~ 

2 requirpmen:s of section 5213.2 is allowed in an amo~nt not 

.\ cx\.ped~ng 7".!1e liabilities carried by the cpding inst)rer .:!nd 

.'i the reu:Jct ion sha11 be in the c..ll;ic:.:r.t of :I)~ds r.eld by () :.- Qr; 

~ hphalE (If the cpding insurer, including funds ~~e ;.d ~n r. ft.;.S • , 
fi f()[ :h~ cedir:g i~G~rp:.-, und2r a re~nSUraI\Ce c~ortract witt thp 

/ a.s~';t!mi:~<J ':'nsurer ciS security for the paynent cE :-':01 :'ga::ioi:s 

H under the rc':ns~~rance contract r i.f suc~ sec.;:.;:y i.s he.id ':'!1 

9 t~le Cllitpct Sta~es sllbject to witt:drawal soi.ely ~)y, cil1d ui~(ip~ 

it} thp. excltls:'ve c:..")r.tro: of, the ceding ins;.;re:-, or i:) ~he C(:~Se 

11 of a ~r~~~, hei,i in a qualified Unit~d StatH:~ fi~a:)cia] 

2h 1 S 

, . . . 
tf'0 rOi ;.O'.....-!Ilq: 

14 i • Cash. 

2. Securities listed by the securitif-!s vaiULlr.ior. o~:::ce 

It) thp na'::i.onal a:::,sQciatior. of lnsur.Ji~r.:e comn~i::.s1.cners and 

J 7 qUill i ~yi~q as ddmi lteJ assets. 

:>'~ thp. fi,l.':':-:g date 0:= j.ts annuill s;.:at2Iu~r.l. 

)I} i,ett:~rs c.c C'red~!: ::leetJ..ng .app~icab~c .standard;:; of lS-Stier 

2
r
, ?cccpraoi:ity as of lh2 dates of :~e~r :ss~dr:ce or 

76 conf1 fl"(\otiGn sr:d11, :':OT.\'lit~1sta:1d::"ng the s~~t-;seq:":l:n':". ;:cti~UrB o~ 

"<'7 the i~:;s\):r:q ()r ce,nti:-mi:1g ir:s~.i.t~::ion ()r s~b~:.;p.(!u.en: t·a;.::"ur:~ ;J) 

29 ~e dCC'f?'!)t3hle as .secu~ity ;..;n~i} t:l?i.r ~xf.Jii..-aLio;l, extension, 

'~() I?ne\vdl; r.odific3ti;;;:, Or am2~:di:":entl whic!iev€!· :i.r:-;c. occurs. 

3 l 4 . Any other forrn of sec~<itY acceptab!e ~o the 
32 commissloner. 

3J Sec. 17. 5218.4 QUASIF:ED UNrT~D STATES 
34 FINANCIAL rNS~ITUTIONS. 

3'0 1. for purposes of this chapter. a "qualified United 
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1 States financial institution" meaes an institution that 

2 satisf.ies all or the following conditions: 

3 a. The financial institution is organized or licellHPd 

" under the la\'ls of the United States Or aey sta~e or tlep 'J;~. 

5 Statp!,;. 

G b. The tinancial institution is regula::ed, supervi.sed, ..:l!i<1 

1 examined by federal or state authorities having regulatory 

8 authority over banks and trClst companies. 

9 c. The financial Institution has been deter:nined by eitnpc 

10 the commissioner, or the securities valuation o[:ice of the 

11 national association of insurance commissioners, to meet Ht:ch 

12 standards of financial condition and standing as are 

13 considered necessary and appropriate to regulate tlee qualitj 

14 of financial institutions whose letters of credit will be 

IS acceptable to the corrmissioner. 

16 2. A "qualified UIllted States financial lnstitution" 

17 lneans, for purposes of those provisions of this cleapter 

18 specifYLng those institutions that are eligible to dct as a 

19 fiduciary of a trllSt, an instit~tion that is hoth of the 

20 follo;"ing: 

21 a. Organized or licensed under the laws of the Unlted 

27 States or any state of the United States, and has been gra~ted 

2] authority to operate with fiduciary powers. 

24 b. Regulated, sllpervised, and examined by federal or state 

25 authorities having regulatory authority over banks and trust 

26 companies. 

27 Sec. 18. NEW SECTION. 5218.5 RULES. 

78 The cow~issior.er may adopt rules, pursuant to chapter 17A, 

29 as necessary or convenient to administer this chap:er. 

10 DIVISION IV 

Jl Sec. 19. KEW SECTION. 521C.l SHORT TITLE. 

32 This chapter shall be know~ and ffiay be cited as the 

33 "Reinsurance Intermediary Mode: Act." 

34 Sec. 20. KEW SECTION. 521C.2 DEFINITIONS. 

35 As used in this chapter, unless the context otherwise 
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1 requires: 

2 1. "Actuary" means a person who is a member ~n good 

3 standi~q of the American academy of actuaries. 
2. "Controllir:g person" r.tea:1S a person \.;t1o directi.y or 

!j indirectly has the power to direct or cause to be directed, 

() t:he l;lilnagciOent, control f or ac:':vities of the reins:..trdnce 

"7 intermedLJry. 
., . l'Insurer" rne3~S a person ~.icP~5ed to t~a:lsdc\: the 

"L':'censed producer" means an agent, h~Gker, or 

rpi.!lSUrance intermediary licensed p~rsuant to the applicable 

17 prov; sinn of the insllrance lavl of any ivr isdi.ct. :cn. 
, ) , . 5. "Rei:1st!~dt1C0 inLe!.'"::led~ary" means a r(·.i.nsurcl.lcf' 

:4 intermediary-broker Or a reinsurance inre[mcdiary-~anager. 
. , 

(i • "Reinstlrance inte[n\edia~y-broker" mearlS a person, other 

If) :,:1,-10 dn f)[f:'cer or E'lTipl;>yee uf ~he cedi(~q i::sJce!:", \'i~O 

1) sulicits, nego-i,ates, or fllaces rei~siira~ce (:ess~o~s or 

7.0 ,1.i\:";,lrer. 

7 . 

)2 l"la.s Lltlt.~ori';-.y to hi::d or n3nase a':": or part c[ 7.he as:7>urT.f:':c. 

7. 1 rc~nsurdnre busi ~e:;s of a. ~ein:3urer, i:cc;.udiiig i· h,::. 
~ l.e 

)9 re:nSllrance interI1ediary-manager, ~ith respect :0 rhe 
30 r:':"l:1SUcer: 

31 a. An emp:oyee of t~e re:nsurer. 
32 b. A manager of a United States branch of a~ alien 
13 relns~rer who resldes in this COllntry. 

o. An underwriting manager who, pursuant to contract, 

15 manages all the reinsurance operations of the reinsurer, who 
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1 is under conunon control with the reinsurer, subject. to chctpt:~r 

2 S2lA re12ting to the regulation of insurance holdlng cOmpctll~ 

J systems, and who is not compensdted based upon the vn!uffie c' 

4 premiums wrltten. 

S d. rhe manager of a group, association, pool, or 

{} organization 0: insurers Hho engages ~n joir.t". \lnde~\":[lti:"':S ";!" 

7 joint reinsurance and who !S suoject to exarei:lation by t~:p 

8 insllrance commissioner of the state in which the manager's 

9 principal btlSinpss cfficp is located. 

10 8. "Reinsurer" means a person licensed ill this sta:e ~s ~ 

II rein~urer with the ac:hority to assume rei~surance. 

12 'oJ • "To be in violation" reea~s that t~e reinsurance 

13 lntermediary, insurer, or reinsu~er for whom the reinsurance 

]4 intermediary was acting failed to substantially comply with 

15 the provisions of this chapter. 

16 10. "Quali:ied :In':''t:ed SL:J~.f~:'; :ini.lnc:a::" :"nstit~ltion·' :tP'd!~::. 

17 an institlltion that satisfies all of the following conditio!ls: 

18 a. The finar:cia1 i,-,stitlltion is org2nczed or licpnsp,; 

19 tlTld~[ the lat.-iS of the United States or any state or: the :.:nited 

20 States. 

21 b. Th~ financidl institlltio~ is regulated, supcrv!sed, arld 

77. exa~ined by federal or state authorities havlng regula~ory 

21 allthority over banks and trust co~panies. 

24 c. The financial institution has been de:ermined by either 

25 the commissioner, or the securities valua~ion offic~ of ttlC 

26 natio:1al association of insurance commissioners, to meet suer. 

27 standards of flnanClal conditio:1 and standing as 2re 

28 COIlsidered necessary and appropriate to reglllate the quallLy 

29 of financial institutions whose letters of credit will be 

30 acceptable to the commissioner. 

3l Sec. 21. NEW SECTION. 521C.3 LICENSURE. 

32 1. A person shall not act as a relnsurance inlermediary-

33 broker in this state if the person maintains an office in lhlS 

34 state or another state individua:ly or as a member or en!ployee 

3~ of a firm or association, or as an officer, director, or 
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1 f'mployef' of a corpora! ion, u:~less the person IS a licensf'd 

l producer in this state or a~oth .. r state hav,nq d :Ci'" 
1 subgtan~ially similar tu this law, or the pe~su!\ is 1~Cel\SQJ 

4 In this state as d no~resiJpnt reinsuranre Inte:mediary. 

7. A person shall ~ot act as a rei~sur~~ce ~ll~ermcdiary-

~ ~na{\dqer ill any of L11c EollQwil1g cirC~lnstances: 
-, a. Where tl~() re~,n5urer is do~iciled ill ~his statp, :1111ess 

G ti'~ ~erson is a li,c~nsed producer In this std~e. 

') h. Where ti\~ pec';on ~\aintdins a:~ cf~ice i7: t.h~5 stdte 

~o iIldi,vjdu~i!y or as J Ite~ber ~r e~ployee at a ~ir·n or 

Ll ~ssociation, or as an officer, di~ector, or e:np1oyee of a 

:.2 c()!"pordt-.icn in t.his stdte r unles~-; t.he person ~s a liccnspd 

13 ;.J[odu.cc:" in t.his state. 
. , 
J-, c. ~<ljhpr!? LLc pPfson \vould be ac~.ir~g in dll,,)ther stat~ Eo; a 

d. The commjssiu~er :nay Issue d rej~sllraIlce 

)9 intermediary license to a person who has comp:'ed wirh the 

Any such license iss~ed tc a 

31 tJrm or a::;s()cia,-ion will authorize all the merr:bers of the fi,:n 

]2 or ass()ciatiorl and any designated employees to act as 

33 rei:\~~lta:,ce i.ntermediaries under t~e license, and all suet 

14 persons shall be nanled i~ the application and any supple~eI1ts 

1~ to the application. A license issued to a corporation shall 

-23-



S.f. $'/8' II.f. _ 

1 authorize all of the officers, and any designated employees 

2 and directors of the corporation to act as reinsurance 

3 intermediaries on behalf of the corporation, and all such 

4 persoClS shall be named in the application dnd dny supplp!".p",· 

S to the application. 

£) b. If the applica:1t for a reinsurance intec~ediary 1. Ice:1 't' 

7 is a ~onresident, such applicant, as a conditioIl precedent tCl 

R receiving or holding a license. shall designate the 

9 commISSIoner as agent for service of process, a~d also shdl~ 

10 f'lrniHh the commissio"er with ~he name and address of a 

1 I resident of this state upon whom notices or orders o[ tile 

12 commissioner ()r process affecting s-.;ch ~ionresident. reinS\lrar~ce 

13 intermediary may be served. The licensee sha~i promptly 

14 notify the commissioner In wrlting of a change of the 

15 designated ageClt for service of process. and the change 

16 I,ecomes effective lIpan acknowledge:ne'lt by the commissiol:er. 

l7 5. The commissioner may refuse to issue a reinsuraLC:e 

18 intermediary license if. in the commissioner's judgme~t. dny 

19 of the fOllowing conditions are present: 

20 a. The applicant, anyone named in the applicatiorl, or any 

71 member, princi.pa), officer, or director of rhe applicant, is 

22 rIot trustworthy. 

23 b. A controlling person of such appl~cant is net 

24 tcustwQrthy to act as a reinsllrance intermediary. 

25 c. Conditior.s presen: in paragraph "a" or lib" have give!: 

26 cause for revocation or suspension sf a license. or a perso~ 

27 referred to in paragraph "a" or "b" has failed to comply wit~ 

28 any prerequisite Eor the issuance of a license. 

29 Upon written request. t;,e conunissioner shall furnisr. d 

30 written summary of the basis for refusal to issue d license, 

31 which document is privileged and not subject ~o disclosL;re 

32 under chapter 22. 

JJ 6. A licensed attorney In this state when acting In a 

34 professional capacity as an attorney is exempt from the 

35 requirements of this section. 
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1 Sec. 22. NEW SECTION. 521C.4 REQUIRED CONTRACT 

2 PROV1S10NS -- RfINS~RANCE INTERMEDIARY-BROKERS. 

Transactions between a reinsurance intermediacy-broker and 

~ the insllrpc that the reinsurance intermediary-b=oker 

S repr?Se'lts in such (:apacity shall only be entered into 

6 pl;rsuant to a written a1lthorizdtion, Sf)ecify~ng the 

7 responsihilltie5 of each party. The authorIzation shall, at a 

H :ninim~,~, contain provisions that satisfy all of the following 
<) reYllirements: 

10 , . . The insurer may termiz1ate the authority of the 

I J reinsurance intermediary-broKer at any time. 

12 2. The reinsurance intermedIary-broker shall render 

13 ~ccounts to the Insurer aCCIlralely detailing all material 
14 transac~i~ns, including information necessary t- ,'" 

'.V Suppo red; I 
IS commissions, charges; and other fees received by, or o~ving, to 

16 the rp1.nSU~dnce intermedidfy-b!'o!<.er, and shall. re::lit all (unds 

17 due to the insurer within thirty days of rec~ipt. 

IR 3. All fu~ds collected for the aCCOLlnt: of the ~nSllrer 

19 s1:211 be held by the reinsura.:ce illtermediary-b~oker in B 

70 (idlJciary capacity in a bank, as defined in sectiun ~21.103. 

21 1. 'I'he rei!lS"fdllce illtermediary-broke! Slld:l comply with 
2) sp~tio:1 S)I,C.5. 

21 S. The relnS'J!'"ance intern)(~d'ary~brot<.er sha:l conply ~;1th 

2-1 t'!~e '--il' i r 1, 0;t sta!"~dard.s estLlbl ish2d by tII(;:> : nsurer ~Ol' tile 

)') cession or retrocession of a11 risks~ 

25 6. Ttle rei~surallce interxed~ary-broker sha:: disclc)sp to 

21 the irlS~lrer d~y relations~ip with any rejnsurer to which 

28 business will be ceded or retroceded. 
29 Sec. 23. NEW SECTION. 521C.5 BOOKS AND RSCOROS -- RE-
JOT NSURANCE I NTFRI·tE[; cARY BROKERS. 

11 I. ?or a minImum of [en years after expiration of QBch 

32 COJltracl of relilsurance traJlsacted by t~e rel~5urance 

Jl intermediary-broker, the reinsurance Intermediary-broker shall 

34 keep d complete record for each transaction showing all of the 
]S following: 
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1 a. The type of contract, limits, u:cdervniting 

2 restrictions, classes or risks, and territory. 

1 b. The period of coverage, including effective and 

4 expiration ddtes, ca~cella~ion provisions, and notice rcq.L 

5 of cancellatioll. 

6 c. The reporting and settlement requireme~t5 of ba12!le,e 

7 d. The rate used to compute the reinsura:lce prerni'lrn. 

e p. ~he names and addresses of assuming rejnsurers. 

9 f. The rates of all ~ein5urance ccmmiss~ons, 
. ~ ~. 

l.nc .... ua:.r~g tr:e 

10 commissions on any re~roces~ions handled by the reinsuranc~ 

11 intermediary-broker. 

12 

13 

'.4 

g. 

h. 

. . 

Ali related correspondellce and memoranda. 

Proof of placemcllt. 

The detai:s regarding retrocessions halldled by the 

IS reInsurance intermediary-broker including t~e icie"lity ot 

16 retrocessionaires and percen:age of each COll:ract ass!~med C~ 

1"J ceded . 

18 J. Financial records, including but not :imited to. 

19 pre:n.itlIT: and loss accou::ts. 

20 k . If the reinsurance i~[errnediary-broker procures 2 

21 reInsurance contract on beha!f of a licensed ceding insurer 

?7 OIIC Or both of the followi~g shall be included in the recnrd: 

23 (1) Directly from any aS5u~~ng reinsurer, written evider:cc 

24 that the assuming rei~su~er has agreed to aSSIJme the risk. 

25 ( 2 ) If placed through a represp~tative of the assumi~s 

26 reinsurer, other than an employee, written evidence that the 

27 assuming reinsurer has delegated binding au:horlry to the 

2e representative. 

29 2. The insLrer has a right af access dnd the ~ight to copy 

30 and a'ldit all accounts and ~ecords main~ained by the 

31 reins:lrance intermediary-bro~er related to its bLSlness in d 

32 form usable by the insurer. 

33 Sec. 24. NEW SeCTION. 521C.6 DUTIES OF INS~RERS 

34 UTILIZING THE SERVICES OF A REINS~RANCE INTERM~DIARY-BROKER. 

35 1. An insurer shall not engage the services of a person, 
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firm, association, or corporation to act as a reinSUra!lCe 

l intermediary-broker on its behalf unless the person is 

Lcensed as required by section 521C.3, sl1bsf'ction 1. 

? . A!~ :nsu,:'er shall nut employ an :ndi'iiclla.l t,·)ho is 

~) employed by a reins\~rance ':"ntermediary-hroker \}.i.th \'ihiC~t t.he 

h ~ns~rer t!'ansdcts b~siness, unless 5LC~ rein5~rdnce 

; int~r~10dial'y-broker is under cc)mrnon CO;ltrC): with the InS~!er 

B d1:d s:lhjecL to chaptf?'r 521A rpLalinq to the r0cj:il.:1ti,cn of 

y insurdr~ce conlpany holding sys~eins. 

10 1 
" . Thp ins~rer 5~a:l annualiy obtain a rnpy of statexcrlts 

11 of the ~i!1ancic.l] condi:-.ion of each reinsura!;ce in:E'r.~eGicJry-

17 brokpf with which the insllrer tra:lsacLS business. 

Sec. 25. N:cW SECTION. 52:C.7 REQUIR~D CONT~ACT 

~~ PROViSiONS -- REINSURANCE rNTER~lEDLARY-~ANAG2RS. 

~c .. 

:,"7 rCl)rpSellt:s in s~ch capacity s!l~ll ollly be e~Ler0d i~to 

:F pur::;uant ~.() a \-iritt.l?n cGntract, ~';pf?ci[yir;s t.he 

20 re i.:1SUfl7(' s board of di rcc~.oz-s. At least thirly days before 

):? if!: er[1c(iiary-:r.d:1cgcC: ii t.:-ue cor;Y of ~~e ,:tPP'::"(;VP(j ccr:r.[(-ict 

21 s}1a11 he filed ~itt! the CQm~15S10ne~ Eor dpproval hy Li10 

74 conlmissioner. The COlltract, at a minimum, sha11 contain the 

2S foll()wing provisic)ns: 

26 l. • 'rhe reinsurer may termlnate the contract [or cause Ilpon 

27 writLen notice to the reinsurance intermeciiarY-r7l3nagpr. Th~ 

~H reinsurer may suspend the allthority of ~he relilsurance 

29 inlercledlary-manager to assume or cede bllsi~ess during the 

30 !'pndellcy of any dispute regardi::c; the cause for termination. 

Jl 2. The reinsurance ir.tenr.ed:ary-manager shall rendpr 

32 drcoun~5 to the reinsurer aCCllrately detailing all mate~ial 

jj lrJp.sactions, including information necessary to support ail 

J~ commissions, charges, and other fees receivec by, or O\{ing to 

3~ the reinsurance intermediary-manager, and shall remit all 
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1 funds due under the contract to the reinsurer on not less !.han 

2 a monthly basis. 

J J. All funds collected for the reinsurer's account sl.al: 

4 be I.eld by the reinsura~ce intermediary-manager ~n a [lclue •. 

5 capacity in a bank which is a qualIfied Uni~ed States 

6 firlancial illstitution, dS defined in section 52J,C.L. The 

I 

-; reinsurance ir;termedia!:y-:nanager IT.ay r~tdir~ no i;\Ore r.:;a:; tnrf?t? 

R iIlont!ls estimated cldirr.s pay:ne;;ts and alloca~ed loss dd';ust:::e~1t. 

9 pxpenses. The reinsurdIlce inte~~lediary-manager shall maintai!~ 

10 a separate bank account for each reinsurer tnat the 

11 re1nSllrance intermediary-manager represents. 
, 
"' . For at least ~en years after expiration o~ each 

11 contract of rei;)scrance ~ransacted by the ~ein511rance 

14 internlediary-~lanagerf the reillsurailce in:ermed~ary-marldger 

:!..5 s!)all kppp a complete record for each transac:ion shQ~JiIlg a;: 

lfi of the following: 

17 3. The type of contract, li~itK, underwrit~ng 

lA re5~rictions, classes or r~s~s, a~d territo~y. 

19 b.T:'e penod of coverage, including eff"c~.i'Je dnd 

20 expirat~,oll d~tes, cancellatio~ provisio~~ an,] rlo~ic? reguireri 

21 of ca~cellation, and di5posi~ion of outstalldit)g reserves 8(~ 

22 covered risks. 

23 

24 

25 

26 

c. The reportir.g and sett1eme:1t requ.irei7le~ts of balance~.; . 

d. The rate used to compute the reinsurance premiL!ir;. 

e. The names and addresses of reinsure~s. 

f. The rates of all reinsurance commissions, including 

27 commissions on any retrocessions handled by ~he reinsllranc:e 

28 inter:nediary-manager. 

29 g. Any related corresponde~ce and memoranda. 

]0 h. Proof of placement. 

31 1. The details regarding retrocessio:1s handled by the 

32 reinsurance 1ntermediary-manager, as permitted by section 

33 521C.9, subsection 4, including the identity of 

tile 

34 retrocessionaires and percentage of each contract assumed or 

35 ceded. 
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1 }. f'inancial records, including but not ~imited to, 

2 premium and loss accounts. 

3 k. If the reinsurance intermediary-manager places a 

4 l"eil)SUCance contract on behalf of a ceding insurer o~e or buth 

5 of the foilowing shall be included in the record: 

G (1) Directly 

7 lhat the assuming 

from any assuming reinsurer, written evide~~e 

reinsurer has agreed to assume the riSk. 

( 2 ) :f placed through a representative of the assuming 

~ rei~surer, other Lilall an e!Tlp!oyee, written e~idence that the 

10 assuming reinsilrer has delegated binding authority to the 

11 representative. 

s. 'l~he rei~stlrer has a riaht of access and the rio~t to 
J J 

13 ,:opy all aCCU!Jnts and records maintained by the reinsurance 

14 inLerlnediary-mdnager related to ~.ts business 1n a for~l us~ble 

lS by the reinsurer. 

16 6. The contract cannot be assigned in whole or in part by 

17 the reinsurance intermediary-manager. 

18 7. The reinsu~allce intermediary-manager shal' comply wilh 

19 the written Ilnderwriting and rating 5tandards established by 

20 the ins~rer [or the acceptance. rejection, or cession of all 

21 risks. 

?J R. The contract s~all set forth the rates, teems, arId 

23 purposes ot commissions, charges, and other fees which the 

24 reinsurance illtermediary-manager may levy against the 

2'; reinsurer. 

26 9 . If the contract permits the reinsurance intermediary-

27 manager to settle claims on behalf of the rein5~rer, all of 

28 the fol.lowing apply: 

29 a. All claims shall be reported to the reinsu:er In a 

30 timely manner. 

31 b. A copy of the claim file shall be sent to the reinsurer 

32 at its request or as soon as it becomes known that the claim 

11 meets any Or all of the following conditions: 

34 (1) The claim 

3S amount determined 
has the ?otential to exceed the lesser of an 

by the commissioner or the limit set by the 
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1 reinsurer. 

2 ( 2 ) The claim i~volves a coverage dispute. 

3 ( 3 ) The claim may exceed the claims sett:emeilt atlthc)ri! 
, of the .. reinsurance intermediary-manager. 
') ( 4 ) The claim is open fer mere than six mo~t~5. 

6 ( 5 ) 

! amount 

The claim 1S closed by payment of the lesser 0: 

set by the commissio~er or a~ amount set by th2 

(3 reinsurer. 

" n .... , 

9 c. All clai!. f!!es 5~all he the jo:nt properl'l of ::he 

10 rl?'i.n~;,irer and reinS:lrance i!~tprmerl.ia:-y-IEanast?r. H')!dE.'\lE't", ;,:~)-~'il 

11 dn order of liquidation of the reinsurer the files shall 

12 become the sole property of the reinsurer or its estate. Tnp 

13 reinsurance 11ltermedlary-manager shall have reasonable access 

14 to and the right to copy the files on a timely baSlS. 

15 d. Any set~lerne~t authoricy gra~tp~ to ~~p rplnsura:1CP 

16 interrledi~ry-manager ~ay be termi;~ated for Cd~se ~po~ t!~e 

17 rei;lsurer's wri:ten notice to ~he rei!lS~rancc ~!lter:(edidry·-

18 manager or upon ~he terillina:ion of :~e c()ntract. Thp 

19 reinSllrer may suspend the sett:e~erlt authority durirlg tt!e 

20 pendency of the dispute regarding the cause of :er~!na~lOI!. 

21 10. If the contract provides for a sha;:!lg of i~terim 

22 profits by the reinsurance 1~,Ler~ediary-;na,!age!", int.e,"in: 

23 profits shall not be paid u~lil one year aEler ~he end of each 

2"1 underwriting period for property lr:surancp b1.ls:ness ac:d Lve 

25 yea:-s after the end of each l:nde nir it 1 ng pe r lod for casualty 

26 lnsurance business, or a later period as de:.err.ti!!ed hy thE" 

27 commissioner for each type of Insurance, but in no case u~tll 

28 the adequacy of reserves on re~aining claims has been veri:ied 

29 pursuant to section 57.:C.9, subsection 3. 

30 11. J:'he rei:1su~a;;ce interr:lediary-ma:lager =r.a2.: ann::ally 

31 provide the reinsurer With a statement of Its :inancial 

32 condition prepared by an independent certified accountant. 

33 12. The reinsurer shall periodically, but rIot less than 

34 semiannua:ly, conduct an on-site review of the ul!derwriting 

35 and claims processing operations of the reins~rance 
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1 intermediary-manager. 

2 13. The reinsurance interIli"diary-manager shal; disclose to 

the reinsurer any relationshIp the reinsurance intermediary-

4 manager has with any insurer prior to cedlng Or assu~ing any 

5 business '..olith the :nsurer pt..:::sUa!1t t.o this cont-ract. 

6 14. The acts of the reinsurance intermed:arY-lcanager are 

7 dpemed to he tt:e acts of the re:nSll~er un w~ose b~half the 

8 reinsurance intermediary-~anager is acting. 

9 Sec. 26. NEW SECTION. 52!C.8 PROHIBITEn AC~S. 

10 The reinsurance iJ~termedlary-manager sha~l not do allY ut 

11 the following: 

],) 1. Bind ~etrocessions on behalf DE the reinsurer, except 

1, that the r"insurance intern,ediary-manager :Cay Li:od facultative 

14 retr()cessions purStja~t to Obligatory Eacll]ta~lve agreen~ents if 

IS the cor~tract with '.he rei'lsurer contains rei~\5Ura:\Ce 

16 tlnrierwriting g~idel~nes for stich retrocessiollS. rhe 

17 guidelil1es shall include a list of reinsurers w~til which :he 

18 ~utomatic agreements are in effect, and for each reinsJrec, 

19 the coverages and amounts or perce'ltages that may be 

20 reinsured, and commission schedules. 

21 2. Com:cit the reinsurer to participate l~ reinsurance 

27 syndicates. 

2:i 3. ~ppoint 2~y pr0ducer withnut 3ss~iri~g that ttle pr~ducer 

24 is licensed to transact the type of reinsurance for whiCh the 

2S producer is appointed. 

26 4. Without prior approval the reins~rer, payor commit 

27 the reinsurer to pay a claim. or a net amount of 

28 retrocessions, that exceeds the lesser of an amount specified 

29 by the reinsurer or one percent of the reinsurer's 

30 policyholder's surplus as of December 31 of the last complete 

11 calendar year. 

32 S. Collect any payment from a retrocessionalre or commit 

33 the reinsurer to any claim settlement with a retrocessionaire, 

34 wlthout prior approval of the reinsurer. If prior approval is 

lS given, a report must be promptly forwarded to the reinsurer. 
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1 6. Jointly employ an individual who ~s employed hy the 

2 reinsurer. 

:I 7. Appoint an agent of a rel:osurance :n~.E'rrr:ecJ;ary-'l;atl.·lspr. 

i S~r. 27. NEW SECTION. 521C.9 O[)TLES OF RErNStjR~:RS 

5 UTILIZING THE SERVICeS OF A REINS~RA~CE rNTERMED!A~Y-~A~ACS 

6 1. A ~einsurer shall not e!1gage the serv~ces c[ d persc" 

7 Lo act as a reinsurance internediary-manager un its behal~ 

B unless Lhe person i:.; licensed as :-equi.rec b:,,: secti.on 521(. J, 

9 subsection 2. 

10 2. The reinsurer shall annJal~y obtain d cc'py of 

II slatements sf the financia: conditior. of each rcinslJrdr:cp 

12 irltermediary-mar~age~ whc:n the reins~rer has e~!gdged pursua~t 

l,~ to subsection 1. Thp. state!7'len:"s of findI~c:a~ CQr;d,~tio!; 

t4 ~)P prepared by atl in(!epe~dent ce~tified accc~n~a~t ~n a 

IS d(~ceptable to the comlni5fiio~er. 

S!"13..:.. .!. 

16 rf a rei!1SUra~ce i~ternleri~ary-manager cstabl:shE~s lGSS 

tl reserves, the relns:;re: shall annually ob~a~~ the opi~ior\ o[ 

18 an acttJary attesting to the adeq~acy of loss reserves 

19 es~ablisheJ for losses incurred and ou,:s:anding un bllsi:cE'sS 

20 prodl:ced by the reir:s:...ir;.=nce ':nt.er~ed:ary-ma(~ager, Th~s 

21 opir~i()n shal J. be in addition to any o~.hp.r req:li red loss 

72 reserve certi:ication. 

21 4. Binding authority for all retrocessisilal ,:antrdcts Dr 

24 pa:ticipation in reinsurance syndicates shal: rest w~~~: ~rl 

2:; otEicer of the reinsure!' \.;ho shall not be affi.lia::..ed ~,.;i.:h t~:e 

26 ~E'i~surance intermediary··manager. 

27 5. Within thirty days of termination o~ a contract wltll a 

28 relnsurance in:ermediary-manager, the reinsurer sha~l provide 

29 written notificatior. of the terminatior. to the co~nissiuner. 

10 6. A reinsurer shall not appoint to its board of d~rectsrs 

31 any officer, director, employee, controlling shareholJer, or 

]2 an agent of a producer of its reinsurar:ce intermediary-

33 manager. This subsectior. sha:i not apply to rela~ior.ships 

14 goverrled by chapter 521A rela~ing co the regulat~on of 

35 insurance company holding systems or, if appiicable, goverrled 
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1 by chapter 510A relating to tIle regtllation of prOdtlCer 

2 cOlltrolled property and cas~alty insurers. 

3 Sec. 28. Nf:W SECTION. 52:C.IO EXAi-1IN1\.TION Au'rHORITY . 
. _----

4 A reins,;rance ~nte~medlary is subject to examir:atiun by 

S the cOlllmLssioner. The commissioner shall- have access ::'0 a:': 

6 books, bank accounts, and records of the reinstlrance 

'} int(~rmpdja~·y in a ~orm usable to the comrn:ssl.oner. 

H 2. A rpinsuraIlce intermedidry-rnanager In~y be examined as 

o If it were the rei~sure~. 

to Sec. 29. NEW SECTION. 521C.ll PENALT!SS AND ~!AB!I.I~!ES. 

11 1. A reinsurance intermediary, insurer, O~ ~einsurer found 

12 by the cOJ!!mlss:onec, a::er a hear:ng co:oduc:ed in accordance 

13 with chdpter 17A, to be in violation of this chapter is 

14 suhject to one or more of :he following: 

15 d. For each separate violation, a civii pe:lalty in an 

JG affiOUt1t not ~xceeding ten thollsalld dol:ars. 

17 b. Revocation 0: suspension of th~ lice:lse o[ the 

18 reinsuraocp inte[l~ediary. 

J 9 c. If a violation was committed by the reirlsuran':e 

20 interlllediary, resti~,:tion by the rein!;urance intermediacy to 

2] the insllrer, reinsurer I rehab: ~ itator: ~ or: ;_iquid.3.l0~ fJt the 

2~ j~sure~ ar rel~surer fur the nee losses inc~rred by the 

23 insiller Or reinsurer attributable to the violation. 

24 2. A decision, determination, or order of the corrun.issionef 

25 made or entered pursuant to subsection 1 is subject :0 
26 judicial review pursuant to chapter 17A. 

27 3. This section does not affect the right of the 

28 corrunissioner to impose any other penalties provided in Titl~ 

29 xx. 
30 4. This chapter shall not in any manner limit or restrict 

3l the rights of policyholders, clai~ants, creditors, or other 

32 third parties, or confer any rights to such persons. 

3J Sec. 30. NE;., SECTION. 521C.12 RULES. 

34 The commissioner may adopt rules, pursuant to chapter 17A, 

35 as necessary or convenient for the administration of this 
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chapter. 

DIVISION V 

Sec. 31. Section 505.4, Code 1991, :s a!~cr'ded by aCdine 

4 the following new unnumbered paragrap~: 

" NEVI UNNUMBERED PA~!'IGRAPH.. The comm:ssioner may a"po;',,! i: 

G deputy commissioner Eor supe:-vision '-Ilhom tr.e comm::"sSl.cnC:t" rr:<.:~' 

) appoint as supervisory or special depl:ty pursuiln: Lo c:tlap':Pf 

8 507C and who shall perform sllch other duties as may be 

9 assig~cd by the cooc~ission~r. ~he depL:ty CO:l~~l':"ssioner tor 

10 supervision shall receive a salary to be fixed by the 

11 commissioner. The deputy commissio~e~ fo! supervIsion Stldl1 

12 be an exempt elcployee under section 19A.3, s:J\)section '7. 

13 $,'c . .12. Sec:ion 505.7, Code 1991, is a:nended by clddlr'C; 

14 the fo!lowing new u~numbered paragraph: 

IS 
,6 

l7 

l8 

NEW UNN1JMBE~ED PA~AGR~PH. :he annl!a~ sa:aries of the 

deplJty commissioner for supervisio;: d~d the chief exarrlner 

appOi!lted pursllant to section 507.4A shall be expense~ of 

examinatlc11 of inS\lranCe compdn~es arld shdl:, be ci1arg~d to 

19 ins~rance companies examinpd O~ a propo~tiO~dtc bas~s as 

20 prOVided by rule adopted by the commissioller. :nsu,ance 

21 compd11ies examiIled shall pay ~he proportion of the sa~a(ies 

22 the deputy commissioner for st..:pe::-vision and t.he chief exarr;iI~e!"" 

2.1 charged to them 3.S part of the costs of exam;'r,a~ ion a,:; 

24 provided in section S07.8. 

25 Sec. 33. NEW SECTION. 50J.4A CHIEr' ~XAMINER. 

26 The commissioner may appoint a chlef examiner who shaLL 

27 supervise insurance compa~y exeminat~ons and perform suell 

2~ other duties as may be assigned by the com~issio~er. The 

29 chief exa:niner shall receive a salary to be fixed by t~~ 

JO commissioner. The chief examiner shall be an exe~pt employee 

]1 under Sectioll 19A.3, subsection 17. 

37 Sec. 34. Section 507.l4, Code 1991, is amended by adding 

33 the following new unnumbered paragraphs: 

34 NEW UNNUMBERED PARAGRA?H. A report of an examination of a 

35 domestic or foreign insurer which is preliminary ullder the 
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1 rules of the division is not a public record under chapter 22 

2 except. when sought by ~he insurer to which the report relates 

] or an insurance reguiator of another state. and is privileged 

4 and cOllfidential in any Judicial or admillistrat:ve proceeding. 

S NEW UNNU~BERED PARAGRAPH. A financial sta~ement filed by _. ._. ·_-----

G an employer self-inSI:cing workers' compensatil)n liability 

7 purSllarlt to section 87.11, or ~he worki~g papers or an 

8 exalni;lcr or the divisio~ in cOGnection wit~ cdlcu:ating 

9 appr'opriate s~cL(ity a:ld reserves for ttle s~:E-illsured 

i 0 empJ..oyer are not publ ic records under c!-1apter 22 excp.pt h.-her: 

11 sought by the employer to which the financial slateme'.t or 

12 working papers re:ate or an insurance or workers' cOlnperlsation 

13 self-Insurance regu:ator of another state. and are p~ivileged 

l~ and confidential !n any Judicial or adminis=rative proceed:llg . 

.1.:) 'rhe financial information of a nonpubl ic:,y :-.radpd empl()y~r 

lfi wtlictl self-i~sures for workers' compe~sati~~ liability 

17 pllrsud:lt to section 87.13 is protected as 

18 secrets to the extent consiste~t with the 

prop~ictarl trace 
.. , 

C0f1JT:1SS,ioner s 

19 duties to oversee the security of self--insl:red workers' 

20 compensation liability. 

21 Sec. 35. Section 507C.12. Code 1991. 15 ain~llded by adding 

22 the following unnumbered Pdragraph: 

23 NEW UNNUMBEKCD PARAGRAPH. If the petitioll alleges that 

24 extraordiilary circu;nstances exist aild tha~ there is iffimil~e:l~ 

25 substantial risk to the insurer's solvency if the insurer IS 

26 not immediately placed into rehabilitation, the court may 

27 issue. ex parte and ,vithout a hearing. the requested order of 

28 rehabil1tat1on. An 1nsurer subject to an ex parte order under 

79 this section may petition the court after the issuance of the 

JO order for a hearing and review of the order. The court shail 

31 hold the hearing and review not more than fifteen days after 

12 the request. A hear1ng under this section may be held 

JJ privately in chambers. Upon the request of the insurer. 

14 Ilearing shall be held privateiy 1n chambers. 

35 Sec. 36. Section 508.11. subsection 43. Code 1991. 1S 
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1 amended to read as follows: 

2 41. All other information as required by the nationa~ 

3 associaLio!l of inS1JranCe commissioners' annllal state~e:ll 

4 b'ank. The annual stateme,.t blan<. shall be PLep.5l red ., " 

S ~~~_c;':?.!.,00..I~~_~,_'..;ith instructio:"':s p',~~~::·_r)_b~_c!_,~y'. the c\..;'-:Hn:.::;:..;~\':· ;'" 

6 A11 f.inar.cia~ info!:":caticn reflec::ed in the anr:u_~~rj:..)~.£..~ __ ~).!-:_.:. 

7 be ~<..ept a::s! p~~p?_:,~d i~_acccJda!lce_~~~th accGuntinq pract ~c~_~ 

8 ilno p::oced'.Hes pre>,;c.!_i_b~.~._hyrJ,-e._.c.Q~1 i 'Os "'n"'L.:.... Ttlp 

S' CO:nir.,iSS10!ler .~?L.ad_C:lG_ by reference the LlnrH1a.l stdte:nen::-. 

10 ha~dbook and thp accountinq practices a:~d orocedures . 
11 the natinnal association of insurarlcc commissio~er5. 

~2 Sec. 37. Secti()~ 508e.8, Ccde 1991, is all;ended by aodi:1'; 

1) ttle following n2W subsection: 

1 4 Nt:~1 SUBSECTION. lAo IE a dcnestic, foreign, or al.ipr 

i.S :,ns:~rpr is cJil ~ns01VE.·:lt ins~re::, s:..:bject to t:he appro'.!ul o~ 

16 ~.he cornmissio:H?!", the dssoc,iatio:~ shall: 

17 d. GUdrantee, assu:ne r or reins~.:.re, ~jr ~d~:St=: to b .. : 

18 g;!(l~anteed, assL.:med, 0:- !:"einsured tr.e covered policies ':If :..ne 

19 insolver~t insurer. 

20 b. Assure payment of the cont.act~al 0b:,qatiollS of the 

Jl insolvent insurer. 

22 c. Provide moneys, pledges, ~ote5, g~arant~2S, cr otl~e!' 

21 means as reasonably necessary to discharge the duties 

24 described in this subsection. 

25 S~C. 38. Sec:ion 51l.8, Code 1991., is ar.1f2r.ded by aCGlng 

26 the following new u~nu~bered paragraph after un~umbe[ed 

27 paragraph 1: 

28 NEI'l UNNUMBSRED PARAGRAPH. The inveStme,lt prcgrams 

29 dEveloped by compd~ies, shall ta~e into account the safety u~ 

30 the compdny's principal, inves:ment Yleld and ret..rr:, 

31 stability i~ the value of the investment, and 11quidi~y 

12 npcessary to meet t~e company's expected busi!less needs and 

33 Inves:ment diversification. 

34 Sec. 39. Section 5148.25, Code 1991, is amended by 

35 striking the section and inserting in lieu thereof the 
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1 follm"ing: 

2 5148.25 FINANCIALLY IMPAIRED OR INSOLVENT HEALTH 

J ~lA I NTF.NANCS ORGAN I ZAT IONS. 

1 The provisions of chapter 507C shall apply to health 

5 maintenance organizations, which shall be considered insurers 

6 fel[ the purposes of chapter 507C. 

1 Sec. 40. Section 515.35, subsection 4, paragraph e, Code 

A 1991, is amended by adding the> fo:10\4ing ne\·! unnumbered 

9 parayraph: 

:0 NEW UNNUMBERED PARAGRAPH. Aggregate inves~ments in belt.w 

11 investment grade bonds shall not exceed five percent of 

12 assets. 

11 Sec. 41. Section 515.63, llnnumbered paragrap~1 16, Cede 

11 1991, is amended to re~d as follows: 

11) F'ifteen~h -- All other intor:nation as required by the 

16 :ldtional association of inSUra!lce com~issiu:lers' annual 

17 slatement blank. The annudl statemer.t bl.ank sha~.l be p~~pC!~ed 

L8 in ac<:c)rdance w~th 

19 l=c)mmissioner. All financial informaticn reflected l~ :he 

20 an~la1 repc,rt s!,all be kept and prepare_~ in accordance \-lith 

? 1 ac,?ou~!}~q prac:is'es and procf>dure_s prescribe? !:.>y the 

22 COr.lI~_i_S_s_I __ on_,e_-r_~_The commissioner ;nay ad0J:?t by reEe{cnce the 

} 3 annual :,ta:.eJr.f>nt handbook and ~he accounti.n9 pract.i..ces and 
- -

24 orOCedl)reS ~Ianual of the natlonal associatio~ of :I~sura:lce - - ----- ---- -- ------ _._---
2S- commissioners. 

26 Sec. 42. Section 515.119, Code 1991, 12 amended by 

7J striking the section and inserting in lieu tnereof the 

28 foUO\"ing: 

79 51').119 COM?LIANCE WITH LAW -- CHA:-JGE OF A.RTICLES. 

30 An Insurance company organized under this chap'er, or dOIng 

n bllsiness in... this state, or a:ly foreign or alien company doing 

32 busirless in thiS state, shali conform to the provisions of 

33 this chapter and all other laws of this state applicable to 

34 the insurance corr.pany. 

35 Sec. 43. Section 515B.2, subsection J, unnllmbered 
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1 paragraph 2, Code 1991, is a:nended by str:ki"g the paragra,';: 

2 and inserting in lieu thereof the following: 

3 3;\. "Covered claim" does tlOt inClude any amOU!lt dS 

a. That is due dny reinsurer, ins:....:rer, l:~~-;t;ru;iC.,~ p()()l, 

(j underwr:tlng association, or other group assu:nir;g lns::rancp 

7 risks, as subrogation, contribut~o~, or inde~~ity recoveries, 

B or otherwise. 

D. That co~stitu~e5 the pOI·t~o~ o~ a clai:n ~~!a~ 
. " . :s '.'J:::r.i., 

10 a:~ lnst.:~ed's deducti,ble or self-':"nsu:.-ed :.-ete;,)tiu::. 

11 c. That is a clai~ for u~edrned premiu~ cdlc~lated 0!1 d 

12 retrospec:-:i\/ .. ~ basis, experie!1ce"-rated plan, 8r prpi1~itl::t :=.~!bjp.c:· 

13 to adjustment after terrnination of the policy. 

d. That is due a~ at~orney, adjuster, e)f wi~rless ~IS fees 

l~ Eor services rerl(~eced to :~e inso:ve~L ins~re!· . 

16 e. That. is a fine, per.al ~~y, inte:-es:, or pu;::..:-i·v·p ()!""" 

17 exei!l[.'la ~ y da:nages. 

IH .' .t.. ... That cor.st:tu::.es Ii clain: u:1de~ a policy issued by an ..... ,.; 
19 Insolve~t insure: wi:~ a ded~c~lble or sel~-insured re~c;ltio:l 

20 of two hundred thousand dollars or morc. However, such a 

21 clal~ shall be considered a covered clai:n. if as of thp 

22 dNldline set for the Eiling of clair.s agae;)s: the inso~vent 

23 insurer of its liqUIdator, the insured IS a debtor under 11 

24 U.S.C. § 701 et seq. 

25 Notwithstanding the l~ttered paragraphs of this sllhsection, 

26 a person is not 9reve~ted from presenting a noncovered claix 

21 to the insolvent insurer or its liquidator, bu~ the noncovered 

28 clainl shall not be asserted against any other person, 

2Y including the person to whor. benefits were paid or the i;lsu[cd 

30 of the insolvent insurer, except to the extel~t that t~e cla~n! 

31 is outside the coverage of the policy isslled by the i"solvent 

32 insurer. 

11 

34 

3S 

Sec. 44. Section 515B.5, s~bsection 2, Code 1991, is 

amended by addlng 

NEil PARAGR.l'PH. 

the following ne·", paragraph: 

h. Request that all future payments of 
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I workers' compensation weekly benefits, medical expenses, or 

2 other payments under chapter 85, 85A, 85B, 86, or 87 be 

., commu~ed lo a p~esent lump sum and upon the payment of which, 

1\ eIther to the claimant or to a licensed insu~er for purchase 

5 of an annuity or other perl0dic payment plan ~or the bene~it 

6 of the claimant, the employer and the association shall be 

7 discharged from all further liability Eor the workers' 

8 compensatlon claim. Notwithstanding the provisions of sectio~ 

9 85.4S, any futllre payment of medical expe~ses, weekly 

III cOIn{,pnsation beneflts, or other payment by the aSSOCiation 

11 under this chapter pursuant to chapter 85, 85A, 858, 86, or 

12 87. is deemed an undue expense, hardship. Or i:lconvenience 

1] upc,n the employer for purposes of a full commutation purs~d~t 

14 to section 85.45, subsection 2. and the industrial 

15 commissioner Shall. fix the lUlop su:r. of the p!::obable ~uture 

IG medical expenses and weekly compe~sat1on benefits capitalized 

17 at their preser-.t value upon the basis of i!lterest at the rate 

18 provided 1n sect10n 535.3 for COllrt judgments and decrees. 

19 Sec. 45. Sectlon 5158.9, subsection 1. Code 1991, is 

70 amended to read as follows: 

21 [. Any person ;laving a claim under an()lhe~ policy, '."hICh 

22 claiI11 arises Ollt of the same facts whic~ give ri5e to a 

23 covered claim. ~htl}+-b~ is first required to exhaust the 

24 person's right under the policy. Any amount recovered or 

2~ recoverable by a person tinder allother insurance policy sllall 

2h be credited against the liabil:ty of the association under 

71 section 5158.5, subsection 1, paragraph "a". For purposes of 

28 this section, another insurance policy ~eans a policy lssLled 

29 by ally insllrance co~pany. Whether a member 1nsurer or not, 

AD wnich policy !nSUres against any of the types of risks ee~ 

3l ~~~th-iM-~eetieM-5~5~487-ey.ee?t-the~~-ty?e~-ef-~i~~~-~et-Ee~~h 

32 !:M-!!ect~o!\-51:5.,.48'-~\:Ib~~et:i:e!'l-5,-?tlf'tl9r'tl?h-I1t1I1.,.-8"d insu:ed.~ 

31 d2-i.tlsurance compa.~_uthor izec to ,,;r i te :_nsu,_ancf>_ under 

34 cnapter 515. 516A, or 520. or comparable statutes of another 
- --. -----. --- .--. --- --._--

35,?LlteL except those types 0: risks set forth in chapters 50r. 
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~ and S14. 

2 Sec. 46. Section 5i6A.3. unnumbered paragraph 2. C(),]p 

3 1991. 1S amended to :ead as follows: 

4 l\n inSl.!rer's ins()lvency I?!."otectio:1 ~ho::ri-6e ~? app] ica!'~~ 

S only t.o acciden:s occurdng during a policy ge:;cd in -.·;i;;cic 

G ils ins~red'5 llni~5ured !notorist coverage is i~ eff~cl ~!~ri 

7 only if tr.e liabil it.y ~!15Urer of t.:-te tort-fedsc::' is insol-'/e;1~ 

R at the time of SJch an acc~dent o~-~ee~~~~-i~~ei~~Mt"Mithin 

9 e~e-yee~-e€te~-~~eM-tl~-tlee~d~ftt. 

10 Sec. 47. SeC:lon 5:8.:7. Code 1991. is d~endcd by addIng 

11 th" following new unnunbered paragraph: 

12 NEW UNNUMBERED ?AR/\GRA?H. ReinSllranc", cClic,age cbta i :oec by 

1,·~ ~ COilllt'l mutual. i'1S'Jrance ass()ciatioIl s~all :1GL expose th~ 

l~ dSS0ciatic!1 to a loss of more t.han fifteen percent from 

l~ surpl_\;s i~ a~y cdlendar year. 

16 Sec. 48. Section 521A.2, sllbsectio:1 3. paragrapic a. 

il llnnumbeced paragraph 1. Code 1991. is ame~ded to rcad as 

1 H [0110\-15: 

19 Tn'Jest, in cor:;n:u~ stock, preferred 5toc~, deb~ obligal':'O!l::., 

)0 ar;d other secur ':"ties 0: or.e or more subsicia~· ':"es, affio~p!:s 

Lhe in5urt:~r's 

22 assets?r fifty pe~cent of the insurer's surplu2 as regards 

23 policyholders, if a~ter the investme~ts the irlsurer's surp~us 

24 as regards policyholders will be ,easonable In reiatio.! tel ~h2 

2~ insurer's outsta'ldillg liab~lities and adequate to ItS 

26 financlal 'leeds. :n calculating the amount of the 

27 illvestments. investments in domestic or Eor~ign insura.,ce 

28 subsidiaries shall be excluded and both of the following shal: 

29 be 1ncluded: 

]0 Sec. 49. Section 521A.3. subsection 4. paragraph b. Code 

31 1991. is amended to read as follows' 

32 b. The public hearing referred to In paragraph "a" el'-t"±,, 

J3 ~Hb~~etie~ shall be held within thirty days after tne 

34 statement required by sub~ection 1 eE-th~~-~eette~ is 

3~ and at least twenty days' notice thereeE of the publIC 
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1 shall be given by the commissioner to the person filing the 

2 statement. Not less than seven days' notice ot ~aeh the 

J public hearing shall be given by the person filing the 

4 statement to the insurer and to such other persons as may be 

S designated by the com;nissioner. 'Phe-:i:"~ljr"'''-'''hl!1:1:-"!i:''',,,-''ljeh 

6 ~~~±e~-~e-its-~eeorityho~der~. The commissior.er shall make d 

7 determination within thirty days after t~e concilision of 8tlch 

H ~h~ ht"aring. At ~ljeh the hearing, the person fiiing the 

9 stateme~t, the insurer. any person to whore notice o~ hearIng 

10 was scnt. and any other person whose inte[es~s may be d~fected 

11 the~eb, shall have the right to present eVldence. examine and 

12 rross-examine witnesses, and offer oral a~d written arguments 

13 and in connection therewith shall be entitled to conducl 

14 discovery proceedings in the same manner as is presently 

IS allowed in the district court of this state. All discovery 

1.6 proceedings shall. be concluded not later than three days prIor 

17 to the commencement of the pubLc hearing. 

18 Sec. ')0. Section 521A.3. subsection 5. Code 1991. IS 

19 amended by striking the subsection. 

70 Sec. 51. Section S21A.4. subsection 2. unnumbered 

21 paragraph 1, Code 1991. is amended to read as follows: 

22 Every in5~rer subject to registration shall file a 

23 registration statement or! a forr.1 I're'O'±ded prescr.ibed by the 

24 Gommissioner,,~i,ch may be ~a fOrI:t provided ~}]e nationa_~ 

25 ~~S.OC'id_tion ... ~i.~?~'1ce commissi0ners, ~.;hich shdll c()n!..-ain 

26 current information about: 

21 Sec. 52. Section 521A.1. subsection 2. paragraph c, Code 

)8 1991, is ame:1ded by c:dding ~:,e follov;ir:q new subparagraph: 

2') N~W SUBPARAGRAPH. (3) C{)nsolidated tax allocatioll 

3D agr"ements. 

s(~~. :).1. Sectiorl 521A.4, Code :991, is a~e~ded by ad(ji::g 

32 the following new subsection: 
J ., NE,! SUBSECTION. 3A. REPORT:NG OF DIVIDENDS TO --- .. --.--. 
34 SHAREHOLDERS. Subject to section 521A.5, subsection 3. a 

35 registered insurer sh~ll report to the commissioner all 
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1 dividends and other distributions to shareholders within 

2 Lfteen days following the declaration of the dividel,ds ()r 

3 d!striDdtions. 

4 Sec. 54. Section 52lA.5. subsection 1. paragraph b, 

S unnumbered paragrapn 1. Code :991. is amended to read ,l~ 

f) tollol-Is: 

! A domes~ic insurer and a person l~ its holding company 

8 system shall not enter into any ot the folluwing LransdctA0:~S 

9 tH: .. tviee;: each ot.her ir:vol',;ing a;.lou:":ts equa::" t.o Or, excep.di.~:q :-.t'C 

iO greeter ~~,~s...?er of :ive percer:t of the lns;..:rer 's ,LlI~it.led 

11 rls~ets or twerlty-five percent at th(~ sUrpl!,lS as regards 

12 pollcyholders as of the next precedil19 DecerlLer 3:. llnlcss the 

13 domesti.c .!.nst.:re:- notifies the corru~i.ssioner in ~·n::,~i.nq cf i"~.~ 

14 irlte~t~on to enter illto the t~a;lsaction at least thirty da~s 

15 prior to en~ering into ttle transaction or withi!1 a s~or~0r 

lfi ti;nc permj~ted by the corrmj.ss~o~pr a~d the cOxxiSSLr)r~A:· h~:~ 

17 ~,ut disapproved of the tra~sacticn within the tin:e per~cd: 

18 Sec. "C). Sectior. 521A.lO. Code 199:, 15 ancncpd c·y dc:(li:cg 

19 the following new subsection: 

70 NEW ScHlSECTION. lAo a. A direclor or offi.cer of ~., 

21 irlsurance holding cOlllpany systeJ~ who dcp~ allY ~f the Ecllo~i;lq 

22 is subject to the civil penalty imposed ll~der pardgraph "b": 

23 (1) Knowingly participates ic or assents to tracsactiolls 

24 or investmen[s wh:ch have not been properly reportee t,r 

2S submi~ted pursuant to sectio~ 521A.4 or section S21A.S, 

76 sllbsection 1, paragraph "~btl. 

27 (2) Knowingly permIts any of the officers or agenls of dll 

78 insarer to engage in transactions or make investmen~s whil:l. 

29 have not been properly reported or submitted pUr5\1dn: 

]0 sec::ion 521A.4 or section 52lA.5, subsect:on l, paragrapr~ "b". 

31 (J) Knowingly violates any other provision of th~s 

,2 chapter. 

,1 o. An officer or director of an ins:Jrance holding cc:npally 

54 sysLen ·,.Jho cOffi.mits any of the acts or omissions listed in 

35 pdragraph "a" shall pay, in the person's individ:lal capaclly. 
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1 a civil penalty of not more than one thousand dollars per 

2 violation, after notice and hearing before the corrunissioner. 

J In delermining the amount of the civil penalty, the 

4 co:r.missioner shall take Into account the appro,Jrid~eness of 

5 the penalty witt. respect to the gravity oE the violation, the 

6 history of previous violations, and such other matters as 

7 justice may require. 

R Sec. 56. Section 521A.IO, Code 1991, is amended by adding 

9 tl.e following llew s~bsection: 

tu NEW SUBSECTION. 4. A director or officer, or employee of 

11 an insurance holding company system who willfully and 

l2 knowingly subscribes to Or makes or causes to be made any 

13 false statements, false reports, or false filings with the 

14 intPnt to deceive :he commissior.er in the performance of the 

is rommissioner's duties c:nder ~his chapter IS guilty of a class 

16 liD" felony. 

17 offirer, or 

III 

19 Sec. S? 

20 fOllows: 

Any fines imposed shall be paid by the dIrector, 

employee in the person's individual capacity. 

DIVISION Vl 

Section 507.12, Coce 1991, is amended to read as 

21 507.12 PROCEDURE AGAINST LIFE COMPANIES. 

22 III rase of companies organized under the provisions of 

21 chJpter 508, !!t!~d the officers shall proceed as providpd ll~ 

24 ~ections 588;±~-~e 508.18 and 508.19. 

2S Sec. 58. Section 508.19, Code 1991, is amended to read as 

76 follo\-/s: 

2J 508.19 SECURITIES. 

/0 The securir,ies that are on deposit of a defa'-llting 0" 

29 .nsolvent company. or a company against ~hich proceedinss are 

10 pendillq under !!ee~ien~-5e8~!1-and section 508.18, shall vest 

3J tIl the state for the beneFit of all policytwlders of the 

32 company. 

33 Sec. 59. Section 511.8, subsection 16, unnumbered 

34 pardg,'aphs 2 and 4, Code 1991, are alnendecl to read as [oi;ows: 

J5 The securitles comprising the deposit of a company Or 
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1 dssociation against which proceedings are pending under 

2 ~eet;'e~:1-<;68","±'i'-al"!d section 508.18 shall vest in the ,,: .'11..' '.-. 

J the benefit of all policy~olders of the co~pany or 

4 association. 

S COI1:pan':es or associations having sect...:ri:ies or r.lr.l? i(; 

fi rpa1 estate on deposit with the comm~S5iQ:ler of j:~sura:1ce 

7 Shcll}, have the right to collec: all d~viden(is, i,~terest, re~t, 

H ur uthe:: income the~ee!"'l: ~.rcr:l the depClsi t unless pruceedinqs 

9 ag.llf~st ~e~h t.he cO!lIpar:y or aSS8clatl0:1 are pe;~dl~~ ur.dcr 

10 ~~eti~M~-5e8~±?-and scctio~ 508.18, in wtlich event ~h? 

11 cClnlnlss!.O!ler shdll collect such illterest, divtde!lds, rel1t, :)f 

12 nther income al1d add the saine to tile deposit. 

Sec. 60. Section 511.8, s~bsection "" parasraph b, 

J4 subparagraph (3), Code 1991, is a~ellded to read as fOllow~: 

15 (3) Set ~o:th prcv!sicns c~a: c~:s[od~a~ aq:eemcn~s 

16 pxecuted between custodia:l ba~ks and insurers shall co~taln. 

17 TIIP~p shall i~clude p:ovisio~s stat~ng that minimum depo5 i t 

]8 levels shall be mai~tai,ned a~d that the parties agree 

19 sectlrities in deposits with CllSt~di~~ ba~ks s~all vest in thp 

20 state in accordance ·.vi th t\eette~,,-5e8-d7-ft~ci secllon SOB.' 8 

21 whellcver proceedings under t~ege-gect~on~ tha~ scction are 

22 instituted. 

23 Sec. 61. Sections 507.11, 508.17, 510.1, and 51S.8S 

24 through 515.87, Code 1991, are repealed. 

25 O:VI$ION VII 

26 Sec. 62. Sections 1 through 9, the ffiodel managing ge~erai 

27 agents Act, divisioll i of this Act, take effec: Jilly 1, lYYi. 

28 An insure: shall ~ot cont~rue to utilize the serVices of a 

29 managing ge~eral agent on or after July 1, 1991, excep~ as 

]0 otherwlse provided in the Act, unless such utilizatioil is i~ 

31 compli,ance with division I ot this Ac:, regard~ess of the date 

32 on which the original co~t[act das e~cered into with the 

J3 managing general agent. An ins~rer which on the ef:ective 

34 date of this Act has in effect a contract with a ~anag~ng 

35 general agent shall give written notification to the 
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1 commissioner of the name of the managing general agent and the 

) relationship between the insurer and the managing general 

] agellt within thirty days of the effective date of this Act and 

4 shall comply with sections 1 through 9 of this Act within 

5 thirty days of the effective date of rules adopted by the 

6 commIssioner implementing the managing general agents Act. 

1 Sec. 63. Sections 10 through 13, the producer contrOlled 

8 property and casllalty insurer Act, division II of this Act, 

9 take efEect July I, 1991. An InSllrer or producer subject to 

iO dlVisiol: II of this Act shall not continue, renew, or Initiale 

11 a contract, or place business on or after JU'y I, 1991, unless 

12 in complIance witn division II of this Act, regardless of the 

lJ date on which the original contract was entered into between 

14 the parties. 

15 Sec. 64. Sections 14 through 18, the model. cr~dit for 

16 reinsllrance Act, division III of this Act, shall apply to all 

LJ (~essions an(j retrocessions under reinsurance agrePlnents witt! 

18 drl illception, a!1niversary, or renewal date :lot earlier than 

19 six IDonlhs aEter the effective da~e of this Act. 

20 Sec. 65. Secti.ons 19 through 3D, the reinsurance 

71 intermediary model Act, division IV of this Act, take effect 

22 July L, 1991. An insurer or reinsurer shall not continue to 

23 utilize the services of a reinsurance intermediary on or aEtpr 

24 July 1, 1991, unless utilization is in compliance with 

}S divlsion IV of this Act. 

75 EX?SANA'TION 

27 Division 7 uf l!lis biil adopts the NA!C mode! "~anaging 

78 (~~:'eral Agents (MGA) Act," which is required fer NAIC 

)9 accreditation of t.hc i~surance division as ~[1 approved 

30 j nsurar.ce regulator. The MGi\ Act requires al_l managing 

31 general agents to be license(l. The hi:l wou~d req~ire ~hat d 

l? w~itten c()ntra{~t between d ma~dging ge!leral agent and the 

13 In~urpr be filed with the insu~ance division. The bill 

34 rcq\1~1·e3 the insurer to monitor a~d control a ffiarldging gerleral 

35 agent's activities. The bill limits the amount of insurer 
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l funds that the managIng general agent may hold and req~j!e~ 

2 sufficient records to be maintained by the rr.anaging qe:leri.t:' 

agent.. The bi':'l requires the insurer ~o condt.!ct semianrn:" 

1 ell-site reviews of the underwr~ting a~d Cldi:~is proce~scs. 

S !Jivision II of this bill adopts t.r.e NA;C mcde.~ "?r~)(j~l(.:er 

6 Controlled Property and Casualty ins~rer Act," as a 

"/ prerequisite to~ accreditatio1~ of the d~vis~on. 

R requires brokers a~d rra~agers to be ljce~sed as lnSJrd~Ce 

9 flrodl1cefS and :imits the business placed "ii~.:C a concroLed 

10 Insurer. The hil! also imposes liabi:~~y on the cont~011~~g 

11 p,"oducer in the eve~t of the i~solve~cy ot t~e con~rolled 

::? insurer. The bill ire90ses strict recordkeepi~q and [eport.~_ns 

I ,) ~.t.andards. TtL' bil,l prClhibit.:; ~.he reinSl.irance :Tla.r~dgei.: [::-0;;1 

11 binding re:rocessio:15 i!1 most illstances dI~d cUI!;r!~itt:~q ~he 

1') rt?1~13u!""er: to pa~licipate ~n rei:1s:..;.ra:lce sy~H1,:cdtes . The 

16 r~~in~l~rer :5 r eq1..:' 1 ;ec to obtain ann:.:al , 1 ndepe :-:dc:,. t: y !J:-ep ... .! ~.-p(i 

Ii finallcial statemell~s frUffi ~ts rei~5urance manager and 

18 certification oE loss rese~ves on business prod;ced by ehe 

19 ma:lager. 

20 Jivision II: sets out s:ric: st.anuards Eo:- ~eceiving 

21 financial credit for ceded reinsurance. DivisiO!l :Ir adopt:~ 
)) the NA:C model "Credit for Reinsuranc~ Act," and would derry 

23 credit for ceded reinsu~ance unless the assuming compdny is 

24 licensed to tra~sact reir;sura~ce In ~he domjciliary state oC 

25 the ceding company, the assuming company is an accred~ted 

26 reins~rcr in the dOffiiciliary state of the ceding company, or 

27 the assuming company is domiciled !n a state wh~ch employs 

2" standards regarding credit for reinsurance substantially 

29 similar to tr.e requireme;o,ts u;"der the b:'ll. '::I\e Dodel Act 

)0 WOJld require the assun~ing compa~y :0 mai~cain capiLa~ a~d 

31 surplus equal :0 or exceeding $20,000,000. To become an 

32 accredited reinsurer of the ceding company's state of 

JJ domicile, the assuming company would have to submit to the 

,4 authority to examine i's books and records, be licensed to 

]s transact insurance or reinsurance in at least one state, and 
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1 file its financial statements with that state. Enactment of 

? this model Act is required for accreditation of the insurance 

J division by the NAIC as an approved insurance regulator. 

4 Division IV of this bill adopts the NAIC's "ReinS'Jrdnce 

S Intermediary Model Act," and requires certain brokers and 

6 managers engaged in reinsurance activities to be licensed as 

1 insurance producers. This bill imposes strict recordkeeping 

8 dnd reporting standards. This bill prohibits the reinsucance 

9 manager from binding retrocessions in most instances and 

!.O committing the reinsurer to participate in reillsurance 

11 syndicates. The reinsurer is required to obtain annual, 

12 independently prepared financial stateme~ts from its 

13 rejnsurance manager and certification of loss reserves on 

14 husiness produced by the manager. Division IV further 

15 authorizes the commissioner to examine a reinsurance 

16 i~termediary's books and records. The bill provides tha~ the 

17 reinsurance manager's acts are deemed the acts oE th'" company 

lR on vlhose behaJ f tile reinsurance manager is acting. This hi 11 

19 also gives the commissioner t!-:e righ: to order the rei~suraTlce 

20 intermediary to make res:itution for net losses incurred 

21 attributable to violations as provided in this bill. The 

22 "Reinsurance Intermediary Model Act" is required for the 

73 i~surance division to be accredited as an approved regulator 

24 bv thE NAIC. 

25 Division V of th~s bill amends vacious existing Code 

26 p(ovisions also related to solvency and accredita~ion. 

n Sections 31 through 33 authorize the commissioner to 

)8 apPolnt a chief examiner and a deputy for supervision. The 

29 salaries for each are to be set by the commissiu~er and oaid 

30 hy the i'lsurancc industry as an exa~lna~icn expellse. 

32 r cpo r I: ("; ': 0 

14 cha~ges thc conEident:ia:i~y of exam:naticn 

~eporls which are xerely prelimir1ary under the 

3:3 [l,lles of the division, specifically 191 lAC 1.3(1:), 5.1. 

34 Reports are considered preliminary when ~he ~wenty-day period 

J5 for d~manding 3 hearing has not expired or when a h~aring has 
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1. been demanded but not held or no decisio:o i.ssued pursuant ':() " 

2 hearing. The section also grants sim~lar protection LO the 

1 fl!lallCial statements and related proprietary Eillancial 

'1 in:ormatio!1 filed ~"itr. the di°,;ision by e;r.p1.8:/ers t'Jhic:; SC'. 

~ lrtS!Jre for \>Jorkers' compensation l~abili::y p;.;rGuc.!!t to ;:,.-,,(.': 

(, 87.11. 

7 Section 35 provides for the lssuance of dn ex parre orde! 

8 of rehabilita~ion withoLl a hearirlg agai~st an lns~rer in a 

9 fi:oancially hazardo~s ccndi~lO!1. 

10 Sections 36 a~d 41 reqtlire t~at a~nual statc~~c~t bldnks rIp 

~~ pri~Pdred in acccrda::cc \-/ith t.he !\Arc i:--.structions handboo~ ':j:~d 

~2 that stdtutes regardi:1g an:1Ud':" std:-:emp:1t 01.a;-tks refe;:- to th~.: 

13 ~AIC accounting pr~ctices and procedures ma;}uaL. The SeC~l(;n:; 

14 aIs0 set star.dares tor ceLct"ir.ining ~ .... r.at dre .:JC;llit:-.PG dr~d 

lS nonadmitted assets by reference :0 :\A~;:-' acc()'.:n::i:1~ s~:anda.rds. 

lfi Section 37 reinstates 3ubsection 2 of sect~O!l 508C.e as i~ 

1"1 existed prior to repeal during the 1990 Session. 

'8 Section 38 co~verts existing sect~o!: 5:1.8 fr0m a dcpos .. _ 

19 requirement into an investment standard. 

20 Seclio!! 39 conforms the procedllrp ror hand: ;.ng an i'11pai 'ed 

71 or i~501ve~t health ~air)tena~ce organ~zatiO:l (HMO) t~ ~ha:_ 

22 appl icable to other insurers. 

23 Section 40 imposes a five-perce:1t-of-asscts li;n.i.:dt~on U;_h)f) 

24 the Jun~ bond investments of a property an~ casualty i:15urer. 

25 Section 42 grallts the insurance d~visio!1. afte' !!otice a:,d 

26 hearing, the authcrity to isslle a cease and desist order or 

21 :l~ .. ~ose a fi~e it a domestic or !:Qr~~.qn co;npany tai.:..:; to adhfl:re 

78 to lovla la>:. 

29 Section 43 restates the existing Code subsection wltn no 

30 Sllbstdntive change. 

J1 Section 44 limits :he future onligatlon of :he pror~rty a~d 

32 casualty guaranty fund to pay certain claims. by authorizing 

33 the claim to be valued at its es~imated present val~e. to 

34 permit the association to close an insolvency. 

35 Section 45 amends an eXLstinc condition orovidina that a 
J • J 
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person does not have a claim against the guaranty fund if the 

2 person can reCOVf'r their lo,;s lInJIOr a policy [r()m anolher non­

J life insurer by restating the definition of insurance. 

4 Sectlon 46 alters the conditions under which the guaranty 

5 fund would pay for an uninsur'ed motor ist claim. 

6 Section 47 limits d county mutual insurer's financial 

7 exposure to risk of loss in connectioll with reinsurance 

8 coverage to 15 percent of surplus "ith anyone reinsurer. 

9 Sections 48 through 56 reVise thf' insurallce compa~y holding 

10 5ys~em Act, chapter 52lA, to increase the oversight and 

11 penalties applicable to holding company transactions which do 

12 not comply with state law. Section 48 imposes additional 

13 Investment restrictions on domestic insurers wich regard to 

14 invpslmerlts in related companies, eit~er sllhsidiaries or 

15 affiliates. Sections 49 and 50 eliminate the reqllirement of 

16 notice and maillng to sf'curityholders of a domestic insurer, 

17 since review of an acquisition from the standpoint of spcurity 

18 holders is not accepted as permissible state action under 

19 federal law. Sec~ions 51 through 54 cOflEorm the Iowa Act with 

20 details of the NAI2 model and broaden the disclosure and sCope 

21 of approval oE the insurance division over company 

22 transactions. Sections 55 a~d 56 amend the perlalties Eor 

2] violation o~ the Iowa Act, in conformance with the NAIC model 

24 Act, The Iowa Act was originally based on a prior version of 

2S the NArC model, dnd these revisions subs~antially confc)rm 

26 Iowa'~ Act to the current model Act. 
')' '.' ". ' . ~, . ; lV1Slon ~~ repea~s certaln Loce sectIons and :naKes 

28 conformi.lq changes. Sect lens 57 t~l:ough 60 ;rake conEormirlg 

2Y cha;\q~~ necessa~y as a result cE the repeals in section 61. 

~o S(~ct"ion 61 :epe~ls sections S07.11, SOS.l7r ane 5::'5.85 !:hrougr: 

11. 515.81: re~atinq to t~~e p[OCedi~re for dea},i~g with ail 

:32 i!1so.Lvpnl insurer. '2r.e provis1.o:; is in c0n:lict with l;.:.:ter 

11 ,~doptpd chapt:er 507C gover~ing the supervision of impaired Or 

34 irlsolvent insurers. 

Division VI!, c_.e·c~ions 62 "h"ouah 0"5 app·i"es speci"a' - <""J'''' " 
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1 ~ffective date or applicability conditions on th~ model Acts 

2 contained in divisions I through IV. 
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SENATE FILE 518 
5-3210 

1 Amend Senate File 518 as follows: 
2 1. Page 7. lines 11 and 12. by striking the word 
3 and figures "510.2. subsection 3" -and inserting the 
4 following: "SlO.2A. subsection 4". 
5 2. Page 7. line 14. by striking the word and 
6 figures "510.2. subsection 3" and inserting the 
7 following: "SlO.2A. subsection 4". 
8 3. Page 8. line 23. by striking the figure 
9 "510.1" and inserting the following: "SlO.IA". 

10 4. Page 15, lines 27 and 28, by striking the 
11 words "insurer, is entered through" and inserting the 
12 following: "insurer is entered through.". 
1] 5. Page 15. line ]4, by inserting after the word 
14 "amount" the following: "of". 
15 6. Page 37. line 31. by striking the words "in. 
16 this" and inserting the following: "in this". 

By MICHAEL E. GRONSTAL 

5-3210 FILED MARCH 27. 1991 
~4 
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COMMERCE/INSURANCE DIVISION 

BILL) 

Passed Senate, Date __________ _ Passed House, Date 

Vote: Ayes Nays Vote: Ayes Nays 

An 

BE 

Approved 

A Bill FOR 

Act relating to the financial supervision and solvency 

oversight of insurance companies by the commissioner of 

insurance and accreditation of the insurance division as an 

approved insurance regulator by the national association of 

insurance commissioners, imposing civil liability, authorizing 

administrative and criminal penalties, and providing effective 

dates and applicability provisions. 

IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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1 DIVISION I 
2 Section 1. NEW SECTION. 507E.l SHORT TITLE. 

3 This chapter shall be known and may be cited as the 
4 "Nonadmitted Insurance Act." 

5 Sec. 2. NEW SECTION. 507E.2 PURPOSES. 
6 Insurance transactions with nonadmitted insurers are so 

7 affected with a public interest as to require regulation, 

8 taxation, supervision, and control of such transactions and 

9 matters relating to those transactions, as provided in this 
10 chapter, in order to further all of the fOllowing: 

11 1. Protect the insureds and claimants of this state in 
12 transactions involving the purchase of insurance from insurers 

13 not authorized to transact business in this state. 
14 2. Assure the availability of insurance coverage for the 

15 public, to the extent that insurance is not available from 
16 admitted insurers, or from eligible surplus lines insurers 

17 through surplus lines licensees. 

18 3. Protect the revenues of this state. 

19 4. Protect regulated, admitted insurers from unregulated 
20 and unfair competition by nonadmitted insurers. 

21 5. Regulate and supervise the effectuation of nonadmitted 
22 insurance in accordance with the laws of this state and Pub. 

23 L. No. 15, known as the federal McCarran Act. 
24 6. Maintain reliable insurance markets. 

25 Sec. 3. NEW SECTION. 507E.3 DEFINITIONS. 
26 As used in this chapter, unless the context otherwise 
27 requires: 

28 1. "Admitted insurer" means an insurer licensed to 

29 transact the business of insurance in this state. 

30 2. "Commissioner" means the commissioner of insurance. 

31 3. "Eligible surplus lines insurer" means a nonadmitted 
32 insurer with which a surplus lines licensee may place surplus 
33 lines insurance under Iowa law. 

34 4. "Export" means to place surplus lines insurance with a 
35 nonadmitted insurer. 
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5. "Nonadmitted insurer" means an insurer not licensed to 
transact the business of insurance in this state or an 

insurance exchange as authorized to transact business under 

the laws of various states. 

6. "Producing broker" means the individual broker or agent 
dealing directly with the party seeking insurance. 

7. "Surplus lines insurance~ means any insurance in this 

state of risks resident, located, or to be performed in this 

state, permitted to be placed through a surplus lines licensee 

with a nonadmitted insurer eligible to accept such insurance, 

11 other thin r~~n§urance( wet marine and transportation 

12 insurance, insurance independently procured, and life and 

13 health insurance and annuities. 

14 8. "Surplus lines licensee" means a person licensed under 

15 Iowa law to place insurance of risks resident, located, or to 

16 be performed in this state with nonadmitted insurErs eligible 

17 to accept such insurance. 

_ 18 9. "Wet marine and transportation insurance" means one or 

19 more of the following: 

-

20 a. 
21 hull, 

22 hull. 

Insurance against loss or damage to a vessel, craft, 

and interests related to or within the vessel, craft, or 

23 b. Insurance against loss or damage related to marine 

24 builder's risks, marine war risks, and contracts of marine 

25 protection and indemnity insurance. 

26 c. Insurance against loss or damage to freight and 

27 disbursements related to a subject of insurance defined in 

28 this subsection. 

29 d. Insurance against loss or damage to personal property 

30 and interests in personal property, in the course of 

31 exportation from or importation into any country, or in the 

32 course of 

33 including 

34 origin to 

35 risks or 

transportation coastwise or on island waters, 

transportation by land, water, or air from point of 

final destination, in connection with any and all 

perils of navigation, transit, or transportation, and 
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1 while being prepared for and while awaiting shipment, and 
2 during any delays, transshipment, or reshipment incident to 
3 shipment. 

4 Sec. 4. NEW SECTION. 507E.4 ACTING FOR OR AIDING NON-

S ADMITTED INSURERS PROHIBITED -- EXCEPTIONS. 
6 1. A person shall not, directly or indirectly, act as an 

7 agent for, or otherwise represent or aid on behalf of another, 
8 any nonadmitted insurer in the solicitation, negotiation, 

9 procurement, or effectuation of insurance, or renewal of 
10 insurance, or forwarding of applications, or delivery of 

11 policies or contracts or inspection of risks, or fixing of 
12 rates, or investigation or adjustment of claims or losses, or 

13 collection or forwarding of premiums, or ~n any other manner 
14 represent or assist the nonadmi,ted insurer in the transaction 
15 of insurance. 

16 2. This section does not apply to any of the following: 

17 a. Matters authorized by the commissioner under chapter 
18 507A. 

19 b. Surplus lines insurance if it is effected and written 
20 under sections 515.147 through 515.149. 

21 c. Transactions for which a certificate of authority to do 
22 business is not required of an insurer under the insurance 

23 laws of this state. 
24 d. Reinsurance. 

25 e. The property and operation of railroads or aircraft 
26 engaged in interstate or foreign commerce, insurance of 

27 vessels, crafts or hulls, cargoes, marine builder's risks, 

28 marine protection and indemnity, or other risks including 

29 strikes and war risks commonly insured under ocean or wet 
30 marine policy forms. 

31 f. Life insurance, health insurance, and annuities when 
32 solicited solely by mail or when not solicited, negotiated, or 
33 procured in this state. 

34 g. Transactions subsequent to issuance of a policy not 
35 covering domestic risks at the time of issuance, and lawfully 
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1 solicited, written, or delivered outside this state. 
2 3. A person who represents or aids a nonadmitted insurer 
3 in violation of this section is subject to the penalties 
4 provided. An insurance contract entered into in violation of 
5 this section shall not preclude the insured from enforcing the 
6 insured's rights under the contract of insurance in accordance 
7 with the terms and provisions of the contract of insurance. 
8 4. If the unauthorized insurer fails to pay a claim or 
9 loss within the provisions of the insurance contract, a person 

10 who assisted or in any manner aided directly or indirectly in 

11 the procurement of the insurance contract, is liable to the 
12 insured for the full amount under the provisions of the 

13 insurance contract. 
14 . Sec. S. NEW SECTION. 507E.S SUITS BY NONADMITTED 

15 INSURERS. 
16 A nonadmitted insurer shall not commence or maintain any 
17 action in law or equity in this state to enforce any right 
18 arising out of any insurance transaction in this state except 
19 with respect to any of the following: 
20 1. Claims under policies lawfully written in this state. 

21 2. Liquidation of assets and liabilities of the insurer, 
22 other than collection of new premium, resulting from the 

23 former authorized operations of the insurer in this state. 
24 3. Transactions subsequent to the issuance of a policy not 

25 covering domestic risks at the time of issuance, and lawfully 
26 solicited, written, or delivered outside this state. 
27 4. Surplus lines coverages exported in accordance with 
28 sections 515.147 through 515.149. 
29 5. Reinsurance. 
30 6. The continuation and servicing of life insurance, 

31 health insurance policies, or annuity contracts remaining in 
32 force as to residents of this state where the insurer has 

33 withdrawn from the state and is not transacting new insurance 
34 in this state. 
35 7. Servicing of a policy written by an admitted insurer in 
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1 a state to which the insured has moved but in which the 
2 company is not licensed, until the term of the policy expires. 

3 8. Claims under policies covering wet marine and 
4 transportation insurance. 

5 Sec. 6. NEW SECtION. 507E.6 INSURANCE INDEPENDENTLY 

6 PROCURED -- DUTY TO REPORT AND PAY tAX. 

7 1. An insured in this state who procures, continues, or 
8 renews insurance with a nonadmitted insurer on a risk or 

9 exposure located or to be performed in whole or in part in 
10 this state, other than insurance procured through a surplus 

11 lines licensee pursuant to sections 515.147 through 515.149, 

12 within thirty days after the date such insurance was procured, 

13 continued, or renewed, shall file a written report of the 

14 procurement with the commissioner upon forms prescribed by the 

15 commissioner, showing the name and address of the insured or 
16 insureds, name and address of the insurer, the subject of the 

17 insurance, a general description of the coverage, the amount 
18 of premium currently charged for the insurance, and other 

19 pertinent information as is reasonably requested by the 
20 commissioner. 

21 2. Gross premiums charged for the insurance, less any 

22 return premiums, are subject to a tax at the rate of two 

23 percent. At the time of filing the report required in 

24 subsection 1, the insured shall pay the tax to the department 

25 of revenue and finance, which shall deposit the tax in the 
26 insurance division's revolving fund. 

27 3. If an independently procured policy covers risks or 
28 expoSures only partially located or to be performed in this 

29 state, the tax payable shall be computed on the portion of the 
30 premium properly attributable to the risks or exposures 

31 located or to be performed in this state. 

32 4. This section does not abrogate or modify, and shall not 

33 be construed or deemed to abrogate or modify, any provisions 

34 of section 507E.4 or 507E.5, or any other provision of this 
35 chapter. 
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1 5. This section does not apply to life insurance, health 
2 insurance, or annuities. 
3 DIVISION II 
4 Sec. 7. NEW SECTION. 510.1A SHORT TITLE. 

5 This chapter may be cited as the "Managing General Agents 

6 Act." 

7 Sec. 8. NEW SECTION. 510.2A DEFINITIONS. 
8 As used in this chapter, unless the context otherwise 

9 requires: 
10 1. "Actuary" means a person who is a member in good 

11 standing of the American academy of actuaries. 
12 2. "Commissioner" means the commissioner of insurance. 

13 3. "Insurer" means a person duly licensed in this state as 
14 an insurance company pursuant to Title xx. 
15 4. a. "Managing general agent" means any person who 

16 engages in all of the following: 

17 (1) Negotiates and binds ceding reinsurance contracts on 

~ 18 behalf of an insurer or manages all or part of the insurance 
~!_ 19 business of an insurer, including the management of a separate 

20 division, department, or underwriting office, and who acts as 

21 an agent for such insurer whether known as a managing general 
22 agent, manager, or other similar term or title. 

23 (2) With or without authority and either separately or 
24 together with affiliates, directly or indirectly produces, and 

25 underwrites, an amount of gross direct written premium equal 
26 to or greater than five percent of the policyholder surplus in 

27 anyone quarter or year as reported in the last annual 
28 statement of the insurer. 

29 (3) Engages in either or both of the following: 
30 (al Adjusts or pays claims in excess of an amount 

31 determined by the commissioner. 
32 (b) Negotiates reinsurance on behalf of the insurer. 

33 b. Managing general agent does not include any of the 

~",:."""", 3345 following: 
~~ (1) An employee of the insurer. 
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1 (2) A manager of a United States branch of an alien 
2 insurer who resides in this country. 
3 (3) An underwriting manager who, pursuant to contract, 
4 manages all insurance operations of the insurer, who is under 

5 common control with the insurer, subject to chapter 521A 

6 relating to the regUlation of insurance holding company 

7 systems, and who is not compensated based upon the volume of 

8 premiums written. 

9 (4) An insurance company, in connection with the 
10 acceptance 

11 (5) The 

or rejection of reinsurance on a block of business. 

attorney-in-fact authorized by or acting for the 
12 subscribers of a reciprocal insurer or interinsurance exchange 

13 under power of attorney. 

14 5. "Underwrite" means the authority to accept or reject 

15 risk on behalf of the insurer. 

16 SeC. 9. NEW SECTION. 510.3A LICENSURE REQUIRED -- BOND. 

17 1. A person shall not act ~n the capacity of a managing 
18 general agent with respect to risks located in this state for 

19 an insurer licensed in this state unless the person is a 
20 licensed producer in this state. 

21 2. A person shall not act in the capacity of a 
insurer domiciled in 

managing 
this state 22 general agent representing an 

23 with respect to risks located outside this state unless the 

24 person is licensed as a resident or nonresident producer in 

25 this state pursuant to the provisions of this chapter. 
26 3. The commissioner may require a bond for each company 

27 represented by a managing general agent in an amount 
28 acceptable to the commissioner for the protection of the 

29 insurer. 
30 4. The commissioner may require a managing general agent 

31 to maintain an errors and omissions policy. 
32 Sec. 10. NEW SECTION. 510.4 REQUIRED CONTRACT PROVISIONS 

33 LIMITATIONS. 

34 1. A person acting in the capacity of a managing general 

35 agent shall not place business with an insurer unless a 
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written contract is in force between the parties which sets 
forth the responsibilities of each party. If both parties 
share responsibility for a particular function, the contract 
must specify the division of such responsibilities, and must 

contain, at a minimum, all of the following provisions: 

a. The insurer may terminate the contract for cause upon 

written notice to the managing general agent. The insurer may 

suspend the underwriting authority of a managing general agent 

during the pendency of any dispute regarding the cause for 

termination. The insurer shall advise the commissioner of a 

termination or a suspension pursuant to this paragraph. 

12 b. A managing general agent shall render accounts to the 

13 insurer detailing all transactions and remit all funds due 
14 under the contract to the insurer on not less than a monthly 

15 basis. 

16 c. All funds collected for the account of an insurer shall 

17 be held by a managing general agent in a fiduciary capacity in 

18 a bank which is a member of the federal reserve system. This 

19 account shall be used for all payments on behalf of the 

20 insurer. A managing general agent may retain no more than 

21 three months estimated claims payments and allocated loss 
22 adjustment expenses. 

23 d. Separate records of business written by a managing 
24 general agent shall be maintained. An insurer shall have 

25 access and a right to copy all accounts and records related to 
26 the insurer's business in a form usable by the insurer and the 

27 commissioner shall have access to all books, bank accounts, 

28 and records of a managing general agent in a form usable to 

29 the commissioner. Such records shall be retained at least 
30 until after completion by the insurance division of the next 

31 triennial examination of the insurer. 
32 e. Appropriate underwriting guidelines including, but not 

33 limited to, the following: 

34 (1) The maximum annual premium volume. 

35 (2) The basis of the rates to be charged. 
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1 (3) The types of risks which may be written. 
2 (4) Maximum limits of liability. 
3 (5) Applicable exclusions. 
4 (6) Territorial limitations. 
5 (7) Policy cancellation provisions. 
6 (8) The maximum length or duration of the policy period. 

7 The insurer may cancel or refuse to renew any policy of 
8 insurance produced or underwritten by a managing general 

9 agent, subject to the applicable laws and rules concerning the 
10 cancellation and nonrenewal of insurance policies. 
11 2. Permissible provisions in a contract and their 
12 requirements include the following: 
13 a. 

14 settle 
If the contract permits a managing general agent to 
claims on behalf of the insurer all of the following 

15 requirements apply: 
16 (1) All claims reported must be reported by the managing 

17 general 
18 (2) 

agent to the insurer in a timely manner. 
A copy of the claim file must be sent to the insurer 

19 at its request or as soon as the managing general agent knows 
20 that the claim meets one or more of the following conditions: 
21 (a) The claim has the potential to exceed an amount 
22 determined by the commissioner or exceeds the limit set by the 

23 insurer, whichever is less. 
24 (b) The claim involves a coverage dispute. 

25 (c) The claim may exceed the claims settlement authority 
26 of the managing general agent. 

27 (d) The claim is open for more than six months. 
28 (e) The claim is closed by payment of an amount set by the 
29 commissioner or an amount set by the insurer, whichever ~s 

30 less. 

31 (3) All claim files shall be the joint property of the 
32 insurer and the managing general agent. However, upon an 

33 order of liquidation of the insurer the files become the sole 
34 property of the insurer or its estate. The managing general 

35 agent Shall have reasonable access to and the right to copy 
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1 the files on a timely basis. 
2 (4) Any settlement authority granted to the managing 

3 general agent may be terminated for cause upon the insurer's 
4 written notice to the managing general agent or upon the 

5 termination of the contract. The insurer may suspend the 
6 settlement authority during the pendency of any dispute 

7 regarding the cause for termination. 
8 b. If electronic claims files are in existence, the 

9 contract must address the timely transmission or transfer of 
10 the data contained in the files. 

11 c. If the contract provides for a sharing of interim 

12 profits by the managing general agent, and the managing 

13 general agent has the authority to determine the amount of 
14 interim profits by establishing loss reserves, by controlling 

15 claim payments, or by determining the amount of interim 
16 profits in any other manner, interim profits shall not be paid 

17 to the managing general agent until one year after they are 

18 earned for property insurance business and five years after 

19 they are earned for casualty insurance business, and not until 

20 the interim profits have been verified pursuant to section 

21 510.5. 
22 3. A managing general agent shall not do any of the 

23 following: 
24 a. Bind reinsurance or retrocessions on behalf of the 

25 insurer, except that a managing general agent may bind 
26 facultative reinsurance contracts pursuant to obligatory 

27 facultative agreements if the contract with the insurer 
28 contains reinsurance underwriting guidelines including, for 

29 both reinsurance assumed and ceded, a list of reinsurers with 

30 which such automatic agreements are in effect, the coverages 

31 and amounts or percentages that may be reinsured, and 
32 commission schedules. 

33 b. Commit the insurer to participate in insurance or 
34 reinsurance syndicates. 

35 c. Appoint any producer without assuring that the producer 
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1 is lawfully licensed to transact the type of insurance for 

2 which the producer is appointed. 

3 d. Without prior approval of the insurer, payor commit 
4 the insurer to pay a claim over a specified amount, net of 

5 reinsurance, which exceeds one percent of the policyholder's 

6 surplus of the insurer as of December 31 of the previous 

7 calendar year. 

8 e. Collect any payment from a reinsurer or commit the 

9 insurer to any claim settlement with a reinsurer without prior 

10 approval of the insurer. If prior approval is given, a report 

11 must be promptly forwarded by the managing general agent to 

12 the insurer. 

13 f. Permit its subproducer to serve on the insurer's board 

14 of directors. 

15 g. Jointly employ an individual who is employed by the 

16 insurer. 

17 h. Appoint a submanaging general agent. 

18 Sec. 11. NEW SECTION. 510.5 DUTIES OF INSURERS. 

19 1. An insurer shall have on file an independent financial 

20 examination, in a form acceptable to the commissioner, of each 

21 managing general agent with which the insurer does or has done 

22 business. 

23 2. If a managing general agent establishes loss reserves, 

24 the insurer shall annually obtain the opinion of an actuary 

25 attesting to the adequacy of loss reserves established for 

26 losses incurred and outstanding on business produced by a 

27 managing general agent. This is in addition to any other 

28 required loss reserve certification. 

29 3. An insurer shall periodically, but at least semi-

30 annually, conduct an on-site review of the underwriting and 

31 Claims processing operations of each managing general agent 
32 with which the insurer is currently doing business. 

33 4. Binding authority for all reinsurance contracts or 

34 participation in insurance or reinsurance syndicates shall 

35 rest with an officer of the insurer, who is not affiliated 
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1 with the managing general agent. 
2 5. Within thirty days of entering into or termination of a 

3 contract with a managing general agent, the insurer shall 
4 provide written notification of the appointment or termination 

5 to the commissioner. A notice of appointment of a managing 
6 general agent must include a statement of duties which the 

7 applicant is expected to perform on behalf of the insurer, the 
8 lines of insurance for which the applicant is to be authorized 

9 to act, and any other information the commissioner may 
10 request. 

11 6. An insurer shall review its bOOKS and records each 

12 quarter and determine if any producer, as defined by section 

13 510A.2, has become, by operation of section 510.2, subsection 

14 3, a managing general agent as defined in that section. If 

15 the insurer determines that a producer has become a managing 
16 general agent by operation of section 510.2, subsection 3, the 

17 insurer shall promptly notify the producer and the 
18 commissioner of such determination and the insurer and 

19 producer shall fully comply with the prov~sions of this 
20 chapter within thirty days. 

21 
22 

23 
24 

25 
26 

27 
28 

29 

30 

31 

32 

33 

34 

35 

7. An insurer shall not appoint to its board of directors 

an officer, director, employee, producer, or controlling 

shareholder of a managing general agent of the insurer. This 

subsection shall not apply to relationships governed by 
chapter 52lA relating to the regulation of insurance company 
holding systems, or, if applicable, by chapter 510A relating 

to the regulation of producer controlled property and casualty 

insurers. 

Sec. 12. NEW SECTION. 510.6 EXAMINATION AUTHORITY. 
The acts of a managing general agent are considered to be 

the acts of the insurer on whose behalf a managing general 
agent is acting. A managing general agent may be examined as 

if it were the insurer. 

Sec. 13. NEW SECTION. 510.7 PENALTIES AND LIABILITIES. 

1. If the commissioner finds, after a hearing conducted in 
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1 accordance with chapter l7A, that any person has violated one 

2 or more provisions of this chapter, the commissioner may order 

3 one or more of the following: 

4 a. For each separate violation, the imposition of an 

5 administrative penalty of not more than ten thousand dollars. 

6 b. Revocation or suspension of the producer's license. 

7 c. Reimbursement by the managing general agent of the 

8 insurer, the rehabilitator, or the liquidator of the insurer 

9 for any losses incurred by the insurer caused by a violation 

10 of this chapter committed by the managing general agent. 

11 2. The decision, determination, or order of the 

12 commissioner pursuant to subsection 1 is subject to judicial 

13 review pursuant to chapter 17A. 

14 3. This section does not affect the right of the 

15 commissioner to impose any other penalties provided for under 

16 Title XX. 
17 4. This chapter ~s not intended to and shall not in any 

18 manner limit or restrict the rights of policyholders, 

19 claimants, and auditors. 

20 Sec. 14. NEW SECTION. 510.8 RULES AND REGULATIONS. 

21 The commissioner may adopt rules, pursuant to chapter l7A, 

22 as necessary or convenient for the implementation and 

23 administration of this chapter. 

24 Sec. 15. NEW SECTION. 510.9 EXEMPTION. 

25 A managing general agent who complies with sections 510.1 

26 through 510.8 for a block of business, shall not also be 

27 required to comply with sections 510.20 and 510.21 with regard 

28 to the same block of business. 

29 DIVISION III 

30 Sec. 16. NEW SECTION. SlOA.l SHORT TITLE. 

31 This chapter shall be known and may be cited as the 

32 "Producer Controlled Property and Casualty Insurer Act." 

33 Sec. 17. NEW SECTION. S10A.2 DEFINITIONS. 

34 As used in this chapter, unless the context otherwise 

35 requires: 
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~ 1 1. "Captive insurer" means an insurance company which is 
2 owned by another organization for the exclusive purpose of 

-" 

-

3 insuring risks of the organization and any affiliated company, 
4 or in the case of groups and associations, an insurance 

5 

6 

7 
8 

9 
10 

11 

12 

13 

14 

15 
16 

17 
18 

organization owned by the insureds for the exclusive purpose 
of insuring risks of group and association members and any 

affiliates. 
2. "Control" means the possession, direct or indirect, of 

the power to direct or cause the direction of the management 
and policies of a person, whether through the ownership of 

voting securities, by contract other than 

or nonmanagement services, or otherwise. 

presumed to exist if any person, directly 

a contract for goods 
Control shall be 

or indirectly, owns, 

controls, holds with the powers to vote or holds proxies 

representing a majority of the outstanding voting securities 

of any other person. A person is not deemed to control 

another person solely by reason of being an officer or 
director of the other person. 

19 3. "Independent casualty actuary" means a casualty actuary 
20 who is a member of the American academy of actuaries and who 

21 is not an employee, principal, the direct or indirect owner 
22 of, affiliated with, or in any way controlled by the insurer 

23 or producer. 

24 4. "Licensed property and casualty insurer" or "insurer" 

25 means a person licensed to transact a property and casualty 
26 insurance business in this state and which issues policies 

28 

~9 

27 covered by chapter 5158, which establishes the insurance 
guaranty association. The following are not licensed property 

and casualty insurers for the purposes of this chapter: 

30 

31 

32 

33 
34 

35 

a. All nonadmitted insurers. 

o. All risk retention groups as defined in the federal 

Superfund Amendments Reauthorization Act of 1986, Pub. L. No. 

99-499, 100 Stat. 1613 (1986), the federal Risk Retention Act, 

15 U.S.C. 3901 et seq. (1982 & Supp. 1986), or chapter SlSE. 

c. All residual market pools and jOint underwriting 
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1 authorities or associations. 
2 d. All captive insurers. 

3 5. "Producer" means an ~n~\Hinve bro~er or dny oth@r 
4 person when such person acts or aids in any manner in 

5 soliciting, negotiating, or procuring the making of an 
6 insurance contract on behalf of an insured, who is not that 
7 person, for any compensation, commission, or other thing of 
8 value. ·Producer" does not include an exclusive agent or an 
9 independent agent acting on behalf of the controlled insurer 

10 or any subagent or representative of such agent, who acts as 

11 such in the sOlicitation of, negotiation for, or procurement 
12 or making of an insurance contract, if the agent, subagent, or 

13 representative is not also acting in the capacity of an 

14 insurance broker in the same transaction. 

15 6. "Reinsurance intermediary" means a person who acts as a 
16 producer in soliciting, negotiating, or procuring the making 

17 of a reinsurance contract or binder on behalf of a ceding 
18 insurer. or acts as a producer in accepting a reinsurance 

19 contract or binder on behalf of an assuming insurer. 

20 7. "Violation" means a finding by the commissioner that 

21 one or more of the following has occurred: 
22 a. The controlling producer has not materially complied 

23 with section 5l0A.3. 
24 b. The controlled insurer, with respect to business placed 

25 by the controlling producer. has engaged in a pattern of 
26 charging premiums that were lower than those being charged by 

27 the insurer or other insurers for similar risks written during 
28 the same period and placed by noncontrolling producers. When 

29 determining whether premiums were lower than those prevailing 
30 in the market, the commissioner shall take into consideration 

31 applicable industry or actuarial standards at the time the 

32 business was written. 

33 c. The controlling producer failed to maintain records, 
34 sufficient to demonstrate that the producer's dealings with 

3S its contrOlled insurer were fair and equitable and in 
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compliance with chapter 521A or to accurately disclose the 
nature and details of its transactions with the controlled 
insurer, including such information as is necessary to support 
the charges or fees to the respective parties. 

d. The controlled insurer either failed to establish, or 
deviated from, its underwriting procedures with respect to 

business placed by the controlling producer. 
e. The controlled insurer's capitalization at the time the 

business was placed by the controlling producer and with 
respect to such business was not in compliance with criteria 
established by the commissioner or with Title xx. 

f. The controlling producer or the controlled insurer 

failed to substantially comply with chapter 521A. 
Sec. 18. NEW SECTION. 510A.3 LIMITATION ON BUSINESS 

PLACED WITH CONTROLLED INSURER. 

16 1. A producer which has control of a licensed property and 

17 casualty insurer shall not directly or indirectly place 
18 business with the insurer in any transaction in which the 
19 producer, at the time the business is placed, is acting as a 
20 producer on behalf of the insured for any compensation, 
21 commission, or other thing of value, unless all of the 
22 following conditions are satisfied: 

23 a. A written contract, which is subject to the 
24 commissioner's review and approval, has been entered into 

25 between the controlling producer and the insurer which has 
26 been approved by the board of directors of the insurer and 

27 filed with the commissioner. 
28 b. The producer, prior to the effective date of any 
29 policy, delivers written notice to the prospective insured 
30 disclosing the relationship between the producer and the 
31 controlled insurer. The disclosure notice shall be signed by 
32 the insured and retained in the underwriting file until the 

33 filing of the report on examination covering the period in 
34 which the coverage is in effect. However, if the business is 

35 placed through an agent of the producer who is not a 
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1 controlling producer, the controlling producer shall retain ~n 
2 the controlling producer's records a signed commitment from 

3 the agent of the producer that the agent of the producer is 

4 aware of the relationship between the insurer and the producer 

5 and that the agent of the producer has or will notify the 

6 insured of the relationship. 

7 c. All funds collected for the account of the insurer by 

8 the controlling producer, after commission payments, 

9 cancellations, and other adjustments are made, must be paid to 

10 the insurer at least quarterly. 

11 2. In addition to any other required loss reserve 

12 certification, the contrOlled insurer, on April 1 of each 

13 year, shall annually file with the commissioner an opinion of 

14 an independent casualty actuary, or of another independent 

15 loss reserve specialist acceptable to the commissioner, 

16 reporting loss ratios for each line of business written and 

17 attesting to the adequacy of loss reserves established for 
18 losses incurred and outstanding as of the end of the year, 

19 including incurred losses not reported, on business placed by 

20 the producer. 

21 3. The contrOlled insurer shall annually report to the 

22 commissioner the amount of commissions paid to the producer, 

23 the percentage such amount represents of the net premiums 

24 written, and comparable amounts and percentages paid to 

25 noncontrolling producers for placements of the same kinds of 

26 insurance. 

27 4. A contrOlled insurer must establish an audit committee 

28 of the board of directors composed of independent directors. 

29 Prior to approval of the annual financial statement, the audit 

30 committee shall meet with management, the insurer's 

31 independent certified public accountants, and an independent 

32 casualty actuary, or another independent loss reserve 

33 specialist acceptable to the commissioner, to review the 

34 adequacy of the insurer's loss reserves. 

35 5. A reinsurance intermediary which has control of an 
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1 assuming insurer shall not directly or indirectly place 
2 business with the assuming insurer in any transaction in which 

3 such reinsurance intermediary is acting as a broker on behalf 
4 of the ceding insurer. A reinsurance intermediary which has 

5 control of a ceding insurer shall not directly or indirectly 

6 accept business from the ceding insurer in any transaction in 

7 which such reinsurance intermediary is acting as a producer on 

8 behalf of the assuming insurer. The prohibitions in this 

9 subsection shall not apply to a reinsurance intermediary which 

10 makes a full and complete written disclosure to the parties of 

11 its relationship with the assuming or ceding insurer prior to 

12 completion of the transaction. 

13 Sec. 19. NEW SECTION. 510A.4 LIABILITY OF CONTROLLING 

14 PRODUCER IN THE EVENT OF INSOLVENCY OF CONTROLLED INSURER. 

15 

16 
17 

18 

19 

1. a. If the commissioner has reason to believe that a 

controlling producer has committed or is committing an act 

which could be determined to be a violation, as defined in 

section 510A.2, the commissioner Shall serve upon the 

controlling producer in the manner provided by chapter l7A, a 

20 statement of the charges and notice of a hearing to be 

21 conducted in accordance with chapter 17A. 
22 b. At such hearing, the commissioner must establish that 

23 the controlling producer engaged in a violation, as defined in 

24 section 510A.2. The controlling producer shall have an 

25 opportunity to be heard and to present evidence rebutting the 

26 charges and to establish that the insolvency of the controlled 

27 insurer arose out of events not attributable to the violation. 

28 The decision, determination, or order of the commissioner is 

29 subject to judicial review pursuant to chapter l7A. 
30 c. Upon a finding, pursuant to this section, that the 

31 controlling producer committed a violation and the controlling 

32 producer failed to establish that the violation did not 

33 substantially contribute to the insolvency, the controlling 

34 producer shall reimburse the state guaranty funds, created 

35 pursuant to chapter SlSB for all payments made for losses, 
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1 loss adjustment, and administrative expenses on the business 

2 placed by the producer in excess of gross earned premiums and 

3 investment income earned on premiums and loss reserves for 

4 such business. 

5 d. This section does not affect the right of the 

6 commissioner to impose any other penalties provided for under 

7 Title XX. 

8 2. This chapter does not alter or affect the rights of 

9 policyholders, claimants, 

10 

creditors, or other third parties. 

DIVISION IV 

11 Sec. 20. NEW SECTION. 521B.1 SHORT TITLE. 

12 This chapter shall be known and may be cited as the "Credit 

13 for Reinsurance Act." 

14 Sec. 21. NEW SECTION. 521B.2 CREDIT ALLOWED A DOMESTIC 

15 CEDING INSURER. 

16 Credit for reinsurance is allowed a domestic ceding insurer 

17 as either an asset or a deduction from liability on account of 

18 reinsurance ceded only if the reinsurer meets the requirements 

19 of subsection 1, 2, 3, 4, or 5. If the reinsurer meets the 

20 requirements of subsection 3 or 4, the requirements of 

21 subsection 6 must also be met. 

22 1. Credit is allowed if the reinsurance is ceded to an 

23 assuming insurer which is licensed to transact the business of 

24 reinsurance in this state. 

25 2. Credit is allowed if the reinsurance is ceded to an 

26 assuming insurer which is accredited as a reinsurer in this 

27 state. An accredited reinsurer is one which satisfies all of 

28 the following conditions: 

29 a. Files with the commissioner evidence of submission to 

30 the jurisdiction of this state. 

31 b. Submits to the authority of this state to examine its 

32 books and records. 

33 c. Is licensed to transact reinsurance in at least one 

34 state, or in the case of a United States branch of an alien 

35 assuming insurer, is entered through and licensed to transact 
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1 the business of reinsurance in at least one state. 
2 d. Files annually with the commissioner a copy of its 

3 annual statement filed with the insurance department of its 
4 state of domicile and a copy of its most recent audited 
5 financial statement and does either of the following: 
6 (1) Maintains a surplus with respect to policyholders in 

7 an amount which is not less than twenty million dollars and 

8 whose accreditation has not been denied by the commissioner 

9 within ninety days of its submission to the jurisdiction of 
10 this state. 

11 (2) Maintains a surplus with respect to policyholders in 
12 an amount less than twenty million dollars and whose 

13 accreditation has been approved by the commissioner. Credit 
14 shall not be allowed a domestic ceding insurer, if the 

15 accreditation of the assuming insurer is revoked by the 
16 commissioner after notice and hearing. 

17 To qualify as an accredited reinsurer, an assuming insurer 

18 must meet all of the requirements and the standards set forth 

19 in this subsection. If the commissioner determines that the 

20 assuming insurer has failed to continue to meet any of these 

21 requirements or standards, the commissioner may upon written 

22 notice and hearing revoke accreditation of the assuming 
23 insurer. 

24 This section does not apply to reinsurance ceded and 

25 assumed pursuant to pooling arrangements among insurers in the 
26 same holding company system. 

27 3. a. Credit is allowed if the reinsurance is ceded to an 
28 assuming insurer which is domiciled and licensed in, or in the 

29 case of a United States branch of an alien assuming insurer, 
30 is entered through a state which employs standards regarding 

31 credit for reinsurance substantially similar to those 
32 applicable under this section, and the assuming insurer or 

33 United States branch of an alien assuming insurer does both of 

A.. 34 the following: 
1
1,1. 35 (1) Maintains a surplus wi th respect to policyholders in 
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1 an amount not less than twenty million dollars. 
2 (2) Submits to the authority of this state to examine its 
3 books and records. 
4 b. However, the requirement of paragraph "a", subparagraph 

5 (1), does not apply to reinsurance ceded and assumed pursuant 

6 to a pooling arrangement among insurers in the same holding 

7 company system. 

8 4. a. Credit is allowed if the reinsurance is ceded to an 

9 assuming insurer which maintains a trust fund in a qualified 
10 United States financial institution, as defined in section 

11 521B.4, subsection 2, for the payment of the valid claims of 
12 its United States policyholders and ceding insurers, their 

13 assigns, and successors in interest. The assuming insurer 
14 shall report annually to the commissioner information 

15 substantially the same as that required to be reported on the 

16 national association of insurance commissioners' annual 

17 statement form by licensed insurers to enable the commissioner 
18 to determine the sufficiency of the trust fund. In the case 

19 of a single assuming insurer, the trust shall consist of a 

20 trusted account representing the liabilities of the assuming 

21 insurer attributable to business written in the United States 
22 and, in addition, the assuming insurer Shall maintain a 

23 trusted surplus of not less than twenty million dollars. In 
24 the case of a group of individual unincorporated underwriters, 

25 the trust shall consist of a trusted account representing the 
26 liabilities of the group attributable to business written in 

27 the United States and, in addition, the group shall maintain a 
28 trusted surplus of which one hundred million dollars shall be 

29 held jointly for the benefit of United States ceding insurers 
30 of any member of the group. The group shall make available to 

31 the commissioner an annual certification of the solvency of 
32 each underwriter by the group's domiciliary regulator and its 

33 independent public accountants. 
34 b. In the case of a group of incorporated insurers under 

35 common administration which complies with the filing 
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, 
1 requirements contained in paragraph "a", which is under the 
2 supervision of the department of trade and industry of the 

3 United Kingdom, which submits to the authority of this state 
4 to examine its books and records and bears the expense of the 
5 examination, and which has aggregate policyholders' surplus of 
6 at least ten billion dollars, the trust shall be in an amount 

7 equal to the several liabilities of the group attributable to 
8 business written in the United States. The group shall also 

9 maintain a joint trusteed surplus of which one hundred million 

10 dollars shall be held jointly for the benefit of United States 

11 ceding insurers of any member of the group, and each member of 

12 the group shall make available to the commissioner an annual 

13 certification of the member's solvency by the member's 
14 domiciliary regulator and its independent public accountant. 

15 c. Such trust shall be established in a form approved by 
16 the commissioner. The trust instrument shall provide that 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

contested claims are valid and enforceable upon the final 

order of any court of competent jurisdiction in the United 

States. The trust vests legal title to its assets in the 

trustees of the trust for its united States policyholders and 

ceding insurers, their aSSigns, and successors in interest. 

The trust and the assuming insurer are subject to examination 

as determined by the commissioner. The trust described in 
this paragraph must remain in effect for as long as the 
assuming insurer has outstanding obligations due under the 
reinsurance agreements subject to the trust. 

27 d. No later than February 28 of each year the trustees of 

28 the trust shall report to the commissioner in writing setting 

29 forth the balance of the trust and listing the trust's 
30 investments at the end of the preceding calendar year and 

31 shall certify the date of termination of the trust, if so 
32 planned, or certify that the trust shall not expire prior to 

33 the following December 31. 

6 34 

'.35 

5. Credit is allowed if the reinsurance is ceded to an 

assuming insurer not meeting the requirements of subsection 1, 
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1 2, 3, or 4, but only with respect to the insurance of risks 
2 located in a jurisdiction where such reinsurance is required 

3 by applicable law or regulation of that jurisdiction. For 
4 purposes of this subsection, jurisdiction refers to a 
5 jurisdiction other than the United States, and any state, 
6 district, or territory of the United States. This subsection 

7 allows credit to ceding insurers which are mandated by such a 
8 jurisdiction to cede reinsurance to state owned or controlled 

9 insurance or reinsurance companies or to participat~ in pools, 
10 guaranty funds, or joint underwriting associations. 

11 6. a. If the assuming insurer is not licensed or 
12 accredited to transact insurance or reinsurance in this state, 
13 the credit permitted by subsection 3 or 4, is not allowed 
14 unless the assuming insurer agrees in the reinsurance 

15 agreements to both of the following: 

16 (1) That in the event of the failure of the assuming 

17 insurer to perform its obligations under the terms of the 
18 reinsurance agreement, the assuming insurer, at the request of 

19 the ceding insurer, shall submit to the jurisdiction of any 

20 court of competent jurisdiction in any state of the Uni~ed 

21 States, shall comply with all requirements necessary to give 
22 such court jurisdiction, and shall abide by the final decision 
23 of such court or of any appellate court in the event of an 
24 appeal. 

2S (2) That the commissioner or an attorney designated in the 
26 agreement is the true and lawful attorney of the assuming 

27 insurer upon whom may be served any lawful process in any 
28 action, suit, or proceeding instituted by or on behalf of the 

29 ceding company. 

30 b. This subsection is not intended to conflict with or 

31 override the obligation of the parties to a reinsurance 
32 agreement to arbitrate their disputes, if such an obligation 

33 is created in the agreement. 

34 Sec. 22. NEW SECTION. 5218.3 REDUCTION PROM LIABILITY 

35 FOR REINSURANCE CEDED 8Y A DOMESTIC INSURER TO AN ASSUMING 
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1 INSURER. 
2 A reduction from liability for the reinsurance ceded by a 
3 domestic insurer to an assuming insurer not meeting the 
4 requirements of section 521B.2 is allowed in an amount not 

5 exceeding the liabilities carried by the ceding insurer and 
6 the reduction shall be in the amount of funds held by or on 
7 behalf of the ceding insurer, including funds held in trust 
8 for the ceding insurer, under a reinsurance contract with the 

9 assuming insurer as security for the payment of obligations 
10 under the reinsurance contract, if such security is held in 
11 the United States subject to withdrawal solely by, and under 
12 the exclusive control of, the ceding insurer, or in the case 

13 of a trust, held in a qualified United States financial 
14 institution, as defined in section 521B.4, subsection 2. This 

15 security may be held in the form of any of the following: 
16 1. Cash. 

17 

-~: 
2. Securities listed by the securities valuation office of 

the national association of insurance commissioners and 

qualifying as admitted assets. 
20 3. Clean, irrevocable, unconditional letters of credit, 

21 issued or confirmed by a qualified United States financial 
22 institution, as defined in section 5218.4, subsection 2, no 

23 later than December 31 of the year for which filing is being 
24 made, and in the possession of the ceding insurer on or before 

25 the filing date of its annual statement. 
26 Letters of credit meeting applicable standards of issuer 
27 acceptability as of the dates of their issuance or 
28 confirmation shall, notwithstanding the subsequent failure of 
29 the issuing or confirming institution or subsequent failure to 
30 meet applicable standards of issuer acceptability, continue to 

31 be acceptable as security until their expiration, extension, 
32 renewal, modification, or amendment, whichever first occurs. 

33 4. Any other form of security acceptable to the 

_. 

34 

35 
< 

commissioner. 
Sec. ·23. NEW SECTION. 521B.4 QUALIFIED UNITED STATES 
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1 FINANCIAL INSTITUTIONS. 

2 1. For purposes of this chapter, a "qualified United 

3 States financial institution" means an institution that 

4 satisfies all of the following conditions: 

5 a. The financial institution is organized or licensed 

6 under the laws of the United States or any state of the United 

7 States. 

8 b. The financial institution is regulated, supervised, and 

9 examined by federal or state authorities having regulatory 

10 authority over banks and trust companies. 

11 c. The financial institution has been determined by either 

12 the commissioner, or the securities valuation office of the 

13 national association of insurance commissioners, to meet such 

14 standards of financial condition and standing as are 

15 considered necessary and appropriate to regulate the quality 

16 of financial institutions whose letters of credit will be 

17 acceptable to the commissioner. 

18 2. A "qualified United States financial institution" 

19 means, for purposes of those provisions of this chapter 

20 specifying those institutions that are eligible to act as a 

21 fiduciary of a trust, an institution that is both of the 

22 following: 

23 a. Organized or licensed under the laws of the United 

24 States or any state of the United States, and has been granted 

25 authority to operate with fiduciary powers. 

26 b. Regulated, supervised, and examined by federal or state 

27 authorities having regulatory authority over banks and trust 

28 companies. 

29 Sec. 24. NEW SECTION. 52lB.5 RULES. 

30 The commissioner may adopt rules, pursuant to chapter 17A, 

31 as necessary or convenient to administer this chapter. 

32 DIVISION V 

33 Sec. 25. NEW SECTION. 521C.1 SHORT TITLE. 

34 This chapter shall be known and may be cited as the 

35 "Reinsurance Intermediary Model Act." 
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1 Sec. 26. NEW SECTION. S21C.2 DEFINITIONS. 

2 As used in this chapter, unless the context otherwise 

3 requires: 
4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

1. "Actuary" means a person who is a member in good 

standing of the American academy of actuaries. 
2. "Controlling person" means a person who directly or 

indirectly has the power to direct or cause to be directed, 
the management, control, or activities of the reinsurance 
intermediary. 

3. "Insurer" means a person licensed to transact the 

business of insurance in this state. 
4. "Licensed producer" means an agent, broker, or 

reinsurance intermediary licensed pursuant to the applicable 
provision of the insurance law of any jurisdiction. 

s. "Reinsurance intermediary" means a reinsurance 
intermediary-broker or a reinsurance intermediary-manager. 

6. "Reinsurance intermediary-broker" means a person, other 
than an officer or employee of the ceding insurer, who 
solicits, negotiates, or places reinsurance cessions or 
retrocessions on behalf of a ceding insurer without the 
authority or power to bind reinsurance on behalf of the ceding 
insurer. 

7. "Reinsurance intermediary-manager" means a person who 
has authority to bind or manage all or part of the assumed 

25 reinsurance business of a reinsurer, including the management 
26 of a separate division, department, or underwriting office, 

27 and acts as an agent for the reinsurer whether known as a 
28 reinsurance intermediary-manager or manager, or known by any 
29 other similar term or title. However, for the purposes of 
30 this chapter, the following persons shall not be considered a 

31 reinsurance intermediary-manager, with respect to the 
32 reinsurer: 

33 a. An employee of the reinsurer. 
34 b. A manager of a United States branch of an alien 

3S reinsurer who resides in this country. 

-26-
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1 C. An undQrwritin~ mAnager who, pursuant to contract, 
2 manages all the reinsurance operations of the reinsurer, who 

3 is under common control with the reinsurer, subject to chapter 

4 521A relating to the regulation of insurance holding company 

5 systems, and who is not compensated based upon the volume of 

6 premiums written. 

7 d. The manager of a group, association, pool, or 

8 organization of insurers who engages in joint underwriting or 

9 joint reinsurance and who is subject to examination by the 

10 insurance commissioner of the state in which the manager's 

11 principal business office is located. 

12 8. "Reinsurer" means a person licensed in this state as a 

13 reinsurer with the authority to assume reinsurance. 

14 9. "To be in violation" means that the reinsurance 

15 intermediary, insurer, or reinsurer for whom the reinsurance 

16 intermediary was acting failed to substantially comply with 

17 the provisions of this chapter. 
18 10. "Qualified United States financial institution" means 

19 an institution that satisfies all of the following conditions: 

20 a. The financial institution is organized or licensed 

21 under the laws of the United States or any state of the United 

22 States. 

23 b. The financial institution is regulated, supervised, and 

24 examined by federal or state authorities having regulatory 

25 authority over banks and trust companies. 
26 c. The financial institution has been determined by either 

27 the commissioner, or the securities valuation office of the 

28 national association of insurance commissioners, to meet such 

29 standards of financial condition and standing as are 

30 considered necessary and appropriate to regulate the quality 

31 of financial institutions whose letters of credit will be 

32 acceptable to the commissioner. 

33 Sec. 27. NEW SECTION. 521C.3 LICENSURE. 

34 1. A person Shall not act as a reinsurance intermediary-

35 broker in this state if the person maintains an office in this 
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1 state or another state individually or as a member or employee 
2 of a firm or association, or as an officer, director, or 
3 employee of a corporation, unless the person is a licensed 
4 producer in this state or another state having a law 
5 substantially similar to this law, or the person is licensed 
6 in this state as a nonresident reinsurance intermediary. 
7 2. A person shall not act as a reinsurance intermediary-

8 manager in any of the following circumstances: 
9 a. Where the reinsurer is domiciled in this state, unless 

10 the person is a licensed producer in this state. 
11 b. Where the person maintains an office in this state 
12 individually or as a member or employee of a firm or 
13 association, or as an officer, director, or employee of a 
14 corporation in this state, unless the person is a licensed 

15 producer in this state. 
16 c. Where the person would be acting in another state for a 

17 nondomestic insurer, unless the person is a licensed producer 
18 in this state or in another state having a law substantially 

19 similar to this law, or is licensed in this state as a 

20 nonresident reinsurance intermediary. 
21 3. The commissioner may require a reinsurance 
22 intermediary-manager subject to subsection 2 to do one or more 

23 of the following: 
24 a. File a bond in an amount determined by the commissioner 

25 from an insurer acceptable to the commissioner for the 
26 protection of each reinsurer represented by the reinsurance 

27 intermediary-manager. 
28 b. Maintain an errors and omissions policy in an amount 

29 acceptable to the commissioner. 
30 4. a. The commissioner may issue a reinsurance 
31 intermediary license to a person who has complied with the 
32 requirements of this chapter. Any such license issued to a 
33 firm or association will authorize all the members of the firm 

or association and any designated employees to act as 

reinsurance intermediaries under the license, and all such 
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1 persons shall be named in the application and any supplements 
2 to the application. A license issued to a corporation shall 
3 authorize all of the officers, and any designated employees 
4 and directors of the corporation to act as reinsurance 

5 intermediaries on behalf of the corporation, and all such 
6 persons shall be named in the application and any supplements 

7 to the application. 

8 b. If the applicant for a reinsurance intermediary license 

9 is a nonresident, such applicant, as a condition precedent to 
10 receiving or holding a license, shall designate the 

11 commissioner as agent for service of process, and also shall 
12 furnish the commissioner with the name and address of a 

13 resident of this state upon whom notices or orders of the 

14 commissioner or process affecting such nonresident reinsurance 

15 intermediary may be served. The licensee shall promptly 

16 notify the commissioner in writing of a change of the 

17 designated agent for service of process, and the change 
18 becomes effective upon acknowledgement by the commissioner. 

19 S. The commissioner may refuse to issue a reinsurance 
20 intermediary license if, in the commissioner's judgment, any 

21 of the following conditions are present: 

22 a. The applicant, anyone named in the application, or any 

23 member, principal, officer, or director of the applicant, is 
24 not trustworthy. 

25 b. A controlling person of such applicant is not 
26 trustworthy to act as a reinsurance intermediary. 

27 c. Conditions present in paragraph "a" or "b" have given 
28 cause for revocation or suspension of a license, or a person 
29 referred to in paragraph "a" or "b" has failed to comply with 
30 any prerequisite for the issuance of a license. 

31 Upon written request, the commissioner shall furniSh a 

32 written summary of the basis for refusal to issue a license, 

33 which document is privileged and not subject to disclosure 
34 under chapter 22. 

35 6. A licensed attorney in this state when acting in a 
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professional capacity as an attorney is exempt from the 
requirements of this section. 

Sec. 28. NEW SECTION. 521C.4 REQUIRED CONTRACT 
PROVISIONS -- REINSURANCE INTERMEDIARY-BROKERS. 

Transactions between a reinsurance intermediary-broker and 
the insurer that the reinsurance intermediary-broker 

represents in such capacity shall only be entered into 

pursuant to a written authorization, specifying the 

responsibilities of each party. The authorization shall, at a 

minimum. contain provisions that satisfy all of the following 

11 requirements: 
12 

13 
14 

15 
16 

17 
18 

19 

20 

21 
22 

1. The insurer may terminate the authority of the 

reinsurance intermediary-broker at any time. 
2. The reinsurance intermediary-broker shall render 

accounts to the insurer accurately detailing all material 

transactions, including information necessary to support all 

commissions, charges. and other fees received by, or owing, to 
the reinsurance intermediary-broker, and shall remit all funds 

due to the insurer within thirty days of receipt. 

3. All funds collected for the account of the insurer 

shall be held by the reinsurance intermediary-broker in a 
fiduciary capacity in a bank, as defined in section 524.3. 

23 4. The reinsurance intermediary-broker shall comply with 
24 section 52lC.5. 

25 5. The reinsurance intermediary-broker shall comply with 
26 the written standards established by the insurer for the 

27 cession or retrocession of all risks. 

28 6. The reinsurance intermediary-broker shall disclose to 

29 the insurer any relationship with any reinsurer to which 

30 business will be ceded or retroceded. 

31 Sec. 29. NEW SECTION. 52lC.5 BOOKS AND RECORDS -- RE-
32 INSURANCE INTERMEDIARY BROKERS. 

33 1. For a minimum of ten years after expiration of each 
34 contract of reinsurance transacted by the reinsurance 

35 intermediary-broker, the reinsurance intermediary-broker shall 
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1 keep a complete record for each transaction showing all of the 
2 following: 

3 a. The type of contract, limits, underwriting 
4 restrictions, classes or risks, and territory. 

5 b. The period of coverage, including effective and 
6 expiration dates, cancellation provisions, and notice required 

7 of cancellation. 
8 c. The reporting and settlement requirements of balances. 

9 d. The rate used to compute the reinsurance premium. 

10 e. The names and addresses of assuming reinsurers. 

11 f. The rates of all reinsurance commissions, including the 
12 commissions on any retrocessions handled by the reinsurance 

13 intermediary-broker. 

14 g. All related correspondence and memoranda. 

15 h. Proof of placement. 
16 i. The details regarding retrocessions handled by the 

17 reinsurance intermediary-broker including the identity of 

18 retrocessionaires and percentage of each contract assumed or 

19 ceded. 

20 j. Financial records, including but not limited to, 
21 premium and loss accounts. 
22 k. If the reinsurance intermediary-broker procures a 

23 reinsurance contract on behalf of a licensed ceding insurer 
24 one or both of the following shall be included in the record: 

25 (1) Directly from any assuming reinsurer, written evidence 

26 that the assuming reinsurer has agreed to assume the risk. 

27 (2) If placed through a representative of the assuming 
28 reinsurer, other than an employee, written evidence that the 

29 assuming reinsurer has delegated binding authority to the 
30 representative. 

31 2. The insurer has a right of access and the right to copy 
32 and audit all accounts and records maintained by the 

33 reinsurance intermediary-broker related to its business in a 
34 form usable by the insurer. 

35 Sec. 30. NEW SECTION. 521C.6 DUTIES OF INSURERS 
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1 UTILIZING THE SERVICES OF A REINSURANCE INTERMEDIARY-BROKER. 
2 1. An insurer shall not engage the services of a person, 
3 firm, association, or corporation to act as a reinsurance 
4 intermediary-broker on its behalf unless the person is 
5 licensed as required by section 521C.3, subsection 1. 
6 2. An insurer shall not employ an individual who is 

"7 employed by a reinsurance intermediary-broker with which the 
8 insurer transacts business, unless such reinsurance 
9 intermediary-broker is under common control with the insurer 

10 and subject to chapter 521A relating to the regulation of 

11 insurance company holding systems. 
12 3. The insurer shall annually obtain a copy of statements 

13 of the financial condition of each reinsurance intermediary-
14 broker with which the insurer transacts business. 
15 
16 

17 
18 

19 
20 

21 

Sec. 31. NEW SECTION. 521C.7 REQUIRED CONTRACT 
PROVISIONS -- REINSURANCE INTERMEDIARY-MANAGERS. 

Transactions between a reinsurance intermediary-manager and 
the reinsurer that the reinsurance intermediary-manager 

represents in such capacity shall only be entered into 

pursuant to a written contract, specifying the 

responsibilities of each party, which shall be approved by the 
22 reinsurer's board of directors. At least thirty days before 

23 the reinsurer assumes or cedes business through a reinsurance 
24 intermediary-manager, a true copy of the approved contract 
25 shall be filed with the commissioner for approval by the 
26 commissioner. The contract, at a minimum, shall contain the 
27 following provisions: 
28 1. The reinsurer may terminate the contract for cause upon 

29 written notice to the reinsurance intermediary-manager. The 
30 reinsurer may suspend the authority of the reinsurance 

31 intermediary-manager to assume or cede business during the 
32 pendency of any dispute regarding the cause for termination. 
33 2. The reinsurance intermediary-manager shall render 
34 accounts to the reinsurer accurately detailing all material 

35 transactions, including information necessary to support all 
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1 commissions, charges, and other fees received by, or owing to 
2 the reinsurance intermediary-manager, and shall remit all 

3 funds due under the contract to the reinsurer on not less than 
4 a monthly basis. 

5 3. All funds collected for the reinsurer's account shall 
6 be held by the reinsurance intermediary-manager in a fiduciary 

7 capacity in a bank which is a qualified United States 
8 financial institution, as defined in section 521C.2. The 

9 reinsurance intermediary-manager may retain no more than three 
10 months estimated claims payments and allocated loss adjustment 

11 expenses. The reinsurance intermediary-manager shall maintain 
12 a separate bank account for each reinsurer that the 
13 reinsurance intermediary-manager represents. 

4. For at least ten years after expiration 14 of each 
15 contract of reinsurance transacted by the reinsurance 
16 intermediary-manager, the reinsurance intermediary-manager 

17 shall keep a complete record for each transaction Showing all 
18 of the following: 

19 a. The type of contract, limits, underwriting 
20 restrictions, classes or risks, and territory. 

21 b. The period of coverage, including effective and 
22 expiration dates, cancellation prOVisions and notice required 
23 of cancellation, and disposition of outstanding reserves on 
24 covered risks. 
25 
26 

27 

28 

c. The reporting and settlement requirements of balances. 
d. The rate used to compute the reinsurance premium. 
e. The names and addresses of reinsurers. 
f. The rates of all reinsurance commissions, including 

29 commissions on any retrocessions handled by the reinsurance 
30 intermediary-manager. 

31 g. Any related correspondence and memoranda. 
32 h. Proof of placement. 

33 1. The details regarding retrocessions handled by the 
34 reinsurance intermediary-manager, as permitted by section 

35 521C.9, subsection 4, including the identity of 
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retrocessionaires and percentage of each contract assumed or 
ceded. 

j. Financial records, including but not limited to, 
premium and loss accounts. 

k. If the reinsurance intermediary-manager places a 

reinsurance contract on behalf of a ceding insurer one or both 

of the following shall be included in the record: 

(1) Directly from any assuming reinsurer, written evidence 

that the assuming reinsurer has agreed to assume the risk. 
10 (2) If placed through a representative of the assuming 

11 reinsurer, other than an employee, written evidence that the 
12 assuming reinsurer has delegated binding authority to the 

13 representative. 

14 5. The reinsurer has a right of access and the right to 

15 copy all accounts and records maintained by the reinsurance 

16 intermediary-manager related to its business in a form usable 

17 by the reinsurer. 

~ 18 6. The contract cannot be assigned in whole or in part by 

I~ 19 the reinsurance intermediary-manager. 

20 7. The reinsurance intermediary-manager shall comply with 

21 the written underwriting and rating standards established by 

22 the insurer for the acceptance, rejection, or cession of all 

23 risks. 

24 8. The contract shall set forth the rates, terms, and 

25 purposes of commissions, charges, and other fees which the 
26 reinsurance intermediary-manager may levy against the 
27 reinsurer. 

28 9. If the contract permits the reinsurance intermediary-

29 manager to settle claims on behalf of the reinsurer, all of 

30 the following apply: 

31 a. All claims shall be reported to the reinsurer in a 
32 timely manner. 

33 b. A copy of the claim file shall be sent to the reinsurer 

34 at its request or as soon as it becomes known that the 'claim 

35 meets any or all of the following conditions: 
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1 (l) The claim has the potential to exceed the lesser of an 
2 amount determined by the commissioner or the limit set by the 

3 reinsurer. 
4 (2) The claim involves a coverage dispute. 

5 (3) The claim may exceed the claims settlement authority 

6 of the reinsurance intermediary-manager. 

7 (4) The claim ~s open for more than six months. 

8 (5) The claim is closed by payment of the lesser of an 

9 amount set by the commissioner or an amount set by the 

10 reinsurer. 

11 c. All claim files shall be the joint property of the 

12 reinsurer and reinsurance intermediary-manager. However, upcn 

13 an order of liquidation of the reinsurer the files shall 

14 become the sole property of the reinsurer or its estate. The 

15 reinsurance intermediary-manager shall have reasonable access 

16 to and the right to copy the files on a timely basis. 

17 d. Any settlement authority granted to the reinsurance 

18 intermediary-manager may be terminated for cause upon the 

19 reinsurer's written notice to the reinsurance intermediary-

20 manager or upon the termination of the contract. The 

21 reinsurer may suspend the settlement authority during the 

22 pendency of the dispute regarding the cause of termination. 

23 10. If the contract provides for a sharing of interim 

24 profits by the reinsurance intermediary-manager, interim 

25 profits shall not be paid until one year after the end of each 
26 underwriting period 

27 years after the end 

for property insurance business and five 

of each underwriting period for 

28 insurance business, or a later period as determined 

casualty 

by the 

29 commissioner for each type of insurance, but in no case until 

30 the adequacy of reserves on remaining claims has been verified 

31 pursuant to section 521C.9, subsection 3. 

32 11. The reinsurance intermediary-manager shall annually 

33 provide the reinsurer with a statement of its financial 

34 condition prepared by an independent certified accountant. 

35 12. The reinsurer shall periodically, but not less than 

-35-



• 

-\.". 

S.P. ____ H.P. 

1 semiannually, conduct an on-site review of the underwriting 
2 and claims processing operations of the reinsurance 
3 intermediary-manager. 
4 13. The reinsurance intermediary-manager shall disclose to 
5 the reinsurer any relationship the reinsurance intermediary-
6 manager has with any insurer prior any 

7 business with the insurer pursuant 

to ceding or assuming 

to this contract. 
8 14. 

9 deemed 
The acts of the reinsurance intermediary-manager are 

to be the acts of the reinsurer on whose behalf the 
10 reinsurance intermediary-manager is acting. 

11 Sec. 32. NEW SECTION. 521C.8 PROHIBITED ACTS. 
12 The reinsurance intermediary-manager shall not do any of 

13 the following: 
14 1. Bind retrocessions on behalf of the reinsurer, except 

15 that the reinsurance intermediary-manager may bind facultative 

16 retrocessions pursuant to obligatory facultative agreements if 

17 the contract with the reinsurer contains reinsurance 
18 underwriting guidelines for such retrocessions. The 
19 guidelines shall include a list of reinsurers with which the 
20 automatic agreements are in effect, and for each reinsurer, 

21 the coverages and amounts or percentages that may be 
22 reinsured, and commission schedules. 
23 
24 

25 

26 

27 
28 

29 
30 

31 
32 

33 
34 

35 

2. Commit the reinsurer to participate in reinsurance 
syndicates. 

3. Arroint anr rroducer without assurin9 that the producer 

is licensed to transact the type of reinsurance for which the 
producer is appointed. 

4. Without prior approval of the reinsurer, payor commit 
the reinsurer to pay a claim, or a net amount of 
retrocessions, that exceeds the lesser of an amount specified 

by the reinsurer or one percent of the reinsurer's 
policyholder's surplus as of December 31 of the last complete 

calendar year. 

5. Collect any payment from a retrocessionaire or commit 

the reinsurer to any claim settlement with a retrocessionaire, 
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1 without prior approval of the reinsurer. If prior approval is 
2 given, a report must be promptly forwarded to the reinsurer. 

3 6. Jointly employ an individual who is employed by the 
4 reinsurer. 

5 7. Appoint an agent of a reinsurance intermediary-manager. 

6 Sec. 33. NEW SECTION. 521C.9 DUTIES OF REINSURERS 

7 UTILIZING THE SERVICES OF A REINSURANCE INTERMEDIARY-MANAGER. 

8 1. A reinsurer shall not engage the services of a person 

9 to act as a reinsurance intermediary-manager on its behalf 
10 unless the person is licensed as required by section 52IC.3, 

11 subsection 2. 

12 2. The reinsurer shall annually obtain a copy of 

13 statements of the financial condition of each reinsurance 

14 intermediary-manager whom the reinsurer has engaged pursuant 

15 to subsection 1. The statements of financial condition shall 
16 be prepared by an independent certified accountant in a form 
17 acceptable to the commissioner. 

18 3. If a reinsurance intermediary-manager establishes loss 

19 reserves, the reinsurer shall annually obtain the opinion of 
20 an actuary attesting to the adequacy of loss reserves 

21 established for losses incurred and outstanding on business 

22 produced by the reinsurance intermediary-manager. This 

23 opinion shall be in addition to any other required loss 

24 reserve certification. 

25 4. Binding authority for all retrocessional contracts or 
26 participation in reinsurance syndicates shall rest with an 

27 officer of the reinsurer who shall not be affiliated with the 
28 reinsurance intermediary-manager. 

29 5. Within thirty days of termination of a contract with a 
30 reinsurance intermediary-manager, the reinsurer shall provide 

31 written notification of the termination to the commissioner. 

32 6. A reinsurer shall not appoint to its board 6f directors 

33 any officer, director, employee, controlling shareholder, or 
34 an agent of a producer of its reinsurance intermediary-

35 manager. This subsection Shall not apply to relationships 

-37-



- 1 
2 

3 
4 

5 

6 

7 

8 

9 

10 
11 

S.F. H.F. 

governed by chapter 521A relating to the regulation of 
insurance company holding systems or, if applicable, governed 
by chapter 510A relating to the regulation of producer 
controlled property and casualty insurers. 

Sec. 34. NEW SECTION. 521C.IO EXAMINATION AUTHORITY. 

1. A reinsurance intermediary is subject to examination by 

the commissioner. The commissioner shall have access to .al1 

books, bank accounts, and records of the reinsurance 

intermediary in a form usable to the commissioner. 
2. A reinsurance intermediary-manager may be examined as 

if it were the reinsurer. 
12 

13 

Sec. 35. NEW SECTION. 521C.ll PENALTIES AND LIABILITIES. 

1. A reinsurance intermediary, insurer, or reinsurer found 

14 by the commissioner, after a hearing conducted in accordance 

15 with chapter 17A, to be in violation of this chapter is 

16 subject to one or more of the following: 

17 a. For 
18 amount not 

each separate violation, a civil 

exceeding ten thousand dollars. 

penalty in an 

19 b. Revocation or suspension of the license of the 
20 reinsurance intermediary. 

21 c. If a violation was committed by the reinsurance 
22 intermediary, restitution by the reinsurance intermediary to 

23 the insurer, reinsurer, rehabilitator, or liquidator of the 

24 insurer or reinsurer for the net losses incurred by the 

25 insurer or reinsurer attributable to the violation. 

26 2. A decision, determination, or order of the commissioner 

27 made or entered pursuant to subsection 1 is subject to 
28 judicial review pursuant to chapter 17A. 

29 3. This section does not affect the right of the 
30 commissioner to impose any other penalties provided in Title 
31 XX. 

32 4. This chapter shall not in any manner limit or restrict 

33 the rights of policyholders, claimants, creditors, or 

~ 34 third parties, or confer any rights to such persons. 

other !". 35 Sec. 36. NEW SECTION. 521C.12 RULES. 
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1 The commissioner may adopt rules, pursuant to chapter 17A, 
2 as necessary or convenient for the administration of this 

3 chapter. 
4 DIVISION VI 

5 Sec. 37. Section 505.4, Code 1991, is amended by adding 

6 the following new unnumbered paragraph: 

7 NEW UNNUMBERED PARAGRAPH. The commissioner may appoint a 

8 deputy commissioner for supervision whom the commissioner may 

9 appoint as supervisory or special deputy pursuant to chapter 
10 507C and who shall perform such other duties as may be 

11 assigned by the commissioner. The deputy commissioner for 
12 supervision shall receive a salary to be fixed by the 

13 commissioner. The deputy commissioner for supervision shall 

14 be an exempt employee under section 19A.3, subsection 17. 

15 Sec. 38. Section 505.7, Code 1991, is amended by adding 

16 the following new unnumbered paragraph: 

17 NEW UNNUMBERED PARAGRAPH. The annual salaries of the 
18 deputy commissioner for supervision and the chief examiner 

19 appointed pursuant to section 507.5 shall be expenses of 
20 examination of insurance companies and shall be charged to 

21 insurance companies examined on a proportionate basis as 

22 provided by rule adopted by the commissioner. Insurance 

23 companies examined shall pay the proportion of the salaries of 
24 the deputy commissioner for supervision and the chief examiner 

25 charged to them as part of the costs of examination as 

26 provided in section 507.8. 

27 Sec. 39. NEW SECTION. 507.4A CHIEF EXAMINER. 
28 The commissioner may appoint a chief examiner who shall 

29 supervise insurance company examinations and perform such 
30 other duties as may be assigned by the commissioner. The 

31 chief examiner shall receive a salary to be fixed by the 

32 commissioner. The chief examiner shall be an exempt employee 

33 under section 19A.3, subsection 17. 
34 Sec. 40. Section 507.14, Code 1991, is amended by adding 

35 the following new unnumbered paragraphs: 
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1 NEW UNNUMBERED PARAGRAPH. A report of an examination of a 
2 domestic or foreign insurer which is preliminary under the 
3 rules of the division is not a public record under chapter 22 
4 except when sought by the insurer to which the report relates 
5 or an insurance regulator of another state, and is privileged 
6 and confidential in any judicial or administrative proceeding. 

7 NEW UNNUMBERED PARAGRAPH. A financial statement filed by 
8 an employer self-insuring workers' compensation liability 

9 pursuant to section 87.11, or the working papers of an 
10 examiner or the division in connection with calculating 

12 

13 
14 

15 

16 

11 appropriate security and reserves for the self-insured 
employer are not public records under chapter 22 except when 
sought by the employer to which the financial statement or 
working papers relate or an insurance or workers' compensation 

self-insurance regulator of another state, and are privileged 
and confidential in any judicial or administrative proceeding. 

17 
18 

19 

\ 
The financial information of a nonpublicly traded employer 
which self-insures for workers' compensation liability 

pursuant to section 87.11 is protected as proprietary trade 
20 secrets to the extent consistent with the commissioner's 

21 duties to oversee the security of self-insured workers' 
22 compensation liability. 
23 Sec. 41. Section 507C.12, Code 1991, is amended by adding 
24 the following unnumbered paragraph: 

25 NEW UNNUMBERED PARAGRAPH. If the petition alleges that 
26 extraordinary circumstances exist and that there is imminent 

27 substantial risk to the insurer's solvency if the insurer is 
28 not immediately placed into rehabilitation, the court may 
29 issue, ex parte and without a hearing, the requested order of 
30 rehabilitation. An insurer subject to an ex parte order under 

31 this section may petition the court after the issuance of the 
32 order for a hearing and review of the order. The court shall 
33 hold the hearing and review not more than fifteen days after 
34 the request. A hearing under this section may be held 

35 privately in chambers. Upon the request of the insurer, the 

-40-



S.F. H.F. 

1 hearing shall be held privately in chambers. 
2 Sec. 42. Section 508.11, subsection 43, Code 1991, lS 

3 amended to read as follows: 
4 43. All other information as required by the national 

5 association of insurance commissioners' annual statement 
6 blank. The annual statement blank shall be prepared in 

7 accordance with instructions prescribed by the commissioner. 

8 All financial information reflected in the annual report shall 

9 be kept and prepared in accordance with accounting practices 
10 and procedures prescribed by the commissioner. The 

11 commissioner may adopt by reference the annual statement 
12 handbOOk and the accounting practices and procedures manual of 

13 the national association of insurance commissioners. 

14 Sec. 43. Section 508C.8, Code 1991, is amended by adding 

15 the following new subsection: 

16 NEW SUBSECTION. LAo If a domestic, foreign, or alien 

17 insurer is an insolvent insurer, subject to the approval of 
18 the commissioner, the association shall: 

19 a. Guarantee, assume, or reinsure, or cause to be 
20 guaranteed, assumed, or reinsured the covered policies of the 
21 insolvent insurer. 

22 b. Assure payment of the contractual obligations of the 
23 insolvent insurer. 
24 c. 

25 means 
Provide moneys, pledges, notes, guarantees, or 

as reasonably necessary to discharge the duties 
26 described in this subsection. 

other 

27 Sec. 44. Section 511.8, Code 1991, is amended by adding 
28 the following new unnumbered paragraph after unnumbered 
29 paragraph 1: 

30 NEW UNNUMBERED PARAGRAPH. The investment programs 

31 developed by companies, Shall take into account the safety of 

32 the company's principal investment yield and growth, stability 

33 in the value of the investment, and liquidity necessary to 

34 meet the company's expected business needs and investment 
35 diversification. 
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1 Sec. 45. Section 514B.25, Code 1991, is amended by 
2 striking the section and inserting in lieu thereof the 

3 fOllowing: 
4 514B.25 FINANCIALLY IMPAIRED OR INSOLVENT HEALTH 
5 MAINTENANCE ORGANIZATIONS. 
6 The provisions of chapter 507C shall apply to health 

7 maintenance organizations, which shall be considered insurers 
8 for the purposes of chapter 507C. 

9 Sec. 46. Section 515.35, subsection 4, paragraph d, Code 

10 1991, is amended by adding the following new unnumbered 

11 paragraph: 

12 NEW UNNUMBERED PARAGRAPH. Aggregate investments in below 

13 investment grade bonds shall not exceed five percent of 
14 assets. 
15 Sec. 47. Section 515.63, unnumbered paragraph 16, Code 
16 1991, is amended to read as follows: 

17 Fifteenth -- All other information as required by the 

18 national association of insurance commissioners' annual 

19 statement blank. The annual statement blank shall be prepared 

20 in accordance with instructions prescribed by the 

21 commissioner. All financial information reflected in the 

22 annual report shall be kept and prepared in accordance with 

23 accounting practices and procedures prescribed by the 
24 commissioner. The commissioner may adopt by reference the 

25 annual statement handbook and the accounting practices and 
26 procedures manual of the national association of insurance 

27 commissioners. 
28 Sec. 48. Section 515.119, Code 1991, is amended by 

29 striking the section and inserting in lieu thereof the 
30 following: 

31 515.119 COMPLIANCE WITH LAW -- CHANGE OF ARTICLES. 

32 An insurance company organized under this chapter, or 

33 business in, this state, or any foreign or alien company 

doing 

doing 

34 business in this state, shall conform to the provisions of 

35 this chapter and all other laws of this state applicable to 
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1 the insurance company. 
2 Sec. 49. Section 515B.2, subsection 3, unnumbered 

3 paragraph 2, Code 1991, is amended by striking the paragraph 

4 and inserting in lieu thereof the following: 

5 3A. "Covered claim" does not include any amount as 

6 follows: 

7 a. That is due any reinsurer, insurer, insurance pool, 

8 underwriting association, or other group assuming insurance 

9 risks, as subrogation, contribution, or indemnity recoveries, 

10 or otherwise. 

11 b. That constitutes the portion of a claim that is within 

12 an insured's deductible Or self-insured retention. 

13 c. That is a claim for unearned premium calculated on a 
14 retrospective basis, experience-rated plan, or premium subject 

15 to adjustment after termination of the policy. 

16 d. That is due an attorney, adjuster, or witness as fees 

17 for services rendered to the insolvent insurer. 

18 e. That is a fine. penalty, interest, or punitive or 

19 exemplary damages. 

20 f. That constitutes a claim under a policy issued by an 

21 insolvent insurer with a deductible or self-insured retention 

22 of two hundred thousand dollars or more. However, such a 

23 claim shall be considered a covered claim, if as of the 
24 deadline set for the filing of claims against the insolvent 

25 insurer of its liquidator. the insured is a debtor under 11 

26 U.S.C. S 701 et seq. 

27 Notwithstanding the lettered paragraphs of this subsection, 

28 a person is not prevented from presenting a noncovered claim 

29 to the insolvent insurer or its liquidator, but the noncovered 

30 claim shall not be asserted against any other person, 

31 including the person to whom benefits were paid or the insured 

32 of the insolvent insurer. except to the extent that the claim 

33 is outside the coverage of the policy issued by the insolvent 
34 insurer. 

35 Sec. 50. Section 515B.5, subsection 2, Code 1991, is 
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~ 1 amended by adding the following new paragraph: 

1. 

~ H~ f~v~fH, 0. H~Q~~it Cnit i~. '~t~,~ piymenti ~, 
3 workers' compensation weekly benefits, medical expenses, or 
4 other payments under chapter 85, 85A, 858, 86, or 87 be 
5 commuted to a present lump sum and upon the payment of which, 
6 either to the claimant or to a licensed insurer for purchase 
7 of an annuity or other periodic payment plan for the benefit 
8 

9 

10 

11 

12 

13 
14 

15 

16 

17 
18 

19 

20 

21 
22 

of the claimant, the employer and the association shall be 
discharged from all further liability for the workers' 
compensation claim. Notwithstanding the provisions of section 

85.45, any future payment of medical expenses, weekly 
compensation benefits, or other payment by the association 

under this chapter pursuant to chapter 85, 85A, 858, 86, or 
87, is deemed an undue expense, hardship, or inconvenience 
upon the employer for purposes of a full commutation pursuant 
to section 85.45, subsection 2, and the industrial 
commissioner shall fix the lump sum of the probable future 
medical expenses and weekly compensation benefits capitalized 

at their present value upon the basis of interest at the rate 
provided in section 535.3 for court judgments and decrees. 

Sec. 51. Section 5158.9, subsection 1, Code 1991, is 

amended to read as follows: 

23 1. Any person having a claim under another policy, which 
24 claim arises out of the same facts which give rise to a 
25 covered claim, ~"a%%-be is first required to exhaust the 
26 person's right under the policy. Any amount recovered or 

27 recoverable by a person under another insurance policy shall 
28 be credited against the liability of the association under 

29 section 515B.5, subsection 1, paragraph "a". For purposes of 
30 this section, another insurance policy means a policy issued 

31 by any insurance company, whether a member insurer or not, 
32 which policy insures against any of the types of risks ~e~ 

33 Eer~~-±"-~ee~±e"-5%5.487-exee~~-~~e~e-ey~e~-eE-r±~ks-see-~er~" 
34 ±"-seee±e"-5%5.487-~ab~eeeie"-57-~ara~re~"-uau7-e"d insured by 
35 an insurance company authorized to write insurance under 
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1 Chapt@r 515, 516A; or 510, or comp~r~bl@ ~tatut@§ of anoth@[ 
2 state, except those types of risks set forth in chapters 508 

3 and 514. 
4 Sec. 52. Section 516A.3, unnumbered paragraph 2, Code 

5 1991, is amended to read as follows: 

6 An insurer's insolvency protection ~he%%-ee is applicable 

7 only to accidents occurring during a policy period in which 

8 its insured's uninsured motorist coverage is in effect and 

9 only if the liability insurer of the tort-feasor is insolvent 

10 at the time of such an accident or-beeome~-in~o%vent-wit"in 

11 one-year-after-stteh-an-aeeident. 
12 Sec. 53. Section 518.17, Code 1991, is amended by adding 

13 the following new unnumbered paragraph: 

14 NEW UNNUMBERED PARAGRAPH. Reinsurance coverage obtained 

15 a county mutual insurance association shall not expose the 

16 association to a loss of more than fifteen percent from 

17 surplus in any calendar year. 

18 Sec. 54. Section 521A.2, subsection 3, paragraph a, 

19 unnumbered paragraph 1, Code 1991, is amended to read as 

20 fOllows: 

by 

21 Invest, in common stock, preferred stock, debt obligations, 

22 and other securities of one or more subsidiaries, amounts 

23 which do not exceed the lesser of ten percent of the insurer's 
24 assets or fifty percent of the insurer's surplus as regards 

25 policyholders, if after the investments the insurer's surplus 
26 as regards policyholders will be reasonable in relation to the 

27 insurer's outstanding liabilities and adequate to its 

28 financial needs. For purposes of this section "subsidiaries" 

29 includes "affiliates". In calculating the amount of the 

30 investments, investments in domestic or foreign insurance 

31 subsidiaries shall be excluded and both of the following shall 

32 be included: 

33 Sec. 55. Section 521A.3, subsection 4, paragraph b, Code 

34 1991, is amended to read as follows: 

35 b. The public hearing referred to in paragraph "a" of-thi~ 
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~~b~ee~~o~ shall be held within thirty days after the 
statement required by subsection 1 or-~n~~-~ee~~o~ is filed, 
and at least twenty days' notice ~ne~eor of the public hearing 
shall be given by the commissioner to the person filing the 

statement. Not less than seven days' notice of ~~en the 
6 public hearing shall be given by the person filing the 

7 statement to the insurer and to such other persons as may be 
8 designated by the commissioner. ~ne-%~~a~e~-~na%%-~%ve-~~en 

9 ~o~%ee-~o-%~~-~eea~i~yno%de~~7 The commissioner shall make a 
10 determination within thirty days after the conclusion of ~aen 
11 the hearing. At s~en the hearing, the person filing the 

12 statement. the insurer. any person to whom notice of hearing 

13 was sent, and any other person whose interests may be affected 
14 ~ne~eby shall have the right to present evidence, examine and 

15 
16 

17 
18 

19 

20 

cross-examine witnesses, and offer oral and written arguments 
and in connection therewith shall be entitled to conduct 
discovery proceedings in the same manner as is presently 
allowed in the district court of this state. All discovery 
proceedings shall be concluded not later than three days prior 
to the commencement of the public hearing. 

21 Sec. 56. Section 521A.3, subsection S, Code 1991, is 
22 amended by striking the subsection. 

23 Sec. 57. Section 521A.4. subsection 2, unnumbered 
24 paragraph 1, Code 1991, is amended to read as follows: 

25 Every insurer subject to registration shall file a 
26 registration statement on a form ~~ovided prescribed by the 

27 commissioner, which may be a form provided by the national 
28 association of insurance commissioners, whiCh shall contain 
29 current information about: 
30 Sec. 58. Section 521A.4, subsection 2. paragraph c, Code 
31 1991. is amended by adding the following new subparagraph: 

32 NEW SUBPARAGRAPH. (8) Consolidated tax allocation 
33 agreements. 

34 Sec. 59. Section 521A.4, Code 1991, is amended by adding 

35 the following new subsection: 

-46- , 



S.F. B.F. 

1 NEW SUBSECTION. 3A. REPORTING OF DIVIDENDS TO 

2 SHAREHOLDERS. Subject to section 521A.5, subsection 3, a 

3 registered insurer shall report to the commissioner all 

4 dividends and other distributions to shareholders within 

5 fifteen days following the declaration of the dividends or 

6 distributions. 

7 Sec. 60. Section 521A.5, subsection 1, paragraph b, 
8 unnumbered paragraph 1, Code 1991, is amended to read as 

9 follows: 

10 A domestic insurer and a person in its holding company 

11 system shall not enter into any of the following transactions 

12 between each other involving amounts equal to or exceeding the 

13 ~~eate~ lesser of five percent of the insurer's admitted 

14 assets or twenty-five percent of the surplus as regards 

15 policyholders as of the next preceding December 31, unless the 

16 domestic insurer notifies the commissioner in writing of its 

17 intention to enter into the transaction at least thirty days 

18 prior to entering into the transaction or within a shorter 

19 time permitted by the commissioner and the commissioner has 

20 not disapproved of the transaction within the time period: 

21 Sec. 61. Section 521A.10, Code 1991, is amended by adding 

22 the following new subsection: 

23 NEW SUBSECTION. lAo a. A director or officer of an 

24 insurance holding company system who does any of the following 

25 is subject to the civil penalty imposed under paragraph "b": 

26 (1) Knowingly participates in or assents to transactions 

27 or investments which have not been properly reported or 

28 submitted pursuant to section 521A.4 or section 521A.5, 

29 subsection 1, paragraph "bOo 

30 (2) Knowingly permits any of the officers or agents of an 

31 insurer to engage in transactions or make investments which 

32 have not been properly reported or submitted pursuant to 

33 section 52lA.4 or section 521A.5, subsection 1, paragraph "bOo 

34 (3) Knowingly violates any other provision of this 

35 chapter. 
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1 b. An officer or director of an insurance holding company 
2 system who commits any of the acts or omissions listed in 
3 paragraph "a" shall pay, in the person's individual capacity, 
4 a civil penalty of not more than one thousand dollars per 

5 violation, after notice and hearing before the commissioner. 
6 In determining the amount of the civil penalty, the 

7 commissioner shall take into account the appropriateness of 
8 the penalty with respect to the gravity of the violation, the 

9 history of previous violations, and such other matters as 
10 justice may require. 

11 Sec. 62. Section 521A.IO, Code 1991, is amended by adding 
12 the following new subsection: 

13 NEW SUBSECTION. 4. A director 
14 an insurance holding company system 

15 knowingly subscribes to or makes or 

16 false statements, false reports, or 

or officer, or employee of 
who willfully and 

causes to be made any 

false filings with the 

17 intent to deceive the commissioner in the performance of the 

18 commissioner's duties under this chapter is guilty of a class 

19 "0" felony. Any fines imposed shall be paid by the director, 
20 officer, or employee in the person's individual capacity. 

21 DIVISION VII 
22 Sec. 63. Section 507.12, Code 1991, is amended to read as 

23 follows: 

24 507.12 PROCEDURE AGAINST LIFE COMPANIES. 

25 In case of companies organized under the provisions of 
26 chapter 508, said the officers shall proceed as provided in 

27 sections 56B~%7-tO 508.18 and 508.19. 

28 Sec. 64. Section 508.19, Code 1991, is amended to read as 
29 follows: 

30 508.19 SECURITIES. 

31 The securities that are on deposit of a defaulting or 
32 insolvent company, or a company against which proceedings are 

33 pending under seet±ons-598.%~-and section 508.18, shall vest 

34 in the state for the benefit of all policyholders of the 

35 company. 
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1 Sec. 65. Section 511.8, subsection 16, unnumbered 
2 paragraphs 2 and 4, Code 1991, are amended to read as follows: 

3 The securities comprising the deposit of a company or 

4 association against which proceedings are pending under 

5 seeeions-S9S.i1-ane section 50S.1S shall vest in the state for 

6 the benefit of all policyholders of the company or 

7 association. 

S Companies or associations having securities or title to 

9 real estate on deposit with the commissioner of insurance 
10 shall have the right to collect all dividends, interest, rent, 

11 or other income ehe~eon from the deposit unless proceedings 

12 against sHe~ the company or association are pending under 

13 seeeions-S88.i1-ane section 508.18, in which event the 

14 commissioner shall collect such interest, dividends, rent, or 

15 other income and add the same to the deposit. 

16 Sec. 66. Section 511.8, subsection 21, paragraph b, 

17 subparagraph (3), Code 1991, is amended to read as follows: 

18 (3) Set forth provisions that custodian agreements 

19 executed between custodian banks and insurers shall contain. 

20 These shall include provisions stating that minimum deposit 

21 levels shall be maintained and that the parties agree 

22 securities in deposits with custodian banks shall vest in the 

23 state in accordance with seeeions-S8S.i1-ane section 508.18 

24 whenever proceedings under ehose-seeeions that section are 

25 instituted. 

26 Sec. 67. Sections 507.11, 508.17, 510.1, and 515.85 

27 through 

28 
515.87, Code 1991, are repealed. 

DIVISION VIII 

29 Sec. 68. Sections 7 through 

30 agents Act, division II of this 

15, the model managing general 

Act, take effect July 1, 1991. 

31 An insurer shall not continue to utilize the services of a 

32 managing general agent on or after July 1, 1991, except as 

33 otherwise provided in the Act, unless such utilization is in 

34 compliance with division II of this Act, regardless of the 

35 date on which the original contract was entered into with the 
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1 managing general agent. An insurer which on the effective 
2 date of this Act has in effect a contract with a managing 

3 general agent shall give written notification to the 
4 commissioner of the name of the managing general agent and the 

5 relationship between the insurer and the managing general 

b A~A~~ ui~ki~ ~ki~~y aAY~ ~! ~kA A!!A~~iUA ~A!~ ~~ !~i~ A~~ !~a 
7 shall comply with sections 7 through 15 of this Act within 
8 thirty days of the effective date of rules adopted by the 

9 commissioner implementing the managing general agents Act. 
10 Sec. 69. Sections 16 through 19, the producer controlled 
11 property and casualty insurer Act, division III of this Act, 
12 take effect July 1, 1991. An insurer or producer subject to 

13 division III of this Act shall not continue, renew, or 
14 initiate a contract, or place business on or after July 1, 

15 1991, unless in compliance with division III of this Act, 
16 regardless of the date on which the original contract was 

17 entered into between the parties. 
18 Sec. 70. Sections 20 through 24, the model credit for 

19 reinsurance Act, division IV of this Act, shall apply to all 
20 cessions and retrocessions under reinsurance agreements with 
21 an inception, anniversary, or renewal date not earlier than 
22 six months after the effective date of this Act. 
23 Sec. 71. Sections 25 through 36, the reinsurance 
24 intermediary model Act, division V of this Act, take effect 

25 July 1, 1991. An insurer or reinsurer shall not continue to 
26 utilize the services of a reinsurance intermediary on or after 

27 July 1, 1991, unless utilization is in compliance with 
28 division V of this Act. 

29 EXPLANATION 
30 Division I of this bill adopts the national association of 

31 insurance commissioners (NAIC) model "Nonadmitted Insurance 
32 Act,· a prerequisite for accreditation of the insurance 

33 division as an approved regulator by the NAIC. 
34 Division II of this bill adopts the NAIC model "Managing 

35 General Agents (MGA) Act,· which is required for NAIC 
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1 accreditation of the insurance division as an approved 
2 insurance regulator. The MGA Act requires all managing 

3 general agents to be licensed. The bill would require that a 

4 writt@n contract b~twe~n a manAging g@n@ral ag~nt and th~ 
5 insurer be filed with the insurance division. The bill 

6 requires the insurer to monitor and control a managing general 

7 agent's activities. The bill limits the amount of insurer 

8 funds that the managing general agent may hold and requires 

9 sufficient records to be maintained by the managing general 

10 agent. The bill requires the insurer to conduct semiannual 

lIon-site reviews of the underwriting and claims processes. 

12 Division III of this bill adopts the NAIC model "Producer 

13 Controlled Property and Casualty Insurer Act," as a 

14 prerequisite for accreditation of the division. The model Act 

15 requires brokers and managers to be licensed as insurance 

16 producers and limits the business placed with a controlled 

17 insurer. The bill also imposes liability on the controlling 

18 producer in the event of the insolvency of the controlled 

19 insurer. The bill imposes strict recordkeeping and reporting 
20 standards. The bill prohibits the reinsurance manager from 

21 binding retrocessions in most instances and committing the 

22 re~nsurer to participate in reinsurance syndicates. The 

23 reinsurer is required to obtain annual, independently prepared 

24 financial statements from its reinsurance manager and 

25 certification of loss reserves on business produced by the 

26 manager. 

27 Division IV sets out strict standards 

28 financial credit for ceded reinsurance. 

for receiving 

Division IV adopts 

29 the NAIC model "Credit for Reinsurance Act," and would deny 

30 credit for ceded reinsurance unless the assuming company is 

31 licensed to transact reinsurance in the domiciliary state of 

32 the ceding company, the assuming company ~s an accredited 

33 reinsurer in the domiciliary state of the ceding company, or 

34 the assuming company is domiciled in a state which employs 

35 standards regarding credit for reinsurance substantially 
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similar to the requirements under the bill. The model Act 
would require the assuming company to maintain capital and 
surplus equal to or exceeding $20,000,000. To become an 
accredited reinsurer of the ceding company's state of 
domicile, the assuming company would have to submit to the 
authority to examine its books and records, be licensed to 

9 

10 

7 transact insurance or reinsurance in at least one state, and 
8 file its financial statements with that state. Enactment of 

this model Act is required for accreditation of the insurance 
division by the NAIC as an approved insurance regulator. 

11 

12 

13 

14 
15 
16 

17 

18 

19 

20 

Division V of this bill adopts the NAIC's "Reinsurance 
Intermediary Model Act," and requires certain brokers and 
managers engaged in reinsurance activities to be licensed as 
insurance producers. This bill imposes strict recordkeeping 

and reporting standards. This bill prohibits the reinsurance 
~~naget from binding retrocessions in most instances and 

committing the reinsurer to participate in reinsurance 
syndicates. The reinsurer is required to obtain annual, 

independently prepared financial statements from its 
reinsurance manager and certification of loss reserves on 

21 business produced by the manager. Division V further 
22 authorizes the commissioner to examine a reinsurance 

24 
25 
26 

27 
28 

29 

30 

31 

23 intermediary's books and records. The bill provides that the 
reinsurance manager's acts are deemed the acts of the company 

on whose behalf the reinsurance manager is acting. This bill 
also gives the commissioner the right to order the reinsurance 

intermediary to make restitution for net losses incurred 
attributable to violations as provided in this bill. The 

"Reinsurance Intermediary Model Act" is required for the 
insurance division to be accredited as an approved regulator 

by the NATC. 
32 

33 

34 

35 

Division VI of this bill amends various existing Code 
provisions also related to solvency and accreditation. 

Sections 37 through 39 authorize the commissioner to 

appoint a chief examiner and a deputy for supervision. The 
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1 salaries for each are to be set by the commissioner and paid 
2 by the insurance industry as an examination expense. 
3 Section 40 changes the confidentiality of examination 
4 reports to reports which are merely preliminary under the 

5 rules of the division, specifically 191 lAC 1.3(11), 5.1. 

6 Reports are considered preliminary when the twenty-day period 

7 for demanding a hearing has not expired or when a hearing has 

8 been demanded but not held or no decision issued pursuant to a 

9 hearing. The section also grants similar protection to the 
10 financial statements and related proprietary financial 

11 information filed with the division by employers which self-
12 insure for workers' compensation liability pursuant to section 
13 87.11. 

14 Section 41 provides for the issuance of an ex parte order 

15 of rehabilitation without a hearing against an insurer in a 
16 financially hazardous condition. 

17 Sections 42 and 47 require that annual statement blanks be 

18 prepared in accordance with the NAIC instructions handbook and 

19 that statutes regarding annual statement blanks refer to the 

20 NAIC accounting practices and procedures manual. The sections 

21 also set standards for determining what are admitted and 
22 nonadmitted assets by reference to NArc accounting standards. 

23 Section 43 reinstates subsection 2 of section 508C.8 as it 
24 existed prior to repeal during the 1990 Session. 

25 Section 44 converts existing section 511.8 from a deposit 
26 requirement into an investment standard. 

27 Section 45 conforms the procedure for handling an impaired 

28 or insolvent health maintenance organization (HMO) to that 

29 applicable to other insurers. 

30 Section 46 imposes a five-percent-of-assets limitation upon 

31 the junk bond investments of a property and casualty insurer. 
32 Section 48 grants the insurance division, after notice and 

33 hearing, the authority to issue a cease and desist order or 
34 impose a fine if a domestic or foreign company fails to adhere 

35 to Iowa law. 
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1 Section 49 restates the existing Code sUbsection with no 
2 substantive change. 

3 Section 50 limits the future obligation of the property and 
4 casualty guaranty fund to pay certain claims, by authorizing 

5 the claim to be valued at its estimated present value, to 
6 permit the association to close an insolvency. 

7 Section 51 amends an existing condition providing that a 
8 person does not have a claim against the guaranty fund if the 

9 person can recover their loss under a policy from another non-

10 life insurer by restating the definition of insurance. 

11 Section 52 alters the conditions under which the guaranty 
12 fund would pay for an uninsured motorist claim. 

13 Section 53 limits a county mutual insurer's financial 
14 exposure to risk of loss in connection with reinsurance 

15 coverage to 
16 Sections 

15 percent of 
54 through 62 

surplus with anyone reinsurer. 
revise the insurance company holding 

17 system Act, chapter 521A, to increase the oversight and 
18 penalties applicable to holding company transactions which do 

19 not comply with state law. Section 54 imposes additional 

20 investment restrictions on domestic insurer~ with regard to 

21 investments in related companies, either subsidiaries or 

22 affiliates. Sections 55 and 56 eliminate the requirement of 

23 notice and mailing to securityholders of a domestic insurer, 
24 since review of an acquisition from the standpoint of security 

25 holders is not accepted as permissible state action under 
26 federal law. Sections 57 through 60 conform the Iowa Act with 

27 details of the NAIC model and broaden the disclosure and scope 
28 of approval of the insurance division over company 

29 transactions. Sections 61 and 62 amend the penalties for 

30 violation of the Iowa Act, in conformance with the NAIC model 

31 Act. The Iowa Act was originally based on a prior version of 
32 the NAIC model, and these revisions substantially conform 

33 Iowa's Act to the current model Act. 

34 Division VII repeals certain Code sections and makes 

35 conforming changes. Sections 63 through 66 make conforming 
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1 changes necessary as a result of the repeals in section 67. 
2 Section 67 repeals sections 507.l1, 508.17, and 515.85 through 

3 515.87, relating to the procedure for dealing with an 
4 insolvent insurer. The provision is in conflict with later 

5 adopted chapter S07C governing the supervision of impaired or 
6 insolvent inSurers. 

7 Division VIII, sections 68 through 71, applies special 
8 effective date or applicability conditions on the model Acts 

9 contained in divisions I through V. 

10 BACKGROUND STATEMENT 

11 SUBMITTED BY THE AGENCY 
12 The national association of insurance commissioners (NAIC) 

13 has initiated a program to accredit state insurance 
14 departments as approved insurance regulators. The program is 

15 in part a response to criticism of the lack of uniformity of 
16 solvency standards between the states. The NArc minimum 

17 standards for accreditation require a state to enact certain 

18 NArc model Acts which relate to solvency and financial 

19 oversight. The first five divisions of this bill are model 

20 Acts required for accreditation which Iowa has not yet 

21 enacted. Most are relatively recent, being responses to 

22 problems discovered in the course of several major 1980's 

23 insurer insolvencies, so Iowa's failure to previously enact 
24 them does not reflect badly on the state. Division VI 
2S incorporates required changes to existing Iowa law based upon 
26 an initial review by the NAIC and the division's solvency task 

27 force. Given Iowa's lead role in insurance, accreditation ~s 

28 essential, so the insurance division respectfully requests the 

29 general assembly to adopt the required minimum standards and 

30 strengthened solvency provisions as submitted in this proposed 

31 bill. Under the accreditation standards adopted, and in light 
32 of the intended goal -- uniformity -- material deviation from 

33 the models may result in Iowa's ~ailure to be ,accredited. 
34 Failure to be accredited would particularly hurt Iowa's 

35 insurance development efforts, especially with international 
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1 insurers. The solvency package in this proposed bill is the 
2 division'S highest priority this legislative session. 
3 Division I is necessary for the accreditation of the 
4 insurance division by the NArC as an approved regulator. 

5 Division r adopts the NArC model nonadmitted insurance Act, 
6 and grants the insurance division greater authority to deal 
7 with nonadmitted insurers. Nonadmitted insurers are a problem 
8 because they do not conform to state requirements and 
9 policyholders are not protected by the state's guaranty funds. 

10 Control of improper insurance activities is necessary to 

11 assure strict and fair regulation of insurers subject to state 
12 standards. 

13 Di vision II, the NAIC "Model Managing General Agents Act," 
14 is required for the accreditation of the Insurance Division by 

15 the NAIC. On a national scale, over 40 percent of insurance 
16 company insolvencies have involved managing general agents. 
17 Some managing general agents have not complied with proper 
18 underwriting standards and have insured individuals whom the 

19 insurance companies would have refused to insure. These 
20 managing general agents place insurance companies at risk when 

21 they engage in "cleansheeting" practices and do not disclose 
22 accurate information regarding the persons to whom they sell 

23 policies. This bill would closely monitor managing general 

24 agents' activities in this state and thereby encourage 
25 trustworthy underwriting practices. The primary concern with 
26 managing general agents is that they derive income from 
27 commissions but also engage in the acceptance of risk. 
28 Experience has proven some managing general agents are willing 
29 to accept risk on behalf of an insurer which.may endanger the 
30 company's solvency, in order to receive the short-term 

31 compensation from commissions. 
32 Division III would adopt the NAIC model "Producer 

33 Controlled Property and Casualty Insurer Act," as a 
34 prerequisite for accreditation of the insurance division. The 
35 model Act would require brokers and managers to be licensed as 
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1 insurance producers and limit the business placed with a 
2 controlled insurer. It also imposes liability on the 

3 controlling producer in the event of the insolvency of the 

4 controlled insurer. The bill would impose strict 

5 recordkeeping and reporting standards. The bill would 

6 prohibit the reinsurance manager from binding retrocessions in 

7 most instances and committing the reinsurer to participate in 

8 reinsurance syndicates. The reinsurer would be required to 

9 obtain annual, independently prepared financial statements 

10 from its reinsurance manager and certification of loss 

11 reserves on business produced by the manager. Producer 

12 controlled insurance companies are captives of another 

13 controlling producer, and are frequently used to contain risk 

14 a parent company.is not willing to carryon the parent's 

15 books. This model Act addresses the potential for abuse of 

16 the guaranty fund system by imposing a higher degree of 

17 responsibility upon the controlling producer or parent for the 

18 captive insurer's activities, and assists the commissioner to 

19 oversee sucp arrangements by requiring notice be given to the 

20 commissioner that a control relationship exists, and the terms 

21 of that relationship. 

22 Division IV, the NAIC model "Credit for Reinsurance Act," 

23 is required for accreditation of the insurance division by the 
24 NAIC. There is a nationwide problem with reinsurers not being 

25 able to pay reinsurance claims on demand. The provisions of 
26 this bill ensure that assuming companies receiving credit for 

27 reinsurance have met certain standards that would indicate 

28 that the assuming companies are economically stable and 

29 managed in compliance with the law. In one California 

30 inSOlvency, Mission, as much as 40 percent of the reinsurance 

31 credited on the bOOks prior to the insolvency has proven to be 

32 uncollectible. 

33 Adoption of Division V is also necessary for the 
34 accreditation of the insurance division by the NAIC. Division 

35 V is the NAIC's "Reinsurance Intermediary Model Act," and it 
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1 will regulate activities of reinsurance intermediaries in an 
2 effort to protect insurance companies seeking reinsurance from 

3 reinsurers that cannot pay claims upon demand. Reinsurance 
4 can be placed directly with a reinsurer by a company, or 

5 through a broker. The reinsurance intermediary act 

6 compliments the credit for reinsurance model Act of Division 

7 IV, by requiring the broker to provide and maintain adequate 

8 records to permit the application of the credit for 

9 reinsurance Act. 

10 Division VI covers various amendments related to solvency 

11 which are not new model acts required for accreditation. 

12 Including: 

13 Recent concerns over insurance solvency have highlighted 

14 

15 

16 

17 

18 

19 

20 

21 

the inflexibility of the current solvency oversight system and 

the limited resources available to the commissioner to turn a 

troubled company around. The commissioner must now depend 

upon expensive, private attorneys, actuaries, and consultants, 

hired by the hour, to intervene late in the process -­

normally too late. The burden of the current intervention 

system falls on three groups: First the insurance division, 

is forced to react to crises rather than solving problems 

22 while still solvable through early intervention. The division 

23 pays for emergencies through shifting personnel, resources, 

24 and money from normal duties to solvency intervention. The 

25 work forgone by such shifting never gets done. Second, 

26 insurance companies pay through guaranty fund assessments for 

27 failed companies when intervention came too late and for the 
28 high administrative costs of relying upon private contractors. 

29 (Similar to the current indigent defense problems -- public 
30 defenders are less expensive and more experienced.) Third, 

31 state taxpayers and consumers pay through lost tax revenue due 

32 to the premium tax offset and through losses on insurance 

33 investments in 

34 only secure the 

35 preserve market 

failed companies (remember the guaranty funds 

minimum obligations, and do not necessarily 

rates of return). 
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1 Sections 36 through 38 propose a lower cost, more efficient 
2 alternatives by strong "early intervention" with troubled 

3 companies (before conservation, rehabilitation, or liquidation 
4 action is necessitated). Intervention work would be 

5 internalized within the division, rather than its continuance 

6 with private consultants, actuaries, and attorneys (reducing 

7 overall costs dramatically). The insurance industry would 
8 fund all costs within the division as an examination expense. 

9 The reform is revenue neutral to the general fund, while in 
10 reality saving significant dollars for Iowa. Savers include: 

11 the industry (lower guaranty fund assessments to do the work 
12 inside the division), state taxpayers (due to the premium tax 

13 offset for guaranty fund assessments), and state insurance 

14 consumers (better solvency monitoring). The proposal will 

15 also increase the strength of the domestic industry, and 

16 retain jobs that might otherwise be lost due to the collapse 

17 of Iowa insurers. 
18 Section 39 adopts the NAIC geographical expense 

19 reimbursement plan for examinations conducted out of state, 
20 such as zone examinations of a company in which examiners from 

21 several states concentrate on a particular company 
22 simultaneously. The commissioner is authorized to bill the 

23 actual and necessary expenses incurred out of state directly 
24 to the company which is the subject of the exam. This section 

25 is particularly important to assure proper oversight of 
26 companies located out of state, including Iowa's growing 

27 community of international insurers, and also relates to the 
28 increased supervision of reinsurance and reinsurance 

29 intermediaries, many of whom are located internationally. The 

30 expenses of an examination are paid directly by the company 

31 being examined, and not by the state's general fund. This 

32 section improves the ability of Iowa's examiners to conduct 

33 examinations outside the state to assure compliance and 

34 solvency by assuring reimbursement of the examiners for their 

35 actual and necessary expenses. 
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makes examination reports confidential because 
contain proprietary information, which if were 

3 not treated as confidential, would give an unfair advantage to 
4 insurance companies competing with the insurance company 

5 covered in the report. If these reports are not treated as 
6 confidential, then insurance companies (in particular, weak 

7 insurance companies) may become insolvent due to raiding by 
8 other insurance companies or customers leaving insurance 

9 companies for their competitors' coverage. This section 
10 treats examination of insurance companies as confidential 
11 following the confidentiality standard set out in the 
12 examination of banks. The section also grants similar 
13 confidentiality to the proprietary financial information filed 
14 by workers' compensation self-insurers pursuant to section 
1587.1l. 
16 Section 41 amends Code section 507C.12, relating to the 

17 is~ance of an order for rehabilitation against an insurer in 
18 a financially hazardous condition. The current Code language 

19 is unclear as to whether the order may be issued ex parte and 
20 without hearing, the usual procedure for financial regulators 

21 (like state and federal bank and thrift regulators) to assume 
22 supervisory authority over institutions whose solvency is 
23 threatened. This section clearly provides the authority for 
24 an ex parte order, with hearing after the fact to be held in 

25 closed chambers at the commissioner's request. Situations 
26 frequently occur where issuance of an order in this fashion is 

27 necessary for protection of the insurer's policyholders. 
28 Procedural protections, in the form of provisions for 

29 expedited and closed hearing assure constitutional due 
30 process. 
31 As a part of a project reacting to the rising number of 
32 insurer insolvencies in recent years, the NAIC is evaluating 

33 on a state-by-state basis the statutes and rules which all 

~a. 34 states have empowering them to regulate insurers' financial 
.rW 35 sOlvency. Ultimately the NAIC plans to certify or accredit 

-60-



S.F .. Ii. F. 

1 each state's insurance regulator depending on its ability to 
2 effectively regulate financial solvency. The initial critique 
3 of Iowa observed that Iowa fails to expressly require that the 
4 statement blank be prepared in accordance with the NAIC 

5 instructions handbook and that Iowa statutes fail to reference 
6 the NAIC accounting practices and procedures manual. A 

7 further criticism of Iowa statutes is that they fail to set 
8 any standards for determining what are admitted and non-

9 admitted assets. Sections 42 and 47 satisfy these 
10 accreditation standards. Because the standards for admitted 

11 versus nonadmitted assets are complex, and are subject to 
12 change by the NATC, a reference to the appropriate NAIC manual 

13 is made in lieu of incorporating each standard item by item. 

14 Section 43 restores subsection 2 of section S08C.8 as it 

15 appeared in the 1989 Code. The sUbsection was inadvertently 

16 repealed in 1990 Iowa Acts, chapter 1234, H.F. 2320. 

17 Subsection 2 pertained to the obligation of the life and 
18 health guaranty association when an insurer is "inSOlvent" as 

19 opposed to when it is "impaired". In the case of 
20 "insolvency", there must be a mandatory obligation of the 

21 association to pay policyholders, while, with an "impairment", 
22 it is sufficient if the association simply has discretion to 

23 pay them. Prior to H.F. 2320, no provision existed to give 

24 the association the flexibility to deal with an "impaired" 

25 company and the amendment in section 24 of H.F. 2320 creating 
26 that authority was appropriate. However, the provision in 

27 section S08C.8 for insurers which are insolvent should not 
28 have been repealed. 

29 Section 44 responds to concerns by the NATC that existing 
30 section 511.8 fails to consider liquidating of investments of 

31 life companies by focusing only upon the deposit of minimum 

32 surplus. This section converts the deposit requirement into 

33 an investment standard to assure adequate liquidity and 

34 collectibility in the event of an insolvency, and thus 

35 satisfies this accreditation requirement. 
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1 Section 45 conforms the administration of a health 
2 maintenance organization (HMO) insolvency to that applicable 

3 to a standard health insurer. No need exists for the special 
4 procedure currently provided and repealed by this section. 
5 

6 

Further, the eXisting HMO procedure is 
and offers less protections to covered 

7 507C. 

arguably more limiting 
members than chapter 

8 Section 46 imposes a two-percent-of-assets cap upon the 

9 junk bond investments of a property and casualty insurer. 
10 Life and health insurers are subject to restrictions on below 

11 investment grade securities (junk bonds) elsewhere. While the 
12 investment patterns of property and casualty insurers vary 
13 significantly from life and health insurers (where the primary 
14 focus on junk bond investments has been), it was believed that 
15 some limitation other than mere peer pressure was appropriate. 
16 Section 48 broadens the procedure to be utilized against 

17 domestic and foreign insurers who fail to comply with Iowa's 
18 financial and other requirements. Presently, the division 

19 would be limited to proceeding against a domestic company 
20 under chapter 507C if it failed to, for example, maintain 

21 adequate capital and surplus or otherwise abide by Iowa law or 
22 against a foreign company by revoking or suspending its 
23 license to do business in the state. This amendment would 
24 give the insurance division, after notice and hearing, the 

25 power to issue a cease and desist order or impose a fine if 
26 the domestic or foreign company failed to adhere to Iowa law. 

27 The section's change is purely procedural. It does not 
28 extraterritorially make foreign companies subject to the 

29 requirements of Iowa law uniquely applicable to domestic 
30 insurers. A foreign ins~rer is subject only to the laws 
31 otherwise applicable to a foreign insurer. 
32 Section 49 restates an eXisting Code paragraph governing 
33 claims not subject to payment by the property and casualty 
34 insurance guaranty fund, by reorganizing the existing law in a 

35 different format. The new language is intended to be more 
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1 readily understood. No material change in the substantive law 
2 is intended. 
3 Section So limits the future obligation of the property and 
4 casualty guaranty fund to pay certain claims, by authorizing 

5 the claim to be valued at its estimated present value, to 

6 permit the association to close an insolvency. Liquidators of 

7 defunct insurers by necessity set dates by which all claims 
8 must be paid and will not honor 

9 unpaid amounts. 

10 calculating the 
(There must be 

claims based on reserved, but 

a fixed amount of claims for 

distribution of assets to claimants.) As a 

11 result, under current law, the association could lose a part 
12 of its claim against the liquidator if a claim is later 

13 submitted for payment which was known in advance, but simply 
14 not quantified on a timely basis. This section would allow 

15 the association to pay its full liability, based on the 

16 present value, and then present its full claim to the 

17 liquidator. 

18 Section 51 revises an existing provision limiting 

19 eligibility for compensation from the property and casualty 
20 guaranty fund if the person's claim is covered by another 

21 policy from a nonlife insurer. The internal reference to 
22 define "other insurance" is changed to more narrowly define 

23 insurance. 
24 Section 52 amends the conditions under which an uninsured 

25 motorist claim may be paid by the guaranty fund. The existing 

26 condition may be read to require a claim be made within one 

27 year of the insurer's insolvency, potentially leaving an 

28 injured person with no recourse if the date of insolvency is 

29 past one year after the occurrence of the accident, even if 
30 the claim remains unpaid. 

31 Sections 54 through 62 revise the insurance company holding 
32 system Act, chapter 521A to increase the oversight and 

33 penalties applicable to holding company transactions which do 

34 not comply with state law. For instance, section 52 imposes 

35 additional investment restrictions on domestic insurers with 
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1 regard to investments in related companies, either 

2 subsidiaries or affiliates. Sections 53 and 54 eliminate the 

3 requirement of notice and mailing to security holders of a 

4 domestic insurer, since review of an acquisition from the 

5 standpoint of security holders is not accepted as permissible 
6 state action under federal law. Sections 55 through 58 

7 conform the Iowa Act with details of the NAIC model and 

8 broaden the disclosure and 

9 over company transactions. 

scope of approval of the division 

Sections 59 and 60 stiffen the 

10 penalties for violation of the Iowa Act, in conformance with 

11 the NArC model Act. The Iowa Act was originally based on a 

12 prior version of the NAIC model, and these revisions 

13 substantially conform Iowa's Act to the current model Act. 

14 The updates are required for accreditation of the Iowa 

15 insurance division. 

16 Section 53 imposes a new limitation on reinsurance fOr 

17 county mutuals. County mutuals have lower minimum surplus and 

~ 18 capital requirements than other types of property and casualty 

19 insurers. Because of their relatively smaller base of 

i_ 

20 capital, county mutuals are even more sensitive to large 

21 losses from whatever source. This bill limits the risk of 

22 single, exposure to reinsurance losses to no more than 15 

23 percent from surplus in anyone calendar year. Section 51 is 
24 part of the division's general program of increased stringency 

25 

26 

27 

28 

29 

30 

31 

32 

33 
34 

35 

of solvency standards and financial oversight for insurers to 

avoid future problems. 

Section 67 repeals older Code sections which were 

superseded by the later enactment of chapter 507C, governing 

the supervision of impaired or insolvent insurers. Chapter 

507C is an NAIC model Act required for accreditation of the 

Iowa division as an approved insurance regulator. 
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SENATE FIL£ 518 

AN ACT 

RELATING TO THE FINANCIAL SUPERVISION AND SOLVENC~ 
OVERSIGHT OP INSURANCE COMPANIES BY THE OQKHISSIONER 
OF INSURANCE AND ACCREDITATION OF THE INSURANCE DIVISION 

AS AN APPROVED INSURANCE REGULATOR BY THE NATIONAL 
ASSOCIATION OF INSURANCE COMMISSIONERS, IMPOSING 
CIVIL LIABILI~V, AUTHO~IZING ADMINISTRATIVE AND CRIKINAL 
PENALTIES, AND PROVIDING EFPECTIVH DATES AND APPLICABtLITY 

PROVISIONS. 

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OP IOWA: 

DIVISION I 

Section l. NEW SECTION. ~tO.IA SHORT TITLE. 
This chapter may be cited as the "Managing General Agents 

Act." 
Sec. 2. HEW SECTION. SlO.2A DEFINITIONS. 
As used in th1s chapter, unless the context otherwis& 

requires: 
1. "Actuary" means a person who is a member tn good 

standing of the American academy of actuaries. 
2. "Comtlli99ioner- means the comt:'lissioner of insurance. 
J. -Insurer" means a person duly licensed ln this state as 

dn insurance company pursuant to Title XX. 
4. a. "Manaqing qeneral agent- means any person who 

enqages in all of the followinq: 

Senate Pile 518, p. 2 

(I) Negotiates and binda cedlng reinsurance contract a on 

behalf of an lnsurer or manaqea all or part of the insurance 
bu~lne8s of an insurer. including the manage~ent of a separate 

division, department, or underwrltlnq office. and who acta ae 
an agent for such inaurer whether known as a ~naqlng general 

agent, manager. or other similar tertii or title. 
(2) With or without authority and either separately or 

together with affiliates. directly or indirectly produces. and 
underwrites, an amount of groBs d1rect written prem1um equal 

to or greater than five percent of the policyholder surplus In 

anyone quarter or year as reported in the last annual 

statement of the ineurer. 
[31 £ngages ln either or both of the following: 

Ie) Adjusts or pays claims in exce8S of an amount 

determined by the co~lssioner. 
(b) Negotlates reinsurance on behalf of the insurer. 
b. Managing general agent does not include any of the 

followingl 
11) An employee of the insurer. 
(2) A manager of a United States branch of an alien 

inaurer who res idee in this country. 
(1) An underwriting manager who. pursuant to contract. 

managea all insurance operatlons of the insurer, who is under 

common control with the insurer, subject to chapter S21A 
relating to the regulation of insurance holding company 

systems, and who is not compensated based upon the volume of 

pre~iu~s written. 
[4, An Insurance company, in connection with the 

acceptance or rejection of reinsurance on a block of business. 

(5) The attorney-in-fact authori~ed by or acting for the 
subscribers of a reciprocal Insurer or interinsurance exchanqe 

under power of attorney. 
5. MUnderwrlte~ means the authority to accept or reject 

rIsk on behalf of the insurer. 
Sec. 3. New SECTION. SlO.3A t.ICENSURE REQUIRED -- BOND. 

VI 
"f1 
U'I .... 
CO 
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1. A person shall not act 1n the capacity of a managing 

qeneral agent with respect to rksks located in this state for 
an in8~rer licensed in this etate unless the person is a 

licensed producer in this state. 
2. A pereon shall not act in the capacity ot a managing 

general agent representing an insurer domiciled in this state 
with respect to risks located outside this atate unless the 
person ie licensed as a resident or nonresident producer 1n 
this state pursuant to the provisione of this chapter. 

3. ~h. c~issioner ~y require a bond for each company 
represented by a managing general agent In an amount 
acceptable to the co~issioner for the protection of the 

Insurar. 
4. ~he coamiasioner ~ay require a ~ana9ing generai agent 

to ~aintain an errore and omissions policy. 
Sec. 4. NEW SECTION. SlO.4 REQUIRED CONTRACT PROVISIONS 

LIHITATIONS. 
1. A person actin9 in the capacity of a managing general 

agent shall not place business with an insurer unless a 
written contract is in force between the parties which seta 
forth the responsibilities of each party. If both parties 
share responalbklity for a particular function, the contract 
~ust specify the division of such responsibilities, and ~ust 
contain. at a minimu~, all of the following provisions: 

a. ~he insurer may terminate the contract for cause upon 
written notice to the managing general agent. The insurer may 
suspend the underwriting authority of a managing general agent 
during the pendency of any dispute regarding the cause for 
termination. The insurer shall advise the commissioner of a 
ter~inatlon or a suspension pursuant to this paraqraph. 

b. A managing qeneral agent shall render accounts to the 
insurer detai1inq all transactions and remit all funds due 
under the contract to the insurer on not less than a monthly 

basls. 
c. All funds collected for the account of an insurer shall 

be held by a ~naginq general agent in a fiduciary capacity in 
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a bank which is a member of the f@deral reserve system. This 
account shall be used for all paymente on behalf of the 
insurer. A ~anaging general agent ~ay retain no more than 
three months' estimated claims payments and allocated 1088 

adjustment expenses. 
d. Separate records of business written by a managing 

general agent shall be ~aintained. An insurer shall have 
access and a right to copy all account. and recorda related to 
the insurer's business in a form usable by the insurer and the 
CO~i8sioner shall have access to all books, bank accounte. 
and recorda of a ~ana9ing general agent in a form usable to 
the co~~issioner. Such recorda shall be retained at least 
until after completion by the insurance division of the next 

triennial examination of the insurer. 
e. Appropriate underwriting guidelines kncludln9. but not 

limited to, the followlnq: 
(1) The maximum annual premium volume. 
(2) The basis of the rates to be charqed. 
(l) The types of risks which may be written. 

(4) Maximum limits of liability. 
(5) Applicable exclusions. 
(6) Territorial limitations. 
(7) policy cancellation provisions. 
(8) ~he ~aximum length or duration of the pollcy period. 
The Insurer may cancel or refuse to renew any policy of 

insurance produced or underwritten by a manaqinq general 
agent. subject to the applicable lawe and rulea concerning the 

cancellation and nonrenewal of insurance policies. 
2. Permi8sible provisions in a contract and their 

requirements include the fol1owingl 
a. If the contract permits a ~anaqing general aqent to 

settle claims on behalt of the insurer all of the followinq 

requirements apply: 
(l) All claims reported must be reported by the managinq 

qeneral aqent to the ineur@r 1n a timely manner. 



, 
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(2) A copy of the claim tlle mU9t be sent to the insurer 
at ita request or as aoon as the ~A"a91n9 ganeral agent knows 
that the claim eeets one or more of the followln9 conditions: 

(al The claim has the potential to exceed an amount 
determined by the commissioner or exceeds the 11~lt set by the 

insurer, ~hlchever Is le99. 
(b) The claim involves a coverage dispute. 
Ie) The claim may exceed the claims 8ettle~ent authority 

of the manaqin9 general agent. 
(dl The claim Is open for more than six Montha. 
(el The clal~ 1& closed by payment of an amount set by the 

commissioner or an amount aet by the insurer, whichever 19 

les9. 
(3) All claim flIes ahall be the joint property of the 

inaurer and the managing general agent. However. upon an 

order ot liq~idation of the inaurer the fl1e9 become the sole 
property of the insurer or its estata. The managing general 

agent shall have re.lsonabie access to and the right to copy 

the tIles on a timely basis. 
14) Any settlement" authority granted to the managing 

general agent may be ter~inated for cause upon the insurer's 

written notice to the manag,ng general agent or upon the 
ter~ination of the contract. The insurer may suspend the 

settlement authority during the pendency of any di8p~te 

regarding the cause for termination. 
b. If electronic claims tilea are in existence, the 

contract must address the timely transmission or tran8fer of 

the data contained in the fIles. 
c. If the contract provides for a sharing ot interim 

profits by the m.anaqing general aqent, and the manaqing 
qeneral agent haa the a~thorlty to dp.termine the amount of 

interim profits by establishing loss reserves. by controlling 
claim pay~ent8. or by determining the a~ount of inter~m 

profIts in any other manner. interim profits shall not be paid 
to the managing general agent until one year after they are 

earned for property Insurance business and five years atter 
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they are earned tor casualty insurance business, and not until 

the interim profits have been verified pursuant to section 

510.5. 
l. A managing general agent shall not do any of the 

follo." n9: 
4. Bind reinsurance or retroce~slona on behalf of the 

inaurer. except that a mana91nq general agent may bind 
tacultative reinsurance contracts pursuant to obligatory 
facultative agreement8 it the contract with the insurer 

contain. reinsurance underwriting guidelines including, tor 
both reinsurance assumed and ceded. a list of reinsurera with 

which 8uch automatic agre"ements are in effect. the coverages 
and amounts or percentages that may be reinsured, and 

commission SChedules. 
b. Commit the insurer to participate In insurance or 

reinsurance syndicates. 
c. Appoint any producer without assuring that the producer 

is lawfully licensed to transact the type of insurance for 

which the producer is appointed. 
d. Without prior approval of the insurer, payor commit 

the insurer to pay a claim over a specified amount, net ot 
reinsurance. which exceeds one percent of the policyholder's 
surplus at the Insurer as of December 31 of the previous 

calendar year. 
e. Collect any payment trom a reinsurer Of commit the 

insurer to any claim 8ettl~ment wIth a reinsurer without prior 
approval of the insurer. If prior approval is qiven, a report 

must be pro~ptly forwarded by the ~anaqlng general agent to 

the insurer. 
t. Permit its aubproducer to serve on the insurer'a board 

of directors. 
"g. Jointly employ an individual who 1& employed by the 

insurer. 
h. Appoint a aub~na9inq general agent. 
Sec. 5. NEW SECTION. 510.5 DUTIES OF INSORERS. 

en 
"TI 

~ 
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1. An lnaur&r shall have on file an lndependent financial 

e.a~lnation. in a form acceptable to the commiasion&r. of each 

manaqlnq qeneral aqent with which the inaurer does or has done 

business. 
2. If a manaqlnq general agent establishes 109S reserves, 

the insurer shail annually obtaln the opinion of an actuary 

attest in9 to the adequacy of 1089 reserves established for 

losses incurred and outstandinq on business produced by a 
manaqlnq general aqent. This Is in addition to any other 

required loss reserve certification. 
3. An Insurer shall periodically, but at least semi­

annually, conduct an on-site review of the underwritinq and 
clai~s proces9lnq operatlons of eac~ manaqinq general agent 

with which the insurer ia currently doinq business. 
4. Bindinq authority for all reinsurance contracts or 

partlclpation in lnsurance or reinsurance syndicates shall 
rest with an officer of the lnsurer, who is not affiliated 

with the manclqing genecal agent. 
S. Within thirty days of entering lnto or termlnation of a 

contract with a managing genecal aqent. the insurer shall 
provide written notification of the appointment or ter~ination 

to the co~issioner. A notice of appointment of a managinq 

qeneral agent must include a statement of duties which the 
applicant is expected to perform on behalf at the insurer, the 
lines of insurance for whlch the applicant is to b~ authori~ed 

to act, and any other information the CO~~is8ioner may 

request. 
6. An insorer shall review its books and records each 

quarter and determine if any producer. as defined by sectlon 

SiOA.2. has become, by operation of section SlO.2, subsection 
1, a manaqinq general agent as defined in that s&ction. If 
the insorer determines that a producer has be cone a manaqlng 
Qeneral agent by operation of section 510.2, subsection 1, the 

insurer shall promptly notify the producer and the 
co~issioner of such det~rmination and the insurer and 

producer shall fully co~ply ~ith the provisions of this 

chapter within thirty days. 

Senate rile SlS, p. 8 

1. An inaurer shall not appoint to its board of directors 

an officer, director, employee. producer, or controlling 
shareholder of a managinq general agent of the insurer. ~hi9 
subsection ahall not apply to relationahips qoverned by 
chapter S21A relating to the requlatlon of insurance company 

holding systems. or. if applicable, by chapter 51flA relatlnq 
to the requlation of producer controlled property and casualty 

insurers. 
Sec. 6. NEW SECTION. 510.6 EXAMINATION AUTHORITY. 

The acta of a ~anaginq qeneral aqent are considered to be 
the acts of the insurer on whose behalf a managinq general 

agent is acting. A managing general ag&nt may be examined as 

1f it were the insurer. 
Sec. 7. NEW SECTION. 510.7 PENAC.TIES AND LIABILITIES. 
1. If the commissioner finds, after a hearing conducted in 

accordance with chapter 17A. that any person has violated one 
or more provisions of this chapter, the commissioner may order 

one or I't'-Ore at the followi ng: 
a. For each separate violation, the imposition of an 

administrative penalty of not more than ten thousand dollars. 
b. Revocation or suspension of the producer's license. 

c. Reimbursement by the managing general agent of the 
insurer, the rehabl1itator, or the liquidator of the insurer 

for any 10sse8 lncurred by the insurer caused by a violation 

of this chapter co~~itted by the =anaqinq general agent. 

2. The decision. determination, or order of the 
commissloner pursuant to subsection 1 is subject to judiclal 

review pursuant to chapter 17A. 
3. This section does not affect the right of the 

commissioner to impose any other penalties provided for under 

Title xx. 
4. This chapter is not intended to and 9hall not In any 

manner li~it or re9trlct the riqhts ot pollcyholder9, 

claimants. and auditors. 
Sec. 8. NEW SECTION. 510.8 RULES AND REGULATIONS. 
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~h& commissioner may adopt rules, pursuant to chapter 17A, 

as nece8sary or conv&nlent for the Imple~entatlon and 
administration of this chapter. 

Sec. 9. NEW SECTION. 510.9 EXEMPTION. 
A ~ana91n9 general agent who complies with sections 510.1 

through 510.8 for a block of business, ahall not also be 
required to comply with sections 510.20 and 510.21 with regard 

to the 8ame block of business. 
DIVISION II 

Sec. 10. NEW SECTION. SlOA.l SHORT TITLe. 

This chapter shall be known and may be cited a8 the 
"Producer controlled property and casualty Insurer Act. II 

Sec. 11. N&W SEC!ION. 510A.2 OEFINlTIONS. 

As uaed in this chapter, unle99 the context otherwise 

requiresl 
1. "Captive Insurer" means an insurance company which is 

owned by another organi~ation for the exclusive purpose of 
insuring risks of the organization and any atfiliated company, 

or in the case of groups and associations, an insurance 
organl~ation owned by the insureds for the exclusive purpose 

of insuring risks of qrollp and association members and any 

affiliates. 
2. "Control" means the possession, direct or indirect. of 

the power to direct or cause the direction of the management 
and policies of a person, whether through the ownership of 

voting securities, by contract other than a contract for goods 
or nonmanaqement services, or otherwise. Control shall be 
presumed to exist if any person, directly or indirectly. owns. 

controls, holds with the powers to vote or holds proxies 
representing a majority of the outstandinq voting securitie~ 

of any other person. A person is not deemed to control 

another person solely by reason of belng an officer or 

dlrector of the other person. 
J. "Independent casualty actuary" means a casualty actuary 

who is a member of the American academy of actuaries and who 

is not an eoployee, prlncipaL the dlrect or indirect owner 
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of, affiliated with. or in any way controlled by the insurer 

or producer. 
4. "Licensed property and casualty insurerM or "insurer­

means a person licensed to transact a property and casualty 
insurance business in this state and which issues policies 

covered by chapter 5158. which eatablishes the insurance 
quaranty association. The following are not licensed prop&rty 

and caeualty insurere for the purposes of this chapterl 

a. All nonadmitted ineurers. 
b. All ris~ retention qroups ae detined in the federal 

Superfund Amendments Reauthorization Act of 1986, pdb. L. No. 
99-499,100 Stat. 1613 (1986). the federal Risk Retention Act, 
15 U.S.C. 3901 et seq. 11982 , Supp. 19861. or chapter 5lSE. 

c. All residual market pools and joint underwriting 

authorities or associations. 
d. All captive insurers. 
S. "Producer" means an insurance broker or any ottler 

person when such person acts or aids in any manner in 
so11citinq, negotlatinq, or procuring the making of an 
insurance contract on behalf of an insured. who 1s not that 
person. for any compensation, co~~ission. or other thing of 

value. "Producer- does not include an exclusive agent or an 
independent agent acting on behalf of the controlled insuror 
or any subagent or representative of such agent, who acts as 
such 1n the solicitation of, negotiation for, or procurement 

or making of an insurance contract, if the agent, 9ubaqent, or 

representative Is not also acting 1n the capacity of an 

insurance broker in the same transaction. 
6. "Reinsurance inter~ediary" means a person who act9 as a 

producer in sollcitlnq, negotiating. or procurlnq the making 
of a relnsurance contract or binder on behalf of a cedinq 

insurer. or acts as a producer in acceptlnq a reinsurance 
contract or binder on behalf of an assumlnq Insur8r. 

7. "Violation" means a finding by the conunlssionlH that 

one or ~Ore of the following has occurred: 

1/1 
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a. 7he controllinq producer has not materially co~plied 

with section S10A.J. 
b. The controlled insurer, with respect to business placed 

by the controllin; producer. has enqaqed in a pattern of 
charqinq premiu~6 that were lower than those beinq charqed by 

the insurer or other insurers for similar risks wrltten durinq 
the same period and placed by noncontrollinq producers. When 

dat8fminlnq whether premiums were lower than those preval11nq 
In the market, the commissloner ahall take into consideration 

appllcable indu.try or actuarial standards at the time the 

buslness was written. 
c. The controllinq producer failed to maintain records. 

suffIcient to demonstrate that the producer's deallnq9 with 

ita controlled insurer were fair and equitable and in 
complIance with chapter S21A or to accurat~ly disclose the 

nature and details of its transactions with the controlled 
insurer, includlnq such information as is necessary to support 

the charqes or fees to the respective parties. 
d. The controlled insurer either failed to establish, or 

deviated fcom. its underwciting proceduces · ... ith respect to 

business placed by the controllinq pcoducer. 
e. The controll~d insurer's capitali~ation at the time the 

business was placed by the controlling producer and with 

respect to such business was not in complianc~ with criteria 

~stablis~ed by the commissionec or with Tltle XX. 
f. The controlling producer or the controlled insurer 

failed to substantially co~ply with chapter S2lA. 
Sec. 12. NEW SECTION. 5l{)A.J LIMITATION ON BUSINESS 

PLACED WITH CONTROLLED INSURER. 
1. A producer Which has control of a licensed property and 

casualty insurer shall not dicectly or indirectly place 

busines9 wit~ the insucer in any transaction ln which the 
producer. at the time the business is placed, is acting as a 

producer on behalf of the insured for any co~pensation, 
commission. or other thing of value, unless all of the 

followlnq conditions are satisfied: 
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a. A written contract, which is subject to the 

commissioner's review and approval, has been entered into 

between the controlling producer and the lnsurer whlch has 
been approved by the board of directors ot the insurer and 

filed with the commissioner. 
b. The producer. prior to the effective date of any 

po11cy. delivers written notice to the prospective inaured 

diaclosing the relationship betveen the producer and the 
controlled insurer. The discl06ure notice shall be slqned by 

the insured and retained ln the underwriting flle until the 
filinq of the report on examination coverinq the period in 

which the coveraqe is in effect. Ho~ever, if the business is 

placed throuqh an agent of the producer who 18 not a 
controllinq producer, the controllinq producer shall retain in 
the controll1nq pcoducer's records a signed commitMent from 

the agent of the producer that the agent of the producer Is 
aware of the relationship between the insucer and the producer 

and t.hat th~ agent of the producer hafi or will notify thp. 

insured of the relationship. 
c. All funds collected for the account of the insurer by 

the controlilng producer, after COmMission payments, 
cancellations, and other adjustments are made. must be paid to 

the insurer at least quartecly. 
2. In addition to any other cequlred 106S regerve 

certification, the controlled insurer, on April 1 of each 

year, shall annually fIle with the commissioner an opinlon of 
an independent casualty actuary, or ot another lndependent 

109s reserve specialist acceptable to the co~lssioner. 
reporting loss ratios for each line ot business written and 

attesting to the adequacy of 1089 reserves established for 
losses incurred and outstandinq as of the end of the year, 

including incurred losses not reported, on business placed by 

the producer. 
1. The controlled lnsurer shall annually report to the 

commissioner the a~ount of commisalona paid to the producer, 

the percentage such amount cepresents of the net premiu~s 
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written, and comparable amounts and percentaq8s paid to 

nonconttolllng producers for placements of the same kinds of 
insurance. 

4. A controlled insurer must est4b!lsh an audit committee 
of the board of directors composed of independent directors. 

Prior to approval of the annual financlal statement, the audit 
commltte~ shall meet with management, the insurer's 
independent certified public accountants. and an independent 
ca9~alty actuary, or another independent 10s9 reserve 
epeciallst .ccBptahle to the commissioner. to review the 
adequacy ot the lnsurer's lO~9 re9~rve9. 

5. A reinsuranCe inter~ediary which has control of an 
assuming in8urer shall not directly or Indirectly place 
busine88 with the assuming inB~rer in any tran8action in which 
such reinsurance Inter~ediary is acting as a broker on behalf 

of the cecHng insurer. A reinsurancp interll'lediary which h~9 
control of it cedin9 inauret shall not directly or indirectly 
accept bUBiness from the cedinq in~urer In drlY transaction in 
which such reinsurance intermediary is acting as a producer on 

behalf of the aS8uminq insurer. The prohibitions in this 
subsection shall not apply to d reinSUrance intermp.dJ4ry ~hich 

makes a full and complete written disclosure to the parties of 
its relationship with the assuning or ceding insurer prior to 

completion of the transaction. 
Sec. 11. ~EW SECTION. 510A.4 Lr~BILIT~ OP CONTROLLING 

PRODUCER IN THE EVENT OF INSOLVENCY OF CONTROLLED INSURER. 

1. a. It the cOfMIissjoner has reason to believe that it 

controlling producer has comm1tted or is committing an act 
.... hich could he deterrdned to be ~ violation, as def illed in 

section 510A.l, the commissioner shall serve upon the 
cant roll inq producer 'n the manner provided by chapter I lA. a 

state~ent of the charqes and not1ce of a hearing to be 
conducted in accordance with chapter l7A. 

b. At !luch hearing, tl'l~ coc':.Jnissioner raust establish that 
the controllin~ producer enqaged in a violation, as defined in 

section SIOA.2. The controlling producer shall have an 
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opportunity to be heard and to present evidence rebuttlnq the 

charqes and to 8stabl18h that the insolvency ot the controlled 
in.urer arose out of events not attributable to the violation. 

The decision, deter~inatlon, or order of the commissioner 1s 
subject to judicial review pursuant to chapter 11A. 

c. upon a finding, pursuant to this section, that the 
controlling producer co~itted a violat10n and the controlling 
producer failed to e9tabliah that the violation did not 
sub8tantially contrJb~te to the In.olv~ncy, the controlling 

producer shall reimburse the state guaranty funds, created 
pursuant to chapter 51~B for all pay~ents made for 10Bses, 

loss adj~st~ent, and administrative &xpenses on the business 
placed by the producer in exceSB of gros' earned prem1ums and 
investment 1ncocr.e earned on premiums and loss reslt[ves for 

such business. 
d. This sect ion dOeR I\Ot af feet the right of the 

COmMissioner to impose any other penalties provided for under 

Title XX. 

2. This chapter does not alter or affect the rights of 

po11cyholders, claimants, creditors. or other third parties. 
OlVISIO» III 

Sec. 14. NEW SECTION. 521B.l SHORT TITLE. 
Th1s chapter shall be known and tn..1y be cited as ttle "Credit 

for Reinsurance Act." 
Sec. 1~. NEW SEC~lON. ~219.2 CREDIT ALLOHEO A OOK£STrC 

CEDING INSURER. 
Credit for reinsurance 1s allowed a domestic ceding insurer 

as either an ~sset or a deduction from liabilIty on account of 
r~in9urance ceded only if the reinsurer meets the reqoite~entB 

of Bubgectlon l, 2, 1, 4, or 5. If the reinaurer meets the 
requirements of sub9~ction 3 or •• the require~ent9 of 

subsection 6 must also he met. 
1. Cr~dit is allowed if the rein9Urance i9 ceded to an 

assuming insurer which ls licensed to transact the business of 
reinsurance in this state. 

III 
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2. Credit is allowed i~ the reinsurance is ceded to an 

Assuming insurer which i9 accredited as a reinsurer in this 
state. ~n accredited reinsurer is one which 8ati9fies all of 

the following conditions: 
a. riles with the commissioner evidence of submis8ion to 

the jurisdiction of this state. 
b. Submits to the authority of this state to examine its 

books and recorda. 
c. 18 licensed to transact reinsurance in at least one 

state. or in the cage of a United States branch of an alien 
assu~inq insurer, is entered through and licensed to transact 

the business of reinsurance in at least one state. 
d. Files annually with the CO~i9sioner a copy of its 

annual statement filed with the insurance department of its 
atate of domicile and a copy of its most recent audited 

financial 8tate~ent and does either of the followlng: 
(1) MaIntains a surplus with respect to policyholders 1n 

an anount ~hich is not les~ than tw~nty million dollars dnd 

wnose accreditation has not been denied by the co~issioner 
within ninety days ot its submis9ion to the jurisdlction of 

this state. 
(2) Maintains a surplus with respect to policynolders in 

an amount leS8 than twenty million dollars and whose 

accreditat ion has been approved by the cotrunissioner. Credit 
shall not be allowed a domestic ceding inaurer. if the 

accreditation of the assuning insurer is revoked by the 

co~issioner after notice and hearing. 
To qualify as an accred~ted reinsurer. an assuming insurer 

must meet all o~ the requirements and the standards set forth 

in this Rubsectlon. It the commissioner determines that the 
as~uming Insurer has failed to continue to meet any of these 
rpqu1re~ents or standards. tha commissioner nay upon written 

notice and hearing revoke accreditatlon of the assuming 

insurer. 
This section does not apply to reinsurance ceded and 

assumed pursuant to pooling arranqecr_ents among insurer9 in the 

same nolding c~pany system. 
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J. a. Credit is allowed i~ the reinsurance is ceded to an 

assuming insurer which i8 domiciled and licensed in. or in the 
cage of a Cnited States branch of an a11en assumlng insurer, 

i9 entered through a state which employs standards reqarding 

credit for reinsurance substant1ally similar to those 

applicable under this sectlon. and the assuming insurer or 
unlted States branch of an alien assuming lnaurer does both of 

the foHowing: 
(1) Maintains a surplus with respect to policyholders in 

an amount not lees than twenty million dollars. 
(2) Submits to the authority of this state to examIne ita 

books and records. 
b. However. the requirement of paragraph "a", subparagraph 

(1), does not apply to reinsurance ceded and assumed pursuant 
to a pooling arrangement among insurers in the same holdlnq 

company system. 
4. a. Credit is allowed if the reinsurance Is ceded to an 

assuminq insurer which I"'aintains a tnlSot fund in a qualified 
United States financial institution. as defined ln section 

5218.4. subsection 2. for the pay~ent of the valid claims of 
its United States policyholders and ceding insurers, their 

assiqns. and successors in interest. ~he assuming insurer 
shall report annually to the commissioner infornation 

substantially the same as that required to be reported on the 
national association of insurance commissioners' annual 

statement form by licensed insurers to enable the commissioner 
to determine the sufficiency of the trust fund. [n the case 

of a single assu~ing lnsurer, the tru8t ahall consist of a 
trusted account representing the liabilities of the assuming 

insurer attrlbutable to business written in the Unlted States 
and. 1n addItion. the assuming insurer shall maintain a 

trusted surplus of not less than twenty tni.llion dollars. In 
the case of a group of individual unincorporated underwriters. 

the trust shall consist of a trusted account representing the 
liabilitie8 of the group attributable to business written in 

the UnIted States and. in addition. the group 5ha11 maintain a 
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tru9ted surplus of vhich one hundred million dollar~ shall be 

held jointly foe the benefit of United Statea ceding InBurers 
of any member of the group. The group shall make available to 

th~ commissioner an annual certification of tbe solvency ot 
each under~riter by the group's domiciliary regulator and its 

independent public accountants. 
b. In the case of a group of incorporated insurers under 

common administration which complIes with the f111n9 
requirements contained in paragraph "a" I !Which hi under the 

supervision ot the department of trade and industry of the 
United Klnqdom. which submits to the authority of this state 

to examine ita books and recorda and bears the expense of the 
examination. and which has aqgreq4te policyholders' surplus of 
at least ten billion do114rs, the trust shall be in an a~ount 
equal to the several l1ab11ities of the qroup attributable to 

business ~rjtten 11'1 the United St.tes. The group shall also 
maintaIn a Joint trusteed surplus of whiCh one hundr~d mIllion 
dollars shalt be held jointly for the benefit of United States 
ceding Itlsurec9 of ani' member of the group, and each member of 

the group shall make .available to the CO!"hmissionp.c an annual 
certification of the member's solvency by the member's 

domjcili~ry regulator and its independent public accountant. 
c. Such trust shall be established tn a form approved by 

the commissioner. The trust instrument shall proyi.cJe that 

contested claims are valid and enforceable upon the final 
order of any court of competent jurisdiction in the United 
State9. The trust vests legal title to its .ssets 1n the 

trustees of the trust for its United Stales policyhOlders and 
c~ding insurers, th~ir assiqn9. and successors in interest. 

The tru9t and the assu~ing insurer are SUbject to examInation 
a$ determined by the cornrr.issiol\er. The trust described u\ 

t~is para9raph must remain in ef~ect for as 10n9 as th~ 
auufDinq 1nsurer has outstandin9 obltqatlons <:Iue under the 

c~insorance agreements SUb)eCt to th~ trust. 
d. No later than February 28 of each year the trustees of 

(he trust shalJ repore to UH!' cO:MIlssioner in writi.ng setting 
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torth the balance of the tru8t and listIng the trust's 

lnveatments at the end of the preceding calendar year and 
shall certify th& date of termination of the truat. if ao 

planned. or certify that the trust shall not expire prior to 
the folloving December ll. 

5. Credit is allowed if the reinsurance is ceded to an 
a88umJnq insurer not meetIng the requlre~ents of aubsection 1, 

2, 3. or 4, but only with respect to the insurance of risks 
located in a jurisdiction where auch reinsurance ia required 

by ~pplicahle law or re90lation of that jurisdiction. Por 
PUrPOSe9 of thi8 9~bsection, iurisdlction refers to a 
jurisdiction other than the United States. and any state, 
di8trict, or territory of the United States. 7hls subsection 

allovs credit to ceding insurer8 which are ~ndated by such a 
jurisdiction to cede reinsurance to state o~ned or controlled 

insurance or rei09urance companiea or to participate in pools, 
quaranty funds, Qr joint undervriting associations. 

6. a. It th~ assundng insurer is not licen~ed or 
accredited to transact insurance or reinsurance in this state, 

the credit per~itted by subsection 1 or 4, is not allowed 
unless the assumIng lnsurer aqrees In tbe r&insor~nce 

clgreements to both of the following: 
(t) That in the event of the failure of the assuming 

insut"er to perform i.ts oblJqations !.Inder the teetlls of the 
reinsurance agree~ent, the assuming insurer, at the requeBt of 

the cedlng insurer. shall submit to the jurisdiction of any 
court ot competent jurisdiction in any atate of the United 

States, shall comply with all requirements necessary to give 
such court jurisdiction. anQ shall abide by the final decision 

of s..,ch court or of any appellate court in the event of an 
appeal. 

(~) That the comt"'llsslon4H or an attorney designatp.d ion the 

agr~e~ent is the true and lawful attorney of the assuming 

insurer upon whom may be served any lavful process in any 
action. suit. oe proceeding instituted by or on behalf of the 
cp.ding company. 

1/'1 
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b. ~hi8 subsection i8 not intended to conflict with or 

override the obliqatlon of the parties to a reinsurance 
4gree.ent to arbitrate their disputes. if such an obligation 

is created in the aqreement. 
Sec. 16. NEW SECTION. 5218.3 REDUCTION FROM LrABILITY 

FOR REINSURANCB CEDED BY A DOMESTIC INSURER ~O AN ASSUMrNG 

rNSURER. 
A reduction from liability tor the reinsurance ceded by a 

domestic insurer to an a8suming inaurer not meeting the 

requirements of aection 521B.2 is allowed in an amount not 
exceeding the liabilities carried by the cedinq insurer and 

the reduction shall be in the Amount of funds held by or on 
behalf of the ceding insurer. including funds held in trust 

for the ceding insurer. under a reinsurance contract with the 
assu~ing insurer aa security for the payment of obligations 

under the reinsurance contract, if such security is held in 
the United States subject to withdrawal solely by. and under 

the exclusive control of. the cedinq insurer, or in the case 
of a trust. held in a qualified United States financial 

institution, as defined in section 521B.4, subsection 2. This 
security may be held in the form of any of the followinql 

1. Cash. 
2. Securities listed by the securities valuation office of 

the national assoc1ation of insurance commissioners and 

qualifying aa ad~itted assets. 
1. Clean, irrevocable. uncondltional letters of credit. 

issued or confirmed by a qualified United States financial 

institution, as defined in section 521B.4. subsection 2, no 
later than December 31 of the year for which filinq is beinq 

made. and in the possession of the cedinq insurer on or before 

the filing date of its annual statement, 
Letters ot credit meeting applicable standards ot issuer 

acceptability as of the dates of their issuance or 

confir~ation shall, notwith9tandinq the subsequent failure of 
the iS8uing or confirminq institution or subsequent failure to 
meet applicable standards of issuer acceptability, continue to 
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be acceptable AS security until their expiration. e~tp.n9ion, 

reneval. modification, or amendment. whichever first occurs. 
4. Any other form of security acceptable to the 

commissioner. 
Sec. 17. N£'ooI StCT[ON. 5218.4 QUALIFrED UNITED srATES 

FINANCIAL INSTITUTIONS. 
1. For purposes of this chapter. a "qualified United 

States financ1al institution" means an institution that 
satisfies all of the following conditions I 

a. The financial institution is organ1zed or licensed 
under the laws of the United States or any state of the United 

States. 
b. The financi.l institution is re9ulated. supervised, and 

examined by federal or state authorities havinq regulatory 

authority over banks and trust companies. 
c. The financial institution has been determined by either 

the commissioner. or the securities valuation office of the 

national a!lsociation of Insuranc~ cor.omissioners, to meet such 
standards of financial condition and stanchnq as are 

considered necessary And appropriate to regulate the quality 
of financial institutions whose letters of credit will be 

acceptable to the commissioner. 
2. A "qualified United States financial institution" 

means. for purposes of those provisions of this chapter 
specifying those institutions that are eligible to act AS a 

fiduciary of a trust. an institution that is both of the 

following: 
a. Organized or licensed under the laws of the United 

States or any state of the United States. and has been granted 

author1ty to operate w1th fiduc1ary powers. 
b. Regulated. supervised, and examined by federal or state 

authorities having requlatory authority over banks and trust 

c01l1panles. 
Sec. 18. NEW SECTION. 5218.5 RULES. 
The commissioner M~y adopt rules, pursuant to chapter 17A, 

as necessary or convenient to ad~lnister this chapter. 
DIVISION IV 
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Sec. 19. NE:H SECTION. 521C.l SNORT TITLE. 

This chapter shall be known and may be cited a8 the 
·Reinsurance l('lterau~diary Model Act.." 

Sec. 20. ~SECTION. ~21C. 2 OEFINITIONS. 

As used in this chapter, unlesa the context otherwise 

requires: 
1. "Actuary" means a person who i9 a member in qood 

standing of the American academy of actuaries. 
2. "C:ontrollln9 person" means a peUlon "no directly or 

indirectly has the power to direct or cause to be directed, 
the manaqement. control. or actlvities of the reinsurance 

Intermochary. 

J. "Insurer" lDeana a person licensed to transact the 

busineSS of insurance in this state. 
t. "Licensed producer" means dn agent. brokeI', or 

rei.nsurance intermediary licPllsed pursuant to the appl icable 
provision of the insurance law of any jurisdiction. 

S. "Reinsurance intermediary· mpans a re,n~urancp 

intermediary-brok~r or a reins~rance intermediary~manager, 

6. "Reinsurance intermediacy-broKer" neans d person, other 
than an off icpr or l':mployce of the ceding insurer. who 

90licits, negotiates, or places reinsurance cessions or 
retrocessions on behalf of a cedin') insurer without the 

authority or power to bind reinsurance on behalf of the ceding 
inlllJn~r. 

7. "Reinsuran<:e intermediacy-manager" (':'leans a pecson who 
hu authority to bind or manage all. or part of the assumed 

rein5urance btl61ness of a reinsurer, ~ncludi"q the managem.ent 
of a separate divlsion, department. or underwriting office. 
dod acts .s cUl clqent tor the reinsurer $Ihether known as a 

rp.insurance intermedLary-m,anager or manager, or known by any 

other shnilar term or title. However, for the purposes of 

this chapter, the following persons shall not be con,idered a 

reinsurance inter~ediary-manager. with respect to the 
reinsurer: 

a. An e~ployee of the rcins~rer. 
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b. A manager of a United States branch of an alien 

reinsurer who resides in this country. 
c. An underwr itln9 runaqer who, pursuant to contract, 

manages all the reinsurance operatlons of the relosurer, ~ho 
ls under common control with the reinsurer, subject to chapter 

S2lA relat 1ng to the re')ulaUon of insurance hold~nq company 
system9, and $Iho Is not compensated baged upon the volume of 

premiu~8 vr1tten. 
d. The manager of a 9rouP. a9sociation. pool. or 

orqaniaation of insurers who engaqe8 in joint underwritlnq or 
10int reinsurance and who ia sub1ect to examination by the 

insurance commissioner of the at ate in wh~ch the manaqer'a 
principal bus1ness office 1s located. 

8. -Reinsurer- means d person licensed In this stdte as a 

reinsurer wIth the authority to assume reinsurance. 

9. "To be 1n violdtiQn" means that the reinsurance 
intermediary, insurer, or reinaurer for who~ the reinsurance 
intermediary was actin,) failed to sub~tantially comply with 

the provi!Jions of this chapter. 
10. "Ouali.f1ed Un1ted States financial institution" means 

an institution that satisfies all of the {ollow1ng conditions: 

a. ~he financial 1nstitution is organi~ed or licensed 
under the laws of the United States or any state of the United 

States. 
b. The financial institut10n Is regulated. supervised, and 

examined by federal or atate author1tie9 havinq requlatory 
authority over banks and trust companies. 

c. The financial institution has been dete,~jn~d by eJther 
the CO~~ls9ioner, or the securities valuation off,ce of t~e 

national association of insurance cO~i9sioner9. to meet such 
standards of financial cond1tion and standinq as are 

considered necessary and appropr~ate to regulate the q~""lity 
of financial lnstltutions whose letters of credit ~ill be 

acceptdble to the co~js9ioner. 

Sec. 21. NEW SECTION. S21C.3 LICENSURE. 

(J) 
." 
U1 .... 
CO 
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1. A person ahall not act as a reinsurance intermediary­

bro~er In this state If the person ~aintains an office in this 

state or another state individually or as a member or e~ployee 

ot a flr~ or association, or 8S an of ticer, director. or 
employee of a corporation. unless the person is a licensed 

producer in this state or another state having a law 
substantially similar to this law. or the person is licensed 

in thi. state 8S a nonre8ident reinsurance Intermediary. 
2. A person shall not act as a reinsurance intermedlary­

~anager in any of the followln9 circumstances: 
a. Where the reinsurer Ie domiciled in this state, unless 

the person is a licensed producer in this state. 
b. Where the person maintain9 an office in this state 

individually or as a member or employee of a firm or 
association. or 49 an otticer. director. or employee of a 

corporation in this state. unless the person is a licensed 

producer In this state. 
c. Where the person would be actin? in another ~tatQ for a 

nondomestic insurer, unless the person is a licensed producer 

in this state or in another state havinq a law substantially 
similar to tMs law, or is licensed in this ~tate as a 

nonresident reinsurance intermediary. 
3. The commissioner may require a reinsurance 

intermediary-manaqer subject to subsection 2 to do one or more 

of the follo~ing: 
a. File a bond in an amount determined by the commissioner 

from an insurer acceptable to the commissioner for the 

protection of each reinsurer represented by the re1nsurance 

intermediary-manaqer. 
b. Maintain an errors and 0~ission5 policy in an a~ount 

acceptable to the commi9sioner. 
4. a. The cormissioner may issue a reinsurance 

intermediary license to a person who has complied with the 

requirements of this chapter. Any such license issued to a 
firm or association will authorize all the members of the firm 

or association and any designated e~ployees to act as 
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reinsurance intermediaries under the license, and all such 

persons shall be named in the application and any supplements 

to the application. A license issued to a corporation shall 

authorize all of the officers, and any desiqnated employees 
and directors of the corporation to act as reinsurance 

intermediaries on behalf of the corporation, and all such 
persons shall be named in the application and any supplements 

to the application. 
b. If the applicant for a rein8urance inter~ediary lleenae 

is • nonresident, such applicant. aa a condition precedent to 
recelvlnq or holding a lic@nae. shall desiqnate the 
CO~~i8sloner as aqent for service of process, and also shall 

furnish the commissioner with the name and address ot a 
resident of this state upon whom notices or orders at the 
co~is9ioner or process affectinq such nonresident reinsurance 

intermediary may be served. The licensee shall promptly 
notify the commissioner in writinq of a change of the 

dpsiqnated aqent tor flervice of pror.p.5!lo, and the change 
becol"_es effective upon acknowledqment by the co~issioner. 

5. The co~~issioner may refuse to issue a reinsurance 
intermediary llcense if, in the commissioner's judqment. any 

of the followinq conditions are present: 
a. The applicant, anyone named in the application. or any 

~ember, prlncipal, officer, or director of the applicant, is 

not trustworthy. 
b. A controlling person of such applicant is not 

trustworthy to act as a reinsurance intermediary. 
c. conditIons pregent in paragraph "a" or "b- helve glven 

cauae for revocation or 8uspension of a 1 icense, or a person 

referred to in paraqraph "'."' or "b" haa failed to comply with 

any prerequ~site for the issuance of a license. 
upon written request, the commissioner shall furnish a 

written su~~ary ol the basis lor refusal to issue a license. 

which document is privileged and not subj~ct to disclosure 

under chapter 22. 
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6. A llcenged attorney 1n this state ~hen actln9 1n a 
proteialonal capaclty a& an attorn&y is e~empt from the 
requireeents ot this section. 

Sec, 22. N~~ SECTION. 521C.4 REQUIRED CONTRAC7 

PROVISIONS -- REINSURANCE IN~8RKEDIAR~-BROKERS. 
Transactions between a reinsurance intermediary-broker and 

the insurer that the reinsurance intermediary-broker 
repr •• ente In 8deh capaclty shall only be entered into 
pursuant to a written authorilation, specifylng the 
responsibilities of each party. ~he authorization ahall. at III 
CDll\ltnum, contaIn provision,s that gathfy all o( Ute folloflflnq 

requirements: 
1. ~he insurer may ter~inate the authority of the 

relneurance Intermediary-broker at any tlm~. 
2. The reinaurance inter~diary-broker shall render 

accounts to the insurer accurately detailing all material 
transactions. includJng intorC"cltion necessaq' to J:t.upport all 

co~isslons. charges. and othp.r fees received by. or owing. to 
the reinsurance intertt',edlary-broker. and shall remit all fl,nds 

due to the i~sur~r ~!thin thirty ddyS of receipt. 
J. All funds collected for the account of the insurer 

shall be held by the reinsurance intermediary-bro~er in a 
flduciary capacity in a bdnk; as deflned in sectlon 524.103. 

4. The reinsurance intermediary-broker shall comply ~lth 

nct 10n S21C. S. 

5. The reinSUrance intermediary-bro~er shall co~ply with 
the written 9tandard~ established by the insurer for the 

cessIon or retrocession of all riSKS. 
6. The reinsurance intermediary-broker shall disclose to 

the insurer any rp.lationship with any reinsurer to which 

business will be ceded or retroceded. 
Sec. 21. NE'ri SECTION. 521C.S BOOKS AND RECORDS -- RE-

rNSURANC~ INTERMEDIARY BROkERS. 
1. For a minimuo of ten years after e~pit~tton of each 

contract of reinsurance transacted by the reinsurance 

intermediary-bro~er. the reinsurance interm~diary~broKer shall 
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~~ep _ complete record for each transactlon showing all of the 

follo.lng: 

a. The type of contract, limlts, underwritIng 

restrIctlQns. classes or riska. and terrltory. 
b. The pertod of coverage, including eft9ctive and 

e~p.ration dates. cancelkation provisiona, and notic~ required 
of cancellatIon. 

c. Th. reporting and settlement r.quirements of balances. 
d. The rate used to compute the rein.urance pre~Ium. 

•• The namea and addressee of a88u~ln9 reinsurers • 
t. The rates of all reinsurance commiesiona, 1ncludlng the 

commissiona On any retroceS8ions handled by the reinsurance 
intermed1arY-bto~er. 

9. All c~lated correspondence and ~emoranda. 
h. Proof of place~ent. 

1. The details regard1ng retrocessions handled by the 

reinsorance intermediary-broker lncluding the identlty of 

retrocessionaires and percentaqe of each contract assumed or 
ceded. 

j. Plnanclal records, including but not limited to. 
premium and loss accounts. 

k. If the reinsurance intermediacy-broker procure8 a 

reinsurance contract on behalf of a licensed ceding insurer 

one or both of the followin9 shall bA Included in the record: 
(1, 01 rectly troll' any a8Blll!linq reinsurer, wr i thn evidence 

that the a9sumlnQ reinsurer has Agreed to assume the r16k. 
12) If placed throogh a representative ot the aS9um1ng 

reinsurer. other than an ~mplo~ee, written evidence that the 
assuming reinsurer has delegated b1ndlnq authority to the 
representative. 

2. The insurer ha~ ~ ri9ht of aCcesg and the right to copy 

and audit all accounts and recorda maintained by the 
rein8~rance lnter~edlary-broker related to its busine68 in a 

form usable by the insurer. 
Sec. 24, NE'oi SE<:TION. 521C.6 DUTIES OF ltJSORERS 

UTILIZING THE SERVICES OF A REINSURANC£ [NT£RK£OIAR~-8ROKeR. 

VI 
'T' 
(1 -' t1 
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1. An insurer shall not engage the servlces of a person. 

flr~, association. or corporation to act a8 a reinsurance 
intermediary-broker on its behalf unless the person 18 

licensed as required by section S2IC.3, 8ubsection 1. 
2. An ineurer shall not employ an individual who l8 

employed by a reinsurance intermediary-broker with which the 

insurer transacts business. unless such reinsurance 

intermediary-broker is under common control with the insurer 
and subject to chapter S21A relating to the re9ulation of 

insurance co~pany holdin9 systems. 
1. The insurer shall annually obtain a copy of state~enta 

of the financial condition of each reinsurance intermediary­

broker with which the insurer transacts business. 
Bec. 25. NEW SECTION. S21C.7 REQUIRED CONTRACT 

PROVISIONS -- RBINSURANCE INTERMEDIARY-MANAGERS. 
Transactions between a reinsurance intermediary-manaqer and 

the reinsurer that the reinsurance Intermediary-~anager 

repres~nts in such capacity snatl only be entered into 

pursuant to a written contract. specifying the 
responsibilities of each party. which shall be approved by the 
reinsurer·s board of directors. At least thirty days before 

the reinsurer assumes or cedes business through a reinsurance 

intermediary-manager, a true copy of the approved contract 

shall be filed with the commissioner for approval by the 
commissioner. The contract. at a mini~um, shall contain the 

following provisions: 
1. The r&insurer ~ay terminate the contract for cause upon 

weltten notice to the reinsurance intermediary-manager. The 

reinsurer may suspend the authority of the reinsurance 
intetmedlary-~anager to assume or cede business during the 
pendency of any dispute regarding the cause for termination. 

2. Th~ reinsurance intermpdiary-m,lnager shall render 
accounts to the reinsurer accuratp.ly detailing all material 

transactions. includlng information necessary to support all 
conmi9sions, charges. and other tees recelved by. or owlng to 

the reinsurance interm&diary-manager, and shall remit all 
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funds due under the contract to the reinsurer on not less than 

a monthly basis. 
3. All funds collected for the reinsurer's account ahall 

be held by the reinsurance intermediary-manager in a fiduciary 

capacity In a bank which is a quallfl~d Unlted States 

fInancial institution. a8 defined in section 521C.2. The 
reinsurance intermediary-~anager may retain no more than three 

months estimated claims payments and allocated 106s adjustment 
expenses. The reinsurance intermediary-manaqer shall ~aintal" 

a separate bank account for each relnsurer that the 
reinsurance intermediary-manager represents. 

4. for at least ten years after expiration of each 
contract of reinsurance transacted by the reinsurance 

Intermediary-manager, the reinsurance intermediary-manager 
shall keep a complete record tor each transaction showing all 

of the following: 
a. The type of contract, limits. underwriting 

restrictions, classes or risks, and territory. 
b. The perlod of coverage, including ~ffective and 

expiration dates. canceilation provisions and notice required 
ot cancellation, and disposit~on of outstanding reserves on 

covered risks. 

c. The reportinq and settlement requirements of balance8. 

d. The rate used to compute the reinsurance premium. 

•• The names and addresses of reinsurers • 

f. The rates of all reinsurance co~is9ions. includlng the 

commissions on any retrocesslons handled by the reinsurance 

Intermediary-manager. 
q. Any related correspondence and memoranda. 

h. Proof of placement. 
i. The detal1s regardinq retrocesslons handled by the 

reinsurance intermediary-manaqer, as permitted by section 

521C.9. 8ubsection 4. including the identity of 
retroc8ssionair8s and percentaqe at each contract aB9u~ed or 

ceded. 
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j. Pinancial records, l~cludlnq but not ll~lted to, 

prtmium and 1098 accounts. 
k. If the re1nsurance Inter~edlary-manaqer places a 

reinsurance contract on behalf of a ceding lnsurer one or both 
of the following shall be included In the record: 

(1) Directly from any assuming reinsurer, written eyldenc~ 
that the assuming reinsurer haa agreed to assume the risk. 

(2) If placed through a repre8~ntatlve of the assuming 
reinsurer, other than an employee. written eVidence that the 
assuming reinsurer has delegated bindin9 authority to the 
representat lYe. 

S. The reinsurer has a right of access and the right to 

copy all accounts and records maintained by the reinsurance 

intermediary-manager related to its business 1n a form usable 
by the reinsurer. 

6. The contract cannot be aasiqn~d 1n Yhole or i~ part by 

the rein9urance intermediary-manager. 

7. 1'tH~ reins.urance intp.rITlPdiary-nanager shall comply with 

th.e written underwriting and rating lltandards established by 

the insut!}r fot the acceptance. reje~tion. Or ~ession of all 
risks. 

8. The contr .. ~ct shall set forth the rates, terms, and 

purp?ses of cornsnissions, charges, 3'l!j other fees which the 

reUlsurance intermediary-manager m.ay levy against the 

r~lnsurer • 

9. If the contract permits the reinsurance intermediary­

mandqer to settle clai~s on behalf of the reinsurer, all of 

the followlnq apply: 

a. All claims shall be reported to the reinsurer in a 

timely manner. 

b. A copy of the claim file shall be sent to the relnsur~r 

at its request or as soon as j t beCOmes "no\tn that the clai.m 
meets any or all of the fo)lowinq conditions: 

(l) The clairo hds the potential to e~ceed the lesser of an 

amount determined by the co~~issioner or thp. limit Ret by the 

reinsurer. 

(2J The cLai.t:\ tnvo1 ... es .! coverage dispute. 
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(l) 'l'h~ c1aJm ro3)' exceed the clalf1'1s settlement author1ty 

of the reinsurance int&rm&diary-man4ger. 

(4) The claim is op~n for ~ore than six months. 

(5) The claim is clos~d by payment of the lesser of an 

amount set by the commissioner or an amount set by the 
reinsurer. 

c. All claim files 8n411 be the joint property of the 

rein8Yeer and reinsurance interoediary-manAqer. However, upon 

an order of liquidation of the relnsurer the tiles shall 

become the 601e property ot the reinsurer or its estate. The 

reinsurance Inter~edJary-manaqer shall have re~sonable access 

to and the riqht to copy the fl1es on d timely baais. 
d. Any settlement Authority qranted to the reinsor4nce 

1ntermediary-manaqer may be terminated for cause upon the 

reinsurer's written notice to the relnsuranc~ jnt&r~edJary­

manaqer or upon the ter~ination of the contract. The 

reinsurer may suspend t~e settlement authorjty during the 

pendpncy of the dispute req,Hdinq tile C4iuSP of tenftination. 

10. If the contract provides e:or a Ilharinq of interim 

profits by the reinsurance intetmediary-manaqer, Lnterim 

profits shall not be paid until one year after the end of &dch 

underwrit1ng period for property insurance business and fjve 

years after the end of each underwritin9 period for casualty 

inauranc9 business, or a later p~rtod as detet~ined by the 

commissioner for each type of ln~urance, but in no case unt11 

th@ adeqUACY of reserves on rema1ninq clai~s has been verified 

pursuant to section S21C.9. subsection 3. 

11. 1'he relnsurance lntetll'.ediary-manaqer shall annually 

provide the reInsurer with a statement of its financial 

condition prepared by an independent certified accountant. 

12. The re1nsurer shall periodically, but not less than 

semiannually, conduct an on-site review of the under~rltln9 
and c1ai~s processing operations of the re.nsurance 

inter~ediary~~anager. 

13. The reinsurance Intermediary-mana~er shall disclose to 

the reinsurer any relationShip the reinsurance intermediary-
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manager ~aa with any insurer prIor to ceding or a9suming any 

businesB with the insurer pursuant to this contract. 
14. ~he acts of the reinsurance intermediary-manager are 

deemed to be the acts of the reinsurer on whose behalf the 

relnsurance intermediary-manaqer is actinq. 
Sec. 26. NEW SECTION. 521C.8 PROHIBITED ACTS. 
The reinsurance intermediary-manager shall not do any of 

the following: 
1. Bind retrocessions on behalf of the reinaurer, except 

that the reinsurance intermediary-manager ~ay bind facultative 
retrocesslons pursuant to obligatory facultative agreements if 

the contract with the reinsurer contains reinsurance 
underwriting guidelines for such retrocessions. The 
guidelines shall include a list of rein9urers with whic~ the 
automatic agreements are in effect, and tor each reinsurer. 

the coverages and amounts or percentages that may be 

reinsured, and commission schedules. 
2. COrT'tnit th~ r~insurer to participate in reinsurance 

syndicates. 
3. Appoint any producer without assuring that the producer 

is licensed to transact the type of reinsurance for which the 

producer is appointed. 
4. Without prior approval of the reinsurer, payor conmit 

the reinsurer to pay a clalm, or a net amount of 
retrocessions, that exceeds the lesser of an amount specified 

by the reinsurer or one percent of the reinsurer's 
policyholder'S surplus as of Oecember 31 of the last complete 

calendar year. 
s. Collect any payrr.ent from a retrocesslonaire or commit 

the reinsurer to any claim settlement with a retrocessionaire, 
without prior approval of the reinsurer. If prior approval is 

qiv~n, a report must be pro~ptly forwarded to the reinsurer. 
6. Jointly employ an individual who is employed by the 

reinsurer. 
1. Appoint an agent of a reinsurance inter~ediary-manager. 
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Sec. 27. ~C~. 521C.9 DUTIES OF REINSURERS 

UTILIZING THE SERVICES OF A REINSURANCE INTERHEOIARY-MAN~GER. 
1. A reinsurer shall not engage the services of a person 

to act as a reinsurance intermediary-manager on its behalf 
unless the person is licensed a8 required by sectlon S21C.l, 

subsection 2. 
2. The reinsurer shall annually obtain a copy of 

atatements of the financial condition of each reinsurance 
Intermediary-manager vhom the reinsurer haa engaqed pursuant 
to subsection 1. The statements ot financial condition shall 

be prepared by an independent certified accountant in a form 

acceptable to the commissioner. 
J. If a reinsurance lntermediary-~anager establishes 108S 

reserves, the reinsurer shall annually obtain the opinion of 

an actuary attesting to the adequacy of loss reserves 
established for losses incurred and outstandinq on business 
produced by the reinsurance intermediary-manaqer. This 

opinion shall be In addition to any other required loss 

reserve certification. 
4. Bindinq authority for all retrocessional contracts or 

participation in reinsurance syndicates shall rest with an 

officer of the reinsurer who shall not be affiliated with the 

reinsurance intermediary-manager. 
5. Within thirty days of termination of a contract with a 

reinsurance intermed1arY-Manager, the reinsurer shall provide 

written notification of the termination to the commis9ioner. 
6. A reinsurer shall not appoint to its board of directors 

any officer, director. employee. controllinq shareholder, or 
an agent of a producer of its reinsurance intermediary­

manager. This subsection shall not apply to relationships 

qoverned by chapter 521A relating to the regulation of 
insurance company holding systems or, if applicable. governed 

by chapter 510A relating to the regulation of producer 

controlled property and casualty insurers. 
Sec. 28. NEW SECTION. 521C.10 EXAMINA710N AU7HORltY. 
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1. A reinsurance intermedlary i8 subject to examination by 

the commissioner. The comm18&ioner ahall have access to all 
boo_s, bank accounts. and recorda of the reinsurance 
lntermedldfY in a torm usable to the commissioner. 

2. A reln9~rance intermediary-manaqer ~ay be exa~lned as 
if it verB the reinsurer. 

Sec. 29. NEW SECTION. 521C.ll PBPA~TrBS AND LIABILITIES. 

1. A reinsurance intermediary. insurer, or reinsurer found 
by the commis8ioner, atter a hearln9 conducted in accordance 
with chapter l1A, to be in violation of this Chapter is 
subject to one or more of the following: 

a. For each separate violation, a clvil penalty in an 
amount not exceeding ten thousand dollars. 

b. Revocation or susp~n91on of the license of the 
reinsurance lnter~~diary. 

c. If a violation was co~itted by the reinsurance 
intermediary. restitution by the reinsurance intermediary to 

the insurer, reinsllrcr. f~habilitcltor. or liquld'ltor of t.he 
lr\surer or reinsurer for th~ net losses incurred by the 
insur~r or reinRurer attributable to t~~ violation. 

2. A docision. d~termination, or order of the commissioner 

trlilde or entered pursuant to subs~ction l is sl.bject to 
judicial revie~ pursuant to chapter 17A. 

J. Thl!! section does not at'tect the right of the 
CO~i8sioner to impose any other penalties provided in Title 

xx. 
4. this chapter shall not in any manner limit or restrict 

the rights of policyholders. claimants, creditors. or other 
third parties. or confer any riqhts to such persons. 

Sec. 30. ~~~~~. S21C.l2 RUt.eS. 

The com.-""ILssioner mdy adopt rules, purSubnt to chapter 17A, 

as necessary or convenient for the administration of this 
chapter. 

DIvrSION 'I 

Sec. 31. Section SOS.4, Code 1991, is amended by adding 
t~e follo .... inq new unnumbered paraqraph: 
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NEW~NUM~ER[O PARAGRAPH. ~he commissioner may appo1nt 4 

deputy commissioner for superv1sion whOm the commissioner may 
appoint a9 9upervisory or special deputy pursuant to chapter 

S07C and who shall perform such other duties a8 may be 
4ssiqned by the CO~lB8ioner. The deputy commissioner tor 
supervision shalL receive a salary to be tixed by the 
CO~i981oner. The deputy commlssioner for 8upervislon shall 

be an exempt e~ployee under tection 19A.l, subsection 17. 
Sec. 32. Section SO~.7, Code 1991, is a~ended by addinq 

the following new unnu~bered paragraph: 

~~ UNNUMBERED PARAGRAPH. The annual salaries of the 
deputy commissioner for supervision and the chief e~am1ner 
appointed p~r9uant to sBction SOJ.4A shall be e.penses of 

examination of insurance co~panies and shall be charqed to 
insurance COMpanies examined on a proportionate basis a8 
provided by rule adopted by the commissioner. Ins~rance 

companies ~~amlned shall pay the proportion of the salaries of 

the deputy cOlIWissioner tor supervision and the chief examin~r 
charged to them a& part of the costs of examination as 
provided in s~ction 507.8. 

Sec. n. NE"~ SECTI~. 507.4A CHIEf EXAMINER. 
The commissioner may appoint a chief examiner who shall 

supe~vi5e insurance company examinations and perform such 

other duties as may be assiqned by the co~is8ioner. The 
chief examiner shall receive a aalary to be fixed by the 
commissioner. The chief examiner shall be an e~empt employee 
under $ection 19A.3, subsection 17. 

Sec. 34. Section S07.14, Code 1991, is amended by addin9 
the followin9 ne~ unnumbered paraqraphs: 

NEW UNNUMBERED PARAGRAPH. A report of an e.amination of a 
domestic or foreiqn insurer wh1ch is preliminary under the 

rules of the division is not a public record under chapter 22 
except vhen souqht by the insurer to Which the report relates 

or an insurance regUlator of another 9tat~. and Is privileqed 
and confidential in any Judicial or adminlstratlve proceed'nq. 

til 
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NEI'f UNNUlie£REO PARAGRAPH. A tinancial statement ~iled by 

an employer self-insuring workera' co~penaation liability 
pursuant to section 81.11. or the working papers of an 

examiner or the division in connection with calculating 
appropriate s~curlty and reserves for the self-insured 

employer ~re not public records under chapter 22 except when 
SOu~ht by the employer to which the financial statement or 

working papers relate or an insurance or workers' compensatlon 
self-in8uranc~ regulator of another atate. and are privileged 

and con!tdentJal In any judicial or adminJstrative proceeding. 
The financial information of a nonpublicly traded employer 
which self-insures for workers' compensation liability 

pursuant to section 87.11 is protected as proprietary trade 
secrets to the extent consistent with the co~mis8ioner'5 
dut1es to oversee the security of self-insured workers' 
compensatJon liability_ 

Sec. lS. Section 507C.12. Code 1991. is amended by ad~ing 

the fnl1o'.dng unnumbc-red paraqraph: 

~~,!~NU.HBERED.~ARAGRAP~. If the petition a11(>q~s t.hat 
extraordinary circumstances exist and that there is imminent 
substantial risk to the insurer's solvency if the insurer is 

not ilMtcdiately placl!'d into rehabili.tation. the court IT\ay 
iSSIlP., ex parte and Without a hearin~, the requp.sted order of 

rehabi.litation. An insurer subject to an ex patte order under 
this saction may petition the court after the issuance of the 

order for a hearinq and revi.ew of the order. 7hc court shall 
hold the hearing and revie~ not more th~n titteen days dfter 

the request, A heari.ng under this section may be ~eld 
privately in c~al'l'lbers. upon the request of the insurer. the 

hearing shall bo,! held privdtely tn c~lambp.rs. 
Sec. 36. Section 508.11. subsection ~J, Code \991. 15 

amp.nded to read as follo~s: 

43, AI! other intor~ation dS requIred by the national 

associ.ation of insurar\ce cOMi9sioners' an01Jal stAtenent 

blank.. The an~ual statecnent bl~nk shal.!.~repared in 

dccordance wi tho i nst (u.ct ions pr~ ibed~~e conut'.iss.ioner. 
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~!"! __ JJnancial information reflected in the a.nnual ~ort 'hall 
be kept and prepared In accordance with accounti.n~~ctices 

~ocedures prescr tbed bv the COl'bmiS6ioner. Th.~ 

commissioner may adopt by reference the annual statement 

hand~ook and the accounting practices and procedures manual of 

t~e natio~al association of insurance comm1ssioners. 
Sec. 31. Section 508e.8. Code 1991. is amended by addinq 

the follow~nq new subsection: 

~£W SUBSECTION. lA. It a domestic, foreign, or alhn 
Insurer is an 1nsolvent insurer. subject to the approval of 
the comm1ssioner, the association shall: 

a. G~arantee. a9sum~, or reinsure, or Cau9l!' to be 
quaranteed, assumed, or reinsured the covered policies of the 
insolvent insurer. 

b. Assure payment of the contractual obliqations of the 
insolvent insurer. 

c. Provide moneys. pledges. notes. guarantees. or othet 
means as reason<lb1.y nec~ssary to dlscharqe thp. duties 
descritll~d in this subsection. 

Sec. 38. Section 511.8, Code 1991, is amended by adding 
the [0110..,1ng new unnumbered paraqraph after unnumbered 
paraqraph 1: 

NE~.UNN~~8£R~O PARAGRAPH. The inveatment proqrams 
developed by companies, shall take into account the 9afety of 
the company'B princIpal, investment yield and retutn, 
stability in the value of the investment, and liquidity 

necessary to meet the company's expected business needs and 
investment diversif1catlon. 

Sec. 39. Section 5140.15. Code 1991. is amended by 

striking th~ section and ingertinq in lieu thereof the 
follolJing: 

5148.25 Fr~ANC[ALLY IHPAIR£D OR INSOLVENT HEALTH 
MAINTENANCE ORGANIZATIONS. 

The provi9ion9 of chapter 507C shall apply to health 
maintenance organizations. vnLch shall be considered in~urets 

for the purposes of chapter 507C. 
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Sec. 40. Section 515.35. subsection 4. paragraph e, Code 

1991, Is dmeftded by adding the follo~ln9 new unnumbered 

paragraphl 
NEW UNNUMBERED PARAGRAP~. Aq9re~at~ 1"vest~ents in below 

investment qrade bonds ahall not exceed elve percent of 
assets. 

Sec_ 41. S&ctlon 515.63, unnumbered paragraph 16. Code 

1991. ia amended to read as follows: 
Fifteenth -- All other 1nformation 4e requIred by the 

national association of 'n8u~ance comm!ssJoners' annual 
statement blank. The annual state~ent blank shall ~~~!ed 
1n accordance w1~h instructions prescribed by the 
c~t'VI\usioner. All fInancial tnforrr.atlon reflec.~-L~ the 

annual report shall be kept and prepared in accor~ance witn 
accountIng practices and procedures prescribed by...!.t.!! 

cOlnndss1oner. The coltlfftis.~~ ",ay ad~~~.!.!!.!.!..~nce the 

~L...!!~ tem!nt _ handbook ~~he acc~u~!.!l9._.E.!~c~.~..£.~ and 

e.! oc~~~~.....!!.a.!'l.!!~!......2f......~.~.~t i ona 1 .. ~2c i~ t. i 0.!L!?~ i n~.~!..!~nc~ 

~_IM'I~!Jsi2.'!~.! 
Sec. 42. Section 515.119. Code 1991, l5 amendp.d by 

strikinq th~ section and inserting in lieu thereof the 

(allowing: 
515.L19 CU~PLIANCB WITH LAW -- CHANGE OF AR~]CLES. 
An insura.nce comp31,y organized under this chapter. or doinq 

businesS in, this state. or any forei9" or alien company do1ng 
b~siness in this stat~. shall confor~ to the provisions of 
t~is chapter and all other laws of this state applicable to 

the insurance company. 
Sp.c. 43. Section '::Il'::lH.2. subseetion l. unr\umbered 

paragraph 2. Code 1991. is amended by striking the paraqraph 
ar,d insert i.n9 ion Heu thereof the tolloW"i rlq: 

lA. "Coverl?d claim" does not incllJdp. any I\m()lwt as 

(Qtlowa: 
a. That is due any reinsurer. insurer, insurance peol, 

underwritinq association. or ott\p.r group assuminq InsurctnC'P 

risks, as stJbroglt ti on , c')ntribut1on. or indemnity recoveries, 

or otherWlse. 
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b. That constitutes the portion of a claim that 1s within 

an inaur~d's deductible or self-insured retention. 
c. That is a clai~ for unearned premium calculated on a 

retroape~t.ye basia, experience-rated plan. or pre~iu~ 9~bject 
to adjustment after termination of the pellc,·. 

d. That is due an attorney. adluster. or witnesa aa fees 
for services rendered to the inaolvent insurer. 

e. That is a fine. penalty. interest, or punitive or 
exemplary damages. 

f. That constitute~ • claim under a policy lssued by an 
1nsolvent inaurer with a deductlble or self-insured retention 

of two hundred thousand dollars Of more. However, such a 
claim shall be considered a covered claim. if as of the 
deadline set for the filing of ctaims a9ainat the inaolvent 
insurer of its liquidator, the insured ia a debtor under 11 

U.S.c. 5 70, et seq. 
Notwithstandinq the lettered paraqraphs of tnis subsectJon. 

a person is nClt prevented from pr~s~nting a nont:overed claim 
to the insolvent insurer or its liqllidatot, but the noncovered 

claim shall not he asserted against any other person, 
including the person to whor'Q benefits were paid or the insur~d 

of thE.' Insolvent ln9tJrer. except to the extent that the claim 
is outside the coverage of the policy issued by th& 1nsolvent 
1nsueer. 

Sec. 44. Section SlSB.S. subsection 2. Code 1991, is 

amended by addinq th~ follo~jn9 ne~ paragraph: 
NEW P~AGRAPH. h. Request that all future pay~ents of 

~orkees' compensation veekly benefits. medical exp&nses. or 
other payments under chapter 85, ElSA. 858, 86, or 87 be 

cOJl\/'l1uted to a present lump 9Ur.:1 and upon the pa}'ment of ~hich, 

eithee to the claimant or to a licensed insuree (oe purchase 

of an annuity or other period.c payment plan fer the benefit 
of the claimant, the employer and the a9sociation shall be 

di9char~ed from all further liability for the workers' 
compensation claim. Notwithstanding the provisions of sectlon 

85.45, any future payment of medical expenses, weekly 

t/ .. 
(J 
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compensation benefHs, or other payment by the assoclatlon 

under this chapter pursuant to chapter S~. 6SA, 858, 86, or 
87, i9 deemed an undue expense, hardship. or inconvenience 

upon the employer for purposes of a full commutation pursuant 

to section 6S.45, subsection 2, and the industrial 
co~~issioner shall fix the lump sum of the probable future 
medical expenses and weekly compensation benefits capitalized 

at their present value upon the basis of interest at the rate 

provided in section 535.3 for court judgments and decrees. 

Sec. 45. Sectlon 5158.9. subsection 1. COde 1991. i9 

amended to read as follows: 
I. Any person having a claim under another policy. which 

clai~ arlses out of the same facts which give rise to a 

covered claim. ~hali-~e is first required to exhaust the 
person's right under the policy. Any amount recovered or 
recoverable by a person under another insurance policy shall 
be credited against the liability of the association under 

!Jection SI58.5. subsection 1. paragraph "a". for purpofl.e!l of 
thifl. section. another insurance policy means d policy issued 

by any insurance company. whether a member insurer or not, 
.... hich policy insures against any of the types of risks set­
forth_tn_seetton_St5T.8T_exeept_t~ose_types_ot_ris~~_set-fort~ 

t~_~eetton_5i~~4e7_~~b!eetto"_5T_para~raph_UaQT_e~d in~~~~ 

i!...1'! insurance co!"pany au~horhed to wr ite i",~~ce unde!. 
£~apter 515, S!6A, or 5~O, or cOa\pardble statutea of anothe~_ 

state, except those types of risks set forth in chapters 508 

and S14. 
Sec. 46. Section S16A.l. unnumb~red paragraph 2, Code 

1991, is amended to read as follows: 
An insurer's insolvency protp.ction s~a:U-be ~ appli.cable 

only to accidents occuccin<j durinq a policy period 1n which 

its insured's uninsured Motori5t coverage is in eff~ct and 
only if the liability Insurer of the tort-feasor is insolvent 

at the time of such an accident or-beeOl"'le8-tnso!yel\t- wttht-1\ 

o"e-,ear-nfter-~~eh-an-eeeteent. 
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Sec. 47. Section 51S.17. Code 1991. ls amended by adding 

the following new unnumbered paragraph: 
NEW UNNUMBERED PARAGRAPH. Reinsurance coverage obtained by 

a county mutual insurance aS90ciation shall not expose the 
association to a loss of more than fifteen percent from 

surplu9 in any calendar year. 
Sec. 4S. Section 52lA.2, subsection 3, paragraph a, 

unnu~bered paragraph 1, Code 1991. is a~ended to read as 

tallows I 
Invest. In common stock. preferred stock, debt obliqations. 

and other securities of one or more subsidiaries, amounta 
which do not exceed the_ lesger of ten percent of the ~~er's 
~'!"ts or fifty percent of the insurer's surplus as reqards 

policyholders, if after the investments the insurer's surplus 
as regards policyholders vill be reasonable in relation to the 

insurer's outstandinq liabilities and adequate to its 
financial needa. In calculatinq the a~ount of "the 
invp.stmp.nts, invest~ents in domestic or foreign in~urance 

subsidiaries shall be excluded and both of the following shall 

be included: 
Sec. 49. Section 521A.J, subsection 4, p.aragraph b. Code 

1991. 1s aMended to read as follows: 
b. The publiC hear ing referred to in paraqraph "a" &'-thh 

~ubseetio" $hall be held within thirty days aft~r the 
statement required by $ubsection 1 cf-t"i~-~eetton is filed. 

and at least twenty days' notice t-hereof ~~~~blic hearing 
shall be qiven by the commis$ioner to the person tilinq the 

statement. Not less than seven days' notice of stleh !.he 
public hearing shall be given by the per50n filing the 
statement to the insurer and to such other persons as may be 
designated by the commissioner. 'he-insurer-~~~ii-qiye-~~e" 

l\ottee-to-t-t~-~ee~~ttyhoidersT The co~~issioner shall make a 
determination within thirty days after the conclusion of ~ueh 

the hearing. At s~eh the hearinq, the person tiling the 
statement, the insurer, any person to whom notice of hearinq 
was sent, and any other person whose interests may be affected 
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thereby ahall have the riqht to present evidence, examine and 

Cr09!-exa~tne vltneaae9, and offer oral and wrltten ar9u~ent9 
and 1n connection therewith shall be entitled to conduct 

discovery proceedln99 in the same ~anner aB is presently 
dllowed in the district court of this atate. All discovery 

ptoceedln9B shall be concluded not later than three days prior 
to the commencement ot the public hearin9' 

Sec. SO. Section 521A.), SU~gectjon 5, COde 1991, 1. 
a~ended by strIking the subsection. 

Sec. SI. SectiQn 521A •• , sUbsection 2. unnu~befed 

paraqraph 1, Code 1991, 19 amended to redd as tollovs: 

Every insurer sub1ect to reqlstratlon shall tile a 
r89istratlon ~tateMent on a form prc.i4ed E£!9crib~ bV the 

co~is&loner, which mA~a form provided_~~~! 
&asociation of insurance commiasioners. which snall contaJn 
current 1nfor~&tion aboutl 

Sec. S2. Section S2lA.4, subnection 2, paragraph c, Code 
1991, is atl'_endp.d by addi.ng thp followinq new subparagraph: 

~~~.-.!.UBPARAGRAPH. (8) Consolidated tax allocation 
agreements. 

Sec. 53. Section 52lA.4. CQd~ 199i, is amended by adding 
the following new subsection: 

NEW SUBSECTION. lA. REPORTING OF DIVIOENDS TO 
SUMEHOLDERS. Subject to s@ction S21A.S, subsection 1, a 
registered insurer shall report to the eo~issioner all 

diVidends and other diatributions to shareholders within 
fifteen days folloving the declaration of the dividends or 
distributions. 

Sec. 54. Section 52lA.S, subsection l~ paragraph b, 
unnumbered paragraph 1. Code 1991, is all'\endecl to read as 
follows t 

A domestic insurer and a person in its holding company 
system shall not enter into any of the followinq tran$actions 

between each ot"er inyolvln'1 ar'lOunt9 equd.l to or excetoding the 
qteatet ~ of live p~rcent of the insurer'g admitted 

assets or t\lenti'-five percent of the surplus as reqacds 
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policy~Qlders as ot the ne~t pr~cedin9 December 11, unl~ss the 

d~~estic insucer notifies the comoJssioner in writing of its 
intention to enter into th~ trdnsaction at leAst thirty days 

prior to enterin9 into the transaction or within a shorter 
tim.e permitted by the cOtT\tlltss!oner and the- cotlJ'l'liss!oner has 
not disapproved of the transaction within the tJme period: 

Sec. 55. Section 521A.10, Code 1991, is a~ended by ~ddin9 

the follo~inq new subsectiont 

NEW SUBSECTION. l~. a. A director or olficer o! an 

insdrance holding company aY$tem ~ho does any of the following 
is subject to the civil penalty 1~po8ed under paraqraph Nb~: 

(i) Knowingly partiCipates in or assents to tranaactions 
or invest~entB which have not been properly reported or 

sub~itted pursdant to section S21~.4 or section 521A.5, 
sdbsection 1. paragraph "b". 

(2) Knowingly permits any of the offic~rs or agents or: an 
insurer to engage tn transactions. or make 1nve9tments which 

have not be~n properly reponed or SUbmitted plJtsuant. to 
section 'j21A.4 or section 521A.S. subsection 1. paraqcaph "b". 

(3) Knowingly violates a~y other provision of this 
chapter. 

b. An offIcer or director of an insurance holding company 
system 1o'ho r:oavnits any of the acts or omissions listed in 

paraqraph "a" shall pay, in the person's Individual capacity, 
a civIL penalty of not more than one thousand dollars per 
Violation, 4fter notice and hearing before tbe commissioner. 
In determining the a~ount of the civil penaltYr the 

comoissioner shall take into account the appropriatene9~ of 

the penalty w~th respect to the gravity of the violation, the 

hlstory of previous violations, and such other matters as 
jusUce m.ay require. 

Sec. 56. Sect.ion 52lA.lfl, Code 1991, is amended by adding 
the following new subsectionl 

NEW SUBSECTION. •• ~ director or officer, or employee of 

an insurance holding company ayBtelll who willfully and 

knowingly subscribes to or ~ke9 or causes to be made any 

C/) 
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false 9tatements. false reports. or false filings with the 

intent to deceive the commissioner In the performance of the 
commissioner's duties under this chapter is guilty of a class 

"0" felony. Any finu imposed shall be paid by the dlrector. 

officer. or employee in the person's lndividua1 capacity. 
DIVISION VI 

S.c. 51. Section 507.12, Code 1991, is a~ended to r.ad as 

follows: 
501.12 PROCEDURE AGAINST LIFE COMPANIES. 
In case of companies organized under the provisions of 

chapter SOB. ,aid the officers shall proceed 419 provided in 

sections SBe.ii-to 508.18 and 508.19. 
Sec. ';8. Section 506.19, Code 1991. is amended to read aa 

follows: 
508.19 SECURITIES. 
The securities that are on deposit of a defaultinq or 

insolvent company, or a co~pany against which proceedings aro 

pending under ~eeeioM-SeBTiy-e"d ~~_£.!:~_<2.!! 508.18. s}lall VPost 
in the state for the benefit of all policyholders of the 

company. 
Sec. 59. Section 51l.8. ~ubsection 16, unnumbered 

paragraphs 2 and 4. Codp 1991, are amp-nded to read as follows: 

The securities compdsinq the deposit of a company or 

association against which proceedings are pending under 
seetio"a-588~i~-a~d section S08.1B shall vest in the state for 

the benefit of all policyholders of the company or 

association. 
Co~panies or associations having securities or title to 

real estate on deposit with the commission~r of insurance 
shall have the ri9ht to collect all dividends, interest, rent, 

or oth~r income th~r~n~ ~!Q~ the ~~posit unless proceedings 

aqain!Jt stteh the company or c1:>sociation are pendinq under 
!leehoM-1j98~H-a~d ~~!! SOB. lB. in which event lh~ 

commissioner shall collect such interest, dividends, rent, or 

other income and add the same to the deposit. 
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Sec. 60. Section 511.8, subsection 21, paragraph b. 

subparagraph (l), Code 1991, is amended to read u follows! 
(3) Set forth provisions that custodian agree~ents 

executed between custodian banks and insurers ahall contain. 
These ahall include provi8ions stating that minimum deposit 

levels shall be maintained and that the parties agree 
securities in deposits wlth custodian banks shall veat 1n the 

state in accordance with 8eetio~.-598~ll-.ftd section 508.18 
whenever proceedings under tho8e-seetio~9 that section are 

instituted. 
Sec. 61. Sections 501.11, 508.17, 510.1, and 515.85 

through 515.87, Code 1991, are repealed. 
DIVISION VII 

Sec. 62. Sections 1 throuqh 9, the model managing general 
agents Act, dlvislon I of this Act. take effect July 1. 1991. 

An insurer shall not continue to utili2e the services of a 
managing qeneral agent on or' after July 1, 1991. e)(cept as 

otherwise provided in the Act. unless such \ltiliz.ltion is 1n 
compliance with division I of this Act, reqacdless of the date 

on which the original contract was entered into with the 
managing general aqent. An insurer which on the effective 

date of this Act has 1n effect a contract with a managing 
general agent shall give written notification to the 

CO~~i99loner of the name of the ~anaging general agent and the 
relationship between the insurer and the managinq general 
agent within thirty days of the effective date of this Act and 

shall comply vith sections 1 through 9 of this Act within 

thirty days of the effective date of rules adopted by the 
commissioner Implementing the manaqing general agent9 Act. 

Sec. 63. SecHons 10 through 13, the producer controlled 

property and casualty insurer Act, division II of this Act, 
take effect July 1, 1991. An 1nsurer or producer subject to 
division II of this Act shall not continue, renew. or inltiate 

a contract. or place business on or after July l, 1991, unless 
in co~pliance with d1vis10n I] of this Act, regardless of the 

date on which the original contract was entered into between 

the parties. 
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Sec. 64. Sections 14 through 18, the model credit for 

reinsurance Act, division III of this Act, shall apply to all 

cessions and retrocessions under reinsurance agreements with 

an inception, anniversary, or renewal date not earlier than 

six months after the effective date of this Act. 

Sec. 65. Sections 19 through 30, the reinsurance 

intermediary model Act, division IV of this Act, take effect 

July 1, 1991. An insurer or reinsurer shall not continue to 

utilize the services of a reinsurance intermediary on or after 

July 1, 1991, unless utilization is in compliance with 

division IV of this Act. 

JOE J. WELSH 

President of the Senate 

ROBERT C. ARNOULD 

Speaker of the House 

r hereby certify that this bill originated in the Senate and 

~s known as Senate File 518, Seventy-fourth General Assembly. 

JOHN F. DWYER 

~£4 Secretary of the Senate 
Approved _~ ___ c/u-(-...:..:...: __ (.:.../_, 1991 

TERRY E. BRANSTAD 

Governor 


