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S.F. ~~~ H.F. 

1 Section 1. Section 507.1, Code 1991, is amended by 

2 striking the section and inserting in lieu thereof the 

3 following: 

4 507.1 PURPOSE -- DEFINITIONS. 

5 1. The purpose of this chapter 1S to provide an effective 

6 and efficient system for examining the activities, operations,. 

7 financial condition, and affairs of all persons transacting 

8 the bIlsiness of insurance in this state and all persons 

9 otherwise subject to the jurisdiction of the commissioner. 

;0 'fhe chapter is intended to enable the commissioner to adopt a 

l1 flexible system of examinations which directs resources as 

12 deemed appropriate and necessary for the administration of the 

13 insurance and insurance-related laws of this state. 

14 2. As used in this chapter, unless the context otherwise 

15 requires: 

IS a. "Commissioner" means the commissioner ins:Hance of 

17 this state. 

18 b. "Company" means any person engaging 1n or proposing or 

10 attempti~g to engage in any transaction or kind of insurance 

20 or surety busiIless and any person or group of ?e~sons who may 

21 otherwise be subject to the administrative, regulatory, or 

22 tdx;.ng authority of the comrr.issioner. 

23 c. IIDivision" means the division of insurance o~ the 

24 department of commerce. 

25 d. "Examiner" means any individual or firm authclrized hy 

26 the commissioner to conduct an examination purs·"ant to this 

n chapter. 

28 e. "Insurer" illcludes all companies or associa~ions 

29 organized under chapter 508, 511, 512A, 512B, 514, 514B, 5:5, 

30 515C, or 518A, associations subject to chapters 518 and 520, 

31 and companies or assoc1ations admitted or seeking to be 

32 admitted to this state under any of those chapters. 

33 f. "Person" means any 1ndividual. agg~egation of 

14 individuals, trust, association, partnership, or corporation 

35 or an aff:liate of any of these. 
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1 Sec. 2. Section 507.2, Code 1991, is amended by striking 

2 the section and inserting in lieu thereof the following: 

3 507.2 AUTHORITY, SCOPE, AND SCHEDULING OF EXAMINATIONS. 

4 1. The commissioner or any of the commissioner's examiners 

5 may conduct an examination under this chapter of any company 

6 as oEten as the commissioner deems appropriate, but at a 

7 minimum, shall conduct an examination of any domestic insurer 

8 licensed in this state no less than once every five years. In 

9 scheduling and determining the nature, scope, and frequency of 

10 the examinations, the commissioner shall consider such matters 

11 as the results oE financial statement analyses and ratios, 

12 changes in management or ownership, actuarial opinions, 

13 reports of independent certified public accountants, and other 

14 criteria as set forth in the examiners' handbook adopted by 

15 the national association of insurance commissioners and in 

16 effect when the commissioner exercises discretion under this 

17 section. 

18 2. For purposes of completing an examination of any 

19 company pursuant to this chapter, the commissioner may examine 

20 or investigate any person, or the business of any person, 

21 insofar as the examination or investigation is, in the sole 

22 discretion of the commissioner, necessary or material to the 

23 examination of the company. 

24 3. In lieu of an examination under this chapter of any 

25 foreign or alien insurer licensed in this state, the 

26 commissioner may accept an examination report on the company 

27 as prepared by the regulatory authority for insurance for the 

28 company's state of domicile or port-of-entry state until 

29 January 1, 1994. Thereafter, such reports shall only be 

30 accepted if the regUlatory authority was at the time of the 

31 examination accredited under the national association of 

32 insurance commissioners' financial regulation standards and 

33 accreditation program or the examination is performed under 

34 the supervision of an accredited regulatory authority or with 

35 the participation of one or more examiners who are employed by 
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1 the accredited state and who, after a review o~ the 

2 examination work papers and report, state under oath that the 

3 examination was performed in a manner consistent with 

4 standards and procedures required by their insurance 

S department. 

6 Sec. 3. Section 507.3, Code 1991, is amended by striking 

7 the section and inserting in lieu thereof the following: 

8 507.3 CONDUCT OF EXAMINATIONS. 

9 l. Upon determining that an examination should oe 

10 conducted, the commissioner or the commissioner's designee may 

11 issue an examina[ion warrant appointing one or more examiners 

12 to perform the examination and instructing them as to the 

13 scope of the examination. In conducting the examination. the 

14 examiner shall observe those guidelines and procedu:es set 

IS forth in the examiners' handbOOk adopted by the nat~onal 

16 dssociation of insurance commissioners. The commissioner may 

17 also employ other guidelines as the co~Ttissioner deems 

18 appropriate. 

lY 2. A company or person from whom informati,)n is sought and 

20 its officers, directors. and agents shall prov.de t" the 

21 examiners appointed under subsection 1, timely. convenient, 

22 dnd free access at all reasonable hours at Its offices to all 

23 b"Oks. records, accounts, papers. documents, dnd any or all 

24 compllter or other recordings relating to the proper~y, assPts, 

25 bllsiness, and affairs of the company being examined. The 

26 officers, directors, employees, and agents of the c,)mpany or 

77 person shall facilitate the examination and aid in che 

28 examination 50 far as it is in their power to do so. The 

29 refusal of any company, by its officers. directors, employees, 

30 Or agents, to submit to examinations or to comply weth any 

31 reasonable written request of the examiners is grounds for 

12 suspension or revocation of, or nonrenewal cE, any license or 

33 authority held by the company to engage in the business of 

34 insurance or other ~usi~ess sub:ect to the corr~issioner's 

35 jurisdiction. Should a company decline or refuse to submit to 
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1 an examination as provided in this chapter, the commissioner 

2 shall immediately revoke its certificate of authority, and if 

3 the company is organized under the laws of this state, the 

4 commissioner shall report the commissioner's action to the 

5 attorney general, who shall immediately apply to the district 

6 court for the appointment of a receiver to administer the 

7 final affairs of the company. 

8 3. The commissioner or any of the commissioner's examiners 

9 may issue subpoenas, administer oaths, and examine under oath 

10 any person as to any matter pertinent to the examination. 

11 Upon the failure or refusal of any person to obey a subpoena, 

12 the commissioner may petition a court of competent 

13 jurisdiction, and upon proper showing, the court may enter an 

14 order compelling the witness to appear and testify or produce 

15 documentary evidence. Failure to obey the court order is 

16 punishable as contempt of court. 

17 4. When making an examination under this chapter, the 

18 commissioner may retain attorneys, appraisers, independent 

19 actuaries, independent certified public accountants, or other 

20 professionals and specialists as examiners, the reasonable 

21 cost of which shall be borne by the company which is the 

22 subject of the examination. 

23 5. This chapter does not limit the commissioner's 

24 authority to terminate or suspend any examination in order lo 

25 pursue other legal or regulatory action pursuant to the 

26 insurance laws of this state. Findings of fact and 

27 

28 

29 

30 

conclusions 

prIma Eacie 

Sec. 4. 

the section 

made pursuant to any examination are deemed to be 

evidence in any legal or regulatory action. 

Section 507.6, Code 1991, is amended by striking 

and inserting in lieu thereof the following: 

31 507.6 CONFLICT OF INTEREST. 

32 1. An examiner shall not be appointed by the commissioner 

33 if the examiner, either directly or indirectly, has a conflict 

34 of interest or is affiliated with the management of or owns a 

35 pecuniary interest in any person subject to examination under 
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1 this chapter. This section shall not be construed to 

2 automatically preclude an examiner from being any of the 

3 following: 

4 a. A policyholder or claimant under an insurance policy. 

5 b. A grantor of a mortgage or similar instrument on the 

6 exam1ner's resid2nce to a regulated entity i~ done under 

7 customary terms and in the ordinary course of busin~ss. 

8 c. An investment owner in shares of regulated diversified 

S investment companies. 

10 d. A settlor or beneficiary of a blind trust into which 

II any otherwise impermissible holdings have been placed. 

12 2. Notwithstanding the requirements of subsection 1, the 

13 commissioner may retain from time to time, on an individual 

14 basis, qualified actuaries, certified public accountants, or 

l~ othe[ similar individ~als who are independently practicing 

16 their professions, even though the persons may from time to 

17 time be similarly employed or retained by persons subject to 

18 examination under this chapter. 

19 Sec. 5. Section 507.10, Code 1991, 1S amended by striking 

20 the section and inserting in lieu thereof the following: 

21 507.10 EX~~INATION REPORTS. 

27. I. GENERAL DESCRIPTION. All examination reports shall be 

23 comprised only of facts appearing upon the books, records, or 

24 other documents of the company, its agents, or other persons 

?~ examined, or as ascertained from the testimony of its officers 

26 or agents or other persons examined concerning its affairs, 

27 and such conclusions and recommendations as the exaniners find 

2B reasonably warranted from the facts. 

29 2. PILING OF EXAMINATION REPORT. No later than sixty days 

30 following completion of the exalnination, the examiner in 

31 charge shall file with the d:vision a verified writte~ report 

37 of examination under oath. Upon receipt of the ver:fied 

33 report and after administrative review, the division shall 

]4 transmit the report to the company examined, together w1th a 

35 notice which s~all afford the company examined a reasonable 
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1 opportunity of not more than thirty days to make a written 

2 submission or rebuttal with respect to any matters contained 

3 in the examination report. 

4 3. ADOPTION OF REPORT ON EXAMINATION. Within twenty days 

5 of the end of the period allowed for the receipt of written 

6 submissions or rebuttals, the commissioner shall fully 

7 consider and review the report, together with any written 

8 submissions or rebuttals and any relevant portions of the 

9 examiner's work papers and enter an order which does one of 

10 the fOllowing: 

11 a. Adopts the examination report as filed or with 

12 modification or corrections. If the examination report 

13 reveals that the company IS operating in violation of any law 

14 or a rule or prior order of the commissioner, the commissioner 

15 may order the company to take any action the commissioner 

16 considers necessary and appropriate to cure the violation. 

17 b. Rejects the examination report with directions to the 

18 examiners to reopen the examination for purposes of obtaining 

19 additional data, documentation, or information, and refiling 

20 pursuant to subsection 1 above. 

21 c. Calls for an investigatory hearing with no less than 

22 twenty days notice to the company for purposes of obtaining 

23 additional documentation, data, information, and testimony. 

24 4. ORDERS AND PROCEDURES. 

25 a. All orders entered 

26 "a", shall be accompanied 

pursuant to subsection 3, paragraph 

by findings and conclusions 

27 resulting from the commissioner's consideration and review of 

28 the examination report, relevant examiner work papers, and any 

29 written submissions or rebuttals. Any such order is a final 

30 administrative decision and may be appealed pursuant to 

31 chapter 17A, and shall be served upon the company by certified 

32 mail, together with a copy of the adopted examination report. 

33 Within thirty days of the issuance of the adopted report, the 

34 company shall file affidavits executed by each of its 

35 directors stating under oath that they have received a copy of 
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1 the adopted report and related orders. 

2 b. Any hearing conducted llnder subsection 3. paragraph 

3 "c", by the commissioner or an authorized representative, 

4 shall be conducted as a nonadversarial. confidential. 

5 investigatory proceeding as necessary for the resolution of 

6 any inconsistencies. discrepancies. or disputed Issues 

7 apparent upon the face oc the filed examination report or 

8 indicated as a result of the commissioner's review oE relevar:t 

9 work papers or by the written submission or rebuttal of the 

10 company. Within twenty days of the conclusion of any such 

11 hearing, the corr~issioner shall enter an order pursuant to 

12 subsection 3. paragraph "a". 

13 (I) The commissioner shall not appoint an examiner as an 

14 allthorized representative to conduct the hearing. The hearing 

15 shall proceed expeditiously with discovery by the compar1y 

16 limited to the examiner's work papers which tend to 

l7 substantiate any assertions set forth in any written 

18 submission or rebuttal. The commissioner or a representative 

19 acting on the commissioner's behalf may issue subpoenas for 

20 the attendarlce o[ any witnesses or the production of any 

21 documents deemed relevant to the investigation whether under 

22 

2.1 

21 

25 

26 

the control of 

other persons. 

the record and 

representative 

under oath and 

the division of insurance, the company, or 

The documents produced shall be included In 

testimony taken by the commissioner or a 

acting on the commissioner's behalf snall be 

preserved for the record. 

27 This section does not 

28 disclose any information 

requlre the division of insurance to 

or records which would indicate or 

29 show the existence of any investigation or activity of a 

30 criminal justice agency. 

31 (2) The hear ing shall proceed wi th the commissioner or the 

32 commissioner's representative posing questions Lo the persons 

33 subpoenaed. Thereafter the company and the division may 

34 present testimony relevant to the investigation. Cross-

3? examination shall be conducted only by the commissioner or the 
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1 commissioner's representative. The company and the division 

2 shall be permitted to make closing statements and may be 

3 represented by counsel. 

4 S. PUBLICATION AND USE. 

S a. Upon the adoption of the preliminary examination report 

6 under subsection 3, paragraph "a", the commissioner shall hold 

7 the content of the final examination report as private and 

8 confidential information not subject to disclosure and it is 

9 not a public record under chapter 22, for a period of twenty 

11 

12 

13 

10 days except to the extent provided in subsection 2. Arter the 

twenty-day period has elapsed, the commissioner may open the 

final report for public inspection so long as no court of 

competent jurisdiction has stayed its publication. 

14 

IS 
16 

17 

18 

19 

20 

21 

22 

b. The commissioner is not prevented from disclosing the 

content of an examination report, preliminary examination 

report or results, or any matter relating to the report, to an 

insurance department of any other state or country, or to law 

enforcement officials of this or any other state or an agency 

of the federal government at any time, so long as such agency 

or office receiving the report, or matters relating to the 

report, agrees in writing to maintain the confidentiality of 

the report or such matters in a manner consistent with this 

23 chapter. 

24 c. If the commissioner determines that regulatory action 

25 1S appropriate as a result of any examination, the 

26 commissioner may initiate any proceeding or action as provided 

27 by law. 

28 Sec. 6. Section 507.14, unnumbered paragraph 1, Code 

29 Supplement 1991, 1S amended to read as follows: 

30 A preliminary report7-prei~m~"8ry-or-f~"8i7 of an 

31 examination of a domestic or foreign insurer, and all notes, 

32 work papers, or other documents related to an examination of 

33 an insurer are not public records under chapter 22 except when 

34 sought by the insurer to whom they relateL or an insurance 

35 regulator of another state, or the national association of 
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1 insurance commissioners, and shall be privileged and 

/. confidential in any judicial or administrative proceeding 

3 except any of the following: 

4 Sec. 7. Section 507.17, Code 1991, is amended by striking 

5 the section and inserting in lieu thereof the following: 

6 507.17 IMMUNITY FROM LIABILITY. 

7 1. A cause of action does not arise nor shall any 

8 liability be imposed against the commissioner, the 

9 commissioner's authorized representative, or any examiner 

10 appointed by the commissioner for any statements made or 

1] conduct performed in good faith while carrying our. lhe 

12 provisions of this chapter. 

13 2. A cause of action does not arlse, nor shall any 

14 liability be imposed against any person for the act of 

15 communicating or delivering information or data to the 

16 commissioner or the commissioner's authorized representative, 

l7 or an examiner pursuant to an examination made under this 

18 chapter, if the act of communication or delivery was performed 

19 in good faith and without fraudulent intent or the intent to 

20 deceive. 

21 3. This section does not abrogate or modify in any way any 

22 common law or statutory privilege or immunity enjoyed by any 

23 person identified in subsection 1. 

24 4. A person identified in subsection 1 is entitled to an 

25 award of attorney's fees and costs if the person is the 

26 prevailing party in a civil cause of action for libel, 

27 slander, or any other relevant tort arising Ollt of activities 

28 in carrying out the provlsions of this chapter and the party 

29 bringing the action was not substantially justiEied In doing 

30 so. For purposes of this section, a proceeding IS 

31 substantially justified if the proceeding has a reasonable 

32 baSIS in law or fact at the time that it is initiated. 

33 Sec. 8. Section 507C.l, subsection 4, unnumbered paragraph 

34 1, Code 1991, is amended to read as follows: 

35 The purpose of this chapter is the protection of the 
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1 interests of ±n~ttrea insureds, claimants, creditors, and the 

2 public, with minimum interference with the normal prerogatives 

3 of the owners and managers of insurers, through all of the 

4 following: 

5 Sec. 9. Section 507C.l, subsection 4, Code 1991, 1S 

6 amended by adding the following new paragraph: 

7 NEW PARAGRAPH. g. Providing for a comprehensive scheme 

8 for the rehabilitation and liquidation of insurance companies 

9 and those subject to this chapter as part of the regulation of 

10 the business of insurance, the insurance industry, and 

11 insurers in this state. Proceedings in cases of insurer 

12 insolvency and delinquency are deemed an integral aspect of 

13 the business of insurance and are of vital public interest and 

14 concern. 

15 Sec. 10. Section 507C.2, subsections 9, 10, 11, and 13, 

16 Code 1991, are amended to read as follows: 

17 9. "General assets" means all real, personal, or other 

18 property,-real-or-per~on8~, not specifically mortgaged, 

19 pledged, deposited, or otherwise encumbered for the security 

20 or benefit of specified persons or classes of persons. As to 

21 specifically encumbered property, "general assets" includes 

22 all property or its proceeds in excess of the amount necessary 

23 to discharge the sum or sums secured by the property or its 

24 proceeds. Assets held in trust and on deposit for the 

25 security or benefit of all policyholders or all policyholders 

26 and creditors, in more than a single state, shall be treated 

27 as general assets. 

28 10. "Guaranty association" means the Iowa insurance 

29 guaranty association created in chapter 5158, the Iowa life 

30 and health insurance guaranty association created in chapter 

31 50Be, and any other similar entity either presently existing 

32 or to be created by the general assembly for the payment of 

33 claims of insolvent insurers. "Foreign guaranty association" 

34 means a similar entity presently existing in or to be created 

35 in the future by the legislature of any other state. 

-10-



S.F. ~~ H.F. 

1 Ii. "lnsol vency" or "i nsol ven t" means e±eher- an--y of the 

2 following: 

3 a. E:'?!._'!.~. insurer issuing onlyassessable fire insu:cance 

4 policies, either _?f the tollowing: 

5 ( 
. , 
l J The inability to pay a!)y obligation within thirty <!a.l .? 

G after it bec~_E?yable. 

7 (2) If an asses~eE_t ~s made, the inability to pay th-~ 

8 assessment within thirty days~ollowing the da~~ specified i~ 

9 the first assessment notice issued after the date of loss . . "-- - - -

10 b. For an any other insurer that it is u~able to pay its 

11 obligations when they are due, or when its admitted assets do 

12 not exceed its liabilities plus the greater of: 

13 (I) Any capital and surplus required by law for its 

14 organization. 

15 (2) The total par or stated value of its authorized and 

16 issued capital stock. 

17 b c. As to an insurer licensed to do business 1n this 

18 state as of July 1, 1984~ which does not meet the standard 

19 established under paragraph "a b", the term "insolvency" or 

20 "insolvent" shall mean, for a period not to exceed three years 

21 from July I, 1984, that it is unable to pay its obligat:ons 

22 when they are due or that its admitted assets do not exceed 

23 its liabilities plus any required capital contribution ordered 

24 by the commissioner under provisions of the insurance law. 

25 For purposes of this subsection "liabilities" ~ha~~-~nettlde 

26 in.!::Lud~s but is not be limited to reserves required by statute 

27 or by the division's rules or specific requirements imposed by 

28 the commissioner upon a company at the time of or subsequent 

29 to admission. 

10 13. "Preferred claim" means a claim with respect to whIch 

31 the terms of this chapter 9~a"e accord priority of payment 

32 from the general assets of the insurer. 

33 Sec. 11. Section 507C.4, subsection 3. paragraph b, Code 

34 1991, is amended to read as follows: 

15 b. In an action on or incident to a reinsurance contract, 
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1 if the person served is a reinsurer who has at any time 

2 written a pOlicy of reinsurance for an insurer against which a 

3 r~habilitatien-er-li~tlidatien-order-is-in-e££eet-when-the 

4 aetion-is-eemmeneed delinquency proceeding has been 

5 instituted, or is an agent or broker of or for the reinsurer 

6 and the action results from or is incident to the relationship 

7 with the reinsurer. 

8 Sec. 12. Section 507C.4, subsection 3, Code 1991, is 

9 amended by adding the following new paragraphs: 

10 NEW PARAGRAPH. d. In an action if the person served is or 

11 was at the time of the institution of the delinquency 

12 proceeding against the insurer holding assets which are the 

13 subject of the proceeding and in which the receiver claims an 

14 interest on behalf of the insurer. 

15 NEW PARAGRAPH. e. If the person served is obligated to 

16 the insurer in any way whatsoever, in an action on or incident 

17 to the obligation. 

18 Sec. 13. NEW SECTION. 507C.8A CONDITION ON RELEASE FROM 

19 DELINQUENCY PROCEEDINGS. 

20 An insurer subject to a delinquency proceeding shall not be 

21 released from the delinquency proceeding unless the proceeding 

22 is converted into a rehabilitation or liquidation proceeding; 

23 shall not be permitted to solicit or accept new business, or 

24 request or accept the restoration of any suspended or revoked 

25 license or certificate of authority; and shall not be returned 

26 to the control of the insurer's shareholders or private 

27 management, or have any of the insurer's assets returned to 

28 the control of its shareholders or private management, until 

29 all payments of or on account of the insurer's contractual 

30 obligations by all guaranty associations, along with all 

31 expenses of such obligations and interest on all such payments 

32 and expenses, have been repaid to the guaranty association or 

33 a plan of repayment by the insurer is approved by the guaranty 

34 association. 

35 Sec. 14. Section 507C.ll, Code 1991, is amended to read as 

-12-
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1 follows: 

2 ~07C.ll CONFIDENTIALITY OF HEARINGS. 

3 Notwithstanding chapter 22, in all administ~ative 

4 proceedings pursuant to sections S07C.9 and S07e.10 all 

5 records and documents pertaining to or a part of the record of 

6 the proceedings are confidential except as is necessary to 

7 obtain compliance with a proceeding. However, the records may 

8 be released if either of the following occurs: 

9 1. The insurer requests that the records be made public. 

10 2. After a hearing on the issue with the parties to the 

II proceeding, the court orders that the records be made public. 

12 ~I.!.tilsuc_h_ court order, the clerk of court shall hold all 

13 pa:eers filed in a confidential file. 

14 Sec. 15. Section S07C.I3, subsection 2, Code 1991, is 

15 amended to read as follows: 

16 2. An order issued under this section shatt-reqtli~e 

17 requires accounting to the court by the rehabilitator. 

18 Accountings shall be at intervals the court spee~fied 

19 specifies in the order. Each accounting must include a report 

20 c<?I!cerning the rehabilitator's opinion as to whether.o_.p.~_~~ 

21 £l:!.rsua.!1~~.<:,_section S07C.14, subsection 4, w}}.l~.~_p~eDared_, 

2 2 .!_L~h~_ rehabi Ii ta tor includes in any accoun t i ng_..!.0.~.!:. __ suC.h __ 8 

23 p'~_~n_}s likely, the accounting shall also include a.:erCJ.P_CJ.~e9 

24 timetable for the preparation and imolementation of the plan. 

25 Sec. 16. Section 507C.14, Code 1991, is amended by adding 

26 the following new subsection following subsection 2, and 

27 renumbering the remaining subsections: 

28 NEW SUBSECTION. 2A. The rehabilitator, with the approval 

29 of the court, may appoint an advisory committee of 

30 policyholders, claimants, or other creditors including 

31 guaranty associations, should the rehabilitator deem it to be 

32 necessary. Each member of the advisory committee shall be 

33 reimbursed for necessary travel and actual expenses inc~~red 

34 in fulfilling the duties of the advisory committee. The 

3S rehabilitator shall not appolnt any other committee related to 

-13-
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1 proceedings pursuant to this chapter. 

2 Sec. 17. Section 507C.15, subsections 1 and 2, Code 1991, 

3 are amended to read as follows: 

4 1. A court in this state, before which an action or 

5 proceeding in which the insurer is a party or is obligated to 

6 defend a party is pending when a rehabilitation order against 

7 the insurer is entered, shall stay the action or proceeding 

8 for ninety days and any additional time as necessary for the 

9 rehabilitator to obtain proper representation and prepare for 

11 

12 

13 

14 

15 

16 

17 

10 further proceedings. The rehabilitator shall take action 

respecting the pending litigation as necessary in the 

interests of justice and for the protection of creditors, 

policyholders, and the public. The rehabilitator shall 

immediately consider all litigation pending outside this state 

and shall petition the courts having jurisdiction over that 

litigation for stays whenever necessary to protect the estate 

of the insurer. 

18 

19 

20 

21 

22 

23 

24 

25 

26 

2. A statute of limitations or defense of laches shall not 

run in an action by or against an insurer between the filing 

of a petition for appointment of a rehabilitator for that 

insurer and the order granting or denying that petition. An 

action by or against the insurer that might have been 

commenced when the petition was filed may be commenced for at 

least sixty days after the order of rehabilitation is entered 

or the petition is denied. The rehabilitator, upon the 

issuance of an order for rehabilitation pursuant to section 

27 507C.13, may institute an action or proceeding on behalf of 

28 the insurer based upon a cause of action for whiCh the period 

29 of limitation has not expired at the time of the filing of the 

30 petition for an order to rehabilitate. The action or 

31 proceeding by the rehabilitator may be instituted within one 

32 year or a longer period if provided by applicable law, of the 

33 issuance of the order for rehabilitation. 

34 Sec. 18. Section 507C.16, Code 1991, is amended by adding 

35 the following new subsection: 
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1 NEW SUBSECTION. 3. If the payment of obligatio:1s pursuant 

2 to a policy issued by the insurer is suspended in suostantial 

3 part for a period of six months at any time after th~ 

4 appointment of the rehabilitator, and the rehabilitator has 

5 not filed an application for a plan pursuant to section 

6 507C.l4, subsection 4, the rehabilitator shall petition the 

7 court for an order oE liquidation on grounds of insolvency. 

8 Sec. 19. Section 507C.18, Code 1991, is amerlded to read as 

9 follows: 

10 507C.18 LIQUIDATION ORDERS. 

11 1. An order to liquidate the business of a domes~ic 

12 insurer shall appoint the commissioner as liquidator and. shall 

13 direct the liquidator to immediately take possesslon of the 

14 assets of the insurer and to administer them under the ge:1eral 

15 supervision of the court. The liquidator sh~tl-be 15 vested 

16 with the title to the property, contracts, and rights of 

17 action and the books and records of the ins~rer orde~ed 

18 liquidated, wherever located, as of the entry of the final 

19 order of liquidation. The filing or recording of the order 

20 with the clerk of the court and the recorder of deeds of the 

21 county in which its principal office or place or bus~ness is 

22 located, or, ~n the case of real estate with the recorder of 

23 deeds of the county where the property is located, shal:-be is 

24 notice as a deed, bill of sale, or other evidence of title 

25 duly filed or recorded with the recorder of deeds. 

26 2. Upon issuance of the order, the rights and liabilities 

27 of an insurer and oE its creditors, policyholders, 

28 shareholders, members~ and other persons interested in its 

29 estate shall become fixed as of the date of entry of the order 

30 of liquidation, except as provided in sections 507C.19 and 

3" 507C.37. 

32 3. An order to liquidate the business of an alien insurer 

33 domiciled in this state ~h8~± must be in the same terms and 

34 have the same legal effect as an order to liquidate 2 domestic 

35 insurer, except that the assets and the business in the United 
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1 States shall be the only assets and business included in the 

2 order. 

3 4. At the time of petitioning for an order of liquidation, 

4 or at any time thereafter, the commissioner, after making 

5 appropriate findings of an insurer's insolvency, may petition 

6 the court for a declaration of insolvency. After providing 

7 notice and hearing as it deems proper, the court may make the 

8 declaration. 

9 5. An order issued under this section shall require 

10 accounting to the court by the liquidator. Accountings, at a 

11 minimum, must include all funds received or disbursed by the 

12 liguidator during the current period. An accounting shall be 

13 e~-±"ee~~ai~-~~eeified-i"-the filed within one }:'ear of the 

14 liquidation order and at such other times as the court may 

15 reqUire. 

16 6. a. Within five da}:'s of the effective date of this 

17 section or, if later, within five da}:'s after the initiation of 

18 an a..p.E.ea 1 of an order of liguidation, which order has not been 

19 st~ed, the commissioner shall present for the court's 

20 ~Eroval a plan for the continued performance of the defen~~nt 

21 compan}:"s polic}:' claims obligations, including the duty to 

22 defend insureds under liability insurance polici~_!._dur ing the 

23 pendenc}:' of an ~EE~al. The plan shall provide for the 

24 continued perfor~~~~e and payment of polic}:' claims obligations 

25 in the normal course of events, notwithstanding the grou[1ds. 

26 all~g_e_~)n support of the order of liguidation incl_lld~l!g_ the 

27 ground of insolvency. 

28 condition will not, in 

If the defendant compan}:' , sf inancial 

the judgment of the commissioner, 

29 ~EEort the full performance of all polic}:, claims obligations 

30 during the appeal pendenc}:, period, the plan rna}:' prefer the 

31 claims of certain polic}:,holders and claimants over creditors 

32 and interested parties as well as other polic}:'holders and 

33 claimants, as the commissioner finds to be fair and eguitable 

34 considering the relative circumstances of such polic}:'holders 

35 and claimants. The court shall examine the plan submitted by 
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l the corrunlssloner and if it finds the plan to be in ~r.e best 

2 ilite{ests __ ,?~_.~p~_P9rties .. the court shall appruve ~(,e_i?laI"!. 

3 No action shall.).~.~._~.9.9)nst the commissi.<?ne:- or dny ~f. the 

4 corr.rnissionerts deputies; age0_~sf clerks, as~.~s_t?nts/ or 

S dttornS'[!5_?LanL.pa.rty based on preferenc:e in an appea~ 

6 penucr:c:~( plan approved by the COL: r t:. 

7 b. The appeal pendency plan sh~ll not supersede Ot ~ffect 

S ~_t:..~ __ .?..e.lications 0;: a;:y .insurance quarenty association .. 

S c. Any such olans shall pr.<?v~ide for equitable ~¢iustmeI1':s 

; r~ t.9._ D~_~~~~~. jy_tr:~ .1)q~~o~.t~r to 2riy cist::- ibut.i Oi:S o~ assets to 

:1 guaranty associations, in the event_thatche llquici~3.or pays 

12 ciaims f (om assets of the estate .. which would _?~2r\lise bQ the 

13 obliq.ations _of any pdrticu:!.ar ~~5Fanty a.ssociat_i.9E! .~ut for ~hp. 

14 ~~al of the orde;.: of liquidation, such '~:hat ~J..l 9_u~ranty 

t,!) ?ssoc~.at~.,~.I!.~_,~q~.9).~_Y t:~.!l_~,~it on a pro ratd b&'s,i.s fro;~ t.r.e 

16 assets _o_~._,~h~._~~_~.~te. ll_?_l! order of liquiddtJ?£: is set aside 

: 7 upon _~i-:._a'p'pe~;L..!r:.~_comp.c:.::.Y_:>Eall not be released from 

18 u(>linquency proceedings unless and until all ["ncis c.Qva.'2£ed bv 

19 d guaranty aSE'()ciati,?B!..) .. ncludinq reasonable acministrative 

20 ~xpenses in connection th2rewith relatin..9 to ocligations_?I 

21 tI,e company. shall be repaid in full, tog~the[ with interest 

7.2 ~'=- .. '-.l1~ .. Judgment rate_.9L interest, or unless an <l_rrangement for 

23 repayment thereof has been made with the consent of all 

24 applicable guaranty associations. 

2~ Sec. 20. Section 507C.21, subsection 1, paragraph j. Code 

26 1991, is amended to read as follows: 

7.7 J. Borrow money on the security of the insurer's assets or 

28 without security and execute and deliver documents necessary 

79 to that transaction for the purpose of facilitating the 

30 liq"idation. Money borrowed pursuant to this paragraph shall 

31 2~re12.a.J_~L~~n administrative expense and have priority over 

32 ~other class 1 claims under che priority of distribution 

33 established in section 507C.42. 

31 Sec. 21. Section 507C.21, subsection 1, Code 1991, is 

35 amended by adding the following new paragraph: 
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1 NEW PARAGRAPH. w. Audit the books and records of all 

2 agents of the insurer which relate to the business of the 

3 insurer. 

4 Sec. 22. Section 507C.22, Code 1991, LS amended by adding 

5 the following new subsection: 

6 NEW SUBSECTION. 2A. a. Notice to agents of the insurer 

7 and potential claimants who are policyholders under subsection 

8 1, where applicable, shall include notice that coverage by 

9 state guaranty associations may be available for all or part 

10 of policy benefits in accordance with applicable state 

11 guaranty laws. 

12 b. The liquidator shall promptly provide to the guaranty 

13 associations such information concerning the identities and 

14 addresses of the policyholders and their policy coverages as 

15 may be within the liquidator's possession or control, and 

16 otherwise cooperate with guaranty associations to assist the~ 

17 in providing to the policyholders timely notice of the 

18 guaranty associations' coverage of policy benefits including, 

19 as applicable, coverage of claims and continuation or 

20 termination of coverage. 

21 Sec. 23. Section 507C.23, subsection 2, Code 1991, is 

22 amended to read as follows: 

23 2. An agent failing to 9ive-notiee-or-fiie-a-repo~~-of 

24 eomplianee provide information as required in subsection 1 may 

25 be subject to payment of a penalty of not more than one 

26 thousand dollars and may have the agent's license suspended. 

27 The penalty is to be imposed only after a hearing held by the 

28 commissioner. 

29 Sec. 24. Section 507C.24, subsections 1 and 2, Code 1991, 

30 are amended to read as follows: 

31 1. After the issuance of an order appointing a liquidator 

32 of a domestic insurer or of an alien insurer domiciled in this 

33 state, action at law or equity shall not be brought against 

34 the insurer or liquidator in this state or elsewhere, nor 

35 shall existing actions be maintained or further presented 
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att~r issua~ce of the o:der. The courts of this state shall 

2 give full faith and c:edit to injunctions against the 

3 1iquidator or the insurer or the conti~uation of existing 

4 actions against the liquidator or the insurer, when the 

S injunct'i00S are included in an order to liquidate an i~surer 

o issned PUfs:.!dnt to co~responding provisions in other sti:1tes~ 

7 Whenever in the liqtlid~tor's judgment, protection of che 

S estate ci the insure~ necessitates interven~ion i~ an actlo~ 

9 agaj!lst t~e i~surer that is pending outside ~~lis state, the 

:0 liquid&tor may incervene in the action. The :i.qllidatc)r Mily 

11 defe~d: Qt the expense of the estate of the ~ns~rer, ar: action 

~2 In w~ich the liquidator intervenes under this s2ctio~. 

:3 2. Within two years or such additional t~me as applicable 

l~ l.aw may permit, the :iquidator may after the issuallce of an 

I" order for liqlli<iation institute an action or proceedi:lq on 

:5 hehalf of the estate of the insurer upon allY cause of a(~tion 

i} against which the ~e~iod of limitation fixed by app:icable law 

18 has not expired at the time of the filing of the petition ~pon 

~9 whil:h the order is entered. Whe~e If a period of li~itatioIl 

20 is fixed hy agreement Ear instituting a suit or proceeding 

21 lipan a claim, or for filing a claim, proof of claim, proof of 

22 1055, demand, notice, or the ~ike, or where if in a 

23 proceeding, judicial or otherwise, a period of limitation is 

24 fixed in the proceeding or pursuant to applica~le la~ for 

25 taking an action, filing a claim or pleading, or doing an act, 

26 and wh~re-i"-a"y-ee~e if the period had not expired at the 

27 date of the filing of the petition, the liquIdator ~ay, for 

28 the benefit of the estate. take any action or do any act, 

29 required of or permitted to the insurer, within a peeiod of 

30 one hundred eighty days subseq'lent to the entry of a~ order 

31 for lIquidation, or within a f"rther period as is shown to the 

32 satisfaction ot the court not to be unfairly prejudicial to 

33 the other party. 

34 Sec. 25. Section 507e.27, Code 1991. 1S amended ny adding 

3S the fOllowing new subsection: 
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1 

2 

3 

4 

5 

NEW SUBSECTION. 2A. A person receiving any property from 

the insurer or any benefit of the insurer which is a 

fraudulent transfer under subsection 1 is personally liable 

for the property or benefit and shall account to the 

liquidator. 

6 

7 

8 

Sec. 26. Section 507C.30, subsection 2, Code 1991, is 

amended by adding the following new paragraph following 

paragraph b and relettering the remaining paragraphs: 

9 

10 

II 

NEW PARAGRAPH. c. The obligation of the insurer is owed 

to the affiliate of such person, Or any other entity or 

association other than the person. 

12 Sec. 27. Section 507C.34, subsection 1, Code 1991, is 

13 amended to read as follows: 

14 1. Within one hundred twenty days of a final determination 

15 of insolvency under this chapter as assets become available, 

16 the liquidator shall make application to the court for 

17 approval of a proposal to disburse assets out of marshaled 

18 assets to a guaranty association or foreign guaranty 

19 association having obligations because of the insolvency. An 

20 aEelication and disbursement of assets shall be made from time 

21 to time as assets become available. IE the liquidator 

22 determines that there are insufficient assets to disburse, 

23 application required by this section shall be considered 

24 satisfied by a filing by the liquidator stating the reasons 

25 for this determination. 

the 

26 Sec. 28. Section 507C.40, Code 1991, is amended to read as 

27 follows: 

28 S07C.40 CLAIMS OF SURETY. 

29 If a creditorL whose claim against an insurer is secured in 

30 whole or in part, by the undertaking of another person, fails 

31 to prove and file that claim, then the other person may do so 

32 in the creditor's name~--~he-s~~eey and shall be subrogated to 

33 the rights of the creditor, whether the claim has been filed 

34 by the creditor or by the sHreey other eerson in the 

35 creditor's name to the extent that the s~reey other person 
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1 discharges the undertaking. However, in the absence of an 

2 agreement with the creditor to the contrary, the ~" .. e~y other 

3 ~.!ss:>.n. is not entitled to any distribution until the amount 

4 paid to the creditor on the undertaking plus the distributions 

S pald on the claim from the insurer's estate LO ~he creditor 

6 e'1tla:l:~ ~qual the amount of the end re claim of the credl tor. 

7 An excess received by the creditor shall be held by the 

8 creditor in trust for the stl .. e~~ other per~~~. As used in 

9 this section, llstl::-et'!ll ~ot.!!_~.E....P~_E..so~ is not i~tended to app:y 

10 to a guaranty association or foreign guaranty association. 

Ii Sec. 29. Section S07C.42, subsections 1, 2, 3, 4, and S, 

12 Code 1991, are amended to read as follows: 

13 1. CLASS 1. The costs and expenses of administration, 

14 including but not limited to the following: 

l~ 3. The actual and necessary costs of preserving or 

l5 recoverlng the assets of the insurer. 

17 b. Compensation for all authorized services rendered 1n 

18 the liquidation. 

[9 c. 

20 d. 

21 e. 

22 OLoer 

Necessary filing fees. 

The fees and mileage payable to witnesses. 

Reasenab:l:e Authorized reasonable attorney's fees and 

professional services [ende[ed._~n the liquidation. 

23 f. The reasonable expenses of a guaranty associatio'l o. 

24 foreign guaranty association in handling claims. 

2') 2. CLASS 2. Elebts-dtle Reasonable compensa ~i.sln to 

26 employees for services performed to the exte'lt that they do 

27 not exceed bne-theHg8nd-dolla~~ two months of monetary 

28 compensation and represent payment for services performed 

29 within one year before the filing of the petition for 

30 liquidation or, lf the rehabilitation preceded ~uidat~on, 

11 witfl~n one year before the filing of the petlt)o.!?Jo~ 

32 rehabilitation. Officers and directors are not entitled to 

33 the benefit of this priority. The priority lS in lieu of 

34 other similar priority which may be authorized by law as to 

35 wages or compensation of employees. 
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1 3. CLASS 3. Claims under policies, including claims of 

2 !he federal or any state or local government, for losses 

3 incurred, including third-party claims, claims against the 

4 insurer for liability for bodily injury or for injury to or 

5 destruction of tangible property which are not under policies, 

6 and claims of a guaranty association or foreign guaranty 

7 association. Claims under nonassessable policies for unearned 

8 premium. Claims under life insurance and annuity policies, 

9 whether for death proceeds, annuity proceeds, or investment 

10 values shall be treated as loss claims. That portion of a 

11 loss, indemnification for which is provided by other benefits 

12 or advantages recovered by the claimant, shall not be included 

13 in this class, other than benefits or advantages recovered or 

14 recoverable in discharge of familial obligations of support or 

15 by way of succession at death 

16 insurance, or as gratuities. 

17 employee is not a gratuity. 

or as proceeds of life 

A payment by an employer to an 

18 4. CLASS 4. €~6~ms-~~~e~-~o~6ssessab~e-po~te±es-fo~ 

19 tlnear~e~-premitlm-o~-o~he~-p~em~tlm Premium refunds, and claims 

20 of general creditors, including claims of ceding and as~~.~~n~ 

21 reinsurers in their capacity as such, and subrogation claims. 

22 5. CLASS 5. Claims of the federal or any state or local 

23 government except those under class 3. Claims, including 

24 those of a governmental body for a penalty or forfeiture, are 

25 allowed In this class only to the extent of the pecuniary loss 

26 sustained from the act, transaction, or proceeding out of 

27 which the penalty or forfeiture arose, with reasonable and 

28 actual costs incurred. The remainder of such claims shall be 

29 postponed to the class of claims under subsection 8. 

30 Sec. 30. Section 507C.45, Code 1991, is amended by adding 

31 the following new subsection: 

32 NEW SUBSECTION. 3. Notwithstanding any other provision of 

33 this chapter, funds as identified in subsection 1, with the 

34 approval of the court, shall be made available to the 

35 commissioner for use in the detection and prevention of future 
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1 inso~vencies. The commiss1oner shall hold these funds and 

2 shall pay without interest, except as provided in section 

3 ~07C.42. to the person entitled to the funds or the person's 

4 legal representative upon proof satisfactory to the 

S commissioner of the person's right to the funds. The funds 

6 shall be held by the commissioner for a period of two years at 

7 which time the rights and duties to the unclaimed funds shall 

8 vest in the commissioner. 

9 Sec. 31. Section 507C.46, subsection 2, Code 1991, 1S 

10 amended to read as follows: 

"1 2. Any other person may apply to the court at any time for 

12 an order under suhsection 1. If the app1icatioll is denied, 

13 the applicant shall pay the costs and expenses ~"e±~din9 

l4 re8~on8b±e-ettorne1L~-~ee of the liquidator in resisting the 

IS application including a reasonable attorney's fee. 

16 Sec. 32. Section 507C.52, subsection 1, Code 1991, 1S 

17 amended to read as follows: 

18 , ... Except as to special deposits and securicy on secured 

19 claims tinder section S07e.S3, subsection 3, the domiciliary 

20 liquidator of an insurer domiciled in a reciprocal state shall 

21 be vested with the title to the assets, property, contracts, 

22 end rights of action, agents' balances, books, accounts~ and 

23 other records of the insurer located In this state. The date 

24 of vesting is the date of the filing of the petition, if that 

25 date is specified by the domiciliary law for the vesting of 

26 property in the domiciliary state. Otherwise, the date of 

27 vesting ~~ell-be is the date of entry of the order directing 

28 possession to be taken. The domiciliary llquidator may 

29 immed1ately recover balances due from agents and obtain 

10 possession of the books, accountsL and other records of the 

31 insurer located in this state. Stlbjee~-~e-~eetien-59~€~537 

32 t"e-domiei±ier1-±~qtltd8tor-m81-also-reee~er-&±±-othe~-8ssets 

33 of-~"e-;nSttrer-loe8ted-in-t~i~-~te~e~ The domiciliary 

34 liquidator may also ha~ __ the_..E1.9h'! to recover all other assets 

35 of the insurer located in this state, subject to section 
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1 507C.53. 

2 Sec. 33. Section 507C.55, subsection 2, Code 1991, 1S 

3 amended to read as fOllows: 

4 2. Claims belonging to claimants residing in reciprocal 

5 states shall be proved either in the liquidation proceeding in 

6 this state as provided in this chapter or in ancillary 

7 proceedings in the reciprocal states, if a claim filing 

8 E£9cedure is established in the ancillary proceeding. If 

9 notice of the claims and opportunity to appear and be heard 1S 

10 afforded the domiciliary liquidator of this state as provided 

11 in section 507C.56, subsection 2~ with respect to ancillary 

12 proceedings, the final allowance of claims by the courts in 

13 ancillary proceedings in reciprocal states shall be conclusive 

14 as to amount and as to priority against special deposits or 

15 other security located in such ancillary states, but shall not 

16 be conclusive with respect to priorities against general 

17 assets under section 507C.42. 

18 Sec. 34. Section 507C.56, subsections 1 and 2, Code 1991, 

19 are amended to read as follows: 

20 1. f~-6-i~~a~da~~o~-p~oceedin9-in-a-~eeip~oe8i-~t8te 

21 a9ainS~-8n-i~gtt~e~-dem~e~ied-in-th8t-s~a~e Promptly after the 

22 appointment of the commissioner as ancillary rece~~er for an 

23 insurer not domiciled in this state, the comm.issioner shall 

24 determine whether there are claimants residing in this state 

25 ~~o .~~no~..J>rotected by guaranty funds and whether the 

26 protection of such claimants requires the establishing of a 

27 claim filing procedure in the ancillary proceeding. If a 

28 claim filing procedure is established, claimants against the 

29 insurer who reside within this state may file claims either 

30 with the ancillary receiver in this state, or with the 

31 domiciliary liquidator. Claims shall be filed on or before 

32 the last dates fixed for the filing of claims in the 

33 domiciliary liquidation proceeding. 

34 2. Claims belonging to claimants residing 1n this state 

35 may be proved either in the domiciliary state under the law 
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1 that state, or in ancilcary proceedings in this stat~~ 

7. provi_ded a claim filing procedure is established in the 

3 ancillary proceeding. If a claimant elects to prove the claim 

4 in tllis state, the claimant shall file the claim with the 

S liqutdator in the manner provided in sections 507e.3S and 

6 S07C.3G. The ancillary receiver shall make a recoi1' .... nendation 

7 to the court as under section 507C.43. The anCillary receiver 

8 shall also arrange a date for hearing if necessary under 

9 section 507C.39 and shall give notice to the liquida:or in the 

10 domiciliary state, either by certified mail or by personal 

11 service at least forty days pr10r to the date set for hearing. 

12 Within thirty days after the giving of the notice, lC the 

13 domiciliary liquidator gives notice in writing either by 

14 certified mail or by personal service to the ancillary 

15 receiver and to the claimant of an intention to contest the 

16 claim, the domiciliary liquidator is entitled to appear or to 

17 be represented in a proceeding In this state involving the 

18 adjudication of the claim. 

19 Sec. 35. Section SlOA.I, Code Supple~ent 1991, is amended 

70 to read as follows: 

2l SlOA.l SHORT TITLE. 

22 This chapter shall be known and may be cited as tile 

23 "Business Producer Controlled Property a~d Casualty :nsurer 

24 Act." 

25 Sec. 36. Section 510A.2, Code Supplement 1991, 1S amended 

26 by striking the section and inserting in lieu thereof the 

27 following: 

28 SlOA.2 DEFINITIONS. 

29 As used in this chapter unless the context otherwise 

30 requires: 

31 1. "Accredlted state" means a state in which the insurance 

32 department or regulatory agency has qualified as meeting the 

33 minimum financial regulatory standards promulgated and 

34 established by the national association of 1nsurance 

35 commissioners. 
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I 2. "Control" or "controlled" has the meaning ascribed in 

2 section S21A.l, SUbsection 3. 
3 3. "Controlled insurer" means a licensed insurer which 1S 

4 controlled, directly or indirectly, by a producer. 

5 4. "Controlling producer" means a producer who, directly 

6 or indirectly, controls an insurer. 

7 S. 

8 who is 

"Independent casualty actuary" means a casualty actuary 

a member of the American academy of actuaries and who 

9 is not an employee, principal, the direct or indirect owner 

10 of, affiliated with, or in any way controlled by the insurer 

11 or producer. 
12 6. "Licensed insurer" or "insurer" means any person duly 

13 licensed to transact a property and casualty insurance 

14 business in this state. The following are not licensed 

15 property and casualty insurers for the purposes of this 

16 chapter: 
17 a. All risk retention groups as defined in the Superfund 

18 Amendments Reauthorization Act of 1986, Pub. L. No. 99-499, 

19 100 Stat. 1613 (1986) and the Risk Retention Act, IS U.S.C. § 

20 3901 et seq. (1982 & Supp. 1986), or chapter 51SE. 

21 b. All residual market pools and joint underwriting 

22 authorities or associations. 

23 c. All captive insurers. Por the purposes of this 

24 chapter, captive insurers are insurance companies owned by 

25 another organization whose exclusive purpose is to insure 

26 risks of the parent organization and affiliated companies or, 

27 in the case of groups and associations, insurance 

28 organizations owned by the insureds whose exclusive purpose is 

29 to insure riskS of any group and association members and any 

30 affiliates. 
31 7. "Producer" means an insurance broker or brokers or any 

32 other person when, for any compensation, commission, or other 

33 thing of value, the person acts or aids in any manner in 

34 soliciting, negotiating, or procuring the making of an 

35 insurance contract on behalf of an insured other than the 
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I person. 

2 Sec. 37. Section SIOA.3, Code Supplement 1991, is amended 

3 by striking the section and inserting in lieu thereof the 

4 foll owing: 

S SlOA.3 APPLICABILITY. 

6 This chapter 

SlOA.2, 

applies to licensed insurers as defined in 

either domiciled in this state or domiciled in 7 section 

B a state that is not an accredited state and having a 

9 substantially similar law. All provisions of the insurance 

10 holding company Act, to the extent those provisions are not 

11 superseded by this chapter, continue to apply to all persons 

12 associated with holding companies subject to this chapter. 

13 Sec. 38. Section 510A.4, Code Supplement 1991, is amended 

14 by striking the section and inserting in lieu thereof the 

IS following: 

16 SlOA.4 MINIMUM STANDARDS. 

17 1. APPLICABILITY OF SECTION. 

18 a. This section applies if, in any calendar year, the 

19 aggregate amount of gross written premium on business placed 

20 with a controlled insurer by a controlling producer is equal 

21 to or greater than five percent of the admitted assets of the 

22 controlled insurer, as reported in the controlled insurer's 

23 quarterly statement filed as of September 30 of the preceding 

24 

25 

76 

27 

ypar. 

b. 

apply 

( 1 ) 

Notwithstanding paragraph "a", this section does not 

if both of the following apply: 

The controlling producer does all of the following: 

28 (a) Places insurance only with the controlled insurer, or 

29 only with the controlled insurer and members of the controlled 

30 insurer's holding company system, or the controlled insurer's 

31 parent, affiliate, or subsidiary, and receives no compensation 

32 based upon the amount of premiums written in connection with 

33 such insurance. 

34 (b) Accepts insurance placements only from nonaffiliated 

3S subproducers and not directly from insureds. 
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1 (2) The controlled insurer, except for insurance business 

2 written through a residual market facility, accepts insurance 

3 business only from the controlling producer, a producer 

4 controlled by the controlled insurer, or a producer that is a 

5 subsidiary of the controlled insurer. 

6 2. REQUIRED CONTRACT PROVISIONS. A controlled insurer 

7 shall not accept business from a controlling producer and a 

8 controlling producer shall not place business with a 

9 controlled insurer unless there is a written contract between 

10 the controlling producer and the controlled insurer specifying 

11 the responsibilities of each party which has been approved by 

12 the board of directors of the controlled insurer and filed 

13 with the commissioner. The contract must contain, at a 

14 minimum, the following provisions: 

15 a. The contrOlled insurer may terminate the contract for 

16 cause, upon written notice to the controlling producer. The 

17 controlled insurer shall suspend the authority of the 

18 controlling producer to write business during the pendency of 

19 any dispute regarding the cause for the termination. 

20 b. The controlling producer shall render accounts to the 

21 contrOlled insurer detailing all material transactions, 

22 including information necessary to support all commissions, 

23 charges, and other fees received by, or owing to, the 

24 controlling producer. 

25 c. The controlling producer shall remit all funds due 

26 under the terms of the contract to the controlled insurer on 

27 at least a monthly basis. The due date shall be fixed so that 

28 premiums or installments of premiums collected shall be 

29 remitted no later than ninety days after the effective date of 

30 any policy placed with the controlled insurer under this 

31 contract. 

32 d. All funds collected for the controlled insurer's 

33 account shall be held by the controlling producer in a 

34 fiduciary capacity, in one or more appropriately identified 

35 bank accounts in banks that are members of the federal reserve 
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1 system. in accordance with the provisions of the insurance law 

2 as applicable. However, funds of a controlling procucer not 

J requireo to be licensed in this state shall be maintained in 

4 compliance with the requirements of the controlling producer's 

5 domicili2.ry jurisdiction. 

6 e. The controlling producer shall maintain separately 

7 identifiable records of business written for the controlled 

8 insurer. 

9 f. The contract shall not be assigned in whole or in part 

10 by the controlling producer. 

11 g. The controlled insurer shall provide the controlling 

12 producer with its underwriting standards, rules, and 

13 procedures manuals setting forth the rates to be ch2.rged, and 

14 the conditions for the acceptance or rejection of risks. The 

15 

16 

17 

18 

19 

20 

?l 

22 

23 

24 

controlling 

procedures, 

procedures, 

applicable 

'.nsurer by 

h. The 

producer shall adhere to the standards, rules, 

rates. and conditions. The standards. rules, 

rates, and conditions shall be the same as those 

to comparable business placed with the controlled 

a producer other than the controlling producer. 

rates and terms of the controlling producer's 

commissions, charges, or other fees and the purposes for those 

c41arges or fees. The rates of the commissions, charges, and 

other fees shall be no greater than those applicable to 

comparable business placed wi th the controlled insurer by 

25 producers other than controlling producers. For purposes oE 
26 this paragraph and paragraph "gO of this subsection, 

27 "comparable business" includes the same lines of insurance. 

28 same kinds of insurance, same kinds of risks, similar policy 

29 limits, and similar quality of Dusiness. 

30 i. If the contract provides that the controlling producer, 

31 on insurance business placed with the controlled insurer, is 

32 to be compensated contingent upon the insurer's profits on 

33 that business, then such compensation shall no~ be determined 

34 and paid until at least five years after the premiums on 

35 liability insurance are earned and at least one year after the 
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1 premiums are earned on any other insurance. In no event shall 

2 the commissions be paid until the adequacy of the controlled 

3 insurer's reserves on remaining claims has been independently 

4 verified pursuant to subsection 4, paragraph "a". 

5 J. A limit on the controlling producer's writings in 

6 relation to the controlled insurer's surplus and total 

7 writings. The insurer may establish a different limit for 

8 each line or subline of business. The controlled insurer 

9 shall notify the controlling producer when the applicable 

10 limit is approached and shall not accept business from the 

11 controlling producer which would exceed the limit. The 

12 controlling producer shall not place business with the 

13 controlled insurer if it has been notified by the controlled 

14 insurer that the limit has been reached. 

15 k. The controlling producer may negotiate but shall not 

16 bind reinsurance on behalf of the controlled insurer on 

17 business the controlling producer places with the controlled 

18 insurer, except that the controlling producer may bind 

19 facultative reinsurance contracts pursuant to obligatory 

20 facultative agreements if the contract with the controlled 

21 insurer contains underwriting guidelines including, for both 

22 reinsurance assumed and ceded, a list of reinsurers with which 

23 such automatic agreements are in effect, the coverages and 

24 amounts or percentages that may be reinsured, and commission 

25 schedules. 

26 3. AUDIT CO~~ITTEE. A controlled insurer must establish 

27 an audit committee of the board of directors composed of 

28 independent directors. Prior to approval of the annual 

29 financial statement, the audit committee shall meet with 

30 management, the insurer's independent certified public 

31 accountants, and an independent casualty actuary or other 

32 independent loss reserve specialist acceptable to the 

33 commissioner, to review the adequacy of the insurer's loss 

34 reserves. 

35 4. REPORTING REQUIREMENTS. 
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1 a. In addition 

2 cerlification, the 

to any other required loss reserve 

controlled insurer shall annually, on April 

3 I of each year, file with the commissioner an opinion of an 

4 independent casualty actuary, or another independent loss 

5 reserve specialist acceptable to the commissioner, reporting 

6 1055 ratios for each line of business written and attesting to 

7 the adequacy of loss reserves established for losses in"urred 

8 and outstanding as of year-end on business placed by the 

9 producer, including incurred but not reported losses. 

10 b. The controlled insurer shall annually report co lhe 

11 commissioner the amount of commissions paid to the producer, 

12 the percentage such amount represents of the net premiums 

:3 written, and comparable amounts and percentage paid to 

14 noncontrolling producers for placements of the same kind5 of 

15 insurance. 

16 Sec. 39. NEW SECTION. 510A.5 DISCLOSURE. 

17 The producer, prior to the effective date of the policy, 

18 shall deliver written notice to the prospective insured 

19 di5closing the relationship between the producer and the 

20 controlled insurer; except that, if the business is placed 

21 through a subproducer who is not a controlling producer, the 

22 controlling producer shall retain in the producer's records a 

23 signed commitment from the subproducer that the subproducer is 

24 aware of the relationship between the insurer and the producer 

25 and that the subproducer has notiEied or will notify the 

26 insured. 

27 Sec. 40. Section 52IA.5, subsection 3, Code Supplement 

28 1991, is amended by striking the subsection and inserting in 

29 lieu thereof the following: 

30 3. A domestic insurer shall not pay any extraordinary 

31 dividend or make any other extraordinary distribution to its 

32 Shareholders until thirty days after the commissioner has 

33 received notice of the declaration of the dividend or 

34 distribution and has not disapproved such payment w:thin the 

35 period, or at the time the commissioner has approved the 
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1 payment within the thirty-day period. 

2 For purposes of this subsection, an extraordinary dividend 

3 or distribution includes any dividend or distribution of cash 

4 or other property, whose fair market value together with that 

5 of other dividends or distributions made within the preceding 

6 twelve months exceeds the lesser of ten percent of the 

7 

8 

insurer's 

first day 

surplus related to policyholders as of the thirty

of December next preceding, or the net gain from 

of the insurer, if the insurer is a life insurer, 

income, if the insurer is not a life insurer, not 

11 including realized capital gains, for the twelve-month period 

12 ending the thirty-first day of December next preceding, but 

9 operations 

10 or the net 

13 does not include pro rata distributions of any class of the 

14 insurer's own securities. In determining whether a dividend 

IS or distribution is extraordinary, an insurer may carry forward 

16 net income or gain from operations from the previous two 

17 calendar years that has not already been paid out as 

18 dividends. This carry-forward shall be computed by taking the 

19 net income or gain 

20 preceding calendar 

from operations from the second and third 

years, not 

21 gains, less dividends paid in 

22 preceding calendar years. 

including realized capital 

the second and immediately 

23 Notwithstanding any other provision of law, an insurer may 

24 declare an extraordinary dividend or distribution which is 

25 conditional upon the commissioner's approval of the dividend 

26 Or distribution and the declaration does not confer any rights 

27 upon shareholders until the commissioner has approved the 

28 payment of the dividend or distribution or the commissioner 

29 has not disapproved the payment within the thirty-day period 

30 as provided in this subsection. 

31 Sec. 41. Section 507.13, Code 1991, is repealed. 

32 Sec. 42. Section 41 of this Act, as it amends section 

33 52lA.5, subsection 3, Code Supplement 1991, is effective 

34 October 31, 1993. 

35 EXPLANATION 
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1 The national associ.ation of insurance commissionecs (NArC) 

2 has initiated a program to accredit state insurance 

3 departments as approved insurance regulators. 'fhe NI\Ie 

4 minimum standards for accreditation require a state to have 

~ certain NArc model Acts and laws which relate to solvency and 

6 financial oversight. 

J Sections 1 through 7 and 42 amend chapter 507 relating to 

8 insurance company examinations. Sections 507.1 through 507.3, 

9 507.6, 507.10, and 507.17 are stricken and replaced. Section 

10 507.14 is amended. Section 507.13 is repealed. 

11 Section 1 establishes the purpose and definitions of 

12 chapter 507. 

13 Section 2 extends the minimum examination cycle to five 

14 years while allowing the commissioner to conduct examinations 

15 as often as deemed appropriate. 

16 Section 3 establishes the commissioner's authority to 

17 retain attorneys, appraisers, independent actuaries, 

18 independent certified public accountants, or other 

19 professionals and specialists as "examiners" and to bill the 

20 attendant costs to the company under examination. It also 

21 gives the commissioner the right to terminate or suspend a 

22 financial examination to pursue other legal or regulatory 

23 action against the company and to introduce as prima facie 

24 evidence or to otherwise make public any preliminary :indi~gs 

25 of fact or conclusions made in the course of the examination. 

26 Section 4 contains language on potential conflicts of 

27 interest that may bar an individual from appointment as an 

28 examiner. 

29 Section 5 revises the timetable for filing and adopting 

30 exam reports. and provides a delineation of the prescribed 

31 sequence for the Eiling, adoption, and issuance of orders and 

32 pUblication of reports. 

33 Under this section, the examiner-in-charge now has no more 

34 than 60 days from completion of an exam to file a verified and 

35 sworn written exam report. Upon receipt, the division must 
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1 then forward the report to the company allowing 30 days for 

2 the insurer to rebut any matters contained in the examination 

3 report. At the end of the 30 days, the commissioner is 

4 provided an additional 20 days to review the examination 

5 documents. 

6 Under section 6, the regulators and NAIC are obligated to 

7 protect the confidentiality of all information and 

8 documentation developed during the course of a financial 

9 examination, with certain exceptions. 

10 Section 7 protects examiners from civil and criminal 

11 liability. 

12 Sections 8-41 incorporate changes in existing laws to 

13 conform Iowa law to NAIC model laws. These changes reElect 

14 both additional requirements imposed from the ongoing efEorts 

15 of the NArc and corrections of deficiencies noted during the 

16 division's NAIC examination. 

17 Chapters S07C, SlOA, and 521A are amended. Among the 

18 changes: 

19 Section 10 expands the definition of "insolvency", and 

20 section 12 expands court jurisdiction. 

21 Section 13 establishes repayment as a condition for a 

22 release from a delinquency proceeding. 

23 Section 15 expands requirements for accounting to the 

24 court. 

25 Section 16 provides for an advisory committee for a 

26 rehabilitator, section 17 authorizes a rehabilitator to 

27 institute an action or proceeding, and section 18 provides for 

28 the rehabilitator to obtain a court order of liquidation. 

29 Section 19 requires an appeal pendency plan in liquidation 

]0 proceedings. 

31 Section 22 requires notice to agents and potential 

32 claimants of possible guaranty association coverage. 

33 Sections 24 through 29 further amend liquidation 

34 provisions. 

35 Section 30 provides funds which the commissioner may use 
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1. for detection and prevention of future insolvencies. 

2 Sections 32 through 34 relate to ancillary proceedings for 

3 a liquidation in another state. 

4 Sections 35 through 

5 Supplement relating to 

39 rewrite new chapter SIOA i:1 the Code 

property and 

6 Sections 40 and 41 amend chapter 

7 acquisitions by insurers. 

casualty insurers. 

52lA relating to 

8 Section 42 repeals section 507.13. 

9 Section 43 provides a special effective date for section 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

4l. 
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HOUSE CLIP SHEET MARCH 26, 1992 Page 19 

SENATE FILE 2286 
1J-55l7 

1 Amend Senate File 2286, as passed by the Senate, as 
2 follows: 
3 1. page 32, by inserting after line 30, the 
4 following: 
5 "Sec. The commissioner of insurance shall 
6 conduct a-study relating to the issues involved with 
7 compulsory proof of financial responsibility for all 
8 operators of motor vehicles in this state. The study 
9 shall include an analysis of the impact of requiring 

10 such coverage, including the number of additional 
11 operators acquiring coverage, the effect on premium 
12 costs to consumers, the impact on expenses which would 
13 be incurred by insurance carriers as a result of 
14 losses paid under such policies, and other related 
15 issues. 
16 The commissioner of insurance shall conduct at 
17 least one public hearing in each of the five new 
18 congressional districts during the 1992 legislative 
19 interim concerning the issue of compulsory proof of 
20 financial responsibility for all operators of motor 
21 vehicles in this state. The commissioner shall 
22 provide adequate notice of such hearings and encourage 
23 participation by all citizens in this state. The 
24 commissioner shall make an accurate record or summary 
25 of each meeting and provide a complete report to the 
26 general assembly no later than January 20, 1993, 
27 concerning the proceedings." 
28 2. Page 32, line 32, by striking the figure "41" 
29 and inserting the following: "40". 
30 3. By renumbering as necessary. 

H-55l1 FI~ED MARCH 25, 1992 
:~ L~J .;;f,., (0' 1/~ ) 

By COMMITTEE ON COMMERCE 
HANSEN of Woodbury, Chairperson 



SENATE CLIP SHEET APRIL 2, 1992 

BOUSE AMENDMENT TO 
SENATE FILE 2286 

5-5480 
1 Amend Senate File 2286, as passed by the Senate, as 

follows: 2 
3 
4 
5 
6 
7 
8 
9 

10 

1. Page 32, by inserting aEter line 30, the 
following: 

"Sec. The commissioner of insurance shall 
conduct a-study relating to the issues involved with 
compulsory proof of financial responsibility for all 
operators of motor vehicles in this state. The study 
shall include an analysis of the impact of requiring 
such coverage, including the number of additional 

11 operators acquiring coverage, the effect on premium 
12 costs to consumers, the impact on expenses which would 
13 be incurred by insurance carriers as a result of 
14 losses paid under such policies, and other related 
15 issues. 
16 The commissioner of insurance shall conduct at 
17 
18 
19 
20 
21 
22 
23 
24 
25 

6 
27 
28 
29 
30 

least one public hearing in each of the five new 
congressional districts during the 1992 legislative 
interim concerning the issue of compulsory proof of 
financial responsibility for all operators of motor 
vehicles in this state. The commissioner shall 
provide adequate -notice of such hearings and encourage 
participation by all citizens in this state. The 
commissioner shall make an accurate record or summary 
of each meeting and provide a complete report to the 
general assembly no later than January 20, 1993, 
concerning the proceedings.~ 

2. Page 32, line 32, by striking the figure "41" 
and inserting the following: "40". 

3. By renumbering as necessary. 
RECEIVED FROM THE HOUSE 

S-5480 FILED APRIL I, 1992 
i.e~-,-t:- _~-¢--.'c-,_~--,,~_)i_ 4/'; C, I_:uq) 

page 5 
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BY (PROPOSED DEPARTMENT OF 

COMMERCE/DIVISION OF 
INSURANCE BILL) 

Passed Senate, Date Passed House, Date 

Vote: Ayes Nays Vote: Ayes Nays 

An 

BE 

Approved __________________________ _ 

A BILL FOR 

Act relating to insurance regulation, including the financial 
supervision and solvency oversight of insurance companies by 

the commissioner of insurance and accreditation of the 
division of insurance as an approved insurance regulator by 

the national association of insurance commissioners, and 
providing penalties and an effective date. 

IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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1 Section 1. Section 507.1, Code 1991, is amended by 
2 striking the section and inserting in lieu thereof the 
3 following: 
4 507.1 PURPOSE -- DEFINITIONS. 
5 1. The purpose of this chapter is to provide an effective 
6 and efficient system for exam~n~ng the activities, operations, 

7 financial condition, and affairs of all persons transacting 
8 the business of insurance in this state and all persons 

9 otherwise subject to the jurisdiction of the commissioner. 
10 The chapter is intended to enable the commissioner to adopt a 
11 flexible system of examinations which directs resources as 
12 deemed appropriate and necessary for the administration of the 
13 insurance and insurance-related laws of this state. 
14 2. As used in this chapter, unless the context otherwise 

15 requires: 
16 a. "Commissioner" means the commissioner of insurance of 

17 this state. 
18 b. "Company" means any person engaging in or proposing or 

19 attempting to engage in any transaction or kind of insurance 
20 or surety business and any person or group of persons who may 
21 otherwise be subject to the administrative, regulatory, or 
22 taxing authority of the commissioner. 
23 c. "Division" means the division of insurance of the 
24 department of commerce. 
25 d. "Examiner" means any individual or firm authorized by 
26 the commissioner to conduct an examination pursuant to this 
27 chapter. 
28 e. "Insurer" includes all companies or associations 
29 organized under chapter 508, 511, 512A, 512B, 514, 514B, 515, 
30 S15C, or 518A, associations subject to chapters 518 and 520, 
31 and companies or associations admitted or seeking to be 
32 admitted to this state under any of those chapters. 
33 f. "Person" means any individual, aggregation of 
34 individuals, trust, association, partnership, or corporation 
35 or an affiliate of any of these. 
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Sec. 2. Section 507.2, Code 1991, is amended by striking 
the section and inserting in lieu thereof the following: 

507.2 AUTHORITY, SCOPE, AND SCHEDULING OF EXAMINATIONS. 
1. The commissioner or any of the commissioner's examiners 

may conduct an examination under this chapter of any company 
as often as the commissioner deems appropriate, but at a 
minimum, shall conduct an examination of any domestic insurer 
licensed in this state no less than once every five years. In 

scheduling and determining the nature, scope, and frequency of 
the examinations, the commissioner shall consider such matters 

as the results of financial statement analyses and ratios, 
changes in management or ownership, actuarial opinions, 

reports of independent certified public accountants, and other 
14 criteria as set forth in the examiners' handbook adopted by 
15 the national association of insurance commissioners and in 
16 effect when the commissioner exercises discretion under this 

17 section. 
18 2. For purposes of completing an examination of any 

19 company pursuant to this chapter, the commissioner may examine 
20 or investigate any person, or the business of any person, in 

21 so far as the examination or investigation is, in the sole 
22 discretion of the commissioner, necessary or material to the 
23 examination of the company. 
24 3. In lieu of an examination under this chapter of any 
25 foreign or alien insurer licensed in this state, the 
26 commissioner may accept an examination report on the company 
27 as prepared by the regulatory authority for insurance for the 
28 company's state of domicile or port-of-entry state until 
29 January 1, 1994. Thereafter, such reports shall only be 

accepted if the regulatory authority was at the time of the 
examination accredited under the national association of 
insurance commissioners' financial regulation standards and 
accreditation program or the examination is performed under 
the supervision of an accredited regulatory authority or with 

30 

31 
32 
33 
34 

35 the participation of one or more examiners who are employed by 
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1 the accredited state and who, after a review of the 
2 examination work papers and report, state under oath that the 

3 examination was performed in a manner consistent with 
4 standards and procedures required by their insurance 

5 department. 
6 Sec. 3. Section 507.3, Code 1991, is amended by striking 
7 the section and inserting in lieu thereof the following: 

8 507.3 CONDUCT OF EXAMINATIONS. 
9 1. Upon determining that an examination should be 

10 conducted, the commissioner or the co~~issioner's designee may 

11 issue an examination warrant appointing one or more examiners 
12 to perform the examination and instructing them as to the 
13 scope of the examination. In conducting the examination, the 
14 examiner shall observe those guidelines and procedures set 
15 forth in the examiners' handbook adopted by the national 
16 association of insurance commissioners. The commissioner may 

17 also employ other guidelines as the commissioner deems 
18 appropriate. 

19 2. A company or person from whom information is sought and 
20 its officers, directors, and agents shall provide to the 
21 examiners appointed under subsection 1, timely, convenient, 
22 and free access at all reasonable hours at its offices to all 
23 books, records, accounts, papers, documents, and any or all 
24 computer or other recordings relating to the property, assets, 
25 business, and affairs of the company being examined. The 
26 officers, directors, employees, and agents of the company or 

27 person shall facilitate the examination and aid in the 
28 examination so far as it is in their power to do so. The 
29 refusal of any company, by its officers, directors, employees, 
30 or agents, to submit to examinations or to comply with any 
31 reasonable written request of the examiners is grounds for 
32 suspension or revocation of, or nonrenewal of, any license or 
33 authority held by the company to engage in the business of 
34 insurance or other business subject to the commissioner's 
35 jurisdiction. Should a company decline or refuse to submit to 
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1 an examination as provided in this chapter, the commissioner 
2 shall immediately revoke its certificate of authority, and if 

3 the company is organized under the laws of this state, the 

4 commissioner shall report the commissioner's action to the 

5 attorney general, who shall immediately apply to the district 
6 court for the appointment of a receiver to administer the 

7 final affairs of the company. 
8 3. The commissioner or any of the commissioner's examiners 

9 may issue subpoenas, administer oaths, and examine under oath 
10 any person as to any matter pertinent to the examination. 

11 Upon the failure or refusal of any person to obey a subpoena, 

12 the commissioner may petition a court of competent 

13 

14 

15 
16 

17 
18 

19 

20 

21 

jurisdiction, and upon proper showing, the court may enter an 
order compelling the witness to appear and testify or produce 

documentary evidence. Failure to obey the court order is 
punishable as contempt of court. 

4. When making an examination under this chapter, the 

commissioner may retain attorneys, appraisers, independent 

actuaries, independent certified public accountants, or other 

professionals and specialists as examiners, the cost of which 

shall be borne by the company which is the subject of the 
22 examination. 

23 5. This chapter does not limit the commissioner's 
24 authority to terminate or suspend any examination in order to 

25 pursue other legal or regulatory action pursuant to the 
26 insurance laws of this state. Findings of fact and 

27 conclusions made pursuant to any examination are deemed to be 
28 prima facie evidence in any legal or regulatory action. 

29 Sec. 4. Section 507.6, Code 1991, is amended by striking 
30 the section and inserting in lieu thereof the following: 

31 507.6 CONFLICT OF INTEREST. 
32 1. An examiner shall not be appointed by the commissioner 

33 if the examiner, either directly or indirectly, has a conflict 
34 of interest or is affiliated with the management of or owns a 

35 pecuniary interest in any person subject to examination under 
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1 this chapter. This section shall not be construed to 
2 automatically preclude an examiner from being any of the 

3 following: 
4 a. A policyholder or claimant under an insurance policy. 

5 b. A grantor of a mortgage or similar instrument on the 
6 examiner's residence to a regulated entity if done under 
7 customary terms and in the ordinary course of business. 
8 c. An investment owner in shares of regulated diversified 
9 investment companies. 

10 d. A settlor or beneficiary of a blind trust into which 

11 any otherwise impermissible holdings have been placed. 
12 2. Notwithstanding the requirements of subsection 7, the 

13 commissioner may retain from time to time, on an individual 
14 basis, qualified actuaries, certified public accountants, or 
15 other similar individualS who are independently practicing 
16 their professions, even though the persons may from time to 

17 time be similarly employed or retained by persons subject to 
18 examination under this chapter. 

19 Sec. 5. Section 507.10, Code 1991, is 
20 the section and inserting in lieu thereof 

21 507.10 EXAMINATION REPORTS. 

amended by striking 
the following: 

22 1. GENERAL DESCRIPTION. All examination reports shall be 
23 comprised only of facts appearing upon the books, records, or 
24 other documents of the company, its agents, or other persons 
25 examined, or as ascertained from the testimony of its officers 
26 or agents or other persons examined concerning its affairs, 
27 and such conclusions and recommendations as the examiners find 
28 reasonably warranted from the facts. 

29 2. FILING OF EXAMINATION REPORT. No later than sixty days 
30 following completion of the examination, the examiner in 
31 charge shall file with the division a verified written report 
32 of examination under oath. Upon receipt of the verified 
33 report and after administrative review, the division shall 
34 transmit the report to the company examined, together with a 
35 notice which shall afford the company examined a reasonable 
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opportunity of not more than twenty days to make a written 
submission or rebuttal with respect to any matters contained 

in the examination report. 
3. ADOPTION OF REPORT ON EXAMINATION. Within twenty days 

of the end of the period allowed for the receipt of written 

submissions or rebuttals, the commissioner shall fully 
consider and review the report, together with any written 
submissions or rebuttals and any relevant portions of the 
examiner's work papers and enter an order which does one of 
the following: 

a. Adopts the examination report as filed or with 
modification or corrections. If the examination report 

13 reveals that the company is operating in violation of any law 
14 or a rule or prior order of the commissioner, the commissioner 

15 may order the company to take any action the commissioner 
16 considers necessary and appropriate to cure the violation. 
17 b. Rejects the examination report with directions to the 
18 examiners to reopen the examination for purposes of obtaining 
19 additional data, documentation, or information, and refiling 
20 pursuant to subsection 1 above. 

21 c. Calls for an investigatory hearing with no less than 
22 twenty days notice to the company for purposes of obtaining 

23 
24 

25 
26 
27 
28 

29 

30 

31 
32 

33 
34 
35 

additional documentation, data, information, and testimony. 
4. ORDERS AND PROCEDURES. 

a. All orders entered pursuant to subsection 3, paragraph 
"a", shall be accompanied by findings and conclusions 
resulting from the commissioner's consideration and review of 
the examination report, relevant examiner work papers, and any 
written submissions or rebuttals. Any such order is a final 
administrative decision and may be appealed pursuant to 

chapter l7A, and shall be served upon the company by certified 
mail, together with a copy of the adopted examination report. 

Within thirty days of this issuance of the adopted report, the 
company shall file affidavits executed by each of its 
directors stating under oath that they have received a copy of 
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1 the adopted report and related orders. 
2 b. Any hearing conducted under subsection 3, paragraph 

3 "CO, by the commissioner or an authori~ed representative, 
4 shall be conducted as a nonadversarial, confidential, 

5 investigatory proceeding as necessary for the resolution of 
6 any inconsistencies, discrepancies, or disputed issues 
7 apparent upon the face of the filed examination report or 
8 indicated as a result of the commissioner's review of relevant 
9 work papers or by the written submission or rebuttal of the 

10 company. Within twenty days of the conclusion of any such 

11 hearing, the commissioner shall enter an order pursuant to 
12 subsection 3, paragraph "a". 

13 (1) The commissioner shall not appoint an examiner as an 
14 authori~ed representative to conduct the hearing. The hearing 
15 shall proceed expeditiously with discovery by the company 
16 limited to the examiner's work papers which tend to 
17 substantiate any assertions set forth in any written 
18 submission or rebuttal. The commissioner or a representative 

19 acting on the commissioner's behalf may issue subpoenas for 
20 the attendance of any witnesses or the production of any 
21 documents deemed relevant to the investigation whether under 
22 the control of the division of insurance, the company, or 
23 other persons. The documents produced shall be included in 
24 the record and testimony taken by the commissioner or a 
25 representative acting on the commissioner's behalf shall be 
26 under oath and preserved for the record. 
27 This section does not require the division of insurance to 
28 disclose any information or records which would indicate or 
29 show the existence of any investigation or activity of a 
30 criminal justice agency. 

31 (2) The hearing shall proceed with the commissioner or 
32 the commissioner's representative posing questions to the 
33 persons subpoenaed. Thereafter the company and the division 
34 may present testimony relevant to the investigation. Cross 
35 examination shall be conducted only by the commissioner or the 
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commissioner's representative. The company and the division 
shall be permitted to make closing statements and may be 
represented by counsel. 

5. PUBLICATION AND USE. 

a. Upon the adoption of the examination report under 
subsection 3, paragraph "a", the commissioner shall continue 

to hold the content of the examination report as private and 
confidential information for a period of twenty days except to 
the extent provided in subsection 2. Thereafter, the 
commissioner may open the report for public inspection so long 

11 as no court of competent jurisdiction has stayed its 
12 p'.lblicction. 
13 b. The commissioner is not prevented from disclosing the 
14 content of an examination report, preliminary examination 

15 report or results, or any matter relating to the report, to an 
16 insurance department of any other state or country, or to law 

17 enforcement officials of this or any other state or an agency 
18 of the federal government at any time, so long as such agency 
19 or office receiving the report, or matters relating to the 
20 report, agrees in writing to maintain the confidentiality of 
21 the report or such matters in a manner consistent with this 
22 chapter. 

23 c. If the commissioner determines that regulatory action 

25 

26 

24 is appropriate as a result of any examination, the 
commissioner may initiate any proceeding or action as provided 
by law. 

27 

28 
29 

30 

31 
32 

33 

34 

35 

6. CONFIDENTIALITY OF ANCILLARY INFORMATION. All working 
papers, recorded information, documents, and copies of such 
items produced by, obtained by, or disclosed to the 
commissioner or any other person in the course of an 
examination made under this chapter shall be given 
confidential treatment and are not subject to subpoena and 

shall not be made public by the commissioner or any other 
person, except to the extent provided in subsection 5. Access 
may also be granted to the national association of insurance 
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1 commissioners. Such parties must agree in writing prior to 
2 receiving the information to maintain the confidentiality of 

3 the information in the same manner as required by this 
4 section, unless the prior written consent of the company to 

5 which the information pertains has been obtained. 
6 Sec. 6. Section 507.14, Code Supplement 1991, is amended 

7 to read as follows: 
8 507.14 CONFIDENTIAL DOCUMENTS -- EXCEPTIONS. 
9 A preliminary report7-~re%iminar!-or-~ina%7 of an 

10 examination of a domestic or foreign insurer, and all notes, 
11 work papers, or other documents related to an examination of 
12 an insurer are not public records under chapter 22 except when 

13 sought by the insurer to whom they relateL or an insurance 
14 regulator of another state, or the national association of 

15 insurance commissioners, and shall be privileged and 
16 confidential in any judicial or administrative proceeding 
17 except any of the following: 
18 1. An action commenced by the commissioner under chapter 

19 507C. 
20 2. An administrative proceeding brought by the insurance 

21 division under chapter 17A. 
22 3. A judicial review proceeding under chapter 17A brought 
23 by an insurer to whom the records relate. 
24 4. An action or 
25 criminal provisions 
26 States. 

proceeding which arises out of the 
of the laws of this state or the United 

27 5. An action brought in a shareholders' derivative suit 
28 against an insurer. 
29 6. An action brought to recover moneys or to recover upon 
30 an indemnity bond for embezzlement, misappropriation, or 

31 misuse of insurer funds. 
32 7. Any other legal action which the commissioner deems 

33 appropriate. 
34 A-report-o~-an-exaM~nat~on-of-a-dome~t~e-or-~orei~n-ins~rer 

35 v~~e~-i~-pre%iminary-~nder-t~e-r~%es-of-t~e-di~i~ion-i~-not-a 
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p~e%ie-reeera-~ftaer-ehap~er-~~-exeep~-wheft-so~gh~-by-~he 

ifts~rer-~o-whieh-~he-repor~-re%a~es-or-aft-ifts~raftee-reg~%ater 

e£-afto~her-s~a~e7-efta-is-priyi%eged-afta-eoft£iaeft~ia%-%ft-efty 

;~aieia%-or-admiftis~re~iye-preeeediftg~ 

A financial statement filed by an employer self-insuring 
workers' compensation liability pursuant to section 87.11, or 

the working papers of an examiner or the division in 
connection with calculating 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. The financial information of a 

nonpublicly traded employer which self-insures for workers' 
compensation liability pursuant to section 87.11 is protected 

17 as proprietary trade secrets to the extent consistent with the 
18 commissioner's duties to oversee the security of self-insured 
19 workers' compensation liability. 
20 Sec. 7. Section 507.17, Code 1991, is amended by striking 
21 the section 
22 507.17 

and inserting in lieu thereof 
IMMUNITY FROM LIABILITY. 

the following: 

23 1. A cause of action does not arise nor shall any 
24 liability be imposed against the commissioner, the 
25 commissioner's authorized representative, or any examiner 
26 appointed by the commissioner for any statements made or 
27 conduct performed in good faith while carrying out the 
28 provisions of this chapter. 
29 2. A cause of action does not arise, nor shall any 
30 liability be imposed against any person for the act of 
31 communicating or delivering information or data to the 
32 commissioner or the commissioner's authorized representative, 
33 or an examiner pursuant to an examination made under this 
34 chapter, if the act of communication or delivery was performed 

35 in good faith and without fraudulent intent or the intent to 
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1 deceive. 
2 3. 

3 common 

This section does not abrogate or modify in any way any 

law or statutory privilege or immunity enjoyed by any 

4 person identified in subsection 1. 

5 

6 

4. A person identified in subsection 1 is entitled to an 

award of attorney's fees and costs if the person is the 

7 prevailing party in a civil cause of action for libel, 

8 slander, or any other relevant tort arising out of activities 

9 in carrying out the provisions of this chapter and the party 

10 bringing the action was not substantially justified in doing 

11 so. For purposes of this section, a proceeding is 

12 substantially justified if the proceeding has a reasonable 

13 basis in law or fact at the time that it is initiated. 

14 Sec. 8. Section 507C.l, 

15 1, Code 1991, is amended to 

subsection 4, unnumbered paragraph 

read as follows: 

16 The purpose of this chapter is the protection of the 

17 interests of iftSH~ee insureds, claimants, creditors, and the 

18 public, with minimum interference with the normal prerogatives 

19 of the owners and managers of insurers, through all of the 
20 following: 

21 Sec. 9. Section 507C.l, subsection 4, Code 1991, is 

22 amended by adding the following new paragraph: 

23 NEW PARAGRAPH. g. Providing for a comprehensive scheme 

24 for the rehabilitation and liquidation of insurance companies 

25 and those subject to this chapter as part of the regulation of 

26 the business of insurance, the insurance industry, and 

27 insurers in this state. Proceedings in cases of insurer 

28 insolvency and delinquency are deemed an integral aspect of 

29 the business of insurance and are of vital public interest and 

30 concern. 

31 Sec. 10. Section S07C.2, subsections 9, 10, 11, and 13, 

32 Code 1991, are amended to read as follows: 

33 9. "General assets" means all real, personal, or other 

34 propertY7-~ee%-o~-~e~SOfta%, not specifically mortgaged, 

35 pledged, deposited, or otherwise encumbered for the security 
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1 or benefit of specified persons or classes of persons. As to 
2 specifically encumbered property, "general assets" includes 
3 all property or its proceeds in excess of the amount necessary 
4 to discharge the sum or sums secured by the property or its 

5 proceeds. Assets held in trust and on deposit for the 
6 security or benefit of all policyholders or all policyholders 

7 and creditors, in more than a single state, shall be treated 
8 as general assets. 

9 10. "Guaranty association" means the Iowa insurance 
10 guaranty association created in chapter 515B, the Iowa life 

11 and health insurance guaranty association created in chapter 
12 508e, and any other similar entity either presently existing 
13 or to be created by the general assembly for the payment of 
14 claims of insolvent insurers. "Foreign guaranty association" 

15 means a similar entity presently existing in or to be created 
16 in the future by the legislature of any other state. 

17 11. "Insolvency" or "insolvent" means ei:i:l'ler any of the 
18 following: 

19 a. For an insurer issuing only assessable fire insurance 
20 policies, either of the following: 
21 (1) The inability to pay any obligation within thirty days 
22 after it becomes payable. 
23 (2) If an assessment is made, the inability to pay the 
24 assessment within thirty days following the date specified in 

25 the first assessment notice issued after the date of loss. 
26 b. For aft any other insurer that it is unable to pay its 
27 obligations when they are due, or when its admitted assets do 
28 not exceed its liabilities plus the greater of: 
29 (1) Any capital and surplus required by law for its 
30 organization. 
31 (2) The total par or stated value of its authorized and 
32 issued capital stock. 
33 b c. As to an insurer licensed to do business in this 
34 state as of July 1, 1984L which does not meet the standard 

35 established under paragraph "a ~"L the term "insolvency" or 
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1 "insolvent" shall mean, for a period not to exceed three years 
2 from July 1, 1984, that it is unable to pay its obligations 
3 when they are due or that its admitted assets do not exceed 
4 its liabilities plus any required capital contribution ordered 

5 by the commissioner under provisions of the insurance law. 
6 For purposes of this subsection "liabilities" !Ihell-ineitlc1e 

7 includes but is not be limited to reserves required by statute 
8 or by the division's rules or specific requirements imposed by 

9 the commissioner upon a company at the time of or subsequent 
10 to admission. 
11 13. "Preferred claim" means a claim with respect to which 
12 the te~ms of this chapter ~rane accord priority of payment 

13 from the general assets of the insurer. 
14 Sec. 11. Section 507C.4, sUbsection 3, paragraph b, Code 

15 1991, is amended to read as follows: 
16 b. In an action on or incident to a reinsurance contractL 

17 if the person served is a reinsurer who has at any time 
18 written a policy of reinsurance for an insurer against which a 

19 rehebiiiteeion-or-iiq~idet±on-order-i~-in-e££eee-when-the 
20 eet±on-±~-eommeneed delinguency proceeding has been 
21 instituted, or is an agent or broker of or for the reinsurer 
22 and the action results from or is incident to the relationship 
23 with the reinsurer. 
24 Sec. 12. Section 507C.4, subsection 3, Code 1991, is 

25 amended by adding the following new paragraphs: 
26 NEW PARAGRAPH. d. In an action if the person served is or 
27 was at the time of the institution of the delinquency 
28 proceeding against the insurer holding assets which are the 
29 subject of the proceeding and in which the receiver claims an 
30 interest on behalf of the insurer. 
31 NEW PARAGRAPH. e. If the person served is obligated to 

I 

, 

32 the insurer in any way whatsoever, in an action on or incident 

33 to the obligation. I 
34 Sec. 13. NEW SECTION. 507C.8A CONDITION ON RELEASE FROM 

35 DELINQUENCY PROCEEDINGS. 
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1 An insurer subject to a delinquency proceeding shall not be 
2 released from the delinquency proceeding unless the proceeding 
3 is converted into a rehabilitation or liquidation proceeding; 
4 shall not be permitted to solicit or accept new business, or 
5 request or accept the restoration of any suspended or revoked 
6 license or certificate of authority; and shall not be returned 

7 to the control of the insurer's shareholders or private 
8 management, or have any of the insurer's assets returned to 

9 the control of its shareholders or private management, until 
10 all payments of or on account of the insurer's contractual 

11 obligations by all guaranty associations, along with all 
12 expenses of such obligations and interest on all such payments 

13 and expenses, have been repaid to the guaranty association or 
14 a plan of repayment by the insurer is approved by the guaranty 
15 association. 
16 Sec. 14. Section 507C.ll, Code 1991, is amended to read as 
17 follows: 
18 507C.ll CONFIDENTIALITY OF HEARINGS. 

19 Notwithstanding chapter 22, in all administrative 
20 proceedings pursuant to sections 507C.9 and 507C.lO all 

21 records and documents pertaining to or a part of the record of 
22 the proceedings are confidential except as is necessary to 
23 obtain compliance with a proceeding. However, the records may 
24 be released if either of the following occurs: 
25 1. The insurer requests that the records be made public. 
26 2. After a hearing on the issue with the parties to the 
27 proceeding, the court orders that the records be made public. 
28 Until such court order, the clerk of court shall hold all 
29 papers filed in a confidential file. 
30 Sec. 15. Section 507C.13, subsection 2, Code 1991, is 

31 amended to read as follows: 
32 2. An order issued under this section ~"a%%-req~±re 
33 requires accounting to the court by the rehabilitator. 
34 Accountings shall be at 

35 specifies in the order. 
intervals the court ~pecif±ed 

Each accounting must include a report 
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1 concerning the rehabilitator's opinion as to whether a plan 
2 pursuant to section S07C.14, subsection 4, will be prepared. 
3 If the rehabilitator includes in any accounting that such a 
4 plan is likely, the accounting shall also include a proposed 
5 timetable for the preparation and implementation of the plan. 
6 Sec. 16. Section S07C.14, Code 1991, is amended by adding 
7 the following new subsection following subsection 2, and 
8 renumbering the remaining subsections: 
9 NEW SUBSECTION. 2A. The rehabilitator, with the approval 

10 of the court, may appoint an advisory committee of 

11 policyholders, claimants, or other creditors including 
12 guaranty associations, should the rehabilitator deem it to be 
13 necessary. Each member of the advisory committee shall be 
14 reimbursed for necessary travel and actual expenses incurred 
15 in fulfilling the duties of the advisory committee. The 
16 rehabilitator shall not appoint any other committee related to 

17 proceedings pursuant to this chapter. 
18 Sec. 17. Section S07C.15, subsections 1 and 2, Code 1991, 

19 are amended to read as follows: 
20 1. A court in this state, before which an action or 
21 proceeding in which the insurer is a party or is obligated to 
22 defend a party is pending when a rehabilitation order against 
23 the insurer is entered, shall stay the action or proceeding 
24 for ninety days and any additional time as necessary for the 
25 rehabilitator to obtain proper representation and prepare for 
26 further proceedings. The rehabilitator shall take action 
27 respecting the pending litigation as necessary in the 
28 interests of justice and for the protection of creditors, 

29 policyholders, and the public. The rehabilitator shall 
30 immediately consider all litigation pending outside this state 
31 and shall petition the courts having jurisdiction over that 
32 litigation for stays whenever necessary to protect the estate 
33 of the insurer. 
34 2. A statute 
35 run in an action 

of limitations or defense of laches shall not 
by or against an insurer between the filing 
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of a petition for appointment of a rehabilitator for that 
insurer and the order granting or denying that petition. An 

action by or against the insurer that might have been 
commenced when the petition was filed may be commenced for at 

least sixty days after the order of rehabilitation is entered 
or the petition is denied. The rehabilitator, upon the 
issuance of an order for rehabilitation pursuant to section 
507C.13, may institute an action or proceeding on behalf of 

the insurer based upon a cause of action for which the period 
of limitation has not expired at the time of the filing of the 

petition for an order to rehabilitate. The action or 
proceeding by the rehabilitator may be instituted within one 
year or a longer period if provided by applicable law, of the 
issuance of the order for rehabilitation. 

Sec. 18. Section 507C.16, Code 1991, is amended by adding 
the following new subsection: 

17 NEW .SUBSECTION. 3. If the payment of obligations pursuant 
18 to a policy issued by the insurer is suspended in substantial 
19 part for a period of six months at any time after the 
20 appointment of the rehabilitator, and the rehabilitator has 

21 not filed an application for a plan pursuant to section 
22 507C.14, subsection 4, the rehabilitator shall petition the 
23 court for an order of liquidation on grounds of insolvency. 
24 Sec. 19. Section 507C.18, Code 1991, is amended to read as 
25 follows: 
26 507C.18 LIQUIDATION ORDERS. 
27 1. An order to liquidate the business of a domestic 
28 insurer shall appoint the commissioner as liquidator and shall 
29 direct the liquidator to immediately take possession of the 
30 assets of the insurer and to administer them under the general 
31 supervision of the court. The liquidator shaii-be is vested 
32 with the title to the property, contracts, and rights of 
33 action and the bookS and records of the insurer ordered 
34 liquidated, wherever located, as of the entry of the final 
35 order of liquidation. The filing or recording of the order 
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1 with the clerk of the court and the recorder of deeds of the 
2 county in which its principal office or place or business is 

3 located, or, in the case of real estate with the recorder of 
4 deeds of the county where the property is located, sha%%-be is 

5 notice as a deed, bill of sale, or other evidence of title 
6 duly filed or recorded with the recorder of deeds. 
7 2. Upon issuance of the order, the rights and liabilities 
8 of an insurer and of its creditors, policyholders, 

9 shareholders, members~ and other persons interested in its 
10 estate shall become fixed as of the date of entry of the order 

11 of liquidation, except as provided in sections 507C.19 and 
12 507C.37. 

13 3. An order to liquidate the business of an alien insurer 
14 domiciled in this state shai% must be in the same terms and 

I 

15 have the same legal effect as an order to liquidate a domestic 
16 insurer, except that the assets and the business in the United I 
17 States shall be the only assets and business included in the ' 
18 order. 

19 4. At the time of petitioning for an order of liquidation, 
20 or at any time thereafter, the commissioner, after making 
21 appropriate findings of an insurer's insolvency, may petition 
22 the court for a declaration of insolvency. After providing 
23 notice and hearing as it deems proper, the court may make the 
24 declaration. 
25 5. An order issued under this section shall require 
26 accounting to the court by the liquidator. Accountings, at a 
27 minimum, must include all funds received or disbursed by the 
28 liquidator during the current period. An accounting shall be 
29 at-±nte~~a%s-spee±f±ee-±n-the filed within one year of the 
30 liquidation order and at such other times as the court may 
31 reguire. 
32 6. a. Within five days of the effective date of this 
33 section or, if later, within five days after the initiation of 
34 an appeal of an order of liquidation, which order has not been 
35 stayed, the commissioner shall present for the court's 
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approval a plan for the continued performance of the defendant 
company's policy claims obligations, including the duty to 
defend insureds under liability insurance policies, during the 
pendency of an appeal. The plan shall provide for the 

continued performance and payment of policy claims obligations 
in the normal course of events, notwithstanding the grounds 

alleged in support of the order of liquidation including the 
8 ground of insolvency. If the defendant company's financial 

9 condition will not, in the judgment of the commissioner, 
10 support the full performance of all policy claims obligations 
11 during the appeal pendency period, the plan may prefer the 
12 claims ~f certain policyholders and claimants over creditors 
13 and interested parties as well as other policyholders and 
14 claimants, as the commissioner finds to be fair and eguitable 

15 considering the 

16 and claimants. 

relative circumstances of such policyholders 
The court shall examine the plan submitted by 

17 the commissioner and if it finds the plan to be in the best 
18 interests of the parties, the court shall approve the plan. 

19 No action shall lie against the commissioner or any of the 
20 commissioner's deputies, agents, clerks, assistants, or 

21 attorneys by any party based on preference in an appeal 
22 pendency plan approved by the court. 
23 b. The appeal pendency plan shall not supersede or affect 
24 the obligations of any insurance guaranty association. 
25 c. Any such plans shall provide for equitable adjustments 
26 to be made by the liquidator to any distributions of assets to 
27 guaranty associations, in the event that the liquidator pays 
28 claims from assets of the estate, which would otherwise be the 
29 obligations of any particular guaranty association but for the 
30 appeal of the order of liquidation, such that all guaranty 
31 associations equally benefit on a pro rata basis from the 
32 assets of the estate. If an order of liquidation is set aside 
33 upon an appeal, the company shall not be released from 
34 delinquency proceedings unless and until all funds advanced by 
35 a guaranty association, including reasonable administrative 
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1 expenses in connection therewith relating to obligations of 
2 

3 

the company, shall be repaid in full, together with interest 

at the judgment rate of interest, or unless an arrangement for 
4 repayment thereof has been made with the consent of all 

5 applicable guaranty associations. 

6 Sec. 20. Section 507C.21, subsection 1, paragraph j, Code 

7 1991, is amended to read as follows: 

8 j. Borrow money on the security of the insurer's assets or 

9 without security and execute and deliver documents necessary 
10 to that transaction for the purpose of facilitating the 
11 liquidation. Money borrowed pursuant to this paragraph shall 
12 be repaid as an administrative expense and have priority over 

13 any other class 1 claims under the priority of distribution 
14 established in section 507C.42. 

15 Sec. 21. Section 507C.21, subsection 1, Code 1991, is 
16 amended by adding the following new paragraph: 

17 NEW PARAGRAPH. w. Audit the booKs and records of all 
18 agents of the insurer which relate to the business of the 
19 insurer. 

20 Sec. 22. Section 507C.22, Code 1991, is amended by adding 
21 the following new subsection: 

22 NEW SUBSECTION. 2A. a. Notice to agents of the insurer 

23 and potential claimants who are policyholders under subsection 
24 1, where applicable, shall include notice that coverage by 

25 state guaranty associations may be available for all or part 
26 of policy benefits in accordance. with applicable state 

27 guaranty laws. 
28 b. The liquidator shall promptly provide to the guaranty 
29 associations such information concerning the identities and 
30 addresses of the policyholders and their policy coverages as 

31 may be within the liquidator's possession or control, and 
32 otherwise cooperate with guaranty associations to assist them 

33 in providing to the policyholders timely notice of the 
34 guaranty associations' coverage of policy benefits including, 

35 as applicable, coverage of claims and continuation or 
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1 termination of coverage. 
2 Sec. 23. Section 507C.23, subsection 2, Code 1991, is 

3 amended to read as follows: 
4 2. An agent failing to ~ive-notiee-or-fi%e-a-re~ort-of 
5 eOM~%ianee provide information as required in subsection 1 may 
6 be subject to payment of a penalty of not more than one 
7 thousand dollars and may have the agent's license suspended. 
8 The penalty is to be imposed only after a hearing held by the 

9 commissioner. 
10 Sec. 24. Section 507C.24, subsections 1 and 2, Code 1991, 

11 are amended to read as follows: 
12 1. After the issuance of an order appointing a liquidator 

13 of a domestic insurer or of an alien insurer domiciled in this 
14 state, action at law or equity shall not be brought against 
15 the insurer or liquidator in this state or elsewhere, nor 
16 shall existing actions be maintained or further presented 
17 after issuance of the order. The courts of this state shall 
18 give full faith and credit to injunctions against the 

19 liquidator or the insurer or the continuation of existing 
20 actions against the liquidator or the insurer, when the 
21 injunctions are included in an order to liquidate an insurer 
22 issued pursuant to corresponding provisions in other states. 
23 Whenever in the liquidator's judgment, protection of the 
24 estate of the insurer necessitates intervention in an action 
25 against the insurer that is pending outside this state, the 
26 liquidator may intervene in the action. The liquidator may 

27 defendL at the expense of the estate of the insurerL an action 
28 in which the liquidator intervenes under this section. 

29 2. Within two years or such additional time as applicable 
30 law may permit, the liquidator may after the issuance of an 
31 order for liquidation institute an action or proceeding on 
32 behalf of the estate of the insurer upon any cause of action 
33 against which the period of limitation fixed by applicable law 
34 has not expired at the time of the filing of the petition upon 
35 which the order is entered. Where If a period of limitation 
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1 is fixed by agreement for instituting a suit or proceeding 
2 upon a claim, or for filing a claim, proof of claim, proof of 

3 loss, demand, notice, or the like, or where if in a 
4 proceeding, judicial or otherwise, a period of limitation is 

5 fixed in the proceeding or pursuant to applicable law for 
6 taking an action, filing a claim or pleading, or doing an act, 

7 and where-±~-a~y-ease if the period had not expired at the 
8 date of the filing of the petition, the liquidator may, for 

9 the benefit of the estate, take any action or do any act, 
10 required of or permitted to the insurer, within a period of 

11 one hundred eighty days subsequent to the entry of an order 
12 for liquidation, or within a further period as is shown to the 

13 satisfaction of the court not to be unfairly prejudicial to 
14 the other party. 
15 Sec. 25. Section 507C.27, Code 1991, is amended by adding 

t 

16 the following new subsection: I 
17 NEW SUBSECTION. 2A. A person receiving any property from 
18 the insurer or any benefit of the insurer which is a 

19 fraudulent transfer under subsection 1 is personally liable 
20 for the property or benefit and shall account to the 
21 liquidator. 
22 Sec. 26. Section 507C.30, subsection 2, Code 1991, is 
23 amended by adding the following new paragraph following 
24 paragraph b and relettering the remaining paragraphs: 
25 NEW PARAGRAPH. c. The obligation of the insurer is owed 
26 to the affiliate of such person, or any other entity or 

27 association other than the person. 
28 Sec. 27. Section 507C.34, subsection I, Code 1991, is 

29 amended to read as follOWS: 
30 1. Within one hundred twenty days of a final determination 
31 of insolvency under this chapter as assets become available, 
32 the liquidator shall make application to the court for 
33 approval of a proposal to disburse assets out of marshaled 
34 assets to a guaranty association or foreign guaranty 
35 association having obligations because of the insolvency. An 
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1 application and disbursement of assets shall be made from time 
2 to time as assets become available. If the liquidator 

3 determines that there are insufficient assets to disburse, the 
4 application required by this section shall be considered 
5 satisfied by a filing by the liquidator stating the reasons 
6 for this determination. 

7 Sec. 28. Section 507C.40, Code 1991, is amended to read as 
8 follows: 

9 507C.40 CLAIMS OF SURETY. 
10 If a creditor~ whose claim against an insurer is secured in 
11 whole or in part, by the undertaking of another person, fails 

12 to prove and file that claim, then the other person may do so 

13 in the creditor's name.--~"e-s~~e~y and shall be subrogated to 
14 the rights of the creditor, whether the claim has been filed 
15 by the creditor or by the s~re~y other person in the 
16 creditor's name to the extent that the sa~e~y other person 
17 discharges the undertaking. However, in the absence of an 
18 agreement with the creditor to the contrary. the sa~e~y other 

19 person is not entitled to any distribution until the amount 
20 paid to the creditor on the undertaking plus the distributions 

21 paid on the claim from the insurer's estate to the creditor 
22 eqaais equal the amount of the entire claim of the creditor. 

23 An excess received by the creditor shall be held by the 
24 creditor in trust for the sarety other person. As used in 
25 this section, "st2~e~yll "other person" is not intended to apply 
26 to a guaranty association or foreign guaranty association. 
27 Sec. 29. Section 507C.42, subsections 1, 2, 3, 4, and 5, 
28 Code 1991, are amended to read as follows: 

29 1. CLASS 1. The costs and expenses of administration, 
30 including but not limited to the following: 

31 a. The actual and necessary costs of preserving or 
32 recovering the assets of the insurer. 
33 b. Compensation for all authorized services rendered in 
34 the liquidation. 
35 c. Necessary filing fees. 
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1 d. The fees and mileage payable to witnesses. 

2 e. Rea~ona~ie Authorized reasonable attorney's fees and 

3 other professional services rendered in the liquidation. 
4 f. The reasonable expenses of a guaranty association or 
5 foreign guaranty association %n handling claims for loss 
6 adjustment expenses. 

7 2. CLASS 2. ge~t~-dee Reasonable compensation to 

8 employees for services performed to the extent that they do 

9 not exceed one-ehott~and-doiiars two months of monetary 
10 compensation and represent payment for services performed 

11 within one year before the filing of the petition for 
12 liquida~ion or, if the rehabilitation preceded liquidation, 

13 within one year before the filing of the petition for 
14 rehabilitation. Officers and directors are not entitled to 

15 the benefit of this priority. The priority is in lieu of 
16 other similar priority which may be authorized by law as to 

~~ compensation of employees. 17 wages 
18 3. CLASS 3. Claims under policies, including claims of 

19 the federal or any state or local government, for losses 
20 incurred, including third-party claims, claims against the 

21 insurer for liability for bodily injury or for injury to or 

22 destruction of tangible property which are not under policies, 
23 and claims of a guaranty association or foreign guaranty 
24 association. Claims under nonassessable policies for unearned 
2S premium. Claims under life insurance and annuity policies, 
26 whether for death proceeds, annuity proceeds, or investment 

27 values shall be treated as loss claims. That portion of a 
28 loss, indemnification for which is provided by other benefits 

29 or advantages recovered by the claimant, shall not be included 

30 in this class, other than benefits or advantages recovered or 

31 recoverable in discharge of familial obligations of support or 
32 by way of succession at death 
33 insurance, or as gratuities. 
34 employee is not a gratuity. 

or as proceeds of life 

A payment by an employer to an 

3S 4. CLASS 4. €ia%m~-ttnder-nona~~e~sabie-poife~e~-for 
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1 ~ftear"ed-~remittm-or-oe"er-~re~i~m Premium refunds~ and claims 
2 of general creditors, including claims of ceding and assuming 

3 reinsurers in their capacity as such, and subrogation claims. 
4 5. CLASS 5. Claims of the federal or any state or local 
5 government except those under. class 3. Claims, including 
6 those of a governmental body for a penalty or forfeiture, are 

7 allowed in this class only to the extent of the pecuniary loss 
8 sustained from the act, transaction, or proceeding out of 

9 which the penalty or forfeiture arose, with reasonable and 
10 actual costs incurred. The remainder of such claims shall be 
11 postponed to the class of claims under subsection 8. 
12 Sec. 30. Section 507C.45, Code 1991, is amended by adding 

13 the following new subsection: 
14 NEW SUBSECTION. 3. Notwithstanding any other proviSion of 
15 this chapter, funds as identified in subsection 1, with the 
16 approval of the court, shall be made available to· the 

17 commissioner for use in the detection and prevention of future 
18 insolvencies. The commissioner shall hold these funds and 
19 shall pay without interest, except as provided in section 
20 S07C.42, to the person entitled to the funds or the person's 
21 legal representative upon proof satisfactory to the 
22 commissioner of the person's right to the funds. The funds 

23 shall be held by the commissioner for a period of two years at 
24 which time the rights and duties to the unclaimed funds shall 
25 vest in the commissioner. 
26 Sec. 31. Section 507C.46, subsection 2, Code 1991, is 
27 amended to read as follows: 
28 2. Any other person may apply to the court at any time for 
29 an order under subsection 1. If the application is denied, 
30 the applicant shall pay the costs and expenses ine%ttding 

31 rea~enabre-atterneyi~-Eee of the liquidator in resisting the 
32 application including a reasonable attorney's fee. 
33 Sec. 32. Section 507C.52, subsection 1, Code 1991, is 
34 amended to read as follows: 
35 1. Except as to special deposits and security on secured 

-24-



S.F. H.F. 

1 claims under section S07C.S3, subsection 3, the domiciliary 
2 liquidator of an insurer domiciled in a reciprocal state shall 

3 be vested with the title to the assets, property, contracts, 
4 ena rights of action, agents' balances, books, accounts~ and 

5 other records of the insurer located in this state. The date 
6 of vesting is the date of the filing of the petition, if that 
7 date is specified by the domiciliary law for the vesting of 
8 property in the domiciliary state. Otherwise, the date of 
9 vesting sheii-~e is the date of entry of the order directing 

10 possession to be taken. The domiciliary liquidator may 

11 immediately recover balances due from agents and obtain 
12 possession of the books, accounts~ and other records of the 

13 insurer located in this state. S~b;ee~-~o-see~ion-5e~€~537 

14 ~he-aomie±iiety-iiq~iae~ot-mey-eiso-reeo~er-eii-o~het-esse~s 
15 of-~he-ins~tet-ioee~ed-in-~his-s~e~e~ The domiciliary 
16 liquidator may also have the right to recover all other assets 

17 of the insurer located in this state, subject to section 
18 S07C.S3. 
19 Sec. 33. Section S07C.S5, subsection 2, Code 1991, is 
20 amended to read as follows: 
21 2. Claims belonging to claimants residing in reciprocal 
22 states shall be proved either in the liquidation proceeding in 
23 this state as provided in this chapter or in ancillary 
24 proceedings in the reciprocal states, if a claim filing 
25 procedure is established in the ancillary proceeding. If 
26 notice of the claims and opportunity to appear and be heard is 
27 afforded the domiciliary liquidator of this state as provided 
28 in section 507C.56, subsection 2, with respect to ancillary 
29 proceedings, the final allowance of claims by the courts in 
30 ancillary proceedings in reciprocal states shall be conclusive 
31 as to amount and as to priority against special deposits or 
32 other security located in such ancillary states, but shall not 
33 be conclusive with respect to priorities against general 
34 assets under section S07C.42. 
35 Sec. 34. Section S07C.S6, subsections 1 and 2, Code 1991, 
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1 are amended to read as follows: 
2 1. fft-a-l±qutdaeteft-preeeedtftg-±ft-a-reeiproeal-seaee 
3 aga±ftse-aft-±ftsurer-dem±e±ied-±ft-ehae-state Promptly after the 
4 appointment of the commissioner as ancillary receiver for an 

5 insurer not domiciled in this state, the commissioner shall 
6 determine whether there are claimants residing in this state 

7 who are not protected by guaranty funds and whether the 
8 protection of such claimants requires the establishing of a 
9 claim filing procedure in the ancillary proceeding. If a 

10 claim filing procedure is established, claimants against the 
11 insurer who reside within this state may file claims either 
12 with the ancillary receiver in this state, or with the 

13 domiciliary liquidator. Claims shall be filed on or before 
14 the last dates fixed for the filing of claims in the 

15 domiciliary liquidation proceeding. 
16 2. Claims belonging to claimants residing in this state 

18 
19 
20 

21 
22 

23 
24 
25 
26 
27 
28 
29 
30 

31 
32 

33 
34 

35 

17 may be .?roved either in the domiciliary state under the law of 
that state, or in ancillary proceedings in this state~ 
provided a claim filing procedure is established in the 
ancillary proceeding. If a claimant elects to prove the claim 

in this state, the claimant shall file the claim with the 
liquidator in the manner provided in sections 507C.35 and 

507C.36. The ancillary receiver shall make a recommendation 
to the court as under section 507C.43. The ancillary receiver 
shall also arrange a date for hearing if necessary under 
section 507C.39 and shall give notice to the liquidator in the 
domiciliary state, either by certified mail or by personal 
service at least forty days prior to the date set for hearing. 
Within thirty days after the giving of the notice, if the 
domiciliary liquidator gives notice in writing either by 
certified mail or by personal service to the ancillary 
receiver and to the claimant of an intention to contest the 

claim, the domiciliary liquidator is entitled to appear or to 
be represented in a proceeding in this state involving the 

adjudication of the claim. 
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1 Sec. 3S. Section SlOA.l, Code Supplement 1991, is amended 
2 to read as follows: 

3 SlOA.l SHORT TITLE. 
4 This chapter shall be known and may be cited as the 

S "Business Producer Controlled property and Casualty Insurer 
6 Act." 

7 Sec. 36. Section 510A.2, Code Supplement 1991, is amended 
8 by striking the section and inserting in lieu thereof the 
9 following: 

10 SlOA.2 DEFINITIONS. 

11 As used in this chapter unless the context otherwise 
12 requires: 

13 1. "Accredited state" means a state in which the insurance 
14 department or regulatory agency has qualified as meeting the 

15 minimum financial regulatory standards promulgated and 
16 established by the national association of insurance 
17 commissioners. 
18 2. "Control" or "controlled" has the meaning ascribed in 

19 section 521A.l, subsection 3. 
20 3. "Controlled insurer" means a licensed insurer which is 

21 contrOlled, directly or indirectly, by a producer. 
22 4. "Controlling producer" means a producer who, directly 
23 or indirectly, controls an insurer. 
24 5. "Independent casualty actuary" means a casualty actuary 
25 who is a member of the American academy of actuaries and who 
26 is not an employee, principal, the direct or indirect owner 
27 of, affiliated with, or in any way controlled by the insurer 
28 or producer. 
29 6. "Licensed insurer" or "insurer" means any person duly 
30 licensed to transact a property and casualty insurance 
31 business in this state. The following are not licensed 
32 property and casualty insurers for the purposes of this 
33 chapter: 
34 a. All risk retention groups as defined in the Superfund 
35 Amendments Reauthorization Act of 1986, Pub. L. No. 99-499, 
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1 100 Stat. 1613 (1986) and the Risk Retention Act, 15 U.S.C. § 

2 3901 et seq. (1982 & Supp. 1986), or chapter 515E. 
3 b. All residual market pools and joint underwriting 

4 authorities or associations. 
5 c. All captive insurers. For the purposes of this 
6 chapter, captive insurers are insurance companies owned by 

7 another organization whose exclusive purpose is to insure 
8 risks of the parent organization and affiliated companies or, 

9 in the case of groups and associations, insurance 
10 organizations owned by the insureds whose exclusive purpose is 
11 to insure risks of any group and association members and any 

12 aff i Ha.tes. 
13 7. "Producer" means an insurance broker or brokers or any 
14 other person when, -for any compensation, commiSSion, or other 

15 thing of value, the person acts or aids in any manner in 
16 soliciting, negotiating, or procuring the making of an 

17 insura~ce contract on behalf of an insured other than the 
18 person. 
19 Sec. 37. Section 510A.3, Code Supplement 1991, is amended 
20 by striking the section and inserting in lieu thereof the 

21 following: 
22 510A.3 APPLICABILITY. 

23 This 
24 section 

chapter 
510A.2, 

applies to licensed insurers as defined in 
either domiciled in this state or domiciled in 

25 
26 
27 
28 
29 
30 

31 
32 

33 

34 
35 

a state that is not an accredited state and having a 
substantially similar law. All proviSions of the insurance 
holding company Act, to the extent those provisions are not 
superseded by this chapter, continue to apply to all persons 
associated with holding companies subject to this chapter. 

Sec. 38. Section 510A.4, Code Supplement 1991, is amended 
by striking the section and inserting in lieu thereof the 

following: 
510A.4 MINIMUM STANDARDS. 
1. APPLICABILITY OF SECTION. 
a. This section applies if, in any calendar year, the 
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1 aggregate amount of gross written premium on business placed 
2 with a controlled insurer by a controlling producer is equal 

3 to or greater than five percent of the admitted assets of the 
4 controlled insurer, as reported in the controlled insurer's 

5 quarterly statement filed as of September 30 of the preceding 
6 year. 

7 b. Notwithstanding paragraph "a", this section does not 
8 apply if both of the following apply: 
9 (1) The controlling producer does all of the following: 

10 (a) Places insurance only with the controlled insurer, or 

11 only with the controlled insurer and members of the controlled 
12 insurer's holding company system, or the controlled insurer's 

13 parent, affiliate, or subsidiary, and receives no compensation 
14 based upon the amount of premiums written in connection with 

15 such insurance. 
16 (b) Accepts insurance placements only from nonaffiliated 
17 subprod~cers and not directly from insureds. 
18 (2) The controlled insurer, except for insurance business 
19 written through a residual market facility, accepts insurance 
20 business only from the controlling producer, a producer 

21 controlled by the controlled insurer, or a producer that is a 
22 subsidiary of the controlled insurer, 
23 2. REQUIRED CONTRACT PROVISIONS. A controlled insurer 
24 shall not accept business from a controlling producer and a 
25 controlling producer shall not place business with a 
26 controlled insurer unless there is a written contract between 
27 the controlling producer and the controlled insurer specifying 
28 the responsibilities of each party which has been approved by 
29 the board of directors of the controlled insurer and filed 
30 with the commissioner. The contract must contain, at a 
31 minimum, the following provisions: 
32 a. The controlled insurer may terminate the contract for 
33 cause, upon written notice to the controlling producer. The 
34 controlled insurer shall suspend the authority of the 
35 controlling producer to write business during the pendency of 
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any dispute regarding the cause for the termination. 
b. The controlling producer shall render accounts to the 

controlled insurer detailing all material transactions, 
including information necessary to support all commissions, 
charges, and other fees received by, or owing to, the 
controlling producer. 

7 

8 

9 

c. The controlling producer shall remit all funds due 
under the terms of the contract to the controlled insurer on 
at least a monthly basis. The due date shall be fixed so that 

10 premiums or installments of premiums collected shall be 
11 remitted no later than ninety days after the effective date of 
12 any policy placed with the controlled insurer under this 
13 contract. 
14 

15 

16 

17 
18 

19 

d. All funds collected for the controlled insurer's 
account shall be held by the controlling producer in a 
fiduciary capacity, in one or more appropriately identified 
bank accounts in banks that are members of the federal reserve 
system, in accordance with the provisions of the insurance law 
as applicable. However, funds of a controlling producer not 

20 required to be licensed in this state shall be maintained in 
21 compliance with the requirements of the controlling producer's 
22 domiciliary jurisdiction. 
23 e. The controlling producer shall maintain separately 
24 identifiable records of business written for the controlled 
25 insurer. 
26 f. The contract shall not be assigned in whole or in part 
27 by the controlling producer. 
28 
29 
30 
31 
32 
33 
34 

35 

g. The controlled insurer shall provide the controlling 
producer with its underwriting standards, rules, and 
procedures manuals setting forth the rates to be charged, and 
the conditions for the acceptance or rejection of risks. The 
controlling producer shall adhere to the standards, rules, 
procedures, rates, and conditions. The standards, rules, 
procedures, rates, and conditions shall be the same as those 
applicable to comparable business placed with the contrOlled 
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1 insurer by a producer other than the controlling producer. 
2 h. The rates and terms of the controlling producer's 

3 commissions, charges, or other fees and the purposes for those 
4 charges or fees. The rates of the commissions, charges, and 

5 other fees shall be no greater than those applicable to 
6 comparable business placed with the controlled insurer by 

7 producers other than controlling producers. For purposes of 
8 this paragraph and paragraph "g" of this subsection, 
9 "comparable business" includes the> same lines of insurance, 

10 same kinds of insurance, same kinds of risks, similar policy 
11 limits, and similar quality of business. 
12 i. If the contract provides that the controlling producer, 
13 on insurance business placed with the 
14 to be compensated contingent upon the 

controlled insurer, is 
insurer's profits on 

15 that business, 
16 and paid until 

then such compensation shall not be determined 

at least five years after the premiums on 
17 liability insurance are earned and at least one year after the 
18 premiums are earned on any other insurance. In no event shall 
19 the commissions be paid until the adequacy of the controlled 
20 insurer's reserves on remaining claims has been independently 
21 verified pursuant to subsection 4, paragraph "a". 
22 j. A limit on the controlling producer's 
23 relation to the controlled insurer's surplus 

writings in 
and total 

24 writings. The insurer may establish a different limit for 

25 each line or subline of business. The controlled insurer 
26 shall notify the controlling producer when the applicable 
27 limit is approached and shall not accept business from the 
28 controlling producer which would exceed the limit. The 
29 controlling producer shall not place business with the 
30 contrOlled insurer if it has been notified by the controlled 
31 insurer that the limit has been reaChed. 
32 k. The controlling producer may negotiate but shall not 

33 bind reinsurance on behalf of the controlled insurer on 
34 business the controlling producer places with the controlled 
3S insurer, except that the controlling producer may bind 
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1 facultative reinsurance contracts pursuant to obligatory 
2 facultative agreements if the contract with the controlled 

3 insurer contains underwriting guidelines including, for both 
4 reinsurance assumed and ceded, a list of reinsurers with which 

5 such automatic agreements are in effect, the coverages and 
6 amounts or percentages that may be reinsured, and commission 

7 sChedules. 
8 3. AUDIT COMMITTEE. A controlled insurer must establish 

9 an audit committee of the board of directors composed of 
10 independent directors. Prior to approval of the annual 

11 financial statement, the audit committee shall meet with 
12 management, the insurer's independent certified public 
13 accountants, and an independent casualty actuary or other 
14 independent loss reserve specialist acceptable to the 

15 commissioner, to review the adequacy of the insurer's loss 
16 reserves. 

17 4. REPORTING REQUIREMENTS. 
18 a. In addition to any other required loss reserve 

19 certification, the controlled insurer shall annually, on April 
20 1 of each year, file with the commissioner an opinion of an 
21 independent casualty actuary, or another independent loss 
22 reserve specialist acceptable to the commissioner, reporting 

23 loss ratios for each line of business written and attesting to 
24 the adequacy of loss reserves established for losses incurred 
25 and outstanding as of year-end on business placed by the 
26 producer, including incurred but not reported losses. 
27 b. The controlled insurer shall annually report to the 
28 commissioner the amount of commissions paid to the producer, 
29 the percentage such amount represents of the net premiums 
30 written, and comparable amounts and percentage paid to 
31 noncontrolling producers for placements of the same kinds of 
32 insurance. 

33 Sec. 39. NEW SECTION. 510A.5 DISCLOSURE . 
34 The producer, prior to the effective date of the policy, 
35 shall deliver written notice to the prospective insured 
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I disclosing the relationship between the producer and the 
2 controlled insurer; except that, if the business is placed 

3 through a subproducer who is not a controlling producer, the 
4 controlling producer shall retain in the producer's records a 

5 signed commitment from the subproducer that the subproducer is 
6 aware of the relationship between the insurer and the producer 

7 and that the subproducer has notified or will notify the 
8 insured. 

9 Sec. 40. NEW SECTION. 521A.3A ACQUISITIONS INVOLVING 
10 INSURERS NOT OTHERWISE COVERED. 
11 1. DEFINITIONS. As used in this section, unless the 
12 context otherwise requires: 

13 a. "Acquisition" means any agreement, arrangement, or 
14 activity, the consummation of which results in a person 

15 acquiring directly or indirectly the control of another 
16 person, and includes but is not limited to the acquisition of 

17 voting securities, assets, bulk reinsurance, and mergers. 
18 b. An "involved insurer" includes an insurer which either 
19 acquires or is acquired, is affiliated with an insurer who 
20 acquires or is acquired, or who is the result of a merger. 
21 2. SCOPE. 
22 a. Except as provided in paragraph "b", this section 
23 applies to any acquisition in which there is a change in 
24 control of an insurer authorized to do business in this state. 
25 b. This section does not apply to the following: 
26 (1) An acquisition subject to approval or disapproval by 
27 the commissioner pursuant to section 521A.3. 
28 (2) A purchase of securities solely for investment 
29 purposes so long as the securities are not used through 
30 voting, or otherwise, to cause or attempt to cause the 
31 substantial lessening of competition in any insurance market 
32 in this state. 
33 presumption of 

If a purchase of securities results in a 
control under section 521A.1, subsection 3, the 

34 purchase is not solely for investment purposes unless the 
35 commissioner of the insurer's state of domicile accepts a 
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1 disclaimer of control or affirmatively finds that control does 
2 not exist, and the disclaimer action or affirmative finding is 
3 communicated by the domiciliary commissioner to the 
4 commissioner of this state. 

5 (3) The acquisition of a person by another person when 
6 both persons are neither directly, nor through affiliates, 

7 primarily engaged in the business of insurance, if 
8 preacquisition notification is filed with the commissioner in 

9 accordance with subsection 3, paragraph "a", thirty days prior 
10 to the proposed effective date of the acquisition. However, 

11 such preacquisition notification is not required for exclusion 
12 from this section if the acquisition would otherwise be 
13 excluded from this section by any other subparagraph of 
14 section 

15 (4) 

521A.3A, subsection 2, paragraph "b". 

The acquisition of already affiliated persons. 
16 (5) An acquisition which would not, as an immediate result 

17 of the.acquisition, result in any of the following: 
18 (a) The combined market share of the involved insurers 
19 does not exceed five percent of the total of an identifiable 
20 market. 

21 (b) There would be no increase in any market share. 
22 (c) In an identifiable market both of the following would 
23 not occur: 
24 (i) The combined market share of the involved insurers 
25 exceeds twelve percent of the total market. 
26 (ii) The market share increases by more than two percent 
27 of the total market. 
28 

29 
30 

31 
32 

33 
34 
35 

(d) For the purpose of this subparagraph (5), a market 
means direct written insurance premium in this state for a 
line of business as contained in the annual statement required 
to be filed by insurers licensed to do business in this state. 

(6) An acquisition for which a preacquisition notification 
would be required pursuant to this section due solely to the 
resulting effect on the ocean marine insurance line of 

business. 
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1 (7) An acquisition of an insurer whose domiciliary 
2 commissioner affirmatively finds that the insurer is in 

3 failing condition, there is a lack of feasible alternative to 
4 improving the condition, the public benefits of improving the 

5 insurer's condition through the acquisition exceed the public 
6 benefits that would arise from not lessening competition, and 

7 such findings are communicated by the domiciliary commissioner 

8 to the commissioner of this state. 

9 c. Section 52lA.9, subsections 2 and 3, and section 
10 521A.11 do not apply to acquisitions to which this subsection 
11 applies. 

12 3. PREACQUISITION NOTIFICATION, WAITING PERIOD. 

13 a. An acquisition covered by subsection 2 may be subject 

14 to an order pursuant to sUbsection 5 unless the acquiring 

15 person files a preacquisition notification and the waiting 

16 period has expired. The acquired person may also file a 

17 preacquisition notification. The commissioner shall give 
18 confidential treatment to information submitted under this 

19 subsection in the same manner as provided in section S21A.7. 
20 b. The preacquisition notification shall be in the form 

21 and contain information as prescribed by the national 
22 association of insurance commissioners relating to those 

23 markets which, under subsection 2, paragraph "b", subparagraph' 
24 (5), do not result in the acquiSition being exempted from this 

25 section. The commissioner may require additional material and 
26 information as deemed necessary to determine whether the 

27 proposed acquisition, if consummated, would violate the 
28 competitive standard of subsection 4. The required 
29 information may include an opinion of an economist as to the 
30 competitive impact of the acquisition in this state 

31 accompanied by a summary of the education and experience of 
32 the economist indicating the economist's ability to render an 
33 informed opinion. 

34 c. The required waiting period begins on the date of 

35 receipt by the commissioner of a preacquisition notification 
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and ends ,on the earlier of the thirtieth day after the date of 
such receipt, or the termination of the waiting period by the 
commissioner. Prior to the end of the waiting period, the 
commissioner on a one-time basis may require the submission of 

additional needed information relevant to the proposed 

acquisition, in which event the waiting period shall end on 

the earlier of the thirtieth day after receipt of the 
additional information by the commissioner or the termination 

of the waiting period by the commissioner. 
10 d. For purposes of this subsection, unless the context 

11 otherwise requires: 
12 (1) "Insurer n includes any company or group of companies 

13 under common management, ownership, or control. 
14 (2) "Marketn means the relevant product and geographical 

15 markets. In determining the relevant product and geographical 
16 markets, the commissioner shall give due consideration to, 

17 among other things, the definitions or guidelines, if any, 
18 promulgated by the national association of insurance 

19 commissioners, and to any information submitted by the parties 
20 to the acquisition. In the absence of sufficient information 

21 to the contrary, the relevant product market is assumed to be 
22 the direct written insurance premium for a line of business, 

23 as defined in the annual statement required to be filed by 
24 insurers doing business in this state, and the relevant 

25 geographical market is assumed to be this state. 
26 4. COMPETITIVE STANDARD. 

27 a. The commissioner may enter an order under subsection 5, 
28 paragraph nan, with respect to an acquisition if there is 

29 substantial evidence that the effect of the acquisition may be 
30 to substantially lessen competition in any line of insurance 
31 in this state, or to tend to create a monopoly in this state, 
32 or if the insurer fails to file adequate information in 
33 compliance with subsection 3. 

34 b. In determining Whether a proposed acquisition would 
35 violate the competitive standard of ,paragraph "an, the 
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1 commissioner shall consider the following: 
2 (1) Any acquisition covered under subsection 2 involving 

3 two or more insurers competing in the same market is prima 

4 facie evidence of violation of the competitive standards if 

5 either of the following apply: 

6 (a) The market is highly concentrated and the involved 

7 insurers possess, in combination, any of the following shares 
8 of the market: 

9 Insurer 
10 4% 

11 10% 
12 15% 

A Insurer B 

4% or more 

2% or more 

1% or more 

13 (b) The market 

14 insurers possess, 
is 

in 

not highly concentrated and the involved 

combination, any of the following shares 

15 of the market: 

16 Insurer A Insurer B 
17 5% 5% or more 
18 10% 4% or more 
19 15% 3% or more 
20 19% 1% or more 
21 (c) For purposes of this subparagraph, a highly 
22 concentrated market is one in which the total combined share 

23 of the four largest insurers is seventy-five percent or more 
24 of the market. Percentages not shown in the tables are 

25 interpolated proportionately to the percentages that are 

26 shown. If more than two insurers are involved, total combined 

27 market share of the insurers involved exceeding the total of 

28 the two columns in the table is prima facie evidence of 

29 violation of the competitive standard in subparagraph 
30 subdivision (a). For the purpose of this subparagraph (1), 

31 the insurer with the largest share of the market shall be 
32 deemed to be insurer A. 

33 (2) The existence of 

34 concentration, evidenced 

35 grouping of the largest 

a significant trend toward increased 

by the aggregate market share of any 

insurer~ in the market, from the two 
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largest to the eight largest, increasing by seven percent or 
more of the market over a period of time extending from any 
base year, five to ten years prior to the acquisition, up to 
the time of the acquisition. Any acquisition or merger 

covered under subsection 2 involving two or more insurers 
competing in the same market is prima facie evidence of a 
violation of the competitive standard in paragraph "a" of this 
subsection if all of the following apply: 

9 (a) There is a significant trend toward increased 
10 concentration in the market. 
11 (b) One of the insurers involved is one of the insurers in 
12 a grouping of such large insurers showing the requisite 

13 increase in the market share. 
14 (c) Another involved insurer's market is two percent or 
15 more. 

16 (3) The commissioner has the burden of showing prima facie 

17 evidence of violation of the competitive standard. 
18 (4) Even though an acquisition is not prima facie 
19 violative of the competitive standard under subparagraphs (l) 
20 or (2), the commissioner may establish the requisite 
21 anticompetitive effect based upon other substantial evidence. 
22 Even though an acquisition is prima facie violative of the 
23 competitive standard under subparagraphs (1) or (2), a party 
24 may establish the absence of the requisite anticompetitive 

25 effect based upon other substantial evidence. Relevant 
26 factors in making a determination under this subparagraph 
27 inClude, but are not limited to, market shares, volatility of 
28 ranking of market leaders, number of competitors, 
29 concentration, trend of concentration in the industry, and 
30 ease of entry and exit into the market. 
31 c. An order shall not be entered under subsection 5, 
32 paragraph "a", if either of the following apply: 

~ !! ( 1 ) 

scale or 
feasibly 

The acquisition will yield substantial economies of 
economies in resource utilization that cannot be 
achieved in any other way, and the public benefits 35 
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1 which would arise from such economies exceed the public 
2 benefits which would arise from not lessening competition. 

3 (2) The acquisition will substantially increase the 
4 availability of insurance, and the public benefits of such 
5 increase exceed the public benefits which would arise from not 
6 lessening competition. 

7 5. ORDERS AND PENALTIES. 
8 a. The commissioner, as the result of an acquisition which 
9 violates the standards of this section, may enter an order 

10 which does either of the following: 
11 (1) Requires an involved insurer to cease and desist from 
12 doing business in this state with respect to the line or lines 
13 of insurance involved in the violation. 
14 (2) Denies the application of an acquired or acquiring 

15 insurer for a license to do business in this state. 
16 b. Such an order shall not be entered unless there is a 

17 hearing, notice of the hearing is issued prior to the end of 
18 the waiting period and not less than fifteen days prior to the 
19 hearing, and the hearing is concluded and the order is issued 
20 no later than sixty days after the end of the waiting period. 
21 Every order shall be accompanied by a written decision of the 
22 commissioner setting forth the commissioner's findings of fact 
23 and conclusions of law. 
24 c. An order entered under this subsection shall not become 
25 final earlier than thirty days after it is issued, during 
26 which time the involved insurer may submit a plan to remedy 
27 the anticompetitive impact of the acquisition within a 
28 reasonable time. Based upon such plan or other information, 
29 the commissioner shall specify the conditions, if any, under 
30 the time period during which the aspects of the acquisition 

31 causing a violation of the standards of this section would be 
32 remedied and the order vacated or modified. 

33 d. An order pursuant to this subsection shall not apply if 
34 the acquisition is not consummated. 

35 e. Any person who violates a cease and desist order of the 
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commissioner under paragraph "a", after notice and hearing and 

upon order of the commissioner, may be subject at the 

discretion of the commissioner to one or more of the 
following: 

(1) A civil penalty of not more than ten thousand dollars 
6 for every day of the violation. 

7 ( 2) 

8 f. 

9 filing 

Suspension 
Any insurer 

required by 

or revocation of such person's license. 

or other person who fails to make any 

this section and who also fails to 
faith effort to comply with any such filing 

11 requirement is subject to a fine of not more than fifty 

10 demonstrate a good 

12 thousand dollars. 

13 Sec. 41. Section 521A.5, subsection 3, Code Supplement 
14 1991, is amended by striking the subsection and inserting in 

15 lieu thereof the following: 

16 3. A domestic insurer shall not pay any extraordinary 

17 dividend or make any other extraordinary distribution to its 
18 shareholders until thirty days after the commissioner has 

19 received notice of the declaration of the dividend or 
20 distribution and has not disapproved such payment within the 

21 period, or at the time the commissioner has approved the 
22 payment within the thirty-day period. 

23 For purposes of this subsection, an extraordinary dividend 
24 or distribution includes any dividend or distribution of cash 

25 or other property, whose fair market value together with that 
26 of other dividends or distributions made within the preceding 

27 twelve months exceeds the lesser of ten percent of the 
28 insurer's surplus related to policyholders as of the thirty-

29 first day of December next preceding, or the net gain from 
30 operations of the insurer, if the insurer is a life insurer. 

or the net income. if the insurer is not a life insurer, not 
including realized capital gains, for the twelve-month period 

ending the thirty-first day of December next preceding, but 
does not include pro rata distributions of any class of the 

insurer's own securities. In determining whether a dividend 

31 
32 

33 
34 

35 
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1 or distribution is extraordinary, an insurer may carry forward 
2 net income from the previous two calendar years that has not 
3 already been paid out as dividends. This carry-forward shall 
4 be computed by taking the net income from the second and third 
5 preceding calendar years, not including realized capital 
6 gains, less dividends paid in the second and immediately 
7 preceding calendar years. 
8 Notwithstanding any other provlslon of law, an insurer may 

9 declare an extraordinary dividend or distribution which is 
10 conditional upon the commissioner's approval of the dividend 

11 or distribution and the declaration does not confer any rights 
12 upon sr.~eholders until the commissioner has approved the 
13 payment of the dividend or distribution or the commissioner 
14 has not disapproved the payment within the thirty-day period 

15 as provided in this subsection. 
16 Sec. 42. Section 507.13, Code 1991, is repealed. 

17 Sec. 43. Section 41 of this Act, as it amends section 
18 521A.5, subsection 3, Code Supplement 1991, is effective 
19 October 31, 1993. 
20 EXPLANATION 
21 The national association of insurance commissioners (NAIC) 
22 has initiated a program to accredit state insurance 
23 departments as approved insurance regulators. The NAIC 
24 minimum standards for accreditation require a state to have 
25 certain NAIC model Acts and laws which relate to SOlvency and 
26 financial oversight. 

27 Sections 1 through 7 and 42 amend chapter 507 relating to 
28 insurance company examinations. Sections 507.1 through 507.3, 
29 507.6, 507.10, and 507.17 are stricken and replaced. Section 
30 507.14 is amended. Section 507.13 is repealed. 
31 Section 1 establishes the purpose and definitions of 
32 chapter 507. 
33 Section 2 extends the minimum examination cycle to five 
34 years while allowing the commissioner to conduct examinations 
35 as often as deemed appropriate. 
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Section 3 establishes the commissioner's authority to 
retain attorneys, appraisers, independent actuaries, 
independent certified public accountants, or other 
professionals and specialists as "examiners" and to bill the 
attendant costs to the company under examination. It also 
gives the commissioner the right to terminate or suspend a 
financial examination to pursue other legal or regulatory 
action against the company and to introduce as prima facie 

evidence or to otherwise make public any preliminary findings 
of fact or conclusions made in the course of the examination. 

11 
12 

Section 4 contains language on potential conflicts of 
interest that may bar an individual from appointment as an 

13 examiner. 
14 

15 

16 

17 

18 

19 

Section 5 revises the timetable for filing and adopting 
exam reports, and provides a delineation of the prescribed 
sequence for the filing, adoption, and issuance of orders and 

publication of reports. 
Under this section, the examiner-in-charge now has no more 

than 60 days from completion of an exam to file a verified and 
20 sworn written exam report. 

21 then forward the report to 

Upon receipt, the division must 

the company allowing 30 days for 
22 the insurer to rebut any matters contained in the examination 
23 report. At the end of the 30 days, the commissioner is 
24 provided an additional 30 days to review the examination 
25 documents. 
26 Under section 6, the regulators and NAIC are obligated to 

27 protect the confidentiality of all information and 
28 documentation developed during the course of a financial 
29 examination, with certain exceptions. 
30 Section 7 protects examiners from civil and criminal 
31 liability. 
32 Sections 8-41 incorporate changes 
33 conform Iowa law to NAIC model laws. 

in existing laws to 

These changes reflect 
34 both additional requirements imposed from the ongoing efforts 

35 of the NAIC and corrections of deficiencies noted during the 
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1 division's NATC examination. 
2 Chapters S07C, SlOA, and 521A are amended. Among the 
3 changes: 
4 

5 

Section 10 expands the definition of "insolvency", and 
section 12 

6 Section 
expands court jurisdiction. 
13 establishes repayment as a 

7 release from a delinquency proceeding. 

condition for a 

8 Section 15 expands requirements for accounting to the 

9 court. 
10 Section 16 provides 
11 rehabilitator, section 

for an advisory committee for a 
17 authorizes a rehabilitator to 

12 institute an action or proceeding, and section 18 provides for 
13 the rehabilitator to obtain a court order of liquidatiop. 
14 Section 19 requires an appeal pendency plan in liquidation 

15 proceedings. 
16 Section 22 requires notice to agents and potential 

17 claimants of possible guaranty association coverage. 
18 Sections 24 through 29 further amend liquidation 
19 provisions. 
20 Section 30 provides funds which the commissioner may use 
21 for detection and prevention of future insolvencies. 
22 Sections 32 through 34 relate to anCillary proceedings for 
23 a liquidation in another state. 
24 Sections 35 through 39 rewrite new chapter 510A in the Code 
25 Supplement relating to property and 
26 Sections 40 and 41 amend chapter 
27 acquisitions by insurers. 

casualty insurers. 
S21A relating to 

28 Section 42 repeals section 507.13. 
29 Section 43 provides a special effective date for section 
30 41. 
31 BACKGROUND STATEMENT 
32 SUBMITTED BY THE AGENCY 

33 The national association of insurance commissioners (NAIC) 
34 has initiated a program to accredit state insurance 
35 departments as approved insurance regulators. The program is 
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1 in part a response to criticism of the lack of uniformity of 
2 solvency standards between the states. The NAIC minimum 

3 standards for accreditation require a state to have certain 
4 NArC model Acts which relate to solvency and financial 
5 oversight. 
6 Last year the legislature passed House File 518 which 
7 included four model acts required for accreditation. Sections 
8 1-35 incorporate changes in existing laws necessary to conform 
9 Iowa law to NArC model laws and are necessary for Iowa to gain 

10 and retain accredited status. 
11 

12 

13 
14 

15 

16 

17 

The committee on examination processes of the national 
associ2tion of insurance commissioners, charged to assess the 

financial condition examination process, culminated in 17 
recommendations designed to strengthen the current system of 
financial examination of insurance companies. One of these 
recommendations was the adoption of the model law on 
exa~inations, sections 36-44 of this bill. 

18 The objective of the statutory changes is to direct 
19 division resources to companies having or likely to have 
20 financial difficulty. However, all companies are required to 

21 be examined once every five years, although the scope and 
22 extent of that exam will be based on the particular attributes 

23 of the company to be examined. 
24 The conceptual change reflected by this statutory change 
25 can be accomplished because over the last several years a 
26 variety of additional financial regulatory tools have been 
27 developed and implemented, including annual independent CPA 
28 audits, opinions on insurance reserves by qualified actuaries, 
29 annual financial statement analyses, and others which 
30 alleviate the necessity for comprehensive periodic 

31 examinations. This statute will not diminish the 
commissioner's authority to conduct examinations but rather 

will see that examinations are a more effective part of the 
department's financial regulation and surveillance program. 

32 

33 

34 

35 The new model law on examinations replaces in its entirety 
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1 the current statutory scheme. This model has been added to 
2 the other model regulations contained in the NAIC's financial 

3 regulation standards and is a key element of the association's 
4 solvency policing agenda. As such, it is part of the 
5 requirements that state insurance departments must meet in 
6 order to receive accreditation from the NAIC. 
7 

8 

9 

10 

11 

12 

13 
14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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SENATE FILE 2286 

AN ACT 

RELATING TO INSURANCE HEGULATION, Blel.UDING THE fINANCIAr. 

SUPERVISION AND SOLVENC'i OVERSIGIIT or INSURANCE 

C~~PANIES BY THE CO~HISSIONER OF INSURANCE AND 

ACCREDITATION OF THE DIVISION OF INSURANCE AS A~ 

APPROVED INSURANCE REGULA'roR 8Y THE nATIONAl. 

ASSOCIATION OF INSURANCE COMHISSIONf:RS, AND PROVIOll\'G 

PENALTIES AND AN EFTEC1'lVE DATE. 

8E IT ENACTED BY THE CENERAL ,\SSEMBI,'i Qr TH}O; STAT~ OF IOWA: 

Section 1. Section 507.1, Code 1991, i.s ~mended by 

striKing thp. section and inserting in lieu thereof the 
fo110\,'1nq: 

507.1 PURPOSE -- DEPINITIONS. 

1. The purpose of this chapter is to provide an effective 

and effici.ent system for exanining the activi.ties. operations, 

financial condition, a.nd affairs of all persons transacting 

the business of insurancc i.n this state and all persons 

otherwise subject to the jurisdiction of the commissioner. 

The chapter is intenoed to enable the cOl'lU"lissioner to Cldopt a 

!leKible system of examinations which directs resources as 

deened appropriate and necessary for the administration of the 

insurance and insurance-related laws of this state. 

2. As used in this Chapter, unless the context othenlise 
requi res: 

a. "Cornnissioner" means the cO:TIITI),ssioner of i.nsurance of 
this state, 

b. "Company" nt~an.!'l any pPrson e:lqaging in cr prOp-0!>inq or 

attempting to eng,,!.ge in any tranSAction or kind of i:1!)'J('lr.Cp. 

• 
Spnate File 2286, p. 2 

or surety'business and any person or group of persons · ... ho m<ly 

otherwise be subject to the administrative, regulatory, or 

taxing authority of the cOIllr..insioner. 

c, "Division" ~eans th~ ~ivi.sion of in~~rancc of the 

department of commerce. 

d. "Examiner" neans any individual or firm authorized by 

the corr,nissioner to Cond\lct an e.lla:nindt ion pursuant. to this 

chapter. 

e. "Insurer" includes al1 cO/TIpanies or as!'I.cciations 

organized under chapter 508, 511, Sl2A, 5128, 514, SHB. S15, 

SISC, or SlaA, associations sobject to chapters 518 and 520, 

and cOr'lpanies or associations admitled or seeking to be 

admitted to this state onder any of those ch~pters, 

f, "Person" neilns any individual, agqregation of 

individuals. trust, association, partnership, or corporation 

or an affiliate of any of thpse. 

Sec, 2. Section 507.2, Ccde 1991, is amcnded by stri\ing 

the section and ins~rling in lieu thereof the following: 

50".2 AUTHORITY, SCON:, AND SCHEDULING or EXAMINATIONS. 

1. The commissioner or any of thf! com.nissione,'s examlncrs 

nay conduct an eXdmlnatlon llOder this chapter of any c:otrlpany 

ilS at ten as the cO:Tl/Tlission~r d(>t~:n.!'l appropr iate, but at a 

minimuc, shall conduct an examination of any domestic insur~r 

licenspd in this state no less than once every five years. In 

SCh~dulin9 and deternining the natuCl~, scope, and frpquerlcy of 

the examinations, the COITI.:ni!isioner Sh<lll considpI such /TIa~ters 

as thp re5ult!'l. ot financial stat~ment analyses a~d ratios, 

changp$ HI management 01' o .... rH?rship, act:ll<uial opinions, 

reports of lndependent certified public accountants, and otner 

criteria as set focth in the examiners' handbook adopt.f~d by 

the national a5!:ociat~on of inSllr<'lrtCC C'omsnissionel's and in 

e!fect ..... hen thE' cOIfll1"·issi.on~( (:x~(cises disc:"cti(",n und(,t this 

section. 

2. ror S;\irp()s,,~ o( completing 'I.n PXil:,in,lt.i')rl of any 

C(ltr.p·dny PI.HSU,lIlt to thi~ (.'h,tpl.l'r, the connt:':;$i~)/ler may CAdI: Inl~ 
CIl 
"T'I 
", 
", 
CO 
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or investigate any person, or the business of any p~~son, 

insofar as the examin~tion or investigatior. is, in tne sole 

discretion of the cO~~lssioner, necessary or material to the 

examinat ion of t.he corr,pany. 

3. In lieu of an examination under this chapter of any 

foreiqn or al ien insurer 1 icenspd in thIs state, the 

cO!Tlfflissioner may accept an exalt'.ination report on the company 

as prepared by the regulatory autnority for insurance for the 

co:npany's state of dOlldcile or port-of-entry state until 

January 1, 1994. Thereafter. such reports shall only be 

accepted if the regulatory authority .... as at the til",e of the 

examination accredited under the national association of 

insurance coltl..'1lissioners· financial regulation standards and 

accreditation progralll or the examination is performed undpr 

the supervision of an accredited regulatory authority or .... ith 

the participation of one or more examiners who are employed by 

the accredited state and ~ho. after a review of the 

examination work papers clnd report. stale under oat.h that the 

examination WclS per formed in a m<lnner consistent with 

standards and procedures required by their insurancp. 

department. 

Sec. 3. Section 5007.3. Code 1991, is amended bj' striking 

the section and inserting in lipu thereof the following: 

507.3 CONOUCT OF EXAMINATIONS. 

1. Upon determining thcH an examination should be 

conducted. the comm'ssion~r or the co:nsnissloner's designee m3,. 

issue an exa~ination · ... arrant appointing one or more exarttinl!rs 

to perform the examination and insLructing the~ as to the 

scope of the e)(anination. In conducting the exam.nation. the 

exa~lner shall observe those g~id.linps an~ ptccedu:es set 

forth in the e)(a~iner5' h<lndbook adopted by the n<lt ional 

aS90ciation of insurance cc:nrnissionp.rs. n',e cc:nrn:'ssioner IfulY 

al!)o em;>~:')y ethel ~uidelir.~s a.') tI·"~ ~f)rr":niS5i;);)t:r deems 

approprlclte. 

Senate f'ile 2286. p. 

2. A conpany or person from ~hon information is sought and 

its officer~. directors. ~nd aqents shall prc)viJ~ to the 

examiners appointed under subsect.ion 1. timely, convf!nien~, 

and free access. at all reasonable hours at its offices to all 

books, r~cords, accounts, pap~rs, documents, and clny or all 

computer or other recordings r~latinq to the property, ,lssets, 

business. and affairs of the company b~inq examined. The 

officers. directors. employees. and clgents of the company or 

person shAll facilitate t~e examination dnd aid in the 

examinatior\ so far as it is in their po ... ·e' to do so. The 

refusal of any company. by its officers, directors, errployep.s, 

or agent.s, to submit to examin,llions or to cOi.lply with any 

reasonable written request of the examiners is ground$ for 

suspension or revocation of. or nonrenewal of, ani' 1 icen!>e or 

authority held by the comp.lny to engage in ttl(> businp.s!> of 

insurance or other business subject to the c()nmis:~ioner'S 
jurisdiction. Should a company decline or refuse to submit to 

an exall\inat.ion as provided in this chapter. the cCIM",is:.ior.er 

shall immediately revoke its certificate of authority, and if 

the company is organized under the la .... s of this state. the 

commissioner shall reporl the conunissiorler's action to the 

attorney general, who shall inu"u?diatply apply to the dist.rict 

court for the appoir.tment of a ((~c:eiver to administer the 

tinal affairs of the co~pany. 

3. The commiSf-doner or any of the com.iI~ssioner's €!xaminers 

may issue subpOt~:las, administer oaths, and examine \lnd~r CMttl 

any pers()n as to any matt. .. 1 p"rtinent to ttl(! eXalTllnatlon. 

Upon the failure or refllsal of any pe'"soll t.o obey a slIhp:wna, 

the com:nisRiont!r may petition a COtul of compptent 

jurisdiction, <lIld Jr0n ?rcpl!l s'l~)...,in'i. tht! court may enter .lr" 

order comp"llinq the witlH~SS to appear clnd t.est.ify or producl! 
docucnentary ~vidcJlce" failure to ob.~y th~ Cl)Urt. ordl>' .. $ 

punis~at)l(' a~ :t,ntcml)t :l cc~:t. 

4. · .... hen makir;q ,ln eXami:"ldti')n lI;)d"l this ch.lpter. the 

COmni!H:;ionl~r l1I~y retc.in cltt:)rneY3. dPp;"J.i5(":~S, i;)dt.'p~nde •. t 
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actuaries. independent certified public accountants. or other 

professionals and sppciali&ts as exa~iner&, the reasonable 

cost of which shall be borne by the company which is the 

subject of the exa~ination. 

5. This chapter does not li~it tho commissioner's 

authority to terminate or suspend any examination in order to 

pursue other legal or requlatocy action pursuant to the 

insurance laws of this state. findings of fact and 

conclusions made pursuant to any exanination are deemed to be 

prima facie evidence in any legal or re9ulatory action. 

Sec. 4. Section S07.6, Code 1991, is amended by striking 

the section and insertlnq in lieu thereof the following: 

S07.6 CONfLICT OF INrEREST. 

1. An examlner shall not be appointed by th~ co~nissioner 

if the examiner. either directly or indirectly, has a conflict 

of intere~t or is affiliated with the ~anagemQnt of or owns a 

pecuniary interest in al\y person subject to examination under 

thi9 chapter. This section shall not be construed to 

auto~tically preclude an examiner from being any of the 

follo .... lng: 

a. A policyholder oc claimant under an insurance policy. 

b. A 9rantor of a mortgaqe or similar inst.rument on the 

examiner's residence to a requlat.ed entity if done under 

cU8to~ary terms and in the ordinary course of business. 

c. An lnve!itmenl O',mel il\ shares of regulated diversified 

investment companies. 

d. A settlor or beneficiary of a blind trust inlO ~hlCh 

any otherwise impermissible holdings have been placed. 

2. Notwithstanding th(~ requirements of subsection 1, the 

com.-;,issioner may relail\ fro:n time to time, on an individual 

basis, qual~fied actuaries, cert~fied public accolJntants. or 

ot.her similar individuals · ... ho .lre independently !>1'4ctlcing 

their professions, even t.hollgh the persons m<ly from tin(~ to 

time be !'Iir:,ilarly pmployed O( tetainc1 by p~r:1o(',s !H:hjec~, to 

cxam:nation under this chapler. 

• 
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Sec. 5, Section S07.10. Code 1991, is amended by striking 

the section and inseninq in lieu thereof tile followi.ng: 

S07.l0 EXAHINATIO~ REPORTS. 

1. GLUt:RAI.OESCRIPrlON. All examin,Hion reports shall be 

compr ised only of facts aplleari.nq upon the books. records. or 

other documents of the company. its aqents, or olher persons 

exacr.ined, or as ascertained from the testimony of its offic~rs 

or agents or other persons eX<lnined concerning its affairs, 

and such conclusions and r(!commeno,ltions as the examiners find 

reasonably warranted frorr, the fact~. 

2. FIl.ING Of EXAH1NATION RCPOl{T. No later than sixty days 

following completion of the exa':lination. t.hp. examiner in 

charge shall file ~ith the dlvisic)n a verified written reporl 

of examination under oath. Upon receipt of the verified 

report and after administrative review, the division shall 

transmit the report to the co;npany examined. together .... ith a 

notice Which shall afford the company examined a reasonable 

opportunity of not more than thirty days to make cl .... ritten 

6ubmis~ion or rebuttal with respect to any matters containe~ 

in the exanination report. 

3. ADOPTION Qt' fU:POH'I' ON EXAMINATION. Within twenty days 

of the end of the period allo .... ed for the receipt of .... ritten 

submissions or rebuttals. the co~missioner shall fully 

consider and review lh~ report, toget.hp.r witn any written 

sub::lissions or rebuttals and any relevant portions of the 

examiner's work papers and enl.pr an order .... hich doc:!) one of 

the following: 

d. Adopts the examInatIon report as filed or \dt.h 

nodlficatioo or cortectlon~. If th~ exaMlnatlon report 

reveals that the company is operating in violation of any law 

or a rule or prior order of the cortUllisgionl~r. ttle c:":Irru":"lission.!r 

may ol'dc[ the comp,lny to tak~ any action the corr,:TIia~ionel 

consi<!en~ nCC('!>Sdry and .lppropc iate to cure the viol,,!' ion. 

b. Rejects tht.~ ~)(amin,ltiOI\ !'Pp<.)(t: ... i.th dircc:t.ion" to the 

~xamine!!; to r(>opt.~n til" (·:.;.\mil\ijt ~ilrl to!' purpo~es of ~>bt<lining 

(J) 
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additior.al data, docun~ntation. or information, dnd re!ili~q 

pUrSU81'1t to 8ubsect ion 1 abot·e. 

c. dl15 for an investigatory Mearinq wIth no less than 

twenty days notice to the company for purpo~es of obtaining 

additional documentation, data, information. and testi:TIony. 

4. ORDtRS AND PROCEDURES. 

a. All orders entered pursuant to subsection 3, paragraph 

"a", shall be accornp<lnied by findinqs and conclusions 

resulting trom the co:nn;.i!';sioner·s considpration and review of 

the examination report, relevdnt exa:"'!iner worl( papers, and any 

written sub~issions or rebuttals. Any such order is a final 

administrative decision and may be a9pe~led pursuant to 

chapter 17A, and shall be served upon the conpany by certified 

mail, together ~ith a copy of the adopted examination report. 

Within thirty days of the issuance of the adopted report., the 

company shall file affidavits execuLed by each of its 

directors statinq under oath that they have received a copy of 

the adopted report and related orders. 

b. Any hearinq conducted under subsection J, paraqrJlph 

"c", by the cOIt"!nissloner or an authorized representative, 

shall be conducted as a nonadversarial, confident.ial, 

investigatory proceedinq as necessary for the resolution of 

any inconsistencIes, discrepancies. or disputed lssues 

apparent upon the face of the filed exac'Iination rep~rt or 

indicated as a result of the comnissioner's revie· .... of relevant 

work papers or by the .... ritten submission or rebuttal of the 

comp'lny. Within twenty delys of the conclusion of any such 

hearinq, the r:o:nmissioner shall enter an order pursuant to 

subsection J, par<19raph "a". 

(1) The cornnissioner shall not appolnt an examlner d;S an 

authorized represent,ltive to conduct th~ heari.nq. Tho.:> heari:'lq 

shall proceed expetiitiO\lsly witl1 discovery by the comp<lny 

lir,it€'d to the exQ .... ir.cr·s war:'" p"'~ers which tend to 

substantiate any assertions set forth in any written 

submission or reb ..... ttell. The c0ms.~ission(lr or a repre:H~:'lt...c.:lve 

• 
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acting on the cor--./flissioner's bl~hdlf may issuc Sl\bp01~/ldS for 

the attendance of any witnessl":'s or the prod, .. ct ion of <lny 

docurrents deecr.ed relevant :::0 the investigat.ion whetho.:>r ;Jnd<'r 

the control of the division of insurance, ~he co~pany, or 

other persons. Th~~ documents produced shall be includeci in 

the record and t€'stimony td)o:pn by the cc:nmissioner or a 

representatlve actln9 on the cor'llf.i!>sloner's bE-half sr.all be 

under oat~ and preserved for the record. 

This section does not require the division of insurance ~o 

disclo!ie any in(ormatlon or records which would indic,ltl' or 

show the existence of any investigation or activity of a 

criminal justice aqe~cy. 

(2) The hearing shall proceed with ttH~ cOfl'./fIissioner 01· th,! 

conu,i!;sioner's represent.at ive posing quest ions to the persons 

stlbpoen,led. There-after the company and "::h~ division :"lay 

present testimony relevant to the investigation. CrO$$

exalllination Shelll be conductL"d only by the cortl.llllssion<'r or the 

com:nissioner's representative. The cCl:TIpany and the division 

shall be permitted to ~ake closing state~ent.s and may be 

represcnted by couns.,!l. 

5. PUBLICATION AND USE. 

a. Upon the adoption of the preliminary examination report 

under subsection 3, paraqrdph "a". tht:! cO(l""oJ"IIission<'r shall hold 

the content of the fi.nal examination report. as private ,llld 

confidential information nCll subject... to disclosure and it is 

not a public recol·d under chapter 22, for a period ot t ...... p.nty 

days except to the extent provid~~d tn SIlClS('Ct. ion 2. Aftl~r the 

twenty-day period has elap!;('d, tho.:> corr,mlSS10ller n,lY op~n the 

final report for public insp~cti()1l so long as no court of 

competent jucisdict.ion has stayed its publication. 

b. The COlrJlliSSlO:"ler 1S not pte·J~ntcd fro:"'! disclos!nq the 

content of an eXd~jnatio~ repor:, prell~inary examlndti(ln 

report or results, or :lny It'at.te: reldtinq to t.ho? rt~p')rt, t.o an 

lnsurance department of any otller St8t~ or coun:ry. or to lau 

en(or(:(oI::CIlI. ofticicl!$ of this ClI" any Clthel stat.e or <Ill aqellcy 

• 
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of the federal qO'Jernrnent at any time, so long as such agency 

or office receiving the report, or matters relating to the 

report. aqrees in writing to maintain the confidentiality of 

the report or such matters i.n a manner consistent with this 
chapter. 

c. If the commissioner determines that regulatory action 

is appropriate as a result of any examination. the 

commissioner may initiate any proceeding or action as provided 
by la\.,'. 

Sec. 6. Section 507.1~, unnumbered paragraph 1, Code 
Supplement 1991, is am~nded to read as follows: 

A prelimi~~E~ reportT-prelt~in8~y-or-fina!T of an 
examination of 4 domestic or foreign insurer. and all notes. 

work papers, or other documents related to an examination of 

an insurer are not public records under chapter 22 except when 

sought by the Insurer to whom they relateL er an insurance 

regulator of anoth~r stdte, ~!:.~~ __ ~atlondf. _assoc~~.~_ion of_ 

insurance c;.o.lT!f1!.issione.~.l!!. and shall bl! privileged and 

confidenUal in any judicial or adl'"linietrative proceeding 

except any of the fOllowing: 

Sec. 7. Section SOl.17, Cod~ 1991. is amended by striking 

the section and inserting in lIeu thereof the following: 

507.17 IMMUNITY fROM L1ASIr.['l''f. 

1. A cause oF. action does not arise nor shall any 

liability be imposed against the corr.missioner, the 

commissioner's authorized representative. or any examirL('r 

appointed by the cOrt',ni!i!Jioner for any statell.ents made or 

conduct perfol·med in good faith ·.mile carrying out the 

provisions of this chapter. 

2. A cause of action dof's not arlse. !"lor shall any 

liability be imp-osed against any person for the act of 

cO:T\1llunicating or deJiverinq information or data 1.0 tlw 

cOllUllissioner or I.~e cOIfl.f;".issioner's allt.horlzpd repre!'.t!:1~a':.ive, 

or an eKdminer pur5ua~t to an eXd~in~tion made ~nd~r this 

chapt:er. if the ,H-I. ot t:omrrunic:tt.ior. oc dt..~livery .. ..,..s p(>;r!'",)rr.,~d 

• 
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in qood fpith and without fraudulent int~nt or the intent to 

deceive. 

3. This section doea not abrogate or modity in any way any 

co~~on law or statutory privileqe or immunity enjoyed by any 

person identified in subsection 1. 

4. A person identified in ~ubspction 1 is entitled to an 

a .... ard of attorney's fees and costs .it the person is the 

prevailing pacty in a civil c~lIse of action for libel, 

slander, or any other relevant tort arising out of activities 

in carryinq out the provisions of this chapl.er and the party 

bringing the action wag not substantially justi.fied in doing 

so. Foe purposps of this section, a proceeding is 

substantially justified if the procep.ding has a r~asonable 

basis in law or fact at the time that it is initiated. 

Sec. B. Section S07C.l, subsecLion 4, unnumbered paragraph 

1, Code 1991. is all.ended to read as follows: 

The purpose of thi.s chapter is the protection of t.he 

intcre-sts of tnsa!"~d: in~l!~·e~.~. clair"lant5, creditors, .lnu the 

public, with mininun interfere-nee with the norrral pceroqatives 

of the owners and managers of insurers, throu9h all of the 
follo...,1 ng: 

Sec. 9. SecLlon S07e.l, subsect.ion ~. Code 1991, 1S 

art't~nded by.adding the followinq nf!'W paraqraph: 

NF.W_ .. r~I!~_GRAP~. q. Providinq for a comprehensivp scheme 

for the rehabilitation and liquidation of insurance cou'panies 

and thase subject to this chapter as part of the regulation of 

the business of insurance. the insurancp. industry, and 

insurers in this state. Proceedings in cases of insurer 

insolvency and del inqupnc:y are deened an irlteqral aspect of 

the busin~ss of insurance dn~ are of vital public interest and 
conc..-ern. 

Sec. 10. Section 507(.2, 5ubsrctiong 9, 10, 11. and 13, 

Code !991, are amended ~n r~ad as fallows: 

9. "G(>ne-ra1 i.\:;~l..'ts" n·.ea:"l:1- all .!:...'.!_.:;1 ' .. P.:!:~E~_Tl.a.l.' .. ,].':: __ ~)~;~f!.r 
prope:tYl··!'~ft~·-\"'It··p~t~eol'll!li. f'.ot ,.;p(>ci{icc':.~ly mo(tg.lg~d, 

C/) .., 
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pledqed, de-posited, or otherwise encurrber~d for the s~cu: it.y 

or benefit of specified persons or classes of persons. As to 

specifically encumbered property. "general assets" ~ncludes 

all prope ! or its proceeds in excess of the anount necessary 

to discharge the sur~ or sums secured by the property or its 

proceeds. Assets held in trust and on deposit tor the 

security or benefit ot all policyholders or all policyholders 

and creditors. in more than a single state, shall be tre~ted 

as general assets. 

10. "Guaranty association" means the Iowa insurance 

quaranty association created in chapter 5158..L.'!:.~..£.. low.:; ~).fe 

~~~ .. .!}ealth in~1.!F.~nce .Jl':l.~~_i!!l~~O£!.!!iQ!"!'5rea~!!~ .Ln ChdE~.~r. 
508~ and any other similar entity either presently existinq 

or to be cr~ated by the qeneral assembly for the payment of 

claims of insolvent insurers. "Foreign guaranty asscciation" 

neans a similar entity presently existing in or to be created 

in the future by the legislature of any other Btdte. 

11. "Insolvency" or "insolvent" means eit:her ~ of the 
follo ..... ing: 

a. Fo~ • .!n ins~r~~.issujng . ..2.!!..!.L~~.~~ssabl.~ tire in~'"'!.~nce 

pol ic:~.es, &i t~.e~ ~..! .. ~.?:11owi~9.t 

1.!L.....!~~ .. i.!labi.l!~y to p.ay a~.i.9~.t.ion w.i.~~in thi!~y'~~. 
after i~ .. becom~~ .payable!. 

J.~L...!.L!!.~ asse~!!'I.~.~~~~~.Jn~bi 1 i ty. ~<?_..E!.:r: .. ~he 
~~l!essme1"!.~. wi th~~ .!hi rtY..~~y.s fol.~9w.~.I')~ <!~.~c;:i~. ied !!l 
the f.! .. rst as~ef. :~~n.~.~i.ce i!~,:,pd afte!. ~he dat.~ of. loss. 

~ For an !!....~i' .2!.her insurer that it is unable- to pay its 

obllqations when they are dup., or when its admitted as..s(~t!> tio 

not exc~ed its liabilities plus the greater of: 

(1) Any capital and surpl~!> require~ by law for lts 
organization 

(2) Tne total par or statE:d value of its a\lthoriu"':' dnd 

i$9U~d capital 9~0~k. 

~ £. As to an in5urer licensed to do business in this 

state as of July I, 1984~ which does not ~e~t the standard 
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establiRhed under paragraph "a ~"~ the ter~ "insolvency" or 

"insolvent" Shdll me-an, for a period not to exceed three years 

fro~ July I, 1984. that it is unahlp to pay its obligdtions 

when they dre due or that lts ad~itted assets do not exceed 

its liabilities plus any required capital contribution ordered 

by the cort'.II\issioner under provisions o( the insurance law. 

For purposes of this subsection "liabiliti~s" ~h"~i-ineiurie 

.i.~<:lude-s 'lut !.~ not b~ limited to reS~rV4!S required D'j statute 

or by the division's (ulos or specific require~ents imposed by 

the COlt":l11iS5 ioner upon a company at the time of or subse-quent 

to admission. 

13. "Preferred claim" means a claim with respect to which 

the terms of this chapLer qrant: ~c<;:or~ priorit.y of payment. 

fron the general assets of the in5urer. 

Sec. 11. Section 50·}C.4, subsection 1. paragraph b , Code 

1991, is amended to read as follo· .... s: 

b. In an action on or incident to a reinsurance contract~ 

if the person served is a re.nsurer who has at any tl~e 

written a poli.cy of reinsurance for an lnsurer ag,linst which a 

rehebi l-i tett on-or -1;: qa :tda~icn-ord~ r o
• i!!:'· in - effeet· when' t:he 

aehon-i5-eCtMl~ne~d !!!~!r!quency P~£.c_~.edin9 has bf!l?'n 

ins~.!.!:~~e<!, or js an agent or broker of ot" for the reins\l[t~r 

~.fl~ ... ~t}~ action results fr9!!! or i~ ... t'!..<:.~dlwt to the !:.!J.<lti0r:!S.~~.l? 

with the rein~IJ.!.e~. 

Sec. 12. Section 507<:.4, !'>tlbst:ction 3, Code 1991, in 

amenJed by adding the following ne· ... par<lgrclphs: 

~f:.~' PA:Rf\.GRAPH. d. In an acl~on if the- person served is or 

was at the time of th~ institution of the d~linq~ency 

procpeding aqainst the insur~t" holding assets which al·e the 

subject o( the pr()c,~(!d.inq and i:·; whicn the reco?lVer clai.ms dr'. 

interest on behalf of the inslJrv! 

Ne:r4 .. ~!.':~{\yRI\P!!. e. It tile pt~cs.on servt~d ia obliqated to 

the insu:ec in <lny 'wili .... nd.~50.~v~r • .In an dct.ic..:n on or lnC'io('nt 

to the obligatl()n. 
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Sec. U. NEW .. ~.~~TJ(~.~. S07C.8h CQ!-lOI1'[QN ON Rf.Lf.ASE f'ROM 

DEL INQUI:lICY PROCEE:DI~CS. 

An insurer subject to a delinquency proceedinq shall not be 

released from the d~linquency proceeding unless the proceedinq 

is converted into a rehabilitation or liquidation proceedinq: 

shall not be permitted to solicit or accf~pt new business, or 

request or accept. the restoration of any suspended or revoked 

lic&nse or certificate of authority: and shall not be returned 

to the control of th~ insurer's shareholders or private 

nanaqe~ent, or have any of the insurer's assets returned to 

the control of its shareholders or privat.e l'lanagement. until 

all payment!l of or Oil account of the inStlr~r's contractual 

obligations by all guaranty associations. along with all 

expenses of such obll.9at ions and interest on all sllch paYl1l('nts 

and expenses. have been repai.d to the quaranty association or 

a plan of repayment by the in!lurer is approved by the guaranty 

association. 
Sec. 14. Section 507C.11, Code 1991. is amend~d to re<ld as 

follo ..... s: 

S07C .11 CONJ'IDf.NTIALI'l'Y OF HEARINGS. 

Notwithstandinq chapter 22, in all adninistrati~e 

procecdinqs pursuant to sections S07C.9 and 5e)7C.lO all 

records and docucl!nts pert"ininq t.o or a part of the r~cord of 

the prcce~dinqs clre confidential ex<:ept as is n~<::e-ssary to 

obtain ccmpliance ·.lith a proceeding. However, th~ r~cords may 

be released if either of the followinq occur.l!:: 

1. the insurer reqllests that the records be madp. public. 

2. After d hearinq on the issue vith th~ parties to the 

p~oceedinq, the court. nrdE'rs that thl~ records be tr.ade puul ic. 

Y..!'..!-.il. s.~~.!!....~_~~.~ .. :_ord~.r,. I.!~e_.£..!..£!.~ 2f court. ~~<!'!""!.J!9.!~ .. ~1.~ 
E...a..E.l?r.s f}.I.!'~_0. a .. C:£!I.~.i~(~nt.i':.~_L!_l.~ .. 

Sec. 15. Se-ctl,on S07C.1J. sub!>cction 2, Cct!e 1991, l!l 

anendcd to rf';dd as t()l~()H!';: 

2. An order issupd undt~r this SE'ct~OI\ !In.!!lH:-teqlj~t'~ 

!£q~I..!.!(!;> ,\CCO~Jlllill<.J to t..t'.~ <..:ourt hy th(> reh<lt·ilitdl~H. 

• 
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Accountin98 shall be at intervals the court ~peeifi~d 

~p'e.c...:!.f!.~~ in the order. Each a~.C;:::llJnt ing m~l?t::..."'!"!!'c:l.~~~ .. a .~e:PC?r.~. 

£?n~~rning th~ ... r..ehabi.!..i..~a.t~C?.e:i.I\~9.I!..~t.,? ... wtl~~.her .. ~~ 

~ ~u~~~_. to sef.t ~.2..n 507C.~ 14 ~ .. ~~ bse£!.!?I~ .. ~L_::...!:..!l_. be . .P~' PP~~Ef!d '. 
If ttl~. r~~_<!bi 1 i t~t.~!_i nclu.?.~s: .i ~~~,£,?ul.~~~<!!._~~c:h d 

E~~n is !_~~~.~y~~.~~.~ount in.9, .so~!.!..... also_~n~",1,,:!~e a prop~..!!:.~.<;! 
~e.table f~~ .. ~~~f'~.r~.~~on an~_i.mpl~rr.entat!?n o~ t.~.!......Elan. 

Sec. 16. Section S07C.J.1, Code 1991, is amcnded by addinq 

the following new subr.p.ction tollowinq subsection 2, and 

renumbering the remaining sub5ections: 

NEI\"_ ~~~~f.C"r ION" lA. Thl:.' rehabi l itat.or, · ... ith the approval 

of t.he court. nay appoint an advisory cO/M"it.t~c of 

policyholders, clainants, or ol.her creditor~ including 

guaranty associati()ns, should the rehabilitator dCl.'m it to be 

necc:Jsary. Each Illembl~r of the aoivisory corrur-itt.pe sh<lll be 

reimbursed for necessary travcl and act.ual cxpenSf!s lncurreJ 

in fulfilling the duties of th~ ar'visol'y coc.rnittee. The 

rehabilitator shall not appc:>int any other collllt'itt('c rela~.E!d to 

proceed i n<)s 

Sec. 17. 

pursuant to this chapler. 

S('ction SOle. IS. sub$~ct.ions 

arc arended to read a!l follow:.;: 

1 and 2. Code 19~1, 

1. A court in_~!~is st::<,.t:~, before ... ·hicn an action or 

proceeding in which the in!)urel is a party or i!i obliqdl~d to 

defend a party i3 pcndinq ~h~n a rehabilitation order against 

the insur~r is ent.ered, !>h~ll stay the action or prc)cecdinq 

for ninety days and any additiondl time a~ necessary for the 

r~habilitalor to obtain prop~r representation and prepare fOI 

furthcr pro~e~dinqg" The rehabilitator Shdll take action 

respt.'ctinq ~h~ p~ndir"\g 1 itiq,lt. ion as nCCl.':lSary 1n t.h~ 

inter~st9 of justicj! and for the prot~ction of credil.ors, 

policyhnlder5, dnoi lhe public. The rehabilit:ator shall 

ir-.sn<:tii,!tj!ly C.(H1Si'~~(" .-'Ill litigCltir:r: pending ol)l.!lidl~ this !>tate 

,lnd :Jtlall pet.1t.i...l!"l the ,;.,;u:·t~ h,wlng juri$diction over tll,H 

liti9a~inn for St~y9 ~~~npvPI nc(:cs~ary 1.0 p:otec~ t~p eat ale 

of t.h(> ins;~!,"pr. 

(f) 
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2. A statute of limitations or defense of ldches shall not 

run in an action by or against an insuc~r betwpen the filing 

of a petition for appoint~ent of a rfrhabilitatoc for that 

insurer and ttle order granting or denyinq that pet ition. An 

action by or against the insur~r that might have been 

co~~enced when the petltion was filed mdy be co~n~nced for at 

least sixty days after the order of rehabilitatio~ is entered 

or the petition is denied. Th~_.!eha9~~~.!c.?_r_'_~P9_n_.~he 

!~suan<,;:~. 9L_!!!_.2~~.£..!.......fo!.......!....~~abi ~ i !.at ion _£.I!.!.~u~~~ .~~_U9'.! 
SO?£~~'y. lnsti.~~<!!1 . .....!.£.~ i_on o_~ .. .E.!..2..c:e.~dinSl ~n beh~~ .of 

the i!'lsurer b~_s:~_d~po!l....!....~.a.use. C?f ac~~...2..!l..l~r ... ·h_i~~_~~.....E!...r.i.o~ 
of limi __ ~a~_ion M.!? not .exp.!..!..!~~ ~h.~_.~ . ....i_~~.....£f the fi.l...!..D.9 ...2..L...~h.~ 
p~~ition fo! an orc'!e~.....!.£....!~habili.ta~~~_~~ act~on o~ 

proc~~...£!!!S~_t_he rl'h~~.~..!.!..!~t.~~Y.....E:~_ ~!.'.!l.!.~~ted .~~.i . .!l....2ne: 

~ear or a.}2n9~~_r.icd if .E..!..Q~~.ded ~Y.....!1?p'l.icab.le_.g~.~....£!' ~h~ 
iSsu4'.'1_ce gf .. .!...he o~.~.~C?r _.!..!..h~Qi....!!.~a~_n __ 

Sec. lB. Section S07C.16, Code 1991, is alf'.ended by adding 

the followin9 ne· .... suhsection: 

NEW SUB~F:C:TIOn. 1. If the payrrent at obligations pursuant 

to a policy issued by th~ insurer is susppnded in substantial 

part for a period of six months at dny till"_e after the 

appointment of the rehabilitator. and the rehabilitator has 

not filed an application for a plan pursuant to section 

S07C.14. subsection 4. the rehabilitator shall petition the 

court for an order of liquidation on grounds of insolvency. 

Sec. 19. Section SO"lC.18. Cod~ 1991. is amended to read as 
follo·..ls: 

S07C.18 LIQUIDATION ORDERS. 

1. An order ~o liquidat.e the businp3s of a domestic 

insurer shall appoint the conu~issioner as liquid,ltor al",d sha:l 

direct the liquidator 1.0 imJl',~diately takp possession cf the 

a~sets of thp insurer and to ad~inister the~ under the 9~neral 

super'hsion of the court. The liquidator l!thI'lH-b,," .~~ '1~S~~:l 

..... it,h the title tf) t.he property. contract!;., and rights of 

action and the I: s and records of t~e insurer ordere,S 

• 
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liquidated. wherever locat~d. as of the entry o! the final 

order of liquidation. 1'he filing or recol'dinq cf the order 

wlth the clerk ot thp court and the recorder of deeds of the 

county in which its principal office or piacp or busir.C5S is 

located. or. in the case of real estate with the rec()rder of 

deeds of the county where the property is located. ~1'It!H··be .!..!! 
notice as a deed. bill of sale. or other evidpnce of title 

duly filed or recorded 'o.'ith the recorder of deeds. 

2. up~n issuancp of the orJer. thl?! right.s and liabilities 

of an insurer and of its creditors, policyholders, 

shareholders, rr~mbersL and other persons inter~stp.d in it5 

estate shall becocne fixed as of the dat.e of entry of the order 

of liquldatlon, exc~pt as provided in sections SOlC.19 a~d 

S07C.)7. 

3_ An order to liquidate the business of an alien insurer 

domicilcd in this state ~lttlH must bp. in the same tec;lIs and 

have the san~ legal ef fect as an order to 1 iquidat.e ,1 domest ic 

insurer. e)(c~pt that the a.ss~ts and the busin~ss ~n the United 

States shall be th~ only ds!;.ets and business includpd in tht> 

order. 

4. At the tlme of pet.itioninq for an order o( liquidation, 

or at any time ther~after, the co~~issioner. after ma~inq 

appropriate findings of an insurer's insolvency, may petition 

the court for a declaration of insolvency. Aftpr providing 

notice and hearinq as it deems proper, thp court may nake tho 

declaration. 

S. An ordpr issued und~r this section shall require 

acco\.ntinq to the court by '~he liquid,llor. Account:ings~ __ ~ 

milJim.t!~~ must incl~_~~ .. ~~ll _!'.und~_ r~ceived 0.£ .disb~_~E(.'d by .~~_~ 

li9uidat'.Q1~.~.l~!'"in9 ..... i).~ CU(I'~!?;, _.E~_~_;.£~~ An .~_cC'ounting 5h&:1 be 

at - t "tent! h - ~pee;.t t ed -. t" - tlu~ !.~ 1 e~._..., it tl i n_ ~n~ i'1!~! ......2.£_~I~~ 

!~quida.t.i2:~ order and........!!....~~~ch .. '?J:_her._.!:ilfe:'!l ~:;........!.b!! __ ~.c:ur~.md1 
req~.i.~e . 

§' .. _a_, __ h~i_.l!t.!.I~ f! ~.I!~!i: of .~.!!.£....!(~ect.~.~£........2.!!.!:....e_ .. ?f .. ~h is 

~e.ct~o~_Qr~ if la~~.r.!....~~t.,~!:!....!J.~! d~y_s af~~.1' .~h~ ...1..J:!.:.!..:.~~.io!,"!_~.f. 
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~D "'!p'p_e~.L of ~~~~~..!.......Q:f._!.!.q,!-.~~~! ion!..._~h~ ~h order_.~ag. not b_~~~ 

staYed, _~_~!~_issiol'"!~r shall pre:~ent fQ.!_ ~.'!.~court ~~ 

!!l?P.~2.~_~ .P~~...!l..._~QL the .. ~.<?nt_~~~~~ [2~..r:anc~_~t ~.!:!.p defendant 

£P_~.1?~~_p_~l._i.E..:L..S..~~l~s obli.ga~~~~ncl~~A.!!~L!.!'~ ... ~~_~ 
aefen~ insu~~.~Js und~r liabil_~~}' ~!}?>urance po_~.icies_._ .. d~l.r~ .. 'l9....the 

pf!nden_c'y_of at} ~'p'peal= .. _~~~ __ ~.~iI.~~_.p'rovide for the 

£9_f!.tinu~~_Eerfo~m8:!'lCA a~1_p.lytn(!nt of po~i.~y_ chi.!"!> obli.9atio~~ 

!!L~he nor!!!!.! COU!D_~_~~~~.I!..~.!. notwi thsta_nc!!~_~._ '3.rounds 

!.E~g~l!~pport ~(_the or<!~_.~ .. ,?_f_ liquidati_C?_I~_ includ!.n.9 the 

9.~.<?~nd of i.ns?~vencY: .. }J the dcfe~d~.!.l_t C'Qntpa'~l~s fi.nanc.!.~.l 

£'~!1~~~ion ,.,il1 ._~ t.~~ judqltlen~_ . ."?f __ ~~e COIT.m_i.5~~~>ner, 

~9.~.t..!.!le ~ul!. perfor.!,:,.a!,~e of all ..E~~.!.~~s 9.hliqations 

during _.~.I:'.!_~~._.12end~nS::l .. .pe:~iod, the .E~~..n (!lay p~efe!:_.!.he 

claims of ._certai!l . .P:21icYhol.~e~!!_and claimC!!.'ts ove~c::~~itors 

and. intere5t~~i.I!.~~.1) a~ __ '?t:ner po~_~~yholder~ ~!I.~ 

£l.~ir'ants •. ~s. the co~issione~_J~~~.Lto be f.!~.! and eg':l.t.t~.9"'!'~ 

con~ .i_~er i n9 t lJe .. re 1 at i v~ 5 i r cums_~~.~e$_. of such_..P2!.i cyho ld~~.s 

and cJ_~~~~~_~~.~ court .. ~h~l1 e.lCamin~_ ~!",e plan sU."t.?I!1i.tted by 

5.he co~~_~.~loner .i'_f'."l~ X!_~f.i_n.q~_ tne pIa!""!. ~~_be in t~e .. best 

~.!'_terest9_?L~_<!!ti~s, the p~!-!~t shal! ___ ap'p~ov~ th~_"p~.,!!,....!. 

~.o_.act.i~.!h_~.1.!_~~ga!.!!st th~ .. ~O!l:.~ssloner_.o.r _~ny of t~_~ 

C0I!'l'l_~ssione~~ __ 1.eputies.! !'S_qents, c_~e:r~~! aS8is_~~~~~L~ 

~_9£!,_~y_!!_..£v.....~~.i'.~..!?:~_~e~. ~n prefere!:!<:~ in an __ ~FP~.11 

pend~~~i' .P_!~£!~_,!~~~!H~ ~?~~~l..!. 

~_,!,!,!~ .. ~p~~_~~e~s~.!!_.sha~_~_ nO_~_.~.l.!..2!!....s'!9.~ o~ ~_~teet 

~~~at ~.S!.I~!> __ ~~....!!!.Y..._~ ~~yr anc~ __ 9.u_ara!!!L~~sociat !..?t}_~ 

~...!. __ ~_l!~.t:_ p~~_t}R sha~_~ 'p_~oYi~~ __ to~ __ ~st!!J~~"'!"!"" ad just~~·_'l~_s 

~.2.._~~ __ ~ad~~.i:_.~~.'~ ~ ~q~J da t05_ ... ~~~~ __ ~ i s t ~....!E...u_~. !~ns _.2!~~_sc t !!....~ ~ 

9.u~~_~.r'.~:J.. __ <!sso~~~_t.i.?f'!$, . __ ~....!..!l~_ ~vp.nt _~.~~ ~ .. _t he_. !.i~~!~~.!:.9.! __ p!!~ 
.£ lall"ll~ __ ~_~2!l!_!.!.!:.!~ __ ~t ... t h~ . ~~~~ ,._.!:'h i ch _ ... '~~_!j __ ?_t_~_~ ~ ~ i ~.~ ... b_E! ~!"'~ 

Q...~ ~ ~!.?!!.~._ .2! __ ~~..£..0.<: ~ 1 a ~ _.9..~~ ~ .<I:!~ !.~. __ ~:! ~C!~: .!.it..!J.9~'2 ~_~ __ ((): the 

~.PP~~ . .L of ._!:~~_. 9_~~.E'.~_.~!""'.!.!..9.~).d'1 t. i C'l..!.._~~l.c.!'._.!.t-'~lt_ ~ !.!._ .9.~l~.!_,~_~ t 'i. 
~}2_~~~_i~_~_i:?.!'~.~.£.9.uI11 ~ .. ;L_9~f'!~Li~~~. a. PE(?_!_.~.t_{l __ l?~_~~_~. _~ r_~!'"1_ ~I_'~ 

assets _'?L_t_!!.~_!:~.!~_~!!.:_[.~_ a.~_. ~).!. ~~r . of .. 1_ i 9.~~.i.~_<!~_i_£~i~ __ §_,-,_t~_! .... s i ~~~ 

~.E.~ry __ ~_n __ ~J:ll~£;~..l:_, . ....!-_~~s:omE~~''1 _ ~!.'_<!. ~.l n.~'t. l~~~ _.!_I~ !_~:\~!?E._.~!.'?:I! 

~ • 
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~~.!..!.~qu.e:nf.i'_~.~~_~ ~D'3~...=!!.'}~!l~ _~_~d unt i l_.~'!'!'._J.~I'.~~~~~~c:pd ~y 
!._ 9.~arant Y_~S~~c ia t i ~':I . .'_ t~cl u~~_~9. .r ~~~on.~b.l p adn_i.!'.l 5 t rat i ve: 

~!'I]_~~!!'_ LI"!... con~,.~~q!?n th~~e:· .. :!_tn relat ing ~t? 9b.l....!.S.!...~.i.C!~~ .. ()f 

~_hp. cOI1\P~':Iy •. _sh"lll ___ t:?e ~!,':p'ait..!.~!1 ~~..!..L..t09l't'lt:.~. ~~!:...!!......!.n.l.e.5_I!_!}~ 

~t _~ne jud9i!1e.n..!_...!..!!...~.of ..i.nt.ere.£.~._ ~.~_ u~l~~!'; an..ilrr.<~D.9~men~_L~! 

!..£1?il:ym.e:n_~_~<?~. has be.~n .~<!de .... it!!. __ ~.~~.c!?!lsent.9.f ~!~ 

app 11 cab 1 e_ .9U8r a n_~y. ~ssoci. a.t .i'?!"1~..:. 

S~c. 20. Section 507C.21, subsection 1, paragraph j, Code 

1991, is arnended t.o read dS follo'.l5: 

j. Borrow ~oney on the security of the insurer's assets Qr 

without security and pxecute and deliver docurr.ents necessary 

to that transaction tor t.he purpose of facilitating the 

liquidation. MOliey' _~orr9_w~u.(~~::!!"I_L.!:..2_.l.!!!.~_ pi!caqraph shall 

9.~ .!ep'lid .~_s. ~~ adU\!...!.~~st.r~l: iye £!.P.~!:lse _~~d h.1vC' .. prioc ity ov~t:. 

~!1i' oJ.:.her c1a_ss.!. eta!.::!,? u":qer the £!.!oFL~Y....£!.._<?5~t~!Eution 

~_~.~91~.shp.d in .~e~~:ion 5l??~~~_~:. 

Sec. 21. Section 507C.21, ~ub~~ction 1. Code 1991. 1S 

amended by addinq the fo110 .... in9 new paraqraph: 

N~I'I' PARAG_~~.PI!. 'oJ, Audit thl" book.s and rpcordf! of all 

agents of the insurer which relate to the bu~inp.ss of the 

in9urer. 

Sec. 2'. Section 507C.22, Code 1991, is amendpd by adding 

the fOllow.ng ne .... subsection: 

NEW SU~?~C~.I()N, 2A. a. Notice to agent.s of the insurer 

and pot.~ntlal cldinants ·.·.'))0 are policyholders undt.·r sub"5ecli.on 

1, where applicable, shall include nol.ice that co .... erage by 

state guaranty as!wciations may be available for all or part 

of policy ~enefit.~ in accocddnCe ~ith applicable state 

guarant.y la .... s . 

b, the liquidatur Shall pro~ptly provid~ to thE! guaranty 

assQciations suen information concerning the id~ntitip$ clod 

,1ddrf!~sP~ of the policY}lol.J(·u·. ,\nd :hr.ir p:')licy cover.Hlo.:·s as 

(My hl~ wl~.hi.n the- liq\liddtor's possP~sion or con\:col, ano 

otherwise ~oope~ate with quaranty as!locial.i~n~ to assIst tne-m 

in providin~ 1.0 the policyholderR ti~pLy notlC~ of th~ 
(fl 
"TI 
N 
N 
0> 
Cl 
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guaranty associations' coverage of policy benefits includinq. 
as applicable. coverage of claims and continuation or 
termination of coverage. 

Sec. 2J. Section S07C.2.l. subsection 2. Code 1991. is 
amended to read as follows: 

2. An aqent tailinq to ~~V~-"otie~-or-fil~-~-r~por~-of 

e01'lplhnee- E.!.9~~ )nfo!:mati~~ as required in subsection 1 may 
b~ subject to payment of a penalty of not more than one 

thousand dollars and may have the ag~nt's license suspended. 

1'he penalty is to be imposed only after a hearing helr:! by the 
corvnissioner. 

Sec. 24. Section S07C.14, subsections 1 and 2. Code 1991. 
are amended to read as follows: 

1. After the issuance of an order appointing a liquidator 
of a domestic insurer or of an alien insurer domiciled in thi!! 
state, actlon lit la~J or equity shall not be brought aQainst 
the insurer or 1 iquidator in this state 2! . ....!.!..!Je .... he.£.£..!. nor 

shall existing actions be maintained or further presented 
after issuance of the order. The courts at this state shall 
give full faith and credit to injunctions aqainst th~ 

liqUidator or the insurer or the continuation of existing 
actions aqainst th~ liquidator or th~ insurer, when the 

injunctions are included in an order to liquidate an lnsurer 
issued pursuant to correspondinq provisions in other states. 
Whenever in the liquidator'S judgment, protection of the 

estate of the insurel' necessitates inte-rvention in an action 
aqainst the insurer that is pending outside this state, the 

liquidator may interve-ne in the action. The liquidator may 

defendL at the expense of the estdt~ of the insurer,. an action 
In ~hich ~he liqUidator intervene9 under this section. 

2. Within two years or such additional time as applicable 
la ... · may permit, thE.' liquidator ~ay after the issuance of dn 
order for liquidation institute an action or procepdi~9 on 

behalf of the est,lte of ttw ins;Hcr '-pOll any cause of aC~.ioll 
aqainst which the period of ::'i..,itation fixt~d by applicable la ... 
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has not expired at the time of the filing cf the petition upon 

... hich the order lS entered. Where!~ a period of lini~~tion 

is fixed by aQreenent for inst~tllting a suit or proc~edinq 

upon a claim, or for filing a claim, proof of clalm. proof of 
loss. demand, notice. or the iil.;e. or wttere if In a 

proceeding.!.... j~d.~ci~}. ~_r---.2..!!!...I:!:.rwi. ~£..!. a per iod of I imi. tat ion is 

fixed !I.~_the I?roc;~ed!!l9.~.~~ua./l.!......!.? ~p'l)licat?le la .... for 
taking an action, filing a clai~ or pleading. or doing an act, 
and whe-re'\n-a",-e~!le !.i t.he period had not expired at the 

date of the filinq of the petition, the liquidator may, for 

the ben~fit of the estale, take any action or do any act, 
required of or pe-rmitted to the insurer, within 4 period of 

one hundred eigbty da.ys subsequent t.o the (!nt.ry of an ordE'r 

for liquidation, or within a further period as 15 sho .... n to the 
satisfaction of the court not to be unfairly prejudicial to 
the other party. 

Sec. 15. Sect.ion SOlC.n, Code 1991, is amended by adding 
the following new subsection: 

NEIi.~UaSF:C~_ION. 2A. A person receiving any property from 
the insurer or any benefit of the Insurer which is cl 

fraudulent trdnsfpr under subsection 1 is personally liable 
for the property or benefit and shall account to the 
liquidator. 

Sec. 26. Section SOlC .. W, subs(:ct.ion 2, Code 1991, IS 
anended by adding the following ne .... paulgl"aph follo .... 1ng 
paraqrilph band reiettPring the remaininq paragraphs: 

!lEW P~R~GR~~H. c. The ohli9atio~ of t.he insurer is 0\"'('11 
to the affiliate of such p~rson. or d~y other entit.y or 
aSRociat.ion other than the person. 

Sec. 27. Section S07C.)4. :Hlbs(:ctlon 1, Corle 1991, is 
ar'ler,ded to read a!). follows: 

1. Within on(' hundred t~enty days of a final determindtion 
~f insclve:)cy '.~Ilder t.t",~s chapter .:1.$ as:iets bt:CoJ:ne d·JCi.~labi.e. 

the liqlljddt.O~ shall ~dke applica~ion to the court tar 

approval of a pr0posa~ ~o disburse asse~s out of marshdie,j 
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assets to a guaranty association or forp.iqn guaranty 

association having obligations because of the insolvency. ~~ 

!.EQ.LJ~~ion at!~. d.~.'..!burs.~~e!~L..2.L~~~ts sh~l.1 be r"Ia4'Lfrcm time 

!o_.~.1.m.ft.as asse~.!!.E~o:ne a~ailabl.~: If the liquidator 

determines that therl" are insufficient assets to disburse. the 

application required by this section shall be con,;idl!red 

satisfied by a fi.llnq by the liquidator stating the reasons 

for this dete~~ination. 

Sec. 28. 

follows: 

Section 507C.40, Code 1991, is a~ended to read as 

507C.4O CLAIMS Of' $URH1'Y. 

If a creditor L whose claim against an insurer is secured in 

whole or in part7 by the undertaking of anotner person, fails 

to prove and fIle that claim, then the other person may do so 

in the creditor's narne.--crne-!lareey and shall be subrogated to 

the rignts of the creditor, whether the clair-, ha!) be~n filed 

by the creditor or by the '!ItHf':ty oth~~ .. pl"rson in the 

creditor's name to the extent that the ~1St"et,. ~_~~~ .12.erson 

discharges the lllldertaking. Ho·"'ever, in the absence of an 

agreement with th~ creditor to the contrary. the !ltll'ety 9_thp.r 

I?~...!.!...o.f! is not entitled to ani· distribution until the amount 

paid to the credi.tor on thl" undertaking plus the distributions 

paid on the claim from the insurer's estate to the creditor 

eqlSah ~~u.~~. the amount of the entire claim of the creditor. 

An excess received by the creditor shall bp. neld by the 

creliitor in trust foe the !Htt"et1 ?t:.herJ?~.~s,?~. As used in 

this sect Ion. "!1tH'ety" ~?th~~~C?~": is not i.ntended to apply 

to a qUdranty association or foreign guaranty association. 

Sec. 29. Spction SOlC.41. SllhRectic)ns 1, 2. 3, 4. and 5, 

Code 1991, are arn~nded to read as f?llo~s: 

t. CLASS 1. -rh~ cost~ and expen!;p." of <.ldn.ini5tration. 

including but not li~ited to the following: 

a. The <lctu,<jl and nece!)sari· CQst:;. of pre-serving or 

recovering thE' .1!;~o?tS of ':h~ insurer. 

• --
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b. Co~pen9ation for ~.!1 .... ,!!!..!-..!!~~.i2~~ sprvices r~ndered in 

the liqui.dation. 

c. Necessary filing f~es. 

d. Tne fees and c~ileage lXlY,lble 1:0 .... itnes'!ie!'). 

e. Reftl'Jonabh ~_u.~.!.tori2l·.~ .. re:~.!:;onat:>l.~ attorney'!') fpps and 

gther .pr.o~.~~~sion~) .. s~r~ic~!'!. re!lJ~r.p.d ill..~t~e .ti9ui~~.t.ion. 
f. The rea!;onable expenSf!s of a guaranty as!l.ociat ion or 

foreign guaranty association in handling claims. 

2. CL.ASS 2. 9~bt!!l·'dtl~ ~~.a~?nabl.~ ~ompe.ns./l.tlon to 

employees for services perfor(1'l.ed t.o the extent that they do 

not. exceed o"e-tno!;l!Jelnd··dol:hr~ !::,.'o montl).~.ot .n:-£.f!P.tary 

£C?nppnsat}~~l and repre'!lent. payment for servicp.'S performed 

within one year before the filing of the petition for 

liquid,Hion 2.!~ ~~~~habilita~!<?n p~~ceded .l.iqu !d.c'!!. ion. 

~!..~.hl~_one yea.~ b~.~orl! tl)_~ fil!"~9......2L~.~~ p£;~iti0tl .. (or 

reh~hp.~~~tion. Officers and dil't~ctor5 are not entitled to 

the benefit of tnis priority. The priority is In lieu of 

other sitt\ilar priority ... ·hi.ch may be authorized by la .... as to 

wage!) or compen!),lt Ion of employef:s. 

3. CLASS 3. Claims undec policil~s.L!_n~~l.:.l~~~~~~ o.~ 

~I?: f~<!~ral or any. 5t~t_~~!_~ca~ 9c::.:"!.errul'.e!lt., for lOS:H'S 

inc~rred. including third-party claims, clai~s against the 

insurer for liability for bodily injury or for injury to or 

destruction of tangible propert,y which are not under policies, 

and claims of a guaranty association or foreign guaranty 

associ c'll i()n . ~.l~}!':l~ unde r ~~.~~.~:!l'~:.!)~t?1.~..E:?.~~. c ~ e~ .. f. (l.r unC!dCnp..~ 

E!....!:'_~~un .•. Claims ul\der lifl~ insurdllce and annui.ty policies. 

vhetner for oeat,h proceeds, annuity peoc~eds. or lnvnst~ent. 

valuC':> snall be t.I'(~'-lted df. 1055 claiP"l~;. That. i)()I'tion of a 

los:;, inot.'mnifir;,ni')O f~, which is proviued by oth~r b"nl'fds 

or advantdq~s r~coverpd by the cldiroant. shall not b~ in(:luded 

In t,hi!". Cld:j~;. ,)thee Ih,ln 'DC!;)rfit~l or advan:,aqes re(.·o·JE-rE'd or 

C~c()'Jp.rab1(· ill oli~;Chdrqe ot f<1m~l;..ll 0bli~,ltion!; of suPP')C~ cr 

by way of gl\cc~f..f.io() C!~, dp.l1~ \11' .1!' proC:I~f':ds of l.fe 

~nsurance. or dS qratuit.(!s. 

cmployep I!; no: a gtat,lity. 

A p.:1i':lIt>r,t by a:"l E'np:'0i·el ~o .Jl') 

(J) 
"T1 

'" '" 00 
Cl 
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4. CLASS 4. eia*~~-und~~-no~as3es~ebie-rOite~e3_for 

ttnea~"ed-rt"elfti:~~-ot"-othet'-pre""i:tll"'I t'~.i.um refunds
L 

and cIa ims 

of gene r ale r ed i tor 5 .!...._i ~_<:...1~~.9......£...~ a i":l.s----2! . ...£~d i 1"?9_an~ a1!:J:!.l~ ryg 

!ein~u re~ ~_j.~t_h....! i..!.... ~~paci ty ....!!....~uch!.~I}.L~ubr?..2.:!t ion_~ ~.!!: .. ~. 
5. CLASS 5. Claims of thp. federal or any state or local 

qovernrrent ~.xce.E!...~ho5.e .und..!.:~ . ....£.!ap..!_?. Clai.ms. includin9 
those of a governrental body for a penalty or forfeiture. are 

allowed in this class only to the extp.nt of the pecuniary loss 
sustained from the act. transaction, or proceedin9 out of 

which the penalty or forfeiture arose, with reasonablp. and 

actual costs inc'!!..!~.2. The remainder of such claims shall be 
postponed to the class of claiMs under subsection 8. 

Sec. 3a. Section 507C.~S, Code 1991, 15 anended by adding 
the follo .... ing ne .... subsection: 

~EW S~~S[CTIq~. J. Notwithstanding dny other provision of 
this Chapter. funds as identified in subsection 1, with the 
approval of the court, shall be made available to the 

comrissioner for use in the detection and prevention of future 
insolvencies. The COr.vnis5ioner shall hold these funds and 

shall pay without interest, except as provided in section 
S07C.42. to the person entitled to the funds or the person's 
legal representative upon proof satisfa,ctory to the 

corrunissioner of the person's riqht to the funds. The funds 

shall be held by thp ~ommissioner for a period of two years at 
which time the ri9hts and duties to the unclaimed fonds shall 
vest in the commiSSioner. 

Sec. 31. S~ction S07C.46, subsection 2, Code 1991. is 
amended to read as follows: 

2. Any other person may apply to the court at any time for 
an order under subsection 1. If the application is denied. 

the applicant Shilll pay the costs and expenses *",eitlGi"'IJ 
reft30"!'lb~e-G~torr~Y"5-fee of the liquidator in resisting the 

appl icat ion !!l~~ld.~!!S a_.r~_c.!so~b~~_ a~,?r!!!'y' ~~e~. 
Sec. ]2. Section 50"]C.52. subsection 1. Cod~ :'Hl. h 

amend~d to I'ead as follows: 

Sen,itC Ll~ 12S6, ? 24 

1. Except as to special deposi~s and aecurity on secured 
claims under section SOle. 53. subsection 3, the doniciliary 
liquidator of lin ir:surer donicilp.d in a reciprocal state shall 

be vested with the titlp to tne assets. property. Co~tracts. 

a~d ri9hts of actior:. agents' balances, books, accounts!.. dod 
other records of the insurer located 1n this state. The date 

of vestin9 is the date of the filing of the petition, it that 
date is s~c(:ified by the domiciliary law for thp. vestin9 of 
property in the domiciliary state. Otherwise. tne date of 

vesting ~heii-bl'! is the date of entry of the order directing 

possession to be taken. The domiciliary liquidator may 
irr.rnediatety recover balances due from dgents and obtain 

possession of the books. account.s •. and other record!) o( thf~ 

insurer located in this state. 9~b;eet-to-~eetton-50fe~S3T 

the-do$ieiitet'y-itq~id8~or-~~y-sl~o-t"eeovet'-ai~'other_a~~e~5 

of - the - i Mljt'er -ioeat:ed - * n- ttl t5 -~~a~e~ n~~---..20m i c i J i <!.!.1 

~.~~ator .. 1I~~!!1 ~.~~v£.......!:.~~ .. '!'!.sh~~~. r.ec().vo?~~.ll ...2i..he!.....~ssf~ts 
2!.....t.~!\~ure~ .!...o...£.~t£~.!.n .. !..!!j..!j.. ata~~ .• _....!~~j~.£!. t.c.?_~~c~o~ 
.~Q}C. S~:. 

Sec. 33. Section S07C.55. subsection 2. Code 1991. is 
amended to read as follo· ... s: 

2. Claims belonging to clainants residing in reCiprocal 

states shall be proved either in the liquidation proceeding In 
this state as provided in this chapter or in ancillary 

proceedings in the recipl'ocat stal.es~ c.!...£!~i.~ili.n9 

I2r,?c9'd~~~.e is. ~!ta~! iSh~~.J...!' t:.he .al}.c2.! . ..!.~i!.!.LI'I·~ce~d!.!!.g. If 

notice of the claims and 0ppol"tunity to appeal' and be heard 1S 

afforded the do:nicil~al'y liq'li.dCi~(Ir of ulis state as provid(.'u 
in section 507C.S6, subsection 2!.. with respect to ancillary 
procecdinqr.. t.he final allow,lnCl' of claims by the court.S in 

ancillary procel~din9s in reCiprocal statps shall be con<:lus:ve 
as to amount and 48 to priority <lgainst $pf!cial :ieposi':;. or 

other security _oc&:~d in such anCillary states. but shall ~ot 

be conclusiv~ ~lth reap~ct t() prioriti~s aqains! g~nj!ra. 
assets under sect. Ion ~07C.42. 
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Sec. 34. Section 507C.S6. sutlRecti.ons 1 and 2, Code 1991. 

ate amendl~d to read as f0110· ... $: 

1. tn-o-I: iqni: dat i-ol't-proeeefiinCJ- i: n-a-l"~e ipr-oeftl: -!I tete 

aqaiMt--&I\-*n~'d:t'et"-doll\id: led-i n-I:hat- atate P r o~pt 1 y ~ (~~~_ .t!l_~ 

!pp',?~.n~~ent ~!.....lhc_.~~_l!'l"issi.oner _~~_ ancilla~y _r.~,!=~i ... cr ~~ar\ 

i.nsu_r_~.£_ not do~ici led_ ,i_n this 5ta~~! the C011l'lli.5~.1.C!:~er shall 

detecl"I..1.nc whetl'er ther_e __ ~re clalrnan~s._}:e5i.di.n9 in _t.h!..:~._~..!:.~~~ 

who are_.np..l...£!2~ected by g~!~!:~!!ty funds_i!..~~ whether t,h,e, 

protecti.<?!!_~!!...uSh clairt~a!1_~~r_~qllires the ~~!~.bli.shin9_QL~ 

£laim fq.~ng....£!..2.£!~_ure in the ancillary pro£~e_q.~n9. It a 

claim filiF!9 proced~.r_e is establi.s~e~. claimants against the 

insurer who reside within this stat~ ~ay file cIa iDS either 

with the ancillary receiver in this state. or ~ith the 

domiciliary liquidat.or. Claims shall be f;.led on or bet'ore 

the last dates fixed for the filing of clai~s in the 

domiciliary liquidation proceedln9. 

2. Claims b~lon9ing to claimants residing in this state 

~ay be proved either in the doniciliary stat~ under the law of 

that state. or in ancillary proceedings in this state~ 

p!ovide_<.!_~ .5~.laim filin9_£.roc~.~'He is est~2'~ l.shed in the 

~.fl_cillary_p_r~ceedin9' If a claimant. elects to prove the claim 

1n this state, the claimant shall file the claim with the 

liquidator in the manner provided in spctions 507C.35 dnd 

507C.36. The ancillary receiver shall make a recommendation 

to the court as under section 507C.43. Th~ ancillary receiver 

shall also arrange a date for hearing if necessary under 

section 501C.39 ~lnd shall give notice to the liquid .. llor in the 

domiciliary st.dt:e, either by certified (1"·ail 01· by pp.-r!;oni!l 

service at l.east forty days prior to the date set for he~l· ing. 

Within thirty days after the giving of the notice, it the 

domicili.uy liquidator givf!'s notice in .... ritinCJ eitl)f~r by 

certified mail or by personal service to thj! ancillary 

receiver and to th4! claimant of an intention to crmt"5t the 

cl~im, the domicili~ry liq~idator is entitl4!d to appnar ()r ~() 

he represent(>d i:-. il procet:'dinq 1n thi!; stat I! ~n·J():v~:)(J t.he 

adjudicAtion of the cl.i~. 
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Sec. 3~. Sect ion SlOI,.I, Code Supplement 1991, is amended 

to read as follows: 

510A.l SHORT TITLE. 

This chapter shall be known clnd may be cited as the 

"!!usiness Producer C()ntroll~d Property and casualty insurer 

Act." 

Sec. 36. Section 5l0A.2, Code SuppleMent 1991, is amended 

by striking thE'! section and ~nserting in lieu thereot the 

following: 

510A.2 DRfINITIONS. 

As used in this chapter unless the context otherwise 

requi re5: 

1. "Accredited state" ffieans a state in which the insurance 

department or regulatory agency has qualified as m~etinq the 

minimum finAncial regulatory standards pl·onlti.gat~d and 

established by the national association of insurance 

cortllTlission~rs. 

2. "Control" or "controlled" has the meaning ascrlhl!d in 

section 52lA.l. subsect.ion 3. 

3. "Controlled inslltPr" means a licensed insurer which is 

controlled, directly or indirectly. by a producer. 

4. "Controlling producp.-r" means a producer who, directly 

or indirectly, control"a an insurer. 

S. "Independent c3."!>ualty actuary" mean!'!. a cas·.Jalty actuary 

who is a membe r of the A!'"I(! rica n acadmny ot act lI,l r i ef; and who 

is not an ptnployee, principal. th~ direct 01 ir.direct owner 

of, affiliated ~ith, or in any way controll~d by the insurer 

or proJucel·. 

6. "t.icen!H~d insllre~" or "inS\lrer" means clny person duly 

licf!'nfi(>d to t.ran~act. ~ ptope~ty and casualty ln5urance 

bu~inl!'$:S 11\ t.his ztate. Tt,e followinq <lte not liCf!nSt:d 

pcoP(:I·ty ,\l\d c~ul\dlt.y irlSI1Cl!'l"S fo!" t:H: p·,lI·p"$I!S of :r.ls 

ch.:lpt~r: 

a. ;,11 C1S~ r(.'t(~r!tio:'l gcoup"!> as definl~rl in t.hp S·.lp'~r~'I:'Id 

lUfenJn"ll':'.ts. RI~c1ut:h0rizatlon Act. of 19~6, \'uO. ( .. ~o. ?9-~9'J, 

(J) ..., 
'" '" 0> 
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100 Stat. 1613 (1986) and the Risk Retention Act, IS U.S.C. S 

3901 et seq. /1962 , Supp. 1966), or Chapter ~lSE. 

b. All residual mark~t pools and joint underwritinq 
authorities or associations. 

c. All captive 1nsur~rs. For the purpos~s of this 

chapter, captive insurers are insutance companies owned by 
another organization .... hose exclusiv~ purposp is to insure 

risks of the parent organilation and affiliat~d conpanies or. 
in the case of groups and associations. insurance 

orgllllitations owned by the insureds whoSE! exclusive purpose IS 

to insure risks of any group and aS50ciatlOI\ members and any 
afft !iates. 

7. "Producer" means an in5utanc~ brokpr or brokers or any 

other persoll when. for any ccmppn!;ation, commission. Ot other 
thing of valup., the person acts or aids in any mannp! in 

soliciting, negotLltinq, or procuring the making of an 
insurance contract on behalf of an in!;ured other than the 
person. 

Sec. 37. Section SIOA.3. Code Supplenent 1991. is amended 
by striking the section and inserting in lieu thereof the 
follo .... ing: 

SlOA.) APPLICABILI7Y. 

This chapter applies to licensed insurers as defined in 
section SIOA.2. either domiciled in this state or do~iciled in 
a state that is not an accredited atate and haying a 

substantially similar law. All provisions of the insurance 
holdil\g company Act, to thl~ extent those provisions are not 

supets~ded by this chapter. continue to apply to all persons 
associated '''''ith holding companies subject to this chapter. 

Sec. 38. Section 510A.4, Code Suppleml"!nt 1991, is am('r.ded 
by stri~ing the section and inserting in lieu ther~of the 
follo,.,ing: 

SlOA.4 MINIMUM s·rAN~AR()S. 

1. APPLICABILI~'Y 0: SI::CTIOf~. 

• 
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a. 70i5 sect.ior. J.pplle-s if, Ln any caler:dar :,·edr, tt".e 
aggregate amCllnt of gros5 written ?remium on business p~ac~d 

with a controiled insurer by a controlling prcducer 15 equa: 

to or qreater than five pl"!rcent of the admitted assets ot t~e 

controlled insllr~r. as r~p~rte,3 In the c()ntro:led insure!'!; 

quarterly state:nent filpd as of Sppt(>rnhe~ 30 of the ptl"!'cedin" 
year. 

b. Not .... ithstanding p.Hdgraph "a", this section do€!s not 
apply if both of the (ollo·.,tinq apply: 

11) Th~ controlling produc~r does ail of the following: 

(al Places insurance only with t~e controlled ins~rer, or 
only with the controlled insurer and rn~~bers o( the controlled 

insurer's holding company si'st~~. or the controlled insurer's 

parent, dffiliate, or subsidiary, and receive-s no conp~nsation 
base-d upon the arr;our.t of prert"dllm~ ~'rittPIl in connection with 
such insurancp. 

/b) Accepts insurance pl.lcert"I,~nts ()Illy frorr. non<1(filiat~d 

subproducers t\nd not dire-ct.ly fr(.len insureds. 

(2) The cont.rollf!d insurt~r. except f(.II insurance buSillt~sS 

written thtouqh a residual rar~l"!t facility, acc('pts insurance 
busine:is only from thp controlllnq producer, a produce-r 

controlled by the controlled Insure:, or a producer that IS a 
subsidiary of the controllprl Insurer. 

2. REQUIRI::D CONTRACT ftWVISIONS. A controlle-d 1I1SIl((.'r 
shall not accept busine~~ from a controlling producer and a 
controlling prcducct" sha:'l not plClce o1l5iness with a 

controlled insurer unl~ss t~ere is a written contract betweer: 
th,! controlling prodllct""t and the contl·oli.ed i:lsurer specifying 
the responsibilities of edch party ~hich hdS been approvpd by 

the- hoard c( directors of t~e c?nt:o~led insu:I!: alld (ile,~ 
~ith the corrmlsRlonpr. The contrac~ ~~S~ conlain, at a 
minimum, t.lle (oll(:~i~q prnvlslon~: 

a. The ccntroltp(\ ."~;',~(': 1··.1i· ·(':·rrini!:0 th.: c\;ntriL::t for 
cJ.llse, IIp'Jn wl·itt~n 1lC!I:iCt! ~,) t.tl~-, cOllt:·olllnq prcollicer. 
controlled il:!;lIrer .. ,>r.idl SU5P'>IV.l the dutho~ity of l!l(> 

rhe 

• 
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cont.rollinq producer to write busi.ness duri.nq the pendency of 

any displlt,e regardi.nq the cause for the termination. 

b. The COtltl'ollinq producer shall render accounts to tile 

controlled insurer detai.linq all ~aterial transactions. 

including information necessary to support all com.nissi.ol\s. 

charqi":, and other fees received by, or owing to, the 

controlling producer. 

c. The controlling producer shall remit all funds due 

under the terms of the contract to the controlled insurer on 

at least a r.'Ionthly basis. The due date shall be fixed so tJlat 

premiums or installments of preniums collected shall be 

remitted no later than ninety days after the effective date of 

any policy placed with the controlled insurer under this 

contract. 

d. All funds collected for the controlled insurer's 

account shal.l be h~ld by the controlling producer in a 

fiduciary capacity. in one or more appropriately identified 

bank accounts in banks th<!llt are me:nbers of the federal res~rve 

system, in accordance ~ith the provisions of the insurance law 

as applicable. However, funds of a controllinq producer not 

required to be licensed in this st.ate shall be maintained in 

compliance .... ith the requirenents of the controlling producer's 

domiciliary jurisdiction. 

e. 'The controlling producer shall naintain sep.arately 

identifiable records of business written for the controlled 

in~urer . 

f. The contract shall oot be a$8iqnc-d in whole or in pan, 

by the contr()lllnq producer. 

q. The conlrollc-d insurer shall provide th~ controlling 

producer '.dth its undec· ... ritinq stanciards. rules. ano 

procp.d\ir~s :11anUa15 setting forth the rates to be cha!'geti. and 

the condit,ic)ns for the dc~eptancc or [eject,io~ of riuks. the 

controlling producer ~hall adhere to the stdndards, r\;le~, 

procedllr~s. rates. and conditi0ns. The standar~s, [ules, 

procedurps, r.lles, and cOf'.d:tic-r,ll ::;hall h,~ the S,1ne ,1S Lho~e 

• 
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appliCAble to ccmparable business placed with the controlled 

insurer hy a producer other than the cont.rollinq producer. 

h. The rates a~d terns of the controlling producer's 

com..,issions, charqes. or otner tees and the purposes for those 

charges or fees. The rat,eli of the com..,issions. charge:;., and 

other fees shall be no greater than those appl icable to 

COttlparable business placed · .. ·ith the controlled insurc-r by 

producers other than controllinq pl'oducers. for purpos.t.'s of 

thi9 paragraph and paragraph "g" Qf thi8 subsection. 

"comparable business" includes the saltle lin~s of insurance. 

samE! kind::. of insurance, same 'kinds of risks, similar policy 

limits, and similar quality of business. 

~. If the contract provides that the coc~trollinq pl'oducer, 

on in9urance business placed ..... ith the controlle,l insurer, is 

to be compensated contingent upon the i.nslirer's profits on 

that business, then such compt"!rtsat ion shall not be determined 

and paid until at least five years after the premiu~s on 

liability insurance are earned aod at lea~t one year aft~r the 

premiu(";"Is are Po,Hned on any other insurance. In no event shall 

tilt.' commissions be paid until thf: adeguacy of t.h~ controlled 

insurer's reserves on remaining elaials has been independently 

verified pursuant to sub:;cction 4, paragraph "a". 

j. PI. limit on the controllinq prodllcet"s wntlngs 11\ 

relation to the controlled insurer's surp}us and total 

~ritings. The insur~r mfty ~s'ab~ish a different limit [or 

each line or subliO(~ oC c)u!>ille"!)s. Thoi!' controlled i:"lsurer 

!l.hilll noti.fy the cont.rollinq pro(\l.Ir::er when t.he appli.c,1.hle 

limit i$ .1.pproached and shall not acc"pt bl.lGino?:s5 from the 

controlling producer which would exceed the li.mll. Th~! 

controlling prod\)c~r shall not placp b"Jsiness .... ith the 

cont.rolled insurpr if it has L~en ~otifieJ by the cot!tro~lp.d 

inSlJr~r t;'lilt th(' t~mit hilS oet.'("\ rl'actlt~d. 

k. 'i'h~ cantrall in9 prodll\:oP:r m,lY n"q()ll.lt~ but shall r,ot 

birl6 rein~lIHdnep. or~ bt.'half of I,he c()I)t.I'(llled In,~l\r~~r (,'0 

l.'llsine"s ~:t'H' (;()ntr,)ill~)1:1 PC<)d'I<:I!': pla,:~!; · .. it.l~ U')oP: con'.r01.ed 
(J) 
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insurer, exc~pt that the controlling producer ~ay bind 

facultat: ~ reinsurance contracts pursuant to obligatory 

facultdtive aqreements if the contract with the controlled 
insurer contains underwriting gUidelines including. for both 

reinsurance assumed and ceded. a list of reinsurers with which 

such automatic aqreements are in effect. the coveraqes and 

amounts or percentaqes that ("Ia,' be reinsurpd. and commission 
schedules. 

]. AUDIT CO~MltTEr. A controlled insurer must establish 
an audit co~mittee of the board of directors conposed of 
independent director3. Prior to approval of the annual 

financial statement, the audit cOG',!'Ilittee shall meet ""ith 
manaqe~ent, the insurer's independent certified public 
accountants, and an indepcndent casualty actuary or other 
independcnt loss reserve specialist acceptable to the 

co~-!nissioner, to revie· ... the adequacy of the insurer's loss 
reserves. 

4. REPORTING REQUIRl-;MENTS. 

a. In addition to any other required loss reserve 

certification. the controlled insurer shall annually, on April 
t of each year, file .... ith the cocrunissioner an opinlon of an 
i.ndependent casualty actuary. or another independent loss 

reserve specialist acceptable to the cOllWlissioner. reportinq 

10s9 ratios for each line of business written and att,esting to 
the adequacy of loss reserves establish~d for losses incurred 
and o\,tstandinq as of year-end on business placed by the 

producer. includinq incurred but not reported losses. 

b. The controlled insurer shall annually report to the 
cor.rnissio.ner the alf'_ount of commissions paid to the prcciucer. 
the percentage !H,ch amount represents of the net i)[emiums 

written. and corr:.pacable amounts and percent.age pdid to 
noncontrolling producec8 for placements of the same ki~ds of 
lnsurllnce. 

Sec • .19. ~1:..-W ~.F.~!to~. SlOA.S orSCLOSURE. 
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The pcoduce:. prior to che effective date of the policy, 
shall deliver written notice to the prospective in~ured 

disclosing the :elationship bet~een the producer and lh~ 
controlled insurer; except t,hat,. if the busin~ss is placed 

throuqh a Rubproducer who is nc)t ~ controlling producer, thp 

controll Lng producer shall I'etain in the producer's records. <1 

signed cor;-,mitnent from the subproduc(·r that the subproduce: is 

a~ace of the cplationship bet~een the Lnsurer and the producer 
and that the subproriucer has not, i f i.ed or wi 11 no! i fy the 
insured. 

Sec. 40. Section 521A.S. subsectic)n 1. Code Supplem~nl 
1991. is amended by striking the subsection and inserting in 
1 ieu thereof the following: 

]. A domestic il\sur~r shall not pay any extraordinary 
divid~nd or make any oth~r extraordinary dis!ribution !o its 
shareholders until thirty days aftl~r the co:nmissioner has 
received notice of the decLHdt ion of the dividend or 

distribution and has not disappl'oved such paynent wi.th:.n the 
period. or at the Urr.e the c()~,missioner th1!') approv~d Lh~ 

payment within the thirty-day period. 

for purposes of this subsec:tion. an extraordinary dividend 
or distribution includes any dividend or distribution of cash 

or other property, whose fair market value toqether with that 
of other dividends or distributions nade within the preceding 
twelve :nonths excL"ed:o; the lesser of ten percent -::-f the 

i.nsurer's surplus related to policyholders as of the t.hirty
first dclY of Dec(>rubel' next: prN:eding. or th~ net gain (com 

operations of the insurer, if the :n~urer is a lif~ in~urer, 

or the net incc~e. if the insurL"r is not a life in~~rer. not 

including cecllL:ed capit.al 9i1ir·.S, for ttl~ t.· .... elvc-month pt?ciod 

endinq the thirty-first, day of [)pcembcr next pr~c~dinq, but 

does not inclu6e pl'O rata distrlb~tiQns of any class of ~he 

ins·)rer's own secl~ri~,le$. I~ Jctli~m_~_nq ~h~L~er a riivid~~d 

or distribut~on i~ extraordinary. an insurer mdy catry fO!~dcd 
net inCOM0 or gain fr0m cperat:ons ~rom the ?reV~OUM t.~o 

• 
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calendar yenrs that has not already been paid out as 
dividends. This carry-forward shall be comp\lU~d by taki.ng the 

net income or gain fro~ operations from the 5econd and third 

preceding calpnd.H ye.Hs. not including reallzp.d capital 

gains, less dividends paid in the second and imrrediat~ly 

precedin9 calendar yeal's. 

Notwithstanding any other provision of law, an insurer may 
declare an c:drdordi.nary dividend or distribut.ion · ... hi.eh is 

conditional upon the cOll1f'lissioner' s approval of the dividend 

or distribution and the declaration does not confer any rights 
upon ahareholders until the cO:l\IUissi.oner has approved the 

payment of the di.vidend or distribution or the COII'-missioner 

has not di.sapprolled the payrr:ent wi.thin the thirty-day period 

as provided in this 8ubsection. 

Sec. 41. The co:nmlssioner of insurance shall conduct a 

study relating to the issues involved t.'ith compulsory proof of 

financial responsibility for all operators of ~otor vehicles 

in this statp.. The study shall include an analysis of the 

impact of requirinq such coverage, including the nu~ber of 

additional operators acquiring coverage, the effect on prelT\ium 

costs to consumers, thp. Impact on expense!) .... hich .... ould bp. 

incurred by insurance carriers as a result of losses paid 

under such pollcip.s, and other related lssues. 

The comr-issioner of insurance shall conduct at least on~ 

public hearinq in each of the five ne~1 congressional district,:; 

durinq the 1992 leqislative inter~m concerninq the issue of 

compulsory proof of fln.lnc:ial responsibility for all opp.rators 

of motor vehicles in this state. l'he con)JTIlssioner shall 

provide adequate notice of such hearinqs and encouraqe 

participation by all cit.i.zp.ns i.n thiS stat.~. The co:ntl'li!!sioner 

ShClll make an accurat.~ record or SUm."':'I,HY of each meet.in9 and 

provide cl complet.e report t,o th(: qe-ne-ral dSSPrt'bly no later 

than January 20. 1993. concecninq the proc(:edinqs. 

Sec. 012. Section S07.13. Code 1991, is rep"'dled. 
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Sec. 4~. Se-ction 40 of this Act. <1::. it air_ends section 

S21A.S, subsection J, Code Sllppler_ent 1')91. i5 effect i\lp. 

October 31, 1993. 

MICHAEL E. GHONSTAL 

Presidpnt of the S~natp 

ROBERT C. ARNOUl,O 

Spl~aker of the House 

I hereby certify that tni~ bill oriqinat,pd in the Senale and 

15 kno· .. ,rn as Se-nate File 2286, Sevpnty-(ourth General Assembly. 

ApprovcO;kt2~. 
n;PR's' E. BRANSTAO 

Governor 

JOliN T. O ..... HR 

S~crelary of the Spnate 

1991 

(J) 
"T'I 
N 
N 
CD 

'" 


