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Section 1. NEW SECTION. 508D.1 TITLE.
This chapter shall be cited as the "Multi-state Life and

Health Insurance Resolution Faciliity Act™.
Sec, 2. NEW SECTION. 508D.2 PURPOSE.
The purpose of this chapter is to authorize the formation

of an entity by one or more state life and health insurance
guaranty associations for the purpose of administering and
disposing of the business of impaired or 1insolvent insurance
companies assumed by or assigned to the entity by its member
guaranty associations, or by impaired or insolvent insurers
through the impaired or insolvent insurer's duly appointed
receiver, liquidator, or rehabilitator, and to establish the
conditions under which such an entity shall do business.

Sec. 3. MNEW SECTION. 508D.3 DEFINITIONS.

As used in this chapter, unless the context otherwise

requires:

1. "Facility" means the multi-state life and health
insurance resolution facility created pursuant to section
508D.4 as a legal entity domiciled in Iowa with its principal
place of business and other business offices either within or
without the state of Iowa as the board of directors may
designate or as the business of the entity may require and
established for the purpose set out in section 508D.2.

2. "Member guaranty association” means the Iowa life and
health insurance guaranty association created pursuant to
chapter 508C or any other state life and health lnsurance
guaranty association wnich 1s or becomes a member of the
facility pursuant to the plan of operation.

3. "Oversight organization" means the Iowa commissioner of
insurance and the state insurance comnissioner, or other state
official charged with the responsibility of regulating the
insurance industry in the same or similar manner as the Iowa
commissioner of insurance, from the state of domicile of each
member guaranty associlation.

Sec. 4. NEW SECTION. 5080.4 FPACILITY ESTABLISHED.
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The tacility may be created by one or more life and healtn
insurance guaranty associations for the purpose set out in
section 508D.2. The name ¢f the facility shall be the multi-
state life and health insurance resolution facility. A life
and health insurance guaranty assoclation or other entity as
approved by the board may e.ect :o become a member of the
association., The facility shall perform its functions under
plan of coperation estabiished and approved uncder section
508D.7 and shall exercise 1ts powers through a board of

irectors established under section 508D.5. riy ore facility
sha.l be established pursuant to this chapter.

Sec. 5. NEW SECTION. 508D.5 BOARD OF DIREICTORS,

1. The members of the board of directors shell be selected

by the member guaranty associations. The number of members of
the bcard and their terms shall be established in the plan of
operation. Vacancies on the boa:zd shall pe filled for the
remaining pericd of the term by a majority vote of the
remalning board members. In determining votlng rights, each
member guaranty association shail be entitied %o one vote in
person or by proxy.

2. The init:ial board of directors of the facility shall be
established by the Iowa life and health insurance guaranty
association and shall consist of not less than five nor more
than nine members. The initial board of directors shall adopt
a plan of operation for the facility as provided in section
508D.7.

3. Members of the board of directors are entitled to

reasorable compensation for expenses incurred in attending

meetings of the board or whilie on business conducted on benhalf

of the facility. Members of the board may aiso pe compensated
by the facility for their services provided as members of the
board as provided ir the plan ©of operation,

Sec. 6. NEW SECTION. 508D2.6 POWERS AND DUTIES OF THE
TACILITY.

1. The facility shail perform those duties cf the menper
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quaranty associations which are delegated to the facility as .
permitted under the enabling legislation of each memberx
guaranty assoclation and which are consistent with the plan of
operation.
2. Except as otherwise provided in this chapkter, the
facility is granted specific authority to exercise the powers
of a domestic life or health insurer.
3. The facility is not authorized to solicit, advertise,
market, sell, underwrite, issue, insure, administer, or

reinsure new insurance business or insurance business of
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insurance companies which are not impaired or insolvent

>

according to the laws of their state of domicile.

4. The board of directors of the facility may enter
agreements with any interstate compact organization
established for the purpose of administerirg impaired or
Insolvent insurance companies in this or any other state.

5. An activity involving the authority of the facility
derived from chapter S07C or other law related to insurer

supervision, rehabilitation, and liquidation shall be

12
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performed in compliance with the requirements of such law.
6. The facility established under this chapter is not
subject to any insurance licensing requirements and an

employee of the facility is not subject to any insurance
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iicensing requirements for activities performed within the

emp.oyee's scope of duties. All regulatory oversight of the
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facility shall be conducted by the oversight organization.
Sec. 7. NEW SECTION. 508D.7 PLAN OF OPERATION,
. The facility shall submit to the oversignt organization
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a pian Of operaticn and any amendments to the plan of
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cperation necessary or suitable to assure the fair,

(9]
—

reascnable, and eguitable administration of the faciii
dusiness. The plan of operatior and any amendmen*s to :the
vian are effective upon the oversight organization's written
approval.

2. The plan of operatioa, in additior to other




requirements established in this chapter, shall estabiish alil
of the following:

a. Procedures for administering the assets under the
control of the facility.

b. Regular places and times for meetings of the pboard of
directors.

c. Procecures for records to be kept of all financial
transactions engaged in by the faciiity, the agents of the
facility, and the board of directors.

d. Procedures for selecting the board of directors arnd
submitting the selections to the oversigh:t organization.

e. Procecures for permitting life and nealth insurance
guaranty asscciations to become members of the facility.

£. Procedures for the assumption of the insurance business
or the assignment of the insurance business 7o the facility by
member guaranty assocliations.

g. Procedures for determining and making assessments
against memper guaranty associations by the board of
directors.

h. Additional provisions nrecessary and proper for the
execution of the powers and duties of the facility.

i. A description of staffing requirements and
qualifications for positions within the facility.

3. The plan of operation may provide tha% any powers and
duties of the facility, except the power to borrow money and

the power to maxe assessments, may pe delegated to a

corporation, association, or other organization or 1ndividual

which performs or will perform thcse functions. Such
corporation, association, or other organization or individual
shall be reimbursed for any payments made cn pehalf of the
facility and shall be compensatec for the performance of any
permissible function, as directed by nhe facility. A
delegation of any power or duty pursuant D ThlsS subsection
taxes effect on.y witn the approva. of the bcard of directors.
Sec. 8. NEW SECTION. 508D.8 COSTS AND ASSISSMINTS.
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1. Costs of administration shall be recorded separately
for each impaired or insolvent company and those costs shall
be reimbursed from the assets of such company.

2. The board of directors of the faclility shall assess the
member guaranty assoclations at the time and for the amounts
the board finds necessary to reimburse the facility for any
additional costs not reimbursed from assets managecd by thne
facility. Assessments made pursueant to this subsection shall
be allocated among member guaranty associations pursuant to a
formula adopted by the board and consistent with eacn
individual guaranty association's liability for the facility's
insurance business which is the subject of the assessment. An
assessment is due not less than ninety days after prior
Wwritten notice has been sent to the member guaranty
assoclation and accrues interest at ten percent per annum
commencing on the due date.

3. The total of all assessments upon a member guaranty
association shall not exceed in any one caiendar year the
limit set by the enabling legisiation of the member guaranty
assocliation's state of domicile for assessments against
insurance companies. If a maximum assessment in any one year
does not provide an amount sufficient to carry out the
responsibilities of the facility, the necessary additional
funds shall be assessed in succeeding years as soon as
permitted by this chapter and by the enapbling legislation of
the member guaranty association's state of domicile.

4. Notwithstanding subsection 3, the Iowa life and health
insurance guaranty association shall levy additional
assessments not to exceed one hundred dollars per company per
year :f necessary to fund organizational expenses of the
faciiity.

sec. 9. NEW SZCTION. 508D.3 MISCELLANECUS PROVISIONS.

L. Records shall pbe <ept of all negotiations and meectings
in wnich the facility or the facilizy's representatives are

invoived to discuss the activities of the facility in carryia
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out the powers and duties set out under section 508D.&.
Records of negotiations or meetings shall be made public
pursuant to chapter 22 only upon the termination of a
iiquidation, rehabilitation, or conservation proceeding
involving the impaired or insolvent insurance ccmpany whose
business was assumed by or assigred to the facility, upcn the
terminat:i:on of the impa:i:rment or insolvency of the insurance
company, or upon the order of a court of competent
jurisdiction. This subsection does not 1imit the duty of the
association to render a repor: of its activities under
subsection 2.

2. The faclility 1s subiect to examinration and regulation
by the oversight organization. The board of directors shall
submit to the oversicht organization by June 1 of each year a
financial report for the prececding calendar year and a repor:
of i1ts activities during the preceding calendar year. The
financial report shall be in a form apprcved by the oversight
organlzation.

3. The facility is exempt from payment of all fees and
taxes levied by this state or any of its supdivisions on
insurance comparies, except taxes levied on the reai property
of the facility.

4. A member quaranty assoc:iation and its agents and
employees, the facility and 1ts agents and employees, members
of the board of direc-ors, and the oversight organization and
.ts representatives are not liable for any acts or omissions
whlie actling within the scope of their employment and in the
performance of their powers and duties under this crapter,
except for acts or omissions not In good faith which Involve
intentional misconduc:t or which involve a «xnowing violation of
law.

EXPLANATION

This Diil creates new chaphier 508D.: and authorizes tre

fcrmation of a legal entity by ore or more2 state _ife and

ith irsurance guaranty assosclations for administering and
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disposing of the business of impaired or insclvent insurance

companies.

Section 508D.1 establishes the title of the chapter.

Section 508D.2 sets forth the purpose of the chapter which
is to create the entity.

Section 508D.3 provides the definitions of terms usec 1in
the chapter.

Section 508D.4 establishes the multi-state life and health
insurance resolution facility. The facility Is a legal entity
domiciled in fowa established to effect the purpose set forth
1n section 508D.2.

Section 508D.5 establishes the board of directors of the
facility. The members of the board are to be representatives
or employees of the member guaranty associations, and selected
by the associations subject to the approval of the oversight
organization. The oversight organization is defined as the

iowa insurance commissioner and one cr more additionai state

insurance commissioners. An initlal board is to consist of
five to nine members as established by the Iowa life and
health lnsurance guaranty assocliation, which 1s to establish
the plan of operation.

Section S508D.6 establishes the powers and duties of the
facility. The facility is to have the powers and duties which
the member guaranty assccliations assign to it, pursuant to the
enabling legislation in each state. The facility is not

authorized to solicit, advertise, marxet, seli, underwrite,

issue, insure, administer, or rejinsure new insurance buysiness,

or the business of insurance companles which are not impaired
or insolvent.

Section 508D.7 provides that the facility is to su
plan of operation to the oversight organization for
The plan of operation is Lo establish all procedures
operation of the faciliity.

Section 508D.8 provides for the assessment of member

guaranty asscciations for funds necessary te carry cutb



operations of the facility.
Section 508D.3 provides for the keeplng and disclosure of

o

the records of the facility. The section alsco provides that

La)

the facility is subject to examination and regulation by c<he

L

oversight organization.
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A BILL FOR

An Act relating to and authorizing the establishment of a legal
entity for the administration of the insurance business of
impaired or insclvent insurers by one or more state life and
health insurance guaranty associations and providing for

1
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4
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BE IT ENACTED BY TEE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1, NEW SECTION. 508D.1 TITLE,

This chapter shall be cited as the "Multi-state Life and
Health Insurance Resolution Facility Act".

Sec. 2. NEW SECTION. 508D.2 PURPOSE.

The purpose of this chapter is to authorize the formation
of an entity by one or more state life and health insurance
guaranty associations for the purpose of administering and
disposing of the business of impaired or insolvent insurance
companies assumed by or assigned to the entity by its member
guaranty associations, or by impaired or insolvent insurers
through the impaired or insolvent insurer's duly appointed
receiver, ligquidator, or rehabilitator, and to establish the
conditions under which such an entity shall do business.

Sec. 3. NEW SECTION. 508D.3 DEFINITIONS.

As used in this chapter, unless the context otherwise

reguires:

1. “"Facility" means the multi-state life and health
insurance resolution facility created pursuant to section .
508D.4 as a legal entity domiciled in Iowa with its principal
place of business and other business offices either within or
without the state of Iowa as the board of directors may
designate or as the business of the entity may reguire and
established for the purpose set out in section 508D.2.

2. "Member guaranty association" means the Iowa life and
health insturance guaranty association created pursuant to
chapter 508C or any other state life and health insurance
guaranty association which is or becomes a member of the
facility pursuant to the plan of operation,

3. "Oversight organization" means the Iowa commissioner of
insurance and the state insurance commissioner, or other state
official charged with the responsibility of regqulating the
insurance industry in the same or similar manner as the Iowa
commissioner of insurance, from the state of domicile of each

Sec., 4. NEW SECTION. ©508D.4 FACILITY ESTABLISHED.

member guaranty association. I

-1-



The facility may be created by one or more life and health
insurance guaranty associations for the purpose set out in
section 508D.2. The name of the facility shall be the multi-
state life and health insurance resolution facility. A life
and health insurance guaranty association or other entity as
approved by the board may elect to become a member of the
association. The facility shall perform its functions under a
plan of operation established and approved under section
508D.7 and shall exercise its powers through a board of
directors established under section 508D.5. Only one facility
shall be established pursuant to this chapter.

Sec. 5. NEW SECTION. 508D.5 BOARD OF DIRECTORS.

1. The members of the board of directors shall be selected
by the member guaranty associations. The number of members of
the board and their terms shall be established in the plan of
operation. Vacancies on the board shall be filled for the

remaining period of the term by a majority vote of the
remaining boaré members. In determining voting rights, each

member guaranty association shall be entitled to one vote in

person or by proxy.

2. The initial board of directors of the facility shall be
established by the Iowa life and health insurance guaranty
assoclation and shall consist of not less than five nor more
than nine members. The initial board of directors shall adopt
a plan of operation for the facility as provided in section
508D.7.

3. Members of the board of directors are entitled to
reasonable compensation for expenses incurred in attending
meetings of the board or while on business conducted on behalf
of the facility. Members of the board may also be compensated
by the facility for their services provided as members of the
board as provided in the plan of operation.

Sec. 6. NEW SECTION. 508D.6 POWERS AND DUTIES OF THE
FACILITY.

1. The facility shall perform those duties of the member

-2~
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guaranty associations which are delegated to the facility as
permitted under the enabling legislation of each member
guaranty association and which are consistent with the plan of
operation,

2. Except as otherwise provided in this chapter, the
facility is granted specific authority to exercise the powers
of a domestic life or health insurer.

3. The facility is not authorized to solicit, advertise,
market, sell, underwrite, issue, insure, administer, or
reinsure new insurance business or insurance business of
insurance companies which are not impaired or insolvent
according to the laws of their state of domicile.

4. The board of directors of the facility may enter into
agreements with any interstate compact organization
estabiished for the purpose of administering impaired or
insolvenrt insurance companies in this or any other state.

5. An activity involving the authority of the facility
derived from chapter 507C or other law related to insurer
supervision, rehabilitation, and ligquidation shall be
performed in compliance with the requirements of such law.

6. The facility established under this chapter is not
subject to any insurance licensing requirements and an
employee of the facility is not subject to any insurance
licensing requirements for activities performed within the
employee's scope of duties. All regulatory oversight of the
facility shall be conducted by the oversight organization.

Sec. 7. NEW SECTION. 508D.7 PLAN OF OPERATION.

i. The facility shall submit to the oversight organization

a plan of operation and any amendments to the plan of
operation necessary or suitable to assure the fair,
reasonable, and equitable administration of the facility's
business. The plan of operation and any amendments to the
plan are effective upon the oversight organization's written
approval.

2. The plan of operation, in addition to other

-3-
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reguirements established in this chapter, shall establish all
of the following:

a. Procedures for administering the assets under the
control of the facility.

b. Regular places and times for meetings of the board of
directors.

¢. Procedures for records to be kept of all financial
transactions engaged in by the facility, the agents of the
facility, and the board of directors.

d. Procedures for selecting the board of directors and
submitting the selections to the oversight organization.

e. Procedures for permitting life and health insurance
guaranty associations to become members of the facility.

f. Procedures for the assumption of the insurance business

or the assignment of the insurance business to the facility by

member guaranty associations.

g. Procedures for determining and making assessments
against member guaranty associations by the board of
édirectors,

h. BAdditional provisions necessary and proper for the
execution of the powers and duties of the facility.

i. A description of staffing requirements and
gualifications for positions within the facility.

3. The plan of operation may provide that any powers and
duties of the facility, except the power to borrow money and
the power to make assessments, may be delegated to a
corporation, association, or other organization or individual
which performs or will perform those functions. Such
corporation, association, or other organization or individual
shall be reimbursed for any payments made on behalf of the
facility and shall be compensated for the performance of any
permissible function, as directed by the facility., A
delegation of any power or duty pursuant to this subsection
takes effect only with the approval of the board of directors.

Sec. 8. NEW SECTION. ©508D.8 COSTS AND ASSESSMENTS,

_4_




O W L~ B W N

1. Costs of administration shall be recorded separately
for each impaired or insolvent company and those costs shall
be reimbursed from the assets of such company.

2. The board of directors of the facility shall assess the
member guaranty associations at the time and for the amounts
the board finds necessary to reimburse the facility for any
additional costs not reimbursed from assets managed by the
facility. Assessments made pursuant’to this subsection shall
be allocated among member guaranty associations pursuant to a
formula adopted by the board and consistent with each
individual guaranty association's liability for the facility's
insurance business which is the subject of the assessment. An
assessment is due not less than ninety days after prior
written notice has been sent to the member guaranty
association and accrues interest at ten percent per annum
commencing on the due date.

3. The total of all assessments upon a member guaranty
association shall not exceed in any one calendar year the
limit set by the enabling legislation of the member guaranty
assoclation's state of domicile for assessments against
insurance companies. If a maximum assessment in any one year
does not provide an amount sufficient to carry out the
responsibilities of the facility, the necessary additional
funds shall be assessed in succeeding years as soon as
permitted by this chapter and by the enabling legislation of
the member guaranty association's state of domicile.

4. Notwithstanding subsection 3, the Iowa life and health
insurance guaranty association shall levy additional
assessments not to exceed one hundred dollars per company per
year if necessary to fund organizational expenses of the
facility.

Sec. 9. NEW SECTION. 508D.9 MISCELLANEQUS PROVISIONS.

1. Records shall be kept of all negotiations and meetings
in which the facility or the facility's representatives are
involved to discuss the activities of the facility in carrying

_5_
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out the powers and duties set out under section 508D.6.
Records of negotiations or meetings shall be made public

pursuant to chapter 22 only upon the termination of a

liquidation, rehabilitation, or conservation proceeding
involving the impaired or insolvent insurance company whose
business was assumed by or assigned to the facility, upon the
termination of the impairment or insclvency of the insurance
company, or upon the order of a court of competent
jurisdiction. This subsection does not limit the duty of the
association to render a report of its activities under
subsection 2.

2. The facility is subject to examination and regulation
by the oversight organization. The board of directors shall
submit to the oversight organization by June 1 of each year a
financial report for the preceding calendar year and a report
of its activities during the preceding calendar year. The
financial report shall be in a form approved by the oversight
organization.

3. The facility is exempt from payment of all fees and
taxes levied by this state or any of its subdivisions on
insurance companies, except taxes levied on the real property
of the facility.

4, A member guaranty association and its agents and
employees, the facility and its agents and employees, members
of the board of directors, and the oversight organization and
its representatives are not liable for any acts or omissions
while acting within the scope of their employment and in the
performance of their powers and duties under this chapter,
except for acts or omissions not in good faith which involve
intentional misconduct or which involve a knowing violation of
law.

EXPLANATION

This bill creates new chapter 508D.1 and authorizes the
formation of a legal ertity by one or more state life and
health insurance guaranty associations for administering and

—6_
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disposing of the business of impaired or insolvent insurance
companies.

Section 508D.1 establishes the title of the chapter.

Section 508D.2 sets forth the purpose of the chapter which
1s to create the entity. ‘

Section 508D.3 provides the definitions of terms used in
the chapter.

Section 508D.4 establishes the multi-state life and health
insurance resolution facility. The facility is a legal entity
domiciled in Iowa established to effect the purpose set forth
in section 508D.2.

Section S08D.5 establishes the board of directors of the
facility. The members of the board are to be representatives
or empioyees of the member guaranty associations, and selected
by the associations subject to the approval of the oversight
organization. The oversight organization is defined as the
Iowa insurance commissioner and one or more additional state .
insurance commissioners. An initial board is to consist of '
five to nine members as established by the Iowa life and
health insurance guaranty association, which is to establish
the plan of operation.

Section 508D.6 establishes the powers and duties of the
facility. The facility is to have the powers and duties which
the member guaranty associations assign to it, pursuant to the
enabling legislation in each state. The facility is not
authorized to solicit, advertise, market, sell, underwrite,
issue, insure, administer, or reinsure new insurance business,
or the business of insurance companies which are not impaired
or insolvent.

Section 508D.7 provides that the facility is to submit a
plan of operation to the oversight organization for approval.

The plan of operation is to establish all procedures for the
operation of the facility.

Section 508D.8 provides for the assessment of member
guaranty assocliations for funds necessary to carry out the .

-7-



1
2
3
4
5
6
7
8
9

W W W w w W g RN RN N R R e e e e
Vo W O W N s W O W0 s U s W N D

operations of the facility.

Section 508D.9 provides for the keeping and disclosure of
the records of the facility. The section also provides that
the facility is subject to examination and regulation by the
oversight organization.

BACKGROUND STATEMENT
SUBMITTED BY THE AGENCY

This bill would authorize the creation of a legal entity
which would administer the business of impaired or insolvent
insurance companies assigned to it by its member guaranty
associations. Each state in the United States has established
a life and health insurance guaranty association for the
purpose of administering the business of impaired or insolvent
insurance companies of that state. It is the duty of each
state's guaranty association to make sure that the rights of
the policyholders who are residents of the guaranty
association's state of domicile are protected and that their
claims are paid and funds reimbursed to the extent provided by
law. Recent large insolvencies have demonstrated the ecconomic
benefit of centralized administration for asset management and
claims handling. This improves the speed and consistency of
information provided to policyholders. Most state guaranty
associations are authorized to join together to enhance and
improve their ability to handle insolvencies and this
legislation will provide them with a framework to use this
existing power to create a single facility which can assume or
accept assignment of all assets and liabilities deemed
appropriate by member guaranty associations. This entity is
solely an administrator of business of impaired or insolwvent
insurance companies. It will have no ability to conduct the
business of insurance in general. 1t will not compete with
private insurance companies in any way and will serve only to
increase the speed and efficiency of handling impaired or
insolvent insurance companies.

LSB 3249DP 75
-8- mj/jw/5.1




SENATE FILE 2276

AN ACT
RELATING TO AND AUTHORIZING THL ESTABLISHMENT OF A LEGAL ENTITY
FOR THC ADMINISTRATION OF TEE INSURANCE BUSINESS OF IMPAIRED
OR INSOLVENT INSURERS 3Y ONL OR MORE STATE LIFE AND HEALTH
INSURANCE GUARANTY ASSOCIATIONS AND PROVIDING FOR ASSESS-
MENTS .

1T ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF I0WA:

Section 1. NEH_SECTION, 508D.1 TITLE.

This chaptet shall be cited as the "Multi-state Life and
Health Insurance Resolution Facility Act”.

Sec. 2. MEW SECTION. 5080.2 PURPOSE.

The purpose of this chapter is to authorize the formation
of am entity by one or more state life and health insurance
guaranty associations for the purpose ¢f administering and
disposing of the business of Impaired or insolvemt insurance
companies assured by or assigned to the entity by its member
guaranty assoclations, or by impaired or inscolvent insurers
through the impaired or insclvent insurec's duly appointed
receiver, liquidator, or rehabilitator, and to establish the
conditiens undet which such an entity shall do business.

Sec. 3. MNEW SECTION. 508D.3 DEFINITIONS,

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

1. “Pacility" means the multi-state life and health
insurance resclution facility created pursuant to section
S08D.4 as a legal entity domiciled in lowa with its principal
place of business and other business offices either within or
without the state of [owa as the board of directors may

designate or as the business of the entity may require and

established for the purpose set oul in section 5080.2.
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2. "Member guaranty assoclation” means the Iowa life and
health insurance quaranty association created pursuant te
chapter S08C or any other state life and health insurance
quaranty association which is or becomes a member of the
facility pursuant to the plan of operation.

3, “Ovecrsight ocganization" means the Iowa commissioner of
insurance and the state insurance commissioner, or other state
official charged with the resaponsibility of regulating the
insurance industty in the same oc¢ similar manner as the Iowa
commissioner of insurance, from the state of domicile of each
member guacanty asscciation.

Sec. 4. HEW SECTION. 5080.4 FACILITY ESTABLISHED.

The facility may be created by one or more life and health
insurance quaranty associations (or the purpose set out in
section S080.2. The name of the facility shall be the multi-
state 1ife and health insurance resolution facility. A life
and health insuwrance guaranty association or other entity as
approved by the board may elect to become a member of the
association. The Facility shall perform its functions under a
plan of operation established and approved under section
50680.7 and shall exetcise its powers through a boacd of
directors established under section 508D.5. Only one facility
shall be established pursuant to this chapter.

Sec. 5. NEW SECTION. 5080.5% BOARD OF DIRECTORS.

1. The members of the board of directors shall be selected
by the member guaranty associations. The pumber of members of
the board and their tecrms shall be established in the plan of
operation. Vacancies on the board shall be filled for the
remaining period of the term by a majority vote of the
remaining board membets, In determining voting vights. each
member guaranty association shall be entitled to one vote in
person or by proxy.

2. The initial board of directors of the €acility shall be
established by the lowa Yife and health insurance guacanty
association and shall consist of not less than five nor roce
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than nine members. The initial board of directors shall adopt
a plan of operation for the facility as provided in section
S080.7.

3. Members of the board of directors are entitled to
reasonable compensation for expenses incurred in attending
meetings of the board or while on business conducted on behalt
of the facility, Members of the board may alsc be compensated
by the Eacllity for theit services ptovided as members of the
board as provided in the plan of operation.

Sec. 6. NEW SECTION. $08D.6 POWERS AND DUTIES OF THE
FACEILITY.

1. The facility shall perform those duties of the member
guaranty associations which are delegated to the Eacility as
permitted under the enabling legislation of each member
guaranty assochiation and which are consistent with the plan of
opetation,

2. Except as otherwise provided in this chapter, the
facility is granted specific authority to exetcise the powers
of a domestic life or health insurer.

J. The facility is not authorized to seclicit, advectise,
market, sell, underwrite, issve, insure, administer, or
reinsure new insurance business or insurance business of
ingurance companies which are not impaired or insclvent
according to the laws of their state of domicile.

4, The board of directorts of the facility may enter into
agreements with any interstate compact organization
established for the purpose of administering impaired or
insolvent insurance companies in this or amy other state,

5. An activity involving the authority of the facility
derived from chapter S507C or other law related to Iinsurer
gupervision, rehabilitation, and liquidation shall be
pecformed in compliance with the requitements of such law.

6. The facility established under this chapter is not
subject to any insurance licensing requicrements and an
ermployee of the facility is not subject to any insurance

Senate File 2276, p. ¢

licensing requirements for activities performed within the
employee's scope of duties. All regulatory oversight of tne
facility shall be conducted by the oversight organization.

Sec, 7. NEW SECTION, 5080D.7 PLAN OF OPERATIGH.

1. The facility shall submit to the oversignt organization
4 plan of operation and any amendments to the plan of
operation necessary or suitable to assure the fair,
reasonable, and equitable administration of the facility's
business. The plan of cperation and any amendments to the
plan are effective upon the oversight organization's written
approval. ‘

2. The plan of coperation, in addition to other
requirements established in this chapter., shall establish all
of the following:

a. Procedures for administering the assets undecr the
control of the facility.

b. Regqular places and times for meetings of the board of
directors,

¢. Procedures for records to be kept of all financial
transactions engaged in by the facility, the agents of the
facility, and the bcard of directots.

¢. Procedures for selecting the board of directors and
submitting the selections to the oversight organization,

e. Procedures for permitting life and health insutance
guaranty associations to become members of the facility.

£. Procedures for the assumption of the insurance business
or the assignment of the insurance busimess to the facility by
member guaranty asscciatlons.

g. Procedures for determining and making assessments
against member guaranty asgociations by the board of
directors.

h. Additional provisions necessary and proper for the
execution of the powers and duties of the facility,

1, A description of staff:ng requirements and
qualifications for positions within the facility.
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3. The plan of operation may provide that any powers and
duties of the Facility, except the power O bOrrow noney and
the power to make assessments, may be delegated to a
corporation, assouciation, or other organization or individual
which performs or will pecforn those functions. Such
corporation, association, ot other organization or individual
shall be reimbursed for any payments made on benalf of the
facility and shall be compensated for the pecformance of any
permissible fumction, as directed by the facality. A
delegation of any powet or duty pursuant to this subsection
takes effect only with the approval of the board of directots.

Sec. §. 5080.8 COSTS AL) ASSESSMENTS.

1. Costs of administration shall be crecorded separately
for each impaiced or insolvent company and those costs shall
be reimbursed from the assets of such company.

2. The board of directors of the facility shall assess the
member guaranty associations at the time and for the amcunts
the board Einds necessary to reimburse the facility for any
additional costs not reimbursed from assets wanaged by the
facility. Assessments made pursuant to this subsection shall
be allocated among membur guaranty associations putsusnt to a
formula adopted by the board and consistent with each
individual guaranty assoclation's liability for the facility's
insurance business which is the subject of the assessment. An
assessment is due not less than ninety days after prior
written notice has heen sent to the member guatanty
association and accrues interest at ten percent per aanum
commencing on the due date.

3. The total of all assessments vpon a member guaranty
association shall not exceed in any one calendar year the

limit set by the enabling legislation of the member guaranty

association's state of domicile for assessments against
insurance companies. If & Maximum AsseSSMENt LA any one year
does not provide an anount sufficient te carty out the
tesponsibilities of the facility, the necessary additional
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funds shall be assessed in succeeding years as 50Cn as
permitted by this chapter and by the enabling legislation of
the member guaramty association's state of domicile.

4. Hotwithstanding subsection 3, the lowa life and health
insurance guaranty asscciation shall levy additional
assessments not to exceed one bundrced dollars per company per
year if necessary to fund organizational expenses of the
Eacility.

Sec. 9. MNEW SECTION. 508D.9 MISCELLANEOUS PROVISIONS.

1. Records shall be kept of all negotiations and meetings
in which the facility or the facility's representatives are
involved to discuss the activities of the facility im carrying
cut the powers and duties set out under section S08D.6.
Records of negotlations or meetings shall be madn public
pucrsuant to chapter 22 only upon the termination of a
liquidation, rehabilitation, or consecvation proceeding
involving the impaired or insolvent insurance company whose
business was assumed by or assigned to the facility, upen the
termination of the impairment or insolwvency of the insurance
company, or upon the order of a court of competent
jurisdiction. This subsection does not limit the duty of the
association to tender a report of its activities under
subsection 2.

2. The facility is subject to examination and regulation
by the oversight organization. The board of ditectors shall
submit to the oversight organization by June 1 of each year a
financia) report Eor the preceding calendar year and a report
of its activities duting the preceding calendar year. The
Einancial report shall be in a fccm approved by the ovetrsight
organization,

1. The facility is exempt from payment of all fees and
taxes leviecd by this state or any of its subdivisions on
insurance companics, except taxes levied on the real propecty
of tne facility.
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4. A member guaranty association and its agents and
employees, the facility and its agents and employees, members
of the board of directors, and the oversight organization and
its representatives are not liable for any acts or omissions
while acting within the scope of their employment and in the
performance of their powers and duties under this chapter,
except for acts or omissions not in good faith which involve
intentional misconduct or which involve a knowing violation of

law.
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