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1 Section l. NEW SECTION. 508D.l TITLE. 

2 This chapter shall be cited as the "Multi-state Life and 

3 Health Insurance Resolution Faciiity Act". 

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

S The purpose of this chapter is to authorize the formation 

6 of an entity by one or more state life and health insurance 

7 guaranty associations for the purpose of administering and 

8 disposing of the business of impaired or insolvent insurance 

9 companies assumed by or assigned to the entity by its member 

lO guaranty associations, ·or by impaired or insolvent insurers 

ll through the impaired or insolvent insurer's duly appointed 

12 receiver, liquidator, or rehabilitator, and to establish the 

13 conditions under which such an entity shall do business. 

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

15 As used in this chapter, unless the context otherwise 

16 requires: 

17 l. "Facility" means the multi-state life and health 

18 insurance resolution facility created pursuant to section 

19 508D.4 as a legal entity domiciled in Iowa with its principal 

20 place of business and other business offices either within or 

21 without the state of Iowa as the board of directors may 

22 designate or as the business of the entity may require and 

23 established for the purpose set out in section 508D.2. 

24 2. ''Member guaranty association" means the Iowa life and 

25 health insurance guaranty association created pursuant to 

26 chapter 508C or any other state life and health insurance 

27 guaranty association which is or becomes a member of the 

28 facility pursuant to the plan of operation. 

29 3. "Oversight orga:1ization" means the Iowa commissioner of 

30 insurance and the sta~e insurance commissioner, or other state 

31 official charged with the responsibility of regulating the 

32 i~surance industry in the same or similar manner as the :owa 

JJ co~~issioner of insurance, from the state of domicile o: each 

34 me1ober guaran:y association. 

J'i Sec. 4. NEW SECT:O~. 5080.4 FACILI~Y ESTABLISHED. 
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~he fucility may be created by one or more life and health 

2 insurance guaran:y associations for the p~rpose se: out in 

3 section 508D.2. The name of :he facility shall be the ~ulti-

4 state life and heal~h insurance resolution faci~ity. A life 

5 and health insurance guaranty association or other enti:y as 

6 approved by the board may e:ec~ to become a member of :he 

7 association. The facility shall per~orm its functions under a 

8 plan of operation established and approved under section 

9 S08D.7 and shall exercise its powers through a board of 

10 directors estab:ished under section 508D.5. or.:y or.e fac1:i:y 

ll sha:l be es:ab:ished pursuant to :his chapter. 

12 

l3 

14 

15 

16 

17 

18 

Sec. 5. NEW SECT~ON. 508D.5 30ARJ OF DIRECTORS. 

1. The me~bers of the board of directors shall be selected 

by the member guaranty associatio'-S· The nu~ber oE members of 

the board and their :er~s shall be established in the plan of 

operation. Vaca:1cies on the board shall be c." d -ll..:..e for the 

remaining period of the term by a majority vote of :he 

rema1ning board members. In determining vot i r.g rights, each 

19 member 

20 person 

guaranty association sha:i be entit~ed co one vote in 

or by proxy. 

21 2. The init~al board of directors of the facili~y shal: be 

22 established by the Iowa life and health insurance guaranty 

23 association and shall consist of not less than five nor more 

24 than nine members. The init1al board of directors shall adopt 

25 a plan of operation for the facility as provided in section 

26 508D.7. 

27 3. Me~bers of the board of directors are enritled to 

28 reasonable compensation for expenses incurred in attending 

29 meetings of the board or whi:e on business conducted on behalf 

30 of the facility. Members of the board may a:so be compensated 

31 by the faci:ity for their services provided as me~bers of the 

32 board as provided ir. :he plan of operation. 

Jj Sec. 6. ~EW SECTION. 503~.6 POWERS AND ~U~IES Of ~~E 

34 :'AC::I'!''f. 

35 l. The facility s:-:.a..;..!. perform ~hose d~ties cf the men1oe~ 
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l guaranty associations which are delegated to the facility as 

2 permitted under the enabling legislation of each membe~ 

3 guaranty associa~ion and which are consis:ent with the plan of 

4 operation. 

5 2. Except as otherwise provided in this chapter, the 

6 facility is granted specific authority to exercise the powers 

7 of a domestic life or health insurer. 

8 3. The facility is not authorized to solicit, advertise, 

9 marke~, sell, underwrite, issue, insure, administer, or 

10 reinsure new insurance business or insurance business of 

ll insurance companies which are not impaired or insolvent 

12 according to the laws of their state of domicile. 

13 4. The board of directors of the facility may enter into 

14 agreements with any interstate compact organization 

15 estab~ished for the purpose of administering impaired or 

16 insolvent insurance companies in this or any other state. 

17 5. An activity involving the authority of the facility 

18 derived from chapter 507C or other law rela~ed to insurer 

19 supervision, rehabilttation, and liquidation shall be 

20 pe:formed in compliance with the requirements of such law. 

21 6. The facility established under this chapter is not 

22 subject to any insurance licensing requirements and an 

23 employee of the facility is not subject to any insurance 

24 :icensing requirements for activities perfor"'ed within the 

25 emp:oyee's scope of dut:es. All regulatory oversight of the 

26 facility shall be conducted by the oversight organization. 
27 Sec. 7. NEW SECTION. 5080.7 PLAN OF OPERATION. 

28 "· The faci:ity shall submit to the oversight organization 

29 a pla~ of operation and any amendments to the plan of 

10 operation necessa~y or suitab:e to ass~re the :a1r, 

31 reaso~ab:e, and eq~itable administration of the fac~lity's 

32 ous~~ess. T~e plan of operat:or. ar.d any ame~d~en:s to :he 

11 pla~ are effective upo~ the oversight orga~ization's writte~ 
34 appro·,;al. 

15 2. The plan of ope~atio:1, ir. addi~ior. to o:her 
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l req~irements established i~ this chapter, shall establish all 

2 of the following: 

3 a. Procedures for administering the assets under the 

4 control of the facility. 

5 b. Reg~lar places and times for meetings of the board of 

6 directors. 

7 c. Procedures for records to be kept of all E~nancial 

8 transactions engaged i~ by the faci:ity, the agents of the 

9 facility, and the board of directors. 

~0 d. Procedures for se~ecting the board of directors ar.d 

11 submitting the selections to the oversight organization. 

12 e. Procedures for permit~ing life a~d health insurance 

13 guaranty associations to become me~bers of the facility. 

14 f. ?rocedures for the assumption of the ins~rance business 

15 or the assignment of the insurance business :o the facility by 

16 member guaranty associations. 

17 g. Procedures for determining and ma~ing assessments 

18 against ~e~ber guaranty associations by the board of 

l9 directors. 

20 h. Additional provisions necessary and proper for the 

21 execution of the powers and duties of the factlity. 

22 1. A description of staffing requtrements and 

23 qualifications for positions within the facility. 

24 3. The plan of operation may provtde that any powers and 

25 duties of the faci:ity, except the power to borrow money and 

26 the power to ma~e assessments, may be delegated to a 

27 corporation, association, or other organization or individual 

28 which performs or will perform those functions. Such 

29 corporation, association, or other organization or individual 

30 shall be reimbursed for ar.y payments made en behalf of the 

Jl faci::ty and shall be co~pe~sa:ec fo~ the performa~ce of a~y 

32 per~~ss1b:e function, as directed by :he facility. A 

33 delegation of a~y power or duty pursuan: :o ~his subsectic~ 

34 ta~es effect on:y wi:n :~e approva: of t~e bca~d of d:rectots . 

. 3 5 Sec. 8. NEW SECTION. 5080.8 COS~S AND ASSESSME~~S. 
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1 1. Costs of adninistration shall be recorded separately 

2 for each impaired or insolvent company and those costs shall 

J be reimbursed from the assets of such company. 

4 2. The board of directors of the facility shall assess the 

5 member guaranty 

6 the boa~d finds 

associations at the time and for the amounts 

necessary to reimburse the facicity 

7 additional costs not reimbursed from assets managed 

for any 

by the 

8 facility. Assessme11ts made pursuant to this subsection shall 

9 be allocated among member guaranty associations pursuant to a 

"0 formula adopted by the board and consistent with each 

11 individual guaranty association's liability for the facility's 

12 insurance business which is the subject of the assessme!lt. An 

l] assessment is due not less than ninety days after prior 

14 written notice has been sent to the member guaranty 

15 association and accrues interest at ten percent per annum 

c6 comme~cing on the due date. 

17 3. The total of all assessments upon a member guaranty 

18 association shall not exceed in any one calendar year the 

19 limit set by the enabling legislation of the member guaranty 

20 association's state of domicile for assessments against 

21 1nsurance companies. If a maximum assessment in any one year 

22 does not provide an amount sufficient to carry out the 

23 responsibilities of the facility, the necessary additional 

24 funds shall be assessed in succeeding years as soon as 

25 permitted by this chapter and by the enabling legislation of 

26 the member guaranty association's state of domicile. 

27 4. Notwithstanding subsection 3, the Iowa life and health 

28 1nsurance guaranty association shall levy additional 

29 assessments not to exceed one h~ndred dollars per company per 

30 year if necessary to fund organizational expenses o= the 
31 ~acility. 

32 Sec. 9. NEW SF.C~:ON. 508~.9 M!SCELLANEG~S PROVISIONS. 

·~3 l. Records shal: be ~ept of all negotiatio~s and mee:~ngs 

J4 1n wnich the facility or the facili:y's representatives are 

35 1nvoived to discuss the activities of the facility in ca~rying 
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l out the powe~s and duties set out under section 5080.6. 

2 Records of negotiations or ~eetings shall be ~ade pub:cc 

] pursuanc to chapter 22 only upo~ the ~ermination of a 

4 liquidation, rehabilitation, or conservation proceeding 

5 tnvolving the impaired or insolvent insurance company whose 

6 business was assumed by or assig:.ed ~o the facility, upon t~e 

7 terminatio~ of the impdirmen: or ~nsolvency of the ins~ra~ce 

8 company, or upon the orde~ of a court of competent 

9 jurisdiction. Thls subsectton does not limit the duty of the 

10 associa~ion to render a repor: of its act:vities u~der 

"• subsectton 2. 

12 2. The facility is sabject to exa~ination and ~egulatio~ 

13 by the oversight organization. The board of directors sha:l 

14 submit to the oversight organization by June ~ o: each year a 

15 financial report for the preceding calendar year and a report 

16 of its activities during t~e preceding calendar year. Tr.e 

17 financial report shall be in a form approved by the oversight 

18 organtzation. 

19 3. The facility is exe~pt ~rom pay~ent of all fees and 

20 taxes levied by this s:ate o~ any of its subdivisions on 

21 insurance companies, except taxes levied on the rea: property 

22 of the facility. 

23 4. A member guaranty associatcon and its agen:s and 

24 employees, the facili:y and its agents and employees, members 

25 of the board of direc:ors, and the oversight orgaatzatior. and 

26 :ts representatives are not liable for any ac:s or omcssions 

27 while acting within the scope of their employ~ent and 1n the 

28 performance of their powers and duties under this chapter, 

29 except for acts or omissions not ~n good fait~ which invo~ve 

30 intentional misconduct or which ~nvolve a ~nowing ?iolation of 

31 law. 

32 EXPLANATION 

33 This bil~ crea:es new chapter SOSD.: and authorizes the 

34 fcrmatio~ of a lega: en:ity by one cr ~ore s~ate :i~e a~d 

35 health i~s~ra~ce guara~:y associat~ons for aci~inis:ering and 
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1 disposing of the business of impaired or insolvent insurance 

2 companies. 

3 Section 508D.l establishes the title of the chapter. 

4 Section S08D.2 sets forth the purpose of the chapter which 

5 is to create the entity. 

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

7 the chapter. 

8 Section 5080.4 establishes the multi-state life and health 

9 insurance resolution facility. The facility ~s a legal entity 

10 domiciled in Iowa established to effect the purpose set forth 

ll 1n section 508D.2. 

12 Section 5080.5 establishes the board of directors of the 

13 facility. The members of the board are to be representatives 

14 or employees of the member guaranty associations, and se:ected 

15 by the associations subject to the approval of the oversight 

16 organ1zation. The oversight organization is defined as the 

17 Iowa insurance commissioner and one or more additional state 

18 insurance commiss~oners. An init1al board is to consist of 

19 five to nine members as established by the Iowa life and 

20 health insurance guaranty association, which is to establish 

7.1 the plan of operation. 

22 Section 5080.6 establishes the powers and duties of the 

23 facility. The facility is to have the powers and duties which 

24 the member guaranty associations assign to it, pursuant to the 

25 enabling legislation in each state. The facility is not 

26 authorized to solicit, advertise, mar~et, sell, underwrite, 

27 issue, insure, administer, or reinsure new insuraz1ce business, 

28 or the business of insurance companies which are not impaired 

29 or insolvent. 

JO Section 5080.7 provides that the facility is to submit a 

3~ pldn of operatio~ to :he oversight orga~ization for approval. 

J2 ~he plan of operatio~ is ~o estab:is~ all proced~~es for the 

13 c)peration of the faci:ity. 

]4 Sec=ion 5080.8 prov1des for the assessment of member 

J5 guara~ty associat~ons for funds necessa~y to carry out the 
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l operatio~s of the facility. 

2 Section 508~.9 provides Eor the keep1ng ar.d disclos~ce of 

3 the records of the facc~ity. The section a~so provides tha~ 

4 the facility is s~bject to exam,nat,on and regulation by the 

5 ove~sight organization. 
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1 Section 1. NEW SECTION. 5080.1 TITLE. 

2 This chapter shall be cited as the "Multi-state Life and 

3 Health Insurance Resolution Facility Act". 

4 Sec. 2. NEW SECTION. 5080.2 PURPOSE. 

5 The purpose of this chapter is to authorize the formation 

6 of an entity by one or more state life and health insurance 

7 guaranty associations for the purpose of administering and 

B disposing of the business of impaired or insolvent insurance 

9 companies assumed by or assigned to the entity by its member 

10 guaranty associations, or by impaired or insolvent insurers 

11 through the impaired or insolvent insurer's duly appointed 

12 receiver, liquidator, or rehabilitator, and to establish the 

13 conditions under which such an entity shall do business. 

14 Sec. 3. NEW SECTION. 5080.3 DEFINITIONS. 

15 As used in this chapter, unless the context otherwise 

16 requires: 

17 1. "Facility" means the multi-state life and health 

18 insurance resolution facility created pursuant to section 

19 5080.4 as a legal entity domiciled in Iowa with its principal 

20 place of business and other business offices either within or 

21 without the state of Iowa as the board of directors may 

22 designate or as the business of the entity may require and 

23 established for the purpose set out in section 5080.2. 

24 2. "Member guaranty association" means the Iowa life and 

25 health insurance guaranty association created pursuant to 

26 chapter 508C or any other state life and health insurance 

27 guaranty association which is or becomes a member of the 

28 facility pursuant to the plan of operation. 
29 3. "Oversight organization" means the Iowa conunissioner of 

30 insurance and the state insurance commissioner, or other state 

31 official charged with the responsibility of regulating the 

32 insurance industry in the same or similar manner as the Iowa 

33 commissioner of insurance, from the state of domicile of each 

34 member guaranty association. 

35 Sec. 4. NEW SECTION. 5080.4 FACILITY ESTABLISHED. 

-1-

e· 



S.F. ____ H.F. 

1 The facility may be created by one or more life and health 

2 insurance guaranty associations for the purpose set out in 

3 section 508D.2. The name of the facility shall be the multi-

4 state life and health insurance resolution facility. A life 

5 and health insurance guaranty association or other entity as 

6 approved by the board may elect to become a member of the 

7 association. The facility shall perform its functions under a 

8 plan of operation established and approved under section 

9 508D.7 and shall exercise its powers through a board of 

10 directors established under section 508D.5. Only one facility 

11 shall be established pursuant to this chapter. 

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

13 1. The members of the board of directors shall be selected 

14 by the member guaranty associations. The number of members of 

15 the board and their terms shall be established in the plan of 

16 operation. Vacancies on the board shall be filled for the 

17 remaining period of the term by a majority vote of the 

18 remaining board members. In determining voting rights, each 

19 member guaranty association shall be entitled to one vote in 

20 person or by proxy. 

21 2. The initial board of directors of the facility shall be 

22 established by the Iowa life and health insurance guaranty 

23 association and shall consist of not less than five nor more 

24 than nine members. The initial board of directors shall adopt 

25 a plan of operation for the facility as provided in section 

26 508D.7. 

27 3. Members of the board of directors are entitled to 

28 reasonable compensation for expenses incurred in attending 

29 meetings of the board or while on business conducted on behalf 

30 of the facility. Members of the board may also be compensated 

31 by the facility for their services provided as members of the 
32 board as provided in the plan of operation. 

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

34 FAC:LITY. 

35 l. The facility shall perform those duties of the member 
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1 guaranty associations which are delegated to the facility as 

2 permitted under the enabling legislation of each member 

3 guaranty association and which are consistent with the plan of 

4 operation. 

5 2. Except as otherwise provided in this chapter, the 

6 facility is granted specific authority to exercise the powers 

7 of a domestic life or health insurer. 

B 3. The facility is not authorized to solicit, advertise, 

9 market, sell, underwrite, issue, insure, administer, or 

10 reinsure new insurance business or insurance business of 

11 insurance companies which are not impaired or insolvent 

12 according to the laws of their state of domicile. 

13 4. The board of directors of the facility may enter into 

14 agreerr.ents with any interstate compact organization 

15 established for the purpose of administering impaired or 

16 insolvent insurance companies in this or any other state. 

17 5. An activity involving the authority of the facility 

18 derived from chapter 507C or other law related to insurer 

19 supervis:on, rehabilitation, and liquidation shall be 

20 performed in compliance with the requirements of such law. 

21 6. The facility established under this chapter is not 

22 subject to any insurance licensing requirements and an 

23 employee of the facility is not subject to any insurance 

24 licensing requirements for activities performed within the 

25 employee's scope of duties. All regulatory oversight of the 

26 facility shall be conducted by the oversight organization. 

27 Sec. 7. NEW SECTION. 5080.7 PLAN OF OPERATION. 

28 1. The facility shall submit to the oversight organization 

29 a plan of operation and any amendments to the plan of 

30 operation necessary or suitable to assure the fair, 
31 reasonable, and equitable administration of the facility's 

32 business. The plan of operation and any amendments to the 

33 plan are effective upon the oversight organization's written 

34 approval. 

35 2. The plan of operation, in addition to other 
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1 requirements established in this chapter, shall establish all 

2 of the following: 

3 a. Procedures for administering the assets under the 

4 control of the facility. 

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

6 directors. 

7 c. Procedures for records to be kept of all financial 

8 transactions engaged in by the facility, the agents of the 

9 facility, and the board of directors. 

10 d. Procedures for selecting the board of directors and 

11 submitting the selections to the oversight organization. 

12 e. Procedures for 

13 guaranty associations 

permitting life and health insurance 

to become members of the facility. 

14 f. Procedures for the assumption of the insurance business 

15 or the assignment of the insurance business to the facility by 

16 member guaranty associations. 

17 g. Procedures for determining and making assessments 

18 against member guaranty associations by the board of 

19 directors. 

20 h. Additional provlSlons necessary and proper for the 

21 execution of the powers and duties of the facility. 

22 i. A description of staffing requirements and 

23 qualifications for positions within the facility. 

24 3. The plan of operation may provide that any powers and 

25 duties of the facility, except the power to borrow money and 

26 the power to make assessments, may be delegated to a 

27 corporation, association, or other organization or individual 

28 which performs or will perform those functions. Such 

29 corporation, association, or other organization or individual 

30 shall be reimbursed for any payments made on behalf of the 

31 facility and shall be compensated for the performance of any 

32 permissible function, as directed by the facility. A 

33 delegation of any power or duty pursuant to this subsection 

34 takes effect only with the approval of the board of directors. 

35 Sec. 8. NEW SECTION. 5080.8 COSTS AND ASSESSMENTS. 
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1 1. Costs of administration shall be recorded separately 

2 for each impaired or insolvent company and those costs shall 

3 be reimbursed from the assets of such company. 

4 2. The board of directors of the facility shall assess the 

5 member guaranty associations at the time and for the amounts 

6 the board finds necessary to reimburse the facility for any 

7 additional costs not reimbursed from assets managed by the 

8 facility. Assessments made pursuant to this subsection shall 

9 be allocated among member guaranty associations pursuant to a 

10 formula adopted by the board and consistent with each 

ll individual guaranty association's liability for the facility's 

12 insurance business which is the subject of the assessment. An 

13 assessment is due not less than ninety days after prior 

14 written notice has been sent to the member guaranty 
15 association and accrues interest at ten percent per annum 

16 co~~encing on the due date. 

17 3. The total of all assessments upon a member guaranty 

18 association shall not exceed in any one calendar year the 

19 limit set by the enabling legislation of the member guaranty 

20 association's state of domicile for assessments against 

21 insurance companies. If a maximum assessment in any one year 

22 does not provide an amount sufficient to carry out the 

23 responsibilities of the facility, the necessary additional 

24 funds shall be assessed in succeeding years as soon as 

25 pe:mitted by this chapter and by the enabling legislation of 

26 the member guaranty association's state of domicile. 

27 4. Notwithstanding subsection 3, the Iowa life and health 

28 insurance guaranty association shall levy additional 

29 assessments not to exceed one hundred dollars per company per 

30 year if necessary to fund organizational expenses of the 

31 facility. 

32 Sec. 9. NEW SECTION. 5080.9 MISCELLANEOUS PROVISIONS. 

33 1. Records shall be kept of all negotiations and meetings 
34 in which the facility or the facility's representatives are 

35 involved to discuss the activities of the facility in carrying 
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1 out the powers and duties set out under section 508D.6. 

2 Records of negotiations or meetings shall be made public 

3 pursuant to chapter 22 only upon the termination of a 
4 liquidation, rehabilitation, or conservation proceeding 

5 involving the impaired or insolvent insurance company whose 

6 business was assumed by or assigned to the facility, upon the 

7 termination of the impairment or insolvency of the insurance 

8 company, or upon the order of a court of competent 
9 jurisdiction. This subsection does not limit the duty of the 

10 association to render a report of its activities under 
11 subsection 2. 
12 2. The facility is subject to examination and regulation 

13 by the oversight organization. The board of directors shall 

14 submit to the oversight organization by June 1 of each year a 

15 financial report for the preceding calendar year and a report 

16 of its activities during the preceding calendar year. The 

17 financial report shall be in a form approved by the oversight 

18 organization. 
19 3. The facility is exerr.pt from payment of all fees and 

20 taxes levied by this state or any of its subdivisions on 

21 insurance companies, except taxes levied on the real property 

22 of the facility. 

23 4. A member guaranty association and its agents and 

24 employees, the facility and its agents and employees, members 

25 of the board of directors, and the oversight organization and 
26 its representatives are not liable for any acts or omissions 
27 while acting within the scope of their employment and in the 
28 performance of their powers and duties under this chapter, 
29 except for acts or omissions not in good faith which involve 

30 intentional misconduct or which involve a knowing violation of 

31 law. 

32 EXPLANATION 

33 This bill creates new chapter 508D.l and authorizes the 

34 formation of a legal entity by one or more state life and 
35 health insurance guaranty associations for administering and 
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1 disposing of the business of impaired or insolvent insurance 

2 companies. 

3 Section 508D.l establishes the title of the chapter. 

4 Section 5080.2 sets forth the purpose of the chapter which 

5 is to create the entity. 

6 Section 5080.3 provides the definitions of terms used in 
7 the chapter. 

8 Section 5080.4 establishes the multi-state life and health 

9 insurance resolution facility. The facility is a legal entity 

10 domiciled in Iowa established to effect the purpose set forth 

11 in section 5080.2. 

12 Section 5080.5 establishes the board of directors of the 

13 facility. The members of the board are to be representatives 

14 or employees of the member guaranty associations, and selected 

15 by the associations subject to the approval of the oversight 

16 organization. The oversight organization is defined as the 

17 Iowa insurance commissioner and one or more additional state 

18 insurance commissioners. An initial board is to consist of 

19 five to nine members as established by the Iowa life and 

20 health insurance guaranty association, which is to establish 

21 the plan of operation. 

22 Section 5080.6 establishes the powers and duties of the 

23 facility. The facility is to have the powers and duties which 

24 the member guaranty associations assign to it, pursuant to the 
25 enabling legislation in each state. The facility is not 

26 authorized to solicit, advertise, market, sell, underwrite, 

27 issue, insure, administer, or reinsure new insurance business, 

28 or the business of insurance companies which are not impaired 

29 or insolvent. 

30 Section 5080.7 provides that the facility is to submit a 

31 plan of operation to the oversight organization for approval. 

32 The plan of operation is to establish all procedures for the 

33 operation of the facility. 

34 Section 5080.8 provides for the assessment of member 
35 guaranty associa~ions for funds necessary to carry out the 
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1 operations of the facility. 

2 Section 5080.9 provides for the keeping and disclosure of 

3 the records of the facility. The section also provides that 
4 the facility is subject to examination and regulation by the 
5 oversight organization. 

6 BACKGROUND STATEMENT 

7 SUBMITTED BY THE AGENCY 

8 This bill would authorize the creation of a legal entity 

9 which would administer the business of impaired or insolvent 
10 insurance companies assigned to it by its member guaranty 

ll associations. Each state in the United States has established 
12 a life and health insurance guaranty association for the 
13 purpose of administering the business of impaired or insolvent 

14 insurance companies of that state. It is the duty of each 

15 state's guaranty association to make sure that the rights of 

16 the policyholders who are residents of the guaranty 

17 association's state of domicile are protected and that their 

18 claims are paid and funds reimbursed to the extent provided by 

19 law. Recent large insolvencies have demonstrated the economic 

20 benefit of centralized administration for asset management and 
21 claims handling. This improves the speed and consistency of 
22 information provided to policyholders. Most state guaranty 

23 associations are authorized to join together to enhance and 

24 improve their ability to handle insolvencies and this 

25 legislation will provide them with a framework to use this 

26 existing power to create a single facility which can assume or 

27 accept assignment of all assets and liabilities deemed 
28 appropriate by member guaranty associations. This entity is 
29 solely an administrator of business of impaired or insolvent 
30 insurance companies. It will have no ability to conduct the 

31 business of insurance in general. It will not compete with 

32 private insurance companies in any way and will serve only to 

33 increase the speed and efficiency of handling impaired or 
34 insolvent insurance companies. 

35 
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SENA'l'£ fiLE 2276 

AN ACT 

Rf.I,ATING TO A~ll AUTHORIZING THl: ESTAfU,ISilMENT OF A LEGAL ENTITY 

FOR THE ADMINISTRA'TION Of TEE INSURANCE llUSHH:SS OF IKPAIR£0 

OR INSOLVE:NT IHSURf.RS BY ON!: OR MORE STATE Lif& AND HEALTH 

INSURANCE GUARANTY ASSOCIATIONS AND PROVIDING FOR ASSESS­

MENTS. 

BE IT ENACTED BY TH~: GENERAL ASSP.XBI,\' OP' THE STATE Of lOWA: 

Section l. ~!_.!L.?F.C-TION. 5080.1 TITLE. 

This chapter shall be c1ted as the "Multi-state Life and 

Health Insurance Resolution l'acility Act". 

Sec. 2. !.l.~I.:!._§:ECTION. 5080.2 PURPOSE. 

The purpose of this chapter is to authorize the formation 

of an entity by one or mote state life and health insurance 
guaranty associations for the purpose of administering and 

dlspoain9 of the business of impaired or insolvent insurance 

companies assur.ed by or assiqncd to the entity by its member 

quacanty associations, or by impaired or insolvent. insurers 

throuqh the impaired or insolvent insucec's duly appointed 

receiver, liquidator, or rehabilitator, and to establish the 

conditions undPr which such an entity shall do business. 

Sec. 3. Nt..'W_~P..c;:J_ION. 5080.3 DEFINITIONS. 

As used in this chaptl~r, unless the context otherwise 

cequi res: 

l. "P'acility" means the mult.i-state life and health 

insurance resolution facility created pursuant to section 

5080.4 as a legal entity domiciled in Iowa with its principal 

place of busin~ss and other businPSS offices either within or 

without the state of Iowa as the board of directors may 

desiqnate or as the business of the entity may requ1re and 

established for the purpose set out. in section 50B0.2. 

,., 
. 
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2. ''HembPr guaranty association" means the Iowa life and 

health insurance quaranty association created pursuant to 

chapter soec or any other state life and health insurance 

guaranty association which is or becomPs a member of the 

facility pursuant to the plan of operation. 

3. "Oversight ocqanizat ion" means the Iowa commissioner of 

insurance and the state insurance commissioner, or other state 

official charqed with the responsibility of regulatinq the 

insurance industry in the same or similar manner as tlll" Iowa 

cornmissioner o( insurance, front the state of domlci.le of eclCh 

~ember guaranty association. 

Sec. 4. ~~~-SE:CTIQ~. S08D.4 FACILIT'i ESTARLISi!E-;D. 

The facility rray be created by one or nore life and health 

insurance quaranty associ at Ions {or the purpose set out In 

section 5080.2. 'I'he nam~ of the facility shall beth~ cnulti­

state li(e and hPalth insurance resolution facility. A life 

and health insurance guaranty association or other entity as 

approved by the board ~ay elect to become a ~ember of the 

association. The facility shall perform its functions und~r a 

plan of operation established and approved undP.r section 

S06D. 7 and shall exercise its powers throuqh a baaed of 

directors established under section S060.5. Only one facility 

shall be established pursuant to this chapter. 

Sec. 5. ~f.W SECTION. S08D.S BOARD m• OlRE:C'I'ORS. 

1. The cnembPrs of the board of directors shall be sel~cted 

by the member qu.uanty associ at ions. The number of !!'.embers of 

the board and their terms shall be established in the plan of 

opPration. Vacancies on the board shall be filled foe the 

r~malning period of th~ term by a majority vote of the 

r~malning board memhera. In determininq voting rights, each 

member quaranty association shall bP entitled to one vote ln 

person or by proxy. 

2. The Initial board of directors of th~ facility shall be 

est.~blishcd by the Iowa life and health insurance guacanty 

assocldtlon and shall consist of not l~ss thcln five nor more 

en 
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than nine m~mbP.rs. The initial ho~rd of directors shall adopt 

a plan of operation for the facility as provided in section 

5080.7. 

3. Members of the board of directors are entitled to 
reason.able compensati.on for expP.nses incurred in attending 

meetin~s of the board or while on business conducted on behalf 
of the facility. M~mbers of the board may also be compensated 
by the f.acllily for their services ptovidP.d as mP.mbers of the 

board as provided in thP. plan of operation. 

Sec. 6. !_l~W SF.t;:'!'~0~· 5080.6 POWERS AND DUTIES OF THY. 

f"ACILIT'i. 

1. The facility shall pP.rfor~ those duties of th~ member 

~udranty associations which ar~ d~legat~d to the facility as 
permitted under the enabling leqislation of each member 
guaranty association and which are consistent with the plan of 

operation. 
2. Except as otherwis~ provided in this chapter, the 

facility is granted specific authority to ex~rcise the po ... ·ers 

of a domestic life or health insurer. 
3. The facility is not aut.horizP.d to solicit, adv~rtise, 

mari(et, sell, underwrite, issue, insure, administer, or 
reinsure ne~ insurdnc~ business or insttrance business of 
insurance companies which arc not impaired or insolvent 

according to the lavs of thP.ir state of domicile. 
4. The board of directots of the facility ~ay enter 1nto 

agreements with any lnt~rstat~ compact organization 

establish~d for the purpose of administering impaired or 
insolvent insurance companies in this or any oth~r state. 

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

supervision, rehabilitation, and liquid,ltion shall be 
perfor~ed in co~pliance with the requirem~nts of such law. 

6. The facility established undec this chapter is not 

subject to any insurance licf!nsinq reqoiremPnts and an 
enployee of the facility is not subject to any insurance 

Senate File 2276. p. 4 

licensing requirements for activities pcrforned within the 
employee's scope of duti~s. All regulatory ovPrsight of the 

facility shall be conducted by the oversiqht organization. 

Sec. 7. NE'~ .~E.C"fiO~. 5080.7 PLAN Of' OPERATION. 
l. The facility shall submit to the oversight organization 

a plan of operation and any amendments to the plan of 
operation necessary or suitabl~ to assure the fair, 

reasonable, and equitable administration of th~ facility's 
business. The plan of op~ration and any amendmentg to the 
plan are effective upon the oversight organitatlon"s ..,fltt.en 
approval. 

2. The plan of opP.ration, in addition to oth~r 

require~ents established in this chapter, shall establish all 
of the following: 

a. Procedures for administering the ass~ts under the 
control of the facility. 

b. Reqular places and timP.!'; for l'tleet.ings of thP. board of 
directors. 

c. Procedures for records to be kept of all financial 
transactions engaged in by thP. facility, thP. ag~nts of the 
facility, and the board of directors. 

d. Procedures for sel~cting the board of dircctor5 and 
submitting the selections to the ovP.rsiq)lt orqanization. 

e. ProcedurP.s for permitting life and health insurance 
guaranty associations to becomP. members of the facility. 

f. Procedures for the ~1ssumption of the insurance bust ness 
or the assignment of the insurance business to the facility by 
member guaranty associations. 

g. Procedures !or det.ermining and making assessments 
against member quaranty associations by the board of 
directors. 

h. Additionc1.l provision!'; nec(•s.sary and proper for the 
ex~cution of the powers and duties of th~ facility. 

l. A description of staff~ng require~cnts and 
qualifications. for positions within the facility. 
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3. Tho? plan of operation may provide that any powers and 

duties o( the facility, ~xcept the pow~r to borrow noney and 

the po"'er to rn.1kc as!Je,;sments. rnay be deleqated to a 

corporation, association, or other orqanization or individual 
which performs or will pecforn thO$P functions. Such 

corporation, association, oc other organization or individual 
shdll he reirnburs-.·d for any payments made on behalf of the 

facility and shall be coruperlScltcd for the perforrnclnce of any 

permissible function, as directed by the fdcility. A 

delcqation of any power or duty pursuant to this subsection 

takes effect only ~ith the approval of the board of directors. 

Sec. 8. ~-~ 5~:-~_TIOt!. S08D.8 COSTS A~ l ASSESSKtNTS. 

1. Co~ts of ad~inistr~tion shall be c~corded separately 

for each impaiced or insolvent company and those costs sha1l 

be rei:nbursC'd fro~ the as5ets of such comp.any. 

2. Th~ board of directors of the facility shalt assess th~ 

member qoaranty associations at the time and for the amounts 

the board finds nec..:css~HY to reir;Jbltrse the facility for any 

additional costs not reimbursed from assets a"an.a9ed by the 

facility. Ansessrtt~nts made pursuant. to this subsection shall 

be alloc.lt.ed amonq member .guaranty associations pursuant to a 

formula adopted by the board and consistent with each 

individu,ll qu.aranty association's liability for thl' facility's 

insurancP business which is the subject of the assessment. An 

as~C'snment is duP not l(!SS than ninety days aft.er prior 

written notice hclS been sent to the r:'ICtnher q,t.Hanty 

a-ssoci at. ion and clccrues interest at ten percent per annum 

co~~cnclng on the due date. 

l. The total of all asn~ssment.s opon •l rn·~mber guaranty 

association shall not excel'd in any one calendar year the 

limit set fly the enabling leqislation of the member .guaranty 

as~ociation's state of do~tcile [or a~sess~cnts a-gainst 

insurance comp.tniC's. If a t'laximun <l$S~'!;Sml•nt ln any one year 

docs not provide an a:~ount s·Jftici~·nt to carry out the 

responsibilities of the facility, t~P nec~s&ary ~ddltional 

i • 
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funds shall be assessed in succeedin-g years as soon a~ 

permitted by this chapter and by the ene~blinq legislation of 

the m<'Jnber guaranty association's state of domicile. 

4. Notwithstanding sub~ectlon J, the lowa life and health 

insurance guaranty association shall lP.vy additional 

assessme-nts not to exceecJ one hundr~d dollars per cowpany per 

year if necessary to fund or-ganizational expenses of the 

facility. 
Sec. 9. !!~W SH<;~.!.~· 5080.9 HISCE:Lt,ANOOUS PROVISIONS. 

1. Records shall be kept of all negotiations and meetinq"!l 

in which the facility or the facility's representatives ace 

involved to discuss the activities of the facility in carryin-g 

out the powers and duties set out under section 5080.6. 

Records of ne-gotiations or meetinqs shall be mad~ public 

pursuant to chapter 22 only upon the termination of a 

liquid.,tion, rehahilitat.ion, or conservation procPeding 

inllolvinq the imp.1ireJ or insolvC'nl insurance- company whose 

business was aasumed by or assiqned to the faci tity, upon t.he 

termination of the impairment or insolvency o( the insurancP. 

company, or upon the order of a CO\Ht of competent 

jurisdiction. This subsection does not limit the duty of the 

association to render a report of it.s activities under 

subsection 2. 
2. The facility is subject to examination and regulation 

by the ove-rsight organization. 'The board of directors shall 

submit to the oversi-ght orqanizcltion by June 1 of each year a 

financial report for the precedin-g calendar year and a report 

of its activitie-s durinq t.he preccdinq calendar year. The 

financial report sh.tll he in a form approved by the oversi-ght 

orqanization. 
J. The facility is exempt from payment of all fees and 

taxes levied by this state or any of it& subdivisions on 

ln&urance cornp.:Jnies, exc<'pt ta~o;es levied on the real property 

of tile facility. 

C/) , ,., ,., 
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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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