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3 Section 1. 

4 -PURPOSE. 

NEW 

DIVISION 1 

GENERAL 

SECTION. 

PROVISIONS 

507C.1 SHORT TITLE--CONSTRUCTION-

5 1. This chapter shall be cited as the "Insurers 

6 Supervision, Rehabilitation, and Liquidation Act". 

7 2. This chapter shall not be interpreted to limit the 

8 powers granted the commissioner by any other law. 

9 3. This chapter shall be liberally construed to effect 

10 the purpose stated in subsection 4. 

11 4. The purpose of this chapter is the protection of the 

12 interests of insured, claimants, creditors, and the public, 

13 ~lith minimum interference with the normal prerogatives of 

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

15 following: 

16 a. Early detection of a potentially dangerous condition 

17 1n an insurer and prompt application of appropriate corrective 

18 measures. 

19 b. Improved methods for rehabilitating insurers, involving 

20 the cooperation and management expertise of the insurance 

21 industry. 

22 c. Enhanced efficiency and economy of liquidation, through 

23 clarification of the law, to minimize legal uncertainty and 

24 litigation. 

2S d. Equitable apportionment of any unavoidable loss. 

26 e. Lessening the problems of interstate rehabilitation 

27 and liquidation by facilitating cooperation between states 

28 in the liquidation process, and by extending the scope of 

29 personal jurisdiction over debtors of the insurer outside 

30 this state. 

31 f. Regulation of the insurance business by the impact 

32 of the law relating to delinquency procedures and substantive 

33 rules on the entire insurance business. 

34 Sec. 2. NEW SECTION. 507C.2 DEFINITIONS. As used in 

35 this chapter, unless the context otherwise requires: 
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1. "Ancillary state" means a state other than a domiciliary 
state. 

2. "Commissioner" means the commissioner of insurance. 
3. "Credi tor" is a person having a claim against an 

insurer. whether the claim is matured or unmatured. liquidated 
or unliquidated. secured or unsecured. absolute, fixed or 
contingent. 

4. "Delinquency proceeding" means a proceeding instituted 
against an insurer for the purpose of liquidating. 
rehabilitating. reorganizing or conserving the insurer, and 

11 a summary proceeding under section 507C. 9 or S07C .10. "Formal 
12 delinquency proceeding" means any liquidation or rehabilitation 
13 proceeding. 

14 5. "Doing business" means any of the following acts. 
15 whether effected by mail or otherwise: 
16 a. The issuance or delivery of contracts of insurance 
17 to persons resident in this state. 

solicitation of applications 18 b. The for the contracts. 
19 or other negotiations preliminary to the execution of the 
20 contracts. 

21 c. The collection of premiums. membership fees. 

22 assessments. or other consideration for the contracts. 
23 d. The transaction of matters subsequent to execution 
24 of the contracts and arising out of them. 
25 e, Operating as an insurer under a license or certificate 
26 of authority issued by the insurance department. 
27 6. "Domiciliary state" means the state in which an insurer 
28 is incorporated or organized. or. in the case of an alien 

insurer. its state of entry. 29 

30 

31 

32 

33 

34 

35 

7. "Fair: consideration" is given for property or obligation 
when either of the following is present: 

a. When In good faith property is conveyed or serVIces 
are rendered or an obligation is incurred or an antecedent 
debt is satisfied in exchange for the property or oblIgation, 
as d fair equivalent therefor. and in good faith, 
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1 b. When the property or obligation is received in good 

2 faith to secure a present advance or antecedent debt in amount 

3 not disproportionately small as compared to the value of the 

4 property or obligation obtained. 
5 8. "Foreign country" means another jurisdiction not in 

6 a state. 
7 9. "General assets" means all property, real or personal, 
8 not specifically mortgaged, pledged, deposited, or otherwise 

9 encumbered for the security or benefit of specified persons 

10 or classes or persons. As to specifically encumbered prop-

11 erty, "general assets" includes all property or its proceeds 
12 In excess of the amount necessary to discharge the sum or 

13 sums secured by the property or its proceeds. Assets held 
14 in trust and on deposit for the security or benefit of all 
15 policyholders or all policyholders and creditors, in more 

16 than a single state, shall be treated as general assets. 
17 10. "Guaranty association" means the Iowa insurance 

18 guaranty association created in chapter 515B and any other 

19 similar entity either presently existing or to be created 

20 by the general assembly for the payment of claims of insolvent 

21 Insurers. "Foreign guaranty association" means a similar 
22 entity presently existing in or to be created in the future 
23 by the legislature of any other state. 
24 11. "Insolvency" or "insolvent" means either of the fol-
25 lowing: 

26 a. For an lnsurer that it is unable to pay its obliga-

27 lions when they are due, or when its admitted assets do not 

28 exceed its liabilities plus the greater of: 

29 (1) Any capital and surplus required by law for its or-
30 ganization. 

c .. ; 31 (2) The total part or stated value of its authorized and 
32 issued capital stock. 

33 b. As to an insurer licensed to do business In this stat.e 

34 as of the effective date of this Act which does not meet the 

35 standard established under paragraph "a" the term "insolvency" 
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1 or "insolvent" shall mean, for a period not to exceed three 

2 years from the effective date of this Act, that it is unable 

3 to pay its obligations when they are due or that its admitted 

4 assets do not exceed its liabilities plus any required capital 

S contribution ordered by the commissioner under provisions 
6 of the insurance law. 
7 For purposes of this subsection "liabilities" shall include 
8 but not be limited to reserves required by statute or by the 
9 insurance department's rules or specific requirements imposed 

10 by the commissioner upon a company at the time of or subsequent 

11 to adm1ssion. 

12 12. "Insurer" means a person who has done, purports to 

13 do, is doing or is licensed to do insurance business, and 
14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

is or has been subject to the authority of, or to liquidation, 
rehabilitation, reorganization, supervision. or conservation 
by an insurance commissioner. For purposes of this chapter, 

any other person included under section S07C.3 is an insurer. 
13. "Preferred claim" means a claim with respect to which 

the terms of this chapter grant priority of payment from the 

general assets of the insurer. 
14. "Receiver" means receiver, liquidator, rehabilitator, 

or conservator as the context requires. 

15. "Reciprocal state" means a state other than th1s state 
1n which section S07C.18, subsection 1, sections S07C.52 and 

507C.53 and sections 507C.55 through 507c.57 are 1n force, 
and in which provisions are in force requiring that the 

27 commissioner or equivalent official be the receiver of a 

28 delinquent insurer, and in which some provision exists for 
29 the avo~dance of fraudulent conveyances and preferential 

30 transfers. 

31 16. "Secured claim" means a claim secured by mortgage, 
32 trust deed, pledge, deposit as security, escrow, or otherwise, 

33 but not including special deposit claims or claims against 

34 general assets. The term also includes claims which have 
35 become liens upon specific assets by reason of judicial pro-
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1 cess. 

2 17. "Special deposit 

3 deposit made pursuant to 

claim" means a claim secured by a 

statute for the security or benefit 

4 of a limited class or classes of persons, but not including 

5 a claim secured by general assets. 

6 18. 
7 united 

"State" means a state, district, or territory of the 
states and the Panama Canal Zone . 

. :.;, 8 19. "Transfer" shall include the sale and every other 

9 direct or indirect mode of disposing of or of parting with 

10 property or with an interest in property, or with the 

11 possesslon of property or of fixing a lien upon property 

12 or upon an interest in property, absolutely or conditionally, 

13 voluntarily, by or without judicial proceedings. The retention 
14 of a security interest to property delivered to a debtor is 
15 a transfer by the debtor. 
16 Sec. 3. NEW SECTION. 507C.3 APPLICABILITY. This chapter 

17 may be applied to any of the following: 

18 1. Insurers who are doing or have done insurance busi-

19 ness in this state, and against whom claims arising from that 

20 business may exist now or in the future. 

21 2. Insurers who purport to do insurance business in this 

22 state. 

23 3. Insurers who have insureds who are residents in this 
24 state. 

25 4. Other persons organized or in the process of organizing 

26 with the intent to do insurance business in this state. 

27 5. Nonprofit health service corporations and all fraternal 

28 benefit societies and beneficial societies subject to chapters 
29 512, 512A, 

30 Sec. 4. 
and 514. 

NEW SECTION. 507C.4 JURISDICTION AND VENUE. 

31 1. A delinquency proceeding shall not be commenced under 

32 this chapter by a person other than the commissioner. A court 

33 shall not have jurisdiction over a proceeding under this 

34 chapter commenced by a person other than the commissioner. 

35 2. A court shall not have jurisdiction over a petition 
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1 praying for the dissolution, liquidation, rehabilitation, 

2 sequestration, conservation or receivership of an insurer, 

3 or praying for an injunction or restraining order or other 

4 relief preliminary to, incidental to or relating to such pro-

5 ceedings other than pursuant to this chapter. 

6 3. A court having jurisdiction of the subject matter has 
7 jurisdiction over a person served pursuant to the Iowa rules 
8 of civil procedure or other applicable provisions in an ac-
9 tion brought by the receiver of a domestic insurer or an alien 

10 insurer domiciled in this state for any of the following: 
11 a. In an action on or incident to an obligation if the 

12 person served is obligated to the insurer in any way as an 

13 incident to an agency or brokerage arrangement that may exist 
14 or has existed between the insurer and the agent or broker. 

15 b. In an action on or incident to a reinsurance contract 

16 if the person served is a reinsurer who has at any time writ-
17 ten a policy of reinsurance for an insurer against which a 
18 rehabilitation or liquidation order is in effect when the 
19 action is commenced, or is an agent or broker of or for the 
20 relnsurer. 

21 c. In an action reSUlting from a relationship with the 

22 insurer, if the person served is or has been an officer, 

23 manager, trustee, organizer, promoter, or person in a posi-

24 tion of comparable authority or influence in an insurer against 

25 which a rehabilitation or liquidation order is in effect 

26 when the action is commenced. 

27 4. If the court on motion of a party finds that an ac-
28 tion should as a matter of substantial justice be tried in 
29 a forum outside this state, the court may enter an order to 

30 stay the proceedings on the action in this state. 

31 5. All action authorized in this chapter shall be brought 

32 in the district court in Polk county. 
33 Sec. 5. NEW SECTION. S07C.5 INJUNCTIONS AND ORDERS. 

34 1. A receiver appointed in a proceeding under this chap-

35 ter may at any time apply for, and any court of general 
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1 jurisdiction may grant, restraining orders, preliminary and 

2 permanent injunctions, and other orders as necessary to prevent 

3 any of the following: 

4 a. The transaction of further business. 

5 b. The transfer of property. 

6 c. Interference with the receiver or with a proceeding 

7 under this chapter. 
8 d. Waste of the insurer's assets. 

9 e. Dissipation and transfer of bank accounts. 

10 f. The institution or further prosecution of any actions 

lIar proceedings. 

12 g. The obtaining of preferences, judgments, attachments, 

13 garnishments, or liens against the insurer, its assets or 

14 it$ policyholders. 

15 h. The levying of execution against the lnsurer, its as-

16 sets or its policyholders. 
17 i. The making of a sale or deed for nonpayment of taxes 

18 or assessments that would lessen the value of the assets of 

19 the insurer. 

20 ]. The withholding from the recelver of books, accounts, 

21 documents, or other records relating to the business of the 

22 insurer. 

23 k. Any other threatened or contemplated action that might 

24 lessen the value of the insurer's assets or prejudice the 

25 rights of policyholders, creditors, or shareholders, or the 

26 administration of a proceeding under this chapter. 

27 2. A receiver may apply to a court outside of the state 

28 for the relief described in subsection 1. 

29 Sec. 6. NEW SECTION. S07C.6 COOPERATION OF OFFICERS, 

30 OWNERS, AND EMPLOYEES--PENALTY. 

31 1. As used in this section: 

32 a. "Person" includes a person who directly or indirectly 

33 exercises control over activities of an insurer through a 

34 holding company or other affiliate of the insurer. 

35 b. "To cooperate" includes, but is not limited to, any 
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1 of the following: 
2 (1) To reply promptly in writing to an inquiry from the 
3 commissioner requesting a reply. 

4 (2) To make available to the commissioner books, accounts, 
5 documents, or other records, information or property of or 

6 pertaining to the insurer and in the person's possession, 
7 custody or control. 

S 2. An officer, manager, director, trustee, owner, employee, 
9 or agent of an insurer, or any other persons with authority 

10 over or in charge of any segment of the insurer's affairs, 
11 shall cooperate with the commissioner in a proceeding under 
12 this chapter or any investigation preliminary to the pro-
13_~eeding . 
14 3. A person shall not obstruct or interfere with the 

16 

17 

15 commissloner in the conduct of a delinquency proceeding or 

an investigation preliminary or incidental to a delinquency 

proceeding. 
18 

19 
20 
21 

22 
23 

24 
25 

4. This section does not abridge otherwise existing legal 

rights, including the right to resist a petition for liquida­
tion, other delinquency proceedings, or other orders. 

5. A person included within subsection 2 who fails to 
cooperate with the commissioner, or a person who obstructs 

or interferes with the commissioner in the conduct of a de­

linquency proceeding or an investigation preliminary or in­

cidental to a delinquency proceeding, or who violates a valid 

26 order the commissioner issued under this chapter is: 
27 

28 

29 
30 
31 
32 

33 

34 

35 

a. Guilty of an aggravated misdemeanor; and 

b. After a hearing, subject to the imposition by the 

commissioner of a civil penalty not to exceed ten thousand 
dollars and subject to the revocation or suspension of 
insurance licenses issued by the commissioner. 

Sec. 7. NEW SECTION. 507C.7 BONDS. In a proceeding 

under this chapter, the commissioner and the commissioner's 

deputies shall be responsible on their official bonds for 

the faithful performance of their duties. If the court deems 
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it desirab:!.e [or the protect;ic,n of the assets, it may require 

2 .;:n addi ':ional oor.d from the com:nissioner or the commissioner's 

3 deputles. The bonds shall be paid for out of the assets of 

~ the insurer as a cost of administration. 

5 Sec. 8. NEW SECTION. S07C.B CONTINUATION OF DELINQUENCY 

6 PROCEEDINGS. A proceeding commenced before the effective 

7 date of this Act shall be deemed to have corrunenced under this 

8 Act for the purpose of conducting the proceeding thereafter. 
9 However, in the discretion 0: the commissioner the proceeding 

10 may be continued, in whole or in part, as it would have con-

11 tinued had this Act not been enacted. 
12 

1:' 

DIVISION II 

SUMMARY PROCEEDINGS 
14 Sec. 9. NEW SECTION. S07C.9 SUMMARY ORDERS AND SUPER-

15 VI S ION PROCEEDINGS--PENALTY. 

16 1. If after a hearing held under subsection 5, the com-

17 rnissioner determines that a domestic insurer has committed 
.co or engaged in, or is about to commit or engage in, an act, 

~9 practice, or transaction L~at would subject it to delinquency 

20 proceedi .'lgs under this chapter, the commissioner may make 

21 und serve upon the insurer and any other persons involved 

27 orders as are reasonably necessary to correct, eliminate, 

23 or remedy the conduct, condition, or ground. 

2,: 2. I fthe commi.5sioZler upon reasonable cause determines 

25 that a domestic insurer is in a condition as to render the 

26 continuance of its business hazardous to t.he public or to 

27 holders of it.s policies or certificates of insurance or if 

23 t~he domestic insurer gives i. ts consent then the commissioner 
29 shall do both of the following: 

3D <l. Notify the insurer of the determination. 

31 b. Furnish to c.he insurer a written list of the commis-

32 sioner's requirements to abate the determination. 

33 3. If the commissioner makes a determination to supervise 

l4 an insurer subject to an order under subsection 1 or 2, the 

J C, CO!l'Jnl 5S i oner shall l .. cti fy t~e insurer that it is under the 

-9-



• 
S.F. H.F . .2S0/ 

1 supervision of the commissioner. During the period of super-

2 vision, the commissioner may appoint a supervisor to supervise 

3 the insurer'. The order appointing a supervisor shall direct 

4 the supervisor to enforce orders issued under subsections 

5 1 and 2 and may also require that during the period of 

6 supervision, the insurer shall not do any of the following 

7 without the prior approval of the commissioner or the 

8 commissioner's superv~sor: 

9 a. Dispose of, conveyor encumber its assets or its bUS1-

10 ness in force. 

11 b. Withdraw from its bank accounts. 

12 c. Lend its funds. 

13 d. Invest its funds. 

14 e. Transfer its property. 

15 f. Incur any debt, obligation or liability. 
16 g. 

17 h. 

18 1-

19 4. 

20 comply 

Merge or consolidate with another company. 

Enter into a new reinsurance contract or treaty. 

Write new or renewal business. 

An lnsurer subject to an order under this section shall 

with the lawful requirements of the commissioner and, 

21 if placed under supervision, shall have sixty days from the 

22 dale the supervision order is served within which to comply 

23 with the requirements of the commissioner. If the insurer 

24 fails to comply, the commissioner may institute proceedings 

25 under section 507C.12 or S07C.17 to have a rehabilitator or 

26 liquidator appointed or extend the period of supervision. 

27 5. The notice of hearing and any order issued pursuant 

28 to subsection 1 shall be served upon the insurer pursuant 

29 to chapter 17A. The notice of hearing shall state the time 

30 and place of hearing, and the conduct, condition or ground 

31 upon which the commissioner would base an order. Unless 
32 mutually agreed between the commissioner and the insurer, 

33 the hearing shall occur not less than ten days nor more than 

34 thirty days after notice is served and shall be either in 

35 Polk county or in some other place convenient to the parties 

-10-



S.F. ILL 25DI 

1 to be designated by the commissioner. All hearings under 

2 subsection 1 shall be confidential unless the insurer requests 

3 a public hearing. 

4 6. a. An lnsurer subject to an order under subsection 

5 2 may request a hearing to review that order. The hearing 

6 shall be held as provided in subsection 5. The request for 

7 a hearing shall not stay the effect of the order. 

8 b. If the commissioner issues an order under subsection 

9 2, the insurer may waive a commissioner's hearing and apply 

10 for immediate judicial relief by means of any remedy afforded 

11 by law without first exhausting administrative remedies. 

12 Subsequent to a hearing, a party to the proceedings whose 

13 interests are substantially affected is entitled to judiCIal 

14 review of any order issued by the commissioner. 

15 7. During the period of supervision the insurer may re-

16 quest 

17 to be 

18 action 

19 terest 

20 8. 

the commissioner to review an action taken or proposed 

taken by the supervisor by specifying the reasons the 

complained of is believed not to be in the best In­

of the insurer. 

If a person has violated a supervision order issued 

this section which was in effect, the person is liable 

22 to pay a civil penalty imposed by the district court not to 

23 exceed ten thousand dollars. 

21 under 

24 9. The commissioner may apply for and any court of general 

2S jurisdiction may grant restraining orders, preliminary and 

26 permanent injunctions, and other orders as necessary to enforce 

27 a supervision order. 

28 Sec. 10. NEW SECTION. S07C.IO SEIZURE ORDER. 

29 1. With respect to a domestic insurer the commissioner 

30 may file in the district court a petition alleging all of 

31 the following: 

32 d. That there exist grounds that would justify a court 

33 order for a formal delinquency proceeding against an insu)::er 

34 under this chapter. 

35 b. That the interests of policyholders, creditors, or 
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1 the public will be endangered by delay . 

2 c. The contents of an order deemed necessary by the com-
3 missioner. 

4 2. Upon a filing 

5 ex parte and without 
under subsection 1, the court may issue, 

a hearing, the requested order which 

6 shall direct the commissioner to take possession and control 
7 of all or a part of the property, books, accounts, documents, 

8 and other records of an insurer, and of the premises occupied 

9 by it for transaction of its business, and until further order 

10 of the court enjoin the insurer and its officers, managers, 

11 agents, and employees from disposing of the insurer's property 

12 and from transacting of the insurer's business, except with 

13 the written consent of the commissioner. 

14 J. The court shall specify in the order the duration of 

15 the order. The duration shall be the time the court deems 

16 necessary for the commissioner to ascertain the condition 

17 of the lnsurer. Upon motion or on its own, the court may 
18 from time to time hold hearings as it deems desirable after 

19 not~ce as it deems appropriate, and may extend, shorten, or 

20 modify the terms of the seizure order. The court shall vacate 

21 the seizure order if the commissioner fails to commence a 

22 formal proceeding under this chapter after having had a 

23 reasonable opportunity to do so. An order of the court 

24 pursuant to a formal proceeding under this chapter shall 

25 automatically vacate the seizure order. 

26 4. Entry of a seizure order under this section is not 

27 an anticipatory breach of a contract of the insurer. 

7.8 5. An insurer subject to an ex parte order under this 

29 section may petition the court after the issuance of the order 

30 for a hearing and review of the order. The court shall hold 

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

32 request. A hearing under this subsection may be held pri-

33 vately in chambers. upon request of the insurer the hear~ng 

34 shall be held privately in chambers. 

35 6. If at any time after the issuance of an order under 
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1. this section it appears to the court that a person whose in-

2 terest is or will be substantially affected by the order did 

3 not appear at the hearing and has not been served, the court 

4 may order that notice be given. An order that notice be given 

5 shall not stay the effect of any order previously issued by 

6 the court. 

7 Sec. 11. NEW SECTION. 507C.ll CONFIDENTIALITY OF HEAR-

8 INGS. Notwithstanding chapter 68A, in all administrative 

9 proceedings pursuant to sections 507C.9 and 507C.10 all records 

10 and documents pertaining to or a part of the record of the 

11 proceedings are confidential except as is necessary to obtain 

12 compl~ance with a proceeding. However, the records may be 

13 released if either of the following: 

14 1. The insurer requests that the records be made public. 
15 2. After a hearing on the issue with the parties to the 

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

17 DIVISION III 
]8 FORMAL PROCEEDINGS 

19 Sec. 12. NEW SECTION. 507C.12 GROUNDS FOR REHABILITA-

20 TION. The commissioner may petition the district court for 

21 an order to rehabilitate a domestic insurer or an alien in-

22 surer domiciled in this state on any of the following grounds: 

23 1. The insurer is in a condition that the further transac-

24 tion of business would be financially hazardous to its policy-
25 holders, creditors, or the public. 

26 2. There is reasonable cause to believe that there has 

27 been embezzlement from the insurer, wrongful sequestration 

28 or diversion of the insurer's assets, forgery or fraud af-

29 fecting the insurer, or other illegal conduct in, by, or with 

30 respect to the insurer that, if established, would endanger 

31 assets in an amount threatening the solvency of the insurer. 

32 3. The insurer has failed to remove a person, whether 

33 an officer, manager, general agent, employee, or other person, 

34 who in fact has executive authority in the insurer, if the 

35 person has been found after notice and hearing by the com-
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1 missioner to be dishonest or untrustworthy in a way affecting 

2 the insurer's business. 

3 4. Control of the insurer 1S in a person or persons found 

4 after notice and hearing to be untrustworthy. control may 

5 be by stock ownership or by other means and may be direct 
6 or indirect. 

7 5. A person who in fact has executive authority in the 
8 lnsurer, whether an officer, manager, general agent, director 

9 or trustee, employee, or other person has refused to be 

10 examined under oath by the commissioner concerning the 

11 insurer's affairs, in this state or elsewhere, and after 

12 reasonable notice of the fact the insurer has failed promptly 

13 and effectively to terminate the employment and status of 

14 the person and all the person's influence on management. 

15 6. After demand by the commissioner under chapter 507 

16 or under this chapter, the insurer hds failed to promptly 

17 make ilvailable for examination any of its property, books, 

18 accounts, documents, or other records, or those of a subsidlary 

19 or related company within the control of the insurer, or those 

20 of a person having executive authority in the insurer so far 

21 as they pertain to the insurer. 

22 7. Without first obtaining the written consent of the 

23 commissioner, the insurer has transferred, or attempted to 

24 transfer, in a manner contrary to chapter 521 or 52lA, sub-

25 stantially its entire property or business, or has entered 

2& lnto a transaction the effect of which is to merge, 

rl consolidate, or reinsure substantially its entire property 

28 or business in or with the property or business of any other 

29 person. 

30 8. The insurer or its property has been or is the subject 

31 of an application for the appointment of a receiver, trustee, 

32 custodian, conservator or sequestrator or similar fiduciary 

33 of the insurer of its property other than as authorized under 

34 the insurance laws of this state, and the appointment has 

35 been made or is imminent, and the appointment might oust the 
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1 court of this state of jurisdiction or might prejudice orderly 

2 delinquency proceedings under this chapter. 

3 9. within the previous three years the insurer has will-

4 fully violated its charter or articles of incorporation, its 

5 bylaws, an insurance law of this state, or a valid order of 

6 the commissioner under section 507C.9. 
7 10. The insurer has failed to pay within sixty days after 

8 the due date an obligation to a state or any subdivision of 

9 a state or a judgment entered in a state, if the court in 

10 which the judgment was entered had jurisdiction over the 

11 subject matter. However, nonpayment shall not be a ground 

12 until sixty days after a good faith effort by the insurer 

13 to contest the obligation has been terminated whether the 

14 effort is before the commissioner or ln the courts, or the 

15 insurer has systematically attempted to compromise or 

16 renegotiate previously agreed settlements with its creditors 

17 on the ground that it is financially unable to pay its 

18 obI igations in full. 
19 11. The insurer has failed to file its annual report or 

20 other financial report required within the time allowed and, 

21 after written demand by the commissioner, has failed to lm-

22 mediately give an adequate explanation. 

23 12. The board of directors or the holders of a majority 

24 of the shares entitled to vote, or a majority of those in-
25 dividuals entitled to the control of those entities request 

26 or consent to rehabilitation under this chapter. 

27 Sec. 13. NEW SECTION. 507C.13 REHABILITATION ORDERS. 

28 1. An order to rehabilitate L~e business of a domestic 

29 lnsurer or an alien insurer domiciled in this state shall 

30 appoi.nt the commissioner as the rehabilitator. The order 

31 shall direct the rehabilitator to take possession of the 

32 assets of the insurer, and to administer them under the general 

33 supervision of the court. The filing or recording of the 

34 order with the clerk of the district court or recorder of 

35 deeds of the county in which the principal business of the 
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1 lnsurer 15 conducted, or the county in which its principal 
2 office or place of business is located, is the same notice 
3 as a deed, bill of sale, or other evidence of title duly filed 
4 or recorded with that recorder of deeds. The order to 
5 rehabilitate the insurer shall vest title to all assets of 
6 the insurer in the rehabilitator. 

7 2. An order issued under this section shall require ac-
8 counting to the court by the rehabilitator. 
9 be at intervals the court specified in the 

Accountings 
order. 

shall 

10 3 . Entry of an order of rehabilitation is not an anticipa-
11 tory breach of a contract of the insurer. 

12 Sec. 14. NEW SECTION. S07C.14 POWERS AND DUTIES OF THE 
13 REHABILITATOR. 

14 1. The commissioner 

15 more special deputies. 
as rehabilitator may appoint one or 

The special deputies shall have the 

16 pOl-lers and responsibilities of the rehabilitator granted under 
17 this section. The commissioner may employ counsel, clerkS, 

18 and assistants as necessary. The compensation of the special 
19 de~uty, counsel, clerks, and assistants and all expenses of 
20 taking possession of the insurer and of conducting the 
21 proceedings shall be fixed by the commissioner with the 

22 approval of the court and shall be paid out of the funds or 

23 assets of the insurer. The persons appointed under this 

24 section shall serve at the pleasure of the commissioner. 

25 If the property of the insurer does not contain sufficient 

26 cash or liquid assets to defray the costs incurred, the 

27 commissioner may advance the costs so incurred out of any 
28 appropriation for the maintenance of the insurance department. 
29 Amounts so advanced for expenses of administration shall be 

30 repaid to the commissioner for the use of the insurance 
31 department out of the first available money of the insurer. 
32 2. The rehabilitator may take action as the rehabilita-

33 tor deems necessary or appropriate to reform and revitalize 

34 the insurer. The rehabilitator shall have the powers of ele 

35 directors, officers, and managers of the insurer, whose au-
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1 thority shall be suspended, except 

2 redelegated by the rehabilitator. 

as the powers are 

The rehabilitator shall 

3 have power to direct and manage, to hire and discharge 

4 employees subject to contract rights the employees may have, 

5 and to deal with the property and business of the insurer. 

6 3. If it appears to the rehabilitator that there has been 

7 criminal or tortious conduct, or breach of a contractual or 

8 fiduciary obligation by any person detrimental to the insurer, 

9 the rehabilitator may pursue appropriate legal remedies on 

10 behalf of the insurer. 

11 4. If the rehabilitator determines that reorganization, 

12 consolidation, conversion, reinsurance, merger, or other 

13 transformation of the insurer is appropriate, the rehabilita-

14 tor shall prepare a plan to effect the changes. Upon applica-

15 tion of the rehabilitator for approval of the plan, and after 

16 notice and hearings as the court may prescribe, the court 

17 may either approve, disapprove or modify the plan proposed. 

18 Before approving a plan, the court shall find that it is fair 

19 and equitable to all parties concerned. If the plan 1S ap-

20 proved, the rehabilitator shall carry out the plan. In the 

21 case of a life insurer, if all rights of shareholders are 

22 first relinquished, the plan proposed may include the imposi-

23 tion of liens upon the policies of the company. A plan for 

24 d life insurer may also propose imposition of a moratorium 

25 upon loan and cash surrender rights under policies. 

26 5. The rehabilitator shall have the power under sections 

27 507C.26 and 507C.27 to avoid fraudulent transfers. 

28 Sec. 15. NEW SECTION. 507C.15 ACTIONS BY AND AGAINST 
29 REHABILITATOR. 

30 1. A court, before which an action or proceeding in which 

31 the insnrer is a party or is obligated to defend a party is 

32 pending When a rehabilitation order against the insurer 1S 

33 entered, shall stay the action or proceeding for ninety days 

34 and any additional time as necessary for the rehabilitator 

35 to obtain proper representation and prepare for further 
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1 proceedings. The rehabilitator shall take action respecting 
2 the pending litigation as necessary in the interests of justice 
3 and for the protection of creditors, policyholders, and the 

4 public. The rehabilitator shall immediately consider all 
5 litigation pending outside this state and shall petition the 

6 courts having jurisdiction over that litigation for stays 

7 whenever necessary to protect the estate of the insurer. 

8 2. A statute of limitations or defense of laches shall 
9 not run in an action by or against an insurer between the 

10 filing of a petition for appointment of a rehabilitator for 

11 that lnsurer and the order granting or denying that petition. 
12 An action by or against the insurer that might have been 
13 commenced when the petition was filed may be commenced for 
14 at least sixty days after the order of rehabilitation is 

15 entered or the petition is denied. 

16 3. A guaranty association or foreign guaranty association 
17 covering life or health insurance or annuities shall have 

18 standing to appear in a court proceeding concerning the re-

19 habilitation of a life or health insurer if the association 

20 is or may become liable to act as a result of the rehabilita-

21 tion. 
f2 Sec. 16. NEW SECTION. 507C.16 TERMlNATION OF REHABILITA-

23 TION. 

24 1. Whenever the commissioner determines that further at-

25 tempts to rehabilitate an insurer would substantially increase 

26 the risk of loss to creditors, policyholders, or the public, 

27 or would be futile, the conunissioner may petition the district. 

28 court for an order of liquidation. A petition under this 

29 subsection shall have the same effect as a petition under 
30 section S07C.17. The court shall permit the directors of 
31 the insurer to take actions as are reasonably necessary to 
32 defend against the petition and may order payment from the 
33 estate of the insurer of costs and other expenses of defense 

34 as justice 

35 2. The 

may require. 

rehabilitator may at any time petition the district 
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1 court for an order terminating rehabilitation of an insurer. 

2 The directors of the insurer may petition the court for an 

3 order terminating rehabilitation of the insurer and the court 

4 may order payment from the estate of the insurer of costs 

5 and other expenses of the petition as justice may require. 

6 If the court finds that rehabilitation has been accomplished 

"l and that grounds for rehabilitation under section 507C.12 

8 no longer exist, it shall order that the insurer be restored 

9 to possession of its property and the control of its business. 

10 The court may also terminate the rehabilitation at any time 

11 upon its own motion. 

12 Sec. 17. NEW SECTION. 507C.17 GROUNDS FOR LIQUIDATION. 

13 The commissioner may petition the district court for an order 

14 directing the commissioner to liquidate a domestic insurer 

15 or an alien insurer domiciled in this state on any of the 

16 following grounds: 

17 1. Any ground for an order of rehabilitation specified 

18 In section 507C.12 whether or not there has been a prior order 

19 directing the rehabilitation of the insurer. 

20 2. That the 1nsurer 1S insolvent. 

21 3. That the 1nsurer 1S in a condition that the further 

22 transaction of business would be hazardous, financially or 

23 otherwise, to its policyholders, its creditors, or the pUblic. 

24 Sec. 18. NEW SECTION. 507C.18 LIQUIDATION ORDERS. 

25 1. An order to liquidate the business of a domestic 1n-

26 surer shall appoint the commissioner as liquidator and shall 

27 direct the liquidator to immediately take possession of the 

28 assets of the insurer and to administer them under the general 

29 supervision of the court. The liquidator shall be vested 

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

31 action and the books and records of the insurer ordered 11-

32 quidated, wherever located, as of the entry of the final order 

33 of liquidation. The filing or recording or the order with 

34 the clerk of the court and the recorder of deeds of the county 

3:; in which its principal office or place or busiEess is locatpd, 
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or, 1n the case of real estate with the recorder of deeds 

of the county where the property is located, shall be notice 
as a deed, bill of sale, or other evidence of title duly filed 
or recot:ded with the recorder of deeds. 

2. Upon issuance of the order, the rights and liabilities 
of an insurer and of its creditors, policyholders, share­
holders, members and other persons interested in its estate 

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

liquidation, except as provided in sections 507C.19 and 
507C.20. 

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

12 domlciled in this state shall be in the same terms and have 

13 the same legal effect as an order to liquidate a domestic 
14 lnsurer, except that the assets and the business in the Unlted 

15 States shall be the only assets and business included in the 
16 order. 

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

18 or at any time thereafter, the commissioner, after making 
19 appropriate findings of an insurer's insolvency, may petition 

20 the court for a declaration of inSOlvency. After providing 

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

22 the declaration. 
23 5. An order issued under this section shall require ac-
24 counting to the court by the liquidator. Accountings shall 
25 be at intervals specified in the order. 

26 Sec. 19. NEW SEeTON. 507C.19 CONTINUANCE OF COVERAGE. 

27 1. Except for life or health insurance or annuities, poli-

28 cies in effect at the time of issuance of an order of liquida-

29 tion 

30 a. 

shall continue in force only for the lesser of: 

A period of thirty days from the date of entry of the 

31 liquidation orders. 
32 b. The expiration of the policy coverage. 
33 c. The date when the insured has replaced the insurance 
34 coverage with equivalent insurance in another insurer or 
35 otherwise terminated the policy. 
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1 d. The 

2 obligation 

liquidator has effected a transfer of the policy 

pursuant ~o section 507C.21, subsection 1, para-

3 graph "h". 

4 2. An order or liquidation under section 507C.18 shall 

5 terminate coverages at the time specified in subsection 1 

6 for purposes of any other statute. 

7 3. Policies of life or health insurance or annuities shall 

8 continue in force for the period and under terms as is provided 

9 for by any applicable guaranty association or foreign guaranty 

10 association. 

11 4. Policies of life or health insurance or annuities or 

12 any period or coverage of the policies not cO'Jered by a 

13 guaranty association or foreign guaranty association shall 

14 terminate under subsections 1 and 2. 

15 Sec. 20. NEW SECTION. 507C.20 DISSOLUTION OF INSURER. 

16 The commissioner may petition for an order dissolving the 

17 corporate existence of a domestic insurer or the United States 

18 branch of an alien insurer domiciled in this state at the 

19 time the commissioner applies for a liquidation order. The 

20 court shall order dissolution of the corporation upon peti-

21 tlon by the commlSSloner upon or after the granting of a 

22 liquidation order. If the dissolution has not previously 

23 been ordered, it shall be effected by operation of law upon 

74 the discharge of the liquidator if the insurer is insolvent. 

25 However, dissolution may be ordered by the court upon the 

26 discharge of the liquidator if the insurer is under a liquida-

27 tion order for some other reason. 

28 Sec. 21. NEW SECTION. 507C.21 POWERS OF LIQUIDATOR. 

29 1. The liquidator may: 

30 n. Appolnt a special deputy to act for the liquidator 

11 under this chapter, and to determine the special deputy's 

32 reasonable compensation. The special deputy shall have all 

33 powers of the liquidator granted by this section. The special 

34 deputy shall serve at the pleasure of the liquidator. 

35 b. Hlre employees and agents, legal cOllnsel, actuarjes, 
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1 accountants, appraisers, consultants, and other personnel 

2 as the commissioner may deem necessary to assist in the 

3 liquidation. 

4 c. With the approval of the court fix the reasonable 

5 compensation of employees and agents, legal counsel, actuaries, 

6 accountants, appraisers and consultants. 

7 d. Pay reasonable compensation to persons appointed and 

8 to defray from the funds or assets of the insurer all ex-

9 penses of taking possession of, conserving, conducting, 

10 llquidating, disposing of, or otherwise dealing with the 

11 business and property of the insurer. If the property of 

12 the insurer does not contain sufficient cash or liquid assets 

13 to defray the costs incurred, the commissioner may advance 

14 the costs so incurred out of an appropriation for the mainte-

15 nance of the insurance department. Amounts so advanced for 

16 expenses of administration shall be repaid to the commissioner 

17 for the use of the insurance department out of the first 

18 available moneys of the insurer. 

19 e. Hold hearings, subpoena witnesses, and compel their 

20 attendance, administer oaths, examine a person under oath, 

21 and compel a person to subscribe to the person's testimony 

22 after it has been correctly reduced to writing, and in 

23 connection to the proceedings require the production of books, 

24 papers, records or other documents which the liquidator deems 
25 relevant to the inquiry. 

26 f. Collect debts and moneys due and claims belonging to 

27 the insurer, wherever located. Pursuant to this paragraph, 

28 the liquidator may: 

29 (1) Institute timely action in other jurisdictions to 

30 forestall garnishment and attachment proceedings against 
31 debts. 

32 (2) Perform acts as are necesary or expedient to collect, 

33 conserve or protect its assets or property, including the 

34 power to sell, compound, compromise or assign debts for pur-

35 poses of collection upon terms and conditions as the llquidator 
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1 deems best. 

2 (3) Pursue any creditor's remedies available to enforce 

3 claims. 

4 g. Conduct public and private sales of the property of 

5 the lnsurer. 

6 h. Use assets of the estate of an insurer under a liquida-

7 tion order to transfer policy obligations to a solvent assuming 

8 insurer, if the transfer can be arranged without prejudice 

9 to applicable priorities under section 507C.42. 

10 1. Acquire, hypothecate, encumber, lease, improve, sell, 

11 transfer, abandon, or otherwise dispose of or deal with prop-

12 er·ly of the lnsurer at its market value or upon terms and 

13 conditIons as are fair and reasonable. The liquidator shall 

14 also have power to execute, acknowledge, and deliver deeds, 

IS assig~~ents, releases and other instruments necessary to ef-

16 fectuate a sale of property or other transaction in connection 

17 with the liquidation. 

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

19 or without security and to execute and deliver documents 

20 necessary to that transaction for the purpose of facilitating 

21 the liquidation. 

22 k. Enter into contracts as are necessary to carry out 

23 the order to liquidate and to affirm or disavow contracts 

24 to which the insurer is a party. 

25 1. Continue to prosecute and to institute in the name 

26 of the insurer or in the liquidator's own name any and all 

27 suits and other legal proceedings, in this state or elsewhere, 

28 and to abandon the prosecution of claims the liquidator deems 

29 unprofitable to pursue further. If the insurer IS dlssolved 

30 under section 507C.20, the liquidator may apply to any court 

31 in this state O!' elsewhere for leave to substitute the 

32 l~quidator for the insurer as plaintiff. 

33 m. Prosecute an action on behalf of the creditors, members, 

34 policyholders or shareholders of the insurer against an offi-

15 cel' of the insurer, or any other person. 
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1 n. Remove records and property of the insurer to the o£-
2 fices of the commissioner or to other place as may be con-
3 venient for the purposes of efficient and orderly execution 

1 of the liquidation. A guaranty association or foreign guaranty 

5 association shall have reasonable access to the records of 

6 the insurer as necessary to carry out the guaranty's statutory 
7 obligations. 

8 o. Deposit in one or more banks in this state sums as 
9 are required for meeting current administration expenses and 

10 dividend distributions. 

11 p. Unless the court orders otherwise, invest funds not 
12 currently needed. 

13 q. File necessary documents for record in the office of 

14 a recorder of deeds or record office in this state or elsewhere 

15 where property of the insurer is located. 
16 

··17 

18 

19 

r. Assert defenses available to the insurer as against 

third persons. A waiver of a defense by the insurer after 
a petition in liguidation has been filed shall not bind the 

liquidator. If a guaranty association or foreign guaranty 
20 association has an obligation to defend a suit, the liquidator 

21 shall defer to the obligation and may defend only in the ab-

22 sence of a defense by the guaranty association. 

23 s. Exercise and enforce 

24 of a creditor, shareholder, 

the rights, remedies, and powers 

policyholder, or member, including 

25 the power to avoid a transfer or lien that may be given by 

26 the general law and that is not included with sections 507C.26 
27 through 507C.28. 

28 t. Intervene in a proceeding wherever instituted that 
29 might lead to the appointment of a receiver or trustee, and 

30 act as the receiver or trustee whenever the appointment is 
31 offered. 

32 u. Enter into agreements with a receiver or comrnissloner 

33 of insurance of any other state relating to the rehabilita-

34 tion, liquidation, conservation or dissolution of an insurer 

35 doing business in both states. 
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1 v. Exercise powers now held or hereafter conferred upon 

2 receivers by the laws of this state not inconsistent with 

3 this chapter. 

4 2. This section does not limit the liquidator or exclude 

5 the liquidator to exercise a power not listed in subsection 

6 1 that may be necessary or appropriate to accomplish the pur-

7 poses of this chapter. 

S Sec. 22. NEW SECTION. 507C.22 NOTICE TO CREDITORS AND 

9 OTHERS. 

10 1. Unless the court otherwise directs, the liquidator 

11 shall give notice of the liquidation order as soon as pos-

12 sible by doing all of the following: 

13 a. By first class mail and either by telegram or telephone 

14 to the insurance commissioner of each jurisdiction in which 

15 the insurer is doing business. 

16 b. By first class mail to a guaranty association or foreign 

17 guaranty association which IS or may become obligated as a 

18 result of the lIquidation. 

19 c. By fIrst class mail to all insurance agents of the 

20 Insurer. 

21 d. By first class mail to all persons known or reasonably 

22 expected to have claims against the insurer, including POllCy-

23 holders, by mailing a notice to their last known address as 

24 indicated by the records of the insurer. 

2S e. By publication in a newspaper of general circulation 

26 In the county in which the insurer has its principal place 

27 of business and in other locations as the liqui.dator deems 

28 appropriate. 

29 2. Notice to potential claimants under subsection 1 shall 

30 require claimants to file with the liquidator their claims 

31 together with proper proofs of the claim under section 507C.36 

32 on or before a date the liquidator shall specify in the notice. 

:'33 The liquidator may require persons claiming cash surrender 

34 values or other investment values in life insurance and 

35 annuities to file a claim. Claimants shall keep the liquidator 
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1 informed of changes of address. 

2 3. If notice is given pursuant to this section, the dis-
3 trlbution of assets of the insurer under this chapter shall 
<} be conclusive with respect to claimants, whether or not a 
5 claimant actually received notice. 

6 Sec. 23. NEW SECTION. 507C.23 DUTIES OF AGENTS. 

7 1. A person, who receives notice in the form prescri.bed 
8 .in section 507C. 22 that an insurer which the person represents 

9 as an agent is the subject of a liquidation order, shall 

10 within fifteen days of the notice give notice to each 

11 policyholder or other person named in a policy issued through 
,12 the agent by the insurer of the liquidation order. The notice 
13 shall be sent by first class mail to the last address contained 
14 1n the agent's records if the agent has a record of the address 

IS of the policyholder or other person. A policy is issued 

Ii 

18 

16 through an agent if the agent has a property interest in the 

expiration of the policy, or if the agent has had in the 

agent's possession a copy of the declarations of the poli~y 

19 

20 

21 

2? 

23 

24 

25 

at any time during the l.ife of the policY, except where the 

ownership of the expiration of the policy has been transferred 
to another. The written notice shall include the name and 
address of the insurer, the name and address of the agent, 

identification of the policy impaired and the nature of the 

impairment 

in section 

including 

507C.19. 

termination of coverage, as descl'ibed 

Notice by a general agent satisfies the 

26 notice requirement for an agent under contract to the general 

27 agent. An agent obligated to give notice under this section 

28 shall file a report of compliance with the liquidator. 
29 2. An agent failing to give notice or file a report of 

30 compliance as required in SUbsection 1 may be subject to pay-
31 ment of a penalty of not more than one thousand dollars and 
32 may have the agent's license suspended. The penalty is to 

33 be imposed only after a hearing held by the commissioner. 

34 3. The liquidator may waive the duties imposed by this 

35 section if the liquidator determines that another notice to 
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1 the policyholders of the insurer under liquidation IS adequate. 
2 Sec. 24. NEW SECTION. 507C.24 ACTIONS BY AND AGAINST 

3 LIQUIDATOR. 

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

5 of a domestic insurer or of an alien insurer domiciled in 

6 this state, action at law or equity shall not be brought 

7 against the Insurer or liquidator in this state nor shall 

8 existing actions be maintained or further presented after 

9 issuance of the order. The courts of this state shall give 

10 full faith and credit to injunctions against the liquidator 

11 or the insurer or the continuation of existing actions against 

12 the liquidator or the insurer, when the injunctions are 

13 included in an order to liquidate an insurer issued pursuant 

14 to con:esponding provisions in other states. Whenever in 

15 the liquidator's judgment, protection of the estate of the 

16 Insurer necessitates intervention in an action against the 

17 Insurer that is pending outside this state, the liquidator 

18 may intervene in the action. The liquidator may defend at 

19 the expense of the estate of the insurer an action In which 

20 the liquidator intervenes under this section. 
21 2. Within two years or such additional time as applicable 

22 law may permit, the liquidator may after the issuance of an 

23 order for liquidation institute an action or proceeding on 

24 behalf of the estate of the insurer upon any cause of ac-

25 tion against which the period of limitation fixed by applicable 

26 law has not expired at the time of the filing of the petition 

27 upon which the order is entered. Where a period of limitatIon 

28 is fixed by agreement for instituting a suit or proceeding 

29 upon a claim, or for filing a claim, proof of claim, proof 

30 of loss, demand, notice, or the like, or where in a proceeding 

31 a period of limitation is fixed for taking an action, filing 

32 a claim or pleading, or doing an act, and where in any case 

33 the period had not expired at the date of the filing of the 

34 petition, the liquidator may, for the benefit of the estate, 

35 take any action or do any act, required of or permitted to 
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1 the insurer, within a period of one hundred eighty days sub-
2 sequent to the entry of an order for liquidation, or within 

3 a further period as is shown to the satisfaction of the court 
4 not to be unfairly prejudicial to the other party. 
5 3. A statute of limitations or defense of laches shall 
6 not run with respect to an action against an insurer between 

7 the fuing of a petition for liquidation against an insurer 
8 and the denial of the petition. An action against the insurer 

9 that might have been commenced when the petition was f.i.led 

10 may be commenced for at least sixty days after the petition 
11 15 denied. 

12 4. A guaranty association or foreign guaranty association 

14 

15 

13 shall have standing to appear in a court proceeding concerning 
the liquidation of an insurer if the association is or may 
become liable to act as a result of the liquidation. 

16 

17 

18 

19 

20 

21 

Sec. 25. NEW SECTION. 507C.25 COLLECTION AND LIST OF 

ASSETS. 

1. As soon as practicable after the liquidation order 

bul not later than one hundred twenty days thereafter, the 

llquidator shall prepare in duplicate a list of the insur"er' s 

assets. The list shall be amended or supplemented as the 

22 liquidator may determine. One copy shall be filed in the 
23 office of the clerk of the court and one copy shall be re-
24 tained for the liquidator's files. Amendments and supplements 
25 shall be similarly filed. 
26 2. The liquidator shall reduce the assets to a degree 

27 of liquidity that is consistent with the effective execution 

28 of the liquidation. 

29 3. A submission to the court for disbursement of assets 

30 1n accordance with section S07C.34 fulfills the requirements 
31 of subsection 1. 

32 Sec. 26. NEW SECTION. S07C.26 FRAUDULENT TRANSFERS PRIOR 

33 TO PETITION. 

34 1. A transfer made and an obligation incurred by an in-

35 surer within one year prior to the filing of a successful 
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1 petition for rehabilitation or liquidation under this chapter 

2 is fraudulent as to then existing and future creditors if 

3 made or incurred without fair consideration, or with actual 

4 lntent to hinder, delay, or defraud either existing or future 

S creditors. A fraudulent transfer made or an obligation 

6 incllrred by an insurer ordered to be rehabilitated or 

7 liquidated under this chapter may be avoided by the receiver, 

8 except as to a person who in good faith is a purchaser, lienor, 

9 or obligee for a present fair equivalent value. A purchaser, 

10 lienor, or obligee, who in good faith has given a consideration 

11 less than fair for such transfer, lien, or obligation, may 

12 retain the property, lien or obligation as security for. 
:·"13 repayment. The court may, on due notice, order a fraudulent 

14 transfer or obligation to be preserved for the benefit of 

15 the estate, and in that event, the receiver shall succeed 

16 to and may enforce the rights of the purchaser, lienor, or 
17 obligee. 

18 2. a. A transfer of property other than real property 

19 is made when it becomes perfected so that a subsequent lien 

7.0 obtainable by legal or equitable proceedings on a simple 

21 contract could not become superior to the rights of the 
22 transferee under section 507C.28, sUbsection 3. 

23 b. A transfer of real property is made when it becomes 

24 perfected so that a subsequent bona fide purchaser from the 

2S insurer could not obtain rights superior to the rights of 
26 the transferee. 

2'/ c. A transfer which creates an equitable I ien is not per-

28 fected if there are available means by which a legal lien 
29 could be created. 

30 d. A transfer not perfected prior to the filing of a peti-

.11 tion for liquidation shall be deemed to be made immediately 
32 before the filing of the successful petition. 

33 e. This SUbsection applies whether or not there are or 

34 were creditors who might have obtained a lien or persons who 

35 might have become bona fide purchasers. 
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1 3. A transaction of the insurer with a reinsurer is 

2 fraudulent and may be aVoided by the receiver under subsec-
3 tion 1 if both of the following exist; 
4 

" or 

a. The transaction consists of the termination, adjustment, 

settlement of a reinsurance contract in which the reinsurer 

6 1S released from any part of its duty to pay the originally 
7 specified share of losses that had occurred prior to the time 
8 of the transaction, unless the reinsurer gives a present fair 
9 equivalent value for the release. 

10 b. Part of the transaction took place within one year 

11 prIor to the date of filing of the petition through which 

12 the receivership was commenced. 

13 Sec. 27. NEW SECTION. 507C.27 FRAUDULENT TRANSFER AFTER 
14 PETITION. 

15 1. After a petition for rehabilitation or liquidation 
16 has been filed a transfer of real property of the insurer 
17 made to a person acting in good faith is valid against the 
18 receiver if made for a present fair equivalent value. If 
19 the transfer was not made for a present fair equivalent value, 

20 then the transfer is valid to the extent of the present 

21 consideration actually paid for which amount the transferee 

22 shall have a lien on the property transferred. The 

23 commencement of a proceeding in rehabilitation or liquidation 

24 is constructive notice upon the recording of a copy of the 
25 petItion for or order of rehabilitation or liquidation with 

26 the recorder of deeds in the county where any real property 

27 

28 
29 

30 
31 
32 

33 

34 
35 

in question is located. The exercise by a court of the United 

States or a state or jurisdiction to authorize a judicial 

sale of real property of the insurer within a county in a 
state shall not be impaired by the pendency of a proceeding 

unless the copy is recorded in the county prior to the 

consummation of the judicial sale. 

2. After a petition for rehabilitation or liquidation 
has been filed and before either the receiver takes possessIon 

of the property of the insurer or an order of rehabilitation 
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1 or llquidation is granted: 
2 a. A transfer of the property, other than real property, 

3 of the insurer made to a person acting in good faith is valid 

4 against the receiver if made for a present fair equivalent 

5 value. If the transfer was not made for a present fair 
6 equivalent value, then the transfer is valid to the extent 

7 of t.he present consideration actually paid for which amount 

8 the transferee shall have a lien on the property transferred. 

9 b. If acting in good faith, a person indebted to the 

10 insurer or holding property of the insurer may pay the debt 

11 or deliver the property, or any part thereof, to the insurer 

12 or upon the insurer's order as if the petition were not 

13 pending. 

14 c. A person having actual knowledge of the pending re-

15 habilitation or liquidation is not acting in good faith. 

16 d. A person asserting the validity of a transfer under 

17 this section shall have the burden of. proof. Except as 

18 provided in this section, a transfer by or on behalf of the 

19 insurer after the date of the petition for liquidation by 

20 any person other than the liquidator shall not be valid against 

21 the liquidator. 

22 3. This chapter shall not impair the negotiability of 

23 currency or negotiable instruments. 

24 Sec. 28. NEW SECTION. S07C.28 VOIDABLE PREFERENCES AND 

25 LIENS. 
A preference is a transfer of the property of an 

or for the benefit of a creditor for an antecedent 

28 debt made or suffered by the insurer within one year before 

29 the filing of a successful petition for liquidation under 

26 l. a. 
27 lllsurer to 

30 this chapter, the effect of which transfer may be to enable 

31 the creditor to obtain a greater percentage of this debt than 

32 another creditor of the same class would receive. If a 

33 liquidation order is entered while the insurer is already 

34 subject to a rehabilitation order, then the transfers are 

35 preferences if made or suffered within one year before the 
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1 filing of the successful petition for rehabilitation, or 
2 within two years before the filing of the successful petition 

3 for liquidation, whichever time is shorter. 
4 b. A preference may be avoided by the liquidator if any 
5 of the following exist: 

6 (1) 

7 {2} 

8 filing 
9 (3 ) 

The ~nsurer was insolvent at the time of the transfer. 

The transfer was made within four months before the 

of the petition. 

At the time the transfer was made, the creditor 
10 receiving it or to be benefited by the transfer or the 
11 creditor's agent acting with reference to the transfer had 
12 reasonable cause to believe that the insurer was insolvent 

13 or was about to become insolvent. 

14 (4) The creditor receiving the transfer was an officer, 
15 or an employee, attorney or other person who was in fact in 

16 a position of comparable influence in the insurer to an offlcer 

17 whether or not the person held the position of an officer, 

18 or a shareholder directly or indirectly holding more than 
19 five per centum of a class of an equity security issued by 
20 the insurer, or other person, firm, corporation, association, 

21 or aggregation of persons with whom the insurer did not deal 

22 at arm's length. 
23 c. Where the preference is voidable, the liquidator may 

24 recover the property. If the property has been converted, 

25 the liquidator may recover its value from a person who has 

26 received or converted the property. However, if a bona fide 
27 purchaser or lienor has given less than fair equivalent value, 

28 the purchaser or lienor shall have a lien upon the property 
29 to the extent of the consideration actually given. Where 
30 a preference by way of lien or security interest is voidable, 

31 the court mayan due notice order the lien or security interest 

32 to be preserved for the benefit of the estate, in which event 

33 the lien or title shall pass to the liquidator. 

34 2. a. A transfer of property other than real property 

35 1S made when it becomes perfected so that a subsequent lien 
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1 obtainable by legal or equitable proceedings on a simple 

2 contx"act could not become superior to the rights of the 

3 transferee. 
4 b. A transfer of real property is made when it becomes 

5 perfected so that a subsequent bona fide purchaser from the 

6 insurer could not obtain rights superIor to the rights of 

7 the transferee. 
8 c. A transfer which creates an equitable lien is not per-

9 fected if there are available means by which a legal lien 

10 could be created. 
11 d. A transfer not perfected prior to the filing of a petI-

12 tion for liquidation shall be deemed to be made immediately 

13 before the filing of the successful petition. 

14 e. This subsection applies whether or not there are or 

15 were creditors who might have obtained liens or persons who 

16 might have become bona fide purchasers. 

17 3. a. A lien obtainable by legal or equitable proceed-
18 Ings upon a simple contract is one arising in the ordinary 

19 course of the proceedings upon the entry or docketing of a 

20 judgment or decree, or upon attachment, garnishment, execu-

21 tion, or like process, whether before, upon, or after judgment 

22 or decree and whether before or upon levy. It does not in-

23 clude liens which under applicable law are given a special 

24 priority over other liens which are prior in time. 

25 b. A lien obtainable by legal or equitable proceedings 

26 could become superior to the rights of a transferee, or a 

27 purchaser could obtain rights superior to the rights of a 

28 transferee within the meaning of subsection 2, if such con-

29 sequences would follow only from the lien or purchase itself, 

30 or from the lien or purchase followed by a step wholly within 

31 the control of the respective lienholder or purchaser, with 

32 or without the aid of ministerial action by public officials. 

33 However, a lien could not become superior and a purchase could 

34 not create superior rights for the purpose of subsection 2 

35 through an act subsequent to the obtaining of a lien or 
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1 subsequent to a purchase which requires the agreement or 
2 concurrence of any third party or which requires further 
3 judicial action or ruling. 
4 4. A transfer of property for or on account. of a new and 
5 contemporaneous consideration, which is under subsection 1 

6 made or suffered after the transfer because of delay in 
7 perfecting it, does not become a transfer for or on account 

8 of an antecedent debt if any acts required by the appl~cab1e 

9 law to be performed in order to perfect the transfer as agalnst 

10 liens or bona fide purchasers' rights are performed within 

11 twenty-one days or any period expressly allowed by the law, 
12 whichever is less. A transfer to secure a future loan, if 
13 a loan is actually made, or a transfer IVhich becomes security 
14 for a future loan, shall have the same effect as a transfer 
15 for or on account of a new and contemporaneous consideration. 

16 5. If a lien voidable under subsection 1, paragraph "b" 

17 has been dissolved by the furnishing of a bond or other ob-

18 ligation, the surety on which the bond or obligation has been 

19 indemnified directly or indirectly by the transfer of or the 

20 creation of a lien upon property of an insurer before the 

21 filing of a petition under this chapter which results In a 
22 ilquidation order, the indemnifying transfer or lien is also 

23 voidable. 
24 6. The property affected by a lien voidable under subsec-

25 tions 1 and 5 is discharged from the lien. The property and 
26 any of the indemnifying property transferred to or for the 

27 benefit of a surety shall pass to the liquidator. Hm,/ever, 

28 the court may on due noti.ce order a lien to be preserved for 

29 the benefit of the estate and the court may direct that the 

30 conveyance be executed to evidence the title of the liquidator. 
31 7. The court shall have summary jurisdiction of a pro-
32 ceeding by the liquidator to hear and determine the rights 

33 of parties under this section. Reasonable notice of hearing 

34 In the proceeding shall be given to all parties in interest, 

35 including the obllgee of a releasing bond or other like obliga-
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1 tion. Where an order is entered for the recovery of indemillfy-

2 ing property in kind or for the avoidance of an indemnifying 

3 lien, upon application of any party in interest, the court 

4 shall in the same proceeding ascertain L~e value of the prop­

S erty or lien. If the value is less than the amount for which 

6 the property is indemnity or than the amount of the lien, 

7 the transferee or lienholder may elect to retain the property 

8 or lien upon payment of its value, as ascertained by the 

9 court, to the liquidator within time as the court shall 

8. The liability of a surety under a releasing bond 10 

fix. 

or 

11 other like obligation shall be discharged to the extent of 
12 the value of the indemnifying property recovered or the in-

13 demnifying lien nullified and avoided by the liquidator. 

14 Where the property is retained under subsection 7, the 

15 liability of the surety shall be discharged to the extent 

16 of the amount paid to the liquidator. 

17 9. If a creditor has been preferred for property which 

18 becomes a part of the insurer's estate, and afterward in good 

19 faith gives the insurer further credit without security of 

20 any kind, the amount of the new credit remaining unpaid at 

21 the time of the petition may be set off against the preference 

22 which would otherwise be recoverable from the creditor. 

23 10. If within four months before the filing of a successful 

21 petition for liquidation under this chapter, or at any time 

25 in contemplation of a proceeding to liquidate an insurer 

26 directly or indirectly, pays money or transfers property to 

27 an attorney for services rendered or to be rendered, the 

28 transaction may be examined by the court on its own motion 

29 or shall be examined by the court on petition of the 

30 liquidator. The payment or transfer shall be held valid only 

31 to the extent of a reasonable amount to be determined by the 

32 court. The excess may be recovered by the liquidator for 

33 the benefit of the estate. However, where the attorney is 

34 in a position of influence in the insurer or an affiliate, 

3S payment of any money or the transfer of any property to the 
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1 attorney for services rendered or to be rendered shall be 

2 governed by the provision of subsection 1, paragraph "b", 

3 subparagraph (4). 

4 11. a. An officer, manager, employee, shareholder, member, 

S subscriber, attorney, or any other person acting on behalf 

6 of the insurer who knowingly participates in giving any pre-
7 ference when the person has reasonable cause to believe the 

8 insurer is or is about to become insolvent at the time of 

9 the preference is personally liable to the liguidator for 

10 the amount of the preference. There is an inference that 

11 reasonable cause exists if the transfer was made within four 

12 months before the date of filing of this successful petitlon 

13 for liquidation. 

14 b. A person receiving property from the insurer or the 
15 benefit thereof as a preference voidable under subsection 

16 1 is personally liable for the property and shall account 

17 to the liquidator. 

18 c. This subsection shall not prejudice any other claim 

19 by the liquidator against any person. 

20 Sec. 29. NEW SECTION. S07C.29 CLAIMS OF HOLDERS OF VOID 

21 OR VOIDABLE RIGHTS. 

22 1. A claim of a creditor who has received or acquired 

23 a preference, lien, conveyance, transfer, assignment, or en-

24 cumbrance, voidable under this chapter shall not be allowed 

25 unless the creditor surrenders the preference, lien, con-

26 veyance, transfer, assignment, or encumbrance. If the avoid-

27 ance is effected by a proceeding in which a final judgment 

28 has been entered, the claim shall not be allowed unless the 

29 money is paid or the property is delivered to the liquidator 

30 within thirty days from the date of the entering of the final 

31 judgment. However, the court having jurisdiction over the 

32 liquidation may allow further time if there is an appeal or 

33 other continuation of the proceeding. 

34 2. A claim allowable under subsection 1 by reason of a 

35 voluntary or inVoluntary avoidance, preference, lien, con-
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1 veyance, transfer, assignment, or encumbrance may be filed 

2 as an excused late filing under section S07C.35 if filed 

3 within thirty days from the date of the avoidance or within 

4 the further time 

5 Sec. 30. NEW 

allowed by the court under subsection 1. 

SECTION. 507C.30 SETOFFS AND COUNTERCLAIMS. 

6 1. Except as provided in subsection 2 and section 507C.33 

7 mutual debts or mutual credits between the insurer and another 

8 person ln connection with an action or proceeding under this 

9 chapter shall be set off and the balance only shall be al-

10 lowed or paid. 

11 2. A setoff or counterclaim shall not be allowed ln favor 

12 of a person where any of the following are found: 

13 a. At the date of the filing of a petition for liquida-

14 tion, the obligation of the insurer to the person would not 

15 entitle the person to share as a claimant in the assets of 

16 the insurer. 

17 b. The obligation of the insurer to the person was pur-

18 chased by or transferred to the person with a Vlew to its 

19 belng used as a setoff. 

20 c. The obligation of the person is to pay an assessment 

21 levied against the members or subscribers of the insurer, 

22 or is to pay a balance upon a subscription to the capital 

23 stock of the insurer, or is in any other way in the nature 

24 of a capital contribution. 

25 d. The obligation of the person is to pay premiums whether 

26 earned or unearned to the insurer. 

27 Sec. 31. NEW SECTION. 507C.31 ASSESSMENTS. 

28 1. As soon as practicable but not more than two years 

'29 from the date of an order of liquidation of an insurer issuing 

30 assessable policies, the liquidator shall make a report to 

31 the court setting forth all of the following: 

32 a. The reasonable value of the assets of the insurer. 

33 b. The insurer's probable total liabilities. 

34 c. The probable aggregate amount of the assessment neces-

35 sary to pay claims of creditors and expenses ln full, including 

-37-

• 



S.F. H.F. ,.zSOI ---

1 expenses of administration and costs of collecting the assess-
2 ment. 

3 d. A recommendation as to whether an assessment should 
4 be made and, if so, in what amount. 

5 2. a. Upon the basis of the report provided in subsec-

6 tion 1 and any supplement or amendment to the report, the 
7 court may levy one or more assessments against all members 
8 of the insurer who are subject to assessment. 
9 b. Subject to any applicable legal limits on assess-

10 ability, the aggregate assessment shall be for the amount 

11 that the sum of the probable liabilities, the expenses of 

12 administration, and the estimated cost of collection of the 
13 assessment, exceeds the value of existing assets. Due regard 

14 shall be given to assessments that cannot be collected 
15 economically. 

16 3. After levy of assessment under subsection 2, the 
17 liquldator shall lssue an order directing a member who has 
18 not paid the assessment pursuant to the order to show cause 
19 why the liquidator should not pursue a judgment for the as-

20 sessment. 

21 4. The liquidator shall give notice of the order to show 

22 cause by publicatlon and by first class mail to a member li-

23 able under the order. The notice shall be mailed to the rnem-
24 ber's last known address as it appears on the insurer's re~ords 

25 at least twenty days before the return day of the order to 

26 show cause. 
27 5. a. If a member does not appear and serve duly veri fled 
28 objections upon the liquidator on or before the return day 

29 of the order to show cause under subsection 3, the court shall 

30 order the adjudging member to be liable for the amount of 

31 the assessment plus costs. The liquidator shall have a 

32 judgment against the member for the amount entered in the 
33 order. 

34 b. If on or before the return day, the member appears 

35 and serves duly verifled objections upon the liquidator, the 
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1 commissioner may hear and determine the matter or may appoint 

2 a referee to hear it and make such order as the facts warrant. 

3 If the commissioner determines that the objections do not 

4 warriint relief from assessment, the member may request the 

5 court to review the matter and vacate the order to show cause. 

6 6. The liquidator may enforce an order or collect a judg-
"7 ment under subsection 5 by 

8 Sec. 32. NEW SECTION. 

any lawful means. 

507C.32 REINSURER'S LIABILITY. 

9 Notwithstanding a provision in the reinsurance contract or 

10 other agreement, the amount recoverable by the liquida~or 

11 from reinsurers shall not be reduced as a result of del in-

12 quency proceedings. Payment made directly to an insured or 

13 other creditor shall not diminish the reinsurer's Obligation 

14 to the insurer's estate except when the reinsurance contract 

15 provided for direct coverage of a named insured and the payment 

16 was made in discharge of that obligation. 

17 Sec. 33. NEW SECTION. 507C.33 RECOVERY OF PREMIUMS OWED. 

'18 1. a. A person, other than the insured, responsible for 

19 the payment of a premium is obligated to pay an unpaid premium 

20 [or the full policy term due the insurer at the time of the 

21 declaration of insolvency, whether earned or unearned, as 

22 ::;hown on the records of the insurer. The liquidator shall 

23 also have the right to recover from the person any part of 

24 an unearned premium that represents commission of the person. 

25 Credits or setoffs or both shall not be allowed to an agent, 

26 broker, or premium finance company for amounts advanced to 

27 the insurer by the agent, broker, or premium finance company 

28 on behalf of, but 1n the absence of a payment by, the insured. 

29 b. An insured lS obligated to pay an unpaid earned premium 

30 due the insurer as shown on the records of the insurer at 

31 the time of the declaration of insolvency. 

32 2. Upon satisfactory evidence of a violation of this sec-

33 tion, the commissioner may pursue either one or both of the 
34 following courses of action: 

35 a. Suspend or revoke or refuse to renew the licenses of 
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1 the offending party. 

2 b. Impose a penalty of not more than one thousand dollars 
3 for each act in violation of this section by the party. 

4 3. Before the commissioner shall take any action as set 

5 forth in subsection 2, the commissioner shall give written 

6 notice to the person, company, association, or exchange ac-

7 cused of violating the la'H, stating specifically the nature 
8 of the alleged violation, and fixing a time and place, at 

9 least ten days thereafter, when a hearing on the matter shall 
10 be held. After such hearing, or upon failure of the accused 
II to appear at the hearing, if a violation is found the 

12 commissione.L" shall impose those penal ties under subsection 

13 2 as deemed advisable. 
14 4. When the commissioner shall take action in any or all 

15 of the ways set out in SUbsection 2, the party aggrieved may 

16 appeal from the action to court. 

17 Sec. 34. NEW SECTION. 507C.34 DOMICILIARY LIQUIDATOR'S 

18 PROPOSAL TO DISTRIBUTE ASSETS. 
19 1. within one hundred twenty days of a final determination 

20 of insolvency under this chapter as assets become available, 

21 the liquidator shall make application to the court for ap-
22 proval of a proposal to disburse assets out of marshalled 

23 assets to a guaranty association or foreign guaranty 

24 association having obligations because of the insolvency. 

25 If the liquidator determines that there are insufficient 

26 assets to disburse, the application required by this sectlon 

27 shall be considered satisfied by a filing by the liquidator 

28 stating the reasons for this determination. 
29 2. The proposal shall at least include provisions for 
30 all of the following: 
31 a. Reserving amounts for the payment of all the following: 

32 (1) Expenses of administration. 

33 (2) To the extent of the value of the security held, the 

34 payment of claims of secured creditors. 

35 (3) Claims falling within the priorities established in 
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1 section 507C.42, subsections 1 and 2. 
L b. Disbursement of the assets marshalled to date and sub-

3 sequent disbursement of assets as they beCome available. 

4 c. Equitable allocation of disbursements to each of the 

5 guaranty associations and foreign guaranty associations 

6 entitled to disbursements. 

7 d. The securing by the liquidator from each of the associa-

8 tions entitled to disbursements of an agreement to return 
9 to the liquidator the assets, together with income earned 

10 on assets previously disbursed, as may be required to pay 

11 claims of secured creditors and claims falling within the 

12 priorities established in section S07C.42 in accordance with 

13 the priorities. A bond shall not be required of an 

14 association. 

15 e. A full report to be made by each association to the 

16 liquidator accounting for assets so disbursed to the associa-

17 tlon, all disbursements made from the assets, interest earned 

18 by the association on the assets and any other matter as the 

19 court may direct. 

20 3. The liquidator's proposal shall provide for 

21 disbursements to the associations in amounts estimated at 

22 least equal to the claim payments made or to be made for which 

23 the associations could assert a claim against the liquidator. 

24 The proposal shall provide that if the assets available for 

25 disbursement do not equal or exceed the amount of the claim 

26 payments made or to be made by the association then 

27 disbursements shall be in the amount of available assets. 

28 4. with respect to an insolvent insurer writing life or 

29 health Insurance or annuities, the liquidator's proposal shall 

30 provide for disbursements of assets to a guaranty association 

31 or a foreign guaranty association covering life or health 

32 Insurance or annuities or to any other entity or organization 

33 reinsuring, assuming, or guaranteeing policies or contracts 

34 of insurance under the acts creatlng the associations. 

35 5. Notice of the application shall be given to the assoc~a-
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1 tion ln and to the commissioners of insurance of each of the 

2 states. Notice is given when deposited in the United States 

3 certified mails, first class postage prepaid, at least thirty 

4 days prior to submission of the application to the court. 
5 Action on the application may be taken by the court provided 

6 the required notice has been glven and that the liquidator's 

7 proposal complies with SUbsection 2, paragraphs "a" and "b". 

a Sec. 35. NEW SECTION. 507C.35 FILING OF CLAIMS. 

9 1. Proof of all claims shall be filed with the liquidator 

10 ln the form required by section S07C.36 on or before the last 

11 day for filing specified in the notice required under section 

12 507C.22. However, proof of claims for cash surrender values 

13 or other investment values in life insurance and annuities 
14 need not be filed unless the liquidator expressly so requires. 

15 2. The liquidator may permit a claimant making a late 

16 flling to share in distributions, whether past or future, 

17 as if the claimant were not late, to the extent that the 

18 payment will not prejudice the orderly administration of the 

19 liquidation under any of the following circumstances: 

20 a. The existence of the claim was not known to the claimant 

21 and that the claimant filed the claim as promptly thereafter 

22 as reasonably possible after learning of it. 
23 b. A transfer to a creditor was avoided under sections 

24 S07C.26 through 507C.28, or was voluntarily surrendered under 

25 secton 507C.29, and that the filing satisfies the conditions 

26 of section S07C.29. 

27 c. The valuation under section S07C.41 of security held 

28 by a secured creditor shows a deficiency, which is filed 

29 within thirty days after the valuation. 

30 3. The liquidator shall permit late filing claims to share 

31 in distributions, whether past or future, as if they were 
32 not late, if the claims are claims of a guaranty association 

33 or foreign guaranty association for reimbursement of covered 

34 claims paid or expenses incurred, or both, subsequent to the 

35 last day for f~ling where the payments were made and expenses 
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1 incurred as provided by law. 

2 4. The liquidator may consider any claim filed late which 

3 1S not covered by sUbsection 2, and permit it to receive dis-

4 tributions which are subsequently declared on any claims of 

5 the same or lower priority if the payment does not prejudice 

6 the orderly administration of the liquidation. The late-

7 filing claimant shall receive at each distribution the same 

8 percentage of the amount allowed on the claim as is then being 

9 paid to claimants of any lower priority. This shall continue 

10 until the claim has been paid in full. 

11 Sec. 36. NEW SECTION. 507C.36 PROOF OF CLAIM. 

12 1. Proof of claim shall consist of a statement signed 

13 by the claimant that includes all of the following that are 

14 applicable: 

15 a. The particulars of the claim including the considera-

16 tion given for it. 

17 b. The identity and amount of the security on the claim. 

18 c. The payments, if any, made on the debt. 

19 d. A statement that the sum claimed is justly owing and 

20 that there is no setoff, counterclaim, or defense to the 

21 claim. 

22 e. Any right of priority of payment or other specific 

23 right asserted by the claimant. 

24 f. A copy of the written instrument which 1S the founda-

25 tion of the claim. 

26 g. The name and address of the claimant and the attorney 

27 who represents the claimant, if any. 

28 2. A claim need not be considered or allowed if it does 

29 not contain all the information in subsection 1 which is ap-

30 plicable. The liquidator may require that a prescribed form 

31 be used and may require that other information and documents 

32 be included. 

33 3. At any time the liquidator may request the claimant 

34 to present information or evidence supplementary to that 

35 required under subsection 1 and may take testimony under oath, 
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require production of affidavits or depositions, or otherwise 

obtain additional information or evidence. 

4. A judgment or order against an insured or the insurer 

entered after the date of filing of a successful petition 
for liquidation, or a judgment or order against an insured 
or the insurer entered at any time by default or by collusion 
need not be considered as evidence of liability or of quantum 
of damages. A judgment or order against an insured or the 

insurer entered within four months before the filing of the 

petition need not be considered as evidence of liability or 
of the quantum of damages. 

5. Claims of a guaranty association or foreign guaranty 

association shall be in the form and contain the substantiation 
as may be agreed to by the association and the liquidator. 

Sec. 37. NEW SECTION. 507C.37 SPECIAL CLAIMS. 
16 1. The claim of a third party which is contingent only 
17 on the third party first obtaining a judgment against the 

18 insured shall be considered and allowed as if there were no 

19 such contingency. 
20 2. A claim may be allowed even if contingent, if it is 

21 filed in accordance with section 507c.35. It may be allowed 

22 and the claimant may participate in all distributions de-

23 clared after it is filed to the extent that it does not pre-

24 judice the orderly administration of the liquidation. 
25 3. Claims that are due except for the passage of time 
26 shall be treated as absolute claims are treated. However, 

27 the claims may be discounted at the legal rate of interest. 

28 4. Claims made under employment contracts by directors, 

29 principal officers, or persons in fact performing similar 

30 functions or having similar powers are limited to payment 

31 for services rendered prior to the issuance of an order of 
32 rehabilitation or liquidation under section 507C.13 or 507C.18. 

33 Sec. 38. NEW SECTION. 507C.38 SPECIAL PROVISIONS FOR 

34 THIRD-PARTY CLAIMS. 
35 1. If a third party asserts a cause of action against 
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1 ill\ insured of an insurer in liquidation, the third party may 

2 file a claim with the liquidator. 
3 2. Whether or not the third party files a claim, the in-
4 sured may file a claim on the insured's own behalf in the 
5 liquidation. If the insured fails to file a claim by the 
6 date for filing claims specified in the order of liquidation 
7 or within sixty days after mailing of the notice required 

'8 by section 507C.22, whichever is later, the insured is a late 

9 filer. 
10 3. The liquidator shall make recommendations to the court 

11 under section 507C.42, for the allowance of an insured's claim 
12 under SUbsection 2 after consideration of the probable outcome 

13 of a pending action against the insured on which the claim 
14 is based, the probable damages recoverable in the action and 
15 the probable costs and expenses of defense. After allowance 
16 by the court, the liquidator shall withhold dividends payable 

17 on the claim, pending the outcome of litigation and negotiation 

18 with the insured. If it seems appropriate, the liquidator 

19 shall reconsider the claim on the basis of additional 
20 information and amend the recommendations to the court. The 

21 insured shall be afforded the same notice and opportunity 

22 to be heard on all changes in the recommendation as in its 

23 initial determination. The court may amend its allowance 
24 as it finds appropriate. As claims against the insured are 
25 settled or barred, the insured shall be paid from the amount 

26 withheld the same percentage dividend as was paid on other 
27 claims of like property, based on the lesser of: 

28 a. The amount actually recovered from the insured by ac-

29 tion or paid by agreement plus the reasonable costs and 
30 expenses of defense. 

31 b. The amount allowed on the claims by the court. 

32 After all claims are settled or barred, any sum remaining 
33 from the amount withheld shall revert to the undistributed 

34 assets of the insurer. Delay in final payment under this 
35 subsection shall not be a reason for unreasonable delay of 
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1 final distribution and discharge of the liquidator. 

2 4. If several claims founded upon one policy are filed, 

3 whether by third parties or as claims by the insured under 

4 this section, and the aggregate allowed amount of the claims 

5 to which the same limit of liability in the policy is 

6 applicable exceeds that limit, each claim as allowed shall 
7 be reduced in the same proportion so that the total equals 
8 the policy limit. Claims by the insured shall be evaluated 
9 as in subsection 3. If any insured's claim is subsequently 

10 reduced under SUbsection 3, the amount thus freed shall be 

11 apportioned ratably among the claims which have been reduced 
12 under this subsection. 

13 5. A claim may not be presented under this section if 
14 it lS or may be covered by any guaranty association or foreign 

15 guaranty association. 

16 Sec. 39. NEW SECTION. 507C.39 DISPUTED CLAIMS. 
17 1. If a claim is denied in whole or in part by the 

18 liquidator. written notice of the determination shall be given 
19 to the claimant or the claimant's attorney by first class 
20 mail at the address shown in the proof of claim. Within sixty 

21 days from the mailing of the notice, the claimant may file 

22 objections with the liquidator. Unless a filing is made, 

23 the claimant may not further object to the determination. 

24 2. If objections are filed with the liquidator and the 

25 liquidator does not alter the denial of the claim as a result 

26 of the objections, the liquidator shall ask the court for 
27 a hearing as soon as practicable and give notice of the hearing 

28 by first class mail to the claimant or the claimant's attorney 
29 and to any other persons directly affected. The notice shall 

30 be given not less than ten nor more than thirty days before 

31 the date of the hearing. The matter shall be heard by the 
32 court or by a court-appointed referee. The referee shall 

33 submit findings of fact along with a recommendation. 

34 Sec. 40. NEW SECTION. 507C.40 CLAIMS OF SURETY. If 

35 a creditor whose claim against an insurer is secured in whole 
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1 or in part, by the undertaking of another person, fails to 

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

3 in the creditor's name. The surety shall be subrogated to 

4 the n.ghts of the creditor, whether the claim has been filed 

5 by the creditor or by the surety in the creditor's name to 

6 the extent that the suretv discharges the undertaking. 

7 However, in the absence of an agreement with the creditor 

8 to the contrary, the surety is not entitled to any distribu-

9 tion until the amount paid to the creditor on the undertaking 

10 plus the distributions paid on the claim from the insurer's 

11 estate to the creditor equals the amount of the entire claim 

12 of the creditor. An excess received by the creditor shall 

13 be held by the creditor in trust for the surety. As used 

14 in this section, "surety" is not intended to apply to a 

15 guaranty association or foreign guaranty association. 

16 Sec. 41. NEW SECTION. 507C.41 SECURED CREDITOR'S CLAIMS. 

17 1. The value of security held by a secured creditor shall 

18 be determined in one of the following ways, as the court may 

19 direct: 

20 a. By converting the security into money according to 

21 the terms of the agreement pursuant to which the security 

22 was delivered to the creditors. 

23 b. By agreement, arbitration, compromise or litigation 

24 between the creditor and the liquidator. 

25 2. The determination shall be under the supervision and 

26 control of the court with due regard for the recommendation 

27 of the liquidator. The amount so determined shall be credited 

28 upon the secured claim. A deficiency shall be treated as 

29 an unsecured claim. If the claimant surrenders the security 

30 to the liquidator, the entire claim shall be allowed as if 

31 unsecured. 

32 Sec. 42. NEW SECTION. 507C.42 PRIORITY OF DISTRIBUTION. 

33 The priority of distribution of claims from the insurer's 

34 estate shall be in accordance with the order in which each 

35 class of claims is set forth. Claims in each class shall 
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1 be paid in full or adequate funds retained for the payment 
2 before the members of the next class receive any payment. 
3 Subclasses shall not be established within a class. The order 
4 of distribution of claims is: 

5 1. CLASS 1. The costs and expenses of administration, 
6 including but not limited to the following: 
7 a. The actual and necessary costs of preserving or re-
8 covering the assets of the insurer. 

9 b. Compensation for services rendered in the liquidation. 
10 c. Necessary filing fees. 

11 d. The fees and mileage payable to witnesses. 
12 e. Reasonable attorney's fees. 
13 f. The reasonable expenses of a guaranty association or 
14 foreign guaranty association in handling claims. 

15 2. CLASS 2. Debts due to employees for services performed 
16 to the extent that they do not exceed one thousand dollars 
17 and represent payment for services performed within one year 
18 before the filing of the petition for liquidation. Officers 
19 and directors are not entitled to the benefit of this priority. 
20 The priority is in lieu of other similar priority which may 
21 be authorized by law as to wages or compensation of employees. 
22 3. CLASS 3. Claims under policies for losses incurred, 
23 including third-party claims, claims against the insurer for 
24 liability for bodily injury or for injury to or destruction 
25 of tangible property which are not under policies, and claims 

26 of a guaranty association or foreign guaranty association. 
27 Claims under life insurance and annuity policies, whether 
28 for death proceeds, annuity proceeds, or investment values 
29 shall be treated as loss claims. That portion of a loss, 
30 indemnification for which is provided by other benefits or 
31 advantages recovered by the claimant, shall not be included 
32 in this class, other than benefits or advantages recovered 
33 or recoverable in discharge of familial Obligations of support 

34 or by way of succession at death or as proceeds of life 

35 insurance, or as gratuities. A payment by an employer to 
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1 an employee is not a gratuity. 
2 4. CLASS 4. Claims under nonassessable policies for un-

3 earned prem1um or other premium refunds and claims of general 

4 creditors. 
5 5. CLASS 5. Claims of the federal or any state or local 

6 government. Claims, including those of a governmental body 

7 for a penalty or forfeiture, are allowed in this class only 

8 to the extent of the pecuniary loss sustained from the act, 
9 transaction, or proceeding out of which the penalty or 

10 forfeiture arose, with reasonable and actual costs. The 
11 remainder of such claims shall be postponed to the class of 

12 claims under subsecsection 8. 
13 6. CLASS 6. Claims filed late or any other claims other 

14 than claims under subsections 7 and 8. 

15 7. CLASS 7. Surplus or contribution notes, or similar 

16 obligations, and premium refunds on assessable policies. 

17 Payments to members of domestic mutual insurance companies 

18 1S limited in accordance with law. 
19 8. CLASS 8. The claims of shareholders or other owners. 
20 Sec. 43. NEW SECTION. S07C.43 LIQUIDATOR'S RECOMMENDA-

21 TIONS TO THE COURT. 
22 1. The liquidator shall review claims duly filed in the 

23 liquidation and shall make further investigation as neces-

24 sary. The liquidator may compound, compromise or in any other 

25 manner negotiate the amount for which claims will be 

26 recommended to the court except where the liquidator 1S re-
27 qui red by law to accept claims as settled by a person or or-

28 ganization, including a guaranty association or foreign 

29 guaranty association. Unresolved disputes shall be determined 
30 under section 507C.39. As soon as practicable, the liquidator 
31 shall present to the court a report of the claims against 
32 the insurer with the liquidator's recommendations. The report 

33 shall include the name and address of each claimant and the 

34 amount of the claim finally recommended. If the insurer has 

35 issued annuities or life insurance policies, the liquidator 
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1 shall report the persons to whom, according to the records 

2 of the insurer, amounts are owed as cash surrender values 

3 or other investment value and the amounts owed. 
4 

5 on 

6 

2. The court may approve, disapprove, or modify the report 

claims by the liquidator. Reports not modified by the 
court within sixty days 

7 shall be treated by the 
following submission by the liquidator 

liquidator as allowed claims, subject 

8 to later modification or to rulings made by the court pursuant 

9 to section 507C.39. A claim under a policy of insurance shall 

10 not be allowed for an amount in excess of the applicable 

11 policy limits. 

12 Sec. 44. NEW SECTION. 507C.44 DISTRIBUTION OF ASSETS. 

13 Under the direction of the court, the liquidator shall pay 
14 distributions in a manner that will assure the proper 

15 recognition of priorities and a reasonable balance between 

16 the expeditious completion of the liquidation and the 

17 protection of unliquidated and undetermined claims, including 

18 third-party claims. Distribution of assets in kind may be 

19 made at valuations set by agreement between the liquidator 

20 and the creditor and approved by the court. 

21 Sec. 45. NEW SECTION. 507C.45 UNCLAIMED AND WITHHELD 

22 FUNDS. 

23 1. Unclaimed funds subject to distribution remaining 1n 

24 the liquidator's hands when the liquidator is ready to apply 

25 to the court for discharge, including the amount distributable 

26 to a creditor, shareholder, member, or other person who is 

27 unknown or cannot be found, shall be deposited with the state 

28 treasurer, and shall be paid without interest, except in ac-

29 cordance with section 507C.42, to the person entitled or the 

30 person's legal representative upon proof satisfactory to the 

31 state treasurer of the right to the funds. An amount on de-

32 posit not claimed within six years from the discharge of the 

33 liquidator is deemed to have been abandoned and shall become 

34 the property of the state without formal escheat proceedings 

35 and be deposited with the general fund. 
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1 2. Funds withheld under section 507C.37 and not dis-

2 tributed shall upon discharge of the liquidator be deposited 

3 with the state treasurer and paid in accordance with section 

4 507C.42. Sums remaining which under section 507C.42 would 

5 revert to the undistributed assets of the insurer shall be 

6 transferred to the state treasurer and become the property 

7 of the state under subsection 1, unless the commissioner in 

8 the commissioner's discretion petitions the court to reopen 

9 the liquidation under section 507C.47. 

10 Sec. 46. NEW SECTION. 507C.46 TERMINATION OF PROCEEDINGS. 

11 1. When all assets justifying the expense of collection 

12 and distribution have been collected and distributed under 

13 this chapter, the liquidator shall apply to the court for 

14 discharge. The court may grant the discharge and make any 

15 other orders, including an order to transfer remaining funds 

16 that are uneconomical to distribute, as appropriate. 

17 2. Any other person may apply to the court at any time 

18 for an order under subsection 1. If the application is denied. 

19 the applicant shall pay the costs and expenses including 

20 reasonable attorney's fee of the liquidator in resisting the 

21 application. 

22 Sec. 47. NEW SECTION. 507C.47 REOPENING LIQUIDATION. 

23 At any time after the liquidation proceeding has been 

24 terminated and the liquidator discharged, the commissioner 

25 or other interested party may petition the court to reopen 

26 the proceedings for good cause including the discovery of 

27 additional assets. The court shall order the proceeding 

28 reopened if it is satisfied that there is justification for 

29 the reopening. 

30 Sec. 48. NEW SECTION. 507C.48 DISPOSITION OF RECORDS 

31 DURING AND AFTER TERMINATION OF LIQUIDATION. If it appears 
32 to the commissioner that the records of an insurer in process 

33 of liquidation or completely liquidated are no longer useful, 

34 the commissioner may recommend to the court and the court 

35 shall direct what records shall be retained for future 
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reference and what shall be destroyed. 

Sec. 49. NEW SECTION. 507C.49 EXTERNAL AUDIT OF THE 

RECEIVER'S BOOKS. The court may order audits to be made of 

the books of the commissioner relating to a receivership 
established under this chapter, and a report of each audit 

shall be filed with the commissioner and with the court. 
The books, records, and other documents of the receivership 
shall be made available to the auditor at any time without 
notice. The expense of an audit shall be considered a cost 
of administration of the receivership. 

DIVISION IV 

INTERSTATE RELATIONS 
13 Sec. 50. NEW SECTION. 507C.50 CONSERVATION OF PROPERTY 
14 OF FOREIGN OR ALIEN INSURERS FOUND IN THIS STATE. 

15 1. If a domiciliary liquidator has not been appointed, 
16 the commissioner may apply to the court by verified petition 
17 for an order directing the commission to act as conservator 

18 to conserve the property of an alien insurer not domiciled 
19 in this state or a foreign insurer on any of the following 

20 grounds: 

21 a. Any of the grounds in section 507C.12. 

22 b. That property has been sequestered by official action 

23 ~n the insurer's domiciliary state, or in any other state. 

24 c. That enough of its property has been sequestered ln 
25 a foreign country to give reasonable cause to fear that the 

26 insurer is or may become insolvent. 
27 

28 

d. That both of the following are found: 
(1) That its certificate of authority to do business in 

29 this state has been revoked or that no certificate was ever 

30 issued. 
31 (2) 

32 claims 
33 2. 

34 shall 

35 spond 

That there are residents of this state with outstanding 

or outstanding policies. 

When an order is sought under subsection 1, the court 

cause the insurer to be given notice and time to re-
to the petition as is reasonable under the circumstances. 
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1 3. The court may issue the order in whatever terms it 

2 deems appropriate. The filing or recording of the order with 

3 the clerk of court or the recorder of deeds of the county 

4 in which the principal business of the company is located 

5 or the county in which its principal office or place of 

6 business is located is the same notice as a deed, bill of 
7 sale, or other evidence of title duly filed or recorded with 

8 that recorder of deeds. 
9 4. The conservator may at any time petition for and the 

10 court may grant an order under section 507C.51 to liquidate 

11 assets of a foreign or alien insurer under conservation, or, 

12 for an order under section 507C.53, to be appointed ancillary 

13 recelver. 

14 5. The conservator may at any time petition the court 

15 for an order terminating conservation of an insurer. If the 

16 court finds that the conservation is no longer necessary, 

17 it shall order that the insurer be restored to possession 

18 of its property and the control of its business. The court 

19 may also make such finding and issue such order at any time 

20 upon motion of any interested party, but if the motion 1S 

21 denied costs shall be assessed against the party. 

22 Sec. 51. NEW SECTION. S07C.Sl LIQUIDATION OF PROPERTY 

23 OF FOREIGN OR ALIEN INSURERS FOUND IN THIS STATE. 
24 1. If a domiciliary receiver has not been appointed, the 

25 commissioner may apply to the court by verified petition for 

26 an order directing the commissioner to liquidate the assets 

27 found in this state of a foreign insurer or an alien insurer 

28 not domiciled in this state on any of the following grounds: 

29 a. Any of the grounds in section S07C.12 or S07C.17. 

30 b. Any of the grounds specified in section S07C.SO, sub-

31 section 1, paragraphs "b" through "d". 

32 2. When an order is sought under subsection 1, the court 

33 shall cause the insurer to be given notice and time to respond 

34 to the petition as is reasonable under the circumstances. 

35 3. If it appears to the court that the best interests 
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1 of creditors, policyholders, and the public require, the court 
2 may issue an order to liquidate in whatever terms it deems 

3 appropriate. The filing or recording of the order with the 

4 clerk of the court or the recorder of deeds of the county 

5 in which the principal business of the company IS located 

6 or the county in which its principal office or place of 
7 business is located, is same notice as a deed, bill of sale, 

8 or other evidence of title duly filed or recorded with that 
9 recorder of deeds. 

10 4. If a domiciliary liquidator is appointed in a reciprocal 
11 state while a liquidation is proceeding under this section, 

12 the liquidator under this section shall act as ancillary re-
13 ceiver under section 507C.53. If a domiciliary liquidator 
14 IS appointed in a nonreciprocal state while a liquidation 

15 IS proceeding under this section, the liquidator under this 

16 section may petition the court for permission to act as 

17 ancillary receIver under section 507C.53. 

18 5. On the same grounds as are specified In subsection 
19 1, the commissioner may petition an appropriate federal 
20 district court to be appointed receiver to liquidate that 
21 portion of the insurer's assets and business over which the 

22 court will exercise jurisdiction, or any lesser part that 

23 the commissioner deems desirable for the protection of the 

24 policyholders and creditors in this state. 

25 6. When the commissioner has liquidated the assets of 

27 

28 
29 
30 

26 a foreign or alien insurer under this section, the court may 
order the commissioner to pay claims of residents of this 
state against the insurer under rules as to the liquidation 
of insurers under this chapter as are otherwise compatible 
with this section. 

31 
32 

33 

34 

35 

Sec. 52. NEW SECTION. 507C.52 DOMICILIARY LIQUIDATORS 

IN OTHER STATES. 

1. Except as to special deposits and security on secured 

claims under section 507C.53, subsection 3, the domiciliary 

liquidator of an insurer domiciled in a reciprocal state shall 
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1 be vested with the title to the assets, property, contracts, 

2 and rights of action, agents' balances, books, accounts and 

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

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

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

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

7 vesting shall be the date of entry of the order directing 

8 possession to be taken. The domiciliary liquidator may 

9 immediately recover balances due from agents and obtain 

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

11 insurer located in this state. Subject to section 507C.53, 

12 the domiciliary liquidator may also recover all other assets 

13 of the insurer located in this state. 
14 2. If a domiciliary liquidator is appointed for an insurer 

15 not domicilied in a reciprocal state, the commissioner of 

16 this state shall be vested with the title to the property, 

17 contracts and rights of action, books, accounts and other 

18 records of the insurer located in this state, at the same 

19 time that the domiciliary liquidator is vested with title 

20 in the domicile. The commissioner of this state may petition 

21 for a conservation or liquidation order under section S07C.SO 

22 or S07C.Sl, or for an ancillary receivership under section 

23 S07C.S3, or after approval by the court may transfer title 

24 to the domiciliary liquidator, as the interests of justice 

25 and the equitable distribution of the assets Lequire. 

26 3. Claimants residing in this state may file claims with 

27 the liquidator or ancillary receiver in this state or with 

28 the domiciliary liquidator, if the domiciliary law permits. 

29 The claims shall be filed on or before the last date fixed 

30 for the filing of claims in the domiciliary liquidation 

31 proceedings. 

32 Sec. 53. NEW SECTION. S07C.S3 ANCILLARY FORMAL PRO-

33 CEEDINGS. 

34 1. If a domiciliary liquidator has been appointed for 

35 an insurer not domiciled in this state, the commissioner may 
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1 file a petition with the court requesting appointment as 

2 ancillary receiver in this state if both of the following 

3 exist: 

4 a. If the domiciliary liquidator finds that there are 

5 sufficient assets of the insurer located in this state to 

6 justify the appointment of an ancillary receiver. 

7 b. If the protection of creditors or policyholders ~n 

8 this state so requires. 

9 2. The court may ~ssue an order appointing an ancillary 

10 receiver in whatever terms it deems appropriate. The filing 

11 or recording of the order with the recorder of deeds in this 

12 state is the same notice as a deed, bill of sale, or other 

13 evidence of title duly filed or recorded with that recorder 
14 of deeds. 

15 3. When a domiciliary liquidator has been appointed in 

16 a reciprocal state, then the ancillary receiver appointed 

17 1n this state may aid and assist the domiciliary liquidator 

18 1n recovering assets of the insurer located in this state. 

19 As soon as practicable, the ancillary receiver shall liquidate 

20 from their respective securities those special deposit claims 

21 and secured claims which are proved and allowed in the an-

22 cilIary proceedings in this state. The ancillary receiver 

23 shall pay the necessary expenses of the proceedings and shall 

24 promptly transfer all remaining assets, books, accounts and 

25 records to the domiciliary liquidator. subject to this 

26 section, the ancillary receiver and any deputies have the 

27 same powers and is subject to the same duties with respect 

28 to the administration of assets as a liquidator of an insurer 

29 domiciled in this state. 

30 4. As to assets and books, accounts, and other records 

31 in their respective states, when a domiciliary liquidator 

32 has been appointed in this state, ancillary receivers appointed 

33 in reciprocal states shall have corresponding rights, duties 

34 and powers to those provided in SUbsection 3 for ancillary 

3S receivers appointed in this state. 
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1 Sec. 54. NEW SECTION. 507C.54 ANCILLARY SUMMARY PRO-

2 CEEDINGS. In the sole discretion of the commissioner, the 
3 commissioner may institute proceedings under sections 507C.9 

4 through 507C.ll at the request of the commissioner or other 

5 appropriate insurance official of the domiciliary state of 

6 a foreign or alien insurer having property located in this 

7 state. 
8 Sec. 55. NEW SECTION. 507C.55 CLAIMS OF NONRESIDENTS 

9 AGAINST INSURERS DOMICILED IN THIS STATE. 
10 1. In a liquidation proceeding begun in this state against 

11 an insurer domiciled ln this state, claimants residing in 

12 foreign countries or ln nonreciprocal states shall file claims 

13 in this state, and claimants residing in reciprocal states 

14 shall flle claims either with the ancillary receivers in their 

15 respectlve states or with the domiciliary liquidator. Claims 

16 shall be filed on or before the last date fixed for the filing 

17 of clalms in the domiciliary liquidation proceeding. 

18 2. Claims belonging to claimants residing in reciprocal 

19 states shall be proved either in the liquidation proceeding 

20 in this state as provided in this chapter or in ancillary 

21 proceedings in the reciprocal states. If notice of the claims 

22 and opportunity to appear and be heard lS afforded the 

23 domiciliary liquidator of this state as provided in section 

24 507C.56, subsection 2 with respect to ancillary proceedings, 

25 the final allowance of claims by the courts in ancillary 

26 proceedings in reciprocal states shall be conclusive as to 

27 amount and as to priority against special deposits or other 

28 security located in such ancillary states, but shall not be 

29 conclusive with respect to prlorities against general assets 

30 under section 507C.42. 
31 Sec. 56. NEW SECTION. 507C.56 CLAIMS OF RESIDENTS AGAINST 

32 INSURERS DOMICILED IN RECIPROCAL STATES. 

33 1. In a liquidation proceeding in a reciprocal state 

34 against an insurer domiciled in that state, claimants against 

35 the insurer who reside within this state may file claims 
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1 either with the ancillary receiver in this state, or with 

2 the domiciliary liquidator. Claims shall be filed on or 

3 before the last dates fixed for the filing of cla~ms in the 

4 domiciliary liquidation proceeding. 
S 2. Claims belonging to claimants residing in this state 

6 may be proved either in the domiciliary state under the law 
7 of that state, or in ancillary proceedings in this state. 

8 If a claimant elects to prove the claim 1n this state, the 

9 claimant shall file the claim with the liquidator in the 

10 manner provided in sections 507C.35 and 507C.36. The anc1llary 

11 receiver shall make a reconunendation to the court as under 

12 section 507C.43. The ancillary receiver shall also arrange 

13 a date for hear1ng if necessary under section 507C.39 and 
14 shall give not~ce to the liquidator in the domiciliary state, 

15 either by certified mail or by personal service at least forty 

16 days prior to the date set for hearing. Within thirty days 

17 after the giving of the notice, if the domiciliary liquidator 

18 gives notice in writing either by certified mail or by personal 

19 service to the ancillary rece~ver and to the claimant of an 

20 intention to contest the claim, the domiciliary liquidator 

21 1S entitled to appear or to be represented in a proceeding 

22 in this state involving the adjudication of the claim. 

23 3. The final allowance of the claim by the courts of this 

24 state shall be accepted as conclusive as to amount and as 

25 to priority against special deposits or other security located 

26 in this state. 

27 Sec. 57. NEW SECTION. 507C.57 ATTACHMENT, GARNISHMENT, 

28 AND LEVY OF EXECUTION. An action or proceeding in the nature 

29 of an attachment, garnishment, or levy of execution shall 

30 not be conunenced or maintained 1n this state against the 

31 delinquent insurer or its assets during the pendency in this 

32 or any other state of a liquidation proceeding, whether called 

33 by that name or not. 

34 Sec. 58. NEW SECTION. 507C.58 INTERSTATE PRIORITIES. 

35 1. In a liquidation proceeding in this state involving 
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lone or more reciprocal states, the order of distribution of 

2 the domiciliary state shall control as to claims of residents 

3 of this and reciprocal states. Claims of residents of 
4 reciprocal states shall be given equal priority of payment 

5 from general assets regardless of where the assets are located. 

6 2. The owners of special deposit claims against an in-

7 surer for which a liquidator is appointed in this or any other 

8 state IS given priority against the special deposits in ac-

9 cordance with the statutes governing the creation and mainte-

10 nance of the deposits. If there is a deficiency in a deposit 

11 so that the claims secured by it are not fully discharged 

l2 from it, the claimants may share in the general assets. 

13 However, the sharing shall be deferred until general creditors 

14 and claimants against other special deposits who have received 
IS smaller percentages from their respective special deposits 

16 have been paid percentages of their claims equal to the per-

17 centage paid from the special deposit. 

18 3. The owner of a secured claim against an insurer for 

19 which a liquidator has been appointed in this or any other 

20 state may surrender the security and file the claim as a 

21 general creditor, or the claim may be discharged by resort 

22 to the security in accordance with section 507C.41, in which 

23 case the deficiency shall be treated as a claim against the 

24 general assets of the insurer on the same basis as claims 

25 of unsecured creditors. 

26 Sec. 59. NEW SECTION. S07C.S9 SUBORDINATION OF CLAIMS 

27 FOR NONCOOPERATION. If an ancillary receiver in another state 

28 or foreign country, whether called by that name or not, fails 

29 to transfer to the domiciliary liquidator in this state assets 

30 within the ancillary receiver's control other than special 

31 deposits, diminished only by the expenses of the ancillary 

32 receivership, the claims filed in the ancillary receivership, 

33 other than special deposit claims or secured claims, shall 

34 be placed in the class of claims under section S07C.42, 

35 subsection 7. 
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1 Sec. 60. This Act, being deemed of immediate importance, 

2 takes effect from and after its publication in the Eddyville 

3 Tribune, a newspaper published in Eddyville, Iowa, and in 

4 the Lee Town News, a newspaper published in Des Moines, Iowa. 

5 EXPLANATION 

6 This bill creates a new chapter 507C which provides for 

7 a mechanism for the supervision, rehabilitation, and 1iquida-

8 tion of insolvent insurance companies. 
9 This bill takes effect upon publication. 
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PAGE TNO, MARCH 14, 1984 HOUSE CLIP SHEET 

HOUSE FILE 2501 
.-5627 
-. 1 Amend House File 2501 as follows: 

2 1. Page 2, line 3,'by inserting after the word 
3 "insurance" the words "and any successor in office". 
4 2. Page 3, line 31, by striking the word "part" 
5 and inserting in lieu thereof the word "par". 
6 3. Page 5, by striking lines 8 through 15 and 
7 inserting in lieu thereof the following: 
8 "19. "Transfer" shall include the sale and every 
9 other and different mode, direct or indirect, of 

10 disposing of or of parting with property or with an 
11 interest in the property, or with the posession of 
12 the property or of fixing a lien upon the property 
13 or upon an interest in. the property, absolutely or 
14 conditionally, voluntarily, by or without judicial 
15 proceedings. The retention of a security title to 
16 property delivered to a debtor shall be deemed a 
17 tf:ansfer suffered by a debtor." 

---18 4. By striking page 7, line 31 through page 8, 
19 line 13, and inserting in lieu thereof the following: 
20 "1. An officer, manager, director, trustee, owner, 
21 employee, or agent of an insurer, or any other person 
22 with authority over or in charge of any segment of 
23 the insurer's affairs, shall cooperate with the 

•

4 commissioner in any proceeding under this chapter 
~ or any investigation preliminary to the proceeding. 

o The term "person" as used in this section, shall 
27 include any person who exercises control directly 
28 or indirectly over activities of insurer through any 
29 holding company or other affiliate of the insurer. 
30 "To cooperate" shall include, but shall not be limited 
31 to, the following: 
32 a. To reply promptly in writing to any inquiry 
33 from the commissioner requesting a reply. 
34 b. To make available to the commissioner any 
35 books, accounts, documents, or other records or 
36 information or property of or pertaining to the insurer 
37 and in the commissioner's possession, custody or 
38 control." 
-J9 - 5. Page 20, line 10, by striking the figure 
40 "507C.20" and inserting in lieu thereof the figure 
41 "507C.37". 
42 6. Page 24, line 17, by inserting after the word 
43 "persons" the words "including statutes of limitation, 
44 statutes of fraud, and the defense of usury". 
45 7. Page 25, line 33, by striking the word "may" 
46 and inserting in lieu thereof the words "need not". 
47 8. Page 29, line 13, by striking the words "a 
48 fraudulent" and inserting in lieu thereof the words 
49 "any such". 

9. Page 34, line 5, by striking the figure "I" 
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11-5627 
Page 'Two 

1 and inserting in heu thereof the figure "2". 
2 10. Page 37, line 29, by inserting after the word 
3 "liquidation" the words and figure "under section 
4 507C.18". 
5 11. Page 39, by striking line 18 and inserting 
& in lieu thereof the following: 
7 "1. a. An agent, broker, premium finance company 
8 or any other person responsible for". 
9 12. Page 40, line 1, by inserting after the word 

10 "party" the words "or parties". 
11 13. Page 40, line 3, by inserting after the word 
12 "party" the words "or parties". 
13 14. Page 45, line B, by striking the word "a" 
14 and inserting in lieu thereof the words "an unexcused". 
15 15. Page 49, line 12, by striking the word 
16 "subsecsection" and inserting in lieu thereof the 
17 word "subsection". 

H-';627 FILED VaARCH 13, 1984 
ad~..f .J,f.:,~ {'I' //7,'} 

BY SKOH of Guthrie 
CHIODO of Polk 
HALVORSON of Clayton 

; . 

11-5721 

1 Amend House 
2 1. Page 60, 

H-5721 FILED MARCH 
jd./..J$.bc/~ //';'~) 

t/ \' 

HOUSE FILE 2501 

File 2501 as follows: 
by striking lines 1 through 4. 

15, 1984 BY HALVORSON of Clayton 

i 

., 
" 
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Passed House, 

Vote: Ayes 

HOUSE FILE 

3Y COMMITTEE O~ S~L~ BUSINESS 
AND COM!/iERCE 

DateS-do -6'",/",.//1':-) Passed Senate, Date3-d9_.?'t-(:t.//,:;'1) .., v 
9'1' Nays! Vote: Ayes .18' Nays_...:! __ _ 

Approved _____ ~1n~g~1~d~,~tz~g~<t~---------

A BILL FOR 
1 An Act relating to the supervision, rehabilitation, and 

2 liquidation of insurance companies and providing penalties. 
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1 

2 

DIVISIO~ I 

GEl\ER..'\L PROVISIO)JS 

3 Section 1. NEW SECTION. 507C.l SHORT TITLE--CONSTRUCTICN-

4 PURPOSE. 

S 1. This chapter shall be cited as the "Insurers 

6 Supervision, Rehabilitation, and Liquidation Act". 

7 2. This chapter shall not be interpreted to limit the 

8 powers 

9 3. 

granted the commissioner by any 

This chapter shall be liberally 

10 the purpose stated in subsection 4. 

other law. 

construed to effect 

11 4. The purpose of this chapter is the protection of the 

12 interests of insured, claimants, creditors, and the public, 

13 with minimum interference with the normal prerogatives of 

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

15 following: 

16 a. Early detection of a potentially dangerous condition 

17 In an Insurer and prompt application of appropriate corrective 

18 measures. 

19 b. Improved methods for rehabilitating insurers, involving 

20 the cooperation and management expertise of the insurance 

21 industry. 

22 c. Enhanced efficiency and economy of liquidation, through 

23 clarification of the law, to minimize legal uncertainty and 

24 litigation. 

25 d. Equitable apportionment of any unavoidable loss. 

26 e. Lessening the problems of interstate rehabilitation 

27 and liquidation by facilitating cooperation between states 

28 in the liquidation process, and by extending the scope of 

29 personal jurisdiction over debtors of the insurer outside 

... 30 this state. 

31 f. Regulation of the insurance business by the impact 

32 of the law relating to delinquency procedures and substantive 

33 rules on the entire insurance business. 

34 Sec. 2. NEW SECTION. 507C.2 DEFINITIONS. As used in 

35 this chapter, unless the context otherwise requires: 
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1 1. "Ancillary state" means a state other than a domiciliary 
2 state. 

3 2. "Commissioner" means the commissioner of insurance 
4 and any successor in office. 

S 3. "Creditor" is a person having a claim against an 
6 insurer, whether the claim is matured or unmatured, liquidated 
7 or unliquidated, secured or unsecured, absolute, fixed or 
8 contingent. 

9 4. "Delinquency proceeding" means a proceeding instituted 

10 against an insurer for the purpose of liquidating, 

11 rehabilitating, reorganizing or conserving the insurer, and 

12 a summary proceeding under section 507C.9 or 507C.I0. "Formal 
13 delinquency proceeding" means any liquidation or rehabilitation 
14 proceeding. 

15 5. "Doing business" means any of the following acts, 
16 whether effected by mail or otherwise: 

17 a. The lssuance or delivery of contracts of 1nsurance 

18 to persons resident in this state. 

19 b. The solicitation of applications for the contracts, 

20 or other negotiations preliminary to the execution of the 
21 contracts. 

22 c. The collection of premlums, membership fees, 
23 assessments, or other consideration for the contracts. 
24 d. The transaction of matters subsequent to execution 
25 of the contracts and arising out of them. 

26 e. Operating as an insurer under a license or certificate 
27 of authority issued by the insurance department. 

28 6. "Domiciliary state" means the state in which an insurer 

29 1S incorporated or organized, or, in the case of an alien 
30 insurer, its state of entry. 

31 7. "Fair consideration" is given for property or obligation 
32 when either of the following is present: 
33 a. ~~en in good faith property is conveyed or services 

34 a.:.-e rendered or an obligation is incurred or an antecedent 
35 debt is satisfied in exchange for the property or obligation, 
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, as a fair equivalent therefor, and in good faith. 
2 b. When the property or obligation is received in good 
3 fa~th to secure a present advance or antecedent debt in amount 
4 not disproportionately small as compared to the value of t.'1e 

5 property or obligation obtained. 
6 8. "Foreign country" means another jurisdiction not in 

7 a state. 
8 9. "General assets" means all property, real or personal, 

9 not specifically mortgaged, pledged, deposited, or otherwise 

10 encumbered for the security or benefit of specified persons 

11 or classes or persons. As to specifically encumbered prop-
12 erty, "general assets" includes all property or its proceeds 
13 in excess of the amount necessary to discharge the sum or 
14 sums secured by the property or its proceeds. Assets held 
15 in trust and on deposit for the security or benefit of all 

16 policyholders or all policyholders and creditors, in more 

17 than a single state, shall be treated as general assets. 

18 10. "Guaranty association" means the Iowa insurance 

19 guaranty association created in chapter 515B and any other 

20 similar entity either presently 

21 by the general assembly for the 

existing or to be 

payment of claims 

created 

of insolvent 

22 insurers. "Foreign guaranty association" means a similar 
23 entlty 

24 by the 

25 11. 

26 lowing: 

presently existing in or to be created in the future 
legislature of any other state. 

"Insolvency" or "insolvent" means either of the fol-

27 a. For an insurer that it is unable to pay its obliga-

28 tions when they are due, or when its admitted assets do not 

29 exceed its liabilities plus the greater of: 

30 (1) Any capital and surplus required by law for its or-
31 ganization. 
32 (2) 

33 lssued 
The total £!E or stated value of its authorized and 

capital stock. 
34 b. As to an insurer licensed to do business In this state 

35 as of the effective date of this Act which does not meet the 
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1 standard established under paragraph "a" the term "insolvency" 

2 or "insolvent" shall mean, for a period not to exceed three 

3 years from the effective date of this Act, that it is unable 

4 to pay its obligations when they are due or that its admitted 
5 assets do not exceed its liabilities plus any required capital 
6 contribution ordered by the commissioner under provisions 
7 of the insurance law. 

8 For purposes of this subsection "liabilities" shall include 
9 but not be limited to reserves required by statute or by the 

10 insurance department's rules or specific requirements imposed 

11 by the commissioner upon a company at the time of or subsequent 
12 to admission. 

13 12. "Insurer" means a person who has done, purports to 
14 do, is doing or is licensed to do insurance business, and 

15 is or has been subject to the authority of, or to liquidation, 
16 rehabilitation, reorganization, supervision, or conservation 
17 by an insurance commissioner. For purposes of this chapter, 
18 any other person included under section S07C.3 is an insurer. 

19 13. "Preferred claim" means a claim with respect to which 

20 the terms of this chapter grant priority of payment from the 

21 general assets of the insurer. 

22 14. "Receiver" means receiver, liquidator, rehabilitator, 

23 or conservator as the context requires. 

24 15. "Reciprocal state" means a state other than this state 
25 in which section S07C.18, subsection 1, sections 507C.52 and 
26 507C.53 and sections 507c.S5 through 507C.S7 are in force, 

27 and in which provisions are in force requiring that the 

28 commissioner or equivalent official be the receiver of a 
29 delinquent insurer, and in which some provision exists for 

30 the avoidance of fraudulent conveyances and preferential 

31 transfers. 

32 16. "Secured claim" means a claim secured by mortgage, 
33 trust deed, pledge, deposit as security, escrow, or otherwise, 

34 but not including special deposit claims or claims against 
35 general assets. The term also includes claims which have 
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1 become liens upon specific assets by reason of judicial pro-

2 cess. 

3 17. "Special deposit claim" means a claim secllred by a 

4 deposit made pursuant to statute for the security or benefit 

5 of a limited class or classes of persons, but not including 

6 a claim secured by general assets. 

'7 18. "State" means a state, district, or territory of the 

8 United states and the Panama Canal Zone. 

9 19. "Transfer" shall include the sale and every other 

10 and different mode, direct or indlrect, of disposing of or 

11 of parting with property or with an interest in the property, 

12 or with the posession of the property or of fixing a lien 

13 upon the property or upon an interest in the property, 

14 absolutely or conditionally, voluntarily, by or without 

15 judlcia1 proceedings. The retention of a security title to 

16 property delivered to a debtor shall be deemed a transfer 

17 suffered by a debtor. 

18 Sec. 3. NEW SECTION. 507C.3 APPLICABILITY. This chapter 

19 may be applied to any of the following: 

20 1. Insurers who are doing or have done insurance busi-

21 ness in this state, and against whom claims arising from that 

22 business may exist now or in the future. 

23 2. Insurers who purport to do insurance business in this 

24 state. 

25 3. Insurers who have insureds who are residents ln this 

26 state. 

27 4. Other persons organized or in the process of organizing 

28 with the intent to do insurance business in this state. 

29 5. Nonprofit health service corporations and all fraternal 

30 benefit societies and beneficial societies subject to chapters 

31 512, 512A, and 514. 

32 Sec. 4. NEW SECTION. 507C.4 JURISDICTION ~~ VENUE. 

33 1. A delinquency proceeding shall not be commenced under 

34 this chapter by a person other than the cO~~issloner. A court 

35 shall not have jurisdiction over a proceeding under this 
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1 chapter commenced by a person other than the commissioner. 
2 2. A court shall not have jurisdiction over a petition 

3 praying for the dissolution, liquidation, rehabilitation, 

4 sequestration, conservation or receivership of an insurer, 

5 or praying for an injunction or restraining order or other 

6 relief preliminary to, incidental to or relating to such pro-
7 ceedings other than pursuant to this chapter. 

8 3. A court having jurisdiction of the subject matter has 
9 jurisdiction over a person served pursuant to the Iowa rules 

10 of civil procedure or other applicable provisions in an ac-

11 tion brought by the receiver of a domestic insurer or an alien 
12 insurer domiciled in this state for any of the following: 

13 a. In an action on or incident to an obligation if the 
14 person served is obligated to the insurer in any way as an 

15 incident to an agency or brokerage arrangement that may exist 

16 or has existed between the insurer and the agent or broker. 

17 b. In an action on or incident to a reinsurance contract 

18 if the person served is a reinsurer who has at any time writ-
19 ten a policy of reinsurance for an insurer against which a 

20 rehabilitation or liquidation order is in effect when the 

21 action is commenced, or is an agent or broker of or for the 
22 reinsurer. 

23 c. In an action resulting from a relationship with the 

24 insurer, if the person served is or has been an officer, 

25 manager, trustee, organizer, promoter, or person in a posi-

26 tion of comparable authority or influence in an insurer against 
27 which a rehabilitation or liquidation order is in effect when 
28 the action is commenced. 

29 4. If the court on motion of a party finds that an ac-
30 tion should as a matter of substantial justice be tried in 

31 a forum outside this state, the court may enter an order to 

32 stay the proceedings on the action in this state. 

33 5. All action authorized in this chapter shall be brought 

34 in the district court in Polk county. 

35 Sec. 5. NEW SECTION. 507C.5 INJUNCTIONS AND ORDERS. 

-6-
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1 1. A receiver appointed in a proceeding under this chap-

2 ter may at any time apply for, and any court of general 

3 jurisdiction may grant, restraining orders, prelimInary and 

4 permanent injunctions, and other orders as necessary to prevent 

5 any of the following: 

6 a. The transaction of further business. 

7 b. The transfer of property. 

8 c. Interference with the receiver or with a proceeding 

9 under this chapter. 

10 d. Waste of the insurer's assets. 

11 e. Dissipation and transfer of bank accounts. 

12 f. The institution or further prosecution of any actions 

13 or proceedings. 

14 g. The obtaining of preferences, judgments, attachments, 

15 garnishments, or liens against the insurer, its assets or 

16 its policyholders. 

17 h. The levying of execution against the insurer, its as-

18 sets or its policyholders. 

19 i. The making of a sale or deed for nonpayment of taxes 

20 or assessments that would lessen the value of the assets of 

21 the insurer. 

22 J. The 

23 documents, 

24 Insurer. 

withholding from the receiver of bOOKS, accounts, 

or other records relating to the business of the 

25 k. Any other threatened or contemplated action that might 

26 lessen the value of the insurer's assets or prejudice the 

27 rights of policyholders, creditors, or shareholders, or the 

28 administration of a proceeding under this chapter. 

29 2. A receiver may apply to a court outside of the state 

30 for the relief described in subsection 1. 

31 Sec. 6. NEW SECTION. 507C.6 COOPERATION OF OFFICERS, 

32 OWNERS, AND EMPLOYEES--PENALTY. 

33 1. An officer, manager, director, trustee, owner, employee, 

34 R" -,,"gent of an insurer. or any other person ' .... i t.h authority 

35 over or in charqe of any segment of the insurer's affairs. 
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1 shall cooperate with the commissioner in any proceeding under 
2 this chapter or any investigation pr;limipary tg the 

3 nroceedinq. The term I1peq~ntt as Hsed in thi s sect i gn 5 shall 

4 include any person who exercisrs control dtrectly or indirectly 
5 over activities of insurer thrQuub any holding company or 

6 othe:!:' affiliate of the insurer. "To cooperate" shall include, 
7 but shall not be limited to, the following: 

8 a. To replv promptly in writing to any inquiry from the 

9 COmmissioner requestins a reply. 
10 b. To make available to ~,e commissioner any books. 
11 accounts. documents, or other records or information or 
12 property of or pertaining to the insurer and in the 
13 commissioner'S possession, custody or control. 
14 3. A person shall not obstruct or interfere with the 

15 commissioner in the conduct of a delinquency proceeding or 

16 an investigation preliminary or incidental to a delinquency 
17 

18 

proceeding. 

4. This section does not abridge otherwise existing legal 

19 rights, including the right to resist a petition for liguida-
20 tion, 

21 5. 

other delinquency proceedings, or other orders. 
A person included within SUbsection 2 who fails to 

22 cooperate with the commissioner, or a person who obstructs 

23 or interferes with the commissioner in the conduct of a de-
24 linquency proceeding or an investigation preliminary or In-

25 cidental to a delinquency proceeding, or who violates a valid 

26 order 

27 a. 

the commissioner issued under this chapter 

Guilty of an aggravated misdemeanor; and 

28 b. After a hearing, subject to the imposition 
29 commissioner of a civil penalty not to exceed ten 

is: 

by the 

thousand 

30 dollars and subject to the revocation or suspension of 
31 insurance licenses issued by the commissioner. 
32 Sec. 7. NEW SECTION. 507C.7 BONDS. In a proceeding 

33 under this chapter, the commissioner and the commissioner's 

34 deputies shall be responsible on their official bonds for 
35 the faithful performance of their duties. If the court deems 

-8-



S.F. H.F. ~.6{)1 

1 it desirable for the protection of the assets, it may require 

2 an additional bond from the commissioner or the comm~ssioner's 

3 deputies. The bonds shall oe paid fOr out of ~~e assets of 

4 the insurer as a cost of administration. 

S Sec. 8. NEW SECTION. S07C.8 CONTINUATION OF DELINQUENCY 

6 PROCEEDINGS. A proceeding commenced before the effective 

7 date of this Act shall be deemed to have commenced under this 

8 Act for the purpose of conducting the proceeding thereafter. 

9 However, in the discretion of the commissioner the proceeding 

10 may be continued, in whole or in part, as it would have con-

11 tinued had this Act not been enacted. 
12 DIVISION II 

13 SV~~RY PROCEEDINGS 

14 Sec. 9. NEW SECTION. 507C.9 SUMMARY ORDERS AND SUPER-

15 VISION PROCEEDINGS--PENALTY. 

16 1. If after a hearing held under subsection 5, the com-

17 m~SSloner determines that a domestic insurer has committed 

18 or engaged in, or is about to commit or engage in, an act, 

19 practice, or transaction that would subject it to delinquency 

20 proceedings under this chapter, the commissioner may make 

21 and serve upon the insurer and any other persons involved 

22 orders as are reasonably necessary to correct, eliminate, 

23 or remedy the conduct, condition, or ground. 

24 2. If the commissioner upon reasonable cause determines 

2S that a domestic insurer is in a condition as to render the 

26 continuance of its business hazardous to the public or to 

27 holders of its policies or certificates of insurance or if 

28 the domestic insurer gives its consent then the commissioner 

29 shall do both of the following: 

30 a. Notify the insurer of the determination. 

31 b. Furnish to the insurer a written list of the commis-

32 sioner's requirements to abate the determination. 

33 3. If the commissioner makes a determination to supervlse 

34 an lnsurer subject to an order under subsection 1 or 2, the 

35 commissioner shall notify the insurer that it is under the 
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1 supervision of the commissioner. During the period of super-

2 vision, the commissioner may appoint a supervisor to supervise 

3 the insurer. The order appointing a supervisor shall direct 

4 the supervisor to enforce orders issued under subsections 
5 1 and 2 and may also require that during the period of 
6 supervision, the insurer shall not do any of the following 
7 without the prior approval of the commissioner or the 
8 commissioner's 

9 a. Dispose 

10 ness in force. 

superv1sor: 

of, conveyor encumber its assets or its busi-

11 b. Withdraw from its bank accounts. 
12 c. Lend its funds. 
13 d. Invest its funds. 
14 e. Transfer its property. 

15 f. Incur any debt, obligation or liability. 

16 g. Merge or consolidate with another company. 

17 h. Enter into a new reinsurance contract or treaty. 

18 1. write new or renewal business. 

19 4. An insurer subject to an order under this section shall 

20 comply with the lawful requirements of the commissioner and, 

21 if placed under supervision, shall have sixty days from the 
22 date the supervision order is served within which to comply 
23 with the requirements of the commissioner. If the insurer 
24 fails to comply, the commissioner may institute proceedings 

25 under section 507C.l2 or 507C.17 to have a rehabilitator or 
26 liquidator appointed or extend the period of supervision. 

27 5. The notice of hearing and any order issued pursuant 

28 to SUbsection 1 shall be served upon the insurer pursuant 

29 to chapter 17A. The notice of hearing shall state the time 

30 and place of hearing, and the conduct, condition or ground 
31 upon which the commissioner would base an order. Unless 
32 mutually agreed between the commissioner and the insurer, 
33 the hearing shall occur not less than ten days nor more than 

34 thirty days after notice is served and shall be either in 
35 Polk county or in some other place convenient to the parties 

-10-
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1 to be designated by the commissioner. All hearings under 
2 subsection 1 shall be confidential unless the insurer requests 
3 a public hearing. 

4 6. a. An insurer subject to an order under sUbsection 
5 2 may request a hearing to review that order. The hearing 

6 shall be held as provided in subsection 5. The request for 
7 a hearing shall not stay the effect of the order. 

8 b. If the commissioner issues an order under subsection 

9 2, the insurer may ~aive a commissioner's hearing and apply 

10 for immediate judicial relief by means of any remedy afforded 

11 by law without first exhausting administrative remedies. 
12 Subsequent to a hearing, a party to the proceedings whose 

13 interests are substantially affected is entitled to judicial 
14 

15 

16 

17 

18 

19 

review 

7. 
quest 

to be 
action 

terest 

of any order issued by the commissioner. 

During the period of supervision the insurer may re­

the commissioner to review an action taken or proposed 

taken by the supervisor by specifying the reasons the 

complained of is believed not to be in the best in-
of the insurer. 

If a person has violated a supervision order issued 
this section which was in effect, the person is liable 

22 to pay a civil penalty imposed by the district court not to 
23 exceed ten thousand dollars. 

20 8. 

21 under 

24 9. The commissioner may apply for and any court of 
25 jurisdiction may grant restraining orders, preliminary 

general 

and 
26 permanent injunctions, and other orders as necessary to enforce 
27 a supervision order. 

28 Sec. 10. NEW SECTION. 507C.I0 SEIZURE ORDER. 

29 1. with respect to a domestic insurer the commissioner 

30 may file in the district court a petition alleging all of 
31 ~~e following: 

32 a. That there exist grounds that would justify a court 

33 order for a formal delinquency proceeding against an lnsurer 
34 under this chapter. 

35 b. That the interests of policyholders, creditors, or 
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1 the public will be endangered by delay. 

2 c. The contents of an order deemed necessary by the com-
3 missioner. 

4 2. Upon a filing 

5 ex parte and without 
under subsection 1, the court may issue, 

a hearing, the requested order which 

6 shall direct the commissioner to take possession and control 
7 of all or a part of the property, books, accounts, documents, 
8 and other records of an insurer, and of the premises occupied 

9 by it for transaction of its business, and until further order 

10 of the court enjoin the insurer and its officers, managers, 

11 agents, and employees from disposing of the insurer's property 
12 and from transacting of the insurer's business, except with 

13 the written consent of the commissioner. 

14 3. The court shall specify in the order the duration of 
15 the order. The duration shall be the time the court deems 
16 necessary for the commissioner to ascertain the condition 
l7 of the insurer. upon motion or on its own, the court may 
18 from time to time hold hearings as it deems desirable after 

19 notice as it deems appropriate, and may extend, shorten, or 

20 modify the terms of the seizure order. The court shall vacate 

21 the seizure order if the commissioner fails to commence a 

22 formal proceeding under this chapter after having had a 

23 reasonable opportunity to do so. An order of the court 
24 pursuant to a formal proceeding under this chapter shall 

25 automatically vacate the seizure order. 
26 4. Entry of a seizure order under this section is not 
27 an anticipatory breach of a contract of the insurer. 
28 5. An insurer subject to an ex parte order under this 

29 section may petition the court after the issuance of the order 

30 for a hearing and review of the order. The court shall hold 

31 the hearing and review not more than fifteen days after the 
32 request. A hearing under this subsection may be held pri-

33 vately in chambers. Upon request of the insurer the hearing 

34 shall be held privately in chambers. 
35 6. I f at any time af"ter the issuance of an order under 
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1 this section it appears to the court that a person whose In-

2 terest is or will be substantially affected by the order did 

3 not appear at the hearing and has not been served, the court 

4 may order that notice be given. An order that notice be glven 

5 shall not stay the effect of any order previously issued by 

6 the court. 

7 Sec. 11. NEW SECTION. 507C.ll CONFIDENTIALITY OF HEAR-

8 INGS. Notwithstanding chapter 68A, in all administrative 

9 proceedings pursuant to sections 507C.9 and 507C.IO all records 

10 and documents pertaining to or a part of the record of the 

11 proceedings are confidential except as is necessary to obtain 

12 compliance with a proceeding. However, the records may be 

13 released if either of the following: 

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

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

16 proceeding, the court orders that the records be made public. 
17 DIVISION III 

18 FO~~L PROCEEDINGS 

19 Sec. 12. NEW SECTION. 507C.12 GROUNDS FOR REHABILITA-

20 TION. The commissioner may petition the district court for 

21 an order to rehabilitate a domestic insurer or an alien in-

22 surer domiciled in this state on any of the following grounds: 

23 1. The insurer is in a condition that the further transac-

24 tion of business would be financially hazardous to its policy-

25 holders, creditors, or the public. 

26 2. There is reasonable cause to believe that there has 

27 been embezzlement from the insurer, wrongful sequestration 

28 or diversion of the insurer's assets, forgery or fraud af-

29 fecting the insurer, or other illegal conduct in, by, or with 

30 respect to the insurer that, if established, would endanger 

31 assets in an amount threatening the solvency of the insurer. 

32 3. The insurer has failed to remove a person, whether 

33 an officer, manager, general agent, employee, or other person, 

34 who ln fact has executive authority in the insurer, if the 

35 person has been found after notice and hearing by the com-
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1 missioner to be dishonest or untrustworthy in a way affecting 
2 the insurer's business. 

3 4. Control of the insurer is in a person or persons found 

4 after notice and hearing to be untrustworthy. Control may 
5 be by stock ownership or by other means and may be direct 

6 or indirect. 

7 5. A person who 1n fact has executive authority in the 
8 insurer, whether an officer, manager, general agent, director 
9 or trustee, employee, or other person has refused to be 

10 examined under oath by the commissioner concerning the 
11 insurer's affairs, in this state or elsewhere, and after 

12 reasonable notice of the fact the insurer has failed promptly 

13 and effectively to terminate the employment and status of 
14 the person and all the person's influence on management. 

15 6. After demand by the commissioner under chapter 507 

16 or under this chapter, the insurer has failed to promptly 

17 make available for examination any of its property, books, 
18 accounts, documents, or other records, or those of a subsidiary 
19 or related company within the control of the insurer, or those 
20 of a person having executive authority in the insurer so far 

21 as they pertain to the insurer. 

22 7. Without first obtaining the written consent of the 

23 commissioner, the insurer has transferred, or attempted to 

24 transfer, in a manner contrary to chapter 521 or 521A, sub-

25 stantially its entire property or business, or has entered 

26 into a transaction the effect of which is to merge, 
27 consolidate, or reinsure substantially its entire property 
28 or business in or with the property or business of any other 

29 person. 
30 8. The insurer or its property has been or is the subject 

31 of an application for the appointment of a receiver, trustee, 
32 custodian, conservator or sequestrator or similar fiduciary 

33 of the insurer of its property other ~~an as authorized under 

34 the insurance laws of this state, and the appointment has 

35 been made or is imminent, and the appointment might oust the 
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1 court of this state of jurisdiction or might prejudice orderly 

2 delinquency proceedings under this chapter. 

3 9. within the previous three years the insurer has will-

4 fully violated its charter or articles of incorporation, its 

5 bylaws, an ~nsurance law of this state, or a valid order of 

6 the co~~issioner under section 507C.9. 
7 10. The insurer has failed to pay within sixty days after 

8 the due date an obligation to a state or any subdivision of 

9 a state or a judgment entered in a state, if the court in 

10 which the judgment was entered had jurisdiction over the 

11 subject matter. However, nonpayment shall not be a ground 

12 until sixty days after a good faith effort by the insurer 

13 to contest the obligation has been terminated whether the 

14 effort is before the commissioner or ~n the courts, or the 

15 lnsurer has systematically attempted to compromise or 

16 renegotiate previously agreed settlements with its creditors 

17 on the ground that it is financially unable to pay its 
18 obligations in full. 

19 11. The insurer has failed to file its annual report or 

20 other financial report required within the time allowed and, 

21 after written demand by the commissioner, has failed to ~m-

22 mediately give an adequate explanation. 

23 12. The board of directors or the holders of a majority 

24 of the shares entitled to vote, or a majority of those in-

25 div~duals entitled to the control of those entities request 

26 or consent to rehabilitation under this chapter. 

27 Sec. 13. NEW SECTION. S07C.13 REHABILITATION ORDERS. 

28 1. An order to rehabilitate the business of a domestic 

29 insurer or an alien insurer domiciled in this state shall 

30 appoint the commissioner as the rehabilitator. The order 

31 shall direct the rehabilitator to take possession of the 

32 assets of the insurer, and to administer them under the general 

33 supervision of the court. The filing or recording of the 

34 order with the clerk of the district court or recorder of 

35 deeds of the county in which the principal business of the 
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1 insurer is conducted, or the county in which its principal 
2 office or place of business is located, is the same notice 
3 as a deed, bill of sale, or other evidence of title duly filed 
4 or recorded with that recorder of deeds. The order to 
5 rehabilitate the insurer shall vest title to all assets of 
6 the insurer in the rehabilitator. 

7 2. An order issued under this section shall require ac-

8 counting to the court by the rehabilitator. Accountings shall 

9 be at intervals the court specified in the order. 
10 3. Entry of an order of rehabilitation is not an anticipa-
11 tory breach of a contract of the insurer. 
12 Sec. 14. NEW SECTION. 507C.14 POWERS AND DUTIES OF THE 

13 REHABILITATOR. 

14 1. The commissioner as rehabilitator may appoint one or 
15 more special deputies. The special deputies shall have the 

16 powers and responsibilities of the rehabilitator granted under 

17 this section. The commissioner may employ counsel, clerks, 

18 and assistants as necessary. The compensation of the special 

19 deputy, counsel, clerks, and assistants and all expenses of 

20 taking possession of the insurer and of conducting the 
21 proceedings shall be fixed by the commissioner with the 
22 approval of the court and shall be paid out of the funds or 

23 assets of the Insurer. The persons appointed under this 

24 section shall serve at the pleasure of the commissioner. 
25 If the property of the insurer does not contain sufficient 

26 cash or liquid assets to defray the costs incurred, the 

27 commissioner may advance the costs so incurred out of any 

28 appropriation for the maintenance of the insurance department. 
29 Amounts so advanced for expenses of administration shall be 
30 repaid to the commissioner for the use of the insurance 
31 department out of the first available money of the insurer. 
32 2. The rehabilitator may take action as the rehabilita-

33 tor deems necessary or appropriate to reform and revitalize 

34 the lnsurer. The rehabilitator shall have the powers of the 
35 directors, officers, and m~~agers of the insurer, whose au-
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1 thority shall be suspended, except as the powers are 
2 redelegated by the rehabilitator. The rehabilitator shall 

~ have power to direct and manage, to hire and discharge 

4 employees subject to contract rights the employees may have, 

5 and to deal with the property and business of the insurer. 

6 3. If it appears to the rehabilitator that there has been 

7 criminal or tortious conduct, or breach of a contractual or 

8 flduciary obligation by any person detrimental to the insurer, 

9 the rehabilitator may pursue appropriate legal remedies on 

10 behalf of the insurer. 

11 4. If the rehabilitator determines that reorganization, 
12 consolidation, conversion, reinsurance, merger, or other 

13 transformation of the insurer is appropriate, the rehabilita-

14 tor shall prepare a plan to effect the changes. upon applica-

15 tion of the rehabilitator for approval of the plan, and after 

16 notice and hearings as the court may prescribe, the court 

17 may either approve, disapprove or modify the plan proposed. 

18 Before approving a plan, the court shall find that it is fair 

19 and equitable to all parties concerned. If the plan is ap-

20 proved, the rehabilitator shall carry out the plan. In the 

21 case of a life insurer, if all rights of shareholders are 

22 first relinquished, the plan proposed may include the imposi-

23 tion of liens upon the policies of the company. A plan for 

24 a life insurer may also propose imposition of a moratorium 

25 upon loan and cash surrender rights under policies. 

26 5. The rehabilitator shall have the power under sections 

27 507C.26 and 507C.27 to avoid fraudulent transfers. 

28 Sec. 15. NEW SECTION. 507C.15 ACTIONS BY AND AGAINST 

29 REHABILITATOR. 

30 1. A court, before which an action or proceeding in which 

31 the insurer is a party or is obligated to defend a party is 

32 pending when a rehabilitation order against the insurer is 

33 entered. shall stay the action or proceeding for ninety days 

34 and any additional time as necessary for the rehabilitator 

35 to obtain proper representation w,d prepare for further 
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1 proceedings. The rehabilitator shall take action respecting 

2 the pending litigation as necessary in the interests of justice 

3 and for the protection of creditors, policyholders, and the 

4 pUblic. The rehabilitator shall immediately consider all 
5 litigation pending outside this state and shall petition the 

6 courts having jurisdiction over that litigation for stays 
7 whenever necessary to protect the estate of the insurer. 

S 2. A statute of limitations or defense of laches shall 

9 not run in an action by or against an insurer between the 

10 filing of a petition for appointment of a rehabilitator for 

11 that insurer and the order granting or denying that petition. 

12 An action by or against the insurer that might have been 

13 commenced when the petition was filed may be commenced for 

14 at least sixty days after the order of rehabilitation is 
15 entered or the petition is denied. 

16 3. A guaranty association or foreign guaranty association 

17 covering life or health insurance or annuities shall have 

18 standing to appear in a court proceeding concerning the re-

19 habilitation of a life or health insurer if the association 

20 is or may become liable to act as a result of the rehabilita-

21 tion. 

22 Sec. 16. NEW SECTION. 507C.16 TERMINATION OF REHABILITA-

23 TION. 

24 1. 

25 tempts 
Whenever the commissioner determines that further at­

to rehabilitate an insurer would substantially increase 

26 the risk of loss to creditors, policyholders, or the public, 

27 or would be futile, the commissioner may petition the district 

28 court for an order of liquidation. A petition under this 

29 subsection shall have the same effect as a petition under 

30 section 507C.17. The court shall permit the directors of 

31 the insurer to take actions as are reasonably necessary to 
32 defend against the petition and may order payment from the 

33 estate of the insurer of costs and other expenses of defense 
34 as justice 

35 2. The 
may require. 

rehabilitator may at any time petition the district 
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1 court for an order terminating rehabilitation of an insurer. 

2 The directors of the insurer may petition the court for an 

3 order terminating rehabilitation of the insurer and the court 

4 may order payment from the estate of the insurer of costs 

5 and other expenses of the petition as justice may require. 

6 If the court finds that rehabilitation has been accomplished 

7 and that grounds for rehabilitation under section 507C.12 

8 no longer exist, it shall order that the insurer be restored 

9 to possession of its property and the control of its business. 

10 The court may also terminate the rehabilitation at any time 

11 upon its own motion. 

12 Sec. 17. NEW SECTION. 507C.17 GROUNDS FOR LIQUIDATION. 

13 The commissioner may petition the district court for an order 

14 direct~ng the commissioner to liquidate a domestic insurer 

15 or an alien insurer domiciled in this state on any of the 

16 following grounds: 

17 1. Any ground for an order of rehabilitation specified 

18 in section 507C.12 whether or not there has been a prior order 

19 directing the rehabilitation of the insurer. 

20 2. That the insurer is insolvent. 

21 3. That the insurer ~s in a condition that the further 

22 transaction of business would be hazardous, financially or 

23 otherwise, to its policyholders, its creditors, or the public. 

24 Sec. 18. NEW SECTION. 507C.18 LIQUIDATION ORDERS. 

25 1. An order to liquidate the business of a domestic ~n-

26 surer shall appoint the commissioner as liquidator and shall 

27 direct the liquidator to immediately take possession of the 

28 assets of the insurer and to administer them under the general 

29 supervision of the court. The liquidator shall be vested 

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

31 action and the books and records of the insurer ordered li-

32 qUlda~ed, wherever located, as of the entry of the final order 

33 of liquidation. The filing or recording or the order with 

34 the clerk of the court ~~d the recorder of deeds of the county 

35 in which its principal office or place or business is located, 
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lor, in the case of real estate with the recorder of deeds 

2 of the county where the property is located, shall be notice 

3 as a deed, bill of sale, or other evidence of title duly filed 

4 or recorded with the recorder of deeds. 

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

6 of an insurer and of its creditors, policyholders, share-
7 holders, members and other persons interested in its estate 
8 shall become fixed as of the date of entry of the order of 
9 liquidation, except as provided in sections 507C.19 and 

10 507C.37. 

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

12 domiciled in this state shall be in the same terms and have 

13 the same legal effect as an order to liquidate a domestic 
14 insurer, except that the assets and the business in the United 

15 States shall be the only assets and business included in the 
16 order. 

17 4. At the time of petitioning for an order of liquidation, 
18 or at any time thereafter, the commissioner, after making 
19 appropriate findings of an insurer's insolvency, may petition 

20 the court for a declaration of insolvency. After providing 

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

22 the declaration. 

23 S. An order issued under this section shall require ac-

24 counting to the court by the liquidator. Accountings shall 
2S be at intervals specified in the order. 
26 Sec. 19. NEW SEeTON. S07C.19 CONTINUANCE OF COVERAGE. 

27 1. Except for life or health insurance or annuities, poli-

28 cies in effect at the time of issuance of an order of liquida-

29 tion shall continue in force only for the lesser of: 

30 a. A period of thirty days from the date of entry of the 

31 liquIdation orders. 
32 b. The expiration of the policy coverage. 

33 c. The date when the insured has replaced the insurance 

34 coverage with equivalent insurance in another insurer or 

35 otherwise terminated the policy. 
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~ d. The liquidator has effected a transfer of the policy 

2 obligation pursuant to section 507C.21, subsection 1, para-

3 graph "h". 

4 2. An order or liquidation under section 507C.18 shall 

5 terminate coverages at the time specified in subsection I 

6 for purposes of any other statute. 
7 3. Policies of life or health insurance or annuities shall 

8 continue in force for the period and under terms as is provided 

9 for by any applicable guaranty association or foreign guaranty 

10 association. 

11 4. Policies of life or health insurance or annuities or 

12 any period or coverage of the policies not covered by a 

13 guaranty association or foreign guaranty association shall 

14 terminate under subsections 1 and 2. 
15 Sec. 20. NEW SECTION. S07C.20 DISSOLUTION OF INSURER. 

16 The commissioner may petition for an order dissolving the 

17 corporate existence of a domestic insurer or the united States 

18 branch of an alien insurer domiciled in this state at the 

19 time the commissioner applies for a liquidation order. The 

20 court shall order dissolution of the corporation upon peti-

21 tion by the commissioner upon or after the granting of a 

22 liquidation order. If the dissolution has not previously 

23 been ordered, it shall be effected by operation of law upon 

24 the discharge of the liquidator if the insurer is insolvent. 
25 However, dissolution may be ordered by the court upon the 

26 discharge of the liquidator if the insurer is under a liquida-

27 tion order for some other reason. 

28 Sec. 21. NEW SECTION. S07C.21 POWERS OF LIQUIDATOR. 

29 1. The liquidator may: 

30 a. Appoint a special deputy to act for the liquidator 

31 under this chapter, and to determine the special deputy's 

32 reasonable compensation. The speCial deputy shall have all 

33 powers of the liquidator granted by this section. The special 

34 deputy shall serve at the pleasure of the liquidator. 

• 

35 b. Hire employees and agents, legal counsel, actuaries, ~ 
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1 accountants, appraisers, consultants, and other personnel 
2 as the commissioner may deem necessary to assist in the 
3 liquldation. 

4 c. With the approval of the court fix the reasonable 

5 compensation of employees and agents, legal counsel, actuaries, 

6 accountants, appraisers and consultants. 
7 d. Pay reasonable compensation to persons appointed and 
8 to defray from the funds or assets of the insurer all ex-

9 penses of taking possession of, conserving, conducting, 
10 liquidating, disposing of, or otherwise dealing with the 
11 business and property of the insurer. If the property of 
12 the insurer does not contain sufficient cash or liquid assets 

13 to defray the costs incurred, the commissioner may advance 
14 the costs so incurred out of an appropriation for the mainte-

15 nance of the insurance department. Amounts so advanced for 

16 expenses of administration shall be repaid to the commissioner 

17 for the use of the insurance department out of the first 
18 available moneys of the insurer. 
19 e. Hold hearings, subpoena witnesses, and compel L~eir 

20 attendance, administer oaths, examine a person under oath, 
21 and compel a person to subscribe to the person's testimony 

22 after it has been correctly reduced to writing, and in 

23 connection to the proceedings require the production of books, 

24 papers, records or other documents which the liquidator deems 

25 relevant to the inquiry. 

26 f. Collect debts and moneys due and claims belonging to 
27 the insurer, wherever located. Pursuant to this paragraph, 
28 the liquidator may: 

29 (1) Institute timely action in other jurisdictions to 

30 forestall garnishment and attachment proceedings against 
31 debts. 

32 (2) Perform acts as are necesary or expedient to collect, 
33 conserve or protect its assets or property, including the 

34 power to sell, compound, compromise or assign debts for pur-

35 poses of collection upon terms and conditions as the liquidator 
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1 deems best. 
2 (3) Pursue any creditor's remedies available to enforce 

3 clalms. 

4 g. Conduct public and private sales of the property of 

5 the insurer. 
6 h. Use assets of the estate of an insurer under a liquida-
7 tion order to transfer policy obligations to a solvent assuming 
8 insurer, if the transfer can be arranged without prejudice 
9 to applicable priorities under section 507C.42. 

10 l. Acquire, hypothecate, encumber, lease, improve, sell, 
11 transfer, abandon. or otherwise dispose of or deal with prop-

12 erty of the insurer at its market value or upon terms and 
13 conditions as are fair and reasonable. The liquidator shall 

14 also have power to execute, acknowledge, and deliver deeds, 

15 assignments, releases and other instruments necessary to ef-
16 fectuate a sale of property or other transaction in connection 

17 with the liquidation. 
18 j. Borrow money on the security of the insurer's assets 
19 or without security and to execute and deliver documents 

20 necessary to that transaction for the purpose of facilitating 

21 the liquidation. 

22 k. Enter into contracts as are necessary to carry out 

23 the order to liquidate and to affirm or disavow contracts 

24 to which the insurer is a party. 
25 1. Continue to prosecute and to institute in the name 

26 of the insurer or in the liquidator's own name any and all 

27 suits and other legal proceedings, in this state or elsewhere, 

28 and to abandon the prosecution of claims the liquidator deems 
29 unprofitable to pursue further. If the insurer lS dissolved 

30 under section 507C.20, the liquidator may apply to any court 
31 in this state or elsewhere for leave to substitute the 
32 liquidator for the insurer as plaintiff. 

33 m. Prosecute an action on behalf of the creditors, members, 
34 policyholders or shareholders of the insurer against an offi-

35 cer of the insurer, or any other person. 
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1 n. Remove records and property of the insurer to the of-
2 fices of the commissioner or to other place as may be con-
3 venient for the purposes of efficient and orderly execution 
4 of the liquidation. A guaranty association or foreign guaranty 
5 association shall have reasonable access to the records of 
6 the insurer as necessary to carry out the guaranty's statutory 

7 obligations. 
o. Deposit 8 in one or more banks in this state sums as 

9 are required for meeting current administration expenses and 

10 dividend distributions. 
11 p. Unless the court orders otherwise, invest funds not 
12 currently needed. 

13 q. File necessary documents for record in the office of 
14 a recorder of deeds or record office in this state or elsewhere 

15 where property of the insurer is located. 

16 r. Assert defenses available to the insurer as against 

17 third persons including statutes of limitation, statutes of 

18 fraud, and the defense of usury. A waiver of a defense by 

19 the insurer after a petition in liquidation has been filed 
20 shall not bind the liquidator. If a guaranty association 

21 or foreign guaranty association has an obligation to defend 
22 a suit, the liquidator shall defer to the obligation and may 

23 defend only ln the absence of a defense by the guaranty 

24 association. 
25 s. Exercise and enforce the rights, remedies, and powers 

26 of a creditor, shareholder, policyholder, or member, including 

27 the power to avoid a transfer or lien that may be given by 
28 the general law and that is not included with sections 507C.26 

29 through 507C.28. 

30 t. Intervene In a proceeding wherever instituted that 
31 might lead to the appointment of a receiver or trustee, and 
32 act as the receiver or trustee whenever the appointment is 
33 offered. 

34 u. Enter into agreements with a receiver or commissioner 

35 of insurance of any other state relating to the rehabilita-
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1 tion, liquidation, conservation or dissolution of an insurer 
2 doing business in both states. 
3 v. Exercise powers now held or hereafter conferred upon 

4 receivers by the laws of this state not inconsistent with 

5 thl.s chapter. 

6 2. This section does not limit the liquidator or exclude 
7 the liquidator to exercise a power not listed in subsection 

8 1 that may be necessary or appropriate to accomplish the pur-

9 poses of this chapter. 
10 Sec. 22. NEW SECTION. S07C.22 NOTICE TO CREDITORS AND 
11 OTHERS. 
12 1. Unless the court otherwise directs, the liquidator 

13 shall give notice of the liquidation order as soon as pos-
14 sible by doing all of the fOllowing: 

15 a. By first class mail and either by telegram or telephone 

16 to the insurance commissioner of each jurisdiction in which 

17 the insurer is doing business. 

18 b. By first class mail to a guaranty association or foreign 

19 guaranty association which 1S or may become obligated as a 
20 result of the liquidation. 

21 c. By first class mail to all insurance agents of the 
22 lnsurer. 

23 d. By first class mail to all persons known or reasonably 

24 expected to have claims against the insurer, including policy-
25 holders, by mailing a notice to their last known address as 

26 indicated by the records of the insurer. 

27 e. By publication in a newspaper of general circulation 
28 in the county in which the insurer has its principal place 
29 of business and in other locations as the liquidator deems 
30 appropriate. 

3l 2. Notice to potential claimants under subsection 1 shall 
32 require claimants to file wiU1 the liquidator their claims 

33 together wi t..l-j proper proofs of the claim under section 507C. 36 

34 on or before a date the liquidator shall specify in the notice. 

35 The liquidator need not re~~ire persons claiming cash surrender 
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1 values or other investment values in life insurance and 

2 annuities to file a claim. Claimants shall keep the liquidator 

3 informed of changes of address. 

4 3. If notice is given pursuant to this section, the dis-

5 tribution of assets of the insurer under this chapter shall 

6 be conclusive with respect to claimants, whether or not a 

7 claimant actually received notice. 

8 Sec. 23. NEW SECTION. 507C.23 DUTIES OF AGENTS. 

9 1. A person, who receives notice in the form prescribed 

10 in section 507C.22 that an insurer which the person represents 

11 as an agent is the subject of a liquidation order, shall 

12 within fifteen days of the notice give notice to each 

13 policyholder or other person named in a policy issued through 

14 the agent by the insurer of the liquidation order. The notice 

15 shall be sent by first class mail to the last address contained 

16 in the agent's records if the agent has a record of the address 

17 of the policyholder or other person. A policy is issued 

18 through an agent if the agent has a property interest in the 

19 expiration of the policy, or if the agent has had in the 

20 agent's possession a copy of the declarations of the policy 
21 at any time during the life of the policy, except where the 

22 ownership of the expiration of the policy has been transferred 

23 to another. The written notice shall include the name and 

24 address of the insurer, the name and address of the agent, 

25 identification of the policy impaired and the nature of the 

26 impairment including termination of coverage, as described 

27 in section 507C.19. Notice by a general agent satisfies the 

28 notice requirement for an agent under contract to the general 

29 agent. An agent obligated to give notice under this section 

30 shall file a report of compliance with the liquidator. 

31 2. An agent failing to give notice or file a report of 

32 compliance as required in subsection 1 may be subject to pay-

33 ment of a penalty of not more than one thousand dollars and 

34 may have the agent's license suspended. The penalty is to 

3S be imposed only after a hearing held by the commissioner. 
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1 3. The liquidator may waive the duties imposed by this 
2 section if the liquidator determines that another notice to 
3 the policyholders of the insurer under liquiaation is adequate. 
4 Sec. 24. NEW SECTION. S07C.24 ACTIONS BY AND AGAINST 

5 LIQUIDATOR. 

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

7 of a domestic insurer or of an alien insurer domiciled in 
8 this state, action at law or equity shall not be brought 

9 against the 1nsurer or liquidator in this state nor shall 
10 existing actions be maintained or further presented after 

11 1ssuance of the order. The courts of this state shall give 

12 full faith and credit to injunctions against the liquidator 
13 or the insurer or the continuation of existing actions against 
14 the liquidator or the insurer, when the injunctions are 

15 included in an order to liquidate an insurer issued pursuant 

16 to corresponding provisions in other states. Whenever in 

17 the liquidator's judgment, protection of the estate of the 

18 insurer necessitates intervention in an action against the 

19 1nsurer that is pending outside this state, the liquidator 

20 may intervene in the action. The liquidator may defend at 
21 the expense of the estate of the insurer an action in which 

22 the liquidator intervenes under this section. 
23 2. Within two years or such additional time as applicable 
24 law may permit, the liquidator may after the issuance of an 

25 order for liquidation institute an action or proceeding on 

26 behalf of the estate of the insurer upon any cause of ac-

27 tion against which the period of limitation fixed by applicable 

28 law has not expired at the time of the filing of the petition 
29 upon which the order is entered. Where a period of limitation 

30 is fixed by agreement for instituting a suit or proceeding 
31 upon a claim, or for filing a Claim, proof of claim, proof 
32 of loss, demand, notice, or ~~e like, or where in a proceeding 

33 a period of limitation is fixed for taking an action, filing 

34 a claim or pleading, or doing an act, and where in any case 
35 Lhe period had not expired at the date of the filing of the 
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1 petition, the liquidator may, for the benefit of the estate, 

2 take any action or do any act, required of or permitted to 

3 the insurer, within a period of one hundred eighty days sub-

4 sequent to the entry of an order for liquidation, or within 
5 a further period as is shown to the satisfaction of the court 

6 not to be unfairly prejudicial to the other party. 
7 3. A statute of limitations or defense of laches shall 
8 not run with respect to an action against an insurer between 
9 the filing of a petition for liquidation against an insurer 

J.O and the denial of the petition. An action against the insurer 

11 that might have been commenced when the petition was filed 
12 may be commenced for at least sixty days after the petition 
13 is denied. 

14 4. A guaranty association or foreign guaranty association 

15 shall have standing to appear in a court proceeding concerning 
16 the liquidation of an insurer if the association is or may 
17 become liable to act as a result of the liquidation. 
18 Sec. 25. NEW SECTION. 507C.25 COLLECTION AND LIST OF 
19 ASSETS. 

20 1. As soon as practicable after the liquidation order 

21 but not later than one hundred twenty days thereafter, the 

22 liquidator shall prepare in duplicate a list of the insurer's 

23 assets. The list shall be amended or supplemented as the 

24 liquidator may determine. One copy shall be filed in the 
25 office of the clerk of the court and one copy shall be re-
26 tained for the liquidator's files. Amendments and supplements 
27 shall be similarly filed. 

28 2. The liquidator shall reduce the assets to a degree 
29 of liquidity that is consistent with the effective execution 
30 of the liquidation. 
31 3. A submission to the court for disbursement of assets 
32 ln accordance with section 507C.34 fulfills the requirements 
33 of subsection 1-

34 Sec. 26. NEW SECTION. 507C.26 FRAUDULENT TRANSFERS PRIOR 
35 TO PETITION. 
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1 1. 

2 surer 

A transfer made and an obligation lncurred by an in­

within one year prior to the filing of a successful 

3 petition for rehabilitation or liquidation under this chapter 

4 1S fraudulent as to ~~en existing and future creditors if 

5 made or incurred without fair consideration, or with actual 
6 intent to hinder, delay, or defraud either existing or future 
7 creditors. A fraudulent transfer made or an obligation 

8 incurred by an insurer ordered to be rehabilitated or 
9 liquidated under this chapter may be avoided by the receiver, 

10 except as to a person who in good faith is a purchaser, lienor, 

11 or obligee for a present fair equivalent value. A purchaser, 

12 lienor, or obligee, who in good faith has given a consideration 

13 less than fair for such transfer, lien, or obligation, may 
14 retain the property, lien or obligation as security for 
15 repayment. The court may, on due notice, order any such 
16 transfer or obligation to be preserved for the benefit of 

17 the estate, and in that event, the receiver shall succeed 

18 to and may enforce the rights of the purchaser, lienor, or 
19 obligee. 

20 2. a. A transfer of property other than real property 

21 1S made when it becomes perfected so that a subsequent lien 

22 obtainable by legal or equitable proceedings on a simple 

23 contract could not become superior to the rights of the 
24 transferee under section 507C.28, subsection 3. 
25 b. A transfer of real property is made when it becomes 
26 perfected so that a subsequent bona fide purchaser from the 

27 insurer could not obtain rights superior to the rights of 
28 the transferee. 

29 c. A transfer which creates an equitable lien is not per-
30 fected if there are available means by which a legal lien 
31 could be created. 

32 d. A transfer not perfected prior to the filing of a peti-

33 tion for liquidation shall be deemed to be made immediately 
34 before the filing of the successful petition. 

35 e. This subsection applies whether or not there are or 
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1 were creditors who might have obtained a lien or persons who 
2 might have become bona fide purchasers. 
3 3. A transaction of the insurer with a reinsurer is 

4 fraudulent and may be avoided by the receiver under subsec-

5 tion 1 if both of the following exist: 

6 a. The transaction consists of the termination, adjusb~ent, 

7 or settlement of a reinsurance contract in which the reinsurer 

8 lS released from any part of its duty to pay the originally 
9 specified share of losses that had occurred prior to the time 

10 of the transaction, unless the reinsurer gives a present fair 
11 equivalent value for the release. 
12 b. Part of the transaction took place within one year 
13 prior to the date of filing of the petition through which 
14 the receivership was commenced. 

15 Sec. 27. NEW SECTION. 507C.27 FRAUDULENT TRANSFER AFTER 
16 PETITION. 

17 1. After a petition for rehabilitation or liquidation 

18 has been filed a transfer of real property of the insurer 
19 made to a person acting in good faith is valid against the 
20 receiver if made for a present fair equivalent value. If 

21 the transfer was not made for a present fair equivalent value, 
22 then the transfer is valid to the extent of the present 

23 consideration actually paid for which amount the transferee 

24 shall have a lien on the property transferred. The 
25 commencement of a proceeding in rehabilitation or liquidation 

26 is constructive notice upon the recording of a copy of the 

27 petition for or order of rehabilitation or liquidation with 
28 the recorder of deeds In the county where any real property 
29 in question is located. The exercise by a court of the united 
30 States or a state or jurisdiction to authorize a judicial 
31 sale of real property of the insurer within a county in a 
32 state shall not be impaired by the pendency of a proceeding 

33 unless the copy is recorded in the county prior to the 

34 consummatlon of the judicial sale. 

35 2. After a petition for rehabilitation or liquidation 
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1 has been filed and before either the receiver takes possession 

2 of the property of the insurer or an order of rehabilitation 

3 or llquidation is granted: 
4 a. A transfer of the property, other than real property, 

5 of the insurer made to a person acting in good faith is valid 

6 against the recelver if made for a present fair equivalent 

7 value. If the transfer was not made for a present fair 

8 equivalent value, then the transfer is valid to the extent 

9 of the present consideration actually paid for which amount 

10 the transferee shall have a lien on the property transferred. 

11 b. If acting in good faith, a person indebted to the 

12 insurer or holding property of the insurer may pay the debt 

13 or deliver the property, or any part thereof, to the insurer 

14 or upon the insurer's order as if the petition were not 

15 pending. 

16 c. A person having actual knowledge of the pending re-

17 habilitation or li~uidation is not acting in good faith. 

18 d. A person asserting the validity of a transfer under 

19 this section shall have the burden of proof. Except as 

20 provlded in this section, a transfer by or on behalf of the 

21 insurer after the date of the petition for liquidation by 

22 any person other than the liquidator shall not be valid against 

23 the liguidator. 

24 3. This chapter shall not impair the negotiability of 

25 currency or negotiable instruments. 

26 Sec. 28. NEW SECTION. 507C.28 VOIDABLE PREFERENCES AND 

27 LIENS. 

28 1. a. A preference is a transfer of the property of an 

29 insurer to or for the benefit of a creditor for an antecedent 

30 debt made or suffered by the insurer wiL~in one year before 

31 the filing of a successful petition for liquidation under 

32 this chapter, the effect of which transfer may be to enable 

33 the creditor to obtain a greater percentage of this debt than 

34 another creditor of the same class would receive. If a 

35 liquidation order is entered while the insurer is already 
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1 subject to a rehabilitation order, then the transfers are 
2 preferences if made or suffered within one year before the 
3 filing of the successful petition for rehabilitation, or 
4 within two years before the filing of the successful petition 

5 for liquidation, whichever 
6 b. A preference may be 
7 of the following exist: 

time is shorter. 

avoided by the liquidator if any 

8 (1) 

9 (2) 

10 filing 

The insurer was insolvent at the time of the transfer. 
The transfer was made within four months before the 

of the petition. 
11 (3) At the time the transfer was made, the creditor 

12 receiving it or to be benefited by the transfer or the 
13 creditor's agent acting with reference to the transfer had 
14 reasonable cause to believe that the insurer was insolvent 

15 or was about to become insolvent. 

16 (4) The creditor receiving the transfer was an officer, 

17 or an employee, attorney or other person who was in fact in 
18 a position of comparable influence in the insurer to an officer 

19 whether or not the person held the position of an officer, 

20 or a shareholder directly or indirectly holding more than 
21 five per centum of a class of an equity security issued by 

22 the insurer, or other person, firm, corporation, association, 
23 or aggregation of persons with whom the insurer did not deal 

24 at arm's length. 
25 c. Where the preference is voidable, the liquidator may 

26 recover the property. If the property has been converted, 
27 the liquidator may recover its value from a person who has 

28 received or converted the property. However, if a bona fide 

29 purchaser or lienor has given less than fair equivalent value, 

30 the purchaser or lienor shall have a lien upon the property 
31 to the extent of the consideration actually given. Where 
32 a preference by way of lien or security interest is voidable, 

33 the court may on due notice order the lien or security interest 
34 to be preserved for the benefit of the estate, in which event 

35 the lien or title shall pass to the liquidator. 
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2. a. A transfer of property other than real property 
2 is made when it becomes perfected so that a subsequent lien 
3 obtainable by legal or equitable proceedings on a simple 

4 contract could not become superior to the rights of the 

5 transferee. 
6 b. A transfer of real property is made when it becomes 
7 perfected so that a subsequent bona fide purchaser from the 

8 insurer could not obtain rights superior to the rights of 

9 the transferee. 
10 c. A transfer which creates an equitable lien is not per-
11 fected if there are available means by which a legal lien 

12 could be created. 
l3 d. A transfer not perfected prior to the filing of a peti-
14 tion for liquidation shall be deemed to be made immediately 

15 before the filing of the successful petition. 

16 e. This subsection applies whether or not there are or 
17 were creditors who might have obtained liens or persons who 

18 might have become bona fide purchasers. 

19 3. a. A lien obtainable by legal or equitable proceed-

20 ings upon a simple contract is one arising in the ordinary 
21 course of the proceedings upon b~e entry or docketing of a 
22 judgment or decree, or upon attachment, garnishment, execu-

23 tion, or like process, whether before, upon, or after judgment 

24 or decree and whether before or upon levy. It does not in-

25 clude liens which under applicable law are given a special 

26 priority over 

27 b. A lien 
other liens which are prior in time. 

obtainable by legal or equitable proceedings 
28 could become superior to the rights of a transferee, or a 

29 purchaser could obtain rights superior to the rights of a 
30 transferee within the meaning of subsection 2, if such con-
31 sequences would follow only from the lien or purchase itself, 
32 or from the lien or purchase followed by a step wholly within 

33 the control of the respective lienholder or purchaser, wi~~ 

34 or without the aid of ministerial action by public offiClals. 

35 However, a lien could not become superior and a purchase could 
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1 not create superior rights for the purpose of subsection 1-
2 through an act subsequent to the obtaining of a lien or 

3 subsequent to a purchase which requlres the agreement or 

4 concurrence of any third party or which requires further 

5 judicial action or ruling. 

6 4. A transfer of property for or on account of a new and 

7 contemporaneous consideration, which is under subsection 2 

8 made or suffered after the transfer because of delay in 

9 perfecting it, does not become a transfer for or on account 

10 of an antecedent debt if any acts required by the applicable 

11 law to be performed in order to perfect the transfer as against 

12 liens or bona fide purchasers' rights are performed within 

13 twenty-one days or any period expressly allowed by the law, 

14 wh1chever is less. A transfer to secure a future loan, if 

15 a loan is actually made, or a transfer which becomes security 

16 for a future loan, shall have the same effect as a transfer 

17 for or on account of a new and contemporaneous consideration. 

18 5. If a lien voidable under subsection 1, paragraph "b" 

19 has been dissolved by the furnishing of a bond or other ob-

20 ligation, the surety on which the bond or obligation has been 

21 indemnified directly or indirectly by the transfer of or the 

22 creation of a lien upon property of an insurer before the 

23 filing of a petition under this chapter which results in a 

24 liquidation order, the indemnifying transfer or lien is also 
25 voidable. 

26 6. The property affected by a lien voidable under subsec-

27 tions 1 and 5 is discharged from the lien. The property and 

28 any of the indemnifying property transferred to or for the 

29 benefit of a surety shall pass to the liquidator. However, 

30 the court may on due notice order a lien to be preserved for 

3l the benefit of the estate and the court may direct that the 

32 conveyance be executed to evidence the title of the liquidator. 

33 7. The court shall have summary jurisdiction of a pro-

34 ceeding by the liquidator to hear and determine the rights 

35 of parties under this section. Reasonable notice of hearing 
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1 in the proceeding shall be given to all parties in interest, 

2 including the obligee of a releasing bond or other like obliga-

3 tion. 'Where an order is entered for the recovery of indemnify-

4 ing property ~n kind or for the avoidance of an indemnifying 
5 lien, upon application of any party in interest, the court 

6 shall in the same proceeding ascertain the value of the prop-
7 erty or lien. If the value is less than the amount for which 
8 the property is indemnity or than the amount of the lien, 

9 the transferee or lienholder may elect to retain the property 

10 or lien upon payment of its value, as ascertained by the 

11 court, to the liquidator within time as the court shall fix. 
12 8. The liability of a surety under a releasing bond or 

13 other like obligation shall be discharged to the extent of 
14 the value of the indemnifying property recovered or the in-

15 demnifying lien nullified and avoided by the liquidator. 

16 Where the property is retained under subsection 7, the 
17 liability of the surety shall be discharged to the extent 

18 of the amount paid to the liquidator. 

19 9. If a creditor has been preferred for property which 

20 becomes a part of the insurer's estate, and afterward in good 

21 faith gives the insurer further credit without security of 

22 any kind, the amount of the new credit remaining unpaid at 

23 the time of the petition may be set off against the preference 
24 which would otherwise be recoverable from the creditor. 
25 10. If within four months before the filing of a successful 

26 petition for liquidation under this chapter, or at any time 
27 in contemplation of a proceeding to liquidate an insurer 

28 directly or indirectly, pays money or transfers property to 

29 an attorney for services rendered or to be rendered, the 

30 transaction may be examined by the court on its own motion 
31 or shall be examined by the court on peti tion of the 
32 liqUidator. The payment or traIls fer shall be held valid only 
33 to the extent of a reasonable amount to be determined by the 
34 court. The excess may be recovered by the liquidator for 
35 the benefit of the estate. However, where the attorney 1S 
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1 in a position of influence in the insurer or an affiliate, 

2 payment of any money or the transfer of any property to the 

3 attorney for services rendered or to be rendered shall be 

4 governed by the provision of subsection 1, paragraph "b", 

S subparagraph (4). 

6 11. a. An officer, manager, employee, shareholder, member, 

7 subscriber, attorney, or any other person acting on behalf 

8 of the insurer who knowingly participates in giving any pre-

9 ference when the person has reasonable cause to believe the 

10 insurer is or is about to become insolvent at the time of 

11 the preference is personally liable to the liquidator for 

12 the amount of the preference. There is an inference that 

13 reasonable cause exists if the transfer was made within four 

14 months before the date of filing of this successful petition 

15 for liquidation. 

16 b. A person receiving property from the insurer or the 

17 benefit thereof as a preference voidable under SUbsection 

18 1 is personally liable for the property and shall account 

19 to the liquidator. 

20 c. This subsection shall not prejudice any other claim 

21 by 

22 

the liquidator against 

Sec. 29. NEW SECTION. 

23 OR VOIDABLE RIGHTS. 

any person. 

S07C.29 CLAIMS OF HOLDERS OF VOID 

24 1. A claim of a creditor who has received or acquired 

2S a preference, lien, conveyance, transfer, assignment, or en-

26 cUffibrance, voidable under this chapter shall not be allowed 

27 unless the creditor surrenders the preference, lien, con-

28 veyance, transfer, assignment, or encumbrance. If the avoid-

29 ance is effected by a proceeding in which a final judgment 

30 has been entered, the claim shall not be allowed unless the 

31 money is paid or the property is delivered to the liquidator 

32 within thirty days from the date of the entering of the final 

33 judgment. However, the court having jurisdiction over the 

34 liquidation may allow further time if there is an appeal or 

35 other continuation of the proceeding. 
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1 2. A claim allowable under subsection I by reason of a 

2 voluntary or involuntary avoidance, preference, lien, con-

3 veyance, transfer, assignment, or encumbrance may be filed 

4 as an excused late filing under section S07C.35 if filed 

5 within thirty days from the date of the avoidance or within 

6 the further time allowed by the court under subsection 1. 

7 Sec. 30. NEW SECTION. S07C.30 SETOFFS AND COUNTERCLAIMS. 

8 1. Except as provided in subsection 2 and section 507C.33 

9 mutual debts or mutual credits between the insurer and another 

10 person in connection with an action or proceeding under this 

11 chapter shall be set off and the balance only shall be al-

12 lowed or paid. 

13 2. A setoff or counterclaim shall not be allowed In favor 

14 of a person where any of the following are found: 

15 a. At the date of the filing of a petition for liquida-

16 tion, the obligation of the insurer to the person would not 

17 entitle the person to share as a claimant in the assets of 

18 the insurer. 

19 b. The obligation of the insurer to the person was pur-

20 chased by or transferred to the person with a view to its 

21 being used as a setoff. 

22 c. The obligation of the person is to pay an assessment 

23 levied against the members or subscribers of the insurer, 

24 or is to pay a balance upon a subscription to the capital 

25 stock of the lnsurer, or is in any other way in the nature 

26 of a capital contribution. 

27 d. The obligation of the person is to pay premlums whether 

28 earned or unearned to the insurer. 

29 Sec. 31. NEW SECTION. S07C.31 ASSESSMENTS. 

30 1. As soon as practicable but not more than two years 

31 from the date of an order of liquidation under section S07C.13 

32 of an insurer issuing assessable policies, tile liqUidator 

33 shall make a report to the court setting forth all of the 

34 following: 

35 a. The reasonable value of the assets of the insurer. 
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1 b. The insurer's probable total liabilities. 
2 c. The probable aggregate amount of the assessment neces-
3 sary to pay claims of creditors and expenses in full, including 

4 expenses of administration and costs of collecting the assess-
5 ment. 

6 d. A recommendation as to whether an assessment should 
7 be made and, if so, in what amount. 

8 2. a. Upon the basis of the report provided in subsec-

9 tion 1 and any supplement or amendment to the report, the 
10 court may levy one or more assessments against all members 
11 of the insurer who are subject to assessment. 
12 b. Subject to any applicable legal limits on assess-
13 ability, the aggregate assessment shall be for the amount 
14 that the sum of the probable liabilities, the expenses of 

15 administration, and the estimated cost of collection of the 

16 assessment, exceeds the value of existing assets. Due regard 

17 shall be given to assessments that cannot be collected 

18 economically. 

19 3. After levy of assessment under subsection 2, the 
20 liquidator shall issue an order directing a member who has 
21 not paid the assessment pursuant to the order to show cause 

22 why the liquidator should not pursue a judgment for the as-

23 sessment. 

24 4. The liquidator shall give notice of the order to show 
25 cause by publication and by first class mail to a member li-

26 able under the order. The notice shall be mailed to the mem-

27 ber's last known address as it appears on the insurer's records 

28 at least twenty days before the return day of the order to 
29 show cause. 
30 5. a. If a member does not appear and serve duly verified 
31 objections upon the liquidator on or before the return day 
32 of the order to show cause under subsection 3, the court shall 

33 order the adjudging member to be liable for the amount of 

34 the assessment plus costs. The liquidator shall have a 

35 judgment against the member for the amount ~ntered in the 
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1 order. 
2 b. If on or before the return day, the member appears 

3 and serves duly verified objections upon the liquidator, the 
4 commissioner may hear and determine the matter or may appoint 

5 a referee to hear it and make such order as the facts warrant. 

6 If the commissioner determines that the objections do not 
7 warrant relief from assessment, the member may request the 
8 court to review the matter and vacate the order to show cause. 

9 6. The liguidator may enforce an order or collect a judg-
10 ment under 
11 Sec. 32. 

subsection 5 by 
NEW SECTION. 

any lawful means. 
507C.32 REINSURER'S LIABILITY. 

l2 Notwithstanding a provision in the reinsurance contract or 

13 other agreement, the amount recoverable by the liquidator 
14 from reinsurers shall not be reduced as a result of delin-

15 quency proceedings. Payment made directly to an insured or 

16 other creditor shall not diminish the reinsurer's obligation 

17 to the insurer's estate except when the reinsurance contract 

18 provided for direct coverage of a named insured and the payment 
19 was made in discharge of that obligation. 
20 Sec. 33. NEW SECTION. S07C.33 RECOVERY OF PREMIUMS OWED. 
21 1. a. An agent, broker, premium finance company or any 

22 other person responsible for the payment of a premium is 

23 obligated to pay an unpaid premium for the full policy term 

24 due the insurer at the time of the declaration of insolvency, 

25 whether earned or unearned, as shown on the records of the 

26 lnsurer. The liguidator shall also have the right to recover 
27 from the person any part of an unearned premium that represents 
28 commission of the person. Credits or setoffs or both shall 
29 not be allowed to an agent, broker, or premium finance company 
30 for amounts advanced to the insurer by the agent, broker, 

31 or premium finance company on behalf of, but in the absence 
32 of a payment by, the insured. 

33 b. An insured is obligated to pay an unpaid earned premium 

34 due the insurer as shown on the records of the insurer at 
35 the time of the declaration of insolvency. 
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1 2. Upon satisfactory evidence of a violation of this sec-
2 tion, the commissioner may pursue either one or both of the 
3 following courses of action: 
4 a. Suspend or revoke or refuse to renew the licenses of 
5 the offending party or parties. 
6 b. Impose a penalty of not more than one thousand dollars 
7 for each act in violation of this section by the party or 
8 parties. 

9 3. Before the commissioner shall take any action as set 
10 forth in subsection 2, the commissioner shall give written 

11 notice to the person, company, association, or exchange ac-

12 cused of violating the law, stating specifically the nature 
13 of the alleged violation, and fixing a time and place, at 
14 least ten days thereafter, when a hearing on the matter shall 
15 be held. After such hearing, or upon failure of the accused 

16 to appear at the hearing, if a violation is found the 
17 commissioner shall impose those penalties under subsection 

18 2 as deemed advisable. 

19 4. When the commissioner shall take action in any or all 

20 of the ways set out in subsection 2, the party aggrieved may 

the action to court. 21 appeal from 
22 Sec. 34. NEW SECTION. S07C.34 DOMICILIARY LIQUIDATOR'S 

23 PROPOSAL TO DISTRIBUTE ASSETS. 
24 1. Within one hundred twenty days of a final determination 
25 of insolvency under this chapter as assets become available, 

26 the liquidator shall make application to the court for ap-
27 proval of a proposal to disburse assets out of marshalled 

28 assets to a guaranty association or foreign guaranty 

29 association having obligations because of the insolvency. 
30 If the liquidator determines that there are insufficient 
31 assets to disburse, the application required by this section 
32 shall be considered satisfied by a filing by the liquidator 

33 stating the reasons for this determination. 
34 2. The 
35 all of the 

proposal shall at least include provisions for 

following: 
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1 a. Reserving amounts for the payment of all the following: 

2 (1) Expenses of administration. 

3 (2) To the extent of the value of the security held, the 

4 payment of claims of secured creditors. 

5 (3) Claims falling within the priorities established in 

6 section 507C.42, sUbsections 1 and 2. 

7 b. Disbursement of the assets marshalled to date and sub-

8 sequent disbursement of assets as they become available. 

9 c. Equitable allocation of disbursements to each of the 

10 guaranty associations and foreign guaranty associations 

11 entitled to disbursements. 

12 d. The securing by the liquidator from each of the associ a-

13 tions entitled to disbursements of an agreement to return 

14 to the liquidator the assets, together with income earned 

15 on assets previously disbursed, as may be required to pay 

16 claims of secured creditors and claims falling within the 

17 priorities established in section 507C.42 in accordance with 

18 the priorities. A bond shall not be required of an 

19 association. 

20 e. A full report to be made by each association to the 

21 liquidator accounting for assets so disbursed to the associa-

22 tion, all disbursements made from the assets, interest earned 

23 by the association on the assets and any other matter as the 

24 court may direct. 

25 3. The liquidator's proposal shall provide for 

26 disbursements to the associations in amounts estimated at 

27 least equal to the claim payments made or to be made for which 

28 the associations could assert a claim against the liquidator. 

29 The proposal shall provide that if the assets available for 

30 disbursement do not equal or exceed the amount of the claim 

31 payments made or to be made by ~~e association then 

32 disbursements shall be in the amount of available assets. 

33 4. with respect to an insolvent insurer writing life or 

34 health insurance or annuities, the liquidator's proposal shall 

35 provide for disbursements of assets to a guaranty association 
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1 or a foreign guaranty association covering life or health 
2 insurance or annuities or to any other entity or organization 

3 reinsuring, assuming, or guaranteeing policies or contracts 

4 of insurance under the acts creating the associations. 

5 5. Notice of the application shall be given to the associ a-

6 tion in and to the commissioners of insurance of each of the 
7 states. Notice is given when deposited in the United States 
8 certified mails, first class postage prepaid, at least thirty 
9 days prior to submission of the application to the court. 

10 Action on the application may be taken by the court provided 
11 the required notice has been given and that the liquidator's 

12 proposal complies with subsection 2, paragraphs "au and "b". 
13 Sec. 35. NEW SECTION. 507C.35 FILING OF CLAIMS. 
14 1. Proof of all claims shall be filed with the liquidator 

15 in the form required by section 507C.36 on or before the last 

16 day for filing specified in the notice required under section 
17 507C.22. However, proof of claims for cash surrender values 
18 or other investment values in life insurance and annuities 

19 need not be filed unless the liquidator expressly so requires. 
20 2. The liquidator may permit a claimant making a late 

21 filing to share in distributions, whether past or future, 

22 as if the claimant were not late, to the extent that the 

23 payment will not prejudice the orderly administration of the 
24 liquidation under any of the following circumstances: 
25 a. The existence of the claim was not known to the claimant 
26 and that the claimant filed the claim as promptly thereafter 
27 as reasonably possible after learning of it. 

28 b. A transfer to a creditor was avoided under sections 
29 507C.26 through 507C.28, or was voluntarily surrendered under 

30 secton 507C.29, and that the filing satisfies the conditions 
31 Qf section 507C.29. 

32 c. The valuation under section 507C.41 of security held 

33 by a secured creditor shows a deficiency, which is filed 
34 within thirty days after the valuation. 

35 3. The liquidator shall permit late filing claims to share 
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1 in distributions, whether past or future, as if they were 

2 not late, if the claims are claims of a guaranty association 

3 or foreign guaranty association for reimbursement of covered 

4 claims paid or expenses incurred, or both, subsequent to the 

5 last day for filing where the payments were made and expenses 

6 incurred as provided by law. 

7 4. The liquidator may consider any claim filed late which 

8 IS not covered by subsection 2, and permit it to receive dis-

9 tributions which are subsequently declared on any claims of 

10 the same or lower priority if the payment does not prejudice 

11 the orderly administration of the liquidation. The late-

12 filing claimant shall receive at each distribution the same 

13 percentage of the amount allowed on the claim as is then being 

14 paid to claimants of any lower priority. This shall continue 

15 until the claim has been paid in full. 

16 Sec. 36. NEW SECTION. 507C.36 PROOF OF CLAIM. 

17 1. Proof of claim shall consist of a statement signed 

18 by the claimant that includes all of the following that are 

19 applicable: 

20 a. The particulars of the claim including the considera-

21 tion given for it. 

22 b. The identity and amount of the security on the claim. 

23 c. The payments, if any, made on the debt. 

24 d. A statement that the sum claimed is justly owing and 

25 that there is no setoff, coun·terclaim, or defense to the 

26 claim. 

27 e. Any right of priority of payment or other specific 

28 right asserted by the claimant. 

29 f. A copy of the written instrument which is the founda-

30 tion of the claim. 

31 g. The name and address of the claimant and the attorney 

32 who represents the claimant, if any. 

33 2. A claim need not be considered or allowed if it does 

34 not contain all the information in subsection 1 which is ap-

35 plicable. The liquidator may require that a prescribed form 

-43-



S.F. __ H.F. 2.5Q I 

1 be used and may require that other information and documents 
2 be included. 

3 3. At any time the liquidator may request the claimant 

4 to present information or evidence supplementary to that 
5 required under sUbsection 1 and may take testimony under oath, 

6 require production of affidavits or depositions, or otherwise 

7 obtain additional information or evidence. 
8 4. A judgment 
9 entered after the 

or order against an insured or the insurer 

date of filing of a successful petition 
10 for liquidation, or a judgment or order against an insured 
11 or the insurer entered at any time by default or by collusion 
12 need not be considered as evidence of liability or of quantum 

13 of damages. A judgment or order against an insured or the 
14 insurer entered within four months before the filing of the 

15 petition need not be considered as evidence of liability or 

16 of the quantum of damages. 

17 5. Claims of a guaranty association or foreign guaranty 

18 association shall be in the form and contain the sUbstantiation 
19 as may be agreed to by the association and the liquidator. 
20 Sec. 37. NEW SECTION. 507C.37 SPECIAL CLAIMS. 
21 l. The claim of a third party which is contingent only 
22 on the third party first obtaining a judgment against the 

23 insured shall be considered and allowed as if there were no 
24 such contingency. 

25 2. A claim may be allowed even if contingent, if it is 

26 filed in accordance with section S07C.35. It may be allowed 
27 and the claimant may participate in all distributions de-

28 clared after it is filed to the extent that it does not pre-
29 judice the orderly administration of the liquidation. 
30 3. Claims that are due except for the passage of time 

31 shall be treated as absolute claims are treated. However, 
32 the claims may be discounted at the legal rate of interest. 

33 4. Claims made under employment contracts by directors, 
34 principal officers, or persons in fact performing similar 

35 functions or having similar powers are limited to payment 
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1 for services rendered prior to the issuance of an order of 
2 rehabilitation or liquidation under 
3 Sec. 38. NEW SECTION. S07C.38 
4 THIRD-PARTY CLAIMS. 

section 507C.13 or 507C.18. 
SPECIAL PROVISIONS FOR 

5 1. If a third party asserts a cause of action against 
6 an insured of an insurer in liquidation, the third party may 
7 file a claim with the liquidator. 
8 2. Whether or not the third party files a claim, the in-
9 sured may file a claim on the insured's own behalf in the 

10 liquidation. If the insured fails to file a claim by the 
11 date for filing claims specified in the order of liquidation 
12 or within sixty days after mailing of the notice required 
13 by section 507C.22, whichever is later, the insured is an -
14 unexcused late filer. 

15 3. The liquidator shall make recommendations to the court 

16 under section 507C.42, for the allowance of an insured's claim 
17 under subsection 2 after consideration of the probable outcome 
18 of a pending action against the insured on which the claim 
19 is based, the probable damages recoverable in the action and 
20 the probable costs and expenses of defense. After allowance 
21 by the court, the liquidator shall withhold dividends payable 

22 on the claim, pending the outcome of litigation and negotiation 
23 with the insured. If it seems appropriate, the liquidator 
24 shall reconsider the claim on the basis of additional 
25 information and amend the recommendations to the court. The 
26 insured shall be afforded the same notice and opportunity 
27 to be heard on all changes in the recommendation as in its 
28 initial determination. The court may amend its allowance 
29 as it finds appropriate. As claims against the insured are 
30 settled or barred, the insured shall be paid from the amount 
31 witr~eld the same percentage dividend as was paid on other 
32 claims of like property, based op the lesser of: 

33 a. The amount actually recovered from the insured by ac-
34 tion or paid by agreement plus the reasonable costs and 
35 expenses of defense. 
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I b. The amount allowed on the claims by the court. 
2 After all claims are settled or barred, any sum remaining 
3 from the amount withheld shall revert to the undistributed 
4 assets of the insurer. Delay in final payment under this 
5 subsection shall not be a reason for unreasonable delay of 
6 final distribution and discharge of the liquidator. 
7 4. If several claims founded upon one policy are filed, 
8 whether by third parties or as claims by the insured under 
9 this section, and the aggregate allowed amount of the claims 

10 to which the same limit of liability in the policy is 
11 applicable exceeds that limit, each claim as allowed shall 
12 be reduced 
13 the policy 

in the same proportion so that the total equals 
limit. Claims by the insured shall be evaluated 

If any insured's claim is subsequently 14 as in subsection 3. 
15 reduced under subsection 3, the amount thus freed shall be 
16 apportioned ratably among the claims which have been reduced 
17 under this subsection. 

18 5. A claim may not be presented under this section if 
19 it is or may be covered by any guaranty association or foreign 

guaranty association. 20 
21 
22 
23 
24 

25 
26 
27 
28 
29 

30 
31 
32 
33 

34 
35 

Sec. 39. NEW SECTION. S07C.39 DISPUTED CLAIMS. 
1. If a claim is denied in whole or in part by the 

liquidator, written notice of the determination shall be given 
to the claimant or the claimant's attorney by first class 
mail at the address shown in the proof of claim. Within sixty 
days from the mailing of the notice, the claimant may file 
objections with the liquidator. Unless a filing is made, 
the claimant may not further object to the determination. 

2. If objections are filed with the liquidator and the 
liquidator does not alter the denial of the claim as a result 
of the objections, the liquidator shall ask the court for 
a hearing as soon as practicable and give notice of the hearing 
by first class mail to the claimant or the claimant's attorney 
and to any other persons directly affected. The notice shall 
be given not less than ten nor more than thirty days before 
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1 the date of the hearing. The matter shall be heard by the 
2 court or by a court-appointed referee. The referee shall 

3 

4 

submit findings of fact along with a recommendation. 
Sec. 40. NEW SECTION. 507C.40 CLAIMS OF SURETY. If 

5 a creditor whose claim against an insurer is secured in whole 
6 or in part, by the undertaking of another person, fails to 

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

8 in the creditor's name. The surety shall be subrogated to 

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

10 by the creditor or by the surety in the creditor's name to 
11 the extent that the surety discharges the undertaking. 
12 However, in the absence of an agreement with the creditor 
13 to the contrary, the surety is not entitled to any distribu-
14 tion until the amount paid to the creditor on the undertaking 

15 plus the distributions paid on the claim from the insurer's 

16 estate to the creditor equals the amount of the entire claim 

17 of the creditor. An excess received by the creditor shall 

18 be held by the creditor in trust for the surety. As used 
19 in this section, "surety" is not intended to apply to a 
20 guaranty association or foreign guaranty association. 
21 Sec. 41. NEW SECTION. 507C.41 SECURED CREDITOR'S CLAIMS. 

22 1. The value of security held by a secured creditor shall 

23 be determined in one of the following ways, as the court may 

24 direct: 

25 a. By converting the security into money according to 

26 the terms of the agreement pursuant to which the security 

27 was delivered to the creditors. 

28 b. By agreement, 
29 between the creditor 

arbitration, compromise or litigation 

and the liquidator. 
30 2. The determination shall be under the supervision and 
31 control of the court with due regard for the recommendation 

32 of the liquidator. The amount so determined shall be credited 

33 upon the secured claim. A deficiency shall be treated as 
34 an unsecured claim. If the claimant surrenders the security 

35 to the liquidator, the entire claim shall be allowed as if 
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1 unsecured. 
2 Sec. 42. NEW SECTION. 507C.42 PRIORITY OF DISTRIBUTION. 
3 The priority of distribution of claims from the insurer's 
4 estate shall be in accordance with the order in which each 
5 class of claims is set forth. Claims in each class shall 
6 be paid in full or adequate funds retained for the payment 
7 before the members of the next class receive any payment. 
8 Subclasses shall not be established within a class. The order 
9 of distribution of claims is: 

10 1. CLASS 1. The costs and expenses of administration, 
11 including but not limited to the following: 
12 a. The actual and necessary costs of preserving or re-
13 covering the assets of the insurer. 
14 b. Compensation for services rendered in the liquidation. 
15 c. Necessary filing fees. 
16 d. The fees and mileage payable to witnesses. 
17 e. Reasonable attorney's fees. 
18 f. The reasonable expenses of a guaranty association or 
19 foreign guaranty association in handling claims. 

20 2. CLASS 2. Debts due to employees for services performed 
21 to the extent that they do not exceed one thousand dollars 
22 and represent payment for services performed within one year 
23 before the filing of the petition for liquidation. officers 
24 and directors are not entitled to the benefit of this priority. 
25 The priority is in lieu of other similar priority which may 
26 be authorized by law as to wages or compensation of employees. 
27 3. CLASS 3. Claims under policies for losses incurred, 
28 including third-party claims, claims against the insurer for 
29 liability for bodily injury or for injury to or destruction 
30 of tangible property which are not under policies, and claims 
31 of a guaranty association or foreign guaranty association. 
32 Claims under life insurance and annuity policies, whether 
33 for death proceeds, annuity proceeds, or investment values 
34 shall be treated as loss claims. That portion of a loss, 
35 indemnification for which is provided by other benefits or 
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1 advantages recovered by the claimant, shall not be included 

2 1n this class, other than benefits or advantages recovered 

3 or recoverable in discharge of familial obligations of support 

4 or by way of succession at death or as proceeds of life 
5 insurance, or as gratuities. A payment by an employer to 

6 an employee is not a gratuity. 
7 4. CLASS 4. Claims under nonassessable policies for un-

8 earned premium or other premium refunds and claims of general 

9 creditors. 
10 5. CLASS 5. Claims of the federal or any state or local 

11 government. Claims, including those of a governmental body 
12 for a penalty or forfeiture, are allowed in this class only 
13 to the extent of the pecuniary loss sustained from the act, 
14 transaction, or proceeding out of which the penalty or 
15 forfeiture arose, with reasonable and actual costs. The 
16 remainder of such claims shall be postponed to the class of 

17 claims under subsection 8. 

18 6. CLASS 6. Claims filed 

19 than claims under subsections 

late or any other claims other 

7 and 8. 
20 7. CLASS 7. Surplus or contribution notes, or similar 

21 obligations, and premium refunds on assessable policies. 

22 Payments to members of domestic mutual insurance companies 

23 1S limited in accordance with law. 
24 8. CLASS 8. The claims of shareholders or other owners. 
25 Sec. 43. NEW SECTION. 507C.43 LIQUIDATOR'S RECOMMENDA-

26 TlONS TO THE COURT. 
27 1. The liquidator shall review claims duly filed in the 

28 liquidation and shall make further investigation as neces-
29 sary. The liquidator may compound, compromise or in any other 

30 manner negotiate the amount for which claims will be 
31 reconwended to the court except where the liquidator is re-
32 qui red by law to accept claims as settled by a person or or-
33 ganization, including a guaranty association or foreign 

34 guaranty association. Unresolved disputes shall be determined 

35 under section 507C.39. As soon as practicable, the liquidator 
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1 shall present to the court a report of the claims against 
2 the insurer with the liquidator's recommendations. The report 
3 shall include the name and address of each claimant and the 
4 amount of the claim finally recommended. If the insurer has 
5 issued annuities or life insurance policies, the liquidator 

6 shall report the persons to whom, according to the records 
7 of the insurer, amounts are owed as cash surrender values 
8 or other investment value and the amounts owed. 
9 2. The court may approve, disapprove, or modify the report 

10 on claims by the liquidator. Reports not modified by the 
11 court within sixty days following submission by the liquidator 
12 shall be treated by the liquidator as allowed claims, subject 
13 to later modification or to rulings made by the court pursuant 
14 to section 507C.39. A claim under a policy of insurance shall 
15 not be allowed for an amount in excess of the applicable 
16 policy limits. 

17 Sec. 44. NEW SECTION. S07C.44 DISTRIBUTION OF ASSETS. 
Under the direction of the court, the liquidator shall pay 
distributions in a manner that will assure the proper 

a18 

'19 
20 recognition of priorities and a reasonable balance between 
21 the expeditious completion of the liquidation and the 
22 protection of unliquidated and undetermined claims, including 
23 third-party claims. Distribution of assets in kind may be 
24 made at valuations set by agreement between the liquidator 
25 and the creditor and approved by the court. 
26 Sec. 45. NEW SECTION. S07C.45 UNCLAIMED AND WITHHELD 
27 FUNDS. 
28 1. Unclaimed funds subject to distribution remaining in 
29 the liquidator's hands when the liquidator is ready to apply 
30 to the court for discharge, including the amount distributable 
31 ~o a creditor, shareholder, member, or other person who is 
32 unknown or cannot be found, shall be deposited with the state 
33 treasurer, and shall be paid without interest, except in ac-

34 cordance with section S07C.42, to the person entitled or the 
35 person's legal representative upon proof satisfactory to the 
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1 state treasurer of the right to the funds. An amount on de-
2 posit not claimed within six years from the discharge of the 

3 liquidator is deemed to have been abandoned and shall become 

4 the property of the state without formal escheat proceedings 

5 and be deposited with the general fund. 

6 2. Funds withheld under section 507C.37 and not dis-
7 tributed shall upon discharge of the liquidator be deposited 
8 with the state treasurer and paid in accordance with section 
9 507C.42. Sums remaining which under section 507C.42 would 

10 revert to the undistributed assets of the insurer shall be 
11 transferred to the state treasurer and become the property 

12 of the state under subsection 1, unless the commissioner in 

13 the commissioner'S discretion petitions the court to reopen 
14 the liquidation under section 507C.47. 

15 Sec. 46. NEW SECTION. 507C.46 TERMINATION OF PROCEEDINGS. 

16 1. When all assets justifying the expense of collection 
17 and distribution have been collected and distributed under 
18 this chapter, the liquidator shall apply to the court for 

19 discharge. The court may grant the discharge and make any 

20 other orders, including an order to transfer remaining funds 

21 that are uneconomical to distribute, as appropriate. 

22 2. Any other person may apply to the court at any time 

23 for an order under subsection 1. If the application is denied, 

24 the applicant shall pay the costs and expenses including 
25 reasonable attorney's fee of the liquidator in resisting the 
26 application. 

27 Sec. 47. NEW SECTION. 507C.47 REOPENING LIQUIDATION. 
28 At any time after the liquidation proceeding has been 
29 terminated and the liquidator discharged, the commissioner 

30 or other interested party may petition the court to reopen 
31 the proceedings for good cause including the discovery of 
32 additional assets. The court shall order the proceeding 

33 reopened if it is satisfied that there is justification for 
34 the reopening. 

35 Sec. 48. NEW SECTION. 507C.48 DISPOSITION OF RECORDS 
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1 DURING AND AFTER TERMINATION OF LIQUIDATION. If it appears 
2 to the commissioner that the records of an insurer in process 

3 of liquidation or completely liquidated are no longer useful, 
4 the commissioner may recommend to the court and the court 

5 shall direct what records shall be retained for future 
6 reference and what shall be destroyed. 
7 Sec. 49. NEW SECTION. 507C.49 EXTERNAL AUDIT OF THE 

8 RECEIVER'S BOOKS. The court may order audits to be made of 

9 the books of the commissioner relating to a receivership 

10 established under this chapter, and a report of each audit 
11 shall be filed with the commissioner and with the court. 
12 The books, records, and other documents of the receivership 
13 shall be made available to the auditor at any time without 
14 notice. The expense of an audit shall be considered a cost 

15 of administration of the receivership. 
16 DIVISION IV 

17 INTERSTATE RELATIONS 

18 Sec. 50. NEW SECTION. 507C.50 CONSERVATION OF PROPERTY 

19 OF FOREIGN OR ALIEN INSURERS FOUND IN THIS STATE. 
20 1. If a domiciliary liquidator has not been appointed, 
21 the commissioner may apply to the court by verified petition 
22 for an order directing the commission to act as conservator 

23 to conserve the property of an alien insurer not domiciled 

24 in this state or a foreign insurer on any of the following 

25 grounds: 

26 a. Any of the grounds in section 507C.12. 

27 b. That property has been sequestered by official action 

28 in the 

29 c. 

insurer's domiciliary state, or in any other state. 
That enough of its property has been sequestered in 

30 a foreign country to give reasonable cause to fear that the 

31 insurer is or may become insolvent. 
32 d. That both of the following are found: 

33 (1) That its certificate of authority to do business in 

34 this state has been revoked or that no certificate was ever 

35 issued. 
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1 (2) That there are residents of this state with outstanding 
2 claims or outstanding policies. 

3 2. When an order is sought under subsection 1, the court 
4 shall 

5 spond 

6 3. 

7 deems 

cause the insurer to be given notice and time to re-
to the petition as is reasonable under the circumstances. 

The court may issue the order in whatever terms it 

appropriate. The filing or recording of the order with 

8 the clerk of court or the recorder of deeds of the county 
9 in which the principal business of the company is located 

10 or the county in which its principal office or place of 
11 business is located is the same notice as a deed, bill of 
12 sale, or other evidence of title duly filed or recorded with 
13 that recorder of deeds. 

14 4. The conservator may at any time petition for and the 

15 court may grant an order under section 507C.51 to liquidate 

16 assets of a foreign or alien insurer under conservation, or, 

17 for an order under section 507C.53, to be appointed ancillary 
18 receiver. 

19 S. The conservator may at any time petition the court 
20 for an order terminating conservation of an insurer. If the 
21 court finds that the conservation is no longer necessary, 

22 it shall order that the insurer be restored to possession 

23 of its property and the control of its business. The court 

24 may also make such finding and issue such order at any time 
25 upon motion of any interested party, but if the motion is 

26 denied costs shall be assessed against the party. 

27 Sec. 51. NEW SECTION. 507C.51 LIQUIDATION OF PROPERTY 
28 OF FOREIGN OR ALIEN INSURERS FOUND IN THIS STATE. 

29 1. If a domiciliary receiver has not been appointed, the 

30 commissioner may apply to the court by verified petition for 
31 an order directing the commissioner to liquidate the assets 
32 found in this state of a foreign insurer or an alien insurer 

33 not domiciled in this state on any of the following grounds: 
34 a. Any of the grounds in section 507C.12 or 507C.17. 

3S b. Any of the grounds specified in section 507C.50, sub-
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1 section 1, paragraphs "b" through "d". 

2 2. When an order is sought under subsection 1, the court 

3 shall cause the insurer to be given notice and time to respond 

4 to the petition as is reasonable under the circumstances. 

5 3. If it appears to the court that the best interests 

6 of creditors, policyholders, and the public require, the court 
7 may issue an 

8 appropriate. 

9 clerk of the 

order to liquidate in whatever terms it deems 

The filing or recording of the order with the 

court or the recorder of deeds of the county 

10 1n which the principal business of the company is located 

11 or the county in which its principal office or place of 

12 business is located, is same notice as a deed, bill of sale, 

13 or other evidence of title duly filed or recorded with that 
14 recorder of deeds. 

15 4. If a domiciliary liquidator is appointed in a reciprocal 

16 state while a liquidation is proceeding under this section, 

17 the liquidator under this section shall act as ancillary re-

18 ceiver under section 507C.53. If a domiciliary liquidator 

19 1S appointed in a nonreciprocal state while a liquidation 

20 is proceeding under this section, the liquidator under this 

21 section may petition the court for permission to act as 

22 ancillary receiver under section 507C.53. 

23 5. On the same grounds as are specified in subsection 

24 1, the commissioner may petition an appropriate federal 

25 district court to be appointed receiver to liquidate that 

26 portion of the insurer's assets and business over which the 

27 court will exercise jurisdiction, or any lesser part that 

28 the commissioner deems desirable for the protection of the 

29 policyholders and creditors in this state. 

30 6. When the commissioner has liquidated the assets of 

31 a foreign or alien insurer under this section, the court may 

32 order the commissioner to pay claims of residents of this 

33 state against L~e insurer under rules as to the liquidation 

34 of insurers under this chapter as are otherwise compatible 
35 with this section. 
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1 Sec. 52. NEW SECTION. 507C.52 DOMICILIARY LIQUIDATORS 

2 IN OTHER STATES. 
3 1. Except as to special deposits and security on secured 

4 claims under section 507C.53, subsection 3, the domiciliary 

5 liquidator of an insurer domiciled in a reciprocal state shall 

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

7 and rights of action, agents' balances, books, accounts and 

8 other records of the insurer located ln this state. The date 

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

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

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

12 vesting shall be the date of entry of the order directing 

13 possession to be taken. The domiciliary liquidator may 

14 immediately recover balances due from agents and obtain 

15 possession of the books, accounts and other records of the 

16 insurer located in this state. Subject to section 507C.53, 

17 the domiciliary liquidator may also recover all other assets 

18 of the insurer located in this state. 

19 2. If a domiciliary liquidator is appointed for an Insurer 

20 not domicilied in a reciprocal state, the commissioner of 

21 this state shall be vested with the title to the property, 

22 contracts and rights of action, books, accounts and other 

23 records of the insurer located in this state, at the same 

24 time that the domiciliary liquidator is vested with title 
25 in the domicile. The commissioner of this state may petition 

26 for a conservation or liquidation order under section 507C.50 

27 or 507C.51, or for an ancillary receivership under section 

28 507C.53, or after approval by the court may transfer title 

29 to the domiciliary liquidator, as the interests of justice 

30 and the equitable distribution of the assets require. 

31 3. Claimants residing in this state may file claims with 

32 the liquidator or ancillary receiver in this state or with 

33 the domiciliary liquidator, if the domiciliary law permits. 

34 The claims shall be filed on or before the last date fixed 

35 for the filing of claims in the domiciliary liquidation 
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1 proceedings. 

2 Sec. 53. NEW SECTION. 507C.53 ANCILLARY FORMAL PRO-

3 CEEDINGS. 
4 1. If a domiciliary liquidator has been appointed for 

5 an insurer not domiciled in this state, the commissioner may 

6 file a petition with the court requesting appointment as 
7 ancillary receiver in this state if both of the following 
8 exist: 
9 a. If the domiciliary liquidator finds that there are 

10 sufficient assets of the insurer located in this state to 

11 justify the appointment of an ancillary receiver. 
12 b. If the protection of creditors or policyholders in 

13 this state so requires. 
14 2. The court may issue an order appointing an ancillary 

15 receiver in whatever terms it deems appropriate. The filing 

16 or recording of the order with the recorder of deeds in this 
17 state is the same notice as a deed, bill of sale, or other 
18 evidence of title duly filed or recorded with that recorder 

19 of deeds. 

20 3. When a domiciliary liquidator has been appointed in 

21 a reciprocal state, then the ancillary receiver appointed 
22 in this state may aid and assist the domiciliary liquidator 

23 in recovering assets of the insurer located in this state. 

24 As soon as practicable, the ancillary receiver shall liquidate 

25 from their respective securities those special deposit claims 
26 and secured claims which are proved and allowed in the an-
27 cilIary proceedings in this state. The ancillary receiver 
28 shall pay the necessary expenses of the proceedings and shall 

29 promptly transfer all remaining assets, books, accounts and 

30 records to the domiciliary liquidator. Subject to this 
31 section, the ancillary receiver and any deputies have the 
32 same powers and is subject to the same duties with respect 

33 to the administration of assets as a liquidator of an insurer 

34 domiciled in this state. 

35 4. As to assets and books, accounts, and other records 
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1 in their respective states, when a domiciliary liquidator 

2 has been appointed in this state, ancillary receivers appointed 

3 in reciprocal states shall have corresponding rights, duties 

4 and powers to those provided in subsection 3 for ancillary 

5 receivers appointed in this state. 
6 Sec. 54. NEW SECTION. 507C.54 ANCILLARY SUMMARY PRO-

7 CEEDINGS. In the sole discretion of the commissioner, the 
8 commissioner may institute proceedings under sections 507C.9 

9 through 507C.11 at the request of the commissioner or other 

10 appropriate insurance official of the domiciliary state of 

11 a foreign or alien insurer having property located in this 

12 state. 

13 Sec. 55. NEW SECTION. 507C.SS 

14 AGAINST INSURERS DOMICILED IN THIS 

CLAIMS OF NONRESIDENTS 

STATE. 
15 1. In a liquidation proceeding begun in this state against 

16 an insurer domiciled ~n this state, claimants residing in 

17 foreign countries or in nonreciprocal states shall file claims 

18 in this state, and claimants residing in reciprocal states 

19 shall file claims either with the ancillary receivers in their 

20 respective states or with the domiciliary liquidator. Claims 

21 shall be filed on or before the last date fixed for the filing 

22 of claims in the domiciliary liquidation proceeding. 

23 2. Claims belonging to claimants residing in reciprocal 

24 states shall be proved either in the liquidation proceeding 

25 in this state as provided in this chapter or in ancillary 

26 proceedings in the reciprocal states. If notice of the claims 

27 and opportunity to appear and be heard 1S afforded the 

28 domiciliary liquidator of this state as provided in section 

29 507C.56, sUbsection 2 with respect to ancillary proceedings, 

30 the final allowance of claims by the courts in ancillary 

31 proceedings in reciprocal states shall be conclusive as to 

32 amount and as to priority against special deposits or other 

33 security located in such ancillary states, but shall not be 

34 conclusive with respect to priorities against general assets 
35 under section 507C.42. 
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1 Sec. 56. NEW SECTION. 507C.56 CLAIMS OF RESIDENTS AGAINST 

2 INSURERS DOMICILED IN RECIPROCAL STATES. 

3 1. In a liquidation proceeding in a reciprocal state 

4 against an insurer domiciled in that state, claimants against 

5 the insurer who reside within this state may file claims 

6 either with the ancillary receiver in this state, or with 

7 the domiciiiary liquidator. Claims shall be filed on or 

8 before the last dates fixed for the filing of claims in the 

9 domiciliary liquidation proceeding. 

10 2. Claims belonging to claimants residing in this state 
11 may be proved either in the domiciliary state under the law 

12 of that state, or in ancillary proceedings in this state. 

13 If a claimant elects to prove the claim in this state, the 

14 claimant shall file the claim with the liquidator in the 

15 manner provided in sections 507C.35 and 507C.36. The ancillary 

16 receiver shall make a recommendation to the court as under 

17 section 507C.43. The ancillary receiver shall also arrange 

18 a date for hearing if necessary under section 507C.39 and 

19 shall give notice to the liquidator in the domiciliary state, 

20 either by certified mail or by personal service at least forty 

21 days prior to the date set for hearing. within thirty days 

22 after the giving of the notice, if the domiciliary liquidator 

23 gives notice in writing either by certified mail or by personal 

24 service to the ancillary receiver and to the claimant of an 

25 intention to contest the claim, the domiciliary liquidator 

26 ~s entitled to appear or to be represented in a proceeding 

27 in this state involving the adjudication of the claim. 

28 3. The final allowance of the claim by the courts of this 

29 state shall be accepted as conclusive as to amount and as 
30 to priority against special deposits or other security located 

31 in this state. 

32 Sec. 57. NEW SECTION. 507C.57 ATTACHMENT, GARNISHMENT, 

33 AND LEVY OF EXECUTION. An action or proceeding in the nature 

34 of an attachment, garnishment, or levy of execution shall 

35 not be commenced or maintained in this state against the 
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1 delinquent insurer or its assets during the pendency in thls 

2 or any other state of a liquidation proceeding, whether called 

3 by that name or not. 

4 Sec. 58. NEW SECTION. 507C.58 INTERSTATE PRIORITIES. 

5 1. In a liquidation proceeding in this state involving 

6 one or more reciprocal states, the order of distribution of 

7 the domiciliary state shall control as to claims of residents 

8 of this and reciprocal states. Claims of residents of 

9 reciprocal states shall be given equal priority of payment 
10 from general assets regardless of where the assets are located. 

11 2. The owners of special deposit claims against an In-

12 surer for which a liquidator lS appointed in this or any other 

13 state is given priority against the special deposits in ac-

14 cordance with the statutes governing the creation and mainte-

15 nance of the deposits. If there is a deficiency in a deposit 

16 so that the claims secured by it are not fully discharged 

17 from it, the claimants may share in the general assets. 

18 However, the sharing shall be deferred until general creditors 

19 and claimants against other special deposits who have received 

20 smaller percentages from their respective special deposits 

21 have been paid percentages of their claims equal to the per-

22 centage paid [rom the special deposit. 

23 3. The owner of a secured claim against an insurer for 

24 which a liquidator has been appointed in this or any other 

25 state may surrender the security and file the claim as a 

26 general creditor, or the claim may be discharged by resort 

27 to the security in accordance with section 507C.41, in which 

28 case the deficiency shall be treated as a claim against the 

29 general assets of the insurer on the same basis as claims 

30 of unsecured creditors. 

31 Sec. 59. NEW SECTION. 507C.59 SUBORDINATION OF CLAIMS 

32 FOR NONCOOPERATION. If an ancillary receiver in another state 

33 or foreign country, whether called by that name or not, fails 

34 to transfer to the domiciliary liquidator in this state assets 

35 within the ancillary receiver'S control other than special 
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1 deposits, diminished only by the expenses of the ancillary 

2 receivership, the claims filed in the ancillary receivership, 

3 other than special deposit claims or secured claims, shall 

4 be placed in the class of claims under section 507C.42, 

5 subsection 7. 
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AN ;·rr 
RELATING '!'O TilE SUPEfWlSICll, HEI{ABILIlhl'ION. AND J,IQt:lIJATIO~1 

Of: I N~;Uk;"SCl-: CC'Ml'A}lI ES MfJ) PRO\.' II>W(; l'l-:Nl\LT I 1::$ 

fiR IT FiNACT,::) In" l11F. Gf:t.'f.RAL ASSeH8LY OF TilE STATE OF IOWA 

OIVISION I 

GJ::NERAL I'ROVISIONS 

5ec-I'.ion 1. 

-PURPOSE. 

l\EW SRCTION ------- 507C.l SHORT TIT(,!\--C0t-l:;nWCTlOf,"-

1. Thi!'> c:tnptel' Sh,ll! he cit.ed iI:., the ''In!;l.l"t:~n:·, 

superVl.S10f), Rehahilit.<lt.ic!l), and Ll<.~Uldc.tion Act". 
). This chapter' shall not. hl' lntet'prcted t,o limit UH! 

~o;~'~n; qrant.ed the cotnl',i!;!:.ionf'!I' hy any otht!t'" 1"'· ... 

:L ThL'; chapter ah'lll lie liberally c<>nstrtl(~d t.o t:J'fect 

th~ puq)OS(~ sl.at~!d I n su!>s~~c:t.i()n 4. 

'I 'f:H~ purpo!>e of this rh,lpl,('t' IS t1lt~ PIot(.',-~tion (.! t.he 

,in'.(~rt!:~l.s of lnsured. o.::lall"lants, cl'(:<illots, Clnd th(.~ public, 

""lth minlnl1l!'u lnt.el'll:l(:nct! \.oo·ith the normal pl'(~J'(:gat.1Vt!'~ of 

the o ... ·n""l·~. i")lld r."HIi!g('I'S of lnsut'eI'!;, t,hrouqh all of I he 

fol.low1n'1: 

". Early dt:1.ect~on ()J' J. potent.idlly d'lng~:I'()US C()ndlt.lOO 

1.1) ,HI ills~ll"et' and pro!"lpt appllccll.10n of ..:.ppropridte corn~ct.iv(' 

melf..un:s, 

b. Inlpt'ovC!d (;'.cl.hods for lehdbi.l:'til.tinq insun~n;. i~l\'ol'~·lng 

';:,he CO()Pt!t"dt:lon <In<l rlandg~ment. (!XpCl"tlat! of t"'~ in!:".\It'i.nCt: 

lndllr,try 

c, J-:nhdnced effici~~ncy "'ld (!conomy .)f li.quidat.ion. t.ht'()ugh 

Cl"lific,)~,i0n of U:e lalJ, ·.0 )1'I11";il':li7.e l(~q"l UIIC:I~t"t,"lllty ,and 

lltigation. 

d I::qUlli.\hl(! appor·I.ion;-.elll 01 .101 \illdVoid,ll:lt: l(o!;s 

e. Lef~:;e))lng the pl()LI(!II\!; of intec,t.<1t~ ('eha!)111t'.cl1~joll 

and 1 iquldat.lon hy f<Klll :,at lth! coupel·;l1.I():l bt:t.\-.'(!el~ ~t..J.~.~:; 

in t.~1~ .1 l'1uidal',I(!I\ pt'oc ... ·l',s. <1:1<1 by ext~ndu"? tht:: SCOpf: oj 

P~~~.'(~fI:II iUr:l::.:j:Ct.l()~l O'Jcr dct!loJ's ()I' U!~.· lnSUl"'~l o\lt,;i·:k 

UH:~ sl.,tt.'. 

• ~ 

)(OUl~("! Fi leo 2~O 1, P. 2 

f RequL!L10n 01 r,he in!:.ur,l!lCC bll:~in(':ss cy the lmp~ct 

of the 1d ... · l·cliJtlnq to dellnquency Pt'occQure!) and l>UbsulIltlve 

niles 011 ttH: (!ntlt'e lnt.Ut·allce hUI'>loet,::;. 

Sec. 2. NEW SECT I ~~ . ~o.,c. 2 OFTINITIONS ,\s used ltl 

t.iHS chCi.plel. \~nlt:~::': t'h~ cont(·x~. oth~.i."wis(~ lcqU.lre!;. 

1. "AlwilI.]ry !itdte" me.lnr, .1 st.al(! other th,U\ <l dorr.1C.l~i,,!:'y 

,~t.all' . 

2. "CorurniSS}()II(;I'" me<Hlt tilt:: cotnlllisSIOner c~' i~!;\'u·;lIlC:t! 

and dny succe~~,or il: oft'lCt!. 

I. "Cn:dlt.or" j" ,1 p(~rsi)n tlilvlnq a cl.lin ilf,lttlllst an 

.nsutet, wh~ther t.he r;l;~ltr. l~~ lUiJt,u1(.-d or unr;I<)t'ul·t!d, ll(I.' . .llddted 

()t' unllquldatcd. S(!CUleJ ('1' \,j\:Ht!CUH!d, .Ib!h)~ ... tt;;,. fixed 01 

("":ont lllgCItt.. 

4 . "0" 1 i IlCJltellC], 

,1gi!lnsl .lI1 In:Hlrer 

p10Ctc"edin<;" n'.e.ltw 

for the purp:Hw of 

a pt'OCe(!dlng lr.::.:titut,,:d 

llqulliallllg, 

rf:h.lhll.tilllng, lC(;t(jilnlz.inq or c(ont.ervlIlq t.he insufct·, and 

c!. ::-.Utn:),ll'y proc~:edln9 undt!J' !' ... 'ct . .lon SO"/C.9 or ~)(nr.lr.. "J-·ot·mal 

d(.·il)Hlllency pt'ocec:din •. J" m("!,lI)S any 11quloj"It:~on or rE~h,'.bili1.at.lon 

p I'oct~('d i rq . 

"[;,>ITl9 t;.,lslness" 1I\(!<If)S ilny of tbo..: follo',;inq ,lets, 

wheth~~· o:;ffect(·d by mail Ot· ot.heIW1St~: 

<I. T:'"Ie is'tuanc~ or de1lvel:y <)f C:Ollt.t'ilctS of :in~ul·,HI(;e 

tr) p~t'Gons l"l:S.ldenl 111 thlS state. 

h. TIlt: soli~:it.;>t.i()n of "pf:l~c,,~i(.n::; tOl' th"" c0ntracts, 

Ot other negotiation:~ prelirrilldl'Y to tht~ t!xecut lO!l of the 

COIlt.I'')ctG 

c TILe cc·ll €'C"t ion (0 f premlums, Inc:ub\!u.,:llp I(:e!;. 

M:~f:Ssmenl;,;. or' olher consldCtatlon for the contract~~. 

d ':h~ t.r,1IH.iI::t.ion of m,lt.I.~:rs SUb5(:ljUenT:. to execu't.lon 

r,f U1t: contl·M:lS and a) lSlag out (.f ttH~m. 

e. Opl!t'<lt.lnq iI!> ,1ll tn!),lt'~~t' ,md("!t .:. lic(~nt,;e or c~rtiflr,lt.r! 

()1 ilUth0t'lty lS::':U(::(! by the lma.t'''\IlC(~ dr:p,ll"1,n:ent. 

6 "DOllllclllal·Y !;t"t",,', mean!; the stdt.e lfl \-.'{)lC/I ill) In$l.l"~r 

If., 1IlCOlP')~'iltE:d Ot· 0rq,1Ili'.("!d, or, \11 th~ C;lse 01 an ,11 ien 

11)5\llr~r lts S~.dt,~ ()J' (~r:~.ty. 

I. "}-';', 1 r <;\lI1t.ldCl',H lon" l~ ql\'(~n fot prr)pt!t t 'i III 

',:;r(':, ~·I~.ht·r cf trw fcllo'~'lnq lS pte:'(:o':.: 

cbll<j.?rtlou 

::x: 
:n 
N 
U1 o ... 
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<l. When 1)) qood f,11th pl'opec::,y lli c:mveyed 01 seIViet::: 

~rc rendct'~d Ot' all cbllga~lon 16 inc~rred or drl ~nteccdent 

debt lS satisfied 1n exct)anqe for th~ prop~rty ()r ()bllgl~lon. 

~s ~ ~air ~q~)~alent ther~for. dnd 1n good falth. 

r, When !,he propett.y 0t obllgat1on ~s r(!c\~lved In good 

Llit.h 1,(,) r-~~CUl'C d pl·e!it!nt. ddvd!lCe <.:[' dntecedent dl~ht 10 amount 

not. d1sproportiondt(!ly sr!'ldl1 ,15 corr.piu·ed t.o t.ht~ value of the 

Fr~)~en'i' 01 obl1gat1or. ()bt.dtn~d 

8 "Fore1gn coullt.J'y" means ano~.her lliI :i.sd)ct1on not 10 

a r-tate 

<.) "Gencrltl dS.,ets" rnedllS dll pt0pt~:t.j'. I't!"l or persor,al, 

:\Ot sp.!clf1c,1lIy :nortqdged, p~e6ged. depostt~d. 01' otherW1se 

f"!ncumbet·ed fo!· Ut~ sec,Jt')t.y or b(!!)cf.t. ('! Sp~c1!leJ t't!ts:ms 

(;1' "lasH~s ()I' person~. As to speclilcally ef)curnhered pt"OP-

erty, "g~netdl ilSSt~t.S" 1llcludes .;ttl proper~y Ot It.S pr,")ceed!'. 

tn exces£, 0: tht: ,1r10unt n~cessltry to d1'!>charo;e the su:n or 

Ztl:o::; $ecured loy tht: pr'opert.i' or Itt: pr0ceeds. I\ss\~t.s hl~l:i 

10 trus1 and on d~P()Slt fot' t.he :·:I·C\Hlt}' rHO t.enef1t 01 dll 

P()i1cyhold~~r$ or dll pol1cyhoidets Mid cred1tors, 1/: more 

thdn ..I ~lnql\! sLlte, !>~l.1~1 be tredtt~J ,.I~ ~I~nel"ll d$!;et!; 

[0 "·,;lIc1l'arlt.y aSSoc1at1on'· :TIe a II:;' t.he 10W,l IllsuraacC' 

quardnty ,JSSDCldt.1on created ~n chaptet ~)l~,!~ and <'Iny ot.her 

!i1:nlldr en~.lt.i' ~lther present~y eX1stJnq O! t.o bi! cr~,ltcd 

::..y <::he qem~t'<ll assen\bly tor th<.- payment. of \'}al:n!) of 1n!;~)lyent 

~ftt:.urets "Fore1gn gU<lrdnty aSSOC1cttJO(t" (;')~~<lIl~ a Slmllar 

entl:,y presently eXlstl:"l9 1n or t,o be t:recl.tI~d 1n the l'u~·,Jrt~ 

by the legtslatu!~ of any ,)th~: stat~ 

11 "lnsolveltcy" 01' ''In!;oJvent'' ,lIeans e1tht!t (jJ t.tlt~ f(d-

low1ng 

• f'ot .:tn 1fHHIrer thdt :t 1$ undbl~ t.o PdY It.S otllqa-

ttOOS Io.'hen t.hey are due. or .... hetl 1ts <ld{!'llt.t.~~d asset!> dr) !"lot 

t~xce(.·d ltS 11,lb1l1ttes plus t.hl~ great.~~t GI': 

(1) Any CdPlt.cll ,lnd sutpllis requ1r~d hy 1,1'0,,' t'or lt~; ot'­

~an1zatlOtl, 

(2) Th(' t.ot,ll pat 01' st,ltl~d Ydlut~ ot 1ts author1zed <l.nd 

ssued caplt.al ~tock 

• • 
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b. A~ to dll lnSUlet lIcensed to Jo business In thiS slate 

"IS ot the etiect.lv(! 1at.(~ of t.hlS ;,ct which does not meet. the 

st.;uld • .11d ~~stabll;;h(!d Ilndt:J PiJt'iHJt.lptl old" the- term "lnso)vency" 

01 "lnsolvent" sh,):l In!'!an. [(Ir a pt~t lod not to exceed Uu"ee 

'IcarD ft 0 0m t.hl:'! "ffectlvt" jet!::.\! of thl!> Act. that It lS unable 

:0 pay It" ohllgatluoS · ... hen they ,Ho: due 01' that u.s ad."nltted 

":~set,,. d;:. :"lot exce~d 1ts lldbl~ltles plus <lny requ1red capltal 

cont.,·)hIJl',i.on Old~t'f~d tly th~ \:orntrlSS10her under provis1ons 

of the lnSUt'ilnCI~ law. 

for Pu)'po~es of t.h)~ ~tlbF.ec1,lOn "llabll1tleS" shall lnclude 

out. not be Ilm1t.ed t.o r'eser'ves !equ1Ied by stdtut.e Ot hy the 

lnSUldnc~ depct:tment.'s lules or speclf1c req~llrements imposed 

i:y th~ COr"'I/TI)!;$lOner I.:p,)r. c\ company at. the t.l(;,)P of or subsequent. 

to CldmlSS10f) 

12 "Insurer" ,1Ied))S it perf>on .... ho has done. purports 1'.0 

do, i.s dC)lnq 0:' .s llC"nl"er. t~) do tnSIJrancp btlSl0eSS, and 

~s 01 t~d:::' bet:n sub.::~~ct t.o !,h~~ ,lut.h::.rlty cl. or to llqU)datlolL 

tetld~tJttdtlon. teorqanlzat.1()n, sUpetV1S1C)n, or conset'ya~ion 

by dn In:1U:dl:C\! COTnn',lSSlonel Fot put'poses of t.hlS chapteI. 

dni' o~hel ~eIS()1I .ncludl~d ;jnd~~t s~~ct1on ~,07C 3 15 an 1nsurer, 

[ J "i'tefel red cl,llm'· m\!,l~IS it clc))n', .... lth J'(~spect. to Wh1Ch 

the terms of ttllS chapt.er gl,lnt. P110(lty of p4ymellt t't·om the 

gl'!n"ral as!;et,S: (;f U:~.' 1fl:;u.:~r, 

l<l. "Recetvt'r" f"IedllS H:cet .... er. llqu1ddtor. rehd!nl1tator. 

or \~onsel'Vat.o~· <lti th~' ... :ontt'xt requ1res, 

1 ~:o . "ReC1p['~cal :,:td':.t~" m~a;l$ a state other than thtG st.ate 

III wtllch ~P.'Ctll)n ';.(1'11..' 18, suhsectloTl 1. :;.t.'cttons SO'Je,:;2 and 

~)07( Sl dlld sect1onl; SOlC,~S th!OUgtl 507C,57 ate 1n force. 

ilnd 11: Whlch P!OV1S10n~ d[,~ 1n lotce requlr1ng that the 

CO:nrnl~Sloner v:· equ1Yi!lt!rtt olflt:1dl ht: the rccelVt!r of a 

del1llquent. ln~\lter, ,Jltd 1n .... {llch ~;OlT'e provision ext:its lot 

t:lt~ aV:ildlloce .:f frdUdult!nl CUIlVE.'Ydnces and prelel'E~Tltl,ll 

t:dnstt~t'S , 

16 "S~~c\Jred cla1rr." medn<.:o: .1 clalm secured by mortg,lgc. 

t.rust rJt!~'d. pledgE.', dt!POS1t o.IS St:<:UI1t.y. (~s<:ro ..... OJ' othei·Wlse, 

but not Includ1ng spec1al dt~pu~nl cLums or cll!.l:ns agatost 

genet "J d:~seU; THe t~t!ll ,\1:':;0 1 f',C1 ude:.:. cla1r-Hi wtllch have 

~ 
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b(~coTfe liens UPQr. !jpecli),1.: ass.et!', by Ie,ISO!) 01 :\ldlc~<l1 P!C- pl<lylnq for lIl~ dl!;~;('llltlon, ilquldat.i.(on. l'~habillt.atlon. 

<:es!; . 

: "J . "Speclal d'~;)0S1t Cldlln" n't~'H1l'. d cl,\lrn senJl('J hi' C!. 

:lct.'OGit milde pUt'!:.Unr;'.: ~,Q ::;t.l~.',.lt,,~ fot t.he !;(,,;Ilt':t.y ;,; beneflt 

of ,1 lii'!:'.itf:d class or <:1.15ses of IH~I::'o,~~, hut. not lncludlt)(l' 

.! CI<!l!Tl ~:r:cul'(:d hy q("!fH:r,11 <!ss~t!> 

It!. "S~"te" rreans ,1 Stilt.C. di.:,trict, O! It'l"!"l;:ory el:' tl.e 

Un_ted ~:t<.l~:; dr.d lh~ Pandmd Canal 7.onl:. 

19_ "'frCln!>ter" ::.hdl~ l)~clud~: ~,h~ s,!~e Clnd f;>:V("f'Y (~I,):el 

,,:\3 dii!e:'ent Ii-ode, dlrect or Ind.rect.. oi dl!;p()s~llq of :.;>t 

~f ?Clrt.inq' · .. ·It.h pl'Or~:lty 0)' wll.:1 ,W lJ\ten:~st 1:1 '.he ~n;pl:':~'ty. 

~l ~lt,h t,).(! ~')S~t~SS~('ll ut th~ propert.y 01 uf flxln~ a .11·n 

\J~on the property or ~;V)I~ ,'I~ If",~CI'.!st lfJ thc pl'opert.i'. 

ilbaol'Jt~l: 01' C()I)<:'It.l:)Hi.~l"j, vO,Unldl'lly, by:): wllliO'Jt 

JUdICl'.I: p:oceedll'.q!>. n~e retp:l:tln)) ()f d :>ecu:')ly t,lt.l~~ to 

P~')P'~1"ty d~l~'~'erec to CI. deb I.,)!' !'ih;,ll b~ deemed :, transit-t 

s\_tlereJ by a debtor. 

Sec 1 NE .... ' .. Sf;::;'f.J(;::~. ~)07('. ~ API';"ICAOILIT"l. ThlS cha?t,(') 

11',.1' be ",ppllPj t,(, any lif til(: f(.li,y ... .l.Il'~· 

Ins\.I:"n' · .. ·:w iDe do::,\) (;1' I·."v,~ d()tlt~ lr.!;U:·~I~~~'.' hlls:t­

ne!:,!' II". I,hlS stJ.t'~. dud 61gal!'lr.1. w);cm "lellm!) ,\I"1:;lI:q {'t()lll UJ"t. 

!)-.J".lI)eS~·, n<.'Y ,')(l:'t I~O"R" oz· 111 t.I".~: tutu!"e. 

? InSlllet's I.'ho p~;q)("Ht to do i:l!;ut',~n("~ hUl'I:wss In tlll~, 

:~t.lte 

insllI el:; .... to ha'le ~ns1Jreds .... 1\0 ,Ire rc~:)·,!f~nt!; ~:l ~:l:~ 

!.' t. at c 

4 d~.tlet person!> O:qdTHzed O! l)~ tl~e ::t",)C\~;;S of orgCl:)llll~g 

.... It:l I.h,~ IT".tent ~,o do 11l:~U!an(;f~ C-,J!"~~nf"!)S :tn lh.~; staf,~ 

; Nonpl'O(lt tl!:<11t.h !>eI .... l.:'~ COl'PC(i1lI01l:; dnd .11~ f:,\!t:1'I1il! 

tOlle(lt s()~::etl~!) and hell,~tl:;lal aoc~el.~~s SU~:f:Ct te, ~'tla~Iter~ 

~12, ',17/>., MId ':-14 

Sec . .). ~!::=~~_ .SE_Cr !·X~ . 0;:;-::::.'1 JUr~I~,l'IC'I·I()~:;..NJ) V::N~rr-: 

1. 0\ C.o::lll)q·,H~UCY proceeclng Sh,ll} :1:):. b(' ,'onlJft'n,:etl undcl 

tillS ch,lptet by i! Pf!I'son Clht~t '~hdn the CO:Tlrr'I!;SI<.:ner. Acel\:l~ 

<"hill! nct havE': )\_I'ISdl~t.:_C:1 O"y-el .::!I rtOc.~ed!f.g .)f"'!e: I:!la 

Cildptt:l C.?I",mC:l:;(!d by .J. ..,t:!IS:)r. ot:l~l ~t';a;l ~,hr- :: ·IT\f''ll~:,,(:n(·:. 

2 ;', ('(";',:r'. s:.elll n:-:>~ I·.,",v,~ )lI:l!;.dl::t,l:'I: ',"'c·; ,.I l'cl:t:c:r 

sequestl'illl()1'. .:O:)SC';':Vi\1.101l (er rect»vt~t'!)hip Qf ,111 lnSUrt!r. 

01 pIdyln~ Jor ;\11 InJunct.lon Ol rest,l,.llr.lnq ot"der or oUlet 

lellct prE"~i:n~)I;tly to. lnc:d!(·nt..d to 01 reidtlng to such pnl­

ceedlno.J~ ()t.)H:t ttHn Ptll':',I1illlt t.o thiS chaptt'!" 

3 A COllI l ~I<I·.'ln9 )U: U;.dlctlor, of the $\lbJcct l'l'.dtt.C!l' has 

;l.lllC~llC~.l()n O\'Cl " PCt':',on ~;.t~lved pUI:;\I~)~t ~,o ~.h~ Iowa J·.llt~S 

of <.:l\'ll pn,cedllt e (;1 ot.h~~r appllC:;abJ'~ pUJVu;lons l~l dt1 ac­

t.lor. hrollqhl. hy lh~ reC:(~I\'et of a <k;:"l"St.1C lnSUrt~1 Ot ~n ollen 

In~;'ir,~:' ooml<.:lled l)~ I,bl~~ :;tate [('1 <lny of I',he felloWl:1g: 

" In dn dCI',lon en ,:t InCl:wn~. !.O ",II ohllg..r.~lOIl If Uw 

peJ:~0fj aervc-<i Il> Ol;.~ltJ'\':~:1 t.o tilL" 1l.t,lIrt~1 In dny wai' ,1.:; ,In 

lnC)o1.:n':. t.o ,:u: ,I(jenc:,. o. hro!<.t.·I'dge ,HI'aT~g~I"~~I":':, tt:<tt. may ~Xlst 

(:1 :I.!S t!Xlat~d t)~'.Wf~(!'1 lh~ lnSlHer ,,11103 th(, <t9(:nt. Cl bt'ok~r. 

t, 1:1 ,W Cl.Ct,~O:1 0:1 ~)l: ~nr:lde!lt. t.c il :e~:1!:,urcU1Ce c(mt1'act 

..1' !.tlc p'"::r!.'('n :";t:I'v~~d i.:; d relnSUrl~! 'R·t.O Iv.!; ,11, any t~/f,e '''''!"It­

len a pnllt:y t,t' lelflsurancp (0: illl Insurer ~~~~nst ~hlch a 

t(.'{)atld)~''"t.:on lH llqUi.dat.loll ctder l~ 1I~ (~ft't~ct ""her. thc 

det.len I!; ,-onmenc,~J. or 1 r. itn ;H~~nt at t:r(>k,~: of or fot' th(·! 

t'ellJr.\_I'~1 

c !n an lct~on rt:':su!Ilfll/ !:·:.)n'\ rt:~i!tIOI):;hlP Io'ltt: ttll 

lnS'JIf~1 If lh'" t>o::rf.,o:1 :;etved IS or !1,1!> t:eE.':' .:tn 0[flc~;r, 

P)cHldtJ~l', tr~l!:,teo:-. o I'<.Ji"HI.Ize: pr,)m~)tel. 01' per$on 1:1 i"I pO,-'l-

lion of COI"lriHab)~~ ,Iu:.ho:·)t., or Influence In iI.:1 ln~:\.lJ"Ct' dg,11flst 

'~"h)(:rl ,1 ~'''~h.,t:lllI"lt.l:m O)! l~qUl:":i.Jt.~OT: on!.er l~, ln t~fff~ct __ hen 

t' ht:': <lC~, 1 C<l :"' ,:Om.-.t:fll;(.·d 

" Ii tl:'-~ ::(,'JI't or, 1:\:.;>tlOH oj cO P,I:ty finds ttl"t. cu' ac-

t,lorl sho~lrl a~ i"I ~dtt,~r uf fiut'St.d{lt,l..r.~ lust.,lcc b~ tIled 11) 

.I (r))"'1I"1 :-Jutl;,lde ttll;'; :,lat ..... ttll~ COUIt. may ent.~:r ·1:1 :)t-dl!! to 

"tilY the p!ocf:ed~:tq~~ 011 r:,ht: act.lOr. III :I)l$ st,lt.e. 

" All ",cl.lor', ,H;t.h(H~.",ed HI tl",.~ cha~t.€'l' r.hal. tie hrought 

_!l UI!: ~ISt:'I':t .:o.lt'l lr, I'~,lk c0unty 

Se:' " NE',", St:·_ rI ON '.;.0';('. S ;NJUNc-r:ON5 ;'d"ll) ()~)EH5. 

A !'ecel'~'(!1 'lFPo::lt~d In <\ pn:Ct:edlnq \lOdel thlS cthlP-

f.et' 1",ll' d: dr.y tlfl.,,, 'Ipply fot dnd ,1:1":' CO\;:t (,( :jE.'ner.'1: 

ll;:')~;dl·,:t~(I{1 n"ly qr,\))t.. t'~,.;t)'.'IIIII~(1 ()f'de::~. prelllnln:tt'y Hld 

;)('lm<\I)(~Lt ~a)llllctl(IIl:; .. \:)(i <.:ther :);':it~IS cia :lo::ce~:,!~a!'y ~,l i>rt:':V('nl 

'Hly n{ th~ !"nJlO\,·I:.q 

:t: 
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; .. The 1.:".llIbilCt.10f) of fu[tl~el h:lS~;H~:~:~. 

b. '!'he tl"all:~t,er 0! p[oyen.y 

c 1ntel'f(:l"encr! ' .. 'It.h t.h(' t't>C~:lV(!1 01' W1th ,1 PIOc(:.!dlng 

u:ldel th1S c:IGi!Jt(:1 

d W~s:e ()f t~~ )nRUl'~r's d~H~'t,S 

c D1&Sl!-'<lt.LO:l ':'<I:d tran::;ft::r of b.:.nk account!> 

rhe in~t',It.CJ1'lon (:r :urlher PI'O!)(\cut.)on of any i\C~.lons 

~l' p10ce(:din(j:" 

q Th~ Oht..licil\q uf pl"f~f(:r(~nc("!s, -'lld~jTlll:lll,S, ,)t t.ad~tnCntf" 

'J:\I';:lslun~nl:.>, OI. llen:~ a']<llfuit th~ l~IEUI,et', 1"':.::; ')s:,et.l> Ot 

i ~.f, p<""!l v::'!bo~det·!) 

h rhe levY1nJ of exeCU~lO~ agai~st th(\ 1nSIlt'et'. lt~ aG-

:.'et!; ;)( 1t!, pOlll·yh()1d~(!;. 

Tt;e 1II<1k.11l9 of " s.,d(: Of det'd fOl non;'><!yIM.'lIt (~I' t,IX"S 

()! iI:HH~SSm(:nt:~ ~.hilt \-,'ould 1(~5se:1 t.t)(~ villue 01' t.h€' il5~.Ctfi of 

tI\(· In!;Url,r 

Tt.e .... 1t.hhu~oj1n9 1'1<....111 t1w 1,('Cel· ... t·1 of boo}!.:.,. "Cc()1\n~.s. 

d~)cl:ments. 01' OUH~I' n~c<:rds r~l,)t.lnq L~ I',!\(' h1if;in~s$ ~f tht:: 

11i,:U:'(~ )" 

k. Any other ~h~'eat~ned O~· conternp_.:lt<:d dct~vr. tlid~. IIIlCJht 

l(~~,E~'n ~JH~ .... ;.i~Ut: ~)f the II!S1\rt~r's ;1,.R':t.~·, 01' pn~juc:.ic(: ~.hl' 

t'lqtJt.$ 0: pollcytJolde[;~. Ct'e-dlt01S, C1 ~h<l1t~IJoll.!.~ts, o~' ':.he 

tt:.l1l'1I11~tl',It.~OI. of ,j PI'o'::('t:d:nq under thi~ cl!<lplCt· , . t\ rece:'V~l' m<ly -lpply to il ~:oun. ou1.Hld~ ;,;.f t.nt' st:'lI~ 

t()~ T.::~:' I.~'l.et :('~CI'lh"d in sut)!).~c~io:1 I. 

;;(~C. 6, NF.\ .. ' SF.('7IC}N ~I: .1::'.6 C00I'ERK:10N or OfFICFf;:;, 

()v.;lERS. Ami ~r-lr :'(~YEJ::S - - ?ENAL T'; 

1. .:',1 offIC(;' .. "TIacaq('I' . dll'cct(:[, I.!"\Jst(:(~. ()' .. 'IV:!·. ~mp1cYI'f:. 

c·r 'ql~nt. of .:.r. In::,Ul'er. Col' ~ny Ot.hE.'1· ~e~':~;';':1 t"rlth dll~I'.O[lty 

0 .... e;1· C1 In cha:-g(' Gi .".IIly St~(J1l'ent of I,h(: Insc:)'(:t"S ,Iffcllrs, 

H~l,.I~ 1 c:.;.(':p~'rat.e ·.:i:,h th.~ COITUt'13!.'iont'r ll~ ,IllY procee-d1llg llOd",!' 

thil:> c:la~tt't' O! any :nvest.19at.:on i>;'ellnlnary to UH~ 

p~·')Co:o:~dll)o.J, The t~I'n "p~r'soll" <\:, lwed :.n ~hls secl,:'()~I, s~all 

Inc~l.d€' any ~e)"~on wt,.o t';(elC!tbE::~ C;):lt!()J d.t(~ctly III 1ndlr~:(;l.li' 

,)V-=[ '.lCt.1V1I,.es of 11:~;lIret' thr?l:q~ '"'0'1 l':c1<11",g cutrpaoy or 

("~.{)(:l· ',ffl~i.)tp. ~(t.Le ICSII1l"1. "To o:.:()~) .... el'ttl(~" sh,\: I incll;(k, 

but ~:h,d~ IWI. he llmlted to, tho:o: (ollo .... n:g: 

• • 
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a. '::-1) t'(~ply promptly III I,·I. l'.t".q to ,my icqul!'Y irolt"· the 

:)lr.":'IlSS,lon~1· I.'eqUE.'bt.lng "'" r~~ply. 

1:.. 'fo nl.-'.l.-(e ,~\'"il,\hlc t.o t.he c:;)nulI1~::;:l)ll(>r C!r:y books, 

acc:HICta. d(;cu:ncnt.b. 01 other r~conh, or ~nf;.)t":'dtion or 

~l'operty of 01 jlCl·t.illr;lnq to ~.tH: 1~ISIl[E:1 and ill tilt: 

COlr:nU:;Sl()ne! 's P;)S!.'~::;bU)IL cl .. "tody or c0ntt'ol. 

J. A PC>l·::.CIJ ::.h,'!,} I n01 Ocsl I.'l1\·t Ot lI':tel'f~!"~ ' .. '1 ttl thc 

';;ODII1:.>-StOI'.er In th~ cO!lduct. of ,} del1nquer.,:y pI'oceediug 01 

ilOi IlI\·'t·::;t.19i1tlon pn:lllllln':'l'i' o~ lncid(:nt.a1 to .1 :..ielll.q1.le:1Ci' 

p1ocet~din~ 

'1. Lus s~ct1on d()~~b ~I.)t abrldqe Ot.l)(~I·Wlbt' CXlf,ting lega~ 

)"Iqilt.s. 111l;l~)(l.illg ti;t"! l'iq!lt to n::Hst. it ~~tit.lon f:)t llqulCla­

llO:1 "thc!' dp.Ilnqllp.ncy Frocl~edings, Ot otho:':r: ol·der". 

~, A pcri.>O!l 1ncluded · ... t1'hin !;UhSt:cll(Hl ; ... ·:10 (ail!; to 

;:o:);Jer"te '<I1t.h I',he! c."lm'":"llfi:;I:>lle!', 01 d I,er:~cn ... ·ho ()bDtru~;ts 

')1" In~.~:'f('!·~!) ',J1th '-h~ c()r:vnl!>~i\)I)("!1 In the conduct of a de­

llnquer:c:' ;>t'cc~-=dln9 01 all In ... ·ei;tlq.:.ti.on pl'(:l irnH),\I'Y ()r 1H-

c .. d('nt..r.l to ,I del inqut!ncy pI'ocet':ltng. D!" .... 1\(0 viol;l,tp'l) " val id 

urder' t.h~ <::ul"ltnl::.!.>io!""le!· H.f.,u.d unier thi~; d·.,)p(·1 lS: 

• Gli 1 ~ t.y 01 3r~ ",-::,g t d· ... it t E:-d rr 1 !;derne<'.no!'; ,};)d 

t). Af~.er ,\ IH:,)I'lnq, ;~\;.t·Jt:('t t~) tne 1I1\~,)';ltlun :>y the! 

cornml"f;t:me;' c.! a :-iv~l ;:('(:,,11,y n0t to t"!xC(:~::i ten thousan2 

dol 1031:::' dlld !;ul>Ject t;,;. th~ ::~\'()CdtlO:1 c.r r.·.}:;pt~n.s,oll of 

1 nS'..:l ,.I lice I;. o!ns(:s i;~Sl\e(: hy 1 tH: CGIM' 1 s~ 1011t"r . 

Se~~ . N.E.~ .:)l';~~ r.()~ ~):n:.::·, U~))-lnS In ,I pt'()ceed),ng 

ILldl;1 ~.tas c:lilptel ~.tH: C(;III!'II!.'$10iJ~t alld th,~ con',mls!;ione!"s 

~~ep~lt1e::, ~.'hal: be l'e!;p("m~.'lble on the~r Of1'lC1,d bond!'. hH' 

t!u: f".tll~1l1 P('I't:';m'ln~:t.' ()I ~.IH:1J' dUt1t::;. I ( t1H: court d~~r".s 

1: dC<:lt'abl." for tl)(~ prcl·.(\ct.1on ()f !'hc ,H;S~:tS. It lII<1y !equl(o:: 

dn ·)dd1U.ondil vond 11cm thE.' CO:fII1"l!;:Honer or tilt"! comm1SSIonel 'I', 

(h:Pllt1(:S, rile t)(){H~S sh,)11 he p,}i::. to)" (JuT. of thE: <lG!;el::; ~f 

T..'lw in::.urer as ,~ co::;t 0: ~dl1'.lI~1!;t[.:.t10II. 

~e/~ e NEW Sl':Cl'I'JN 5{I:C.B C()NTIJ.'tJ':\T;O~1 Of' DE:"INQtJDICY 

;'FG::.n:D:NG~ " p(ocee~hng corrul'.ellced bt'tort:: the effe<:'ti.ve 

d,,~.e of t.h1S Act s;lal1 t"o~ d#~c:TIt"!d to h<t\'~ COIIIITH:~Ke..1 un,i,,1 t.his 

Act. fOL' tl',t:: purpo!.>e oi cI.'"duct :':l(J the PtOCE.'o:o:dln~1 toen~,)(tet'. 

Eo· .. ·e· .. \~I, 1:1 '.ht' d1SCI'('I,101': ()f t;H: ::(...lfIfI,is~l()IH~I' the ptoc(~edlr,q 

• 
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may be contimwd, in '.-Ihole Ot" Ul p<H't, ,1" it: would h'lVe (:00-

t,:,lnued lield th.i!; Act not heen enactp.d. 

DI ..... IS.ION I I 

Sut·a-U,l(Y l'ROef-EDr NGS 

Sec. <). ~H::W ~.~~;_'!:...l_~..!:!. ~O·IC. 9 SUMM}\H:Y Olllil::RS lI..'W SUI'I::l{-

IJISI0N !'IWCI::F.IJINGS--?EN/\LTY. 

If .)ft.el" a he,U"lng neld 100df!( f>ubDection ~, the COt\)­

ttllSS10rH~r df:t~l"fn:i.n~s UHlt. c:t d()n~er,t.l(' in~urer bd!> commltted 

Ot' ('!nq;~qed .1.1. OJ 1M ,}hout. to conflit O~ cngllge in • .:1.11 ,lCt., 

~rdcticc. OJ tl"msact.lon t:idt ',,;ould s\ihj,~ct It to d(~lillq\tency 

proce~.'dltHJf', undet" till!> ...... h.lpl~~J', thp. COtr,ml "Sloner :nay make 

ilnd SCJ:'Je UFO I) the 1nl;o.,l1'eJ' ,lnd ".ny o~,her per::;otl!; lnvol'Jed 

OtdC1'S ,1S ,11"e t"easotlcluly neo~ssary to COL"reet, ellmlndte, 

01 1'(:I!~edy the condui; L, c()nd i t: 'i on, or "J": ()ur:d" 

l r f tht: connn:H'.lOneJ tlpon l"ea~Onc1ble Cduse detCtr'.lneli 

~~nt' it dOtne!Ot.l<':: lIu;.urer i" In d condltloll dl:> to r.~II(kr t.h" 

cont111'JiU1Ce 0' it~; t:lI':>iner.,:.; h,t:I.;u'dous to t.he puhlic OJ: to 

holden. of itf~ POllC1(:b OJ c:~~n"ificate~ of inf,\Jrance or ~f 

trw dOJTIE:st1C 1 n:-nl/, (!J g)'/es Its t;on:J~nt tnen the C<'nL'1I1SS10tlt!l" 

ahdJl do oot.li of tilt""! (ollo .... lng: 

<I. NoT.if'i t.he ln~"'u.n:t" 01' lht~ dcl(~nnifli\tl()n 

h furni:.;h tv Uu: insun:r <l ',;ri t.ten I i~:t. of the cormlS-

~lor.er':; n;quiJ'(~(nt;llt:s to aba':e the determin,ltion. 

'L I f th~ ~o!Tl/T\ls!;ioneJ' Tltakes ;. det.el'milliltlon t.o m,p,:l"V)Se 

:In lnaur~r sublect. t.() ,1n nrdt""!r lIndf!r !>ubs!'!,-tion 1 or 2, the 

corr:nis;;lonel' l',h-lll ~)()t'jfy the inaul"er ttHt it i!> under the 

:;upet"VIS)OO of Ow e:')UJni;';S10Iwr l)qrlIH! the period of SUpt!l'-

V151~"n, tt:f! con.m:i$~lOlleJ' m,.y ,lppoint. ,1 sUyel"Visot t.o sUperVl!;~ 

U)(' lnl'>lIr(!r" l'ht! ot:det' dppoinulig d aUpervll)or ::;I~.;dl dlre<"t 

the ::-,upet"/1Sot' t.o enioJce OJ'del"$ i!;sued under :~\lhsect"ionr.. 

1 ilnd 2 ;Hld tI!i!y also ~"e<ftlil"f~ thelt. dU1"inq the pC'l'iod 01 

!)tlpf'!x"vision. t.he insllr~t ail,ill n,;t. do an}' of the (ollO'o .. inq 

, •. ,.ithout. th~ priol' .\ppro'.'-ll of t.he COI!',1"Ils:.,lone.t: Ot" t.he 

cor:.mi!;:;iollel ':~ SUPt~1V1SOt': 

,1. Dispose of" (Conveyor c:ncuJTlnt:""!" it.~; ~!>set:s :..>r. Ita b""Wl­

ne,,:j in force 

• 
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b. \o';lLhdl'il"" 1'1'0111 It.!:> tank account!;. 

c. I.!!nd i t!; fund~. 

d. Invest its hUn]:.;, 

c!. l'r"m~;fel' it~ property. 

Incur <lily ddH .. obllg<ttion O£ li,lbiJit.y. 

r-t(!r\.jc 01' COII~Ollll<lte wlth another comp6lr.y. 

f. 

'J, 

1>- Rnt.et illt,o ;1 new n:imHll'.:lllCC conlulcL at treaty. 

I, \0,'1' i l(.' new (ll" ."eIH~ ... 'a 1 bus UleS3. 

4. An insut"p.r" subject. t.o ,HI ()rd(~r under t.hlB St!ctlon shall 

comply .... it.h the lil·.I!ul r~quirmTientr, of t.he ccm..'lIj~;sloncr and, 

.If pL'tced \tndet SU~el"V1\j,1(>n, shdll tI,\V~ sixty ddi'S from the 

ddt.e the supetVl!.>lon onJe1" 1~ 5er· .... ed 'd1thin · .... hich to comply 

\.llt"h the requlremellts of t.he comllH SS 1 om .. l' . If t1"le insut Cl 

fdllt; to comply. the CI);:-unissior:Cl nay iIlStlt.Ut.t! P10cct:dlngs. 

under !>cctlon :)O'/C . .l2 or 5('n,," 17 to have it rehabllltatol or 

I 'i qu i d,l to I" appoi n tE:d 01" ~x tend the pet"lod 01 !:Hlperv 1 S ,Lon. ,. The not.lc'.:: 01' hc,H 109 .:.nd an~i oniel l~Hued pUI'SU<U~t. 

to bubst:c'--lon 1 shi"lll be': !;e':l'\'(,d upon the Illsurer purr..uant 

to ch,\pt.~t" l·/A. Th~ notice of h~\<:H'lng shelll ::;lat~~ :.hc Llm.e 

-lnd place 01 ht:,lJ.lllg, and t.llt! conducT cond i t. lO~) 

upon ..,tuch t.he cO"1lt1'isS10ner .... ould b",,~,e an order" 

or q)"t')und 

Lon 1,:::>:; 

mutually agr'e(!d br:t.Io.'cr:n the C"omrnis!>loner and the 1nsurel. 

th(~ he,uing slHli. OCCl.U Jiot leaS ~han lea d.:.j's IIOt' ffiOl'C: tha;) 

t.hlrty days dfter lIot1Ct~ IS l;eIVt~d <lnd shall he eil".hc:r 1n 

Polk county OJ 1ft SOII',e othP.l: pldCt: convenient to t.he lJ.Htles 

to bf'! o!'!slqnclted by t.h~ COltlln:.,SlOIU!i ;..1 1 heClI" i ngs \Iud!'! I' 

SUbt-;cctlon 1 shall tH~ confldentlal unles$ t.he lnSuter J'equests 

,I puhlic hear-lng" 

6. iI.. An lnsurer !lubJect. t.o aJ~ onlet" un:it~r !'",Ub!)(:ctlon 

2 :~,)y n.:qllest. a he,uinq to revie .... th,'1l. OrdE:l". The hei,tlflq 

~;h,lll be held ':1:'; pro'.'lded 11; sutHH;::~,i()n ~) T!le request f(a 

i.\ t'f~..l11Ilg sh,lli. not stily til#': effect of the order 

b ~ f the co:nmi,~si'..m(':r 15zues ,Sf) onler undeJ suhsect.ion 

2, ttl(: lfH,llrer may W;llve <1: COIi"O"lllBal()lteJ"S hc,Hlf,g dnd apply 

fOI )n,meJlatt.! )UdlCldl n:llef by mean!~ ot any ren~edy dtiorded 

t\y 1-:<: .... ·~·lth()ut. fllSt. ('Xh,lustlng dtlmllilst.taL,\v~ remedies 

Svb~";t:)qUCHt to ,1 heal"jng" ... p;,n.y t.o ltw pl'oceedlngs '~·hosc 

:I: 
:n 
N 
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lI'.l(!n~~;tt,; al:~ !~Ubst;H!t),),l:" '1ff~cl,(::1 is \~I1t.lllcd 1.0 )UdlCi:tl 

n!vle .... ct i.I:'y :)J"de:- lSnu~d ~! U!f) COIf!II~::::;j('n(\1 

"I. 1'\\£'l:"H] tt.e pel'iQd cf f;llp"!I'visl()U the ln~';Ul"(,:r In,1Y 1"t"":­

qUCl't U'.c c\)tr\I, IS~.l(}ne[" t.O 1~!v:e'" dil "ctlon t."ker: OI pr0po:..;(!d 

~o h(\ i"\"E:O bi' the HUf.'t':l·VlSOt" by f,rp.cifyin'1 :he ~'f!<lSOI;,; :hf:! 

"cLlon (;()npl"ldlt~d 01. 15 t)~lle' .. t·U nGt to !i~~ ill ~.b.: best l)~­

lc~·t':!;t of the 1IlSUl't:r. 

<:), If,) pf':t'~on !IdS '1iol i.lt.t~d 

un<if!r t.tll!) :;cl."L10fl ""hlCh .... 'i!I!; 1n 

a supc rv i s 1 Oil 0 I:d~t· lhsued 

ef(t:::'l, tli~ pel"~>on )::; liable 

to pity d :'1.'1il pen,llt.i' lmpO~f):i hj! :.ht! districI·. court. not. t.o 

exct"~(':d ten thou~~<Hlj dollars, 

9. T~le ccnUII1SSIOfH':r m,.lY apply for ,11ld .HlY cOUll: 01 gelU!l.:d: 

JUllt>d:'ction mdY ql'anl }"(":5U',UU11I'1 old~r:$, prcliniu,lI"Y .11:d 

pel·mil!l(.~llt. In)UI)c:tloIH',, ane:) ott)/!I' o1'dc~rt', dS neCef..!;al·Y t.o f:!oforce: 

~ GUperVl~_0n order. 

Sec 10. Nl ..... $U'TION. sn"/e ~() SRI7.tJRE 0RDC:k 

'''''It.h )"(:spe':t. to ;1 dOllle~~tlc 1nf.,ut"(\r I.hc! cO!TInHssiunt~! 

111<1] fliE: in t .. i~ <ill",t.rlc-t c()ul"t. a ~t.!tltiOll dlleqil':q ,l11 of 

the (oll;')""~~lg: 

,1 That Ult.!lC CXl:..;t. 9I'oundf, Ul,lt " . .-oul':' Justdy ~'l cout"t 

('ld~,· f<"ll' ,1 f\>I"I'),o1 d~llnqUt~lIci' tJloceedu~9 ,lQ<.",,;t MI 1nS'dn:l 

lII~(ler th15 chdptel" 

b. Te))t U\(~ int.,'n:sts of poi lcyhoidt':!·f., , ('n,ditol"s, or 

u.(! puLll::: ... ·ill b~ endan9~t'ed by ~kl.1Y. 

TIlt: contt~lIts of an oldeL deemed nec(:ss,u y by Uw <.:0:11-

:n1~Slone: 

2. upon a fl',inq undt,r suhSC:ct10I". 1. the CO\ll"t mdY i~s\.~~, 

(':x i),l!te ~Hld wit.houT. iI hC"!llhJ, the requf>~""~r1 ul'Je:' 'oIhu;h 

:shc.i.l dlH~,.t the COlnrnlf;$ I (mt:l" t\) ~."k(: PObS~S!;lOn dnd conuol 

of ,\11 01 <l Pi.\I·t. of ttl(' I.:10P,,-,!·tj!. bookt" dC("Our~ts, doculfent!;. 

dnd 0 t.he r rt::GO r<ls u! dn I n!)u 1'(\ i" and I,) 1 the pL·p.n.l ::ies o::cup i ed 

by l'_ i<..:l tt'<':IW<lCtloll 01 its b\!f;)H~$~:, <HlJ \lo~.ll fu:t:'~r ol'dcr 

of tht: COUll (:fl.0.111 tnt.! 1II!;Ur~I' '111d It.:~ O:·I"lC(-l;';. m(lf·,d9E.-l·~;. 

i"tqcnt:~. ,llld ,:r')ploy0(~!; from dlSpO:~~f1'! o( t.r.e il~t;ure1"'f, PI'01't':I'II 

:Hld fI0.-1 tt":IO!;.:.ct1Ilg of th~ il~t'lIr'!l"s !lu!;in(':s~, exct~J.lT. .... It.h 

ttl'! · ... rl I·.t~n COIlSt~nt ')1 !·tlt': CO:nrnISS10rle! 
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1" Tt:E: cout"t. !:,h,Ll :::pecl1y ~n thp. orde[" t.h~ duratlon of 

the or<icr Ttl\: dUli..tion sholl N: t.h~ tlme th(' court. de(':mfi 

:H:cesS,I!Y l(a t.ht: COmmlS~\l:)nE:r te, a!;(;erti."tl:l the c()fldltion 

of the In'''\.In'l" Ur_on :notil)n Ol 01". _t.s o .... n. t.he court. mai' 

from tln'e to tUlle 1,01d heilrlngs ~1!> It dc(~ms d~f.,it·ahle <)ft,t~r 

notice a!:, It ckens "ppt"opnilt~" .11.(1 m,lY eX':~~nd, :~hort.t::n, 0:" 

Q'Od1fy I.ht' terns 0:" t.he St:1ZUIC Otdt':l·. The ::ourt shall vacate 

!·.n(': ~t·.17.Ule ord(~r lf tiH~ COC;:!lIlt,;~;lorlt':" ftl.ls to C(,;:7IlI)f!nCf) d 

furn'al pr()ce~!d~n'J o...:ndt:t" this d\'\r-U~I dftet h,1V1lig hod a 

I",~,,,~ollable "PP()t·t.llnl ty T.o do ~o An order I)J the <'0111 t. 

pUrS(!"nt. to d fOIII",,:d proceedinQ under' thlS chapt.(~l· shall 

dutomatic"lly 'J<lcatt! tilL' t>elz-ure urdt':r. 

'1 lnt.ry of " St':17.IIt·e 01d(:1 \I:ld~r Itll:~ sect-loa l~ not 

,HI <lullClpat.Ot·y brf\i\.::h of a conti act of the: IIlSUI·Cl. 

'" AI: lnSlIn!f S\.oj~~ct to dn ex ~,a:·tt~ ot aCl ,Jod~:' i:.hH·. 

s(!clio)) nay petltlon t.h· courT. aitc! -::he l':SU'.mce of the onScI 

fur iI hCdt'lng dnd reVlt>"" of t!:(\ onkt·. The cuU;'l ldHll hold 

th~ he:.,t"lIl9 and ;'''V1(:W U;)t. 1I\01t: than flft.c:(':n ddyS aitet· the 

l'cque~~t A h~i":~nq \lIlder I.tllS ~;1lt;.3~:ctlon m<lY tH! h.:ld ~1"l-

viltely in ct'dlfL.ter5. Up~":CI reques! of t.he .1I~~\lIer t.ho:: ht~,"tI'lng 

!;(1,111 tH: heJd pll\'J.te~r 1n cr.d:'lbet"l"; 

" If ,It. .11LY tim~, ,i!U!I' t.lle ~:;auancE: of ,II) oHler uoder 

till!:> ;,;t:(.."1;:.100 it appeal's t.o ttw CO·,l1·t th~.t d pf::l"f:Qn ·.rhos(! 1Jl­

ter~l".1 lS or ~,'\ll be sIIhstant1dlly diip.<.t.t,:d by t.hc (...t"der dl:t 

not ~1ppt:at" dt the ht':at"l:1g ilnd ~lilS 1·,Ot. b<:er, r;erved, UH! ,:out·t 

m"y crd(~1 th.:.ot not.1Ct! h\~ g:ven. An urdf':I' t.h,lt notl;:"e be qlven 

:~Lal_ not stdY the t::fit':ct of '11li onl,'I' Pl·t.!Vlously is~u,~d by 

t tl(\ (:O\,{· t . 

;:>ec. 1; Hr.\<;,_ SF:CTlON !)(l7(' 11 C(lNFlDJ::NTIA[.lT'{ 01' HJ::AR-

ING;;. Not·.r1ttl!Jl;:.dndi~"J chapt.er· bkA. Hl <>~l adrnioi$tl·,1~.lve 

Ft'O("('(':dlngs punwaa1 t.\l sectlcns ~8"i~' 9 ,1nd ~O?('.lO dll t'ecords 

dllU document!; pet·t<llnllllj to ('r a p,1rT of 1 lie i"t!co.rd of I.h(> 

p:oceedlng!l .11C <.:on11d(.·:ltl<\1 e.xcei~t c'.!; ;,: neC'~SSill'y to obta1r. 

cOrnpl).111ce · ... ltfl a proc~edlnq EO ... ·('v,'I·. :.tw 1(.>(;0(03<;; n·.dj' be 

rt~leilli(!d 1" '~lttlt,:r o~ the fo:lv .... lng: 

1. Tht': in~.,ure:· Ieque:,;l:; t.h,lt. t.he I'(':conis !)(: (IIi."t~k· publl':. 

.? l\ftel a hc:.lri:.q 011 t.he l~~o..;e ... ·lt~1 the pat·tie!) I.() t.h'~ 

• 
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~l'ocp.t:din<J. the COUL"t o:::ders t.h",l 'thp n,C0rds t(~ made publlC. 

DIVISION 11: 

FORnAl, PR0CEU> I NGS 

~eC' • 1 ? . ~E'~ 5F.C~:.1 .. ~~. ~(nC.12 Cl<OUNDS FOH REHAB!I.ITA-

TION. The C~)tr.rriSt.lOIj(,:r ;nill' petitio!) t.he dl'!;tl"lCt. COurt fell 

an o:'rd~)' to [c:hc.Ollltate a dOln(!~tlc lO!>Ul"t"!r 01 .1.n ,tIlen lH­

SUt'(:l domic:il~d in t.his st~te on <lfly of the foll{)\oHng qnmnd:;: 

1. The insuu~1" is ill <I condition t.h.\t the hlJ'U:er tl";,nSitt:­

tton of l>u~;lneES · .. ·uul.d be fin,If)c1ally h"7.i.l1"dou!; t.o it.s poli"y­

holden;, en:dlt.or"n" or th~ publle" 

2. Then~ is r eaHofldLie (·"\lSt! to toelicv~! that. thr:n~ 1)(\:6 

t>een erflbe?zlcm(~nt. frOTrl t"h~ ln~;lll"(~1 o,lr00gfu! seque::;t.r",lt"lOti 

0r drVel"~ion of th#': im;un:r'!; a!:~;et.l'" forqcl"Y 01 fl"aud i\f­

fect.ilv) the in~urer, 0r other 111..:ga! condllr;t in, by, 01" with 

rer.pcct. to tlw lm;\l1"(:l thdt", if t':st.ahll!.ihed, .... ould endanqr.r 

c:.~:~etr. ill an tI):10U):t. thl"bltt.'fnog the solvency of the lll~ure:". 

1. Th(: iIlSUI"e1" h<t!~ failed to (el~o\.'(: "pel:'>oo, whet.hel 

dn officer, maO,l4(:1", g\!llet"aI .. H}(!nt, ~nployl':(~, or othel p(~r"son, 

... ho 1n f.lct ;ias executi""e duthority Ifl the insm"eJ", 1f til(.' 

per"S0~' hcls het~n foullo dfter" not.lce <,nd tlt!ariog by 1.1)(: (;01"'.­

!nissimwr too be di!.hofle:.t 01' untlust ... ·ort.hy 111 (\ ... ·dy affect"lng 

t.he i)H;Ut"(:r' s bUGlnes!;. 

4. Cont.rol of Uw tn::u)"t!l" l!; in ,\ pt.t"f~On or pen-;ow~ found 

cdt.!'!r 1l0t.H:e dnd heal" illg to be untruo..twol"t.hy" Coutl"O} r,,,y 

be: hi' r.,t.oc:'- o· ... IIt!r:..>lnp 01" by other" Int~.:.In:(; and m"y he di rect. 

or 1ndin=ct" 

; A per~;on ..... ho III f",,;t. h~)s ('xeCllt.lve nuthority ln the 

lnSUlC1", .... hel.her <\n offict!L 1'"l,)n,lgt~L qetH~I",lI "9(,'0(. dlrt!ctOL 

OJ tl"\l:~t.(:e, o;o,rnploy.:e, ot" ot.her Ve!"r.on hils n:fu!;(d to Le 

ex.Hnined under o~)til Ly t.he cnmm;.:.,sloner" cOIKernlng th~ 

lfl!)Ur(.'r'!", <lff,lirs, ITl thi,; :.;tot.e or el"""· ... hero;o,, ar,d i"tJ"tet 

)"C',ll'iOnar.le notice of Uv.' fact t.he ln~;lJn"" tlil:., t.llh:d P·"()r.lpl.ly 

,And effr:ctlvely to t"ermindte the ett,ploymt:llt. and statu!:, of 

the pL'rson ,""lnd .11i Uw pen:ofl't; .inillH:nc.) on 11I<lllagemcnt 

6. Aft';;'r delidod t,y t"he COnRI1SSlotWr llod~r ch,lptel" 5":)".1 

01' ~;lId('I" tr.1S c1MIJl(."", I"h~ lnSUn!l hd~ falled to ~10rn~t.ly 

Ir"k.".' i.vd~ldble ior ~~X<lmillat10n (t~ly of tt.!; prOf'.:l"t"}', book~";, 

• 
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'lCC()Unt!~. do::wnents, 01' otht::l" r\~c'Hds. OJ" th0!H: of a Subsldlary 

Ot rel.lted e.)tI!pdIlY witlun Uw ccnt.t"ol of the inSU1'E.'t. or thos(! 

oj a pen._on having ~xE'cutive ,)ut.horlty in the insll!'(,l so fdr 

iW t.hey pt:t lain to the In~;un~l 

7. '..Jlthout f'lI::;t, ohtdl.ntnq t.he '.It'ltt'cfI conr.ent of the 

COlntnlSSloncr, the lnsurcr hit::> lr.l:u;fert"ed. Ot' attempt.ed to 

tr,lIH;f('l, 1n ,) manner cont".l"iuy to d\l.p~"t!l" 521 01" 521h, !:""lIh­

st.imt.i,,1l1y i U: ent.lIE: propel ty or hlli'll1e::,:r~, or" lIcu; er:t.~t"r:d 

lnto ,) tnltl~nction t.he e1 feet. of ... ·hl.ch IS to merqr:, 

consol.idate, 01 rein!;\Il"(: :.;ub!>tilflt.li.llly it.f"" elltire prOper"t.i' 

or Lu<;iness 1n 0t ... ·1 t.h t.he {Jropf"!rt.y 01 Lusiof"!ss 01 nny other 

P(:l"SOn 

8 The inSll1"el Ot" its propert.y h,lS Lt!(·n Ot" is t.ht' aubject. 

of <I:' itppl :Ci"tt iOfl lot th..: appointment of a I"~ceiver". t,Iustee, 

clli:t.cdi<lTl. coo!;e'"V,lt.():· 01 :;eqlH~!';t.r'ltol" 0t !:imi lar tiduci,u:y 

oj th.~ insut~t 01 tt!> prOpel"ty OthCl t.h'iIl dG aut.h()ri'.cd undel' 

UH! Hlf..ur.lnce l<.1 .... s 01 thts ~;1.c:tte. and t.t)(~ appointJllent hal', 

b~~p.n m;lde or t t. 1 m"i fl(.'T1 t., Mid th(~ c.ppo 1 fl tment r",i qh1. Oll::; t. the 

C0Ul t uf I"his stdte of jun:~dlf:ttOn 0'" might ptej.:dice orderly 

d(~llllquencl !H"oce~:dlng:) llnd("!r Uns ch .... pte>r 

9. Wlthln '""he p:"evious thrc(.' yt!cHS the :i.nIHJl"I:l" h,,:; .... i11-

fully 'lIul.lted ito.. char"t.e~1 ~)t" art".icl(~s 01 1 l)COq)(!I·'ll.l on, lti; 

byldW&, all lnsurance ld~ of ttll::; !;tat(!, or" a valid order ()1 

ttv~ cl)lUrr"l~t.i"oner ufld~~r" sect . .lon !)07C.<.1 

1('. The In!:.urer hd~ Ll1lt!d to:, p,')' .... ithill ~lxty day" -lft.et 

t"he du~ date an O(;ll'.jiOt.I()1I tl) <1 statt~ 01" dny :.,uhdlvls1on of 

d t;t..tl"(~ 01" d judqr:",c-:nt entr.n'd 1n <'. !;tate, 11 th~ court. In 

WhlCh t""ht~ Judo.Jlrent ... ·dS (.'oten:d hOld Jut u;dictlofl over the 

~:\Ihj\:ct mattr:1 Ho· ... eveJ, IIO:lp.lyment shdll not be d ground 

unt.i 1 sixcy di"ti':~ i1.fter " good f<nt.h effon" by t.he insurf)r 

t.o c0nte~.~" t;H! obltgat 1011 hdf.> h()(~n t.~!r;"IllIHt.\~d "'hethe!: the 

effort. 1:"; bef()lt~ t.ho?: corn.:njssl011t":l" Ot" tn t.he COlU"t." , or I"he 

lll::;uret" hcl\, sySI.(:m,lt.icdlly ,1tt.t:rnp':"ed 1.0 CQrnprornu:e or 

!t"np.qot.i,lt.f! pn,:vIO<.".sl, MJret!il Si..'tt.lcmellt~; 'dlth 1t!) Crl':dlto1:> 

on the q10\i~lli t!"i<\t It" i~ floanI71 .. '.lly ulI'lbl~ to Pili ltS 

ob~ iQ"I 1 on:;, 111 full 

J: 
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11 'rh~ lr.SI,.;"(';' hi,!:. (,llleJ to !'i.l~ iT;" ilnmlal n;;,ort. (.t 

<~t.heJ f.un:)ci,1.1 ~·t:'FOt·~. n,q~"~red .... ~tlu:1 t.he..' tU1f~ all~,·.:e.j 'I~)"':. 

"l:.;:r wl·itten den·i'..nd by the conlfll;;!',l('nt~r, has f,1.lled u~ ~m­

nedl,lt':!ly qlve a:l 'ldt~q\lttt.~ ~:xplanatlon. 

12 The hoanl 0:: dl~'ect0t's: ot' thl'! t:()~d(~n; of a )'\1d jo t': t. '! 

of 1.he sl)dn~$ ent.ltlf!d to vote O~· d lIIil)Ol'lt)' of t.;)~)se 1n­

divl(h,.lls e~)t.lt~.:d t<..: l.:W ::ollt.r·ol of thOSE: ent.It.le:., p:.quetit 

or· ::on!H'ut to retHlblll1.<1tion IIndet 

Sec. ~:>. NF,· .... _?;~:1'ION. ~07C .. i 

till';': chaptet. 

RF:llhfilLiTATI0N l'RJ)f.RS. 

An order to l"(~habll~t,1.te ~he bU:-ll!wst-> of ,1 dOIIl(:(;'!.IC 

ln$Un~I Ol" .:w ,1.lien lr.::':I...::eJ JOM1ciled in t..is !;tat,t~ ~hall 

-3pp0ln~. ~.1w <:O:TI/IIls(,:on(~r· ,\~; t.h~ re~abll:'tdt.or. Til':! o!·'.1et 

shilll di:·p.ct the n,hi,cilitatot t(; tilb~ rO~g(:~5ion ot th" 

,)sr.et,., :)1' ~:.he i:)!'>l1rer, dnd t.o 'Hln·1Dir.t.ef them undel I.he ;;enel"dl 

!·.\lper: ..... lf..l'~n 01 tl:.~ CC'Ut·t. The fllir;g or recordIng of tile 

ordet 'Jlch the: clerk 01 th" -:li"tl·lct COUll Ot :·ecordet 0: 

dt:e{!t-> of t.h(>; co~r~ty ill .... ·hich the p lIlCIP;,J h\.sine!>!; 01 Ul(: 

iIl5\lr~l· ir., c0nJucted, or l:h~ count.y )n which lV, PJ·il~clpal 

oi!·ice ')l" pl<lc~ of bo..:!;lne~:., IS l\)-::,\t.ed, 1:> UH! sam(~ not.L::"e 

ri!> <I det:d. hill 01 :.,.:\le, 0r ot.he£ e'/ldt~;)(:e ()f t.)l.lp duly Jlled 

0: H:co\"ded .... 1 ~,h t.h,1.t. I."ecol"det DI dt~ed!'>. The c,rder to 

rehal:oLllti.lt.e t.he l~:;".l;eJ· st),111 "'e!>t lltle t.o ,,11 ,1Sl"Ct.!; of 

t.he inl"uret· in U:e l"J>habi!itdtol 

2. .-\11 onie\" is!>'led uoder· I.hlS ~~e(:"';:.lon !',hil~ 1 :·e<J~;1 re a'~-

\;<..:unt 1,"} 1·.0 t.he cour·t. by the reP-all 1 1 ~.,ltOl·. .;(""c0unttnq!i :.,h<111 

1w at. il~t~:·v..:tl~ Uu: court speclflt:d 1:) the order, 

·l I::at!y of :In ord\~[· 01 :eh,1.bllltdtl.:.:on l~ fh)t ,HI c)I)I:1Clpa-

tot·y ~r~ilr:h of .:! co:)t.:·,\ct (': the tnsu:·p.t·. 

s~c 14. NF.W SI::C"fL2l' 

Ft:HAlH L I Tl.TOl< 

~,;)·:c. 14 PC:.-I!::kS AND J)(J"T1 r::; 0':' THE 

I. :'ht: ~:omt!".i!>!>ior)f:r ;os J"(:lHbilit,ltot" m,IY appo)n!. one ('r 

lIl(;l·e..' spt~('i<l;. depllt.1(:r.. The .::;peclid deput.i~~ $hclll h,1.Vt, In~: 

P0Wt.·t·S ,lnd re:;poTisibllillE.":~ of UH.' 1"f::)abj.l1t.d~_Ot" 'JL".!lIted ul:der 

I·.his S\~ct.lon. t:le commlssi():1er may l'lIIploy cOI1n!;el. ~~.lel"k:.;, 

,I;):; ,13r..ir.,tdnl.H ,lS nt?cet>sdJ·Y. Thf~ ::ot:"lp('nc;')1.1on of UI\: sp~(;~-ll 

oepllty. counsel, ::~el"ks. itnd ass1st,)nt.s <lnd elll eXpt~IW~'s of 

ti.lk Illg po(;~.es~ 1()~ <,! the in!>llre~· <'Ild of cOI~d\lc t.1 ~<; t..'le 
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F:·()c('(~dinq" ~hall bo' ~IX\::: by thf:: CCWUII.1SSl0nel ' .. '1111 the 

<Ipp,o'.'.:.ol ;,t ;.I)1~ r.e,Ul't ded sl;".1 hI"! paid ?ut of t.hl" funds or 

,)2,sct:; cl th~ lm;\lI':~1". 'i'he i)(>rs()r.:~ ilPPOIIlt.I!d Jr'.de! thi!; 

seC:~.10n dle.ll f,'~l·.re at t()~ ~l~c.:';l<l(! 01 ~.h.: co:·,nllSS1()~r.r. 

:f the Pt'o~~::t:y \)[ the lnS\.l"t:l" d()Cl~ not <:ont.'l~:1 :.;u(tlcH.'nt: 

C£l1.'h 01 1 ~\I\ild ilSt.r.t.S t:') de1'1dY the CO!6t!; l)H':\ll'H~d, the 

(;(l:Tll'l,i,;Sloner may adVdnCl' t.tl€! cor.t.s f.0 i:v:urrec (jut of any 

appl"Opt'l.:.tlon fOl the malnl",endnC(; of t.h· lnSUI',lECIl' Jepdlt.ment 

Arn()\m~.s so 'ldv<lflC~d fot' ~Xpell.'H's of W:UlIllll:;"..l'ntlon ~~all Cl' 

:·f~Pdld to t.I~(, cor:·;m~~Sl()IWr 10[· the 1\,;~ of the inSlIt·,lncc 

dep<lr~.ment 0111. \)1 t.he l~[st ;IVil1l,lble..' OIol~ey of ... hE: lns!,.;[~c. 

l The rehabilltdtol n··,l;' t<~k(· ;~~:t.i(){) <IS the C("!h,lh1lit<'S­

tOt de~I'G rwcess.u·y 0'· ap9ropL·iate to n~forn and l"t'!'.'ltallze 

:.tt~ l)WUl'(.~[. Th("! 1 ehahi 1 i tdtOt !;h,d 1 h"",ve trle po .... ·er!; of :.hc 

dlrect.o:·~;, 01f~ct:r·s .. 1no1 n\,'.naqer~:. of tlH· inf,\lr~r, .... ho!>e au­

:'l"lO:lty shall bl: r,U$pf.'":lded l\XC(.'pt .IS t:w p0 .... t:[~ ,Itt: 

:·edel(·r;,It.t:d ty the n·hi.lbll i ~.iltOl The· r("!h,1!',il11"..'ltur ;hall 

h"",ve Fc'· ... er to dl J"(,<":t and It".d))d<J~, to lllre dnd I..ilschargt' 

~.'rrploi·et::., ~.;u~ j(!ct to l'ont l·.l(·t tights t.he t~lnpl()ye(:;, m,)y 1l<1,':(', 

,l:)d t.o ,k,11 ·''It.h tho property '\I:d ~l_:;in~$~; "f th~ lI)DUt·er. 

3 If It QPpt:alT. t.o th~ r:ehabllltdt.or that thel"t! ha!> been 

cL·1mln,,1 ;')J ton.)OUS l~onduct. OI b.-each of u con~.r·"ctual f)r 

flduc:ill·y obi iqdtl;.){) h:,' any pt~rson dp.trim(!:")t,ul t,o the ln~HIl·er, 

t.he 1"etidt'llltatol· m"",y ;;11l·t'Ut> dPl>l·O~t li\t~ lcgal n:mf~d1es OJ) 

behalf· (11· ~t)~ )nSUlf~1 ... If t.he l"'..!hahi 1 i tator dp.t.ennlne~ tl"ldt reor'JanU<:!It.lon . 

::on,;olldat.i.ol". convt.'t·Sl.OIL n~ln~lIr:lllce, n1p.l·qcr. or other 

I·.l'l,n,;forn',ltl'):1 oj I.h~ ~n~·;\u·""~ if, -"pt::roprldte, the lehd1i11t.4-

tor !;t;~dl plt:p.lH: <\ plein to E:!tec~. ttw chClnges. Uper! ,lppI1C:'­

t~on of 1:)~ rehabll~t.<11.or fo)" ,lPP!·ov,1.1 of t.he plal~, anti d1ter 

not)<":e- '->'1'.<1 hei\r1~)qr. d$ the C.;>llt"t. rr·<.IY pJesct1h(:. the C<)Ul·t 

IUdI' t:1tlw:· <IPyt"l>Vt:. dir><ll_provt:'; or modlfy t.he plcln proposed. 

;'t~fot-= ap;-:t0vill<j .1 plan. th~ (;?urt (.;n .. :l 1Inct U·,dt it. I!; feur 

..:.r,d E."gultabl.e to .lll p'lrt.l~:; cO))O::C'l."ned. I f the plan IS all-

pr0v(!d, I:he If:h'1hillta~01· shull c;ur·y I),H. tht~ p),ln. In 'the 

Cd!>~ <,t d I~f" ln~ur·c\", if ~ll rightG ,)1 Giar~ho~del's at·e 

fl;!~t 1·~'I.nq\Jl!>t)('d. :he pl..!.n plopo-:.:eJ indY 1ncludt: I.()t~ 1mr ... OS1-

• 
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tl()I~ of 1 i0.ng 1Ij:';,)f) the polio.::~",!; of t:hp. c:ompiUlJ. A plan fOl 

d l:fe 11l:.'Ul'el.' nC,lY ,\1;:-.('> pt'0j)O:H! HrpO!;!tlO)1 0:' d rn(,r,)t.(';rPlrr­

upon lo;.n a!).J ciaf>h ::;ul'rendet' rights undeJ. pOllCleti. 

S. The l"endO.llltator shall hJ.'1e the power \il\cl,'! S(.'ctlO!)S 

:)D7(;.2f, ,m3 S-:PC 7:i ,',() .'.lvo\d fr.HtQtll<:ot tJ'J,lIsten:',. 

;:>ec. ~ ') . ~ .. E'w S IXT I ON . ~07C .15 t\C~~'IO~I$ P'l .;;'ND .I'IG;dNST 

RF:HABILITATOR. 

1. A C()· . .H·~, h~:!()rt: winch <1f) ,letlon 01 ploce'.::d~nq ~!l whi::h 

~,ht: iO!)lln""!( is ,1 P,Ht,' or .11> obligated to dcft:nd i\ pcl1ty i~~ 

~endl:l'-J ..... hen it rehobllltilt.10n ()1'(1~1 dgdl()!;t th~ il\~1in:t is 

entel'cd, ahall ;;tdY the .:lCt.IOIl (i[ pl'vceed~ng for ninet.y d,lYS 

cuiJ any dddlt.l(;nal llne ... s necessary fo! the relv,b.lllt..-Itol" 

~(; ch~.;.:.in p:'(;yt:l' r'ei)r(':::cn~,;ll'.i()n and ;;tepClre 1-.:t 1ut't~let 

pl"C)cC:t~di ngs, Ttl\~ t'chabi 1 i til, tor" :::hall t.lKe '"),<;1.1011 1 especf.:.i nq 

t.~H: pending litig;,tlOIl a!: ol:'!cer:f.arj' 1n t.tlt! llltt.'l'est,:. 01 )u!>tlr::e 

;H\d for the pl"()t.ect.lOI) of credi.t.orr., policrholders, <md ·_he 

put. llC The rehabilltatol (;hdll .lranediatp.ly r;ol\!;ilier all 

litigMLlOfl pendlng outSl(lt~ tIllS stMLe and &hall p~titiotl I,h(~ 

C()Ul't"~ 11<lvlng jUJ'isdlction over t.hat. llt1C)atlon fln' ~tity!; 

.... );enever ne:;es!'>dry to protec-t. the esl"lt.~ of t.h(~ insuret 

,) ;., l',!...ttute of lllrit.iltlon:; ot" d~fenl:;~ of ldche~ slvd I 

riot :"\11l i.n ;ll": 'lction by or .1qclinst. cUI 1nSU1'eL 1Jt~t.Wf:ell the 

f1llng 01 iI pe'titlon lot' dppointtTIf"!nt' of .1 I'(~h;lhilit.;.t.ot fOl 

that ITlS1Ilt!t and the oJ'(ler gtantltHJ or cienYlr.".1 lh.::l't p~t.It.1(Hl. 

An <'.ctlon by ot" ,\qainst t.~l~ ItlSUt'(!t t.hlt 1Q19t:t. hC\v(.' l>Ct'fi 

COIf\J'IlE'flCt!(! .... flell the p~titton was filed rl':;:: t;.~ corrunenct'd 1o. 

dt least Slxt"y days .f'tt.'J tIle ,)rdel (If t'(~habilitation lS 

cfltelt.'d ;)l" the Pt::tlt1on t!> d(:ni(:d" 

], A quar.lnty associ<lt.totl or fOI"f"!iqn qU<lr<tnty as!70CI;lt10t) 

COVel'lng Ilfe or health in!'.ut'ilOCC 01 c)nnulties Shdll hdV~ 

~t,'HHhnq to c'p""eal in a court Pl"OC~(:dIIlg concerninq t.he t(,­

habil~T:.at~on of ,) l\f~ Ot' healtt: in$Ut"~l" if th~ d!>EOc~dtion 

J~ 0l, may becofl~~ li;lble t.o .let ,1$ " rer>ult ot the n!'h .... blllT:.a­

tior: 

:;cC" 1 b 

T:OI"' 
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.... ·henever tilt!' (;cfllnir.,;ione!" dete1"1I11n~!> tiMt. (urt.lw1' ;\t.­

t'.::nl~t.!; to I"ch;.hilit."t.(, ,l,} ln~ut'et' wouid SUbSt.Mlt1illly lnCte .... se 

ttl(: 11(;K of lo~s to (;l"~";'it.()rs, yOl1Cjlh()ld~l'r., ,1[ th~ puhl1(;, 

0»)" ..... ()uld bl:'! fut.i l\~, t.he ct..la\lI\i:~:Hont::r I'ny p~~t.ltHm the d'i"t.l"ict 

court 101' dO otde." of llq\lIdat.ion, A peti':lol) unnet' t1ua 

F,utlsect..on stwll have the !><",:ne eff.~.::t. ClS Cl p'..:tlt.lon undeJ 

:~ect.lon ~)O"C,l", The COUlt !6h..:.l1 p~""rnlt the lhn~ctol':'" of 

the lnSUrCt to t.'lke act.lon!> ,w ;u"e r.~""onat;.li' neCt·:';!:dt"y to 

del'elld <I\)itlll"t" the p~tit,lon .uld TtI<ly ordet" I;.,\ym~nt fJ'om Ule 

t~S~".1t.t~ vl' the .In!~ut'et o! CO&t!; ,lnll ot.hel expen<:;~a o{ defp.ns~ 

,1f. JllSt.IC(~ "'''i' l'e(.j,ultc, 

?, Thc n:h;.lt.llitatol tII'l}' <:it, dny tlm" p~t.ttiotl cht.' dl!1tt'ict 

c;)ar~ f::r c.~l on!e:' ~l~t'"\I:tatlf}(; ret:db~!lt"t:on 0! ,l:} I n:;o.; 1'("'1 " 

Thc dil"ect.on~ of tIl(! inslIt(!t' nay petition t.hc c()urt fot ;in 

<:nlel tl'lillfl<ltUIC} 1"~li3Cl!ltdtlOtl o( th(': insuJ'(~l' .lnJ th(! court 

n),1Y onlel p'-lyment. f1'om Ull: estatt: 01 the inf;Ur.'r:r of cost.s 

(snd I')t,)wr \~xpl':nses ,:,f t.h~ pet.it.lon as Ju:;tlce il"~y reqult"e, 

11 th~ ';('U1't. findr., that tehabilit.,!t.ion has bt!l'n ,1CCOI':"Ipllshe<i 

.\lHl th<tt 'J'"Ol.mdb t'Ol' n!h.ll>l1 1liH lOll lIndp.t' r.f!ct ion ~,(n( 1:: 
110 lonq(~r ('xist., it. Sh,lll onleJ thill t.he in!>lIrel" toe rer.·t.ol"cd 

lo f")f:$(:sslon of it.s propert.y and the (;otltl(Jl (It i.ts busines$ 

'Iht~ court tray ~l!>o It-t':lIlnilte tilt' ;"Ch,lhlllt .. l.i()n ;H" imy I.tr'lle 

UPOti l t:; o' .. "'f) tllO t i on 

~c'C" '·1" '~F"\<j"~G.'XI:~~ ~)(l·'C, "; GI:\OUNIJS FOR LI9UII)ATION, 

Tht! C(l!II/111$'!>1()n~1 tn'ly pe1.ltlon th~ d)stt'i(";t. court. (or ,In (H'd<.'t 

dlrl~ct.ltl9 th(.' COr;IlTIISfil.on~r to llgul(\<\tl:'! a dom€'$tic lnr.ut"cr 

or .... n ,11 ien In"urer oJoruiclle:d in 1.his ;;lat(.' on .lny of th~ 

follo',.'tnq <Jt'(>und~ 

Ar.y gnHIIHl for ,)1) onl(!r' 01 l't!'ilahllltatlcIl ::;peclflcd 

In r,e::llotl ")(;·;;>12 ... ·ht"Lh~t' (Ir noT.. thet,e has tH:(:f) ,1 prlor Oloel 

directIng t.ltt! n~h<lhllit;.,tion 0J t.he in:~urcr 

2" 't:}.lt the lOSUlet I:'; In<:;olvcmt.. 

3. 'th.1t the lr~sun~r I:., tf! a condition th"l' .he fut"ther 

tr.lnf.,\cl 10,101 bur.lner.,!; ',,'ouid C~ h.lzat"<\ou!>, !ltl,lOci,llly 01 

oU:et ... ·!~,~, It I Its poll<:i'h{)ld(~t's, It~ ct'e<iilots, or th(.~ puhllc 

$~c lt j ~~~,_~~\:}.'!9.~" ~)O·/(" 18 :.lQUIllATION OP:UF.f<S, 

:I: 
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1. Aa i)l'do=l ·wO llqllid'l~.e thc~ hU:.:;lneSt. of " dumr:stic »w 

,;\)I"{:t ~h~.l1 ,IPP()1:1t tHe ';;Otnmlt.SloneL· <is llq\.l~dat')l" and ,;1.,111 

'J1l"ect tile LqulJ...,tCl to ir.)tu~dlat.eli' ~2!ke ?ossesl->lon 0':' the 

MH.el~s of the 1n!'>urer .:..nJ to "cimlni'Gt(':r t.h<.'rr under the q(met·<l.~ 

supel"V)S,O!\ ot ~.IH~ COUl"t. Tht: 1iqllid<lt.or f>hall be vt'st.f:d 

.... lth th(! t.ltl'.:: to tbe pl"oye.rty, cO:ltr'l.ct!), tUl<i ll'lht::, of 

,lctlO)) and the books ,itlli r~col"ds of ttH: ItlSUl"er cr<ie1"ed 1)­

q\';:ldi.l:.t"(L .... hercver located. 2!r, of ':.he cnl.ly of the ftna~ Ot'dt~l 

of llquid.lt.1on. The iillOq Ot· lecording 01' the or<ieI' .... ith 

t.he clerk of the court ctnd the r.~c:01"ljer of d(':ed~ of the count.y 

In .... hich l1.b Pl·ltlCl~cl.l offict: 01" place 01' bur,iner,::; ic locat.E:d, 

0.(, 10 the (;,lS(: ()f I'eal e::;t.,IU: 'oJ 1 th the n~coldo=r 01 deeds 

of t1~e COUl'ty \· .. h~:e t.he Pl·OpP.t·t.i' 1::; locatc:d, ;:~hal1 ~e r.otlr;c 

,1fi ;" deeJ. tilll ,)1' $i'~", 01' other eVidence of tltlc: d1l1i' fllec 

Ot rccurded .... ith tnt:> rC!::onl~l of o1o..:r:dl-'.. 

? lJpon lssuance of the ol'dt'l', thl.! r1ghts and llabi; II 1~5 

(;1 ..:.n ins1It·(':t· Clnd of It.:~ l~l·p.d1t.O:·S. poli-yyhoi(kn" shctre­

holdf~r~L !""fIe'Tlhert. ,111d otm:l per!;ou~: int.eleGted in its estate 

r,)v .. ll "ecorr~ 11xed a~ of the diltt': of ent.ty 01 the ?rdel vl 

1 ~quidatiot: \:x('(:pt ..IS ~rovi(kd Itl sectlon" ';.07C .19 and 

~,ri'/l: . 37 

3. An :-:'!'der t.o 11q".l .. date t"hr. buslnef~r, of ,10 ",ltE:O 11\!~lIret 

dOQIlCllcd 1n "th~5 ~;t,lI.e sh.:lll be in UH~ lOa:ne t~rtn!; ,1no hd'Je 

thp. g.lm(: legCll en~r;t al:. ,In on1t~r t.o llquul.1t.e it domer,t1\' 

ltl::;\U't"l', except lh,lt n,e <l3f~et~; and t.tw husi)H~fi~ in t.he UOlted 

:',l.<ltt.·b :shilll be tne only asst.'tG ,1.n<l b,15IfH~:';!~ tnClll<i<:d In the 

ordC':l" 

·1. At UIO= tlme of p("!t.ltlonllh) for at". ()J:deJ.· of IlqUld<:!.t.10fl. 

or ,1t any t.imr. ttH:rt~<lft.el". t.hr. comrnissloner. after frl,l.king 

,1ppr()pt·li.lte t.:iII.i1ng:; of an inSUtel'~. in$oivt."!H.:Y. mclY pet1tlO;) 

the COtlrt fot· i. d(:cl,lt·at.loll of Insol\·t~ncy. Aflel' ~lovidlng 

f!\:t.1Ct: <1,lU h'.::cl.rlnq 2!G it deen:.f.. p::opel', tht: court. mclY tIIl1ke 

I·.he decl<lliltlon 

5. An ordet lSf>ued undel" this st:ct.l( ... n Dhall t"(~qllll't!' ac-

\~0~mt i fig tv the ("ou t·t. hy the 1 i qu 1 da tor 

he CIt i.))t.~rv.\I~; !".re':lfied ill ~he ordet 

• 

ACCOUtitlOqt. !'>thl~l 

• 

HouGe file ):,Cl. P. 20 

Sec. 1<1. HEW Sf.CT.t.C?!i. 5{)7(~ . .19 CON'rI NUA1KJ:: Of' C,)vF.RACt: 

1. f.X(;(.·pt fOl llfl"! Ot hp.alt.h }f1I-'.Ul·ance 01" ,l.nnu:ties, poll­

Clf~ti tn effect at ttw ~lr1",e of Is:-nlance of an onler of liquidil­

twlon shall contHlue 10 for;:e onl}, fOI" the 1essez' of: 

<:I. I'. period ('of t.hll·t.i' cays frol\) lht' dat.e of ent.ly of :he 

!lguid~tior1 orders . 

b The (:xplrat.10f': 01 the pcl~cy ('ove1"aqf~. 

c The fiatt' ""hen the In!;ureci flo'!> replaccd l.he insurance 

coverage .... i t.h equivalent lnSllt'ance in <lnoth(':t· ::'nSUIel· or 

othp.l" .... ls~ 'tenTiinated the POllCY 

d. The liqU1ddtol' !leU; t~ffected " t.ran!)f(!r 01 t.he policy 

()bltq~tion PUt·sU<.H1t. "'0 ~~ect.ion S07C.21, sub~,ection 1. par3-

qri.lph "h" 

2 1)0 onkr or I )(Juld",tion unlit"!· DccI.lon 5'J";C .1£1 snaIl 

tt."ll'llI\<lt.(~ c(wet'ages ,It. the timt~ specl fied III :..ubl:;~('t.io:) 1 

for purpoGe!; of any ott .. ~t ~~t~tut(':. 

). Pollcit:& of 111e or healt.h il\::;Ut'!H1Ce or ,lntl11ItlE:S shall 

('ontu1ue 1n fot'ct: fot t.he po::ri0d ,1nd und\~t leIms 2!!; H'. pl'ovided 

fur hy any ...,pp1lcable qUilrtwt]' a5soci,lt1oo or !()n~lqn gU<1t',lnty 

iI5GOC1,)t1Ct';. 

-, I'OllCi(;s of llte or I.t:,11t.h ln~Ur,l{)(:e 01" cl.nnllit.1es. 0.r 

any pt:t IOU Ol" coveraqe ()f the pol ~C1es not (:'v.Jcn:d by a 

gU2!raoty M;SO,:lilt.ioti 01' fot"(:lgn gU2!r~ml.y <ls(;oci2!tion :.:;hilll 

tc: m 1 n,1 t(: Undt~l' ~~ubr,ect. 1 ()ns 1 ~nd J. 

Sec. 20. NF.W SRCT.lyN. :)07('.20 01 SSOJ.lf1" ruN OF !NSURER 

THe C(JtltI·.la~.'loner may pet.lt.lon fOl ,It) order d~l-'.solvin9 the 

ccrpol'itte eXlstenc~ of il dOmeGtlc 1nsurt:l or thr: UJllt.ed Stat.~s 

hl'(:u)c:;b f)f <111 all.p.)) inSUler dom1clied in this stdte <1t. the 

t.lITa~ th~ O::C:nmi~~!>loner appller, for <:I 11quldati()f) order. The 

court. Sh,111 onlcr dist-;olut:,(1) of the C:HP01·ul.10n upon pE:ti­

tlv!i by tlte cor.11ll1::>:>10ner upon or ,)ft.el the gr<1l11.Ing of a 

j l'1uidi!I ion ordel It the dlsso~ut~()tI has Hot previout;ly 

bE."~n ot·o1 ..... n,d, .It ::;h,lil he effect.t:J b~i Op\~r'll.lot; ot law upon 

the dH,ch;.Ilg(~ of U1e l14Uid,1t.Ot 1f the itl~\ln.'l IS in~olv"nt. 

IIm .. ·ever, ,:h:;501ution may he orderl~d hy t.he court. UP(l:) the 

dischatgt: vf the llq\lluator if the 1n.;un:l IS un<it':l.· a 11quidd­

t.lon order fot some (")thf~t l"O=d!".on. 

5~(: ;i ~~~ SJo;(.;~~.!...~ ~;07C.21 PO~RS OF LIQ;rIDATOR. 
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I. Tht' llquid,1.tor (My: 

it. Appoi.nt. ,1. s.Pt~(:l<ll dt!~uty t.;,) <let for the 11q'Jld~to.! 

under l.hj~ G:laptt'I', ,,,vi 1.0 detenrille the speci,}i d€:p-Jty'!,: 

t"t~asoTHlhlt~ ,:onpp.nf.,dti~-'n. Th~ ::,:pec~,~l (:t::p~t1,'i ::.:h .. ll l~;lVe 'lll 

P 0''''''' n: of th~ llquidatu! gt'<1nted hy u)i;:~ :.;~ct lOt). 'rh~ :~peci"'l 

de9~tY ~hdll s~!rvo at the pleasu~e of the liquida1.()r. 

b. Ilin! (":m!'lloyce~ ulld ;lgent~, legal coun:wl. dCtUdl·1~S, 

acC()Unt.'1nt.~~, ,1ppldiseL"b, (;()ns\iltm.t:~. ;"llId ot.her lJer!.>onnel 

ilS the ("Ornmi:':!;lOnel may d~e;n 1)(":(;(,:5S<11",/ to ;lS~lSt. ill t.ht~ 

llquiddtion. 

c. \Vith the ,lppt"oval of the court (LX the reasonable 

C():IlJlell~at.lon of pmployo::es tlnd ",gents, lE:g,1l cm\O!;el, c)ctuarH:!'>, 

.1(·~:011nt.';Uit", <\ppraiser:s Clnd cOlh.;ulti\nt.(~. 

d. !'ay t'e<'lsollah1e c~)mpensilt.io!1 to Pt!I'SOIlS ,IPvointed ilnd 

t<, de 1 t' ay ft'Otn the funds or asse t:~ () f t.he i 1It-'.U1'e l' all ex­

pt!oses (,f t<'lklllg po:~~;.~ssion of, con~;elvlng. conduct lng, 

!1(jU1,j..ttHI'J, disIA)sinq of, 0)' ()t.l.~r'dir;e dblling ... ·it.h til(; 

bllsines:~ ,md p)'operty o( the l"~Ul·e.r. jf the pcopertj of 

the insurer does not coot.Hn 5Utt icient eash or llquid as(;~ts 

1.0 defrilY t:lt! cosl.s incul'l't:d, the c()m:ni!;sioneJ' m,)y ad'l,lHO! 

the CO~;t5 so lncurrE."d cut. of ,In appropl·i.:.tion f<,r the> mainte­

nance of tht.· lnSUJ'ilnCt~ dep,H tmt~Ilt.. A,llounts 30 i\dVdll~:(!d 101 

exp~:)s(~S o! ildministl'i!tion :.,haII he rep,lid to t.he cotnl"lissionc1 

for the U!;': of t.he insurJ.nc~ depdrt:-:-.cnt Ollt' of t.he first 

'lvall.itt.ole ruon(.'ys of the In!;Urer. 

e. Hold hr.;JI'lng~~, ;,;,ubpoena wltneS!~~:~, bnd c'.)lI\l'el thell: 

<It.t(!ndance. ,l<imini::.ter: o,lt.i1s, eX,1J1linl~ ,} penwn lInd(~r n,ll,h, 

and co:np~:l il peJ'SOIl to :;ul.o~erlbe to thE: person'!; te(;t.illlouy 

'lft.er It has been COl"t'cct 1y rt~c1ucr~d 1.0 WJ'lt1ng. and ill 

(;OIl:H:cl~HHl to t.he pl'oeeedinqs l'equil'e the product.lon 01 hook!>. 

papen:, lec.:)r<i,; 01' othel' docurneni,t', .... hlCh the llquid,ltOl d(~em!; 

l'e!t.'v.~I~t tc t.he InqU)ly. 

t. Collp.ct dt~hl'.:.; and ruoneys due ani ::1,11:TlS h(~Ionqillq to 

the insOJn:r', .... ).erevel l(;r:at.~d. 

th~ liq1.Jldato1' may: 

PU)'SlIoilnt t,) 1..'I:'l' pi.H'ag~~lph, 

(1) :n!;I.II.lltl' tlw..:1y dctlOIl :~) other' )\u·u;dic:t.i())H: t.o 

iorr::.,tdll 9dtni~.;hm~nl'. ,)1)(1 tttt.c':<:.:t}{;)ent pl"oct.'edln'j::> .::l'},~in~t, 

dehl.t.>. 
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(2) !'er(o;'m "et(; <'IS ,He n\:ce~:!;,uy Dr exp('di~nt. to collect, 

CO!lr.f":)-V(: Ol' pr'ol.ect Its <H:!'tet:.; 0.1: prorerl.y, If)cludi!Hj th~ 

p:.oWC1 t,o sell. c:ompollnd, coruprotntSI) 01 <I:;t;l(}n del:.tr. fo1' plH'­

post'!S oj cu1l(!ctlOIi upon t:c!m:> ~noj condit.l0n~: <15 the iiquidi!t,Ol 

dt;>,em~ bc!;t. 

(3) Furmle 'lny C)"(:dlt01'::- rer:lE:di('s ilvdllable to enforce 

cLliln~. 

g. Conduct. public ,)lId PllV,\tP. r,,)les ()~' the pl'opt"!rt.y 01' 

thr. insun.!l'. 

h. Usc ,ISt.>et~ 01' t.he <'!st,ate of all ins\;r~r undpr ... llquida­

tlon order tc tnulli fer polley obi ig"t. ions to a !;olv<'!nt ilS5Umll\9 

lrlf.llr\~r, If t.hl' t1'dllbfel ..... "'r. h~ ;u'r<1ng(~d wit.hout pt:ejudic\~ 

t.0 appI1Ci!bl\.' P1101'ltlet> under r.ec:l".ion ',1j7C 42 

Acq\lin~, hypothec<lt~, ~ncutr,bcr, It"!cHw, 1ruplove, ::oell, 

t.l·i.H:~fe1. ~bdtldon, 0r: (other\.'i!".~ dispost! of 01 deal with prop­

(,n.Y of Uw ir\::.un:1' at 1 t:.; market vall1f! or lIpon term"!; <'Ilid 

(·ondlt.in!)s ilS ;\;'(: I".lil and 1t'3tOn.lblo:.. 'fh(' 1 iquid.ltor shall 

..:.1 ~.;o hitve pow~ r t.o p.xC'(";ut.f":, ,lckno .. ·1 t!dqe, arid de 1 i vp.r d(:cds, 

oill'.3iqt1Itl.t!IIt.:.' rt;>,lf!<'I3eS and otho?r in:=:l'.rllmm)t.s j)ece:;,sd~'y to ef-

fect.lIille i.\ ,,;c.:.le 01 pl:Opt!l ty ,)t. oUler t.r.ln!;;lctlon 111 connectlon 

",.ith t.he 1IqU)I1.It.I()n. 

J. ROl"I'()W mon(~i' on ttl(! sec!..! lty 'Jf lIH.: 1n:~Ul·.,.,r'" '"lSSCt.S 

U1 .... i.t.lwut roecllrlt.y and t() ~xpcuU' ,lnri delivt!1 d0CUP'It:ot!; 

n~ces5il::y t.o that t.r'llI\SilctlOIl 101' tilE.' purpo::;e of (,lei liti.lt.ill9 

tho'! liqlli<i;'t.ion 

k f_nt.~r lnto cont.t·act" ,I;' ,lrt~ nr.c~s!;al'y to carlY out 

t.he 0!d("1 t.o llq\ildi\t.~· dnd to a{fl,lm or dl!).dVO .... ("ont.I'.lcts 

to ·..Ih:ch t.he )I)SUl"(!I' )S .1 pC,J't.i'. 

Cont.I nUt! to J)t·o:,;t;>,c\ll.e 'lud t,o i nz t i tut." 1 n the naruE: 

of the lnH\ir~l 01' 11) tll(! 11qUu.ldtOJ ':., 0"'''1 !Idme <'my and <'Ill 

lil,it,,, and n~~ncr leqal P!'QcN"!dinqs, 1~1 thi5 r;t.lte or, eh;e ... ·tw:e, 

Hld ._,) ~lbal)don t he PJ'OSt~CU t lOll 0 t (' I d 1 m:;. the 11 qll i da t.Ol' deer,,!> 

HtIl!1'ofit,1Ll(! to pun;ue (Unhel I ( th~ lnS-.lI'(~t' 1(; utssolved 

under !;e~:tJon ~,07C.20. ttle llquldato( rid::' dPply to ,UlY C('UI'{, 

,0 t.hlS r;t.,lt,e 01' (>l,:ewtH~!"e {Ilr le"v(~ to ~llb,;t.lt.ult: the 

111"jlUddt01 101 the In!.>U1(-1 ..Ia }!)'lUl':.~ 11. 
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". Pt0:,)t:Clll,(~ ;iI'~ ,!.ctlOf) on beL,dt' of ttl/' cn:dll',on·., m'::I-,het' f.. , 

pO!l(:yh:)l<!.ers :,): sLau::holdel'c; of U:e i:1!;un~t '\'laln!~t <10 offl­

(:,~l' of t~H: tn!;1;:·er:, ,):. ;lay o!.ht~r pe:·:;O~I, 

n. Reno'/e t'(~cord5 ,)nd ;.>IOp ... '1.1y of tr(' in"l\r~t' to til(' of-

fi(;("!~ of th~ cor1'.llllSSlonct' or to (,..U~('l plac .... ",s m"y to~ '.:or,­

venlent. 101 thc: p1lrpoc~" ~f efficlent and ol'de~ly (:xc:(:ution 

of t.he IH1\,id<ltlon, A gU,)f;Ult.y ,1S,,()::t,\t.I()n ot' forel9n gUiH,lnty 

a$!;OC"l.:>llon !~h.lIl Il<lv(~ n,a,;oni\ble acc("!s" to t.he l't.'col'ds of 

ttl#': insur#':r a,; necesGaty lo CcHI'j' out t.he qUiH,lnty's 5LltUt.Ot'y 

ob~ l<.)dt.ion:;. 

o. Deposit i.n one or ,IIOl'e b.ulks 111 HIL., sLlt(~ ~>U::I$ dt, 

"r~ requir(><\ tOl' rn-"etlIHJ COl'lent. ,1<iministrat.10ll exper',3t:s i.nd 

divjo:.:E:n:i dl~tl'iout)ons, 

p. linles:i tIl(! <7out·t 'JroJet·s ot,neC'''·l!~e. If)Vt!:.,I fl~ndl~ noT: 

C\.lr!·~:ltly tll'\~ded, 

q. f"lle n("!~:e~;sal·y documents for n:cord i:) t.h~ ,)ftlce of 

,\ I'(~cort!e:r of oJet.'d!> Ot l'C~cOl'(l ()ffic~ tn thl" ~;tdte 01' els,: ... ·h(:1'(~ 

~here property of the iflS1lrCr IS locd~ed 

r, Asse1't. rlc!~n::;",,~ av<tll~1ble l<.) tlic: InSll!"f':r· ,1" do.jQ1t)!jt 

third p~r'nons 1llcludlng stilt,llt.~G of llmltat1c,n. 6t~tut.es ,)! 

ft·dUd, clllJ tht~ dcfp.nf..e of U!;Ul'j', A "·<lIVel (if il dp.f~nt~e by 

tilt! InSlIt·p.l: ",ttet ,I l.k'tllion in liqulddt,ion :ld$ beeu l11t!d 

!'thall not b:aJ t.ht~ I iqu:d,1tOl". 11 a qU'Hd;ltj' aSS0c:.,lt.lon 

Ot· fOl(;ign qu,Han".:,y <'.~~~oc1atloll has .11l 0hligal,ion t .. O do!f~tld 

,\ SUIt., th.:: l:"qu.1ddto: sh;1i I defer ".:0 the (:bl1g<tt.~ou and rr."i' 

:l\~fend o:lly In til .. , ,\hs,'ecc: of ,1 :lefenae ty tho! Tl.\t',u',ly 

".s:~.'OCi<ltl()n, 

s r:x~rClse ;1ud enff)rct~ the rlghta, leUledlt:~ . .lna PO\ .. ·t:t'S 

01, <t clelilt.ol", !>hareholuel'. po;icyl\\>ld('1'. \)r me!'l'lh~r, Incllloiinq 

the p .. -, .... el· :,0 <lvoHi a transfc:r Ot lier. Uldt may he g'-"'.'f) hi' 

thp. qener,d 1.1 .... <\nQ that 1" Iwt In;:lu,l,'(! wlt.h .'it!ct.ionf; '>0"1('./1 

t1llo\l<jh ~)(nc 28. 

1., Int.ervene ltl ,) proCf~t:dil~q wh\~rcver. jn'!;t.lt.uted that 

:nlght lead 10 the appollltJllent ...... ! a rece!Vt!r Ot t~'u::;tt!t:, dnd 

,1cI', ,)!; tile le~·e:i.Vt~t' or tt'usl.p~ .... henever th~ ilppt.'il~tl·o!nt H: 

01' l ... ,t t:d. 

• • 
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u F.nt,.:r 1nto <19le~T"I~))t:. ..... n.h it !"~ceiVf'!l· \~r comm)t."l0:'H·:l" 

cl InS.Jt~Ir.CC~ :!f a:lY o'hel' st.att: 1'(:~ilt1ng to tlw tel"1bll.1~."­

tlor,. I iqUldatlon. conbet .... i.lllOn ot' dl$Sol;ltl.O:l cf dn inf..ut'el" 

dOing bUSl;WSS in both "t,1t('!; 

v F.xer'-;lf.e pO"'els no'~' h~ld 01 ~I(':re:dter confet:rt?:d upon 

!'ecel':er:; by tho 1,1·,15 of t.his ~t,lt(~ nClt incon~lstenl .... lth 

t h 1 $ ef),lp t.e I" 

2 Thif", ';~ctl<.m doe~ col llrn1t th~ llquid"tol' or: exclude 

the llquidtttor to exerClSr:': ,1 PQWp.r not lisl.\~r) in !;Ubf;t:ct.lon 

1 t.hat. :TIdY be ne(,""~3i.ry Ot dPPli)Pll"'t.~ ~o ,ICCOJnf.'1 i:;h t11\~ p1.a­

P')SC!S of l!11S c:))aptcr, 

s ... ·c, 2/ NF.W Sf-;C r 1 ON ~,n"C)l NOTICE TO CREDITORS tiliD 

OTHERS 

1. thless thp. o.::CHHt otherwi,;~ djl"~ctf., '":,he ;,iq'..lidator 

s;l<lll 9.1ve tlOt.l\:C: of t,:"H~ liq1lir.:lt,i()n ordt'":l :1 f., >:.00)) d:; po,,­

;,ihlt~ by doing all 01 Lhe tOllOW1ll<j 

• Bj' t1lSt clilss m,li 1 i1tld t~lt.h"I' by leltOqr',lm or tf::leph0n(: 

to the In:;l1l',lnc(': cor)fn:,~;~;}oner of each )uf.'l:..d1ct1on In "'hH:tl 

I h~ :l',Sl..t-C':· Hi d')ln(j b,J:;'U\C$!;, 

". By t'ir!;t cla!>~i w.:.;,.l to ... gU.ltilf)ty iI&SOCli.ll'H) or f~)relgn 

'/Udt·dnty dS~';OC1,\t.10I: i.·liieh I~ or !-,1Y be eo:":' .• ' obl.\q'ilted d::; a 

t'i~~u~l c)f' 1h~ I:quiddtlon. 

c '9'1 tlt.s:t class r,)illl t.o illl iU~UI'iHIC,' ilg.~nt.~, 0: tIlt' 

I n:~u t't.' 1 

d. By ilt'!;t cl.\ss m<lll 1.0 all pt!t'sons knowu Of'" reasondbly 

f!xp~'~t.ed ~.() have c1,;l,~rnf., .vJ'11"~'t. th" 1n"urt>~·. l)~cludin'l pol.l(;Y­

h.....,lders. c:y malllnq ,\ notice to U.elt last kno'~':l addrt'l:;f.. ,1!'. 

li:d~c.'1t~d hy t.he r~c:H'd:; 0! lht~ Infnlrer 

e By puhllo.::atlOf) 1n <I ne .... !;pilpl::l 01 ~enend cin:ulat.)on 

lr: the co:,unly tn · .... hi~;h 'he i)lt-llr'~r h~G it:..: prlnCipal plaCE: 

of b ..... sluesl·, <111<1 .1:1 ethe1 loc,,\t.ons ~s t.IH~ llC}1lid,ltor dee:n" 

,·IP;: rupr), <" ':;,1:: . 

l. t{,)t.1C ... , t.o p()t~nt1al cl;lirn,lnt.!. IlIld(~r aUI)::;t!cliou 1 shall 

:e\luil" ,:l,lltr,ar.ts t.o fl.~e with t.he Ilquid,.t.o) th.~)t' <;1.,1irus 

t')qp.t.heI "'lth prop~I pr()oJ's :.>t ~',he C~.::ll:1I undel SE:ctlon ~;'O·,C 3h 

on :,)! C~fC!l'f:> <'. d..ll.e the Il<Ju)ddtOl sL1i.l SP~C\ty in t.he: 1I11t.lCE.', 

Tht~ Ilq1.llddt01 nc("!d Il0t. !e'-i\l.1~·O:: pel<;0C1a cl"'111".11:9 cd'!;h slil·rend~~r 

• 
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ValIH:S 1)1 othCl lIlVt~l:,'Un(!nt ValucH In 111e i!:!:ur,lnc(.· ,Irld 

.;mtllll~.l<~S to ill~ ~ c~,)im. ,:l,1.in .. nt.s shall keep th~ llq\l"id"t.01 

lof01T~d of chi1nge:~ \If addl"(:~H'. 

L 1J 110 t 1("(: lS give/; pur::;llant. t.l) thif., ~:ect lon, the dl;:~-

trlbut10~1 of C"tl'sct.s of the InSlH'er' under t.In~ dl-:l.pt~r :~hd11 

h(~ \'oncIU:';lV~ Wl~!1 t·p.spect to cl,)lmant.l-i ..... b~t.heJ 01 n,)1. ,1 

r:1<11(l1~l)t ,ICt.\l,llly n~ce1ved not.ice. 

Se.c. )]. ~~~~' .. :;ECT If..!.~~ ~>()7C 2) (,UTa:S O}, AGI-:NTS. 

1'-. pt::rsoll ..... ho t·eC(!.lvt::$ not.ice 1:1 the forlll prer.crlbt!"d 

In St~( t-lon ~O·'C.;;J. t.h,lt <HI .In::'IU·('l· willch the pt:1!60n repn~st.·tlt::; 

<1$ "'II aq(~nt. lS tile subject. 01" ~ llqU)(iilti,m onl.et·. shall 

W1UilO fift.een d<IYS of thc not let:: gi'''c notice t.O t~ach 

poltcyholdf':l" or :H.ht:1 per!;ol1 !H!llcd In a POllCy ll:,r.ued t.hcollqh 

the ;.Iqetlt by th(~ insul"t!l: of tht~ Ilqu1datiof) oldet". Th(! ooticc 

:;lwll bt: !;t~llt. bi' flt":;t elM;!", m,lll to the l.:."tIiL dddrp.ss cont.dirwd 

In llw ctgent.'!'". l"(:coniH 1 f t.ht'! ,1g(!ilt ha::; cO l1.!cord (,f !.IU! addrc~~s 

of t.he pol icyholde)' 01' ottlet· person t\ poliCY lS i::'l:,ued 

through "n d'Jent if tt)t~ ilgt!lIt hilr, ,1 property Int.t~l\~at ill t.he 

I:xpltdt.lon of ttl(.· policy, 01 i 1 t.h~ ,HJNlt I,d!; hdd in the 

dqent'~ pOl>se!;l:;lon a co~y Ot t.hr: dccldr,lt.iolll-i of the pol.lcy 

at cltlY tltne dU!lnq t.hp. life of the~ POllCY. ~xcept. · ... tl~1·e t.he 

OW1H!lShlP of t.ht: expirdtion 01 the poliCY has tleen tl'ao5fet'red 

too anoU:e1 The · ... 'lltt:tl ootiCt: sh,tll icclode the Ild:Tle anj 

'Iddr:e~,,~ o~· t.he insu1·t:r. tbe nam\~ and dddres:~ of the dqmlt., 

ide:lt11ic,)ti:m of tiw poliCY irnp,)in:c:. <tod the nat.Ut"l· of the 

ltnpainllellt. includinq t.el·min,ltlO)) of cO·Jerdge ... \~; dt.'SC11to~d 

II) sectioll ~)07C.lq. ~otlce by ,1 9Cn~r,\1 agent !>~\tisfjl':s the 

not.ice n~q;Ji1·cr.,(.·nt for an ,1g(!flt under contract 1.0 Hw genet',ll 

,)g~:ot. An 'l'.jent ot.o11.;att.·d to give n<,t.ice uod~:- t.hi,; HN:t.lor. 

r.h,111 tile ,) repot·t of COlllpl1<:t1)cP. \o·IU'. t!le liq1l1dat.or. 

7, /<':1 ilg'~nt. f,)iling to glVf~ noti-:-e Of fi~e " rep01t of 

cotllplic1rlCe dt; r'equit"~d In f.,Uhsect.loll 1 mily lie f.,ubJect t.ll pcty­

rn~!'lt. of a pt.'nalty of hot more tL'I". one thou~dlld doll"lS .:tnd 

mdy tl<'"tVC the ;H)ent's Ii<:(mse su!O.!;ended. The p(~!HltY l:> t(: 

t.:e illl!),)~;~ .. ,i unly C!ft.el· <."t :IC"HHI:; )~t"ld L'i the con·.nI!~~!j.io·I~t" 

Ttlt.\ ll.quidatol" If.,\} • .. ·<I,ve ttH" d\lt~t":~; irr.po!~ed by Un:> 

!.;(":::t.IO!1 11 thf! llYUl<I.ltoL ..!E!tE!lmlnr:s their.:. dn(";U~el' not.\\:t~ 1.0 

t:h(> ?olicyl~().ld03r;; ;.)1 tb~ InSUI"r \Ir,d~t llgulj,lt.il)n H, ddeqllatt.· 

• 
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Sec. 74. N1::W .'?~C1'lO~ SO·if. 21 A-2TIONS bY ANI.) ACAINST 

L 1 QtJ I ni\'r(J~ . 

1. Aft.t~l ~be i~';sllaTH:e of an ,)!'der <lppoin1.in9 a iiqu1d.ltor 

of .l donu;.;"tic in.:;uler or of <:!In ,11 ien iIlSlIrt!l' dOI\Hclled in 

this stilte. act.ion at 1d .... or t!quit.y shdll not be br'ought 

d9ain"t. Ul(! :'or,l1r~r 01' l~q\lid,1t.Ol· in Ullf~ r.t.,)tc 1101' !>ha.11 

eXl"!lting .... ct-lon:; be (ll<lintained OJ furth(.'1 pref>cnted aft.(:t 

13~U<:!lnc..p. of the order' The court:; of t.hi~ c,tat.e shall qivl:'! 

:\111 (.'Ilth dnd credit to injulIC"t.lons d9ainst. thl":: liquid<)tor 

01 t.he insurer or' ttH! continuilt lOll of cxi!.>tillq actlon!J ,lga1Ilf>t 

Lh~ liquidator 01' t.h~ inS1..1·cr. ' ... h(.~n th~ iLl]uoctiO!l::, are 

1ncluded 111 dn ordp.r· t.o l.l</lIid<"ttc dn i!~su[er iSHlwd pun:,uant 

to <'01"1t:::;pon~lll)q j;r0,.,islO;)S it~ ;)·_het· f;t.att:!.'. .... 11etH~v(.·t" 11l 

Cit:: 1 iquidilto:",; judgment. pl'otectH,n of the e::.t,lte ot th(~ 

In!'".lIte[ !1I~c~r,~·;II",)t.e~: llltel"\'(~!H.lOI\ 111 ,111 act.1on aq;unbt. t.he 

1))::;\:1"(:) thdt l!~ pendulg out"!ll(le ttl.1a !;t,1t:e. the liquidato1' 

m.lj' lnt·.\~rvene lO the dct.iull. 'fht"' Ilquldat:or may d~fel\d ,)1-

0)(: t~xpen~e of t.he el,1.atc of the 1nSUf"(!1 an <l(:t.IOf) 111 ...,hieh 

nIt'! 1 iquldator lntelVt:neG- under thl:~ ::.ect.ion 

2 \1ithll~ to.to YCcll'S ;')l' >:,lIch ild,l.ltlonc)l t.lfllt: elS applicable 

1"1 .... If ,1. i' P('!·II\IC. the IHtU1d.1t.Ot" m,1.Y aJ"ter t.he· issuance of an 

o nit! 1 f<,r liquidClt.1on lnst.itute ,til ac-tlon 01 pr()ce(~ding on 

beh,)lf <...t th~ ~~t;l1"e of the insu/"(!1. upon <HI}" c.:tus~ of i.e-

'.ion dgalll~;1. Will<:t! 1..he pt·nod of .lunit.,ltlon flXp.d by Clvplicab1e 

1;1 ... • ha!,; not eXf'j)"(~d ;It the I Iml~ Il1" tht:: filIng of the Pl:'!t.ltlon 

ur\)O ·_·tllch the ('rd(~r It, t"'!ntl~I·l:'!d. · .... hcl·e a period of 1imlt;;.tlon 

i:; fu-:ed 111 ,)gl·cenent. fOl HH.titut1ng c. SUlt 01' proceeding 

~;pon ..t c~,'lirr, (I)" fot J"lling .l Clillili. p.roof of cl.:lim. proof 

of loss. demand. not IC\.!" , or the lIke, 01' ...,here III a ~H'occedin'1 

" petlud of Ilmitalloll is flx~!d fDl tdking an action. fllllHJ 

(t r;l.Hm o! plC<ldllhJ. 01 (\oln9 dO dCt. ,111d wlwre in ,mi' C;tSP. 

Ihe Pt-1'l(,rj h,1.d not explred al. t.ht! date of thc fll~n<J of the 

petSt.lo:l. the liql:idat<,r nelY, fo)" t.he t.oe.llt~fil of tlle esC:'1te. 

takp. dny act-ion 01' do ,1ny act, req\llt'ed of 01 p(.-nflltt.ed to 

UH~ insll1·t~!·. '_'Ithin ,1 pt~:'lOQ of Unt: hut:dted ~.lqhty day!; suo­

:;(~q\lpnt. t.:) 1.)1r: ent.1Y (,i (In OlO('! lot" llqU)(1.1t.j(HL 01" ·.nthl)) 

<I :.\It"~h~l· p(':'iod ,H~ I!> ~~ho· ... n to 1".ht~ sdt\!;t."act.i»u 01 th;:- C01..!t"t 

Lot to be lUILll:'ly pr~J\ldtCl.d to Uw oth~l p.'.lrt.y. 
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A stClt.ut.e ot lllr,lUI~,ion5 or defC!os(: of !M:;)C!!'; l;h"ll 

no~ run w~th respf~:;t. t.o an .~ct.ion c1(Jall·.:~t ~)n lnr,Ute: bet'W(!el: 

t(H~ filing of iI ~t~t.it.lotl fot' llqulu,lI,lon .:i.q;llnst. il.n lilSl1ret 

:\:IJ I.h\~ dtOnt",l :)t' tht! ~et.lt ion. Al', i1ctlon d]dir.st. t.he 1tl!)Uret 

th'lt IlIlc;nt h<,we "'et.>n c('mnlt:lI::~~d .... hen t.oe p~t.it10I) .... as filt~d 

May l.'c corullcnct":d [Ol .1t. led!.>t SIXt.y :iayt', J.t't.~~J th" petit.ion 

i ~~ d~llIl~d. 

4. A quat'arlt,y as~ocli~t.lon Ot forelgn gUd'dllty i~SSC)Clatlon 

Sihl) ~ h,\Vf: Btandltl'i' to appeiJ!' H) ;~ COUr!· pt·oCp.edlng conCertHn<; 

:,(le !lqulddt.10tl of an InSUt·e,· 11 the -"S:;'(;Cl.ltlon is Ot· m,lY 

becoQ,(' 1 i .\h 1 c: to dct a::; a rt:su 1 t. 0 ( t.he ) iquiddtion. 

CJL~fo:CT I ON AND L I ~'i' ()}o. SeC". /.~, ~n£'w ~t;S~1:1~ ~)O"lC 2:' 

,;SS~TS . 

1 . .\:, :;0011 as Pl',)cticable i\~",eJ t.h!"! IUIlJid,ltlOtl Ol'dt~1 

~\Jt not littel than ont~ hundred t· .. ·ent.y d.li'S t here",t't.!!:I, the 

liq\,luato.! shilll prepat·e Hl duplic.lte a l.i::.t. 01 the InSU!'(:1 's 

'I:;:;\:~,S. ,!'h(~ lir,t Ghc:"ll.l he MQr.mded 0,1" au~p1\.·Jnent.ed .1~ ~he 

llq\iiri,11',vl' me'l]' dct.~~nnlne One copy sh,lll h~ fil~~d Hl t.ht: 

cfficf' ;:;1 lht~ ch~rk of the court. .\nd one copy sh,.I11 he I't:-

t,(!ItH!J to:' the liqu.l(lat.()f'·~ file::.. 

~;hill) toe ,!;lWllclJ'ly fil~d. 

AJller:dnen t.s and f,tlP.' 1 eme-:I t a 

2. Tht' liquidatot Hhall rr:lillce the d:;St~tt', t.o ,\ d(:q!'r:(~ 

()J l\(lll~dltl th':lt IS con~i!.teJ)t wlth tilt: (~ffe,-tl.ve exee\alOtl 

of the llqUld<:\t.lOIl. 

A ~ub:nI5~ion to t.he C01\t't for lll:.bu1'seQ",ent. of .H,!)~tG 

In .lCCcrd:lllCo; .... ith sectlon ~'O"}(.Jit falLlls I,he requlre:nE:nts 

c! ::. 'Jbs(;(;l l(lf) 1. 

:;ec. 2&. N!;:W 5t:rTtO~. ~'O·)(.?f FRA~miJr.ENT TkAN~n:xS PIUOR 

TO I'E'IITICN. 

1. ;., t.1',lnsfet' ru~.d~~ and ,10 ol>llg'lt.~on Inclll"t'~d by ,1:1 U"I-

SUl'C:r .... ~t~l~n one y(~ar PIlOt t.o the f1: inq of d ::;ucc~(;'!;lul 

pctlt~on 1'01 rchabl.l1tdt.lOI: 01 ~lqUl(l'ltlon undt~t t.his Ch,lpt('>l' 

if, fl"duJull'nt ,1!> t<, tllen l~xlst.lnq ,)I.d futurf.' C:J'(~dll,ors If 

nt,ld~ 01' )n:::'llt:t'ed .... ith"ut t<lll c(.)nsi,t(.'lat.iOI~. or .... Il,h dctual 

lntCllt t.o hil~det:, delay, <'r defrdud eltht:l' ~Xlutlll'l 0:' fut.lIn~ 

cI'\~dit.')rG A frJ.udulent tt',msf~t 

Il\cut':t:d by ,\I) in'!;;Jn:1' \udC!I·C!d :'0 

• 

milde <,t .HI o)-"I,\qat.lon 

b~ rehahll~titted ~1 

• 

House fo'Lle 2S01, p, 2.8 

llquidilt.ed under ~.hlS chapter Inily b(~ avo iJed by the recelve1', 

~)(C(:pt ol\i t.o a ~el:.;on .... :10 in qocd falt.h lr, ,\ pUl'chaser. l~(:r;('I1'. 

01 obli(J(:e for .1 pr·esent Lili' cqulv"dent vdlue. A plJrd,,,sel', 

Il(<f)Ot'. ~r ob1l<Jt:e, · .. ·rlO 1)) good 1dith )1<1$ qivt~n d conslderatlon 

It!s!:. than fair f(}t' such t.l'dnsh~l', lum, 01 obliqiltl?n. may 

l·(,',oln t.he prOj>erty, llt!'n or obllqatior: as se<..:urlty for 

rp.payrnent. The L'OI..<~·t fQay. on dut.'" notl(;(>, orde1' ml]' r,uch 

tranf;ft":l' or otr.l19<ltlon to oe prt~st~l"Ved fol' the belwt'lt of 

the estatp. ,)nd In tlv.' (!vent, tht: j·eC(:lv~t· '!;hall suc(;e\~d 

t.o dnd m,lY e~lforcC! t.he l'lght'!> of t.tH~ purc),ast:1, lir:nol'. or 

ohliqee. 

/.. <I A t.l"H1:if~t' of P10P\:t't.i' ()ther "h,\II real propert.y 

~~~ mi~de whpn it bt!corne!; pt!11e('ted so th,)t. ,1 subf,equenL lieI'. 

~t.ot .• lir)(\hle by 1t~g<l1 01 ~qUlt~l)l(: prOCCt'(\lnqs O~I a similll~ 

l·ontr,lCt. c0u1d not b ..... come supet·lor to th~ right:.; o( t.hc 

tnlOGfet'C:(; \Hlder $f!c,ioll s,rn( 29, :~ub~.(':ctlon 3. 

h. po, t.r·,lllsfet 01 1"12',11 ptopert.y IS rnadc when It he comes 

~el'fect\.·d ::;0 thaI a sub(;e(.u~nt, bona fide ~,urchasct from the 

11l1;\1!'C!)' coulu not. obt,lln t'~qhl.S ~uperior to the ),19:1t!; of 

the tr,l:lsft:lee 

t\ transfet · .. ·hieb Cl"C:;1t~S .11\ t:qult",bl(~ lIen 1$ not per-

t'ected ~f thete art'! .lv;.tt1':lblp. l":'lednS t,y whIch a ~e9id lH:t1 

~()uld be c~t":at.t:d. 

d A tlan'!>ier !"lot perlected plior to th~ filing of a P(:t.l-

tl()f) :'01 liquu1.1t.l0n !;l~",~l h ...... deerrcd to be m.lde lIr.rnediat.cly 

bef?l"C: t.h\.'" fllinq of t.h~ (;UC(7ess(ul P(:tlt10n. 

e . Th:.s sub:.;t":etlon 'lp~llcs whethet' or not there ,ln~ 0: 

.... er\~ crl·dlt0\'!: who rll<Jht h,)ve obt-linC!d i.\ lle!"l 01' pel·!:.ons .... h:> 

nllllht h.)'Je bec')n~ bon,l fld~ ~,ur<:hiHit:t''!; 

3. A tr,uIs(tctlon 01 t.ilr: tnsut'er "l1th a t·clnsuter 1S 

lraudu1t~nt <lno OlilY bf:' .)\·olced :)y t.he l'e('~ivt~t' under s\lb~~""c-

t lon l,f bot.h of the lolio .... lll:j eXlst; 

(\ T!H~ t.1"U1StH:t.lon COlif.1St.~ of thC! 1,ermln .. t.i():1. "d)ul".l!Il'llt. 

or !;et~,lf:nlt:lIt of d lE:1n!)Uranc:~: (;Ont,1',1ct In wl~ich t.be relnsurel 

lOS H.'ledGe'; fn1m any P,11t of its Juty tc) pili' the or'lglnally 

!~per;lfH'u :.;I'.iltt: of 1o)!;::.~s thclt hit'; oo;.;cut'red pl'l"r' to 'h\~ t.H~E! 

oj' the II'iIlU;clGtlOIl. unlt"$!; ~.h(; t'~IIl~lIl'C:! <.JIve!) c\ Pl'Cb(.ollt f<"lir 

cqulv<d~:It. v,du(~ (oJ· t.hc I'ciel}:.:;e . 

• 



• 
Hotl!>E: 1'11e 2~Ol, P. )'1 

b. P;\I"t. of t,h~ tl'.:::.nSCIctlon trJ')K yl<h~'·~ withln om: ¥f'!,lr 

P llO.1 l<:: thp. ~d l(.· : .. >1 hi:' t1g of Uw p(: lllolon UH'ough ... ·1\} (: tJ 

th,: )'(;c~:i' .. eJ'shlp W,18 ('on',ll(~lLceoi, 

St'C 2"; NEW SECTION. ~lI"C. 27 FIij>.UDULI::~ff TIZAI.'SFF:R Af'"TFR 

PF.TITI()~ 

1. A1tel' 2. ~t!t,lt.lvn !Ot t'eh"'~.li.lldtlon 'H liqu.dilt.lon 

has bt~en 1'll~!d i\ t.r'ansfc:J' of n!i.il ?rOpel'Cy of lh~ ln~,Ul'el 

rCiade to "l pet:;oJl i.\clu:g lJl g<.>od f"llth iao v,did a4'.:lllwt t.he 

l'ece1\,(~1" i f :ncHi~ f(). ,1 Frest':nt f.li r P.qulv,llent v;.lu(!. 11 

t.he tr;'nf;f~J· ... , .... !; not rnarie fot d pL·~::.:~nt f<1i(" equiv,11ent value, 

then lho..: tIdn::.:fcr It> valtd to Uw t!xtent ot th~ pn~Gt::l\t 

cOl)sid(.·t':lt..IOI) actually p ... id for .... 'hieh amount t.he lldt1"ferec 

sh,111 h,l''''~ c. lif'!Cl (1) t.hc propt~rty t.rimsft:t'n~ci. The 

,;orrut)~n(";etnt~nt (If ,1 prcr;p.~dinq ltl rehabiIit.,11,ioll or liqUld<lt10!1 

l~; ccnr,tl"llctl\": :\Otic~ l,pon th(~ rf!cording of il copy 01.' the 

petltion for 0:· ord~J· of r~l)<lhilit.at.iol\ Ot 11qllid,lCiol) ..... ith 

U~f~ ~·~I..~ot'<l~r 01 d~ed!; In th~ county wherp. iHtY r~'11 propel t.y 

in ~uestl0n lS lot:i.ll(.·d. The ('~X(,·l""'.l!.le by ~) court of the lfnitt~d 

St.:.t.es or ,\ "I'.at~ or )uJ'i!;diCl'.ion t.() o1ut.holi ... e ,l );'ld1Cidl 

sille of n~al pr0l>ett.y 01' the l!l!;Urer \.'ltlHn ;, C(:hHlty III ,I 

,;tate !-.Jl,111 u:)t h" imp,li I'(;d by the pl'ndency ot <I proceedinq 

unleti" tile ,~opy 1>:; t·econ!t::o in Ull': count.y pt'lCH' t.o t.he 

conSUrt:IQClt.IOtl ot thl~ )tldtctal Sale 

7. A ft.(.·J, a ~etition fot t'eh"t,....llltdtiol~ 01· liquldat,loJ) 

h':'l!:; been fil(!d ,1nd t:.dore citht~r th ..... reco::1Ver t..tke::; pO~;:';~~:f,lf)1I 

of tJH! pr0p~~rty ot the .LtlGlu·er 0)" ,Ill ot'det ot J'(;I1<lhi lltat t:)1\ 

01 liquid'lI.i.on l!: qr,ll1tr.d: 

,L A trdn';i('>l· of tilt' property, ot.hel th~n t'e;11 pt'op(.·rt.y, 

ot t.he in:->lIL·e1 :n ... d,' t.o ,1 pen';Ol) <lctttlq' ill good falt.h lS v.ll)(i 

,'\gclln"l the recciver 11 mddl'! fot' i\ plcsent. fait ~quiv<tlent 

V,'\llH!. 1 t t h~ t'·dn!6fel WdS not madr. (01' -3 ;>t(::~(.·!\t. f;;ir 

1)~uiv'llr.l)t vdlu(.', :.hpl) Ute It.\I\s!er l~, val1d t.o t1w ~~x:enl 

of the pn!st.~nt c0n~idE'r<ltiol) ,lctu,1l1y PdHi f()l" · ... hich drnoun~ 

the t.l"'ll1stt:rp~ :;ha; 1 h,IV~~ ,. ti ..... r. 0(1 the p'·OPf..'l t,;, I',r"nf.f~rr\~d. 

b. :1 actin'1 til 900d t,ll:t., ;, PCt·!'.O!\ lndebtt'd :0 t.he 

UJ~tlrt':J' Ol holdltlq pr(jpt':l"t.i' ("If I..te In~~lIrt!r m<lY p~ly ~II\~ dt'bt 

(;t o::I.~lt,/t":t the propel,~y. (II ,my rdt"t. th~t'(!(d. to Ul(· 11I!altt!t 

• • 
~Ious~ flit! 2S01, l' jO 

('If upon tltt! l:H'.Jrer 's ord.:l i1:~ If the t:etitlon w~~n~ Ilot 

p~r.dinq . 

c ,\ P~[·!:.('n h<.O'/1))9 ilCt.U~11 know! edge of t.he pendloq t"e-

h"hlli t,1t.iOIl ot 1 iqUld'ltiOl: )$ 1101'. ,Kling 1n qcod filllh. 

d. ;i, P(~l·son ,1$Sel"t.ltH! the. V<tlldlty of ,J tl:anu:ier undCl 

tilLS ;,;ectlon !;hall have the bUlcen 01 proof. Except <IS 

provided in Lhis ~H!CllOn, ,\ t.1·;m~;fcr by or (lO b(>h,li J of the 

ln~\Il'Pt· "ft(!r tJu= dale of the pP.'t,irjo{) for liquid.atiou hy 

any p(.'l!;On other 'thdll The ISquldatot" ::;h<111 not be vdlld d;9~.inst. 

t.he liqulliator. 

3. ThlS ChdPl(.'l Gilall not lmpcHr Uw n~qot.idbility 01" 

c1Ir n~Il(':y 0'" IwgotlaLle In,;trUm(~llts. 

Sec. 23. HE· .... SI:;CII0.r:! ~,()"I( 78 VOlDkBLE PRE~·ERr.NCES AND 

I.I F.NS . 

}. i.L ,,\ pl·t\1erence .\f. ,1 I,I·i\llsfet' of t:",e property of c1t1 

In~;Ul'(;l to Ol' fcn t.he b(.·ne11t. of .:. crr.dit.or fOl dll ~.nt(!cedent 

debt m,ld~ :")r s\lffcr~d hy the 1n::>urt!! .... ·lthin 01)(> yr.,lr ht~f(Jte 

t.he 111tng of a ~;ucce!)!;(·,ll 1)~t.lt.)(Hl for IHJutoJdtion und'~1 

UIl:., dHlpcec Ule effect of 'n'hlCh tl·,JJ}sl't·t /Ilily be to endbl.e 

ttl(! cledlt.Ot to ol:tiltn .1 gledtt~r percent<1q~ oj thlS d,'be t.h",n 

:tnothE~r c:r~dit()r of tht': s,u',\' \:l:lss ..... ouhi receive. ;i ,1 

Ilqu1dullOO ol·der ~~. entered Wblip. 1".he InSU/t!l lS il}U.'ddy 

~.Ilbject. t.O il [,(;)Hlbillt.;lt.lOI"l oniel, tll~1\ t,hp. tr·,H.s'ers ,ll'(; 

p!'e1~r~IKes if t;->,vic or suffered within om: yeat betot(- t.oe 

fi Iln'l 01 thp. :.>uc:ces~ 1u1 petl t.lo.)n for n~hilhliltatl()n. ot 

\.'lthltl two YI',lU; t.e1olt! the Id1ng ot the: f'.1icce'~Sflll peltttOn 

lot l~qllid-'1tl()Cl, ",,'hlcnev~r I'.lrnf! If', shortet. 

h. A r I t~ 1 el·~nc:.: m~y b(.· d V 0.) i ded by t.h'~ 1 1 qu ldat.ol" I f anj' 

of t.he f()llcn"ing ~Xl:.;t· 

(1) Ttlt' In'''\1("(":t' .... as lnsolvellt d1 t.he tlm'~ of the tl'ansfer. 

(~) Th'"! 1t'iltl!>fet: .. ,,· ... s :TIilde \o.'It.hu, tOllr r,lonths before U\(: 

t l ~ 1 r.g () t t It\ p(';t. l t. i (In 

(1) ,\t. the time the tl'illlsfel W.:lG madf":. ~ht: CL(~ditot 

re:::.:: 1'''''1 n'3 1t Ct' to b(~ bf':netitE.-d toy t)H~ tt'<1Tlsft:t Ot tf\t~ 

::lhtl~.or'" ilgent actHH} "N·lt.h I·,~:',~rt~nc ..... to the trall!;1er haa 

te-:l.s(III.~blt' Ci.l\l!:I~ .... 0 b\~lH've th~lt the II)i>lll','1" ...... :; ttl};(;lvt!nt. 

01 ",,"i.l:; ,lbol1t tr.I bt~co/lle lnSO!Vellt. 

J: 
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l4) The .:l'edi{ol re,;(~i'/ln(J t:w lra;1sft~L' · .. ·as an (,fJlc:~:t, 

()~. an ~:nploye.e ilttOJ'fH!Y 01 -..:the," !)f:t'scr. ... ·hl) .... i..I~ 1!1 (del ir, 

;, l)()si.~.:on c: c0l1pat'ilble In(~Ilr:nc(: 1:1 tllt: lnf..urf:J to ;'.11 0f!'IC:(~1 

· .... h~UWl 01 :wl the pet'GOIl h\~ld t.h(~ po~»t.:.on of ,In OJfIC('1 

0t a ~.>h'lleh01dct' dire("t.ly Of tnd~n~ctly h(,}Jlnq mOLt: t.r;.ln 

five p~:l Ct:ntur', of a cl<:t!.'r, of ,11\ \~'-<u~ty SeCUl"l·.y )$scej hi' 

1.h(.' tn!;IlI'l:t, or other pr:rsor .. l:u-. :;Ot'PO(<'ltlOrt, as.:H)Cl<\t~f)r., 

<>t d'jgreqat..on of pet'r.~lt,!·, w. ~,h ~·;hom 

itt drm's JE:n<;t.h. 

tile '\)~~U!'t:1 dld not de..:.l 

c. ' .... h(':te tht, pre1erenc;: lS vOlf.lable. lile liql.lldator m,.IY 

l'ec()V~r ~.he p~:op(!rty. It' t(Je ~r(lp('I't.y has h • .'(!n COUV(:I ted, 

the liq\.ictato! ;lIay l'e('ovcr its val UP. f:on' <t perfi.on ... ·no h,IS 

rt:c~lveci 01' COUV(:l'teti t~J~ Pl'r.~)(~tti_ 1l0 ... ·.!vei:, If", bon", fiie 

pu:chd~e;' 01 !leno1' hat> <.Jlven l~'ss thdn fe,l: (:q\tlva}(.'fj~ V",11\(, 

~,IH.' ~""l"Ch<l!,Cl ot Ilcn(Jl :,;),,,,~l h"v(' ,) 11~1; uFon th~ propt::rty 

to the E:xt.~nt of t.he con:;ldel'atl:'" ,Ktu,,*lly gi':el: Wht~l'e 

ct pl'~f(::enc~ by Wily 01 lien 01 ae'::UI:lty Int,el',::r.t l~. '.'oldct'->ll', 

the ~·Ctlrt. m;lY on due n<.tlcc <":niet the li<:n ell !>(~("ur~ty lnl(;I'Ct>t 

t,0 l:e p1e!"el'veoi for ~,hf! ucnefl: (.":'" ttw ~!;tat.e, II) .... h1CIJ ev~nt 

th~ li(~n 01 tltl<: Shit!: P,lSS t.o U)I! 1 Htlll d<lT.Ol' 

? . a. ,\ t.r',))Hd'el' 01 ~lcpf:rt'! ot IH~f t.h,lI) neal plopert.y 

l~ m<ld(: · .. ·(I\~11 l~, become~ p~!t'f(;Clcd aO I,h;.It it !',uh;,(!quent. lien 

0ht.<'lln,1.b1~' hy :'e')dl or equitilh1~! pl'oceed){J9S 0:1 iI ~;i~pl(' 

cOI:t.lact cou:'d not beco,w: !,;\tpel'~or to t:Je rights of tht': 

tl' , ... ns f (~1'(;(: . 

c ,., t,r;tJ)~;f(!t 0: 1<:d1 ;:l'OPCI't,l .s mild~ when It becorn('!!; 

pet'f~:c:t.ed ~o UHI!;: <\ !>uh,:cqller.t hon.) f:d~ putch~';el" fr':)m trl(' 

IIlSUlt\l' cc.uld ~IOt cbt .. in ~'19ht!'. ~';\.I?er'<:1 to t.lw (lght.!~ ,)t 

:hc ~ t',UIS feJ ")e 

c, A ~',r,lnsfel' .... ·hlch \;reatcs ,)11 e..Jult'1.b1~: ller: ~ij n:Jt pel­

fc:::t.I~d:f LhE:l'e a!'/:' ",·/,l,l.lb}e mt:dn!; hy wtllch , ... If!g,ll lIen 

~'oulQ b~ cn:,\t.ed 

d ". 1,I'iU1Sfet :Hlt. f,'el'fE:cted pl'l,n to t.he 111111') of ,1 P(!tl-

t:"on fet I.quldat.lon :.;hnll be deeneJ to tH~ nl'ld~ 1runt"cll;II,(!ly 

br:fore thl! 1111nq <.f ti)(: l~ll\·::essfo..:l p~t.'1.10n, 

" 'fbi!'. SUOS(!C1.10:1 dppllt\<:> .... Lt!t'h~!1 or not. th~'I:' ille Ol' 

' ... (:1(: cn.:dltol:!'> who n'\qtlt. hi!'.'e O:)I,IlCled 1 ~t.'n!; 01' ;)(:l's:)n~ wh,) 

nic{lt Lw<: become bond. t'ld~ P11[ch<lsel!';, 

• • 

J <I. 

1 nq!; 'IPOIl 

C<:UlSt~ ()t 

~cuse Filf: )SOI, P. 3) 

A lien obtdW<lbt~ br leq"i. or ~.'q\llti:lblp: pl'oct:l!ci­

il 5ir.)p:e concr3ct l~ one ell'IGioo in t.he 0l'dlnary 

lh(' pt"Ocr:edlnqs upon tb~ en: ry 0" d,)cket wg ot " 

)udqr":ent c.r f:iccl'e("!, or 1.~:O!l 'll'.!'M:!un~~n~" gat'nlst~mt~nt, p.xecu­

tlon, ot lIke procet;s, .... ht..'U)el. ht:tore, Ilpon. 0:" <dte1 )lldqment 

01 dE:(;r~e~ a:ld whether bcfOl'e (H \:p:m ~t~vy It. do('s not 111-

cl,lde }ie:H~ wtllch l.md(!I' appllcilblt., la'h' au: f]lven a sr,ecl, ... l 

pr1.U)'II,yover 

b, fl.. llen 

other li(!:ni · •. :(uch ."lre Pl'lO::: In t.lmc. 

obtainilblE: bi' tE:<}cd 01' ~q\:l t.,\blE: proc('ed_ng!; 

could bccom.: supe110r t,o the t'lghtl:> ot d tl'<)I\sft'l~e, Ol" a 

r-ul'dH\!~E:r could \)bt.illll l'ight,r. sUpet'lOt to the- rlght.s cf il 

t,ransfel'eL' '~lUUll the m.!ilJ\lllt! of sub<:>ect.lol1 2, 11 !~uch con­

aegll(':nc~,; w:ntld folIo· .. · C)nl, r'ron the llen or' p\lJ'(;h~\!;.e It!>e} f. 

01 frotc t.tl(! ;H:n 0: VUl'chit.l:,e f\)11o ... ·ed by it. ~tcp ', .. holly ~lthll, 

tile cont.!'ol 01 thc l~f.,pect.I·.'(: lIenholder or' pun:h.,sel' .... ·It,h 

or -• .'It.hout t.h' aId ot H'llllst~rii\1 ,1cttOt; by public ofl'lcud5. 

1l0W~V""l', ~ ll~n :;0010 UO,. bccolfO:: t~lIp~ri()r ilnd d purch,'\:;t, could 

not. CleClt'.:: "u;...el'lCl' riG'ht.s J'Ot' Ult: PUIPO!;(' ()t subsectIon 2 

thl"ollqh ,1U tlct suhsequellt t.o t.he oht,tlltllng c: ,1 I H'II 01 

'~UL>Sl·q"''.::(lt to '" }.ut':-has(! Wh1Ch requll"E:fi tne .:HJl ceWE:nt (),l' 

CUnc\,rrl:nce Gr .H1Y th:'ld pa:'I'i' Ol' wtuch l'equin,!.> r'un.t,er 

',ldIC1",1 acti.on or rllllu9_ 

" l\ t.l~r,::;ter of pl'opr:rl y fe)l 01 on account ot a ne .... · it.nd 

cont,(:mp()1',lH(!eH1S ;:OIlSld(:latl,)n, .... hich i.:; und~r $\lb~;(:C'.lOIl ? 

m,\dt~ 01 !;u! fe~'ed ",!t~l' t.he t.J ... nt;lE:l' beca,lse ot, de:dY In 

p~l·ff:Ct.ll)(j It. JOt~b not beco.)l'H: a 1.t<l:wf':'l" fer 01' 00 .:.Iccount 

01' at', (!.nt.e-cedent c!ebt. if ,my .\ct::; :'eqtl:rr:d i::y t.hE: ilppllcablc: 

~,~ ... to b~· p(:r!ormed 11: vl'del t.\) pt'l'fr:cl lh~ trit.nr.fcr iU: ag,llnst 

llCIl:.> 01 bond fld(~ purch,lsen,' l~ghts "tl"(: pel'f01:lIcJ .... It.hln 

I,~en~,y-olle ddyS 0: ClIlY p'.::l'lod cxp:'esSl'j "d10 .... ·ed hi' ttH! I" ..... 

.... 1~1::)l('·.'(~r l!; lp.s!' •. A tr,10si't:l T,',O ~~eCtll'e ,) fU'.Ul'e loan, i.f 

" ll)i\!J 1(; ilclually !f.",de, 01' ,\ t rcln:·;fel wt'llc:h l)(~<:()~-.es Sr:Ctll1t.y 

f:ll d tutUI'(: ~o<lf}, ~hdll ha·,J(~ t.he :~.ir,(! (!ffect ,,~ ,\ tr,lnsJ'et 

1'0 r or on 6.CCO:.lnt. (I f it. n.:."" o)nd c0nt.e:"l=0l'<1I\(~Ou!', cons I titer a t 1 on 

" 
If" :icn void,lbl~ undt.~! G\J»Dec!;:lon 1, piH'Cl'Jlaph "1;." 

bal:. be-en (:1L~~!,;,)ived by tt~e fUl'l1U,llll1q of <l i'>ol~d (:[ o:,b,}" oh­

liq,ltlOI\, Ihe sut'(:ty (ill ·.I1nch th.:. bOtld 01 (}bl~CJati()1l jJdl1 bE:~1I 

• 
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lfd~:nnlfH:d djr~:c:.l." <or l:IJtre\:t.ly by the t.lar.::.f~ .. 01 ()[" T..'h(~ 

Crl.!dtl'))) ()J <3 l~f~1I upon p .... opelt,j· of ,I:) tn:;un'!' bcf')[~ t:w 

filing ()( '" pf:t)~.'()1l 1I1lder t.hi .. chapl,el' o,ltllch n:sull:'; 11 ,I 

liq\ilclat.i()~1 vldt~!. t:H.~ i.ad\~!nlllfy,n9 tJ",n~';:(':t' OJ ~len l:~ dl~;o 

.... Olcltlhle. 

6. rh\~ ~tOI~t:tti' a(((:ct,(:d ly ,I la'n v:)idable lIne:eJ ~llb~;ec-

!.iODS 1 and ~) IS dl,.,C;}el1'(;'C': fro:'1 t,hc' 111~O, The propp.rt.y dnd 

,lilY (11 t.ht: lndc:-mi IYllH) pl"C)~en.,y t:'cll:,~ferrc:d t.o or (01 t.he 

bC':ot:f1t. ~)f ,) lHII'l'ty ,.,h..l11 pal'S to til", llquldator. tiO'''·'''VC:l 

the C011rt. r::.dY on d\l~ Hot iet! o 1'0"'" J .1 1lell t.o be pre~;(:t"Jed fot 

t.ht: 1.I1.!no:- fit. <.) f t.h~ ~::; t..=s t,e ,mJ t:,~ C0U I't n,\y d i 1'1':': t th,) t Lht: 

cOl:vey<ln::t~ hI: eXt:cutt.'d tc (':videnct': the tit.le 01' tIll' liquio':lt.ot· 

The ~()urt :~h,,~1 tid""#'! !'>urnn~Hy jUl'Isd1Ct.io/l of <I -;.01'0-

(."e~dinq by the 1 i'l\lliJatOt to h(~,!1 ,md 11,~t.(·1(11ir.e t.he 1.'1'1tlt!; 

,)f p"I't.l~~' un:if~1 thi:; ;.;E:ctj 01} , k(!(!'!;Olldl>ll- ool,ic(' of hearin'l 

.In t.he procl~cd!thJ ~~h.:.d1 toe qiv,~n to ,)11 p.ll"ti"'~; in int.ef(~st., 

im;luding t~}€' Otl~i~I"~ 01' d rel(,:M~inrJ bmld V1 other like (;1>1 iqcl­

T.l()n, .... 1~\:r'~ iln ot'dcr 1F. '~rttet'ed fOI th~ n:C()\."e1Y of indt'llInlfy­

:;hJ PIOl-'t~l·ty In '~Ind or for the dvoid,\I1ce 01 an inJ(.'rPtrlfYln(j 

lien, UI~un a}lyl1catilJO c=' .mr P,H't.y 1n Int,en~:;t .. t\).: coutt 

sh,)11 ll! th .. f.:lm(: ptoc~eding "'!lc(;>(t,aJn the 'JttlIH: of thf:: P~()y-

et:ty ')1" 11t:n. If t.he vel1u~ .s 1e,;~> t.hal". thE: ..=.nollnt for \oJtl1cIi 

t.hl~ pl'OPCl'ty lE l:1d('nnlty ot· t.h,,!} tll(: .lm0UI:·_ of th('! Ilen. 

t.h~ t,)'iuwt'eree' c't lLenholdt~1' I1l(lY e1t~ct to n:t.ttlll the PI'Oj>e.J:t"! 

0) hen Uy(ln poyrnt~tlt. of 1';:!. v,ilue, ,)S (ll:;Cel't,llned hy th(~ 

COIll't, to t.he 11qui,1"t.OI' .... lthill ti:nt~ M: the court f.Ii<11l fix. 

8. The 1::dbility of ,\ ~UJt~ty under d rCl(!,lslllg bono o~ 

otlWt llk(~ ohlJ9<ltlon shall t>(~ d1!ld~'H'(JeJ to t.ht:: ",xl,'lot of 

thl~ \-"<,llle of -::ht'! II~dt"II1"lfy:t{)o.j p)"operty (~C:)"'eled 0.1 tiH, tr~­

demnl fyi n:.J llE.-O nil 1111' Jed ,)nd avoided by ~he I iq\l i dato!' 

Wh~re the PI'OPC1ty ~:.' t'eUlined under ~~\lb:;~~ctlr ... n 'J. the 

li:,D1litj' vi th'" SIlI'I~t! shall I~(' di~;dvHql:d to tilt: t!xt.t!!)t 

01 the dl~\lunt p~id to t.h~.' 1 iquld,\tot 

9 I:" ("~'Nlit()r h<l:.; tlr:l...'n pr('i'erred fOJ prl)IH:t'ty ·.Jh·,cl' 

b(~colIIl...':'; "'" P')! t. 01 ttle- il}s\lter',. e!)li"!t(~, ,Hid Clft.~'I·.,,<trd. 1n o.j'..)("!d 

f,11t.h ':Ji· .... ~\::; the: ill"'IJt,,~t 1111't!H:J cl'edJt <";lttt0.Jt :;,!(;q~'~t:J ,)f 

':.IlY killd, ttl<.: dllle,unt. ~f t.he nc· .. · c!t"d}~ l'emaiIl11l:; Urtl")l~ .J.l 

• • 
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lhp. tUlle of the pet.ltl(){) mai' t;e ::;et oft' ,1.qi,int,t t.he pl'(:fet:~:lIce 

\.:)l.1ch ... '()uld othet·""i.~,t~ b(\ .·f~Cov(:I'Clhl~ fco;n the cn:ditor 

[0. If · ... iUulI 1"0\1: r-.o))I.lIs 1o(,(:)J'(; thl': tJI10q of d !;<I(;c(:sGf\l~ 

pt't!t.ion [<or liquidatloll urI(kl thl!; ~:h"ptel" ot .... 1. ,my tLrnt~ 

in cont:f~n)platlon of ,1 pJ'(~f:(,t~din~J t.o 11'IUld",tl:> ,Ill ln~;un:L 

di)'(;ct~y \)r indln.·ctly, ~<'.y!', 1Il01le.y <H trdn:=:fer:.; pl"operty to 

,In .'lttorct:y for ~~rVlces n'lIdert~d or t () be n:ndt',~d, ~,hl: 

t[dll!,'':'Ct.l()f) II\cly toe exatnjl)(~d by I'.iw court. on Lt.s 0,",1) motion 

0)" shall b(: '~Xc.HlIlned by th,'· C'Jutt on pt:t.it:tOl! of thl: 

liql.lidCltot "The pilym~nt. 01 ':l"aos1t:r shell! tll! held VCl\ 1d only 

to t.he extt!nt. of " rea::0{)ilble 'lmount', to bt, d~t'I:rtnlned by tl~e 

C')1Irt. The ~xc\'ss rl<:ty he Ie.C')\'\'I'eu by t.he llquid"t,)~· fOI 

tHe henet 1t of ~.Iw e5t.al,(~ fi(,\.',:vt~ I. · .. ·he n~ Ule ,1 t. t 01 )\",y is 

in" posIL100 of }nf1uen<:(' ill tl ... insureJ' ot <In .:.ffi llo\.(':, 

pilyrr.(:nt. of (Itly mOtH~y or tlH: tran,:!','1 of ,)I}Y propert.y to the 

"ttorr.t.y f01' !;f!t"'Ji(~eli 1t:n.:lC!','J 01' t,o hI...' rendet \~d :;ti,111 be 

qove!'nE:oi by the IH·()visl<..'rl of SlIh!lP.Ct}Oll 1, p,lI',tg1,lph "h". 

~ut)Pdr<lgr,\ph (.~) 

I! <t 

:;\1»,,::, It!\~~·, 

A!I 01(1C"E:r. 1¥,,~I\~qer, '~H1ploy,)(~, :,:!,ut:holdcr, m(:lubt::r, 

,~tt.olr"ll.'y, 01' cUly Ot}Wl' P(.'I:c,OO ,1(:1.1Ih) ('n h:'hal! 

of the :OSU1eL' \"hv kno'.-.'11)9ly pal't.1C1p;,h:u 1n q}VI: ... ) oOY !J 1'e-

1€'t'(~nce -.lhE:n the pt"t'~~("n h,1:~ .t~<t!',()ni\bJe r;;IU!~(~ t.O bel i,~v(.' ttH: 

11l:;\U~1 1:'; or },., at)()ut to t-.CCOOlI~ L))sol'Jent at. the tirnl: of 

ttlt: pref~rt:ilct: If, p(!r~onally lidh1t: to the llquid,ltOI for 

t.he ,lm0un~ 1)1 tht:: prE:fer(!:}ce, 'fht~n~ l:c, ,)1} inl'l...·renc(! thEit. 

1e,~~wnill.d~ CcHlSl~ eX1::.:tt' if t.tl'..! tt',)!H~le: ..... J!'> nade -.lit.hi:} fOllt 

m0:lt)i!; before ttv: <1al,t~ 01 f.il}lItj of t.H1S !;uc(;e;,~;fll1 pet.lt.1on 

f ...... 1 1 1(1\! 1 r1,l t lfJn 

b. A pt.>t·r,on n:c~l\'lnq pr:')pelty from the Ln~lIn:1 or ttw 

beol,flt tiw.ll...'of '\:', c.. pn:f"n~!l(;O:: voidable 11l1dt:t :~ul!f.,ect.1on 

I la PC:I'S0(1<111j' llahle 1'01' toe PtOY~l"t'! .:.nd ron,)11 Clccount 

~O t~e )Iq~ldnt.()r 

c, rhis ~;\,)bscction ~h,111 riot prl~)\lliic\: 'lny o"h~t clalm 

by the 1 iqu1d<lt01' "gallist <lily p~rsl)ll 

Sec J.9, ~r:' .... ~;_~Cl' lOt-! . ~,()'JC, 29 ('LAm:; OF' EDL[)I:::H$ or VOID 

01\ '1Clur,:1I.i: !<Jc.;HT~>, 
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;, clat,-; ;)j' " \"'edito): · ... ho ha::; teC0lved cr ciCqlll:'l'!d 

pn~fel"C'I!ct':, 1:p.1: convl:i',lncc, tt'''tns:1el·, -"S:-nqtui(»~t, OJ' ;~n­

\l1l\.bl'cH)Ct:. ·.'oldab~~~ undet' t.hls c:iapt("!1.' :;tMl~ (,ot h,: :.!1:.)w(:6 

t;t,l~~;::; th<.- cn~ILt.ol sut':·t~lId('l'S Uu: p:'efet't:nc~·. 111:.,:1, con­

V(~y,!t;\:(;. ~.(iln';fel. Iss1qnn~p.nt, Ct encul'lbrance. I: tll(.· avo~d­

.11~C~ It, e1'::ec~.ed !)y d pr;)ct:'~\!ll)q . n wh~ch a flrl,ll JlIdqment 

Las h(:en cnten~d, t.h.: r;lai:1I !iild11 not je allo· .. ·ed unless l'iC 

,1I(:!ley ,I" ?al~ 01 ~.hf"! propt::rty i:~ d~livcled to the liqll)dat.o( 

.... lthin ulln.y G':'Y::; ho:n tilt: di!\,(\ of the ente1'll)q of tht" ftn.:;,l 

J~ldgnp.))t. HO .... t~'/e!, t:o"le court l~c:lVllhJ JIII'l~;dictlon :)'/f~!. tilt> 

.i.lquiddtlOIl :11'ly ,tllo .... f~l!t.hc~)" t.ime 11" tnett: 16,11) d;;pei\1 01 

vtlwr cont. irlll.?lttofl or t~le procel'.)d1cg 

/ A cldllll .:.;110'Nabl~ undt:l Huhst~::t.io:l 1 hy t·(,·')SOI~ (~f ,1. 

'/0: .1nt.~lr}' ot' Inv01llotc'.ry dV01dallce. p!"(':f(~rence, lip.n. (:.)n-

'/eyanc~, tt·~.II(>fel <~!;!:.l9)\:·IE:r:t, IlJ' f"!n::\Im0ritn~e n'_.:l':· Le fj l~<! 

H. dO t::xCl.:;~~d .,l~,~ !illnq :m,h:: l;~('tlon ~07C.l~; :f fllE:d 

''';l'-!UII thllt.y ddi';, 1':'011' t1.(~ d,1.tt:> of t:1e iwoid,1.nr:-e 01 wiTllln 

ch:' fut t,il(~': ~ln'l~ id lowed by the ("(!IIrt tlOder $1\lil)~:c~.I\)1l .~ 

~;~C. 31': ~~.~. Sl£~:TJ()K ~,O'IC. 30 S!-;TOFFS Ahl) (:OUNTI::RCI,AIr-!~>. 

F.x::cpt. <1(; pl·:)'/)dt>d in aUL~I:ct.lon ! ,"l.I~d !:>t~CtlOIl ~);'I·/(:. 33 

mt.:.u,'..1 ":'.::bt,t; 01 rrtltual cH:d~t.;; bt?:t· ... ~ell t.hE: lrH;~II't~1 ,\~~ :tnoth~l 

t:'~:·~.>')n 1" conne::t.10Il \"IUl ;'.n ",cl.ll'!1 (;t pJ'()c~:edicq ~lndt~l thIS 

chapter !:h,1.11 lit! lieT· :)f1" "'lid ttH: h"l,m(;~~ on:'! ::;h<l11 ht: ill­

lo''';\~~ or p~lld. 

2. A s(':t.of1' 01' ::()II:1t.ercl':;'lIQ Ht)dl~ not be al:(j~"I~oJ Hl LiV01· 

oj il pf\r::;o:1 wb~r\~ dny of tht~ 1"0110 .... 111g 31'<: fOllll<:' 

<.l. ;t,t th~~ diltt~ ::-f thp. li1inq of a pet.ltl(,n ~'Ol !I'luir:h­

t.lon, th~" obliqat1on of t.hl~ InSUl't'l ·~ll tht' rl.I'SO:1 .... ot):id Ill)t 

t::l"!t,ltlc t.he pel'son T,(, shon~ <1<:; a cl,llm:lnt 1n t.he dSSf:tb :)t 

U·.e 1!ISUn~t. 

to TtH~ ohl i'J.:lll();1 of t,he Ul;';tH'el t(, T~l~ pcr~;(ln ..,',1t ~Ul'-

cha!"l~d by or ~l<lf)!;fer·red t.D til(' p~r~(ln w;,t.h .1 vle·,,· I,() it!:, 

heille;! U!;N\ a:; Cl ~etott 

Tilt': obllq,1t.i0t1 of the pe::!:.on IS to pay Cln ,1!.!;~G!:,rt',e:lt 

l(~Vl(!d d'Joi:I11I~;!: th'!: Il")(;!·ib~n; 01 :·;1I1)sCJ ih~~t'S of the lll!:;l.ler, 

')I" 1 c; tc r-'~y ,I :. i.:.L~IICl· lIpOl', ,1 f,lIh~;crlpt',t(,-:1 tll t.he C,lpi t.,~l 

!;tock :)1" T:tlE: ill~a,~·~:, 0:· l~j 1:1 dCy 0Chet w,lY in t):~ :Hlull' 

llf d \·a~~t,d1 r:)ntr1b~;1(in 

• • 
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d. Thl' 0t;li9at~oJ\ ()f ~oe- pelson !!; Cll pclY pl'enillm!; Hhcthe-r 

t:.::lrlv!d 01' \lnedrllt~d tf") tIl(: InSUl"f~l· 

Sec. 31. l\~:.w ... Sfo;C~IO:i ~'07C. 31 ASSf.~;S,*:~rrs. 

1. As !H)('!", i.lS pr,lctic ll):,' hut n:;t. ("O)"~ th,lll t· ... :.) yt:.u ,., 

fr0:n tilt:> .:Idte 0: ':'11 0r~~t 01 It<;.U1d.tllon undt'r sect.lOIl ~)()"!C lH 

0: ;1:1 InSlll'l'!l is~ulnq dSlH~SSiHllr. p0~~CI~~S:, the ::iq\ltdat0[ 

f:hidl rndKtc" <I tt:P(Jl( to tl,e cOoJ.tt ~,ettlllg fotth ,all of t.he 

1011o .... lng: 

• 
b 

Trle r.::a~;o~ldhJe V,l~Ut:> of th~ d5!;et!> (if th~: lI;sur~t· 

The ~nsul'(~I"'s IHOb.:lLlt: tot.,ll liahiliT,ies 

c Tht: ~rcb'lb~e .l'Jqt'Cq,lt.r. ,1n'I)lInt , .. f th(~ "s!:,e!>snellt. ne(7'~!;-

· .• ,11:' t(l P,lY CL11m!; 01 cl',~dit.()t'~ iUld ~Xren~e!; U) full. i.nc:ltldil':q 

eXp('flsl:S of ,~.:Imill::~l1',ltion dr,01 COGtc; '.)1 collect iU9 the <l!~:;~C;~:'-

mr:n!: 

J. A t'""c01f'-':1I(.'Il<ii.l!.i0:1 -":.. to .... 11l:·.tH'l cHI ,U',s'~"$meot :;h0ulJ 

he Il"dd~ d:II.!, I! f.O, III ... ·h;.lt. :lm0ullt 

2 

1.1 ('II 

'I. Upon the h,H:::f; ('t· t,he ~·~~f---0!t PIO'/ldr:d in ::;UJH;~~C­

"r.d -"nj suppl.·r;)~~)~t 01 "nl.'nd."I'llt. 1.0 t.ht""! r~;)t)1 t, I.he 

::Cl.rt, "I1:'Y ~t: .... y Ollf"! 0t lI\;)lt~ ;lSl;I~::srn~IIt.~; .H},11nst all memb(~t'~·; 

·)1 t'.r.~: in.~Ul·r:l who ,It'~.· s~lhj(:ct. t() d!;!.'e!:.!;mt:tll. 

:J. ;;l:l))e .... t t.o any -"pplll" .. b>~ leq.\l :ini~f,?n dS!~CSS­

,1t'l111:Y· the "qqre9i.ltt~ ,1SS(~Ssmt':nf, :;h~ll be t'01 t.he M1l.0unt 

t!I.II,. Uw !;um ot T~H: pr,)bdble. l~ahlJit.ies, t.he p'x!)""n:~e(~ oj 

,ldmlOl!;ttdtl0!l. dnd the "S~.lnil',~:ti ,~(,::-.t. 01 c011t:ct1(1) of the 

dSS~:::;S:lIt't!t., I.>y''-~I~t:d~ tht:: vdlll~ ;.'1 I:xll)~.ing ':':S!;\~t.!: •. Oue 1 egcll'd 

sll<11I 1)(' g.vt"1I t:) ,l"f>e:;trrellt~ ·.t1'lt Ci.lnl)ot hf! c:)I~e.ct(·d 

'~('()nort'lc<ll~i". 

3. AftI'!I It>v,! of "~H;.e;.'S:/I1t"llt ullclel' sub~ecT,IOO ;. the 

~1(;.lld,1.~OL' Bt:cllt ~l)SUt~ ,in \)r.1(:r r.ilrp.(·ttng d 1IIf:;nhr:r .... )\0 n3!i 

r~()t l-'a.,l th(~ ~l!.,~t~f,$mellt 1J~:!!';U<H)t. ~:o t.J;., \)rch~r to : .. ho .... r::all!;e 

',,'ny t.tw ll;r.lld,HC! :~hol)ld )lot P'.lI' su(" d JUl:g:lIent (or tht~ ClS-

:,er..s::'It:nt 

'I. Th,' I iq11ldatol shall (Jlve 1I()t.I(;~ 0i thE: oniec t.::> sho .... 

caUl:;e by public<'ttion dn;.! by fllSt. C1.1SS n'.lil t.o d CIIcl"Ihcr li-

;.Ibl\' lIndr:t· the ordel Th.~ not ICO:> ~~)v.d 1 l!~ :1I<.lllt'rJ t.c: the m(-~m-

bel':., ltl!>~. known ,1d<:L'l';';S <.l!; 1t "PFe,}l'!; Oil ttw In!,ult'I''f. re~'ol'ds 

,l~. lea~.~. ~I.·ent,y dit·!~ b~[()n~ f.h~ letllnl :j,\y ot tht: ordel ~.o 

f,h,)· ... ~"'~I!.'C . 

• 
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',. a. If ,) mernbcl' dOl's not. ;lpp~,lr ,!nd ;'(~I··Jt~ d\l,y 'J(~I·I.~I~ci 

(,bjt':ctloo<: .lP(lT! the 1 iqUHI<\t.ut: 0:, 01 befort: the retulTl dd¥ 

of ':I~! (;r,1I:1' to :..ho ... · C'h.H"I~ lInciel suhsectll)J\ :S, t.tH~ COUl:'t. ~·;h.l1: 

(,rdel" the ddr",dglllq tr.erwec to Le lla1::1e ( .. )L" the dn,ount 0: 

ttl'.:: a~S~SSr.'lent plu::; cosu,;, The 1 I qu i d,l tot. ~~;li\ 11 h."l ':e a 

judglt'f~nt il.g<'ll'I:'1. Tl'w mt'!fIIh~r io~' the itm(")unt. ~~.t.~~!·(:d ~n ':"hn 

()l(let. 

b. Ii. 00101' ht'!foft;>, the return day. th~ 11lt:,-lbet" dl~Pt~,H!.' 

"IlJ sf'!r· .. ·(:s duly ve1"if1(~d ohJection..- upm. the I iquid,lt..:)r , th~ 

(":olnlTli~;$lonO:l' lIIel)' hei.lJ" and deteni"lin~ the I'latter c.r may appolnt 

.l l'et"e1t!(; to he,lr it. ~I)d tnaKe such orde1" ,~s tho: 1.)ct~; ·"dt~dnt. 

If t.b~ C()r"'Iml!",lonel' dp.teln1ncs thd~. l.lH' 0b)o=ctlOrlS do not 

":;~I'r;lI)t r~lief ft"om C\:~net->s,"enT., t.h(~ !!'er-hl!I' In'.ty J"(:qU(~st Ul(~ 

court to r(!vte;..t tht: nat t.el· ,1nd \,<lC,lt~ t"h~ oni<":r t.(l !>hu..l (;'Hj~(' 

I" T(lC I iqtlid,lt.O.!· illdy t!{;fo[c(.' an o J"(lt: l' 01 c01lect. C\ llldq-

nent. uncle I' (;ub:.,ectloll S by ,\IIY lawful 1''':MlS. 

Sec. 32 NEW SECTIO:-l ~.O'IC,·1~ Rl:lNSIJRF:?{';) :.IABILITY. 

Not .... ithst.,uldinq .) flrovia.iofl in the r(.'ln:~Unlf)c(.· COTtt.J·<.lC~. or 

ot.ht::l: d<.jl·o?""III~ltt. the CUII{)unt. l(:C:lV(:;·;tt:l~ t.y t.n~ I iqtlldat,)r 

fnllU n:IIlS,II"(,IS l'll<11l not be reduced dG it £·O:$\llt. 01 dt~lll)-

(,U~{)(":y procee.:l1r:9:~. l'dYIIIl!>lt m<HJe dln:ct.ly to <HI insur~d \lr 

ot.het cll!th-.:.o! ~h<lll no', diminish t,hr. re~~lsurcr'f", ubllqat.ivn 

to Lhe lltnUI"(:J"~ (:st,\t.e except. when t.he n·'.!wuJ:ance cont.l<lct 

pl'ovided for di reet. c(,vet'a<J~ of <t na;;tct.l l,IGUt'ed and the pay:llen':. 

was Ilidde 1:1 dl:~chdJ'gt~ of that -.;hI19"T INl. 

:;ec, 3·' ll£\i-I Sr.CT I m: '>U'I(: 3'~ RECOVERY OF !'H!:::-lIUJ'1!; OWl·;:> 

d. An ~lgl.'rlt, {j10kt~'. pn;miun flll.IItC" ::O:"'lp,lny ()I" .)Il}" 

oUH!r PC1'!;\1Il n~sp()IH.;ihl<": for tht! p,l'{:Tler,t.:. \If a prerHtllO ~ti 

Obli.9.'tted t.o p~ly an tm}:,a1d t:'rt~mlurol, 101' l.ht: 1ull P~llCy teLm 

dut:': tlte LflaU!t'l .:\t ltlt: tllllt: of tht: declal.Clt10o of in:;olv(:th:Y. 

Wht:UH~1 (~<Hn(~d Ol' Ulte,lrnl~(t. ;.1:; shol.'fI on t.he n:u)(',l::; of ':.j·lo? 

in,HIl"et", Tht' llqI.l1<iat(,r siv.ll alao (l,we lht: light. t.o r·t~CO'/P.l 

flm~ th.~ P:'-l'.>O:l <Illy pd1·t e,t dll un("dnH~d p!err.lUtl) that. r(:r>r'c:;entf, 

con':ll}!i:',lO)) 01. tne per·f,(lo. ('n~d1 tG 01 ::>t.'l<..i fs vI' hoth : .. hal ~ 

:l<!t. lie ,):. l<.;w(:d to ;ITt ,lqel: t, b! oklo r. 0 ( pl" em ~ tim I ~ rlil:ICt! '_'C!ftl>,lI:y 

f0;' ".'TlOllllt!> .1dviU~(":~d t(: ttl", 11l~\I1"-'1 by the aqellt, br'ok('1', 

ill pl'emlun: !..~n<lllct:.' cO.'I~al~y 0fl b~~h,11 '( of, h\,t. II' t:w dt>l;F"I"~'~ 

of ,\ p"i't1ent by, ttH' lIISUt't~d 

• • 
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b An )()slll't:d ir. ohlit:ptt!d to p,ly.lII unpClld Cell'fled plC:II~UI\) 

JUt~ tt.E: lO!;Urer ,u; sho"'n ')Il th" l'('!('ords c:f ~ .. iC u,t.\Jrt~l elt' 

th~~ tl~(! ()t t~e dc(:lill'illlO~ of in~olvency. 

) lJf'on ;,,"t.i~f'lct()l"Y (:vldenct' of i\ '-/lol<\~ lon of th~::; $(~C-

t"on, the <..~o'·IIt:ls!1ionet "nay pur';l.e t:~th~r ()oe (H" hol.h of the 

1011o· ... '"lh; C()U~l',CS of ,let iOIl: 

. .. su!:pcmd or' r~v()kc ()r n:fIJse To n.:ot:w th(.' llcellse::; of 

the offenlilng p,lrt.y or p<lrtH~s. 

I> Itnt".n;~ " pelJillty of not. more th,\n <HH! T.h01!S<1Ild coll.:>l::> 

fU1 t!~Ctl del Lil VIO!iltLtlll 01 thlti ~~ct10rl by t.hp party or 

pd1"tL~S 

l)~1o::e tht: C011\:lIl!.";lOne1" !:,ha11 tak(> .)1)/ act.ton ,l~> :eet 

torth UI :.;ub!~t!C1.10a 2 the C011Ita1aE10f1t"l" :~I""ll <!l .... e · ... rltten 

rlO':.lce t.o tlte pt'[~;on, con'piulY. <l..'H~ocii\t.ion. Ol exch,lOqe i1C­

cl\5~d 01 vH.dat.HiCJ till: LIW, st"tlng :"pcclt1\>llly the n,ttu.:t: 

(It the .... lleged vlol,lt.l()f). <lflJ fixing ,\ t.ime ano plilce .• \~. 

It~iH;1. ten days Thcl"C!.l~~.(·r, wl.('t; ,1 hC!ilrillg on t.h'": tt',~tt.(':r z:hall 

he Iwld. Aft.~r· ,;t,(:h hearlnq, ()f." upon fiu};lI'p of :'he ac-cllf,.("!d 

t() "ptH!tlr ,~t" t.tl~ h~'lIln9. it d ·~·loldt1on 1$ (ound tr.o: 

C')(·U'II.l~;r,.lon~l" :.;hdll lnpo:~(: t!\Ose pClldlt ie~; Ur}(.!.I~l SUb!iCctlvn 

7. ,\:.; del.'lIIcc1 <l,iVlS.lt--l~ 

-1, • ..... tv'!n tl~e COr"lt1l15!.'lonO:l· .:;h,tll T:iI.:e dCt.lOn 10 dny Ot all 

of th(\ W<ly$ ::;t"t 0ut III SUbl',(:ct.lun 2, tlH~ p':Htj' ilg'j[levcd IIId1 

"ppt:dl 110m t.ht'! ,1et.lo;") tt) COdl·t. 

Sec :H . ~I-.' .?I::~·I 10:1 ~'O"C.]4 OC;'lI(:ILli~HY L1(1)IOi\TOR'$ 

Pk0P()'SAL T0 OISTHIBU'n: A;~~I:£T~: 

Wl.tltllt (}IH~ hllf)dr~~d t. .. · .. enty ddy~ of a final d~~tet·:'"Iin,.t.l('f1 

of l:lsolvency under thlG C-:"tdpt<!t' ar, dG!;ev; !>ecome dVdll~)blt::. 

the llqulddto[ sil,\ll n<.K\~ appllC<lt10n t.c th<": court for ap-

1'1'0\·,\1 of ,1 Pl·QPO!;~i. t(, d1Gb\It"!;"" ,":~,ets out vi mdl!6hctled 

n!;5~U: to d <Ju..tJ<~lIty ,1,~SOC1,lT h>H or fnrr.lq:l gU,l!·,ll1t.)' 

'1~:';()C1'"'t.lon h,lvlnq obllo.J"tlo:)nt~ beci"t\i!;~ 01' thE' 111t,ol':ellcy 
:I: 
:n If the Ilqul::l"tO, d€'t~!'nlln!:,:$ t.llat. I.helt! "He il)(,ul"iiclcnt 

.'l!:,::;t::t.~ to d:.!·",)IlI·se, th~ ,lppllc.ltlon !('qU) red by thi$ ~er:!.io:l 

Shdll he c')n~.;~d~.:.!d :.;~ti!;11t:oj by ,1 flli.nq '-"y '~(H: 11qllidiitOl 

5td~lnq th(: r~~aGc:)!> (\Ir t.hlS nr~C':lli~.'ttI0n. 

I\) 
U1 o 
~ 



1l0dse ?:ll~ ;;~,r;I, 39 

2. 7he PI'opos"l !;h,111 ,~I I~Go~,t. ~tlchldp. p:'()'f~:~L))l!; fOI 

,ll.1 I)t t.'"IC f011o· ... inq: 

• l'e:>t:l"Vloq clt"IOt.lIt~ :'01 o;:h(~ p"lyrr·t~nt 1)1 .111 t.he lo1~,) .... in;j: 

(I) eX?~nse;; (;~. ~dtnilll!ltr."tt.lon. 

(2) ';0 l~le ext(>;nt 01 tj)", 'Jdllue of t,)C b'...:,,:·urlty h(~ld, the 

f!artn~~nt oj r;i.ll;ns of !"ecu("t;d Ct·edl .... ()l:~. 

en CL11i"1!;' :',,0111ng \-I.I~hi:1 the 1)l'loriLes t.'"~,t,lb! Islv~d It) 

seC~l00 :)010:. ,12. ~,Ub!;~~C~,lon" 1 ')nd 2 

b. nl~bur::;(':lT\e:lt: :>1 th~ .H;:~etf> tn:1t'srHiled to di,,"t! ilwi ~ub-

l'.(~quel:":. dir.!>l.n;,eruclIT.:. of cH';!>t::t.S al; they t.cccm'~ :lvcillabl"!, 

G. ::ql..lt.:.clf: :,ll(,c ... llon ~)f di~tllll'~~m~!nt:i to (":,lch c:' tht:: 

9\1at"ctOly Clii!;( ..... ·l"r:~1»)'~. ,wd (orl~l<Jn gl.dt"aoty as:::>r..Clctt10uS 

t.'nt..ltl~~l ~.C dlab·.lt~.etrcnt.s, 

d, Th(': S(!cul'ln9 LY tlH.' ~lqll)dCl1.0J :'1" on'. e,lct: ;,j l:lt': a~·;!".OC1,1-

1.1'011:'; ~~nt.:.t It:d to dl!;bun·;'(.'lI\e:1t.~; of ar, d9n~~mc:l:t to u~t,Ul'n 

t.O t.tH' 1 l.l\11 d<"t t,() 1 UIt' ,:!;~;et.l'" toqet.hc:: 'H'lt:1 lCCc:tn;: (',It.llt\(< 

I)n ,l~';f,\~t,3 preVl('1\~;:'':' dl~b",:'~:f':d, ,lS (1";''/ b~ l·l:ql.:lled pily 

cla111:.' of ;>eculeoJ credil.GlS dnd cli"tlms :1I111ng ' .. ·lth~r. tilC' 

prl(!I·)tle:.> ~:.t.'Ir.I~sl,,:(i .In ~'(~Ct.10:1 ':,0'.'C.4.! );1 d{;('0)"d,""tI)Ct~ .... _':.h 

·,h~ pri\'l·il.l~.'I). ,\ b(";nd sh<l11 n0t. ~e It'qlllr~~d ;)1 J.~l 

,1St',Oc~"'tlon. 

(':. 1>. 1t;11 rt~p\)rt t;) be m,1(h! 1)j' E:<\ch <IS:.,0C~d::.ioH ~.:) the 

I ~qUlO)<1t,\lI' <.tccount.lng f:)1 ,):~!;.~t." so disl)ur~;ed to ':h(~ dSS;)C.lil­

t)UO, <tl1 d1<f")1l1~~~~m~!:)t::; n',lJe fl0111 th(~ ,1l;"ets. )I!ten·s· ... ~,);'ned 

by t:h~ ,·I~"GC1<l:.l('r. 0:1 ':"tH! <lti~~et~; (1))d i!ny Ot.;)I~I· matter ,1S t;-I~ 

COUl·t rna'; {\Ilect. 

":; 7'1\1' l~q\lHldt.or' s l)Jope'f .... d ,~haJ 1 ~L"ov:dl: tOl 

jl:;;)\lu;~m("'!nt.s 10 ttll) 21:. .. r,\)CI,lt10f\!; 1:1 "tn<.A1Ct!O ~s~.lrnated ,'.1 

It~"st. t!q·.ldl to till' clal(n P4'f1")(:I',t~~ JIIade 0:' ~,() b~ tn,dt' 101" ·"'tllch 

the ",~,S()Clatlonii .;,;0\11<1 ,1SS('l"t d cl;\lnl <lo.J<liJ)s~ :.h'.:: l:q.l)d.:llOt. 

l"ht· PI0i-'0i;.:al !;:),11i pro·.Jl(I~~ t.hat If the: h~s~t$ avall'lb~e f:-/t 

dl;,b\lt·s~::Ilt.'nl oJ(; )ll)t €!qll"l or f"!xc(~(:d tilt" amoun: ot ":.h'~ C~al(;l 

pdyrt:ent.!; I;".,ldt! 01 tc b~ tr,lde t,y th~ C"tSHOClat.:on ~.hen 

Ih~.h\ll·SI'!HI~·n~·.~; ~r),111 he ~n th(': atnO\ln~. 01 2t'.',}ll,lhle dt;-:;'~~!·' 

:,. ·wll·.il n .. ·:;p(.~ct to:.; ct:1 insl)I'JclIT: 1)',';11:(:: ·"'rlt.ln~ .ltt:: (,t 

il~,dt.h ln~.'·.lr,~LCl· ()r ;\":H:~l~'~~, ~.(W JL.)u.lddIOl·'S prl);,~.:,li ,;tlc!.~l 

!",r0v)de fo:' dH:tur!: .. (!n<,"mt.~ 0t ,!" .. "f>U·. tl) 9U<lr,1J)I.j' Cl:>:.'O(·I,)I tl)r, 

• • 
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Cl .. (ol't!iq!l q\lilr<1lltj" "'$~~o(;l",tion coVellhf] l.li~ 01 .t).ea ltJ'; 

11);';Ul'<lIlCe Ot· ·HU;UltlE!!". 0: t.o ,my ether cntlty \ll e,rq,ll1lZ2.t.ion 

n:~;"ir,lll"lnq. d!;f;Urnin9, O( q\iali.I~I:eeltl9 polu':ler., 01' ::ontract:., 

~f lI',sut'dTlCe 1 •• lIloJel th" ac~: .• CJ"(:dt~!lq lh~ -,,!;!".0ClCltlons. 

S. Not.l:::e ()f tb~ appl:c,llH" sh,lll bt: <.jl':en t.\~ Vt"" i"lSSOCl,l-

t.~or: l:1 "od 1.(' t.he contn~:.,:;.Lon(·n; ot ltlSut"ancp. of ~~4r.:!\ 01 th~ 

:.,l ... tef. Noticl'! )~~ q1vt!n Whl:1I d~p\)siled )/1 ~.he Uoit.ed Stat.t~S 

Cerllil(:d ;"Ildllt;. first CL",>!H·. pv:~t<lq(": prf"!pald, .. t.t lc"gt. t.hir~.y 

drli'~'> P'l0t· to suhlnlSS10:1 of tile> .lppl1C,1t.IO:) to t.h(' c:)\lrt 

.:,\:',1011 OJ) tl:~ appllC,1t.10T·, it.!y be 1 ... )kl~1I hi' :.t",~ cout"t l!l'ovlded 

f.h(': l'eq;lin:d 00tlGE: h<l~ t,een qivell ,.oj th.;t the 11qui1,~I.01·!;, 

P:'~pos"'l c\)mpl~es ,.olt)) :~ub!H:(·I·.i()1I 2, lM!'lg1<lpnr, "a" ar,d "h" 

~; ec ::.~, ~F."". SI::Ct:.I_~ SO','(: :P.> }< JUNe, 0,' ~·UdH:). 

I'tl)cf of ,111 ci;-urn!". l',hd~.l t!,~ flied .... '11·11 UI€' liq\I.l:.l2ttor 

10 t.he Ict":~ r\~q1l1l"(:<...i by ~·;(:<,t H'r, ~,';)":C Jb \)I~ 01' bctol"'" ttot! In!;t. 

J.lY fo) flllll'] !jp(':(')fH'd In I.:le net.lce l'.::l..r.lH·p.d lInoE:r $(~ctlon 

~.(J·:C.22. llOWt!'lC1", pr(!o( 0: r:li\i.IU:> to! c",l',h ;;un'("'!nlh!l ..... alues 

:);. ctlle:' l:lVC~~tm('nt 'J.=tlll(:s .0 I~(t~ In!ltU',l))Ce ':)lId .:ant:·J1tle~> 

nE:~·d O()t be f 1 .... -·:1 unle:.'!j 1:\1: 11 qu id,l".;.;>1" er.pn:3s 1 y ,;0 n'qul r~~fi 

2 T:le llQ\;)'i,lt.or Il'dy pellU.lt d Clil1~kHlt (I'Ii1l(1119 2t 1,lte 

fil1lH) t(; !)hille If', ~h~;~rihutl('n:;, ' .. ·ht" thp." t· P,I:;.t ~L' futule. 

d:.' If the C~dlm<l:11 .... 't~1(· n(,t. lilt(!. to the I~xt~l-t ~.hd:·. :h~ 

p"ynWllf ..... 'lll not pr~)·..)dice ·.·.he 01<.!erly ;"dtnln:::.lt",l:.)On ot the 

ll.lU)datlool und~')" ,1ny ot ttH: lollowi~Hj Cl1"C'lt":"I~;I<"tnc'.::r,! 

" 
T:w I:Xlst~'nCE! of the CI,lH) ''''d!; n0t. kllown to the (;l<l)fT"<1l1l 

,}nd ___ hat th" ('1,'I:"l,)n~ 111(:d t:"j('! ::I'\llfl el!; pI'~)mptl'l t.h(!I·t!i.\{t.(~l" 

(\:.' l'''!,)~ot:abi}' p:;'£;!>lhll: .Jtt(",!l lei.l1"nln«; :-:.: It 

b. .. \ t.)",lnfif(:: .... 0 d cr"dltor \-I,l:'; J.vol:1(~d und(~r Hl'!clL)nr. .. 

s:nc: 1.(-., t,h:OU91~ ~,()'.'(" ?H, or W,l!.> volunLl:1l1' ~un'('cder~d undt.·l 

s~~ctlon :>O';C.;':. ,U)J tila~. t.i)'.:: fljing l',all!lil(~n the con:ht.lon~ .. 

(,i 5\~C~.1<)n S07C.J\; 

c. The V,,111,lt.1cn tmd(,:1 a~Cl.IOII ~C-7C 41 of set:oJ.t"~t.y held 

hy ,,' ::;e~~t.r.·(i ::ll!<iltOl t:ho'<l:'; d d(!I'~clent:jI, ' .. ·~.~ch 1:; ill\~d 

.... lth111 I,.i:ty d.:.1'::; ~fte) tile v:l1u~tlon 

T:1~ I)quldatvl' shall vefTnlt I,.t~· l~ll;)q C!cllfl",S to !;t\,U'I! 

IT. ::l1!",~I'lbutl(;n!; whetl~~r p .... t,O;:. \)1' f.llur~. ,1!; )f tlu~y 'n'en: 

not J.!t(~, )f 1.)u: cL-'lIns ~~.~ C:<llm!; 0f ,) ~,;uiH,lnty a::;S<.lCldtlOO 

• 
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01' (ot'(~lgn qUill'.lllt.y dS!.>0cidt.ion tor l'(!Unl:'iUl'st!ment. of, covf~rcd 

claims p,lid 01' cxpellr.,cs 1IlCUrrf!d, e)l' both, $uhHequenl t.o tile 

ia!;t dilY for (llinq whE:r.~ the p'iY('1""nl:., .... en~ lI\adp. .Hld expf~nae" 

incul'l'cd ag provided by 1<1 .... 

4 TfH~ liq\lid,\t.oJ' r,13Y cOII:.,ider ,1ny cl,lim filed lat.~ ... ·tllch 

IS not r;()Vt~t'C~d by !;ubsec.:tlon 2, Mld re~r'llIlt It to r~C(.'l\'~ dis­

t.ribut.i.oll$ ...,hi .. h '"I·(~ SUIH·.t~quelltly declared on 3ny claims 01 

ttle satne or low~r' Pl'lOt'ity 1t the paylt'ent doer,. not prC!jud1ce 

the Inder'ly <HJtnini~;tri.lt.lon of t.he liquidcltion. 'rhe late­

filing cl,1.im,ltlt. :.,ha11 I"CCelVe at cach dist.1·lbl1t.ioll thf .. s,une 

pCIc€!ntage 01' the: .uQount allo .... ed on t.ht: clairl as is Lhen bcinq 

p.:lid to cliulllant~; of <lny lo· ... e .. r ptlorit.y. This .::;i\all cont.inue 

\lolll th~ c:l~llrrl hdS heen p,lid ill ful i 

Sec. ~(, Nl::I-o:.SI:::CTI.qN ~>07C.36 P;:':OOFOF Ci .... \lM. 

Proof of claim shall cont>l:,>t of a !;t,lt.cnent slqned 

by lhe r;l.litnilu:" that includ~s Illl Ol t.h~ follo ... ·lnq that arC! 

applicable: 

':1. The pdrtir.ulil1'a of t.he cl,HY:) includino) th~ cOII::;idela-

ti.on glven for It. 

o 

c 

Th(.~ 1dent.ity and atnount ()f the r,(:cul'ity on the cla1m. 

Thr: payment.s, lf any, m&de on the: debe. 

:i. A stat.ement that the sum claimed i" justly o .... ttlq ilnd 

t.hClt tlteJe i~; no setoff, el)untf':l'<:l",ir., ell" dt::f\~nse to t.he 

C' I ,1 i:lI. 

e. Any nqht of pr'iont.y of p<lyrt'_ent ot· other ::,:p(~clfic 

right afiselted by the (;lairndnt. 

f. ;., copy of the <,In. tten 1n:.;trurnent .... hi ch i!> Oil! foundd­

tJon of t.he c1aiill. 

g. lhp. name i.llld <lddres6 of tht~ clairnant .Old the at.t.()1'II~Y 

\-.'ho n~PJe:;ents the ..:1ai)lIdnt, it' dl\y. 

2. A eli'.itn need uot be COOf;ider(.-d 01" ,111o .... C!d If 1t Joea 

not. conUun ,,11 t.he 1nforrn,1t.1on in subsection 1 .... hich i.f.', 'lP­

pI icdl'!le. i'he liquidator rn,lY t'eguirc ~.hal d pn~scl·ibed t'ol"n'. 

bt., \lsed dnd If'dy n:qlll re th •• l other infot'ndtion dnd docutr.ent.s 

he inc I \ldt~d 

N': any t.ime th" t ,quidator m,lY t(!qU~fit. Ull~ cla1n',)nt. 

to PII!:;t\nt infot'l'lCltlon 01 "'!vidr:n::e ::,,Jpple:IIE:llt:,ry 1.0 ~.rldt 

., • 
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reqoin~d under subsect.lon I and m,lY take tcstlm0ny under o,lth, 

f'(,qUll'~ product)oo of 3ffldavit'G 01· depOG1t.ioruL 01' other .... ise 

oblal)1 <lddlti.ondt inf<n:~i.t.10tl 01 evide~oce. 

4 ;.. )udgrn~nt or order ,1qdinRt. .:m lnr.,ured or t.he insurer 

cllt.el·p.d i:\U,eJ t.h~ date (jf tlling (If ,) Huccer,sful pet.ltion 

{or lll.IU1ddt.iun. or ,1 Judqnellt' \)r ot'ojet' "galll!'>t. ,1n lnl'n1H.'d 

01' th~ iOSUIE:l' ent.et'ed tit dny tune ~y dt!t<'.ull. 01' toy COll\ISioll 

need not. he consi<..!er~d ,u; ~videllc.:e of 11abilit.y 0.1: of qUdnt,ul:l 

of damage!>. {, )\ldgmt.'lIt, 01 ,H'd(~l' .Igdlnst. an 1nsur(!d or t.he 

in!>l1rcr' enf.(~)'(~d ... ithill four months hefOl'e lhe fll in\) of t.he 

petition ne(~c not. toe cons,ldered as eVldence~ of ! i,lbllity or 

of the q~\"'nturr. of <\,lrt'aqe';' 

~,. Cl<'ilU'~ of a 9IL,U'Clnty ,\s~oci,lt.ion or fOlE:lgn qU~'H"nt~· 

c.\I~!>OCi,lt.iotl ,;h,\l1 bE: 1n tlit" (ol'm and cont.dln t.he !>ub!>t.dntlati,oll 

a$ (I' .. lY Le dqn~ed to by thE: aSSoc1atlon dnd the llquici,1t.01 

Sec 37. !!.~'i.._S,I£.<;'TION ~;(nC.37 SPF.CIAL CLAIMS. 

1. The cl<'l.im of a thil'd pal'l,y .... hich lS contingent. only 

(m lhe thin! part.y hn;t obtalninq a )udq:"'lent c1gdinst the 

U1Hun~d :..h,11 I b~ cons i de red aoJ d 11 owed a:; i f t.here .... (~ I'e no 

such cOlltingency 

2. ;.. Cl<llr:l m<ly be dllc:wed ~V(~1l lf contlllqent., if it 1S 

fll~d 1(1 <'.cr:-ord':Hlce .... It.h "~(7t.lon 50·;C V>. it m,lY b~ ... llowed 

illld th~ cl,llrnallt tnay pan.lc1p,1.t.e~ 111 ,lll distributions de­

cldl'E:d dftet It is fll~d t.o t.he f!xt,(~nt ,",hat it doe!> not Vre­

Judice the ordp.Jly ddminist.r,1t.1on of t.he lLquid,lt10Il. 

.~. ClilHTI$ that arE: due ex\:ept for tht~ p.::tasaqe ot t.HQr: 

sliall be t1·e .. t.f~d as <,bso.tut.~ cl",ir'lR 'H(." It·e''U~d. How(~ver, 

the cldin.!: tnay be (llscounted ,1t. t.he legdl I'ate of Int.ereRt 

4. Cla1ms madE: Und(~l employment, (:00t1'\I..:t$ by dl1'ect.ors, 

p1inclpctl ()fl1Ct!r'~, ~1' P(~t'51)llS 10 fdct perfolming similar 

funct.ions (II haVlt)t~ silllllar powe1'!; are limlted to p,lytne!\l 

for ~.et'\,lC'~S r't'T\(len~d pl'iot tc till': lS311dnCl, ut an or·del' of 

rehabilitation 01 llquldauon und~r sect10n :>O".'C.l·' or ~:'07C.18. 

::-~ec. 38. ~n: .... · ~t:~TI()N.. ~>4J'1C 38 SI'E":'I"-L i'HOVLiIONS I-OR 

THl!W-PAR1'Y CI..AlI'15. 

II,} th1ld parry ;ls:.'en,:~ ,1 Cduse of act,iIHI ~\)ain<:;t. 

<III i:1~;ul'(.'d of at" I:'lS'..lt'E:r 10 11qUlo1"t.IOT'. th~ tCllrQ par'.Y (TIdY 

r~lt! d c~'lim ~~th th~ 11qu1ddtor. 
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2. ' ... 'helll~f ()~. I~()t. t.i'.(' '.hlrd p'l.rly fllE:!; <I <:1<.11111, tb~ Itl-

:;\1(1"::0::1 ;11:11 .:'"i le a c: ,un Of) t.he 11,:~\ir(>d·t. o'.rc ber.dt f In thl~ 

1 lqllida:: 1\1I I f ttl(.' ln~" . .lteJ Ll~ l~ T,O ,'j \(": ~ cl..)iu) by the 

(:i\t(~ f:J! t'lil!lg clilin!!; CpP.C1Il(!J la t.he ,):.31'" of 1 u.~;lld,)ti.()n 

N' · .... i th~n !:.ixt.y dajH ,)ft.el' ''''<lll ing of t.h-:- r.(,tlce r~~qull'bi 

h::' secl,loll ~,07~:.;>I., I.,'hiC'ht':· ... (~t IS LlteJ', tIn! )1)~\lrt~d I:~ .~n 

\inoxcuu~~ late tller 

3. The 11';'P...ilddtor sh"ll make: l"t!coc"U'Iler:dat1ons to thE' court 

lInc,~r ;"t~::~ion ~)W!C.1?, i'OI l'.h(': ,lllo,Y~'iHlC\: of an lO!;llre:i's cl'lim 

OIJldt!l l',ub!>\~ct lor; ;, dfler con:,,_dt't'iltlOIl o! tilt! Pl'()~lilhle OUt;:CII~! 

o( " ,,)(:;I:)i(',q 3 ... t,lCJ!~ ;'q"inst tlH~ int.OIt'cd :))) ..... I',icli tilE' '::~dim 

I" h,\!;,,:d, t.he pn,bable (i<l~d<.Je!; reC'over~rde 1f. tlw .::lCt100 dod 

th,~ p!',)b<ti:>l~ ce,!.':"'!~ dtld expen5t'~; of oj~1~n~.''.::. AfteJ illlo\.>d:1.:(' 

by :'.he e,)ut't" t,h'..' llqU1U .... tOl sil,lll · .• ·1ttlltnlJ o..llvl:knds 1-.:1ya1>,,: 

011 the <:"l",in', pend~:lg t,he out.CO:'II) oi' i1'Lj(J<I~.10n ;\IId negoti,.1.H);) 

.... ·~th th'.:: lnS\lJ'('~. II I I, ~\~~m!; ,1f-Ft"f>PI'I,lt.\', I.hf! llQU1d..=.t01 

sL'.11 rt"!r:on~;i:\er the Cldl:1I 0)1 U'.t! b<l~~J~::' ,)1 dJdlt.)(){},tl 

1IlfOtrrl~·wH;n ~r:(1 ;lnlelld tilt' :ec(,rn:n;:Ld,lti(!IIs to ':.h(~ e\)1111 Th("! 

1r::'~1I1't~d sh!ll h~ ,l((or(\",d th(: t>al1.~ r.(lt1C'~ ano o~p(;Ol'tuoity 

t.o Of~ :leard ('I', <I!l C~I<lII'Jt:!; 111 ~.h'..' t'eClinll1"~IIJoi:\llVII ,lS 10 It,~ 

1Ctti,d dt·teL.~linat}i)ll. Tth~ l·:)III't. n','.y ,,":eud I~.~~ ,,:IO''';iI/lC(': 

a~ .t f:!lds itppr0prl<lte A~ ,~ldlmt> aqd~IIGt, the 1nsured d!"~ 

':r:tl.l("!d ('r b~t'red. tile 111l',Ul'..'d :dlilll hl~ p:l.1d flOIll th,! ,In:OII:ll 

'.JIU::wl:) Illf~ s.lmf' I)c:·..-ent.aq'C: d~Vlden(! i,$ .... ·,1:; ?;)td <'0 ('t!\~r 

CLl)nf; of llke pl'OJ.H~!'t.i'. h,l:->t!d (In ~.:H~ It!ss(,1 01: 

d. r:1e ;Ul'()\C1I i\CIu,,1:y l'~covp.l'ed flOw. th~ InSlJl"t~(: by itC w 

lOll or p,~td by d<flC('III~!:l1. plu:. til(' 1('aS011,lbll,' (;,)~;ts ,IJl03 

<;:x!)e:n~~t:() lit' deh'os,'. 

h. TII(: iIF)OIJ:1t. ,'11e'· .. ·cc. on t,b~ <.l.'1lma ; i' t,;,..' (',"':IHt 

O\(l.f:l" ,,11 (;ld1(ll$ <lIt: s(~tllf!d 01' h"I'rt!d, ,lny slln· ;'erl<lllllll(j 

from tb: i,n)()l1~lI, '.oJlthheld $hdll L'~"ert to th" lJ:1d~~.t.I:i(lllte:i 

~!:S(·ts of lh~ 11lliULf:r Ik1"i: IJl (',)I,ll t)ayrrelll, \.c,h~: I;l~" 

~:lb~:p.Ct10'1 :"t':all COl'. h ... ,1 rr.,I';OI} (or unre,\son<ln1~ c:lel,'/ 0:' 

(111,11 01~;tl"tbC)ti')n ;\nd dl~cltJ.nJ(' 0f I',:IP. :iqu~d,'t.<'r 

.1. If sever'al (launt> (vllnd,~d \lp<...'r. Vfl(" S-:l)lH:Y al~' f il~d, 

· .. ·:It:tI,(~r' !)}' thin\ p.'lrtle~; (;1 "" ,-I:llr'!', hy t.ile illSUl'ed \.:ldel 

t,h:~. !~(~CT,lO(). clivi '.hf"! <'!.qg)"(:qi!:t· i·.10I.'e,: dnl(;O,H)t (,!' tlH~ cl,ll:n'; 

• • 

1)\)\.I,.;e rill' 2;,01,? H 

to ·~·hH .. ·:1 cb.' !>d, .... e l!tnll of li,',}Hllty If) th~ pol)cy 1,; 

;.IPtJiIC<lhlt:: ex:;e~d!> thilt. IUlllt. t.'<ICr. clalill ilS ,111c .... E.'d !;J,<\ll 

bf~ reduc('d l,1 t.he l'" •• ltnP r. rope r~. Ion so t,ha t U~(: tot Cl i. l..'qu2I15 

t.hE.' P()~ ICy 1 inll 

,)!'; In ,,~b~:)(;ct_(ll! 

Cl,llln" by '-hI.! U)~u;:t:'d shall bE' e·.J3Iui,t.\~d 

If <"ny ins\ln~:}'s cl.)~", i.~. !:'.1l1):;\'<!llt!C1tly 

l'l~dUCt:d unner' "ullsecl~()1t 3, lh~ dl1")Unt. :hll,~ fr'~:,-,J :;:Iall b("! 

dPP0l"t1(,n(:,j '''''wdt,l,! anonq the Cl.:!I:'IIS · .. ·:llCh have l>(~~n J(!dv:f:d 

\Ind.::!" t:11S s.lbst!ctlO:I, 

s. A claim mai' col. lA' pJe:;ellt .... d :Jnder' ::l))~; "~!CliOJl 1f 

It. l!'t 01" !:I<ly b'.:: cO·.Je~·ed I:.oy ,lOY g\~,ll'.ulty df:.S')C1at10r. OJ fOl'('lo.jn 

gl\,u'antl' <l::;:;OCi;!t.l';n. 

$t\c. J 'J 1~F.\'; :,RCTION ')O·,'C.:!:J ldSPUTF.f; ("LAir';:,. . _w. ___ . 

1. II' " (,Iaill If, d(~nled it'. ·~·t101t, 0:' In Pdt"t 1"1,:, t.h(~ 

I iqlll\1;'1.or, ·,;rlt,t.(m n0t ICI'! 0f tiH' dete:;lIin:lt.1oo 51t..:..1 b!' g~'.'\:n 

~.o tht~ ,:I,ll:ll<1tlt. or t.Ilf" CI,'.lmal,t's "t.:.OJ'o'..'y by l~l'!>t clOt!,>'; 

lI'i,il "t. the ad<!re$!; !>tlO"'11 til th.~ p,',)cf ()f C,i,lm, \~'ithin :;~xty 

d.lYS [1')11\ Ult~ CIIi.l~l':'",! <..:.j tlh: notle,,"'. the Cl,lilHnt n',!,! fi.e 

ol.i)'..'Cti:):I:'; wlt.h till! 11;1.1.d"t.cr. UJllt,:,;:; d ~llll)(J lS 11"<H\'~, 

lIi(: C_'lln.,ll1t m,)i' ))0': fllrt.ner \Jb)(!\'~ 1.\: tiH' det~.'rrlll:atlJ(1. 

2 II oi:.o~,,,-,"C~lOns: cUI.' 11l(~d '-l'_tt. th~ 11<.tlJldilt01 dnd :.h~: 

11quldat,)l dOf~S 001, 'llt~I' '.!)~ :j\:Ci,11 oj t.he ,;1,l1:n .1'.:> ,I !f!t>ult 

;>[ lilt' o!.iJect~on:,;, t:l(: llquUlatOl :,:.jldll <l~,k t.he f;01,)'1 f\>r 

it ~)ear'ill:;l i.:; SOO:1 ,lS pr'3ct.i-::;!h1("! ·\nd _Jive lIot1ce 0: tl'.~ :le-dring 

by :"11~''''' cl:I!>~'> IlIdll ~.0 tlw ~'1'11r',~lIt ('r th(~ \'1<11n';!;Tlt.'!~ ill:.:>ll'.ey 

;~nd ~() ,UlY o~hf~r' J.H~r';;on~ dIJ','c· .... '! "tlt~ct"-'d. The notl:"e ';h,11 I 

1)(: ql·.J(m "(II lef.~; !,hitn t(~r. nor ;;,o,"Jr(: ~.h,u. tLilty d,lY:': t.H.':ole 

UH.' Jatt' ~" ttlt! he,ll ~oq. The rn'ltli~l !~hd:l b~ he..:.rd (l'y t,h: 

\'()111 I, ,)1" h,:, a eOlu·t-ap;>olll·,r:d ~'f"!f('r(;t"! '!':\(: l(!l't!re,' shall 

:;\Jbnut flnd1r,g~ ul t',lC1. along ·"i~.h d n2'con.rnend.lt.l(JIl 

3ec 40. 1'1(",' :;U;rI0N. ')!j"i': 4() CUd>!:; OF ~;1JR~:-:-Y. I! 

,) ('~'t'~::lt(;l '.Jh()l',~: <:1<\111' "q'\}:I~t <IT; .I;}:;lIt'el i:~ :,;(!cuJ'l·d lO .... hole­

o~ ;':1 ~"lt., b,:, the lI:ld~l"ta:~tnq 0; .H.OtlWl ?t:rl:on, f.li 1" ~.() 

p:'ove ,ud :·:.le- l'\ilt. r:l.!~III, t.hen t.)\(' Ol~,,(:! p~I'~O)~ 1'ldY do ,:0 

JII tIlt: ';ll~dlt~~'~ ~dm~ ";'h~ :;\Jr.~I}' shal_ h~~ s\,hroq"ted to 

I,b~ r1qhl,'; of till' cr'~~d;,I,ol '.-JtWtht~l : lit' .::ldlll1 lidS bl:(:~1 t1led 

by the cll~dlt.;)r 0l.' I:.oy til(' !.>u~·",,!,y tn tho; ::lh-JII,0r'!,~ ))<W'f~ to 

t.he ~xt,C~lt t,Il.:,l tilt: S'.llf:ty d,!~c:l"lr-Jes t.11\~ und'~J't,'Y.l!lq. 

• 
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I~o\,'.:.:ver, ill the ,"\h:;,:u(;t-' of dO ,HJteemel\t ' .... 1 th t:le cr'edl tot: 

t.o t.he contra)'J', th~ surety .1" no't entitl\~d to ;lIlY di!~t.rll"l­

tl'jO unt.ll t.he d:nOUlil p<'..id to the creditor on Uw und(~It.,,;.anq 

plll~; t(le cil:.;trihutlOn'R pdid 00 the clalr) in,m lht:" insurer's 

e~tat~ t.(, t.he creditor (!qu<ll~ the ,liIOUnt t)f the ent:ln~ claltn 

of th~ \:n_~(ht()l An ezcess tecelv(:d by the: i:tedlt0r sh<ll~ 

~~ held by th~ cl:(!ui tOl 10 t.ru!>t 1'or the l-;\ll'f~tl' As used 

111 t.h.i.~ ",(.'cr:,lon, "$lJr(~ti'" lS not, lnt,endr.-d tc apply to ,) 

guaranty itSSO(;1,1tiol) or loreign C)u;H2Inty ~~:so:::-ii.lt_ion 

St~c. ·.1. NF.:I-.·,~EC:T,IO~. 507C.11 :>C:('tlR":V Cfi .. :OIT'Jli ':~ CI...AIMS, 

The value of s(~curity held by a !;t;:cul'ed credltor ~;.hall 

ht.~ det.{!tulincd In olle of th~ foll<)Wlng W<lY'-, , df. tht: coutt md, 

dll ~ct.· 

" I~y C:()I~V~l' t. i ng t.he ~,~cu [ it yin 1.0 mO/Ley ,,<;(;<.>1'<\ i IIg to 

Ihe tr.-cm::.: of th~ i\9('N~;Jl(:ont PU1'511ilHt t,o ·,.'hich til(' <:>ecut'lty 

W,\:., de 1 i ve r~d to t.he cn:d i t.o l'S • 

h, By e.gn:t!menf., dl't.itt'dti\)/I, cOR\pnl/llu::e 01' I it.iq<ltion 

bt~t""e(:11 tlv: C't'CfiltOt' and t.he liq1I.lde,t.or. 

7. ThE: det.errr.iu,ltion $11,,11 kif! undt:r tlw r~upt~lVlr.i()t'I Mld 

cc.ntl'ol of the COtll'l, ,",i Ul due I'egard fen t.he teco:llmend ... tiol\ 

~f t.ht~ liqu.ld'lt.01'. Tne ,\mount, !;O detel'mlned ~h<\ll be cl.(:o<!ited 

upc)n the !;f':cun~rl clain'-. A deficienc:y shall b\~ tre,\ted ;os 

,m unsec:u)"ed cldim, If the claimaot. s\lt'n~ndet!:; t.he scr:U)'lty 

t.,. th~ liquidat.or., the erll,Lre cLtim ~h.lll be <.II10l .. ed as If 

uns(!cut'('d 

St:c ..... 2. ~l-W $FiCTl,~. SO-'(,,'\2 PRIORITY OF L1I$TRIUUTION. 

1'h~! p,:'iOl'it.y of dl!>tri'outlol) of c)al1::-,$ tt'om the IT',:':;1\rf~l'·:~ 

(':~t. .. tc ;,.hall be 111 <.\ccot'd~I'ICt: with t.he order In \-'Iuch edch 

cla~~s of claim!; 1::' S('t forth. CLnnl) tn e<lch c13ss sh"ll 

t.o~ paid 1)) full ~)t adr:q~I"'t.e funds ret.,inned fOl t.he p,\ym('nt 

h(:iol'e the mcrr.ben; 01 t.he nC'xl eLl!;!: l'~c('ive "ny paymt!)lt 

SubCl.\SSCi; Sh'lll not I~t~ eslablislwd .... ~t.hio a clds,~. Til(' Ol'rl(:l 

of dl~,t.rlbutl(!Tl ()f ct,\i!"',!:> lS: 

"::I.ASS .1, Tr,f! co;;t!'> dnd t~xpi.·nc\~s of ~i(lrn~{n!\t~r2lt.ion, 

.lnciudi.ng but :lOt luutt.,d to th~ Jollo ..... lng: 

a, l'h(~ act.ll,\1 and oer:t~ssal'Y '..:ost.$ 0! pl'csec:illq O!' rt~­

(;()vt:'!rlll'j I.)\l~ a~,$~tr, 0f th~ l.O!;\.l'er 

:.' compensdtlor, :01' ::;""rV1L~~~'> le?}(i(~l'~d ~~, t.he liqu\(t,,"~,:()n 

., ., 
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..... NeCE:fis.\t'y flllOq feP-H. 

d. Tilt! i~es and r,Hle;~qe pay ... l>lr: to Wltll(:s:.>e!;. 

~~ . Rt':<\!'WlldnJ e dC t.on.E:}'·!; fees. 

f. Th'~ l'eaEOn<1hl~ eX~~II!';p.s of <l (]lIar.:"wt.y d!".f;OC1"t,lon or 

fot"eiqn g\I,)I'.:mty .1.::;SOclatlon in hanrJllnq claims. 

7.. C1.A$:-~ 2. Debt::. du~ to e;npl()ye\~s t())' ~el"\-'ic\~s \)el f<)J"med 

t<.: t.hC! ext.ent that they d:> not excr:C!d olle th:)U!;'(Hid oiolli"ll'l-' 

und rr:pr~Hent. p.\)"l~ent (OI ;,erV\ct!$ perf()lf11~d w1t.l'.lf) one yt!dl" 

hf:fo!e th"~ fliillg (,f the ~t:>'tlt.lon to! ii(IUld,\l.ion. Ofhcl!:r!; 

<end .hn.'.:.:ton; ,'tTl.' not entinI'd t(\ the bel~\~f1t ()~' li)l~ pL'lor:ity. 

'rhe ~f)Ollt,y 1'111 lieu of Qt.iH!l sllr,iiaf pl'loI'ity ,,.'tllch ma:J' 

bp ,\ulhcHi7.t~d bi' L::. .... ,l~; t.u ..... aye:; (H compens;lt10n of (.'mplo},ees. 

", CLAS!; J, Cldlml; unde1' policH:s lor ~ou::':~f. lnC\Ht'~:1, 

lllclll(hng 'I.'.hil'd-pll,l't_y c1c:tlfns, ~~1i\1"'~: <lqa.:u:t t.!I': ~!IS'.lrel' tel 

liAb1llty f(ll' bodily in)Ul'Y or for In)Ury to (ll dcstructioll 

'.>1 t.:mgible pl'ov~rty \J!tidl "II.! not t1nJ(~r pollcie:~, ilnd c1",ins 

of il gU3l;Ulty <lS$OCi<l~,lOn ,)1 forC!lgtl iJll2l1',ulty <\SSOC:;lt1on. 

Cldltl'\:~ undt·1' lil'tc" insut'allce ,HId ,\nuuity p011'.:les, wr",:t.heI' 

foc' de,'IHI PJ'ocp.~:d,;;, ,11lIHU!.Y pl'()<.:e~ds, 01' .i.nVf.'stme'll 'J~ I \let; 

shall b,' t1'~<lted ;'s i,()!'iS C},Ur:lS. 1'h"l, POl'tH,n of <\ lo!>~;, 

ludernnlt:ic,\ll011 1('r wll.l,ch l~ plovided: til otht~l betwfits or 

,vSvaflt<lqt!~ recovel'ed !',y thf! claint<lo'(, ~~h,.ll not, be incl\J:":ed 

lO thl!> l:ld!>S, othel theHl bt:'!neilt.s or: .H.!v,\ntag~" I~COVt!l',,;1 

(H n'!c(Jvel',il)le til ott,chan},: ,)( larrllli,ll oblig<lt10tlii of support. 

()l b, \J,\,! 01 t~\ic(;essioll 2It dedt.h or Ill:; pl:ocer:ds of Ilfe 

1 n,~u C dtlf:(,', 01 an <]1' a t 111 t. 1 e~ A pi\yr;)('I~t: by dn employt~l' to 

"~l employee is C)(It 21 groltlnt.y, 

4. ~'LA$:> 1, c.Llir!ls llntj~r l\o)lId-:;~~cs~",bl<.· polt<.·ies for un-

(,:,Hned pl'<:~1I1m or ollic! ;;n~lUlu:'il rf':t'liods 3noi clai~s of qent'!l'i..ll 

(:1 edl ton;, 

; CLASS ~>. ("lattl',!,' of Ult: f~dt.·t',\l O[ ·my <:>t'lte O[ local 

gOV(':1'ntn'..:ot Cld\f)s, 1:1C11l'J1ng thos(' of ;1 gOVCJ'llC"lent.al body 

1(11' a pe'l<\lty or !ol'feltUl'(:, ,:Ite dllo""e~~ In this cla!".s only 

t,(; the (:xtent of t.ht: PE:C\.TU,\I'y 10::;" S\lr,t;\ln.::d ftO)u tht.· ,\(;t, 

tr<HI::;,lCc'tOtl, 'J! p!·oceed:.ttlt) out (I: l.'lll,dl UlC' pen.alty or 

fo,felt.llt'~ <11'OSr:, WIn', t'f'!,~son-ilble <llld ar:t.udl costs Th(,' 

lcmtt1:ldC:l ,1f ~lIch cliurus shal: b~ PO!;t.P',)II(~d to the cl,\ss of 

(;~illno';' \H)dl~1 sllb:,,~.!c{ ion ti 
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6 l:I,A5S 6. ':lalms tll~d li't,~ 01 i\Tly otter' (:ldi~s ()ttel 
1:),1)) cl:tln:~ Ilo<ier g\Jto!·~;:r::::i()ll!~ '.' dO:": ~. 

('LASS ). :;\;qlld~; <'l. cOI.t:-iout.I'n n')tl:~~, DE f,lmll,'..! 

,)bi.iq<.l1.lonl>, ilild premilJr :f~funds 0n d!~sessil.blt~ 1!01l<:ie:>. 

1'<lyJn(~nt:~ L) /l1('.mh,~t's of dom:!n~.ic IImtu,;.! 11l:.;ur·,1nc~ COntpill)le~~ 

I'; ·.i:lllt.,~d in ;"C(;O~·dilnce with 1,1W. 

n. z.·U\$:; 8. ':'he C~,l,l~13 of !>h,)1·t~holdel"'~ 0t" 0thel" OWnel·S. 
;;,~C .J] l-II::.~~.I:.=CT...!~:~ ~)O":.". ·I·~ LIQU IDATOR' S HE:CCV.MENnA-

T1(}N5 T0 ':tU; COURT. 

Th" 11'-t:.li<i<ll.or ~,hilll I"e'lu'· ..... :::LIIIn;, duly fLlt:d 111 the 

llqu1d,ltlon i.no::!. :~tldll m,lke Jllt·thel ~t)Ve~:~.lq'lti()f1 ;l,t lIf"cei>-

:._dr·y The I iqu1liat.0l" !""I':y compound, cO/liprOt01se 01 111 aoy o'.:lv.'r 

·lIdTHIer nC(!CI~:"20te ~.~H! anouct [(;1 ... ·nlch ::liI1m(; will he 

r~l,."o:Tltl~.~nd~!d <'0 the COllt:t ~:xcP.pt · ... he[·t" I.;W llqu~ddt.or ~~ n~-

(j(;il':d loy I,nl t.o dCC('?t c:t.lins dS ';eT::.tle<i hj' ,1 P<"l'SO); VI 01"­

g,1TI17.<,.t10:l, 1IlC!'.lo.!::nq <1 g\lal"dn!.y ,l:;SOClaClon 01 fOl'eiqll 

q1\~ldl·,'.'1 "':;:';(JCldt.lon. Un11:so1v<"d r:ll"pUt.'~$ :~1;,,11. b,' de.tt!£::-olr.e,} 

ldHh:r ::;e(;t.li))~ ~>:) .. '( .. ]q A~ ~O(.ll) ,)S I-'I·ac:;:.lc.:lbl.~, t.h~~ llqui<iutol" 

~h,\ll pn:::.ent t.(, !.he ;'(lUrt <I repOl I. 0f tht~ <:l<llm~. dq,lln::;t 

the 1.lSllrel ·dlt;·) the ;. iql,:.uat.or':; t'~~c()rJII(!~d<lt ~cn,,-: 'J'ht" n:p(,r t 

~·;h,tli. o:l.;ll.dc t.h~ na~lIt~ ilnd itddre"$ 01 I~ac() CI"ll:"~Hlt ,wd the 

.... lIount of t."l~~ :·l",.lIi final I',' !t~("omr.t:l!ded. If UH: in:";;I,'cr t;,\~ 

i:;$ue;! ,')HlUlt.le:; 0f. :II(~ l;IS..lrQIIC(~ ~OI1Cit>:~. t.l:E: :1C'\lid'I~.0r 

!.,h,·.I. I (·ep0t·t the l-el·:.;')n~ to whorl".. ,lCcordlllq t.() the fe::ords: 

.... f u}(~ ii)!,un~r. ,1n~OU:IU; 211e o .... ~d '1~ c.:t~n !>(dT~nd{~: '/al ... ,~~~ 

O( (;t;lnr .. nve!.,tmcnl v,11ue and !.he d/iIOunt!l :, ..... :<1 

::'. Tl":t:: court /II,lY "ppnl'Je, di!';,lppt·O·1e. 0[' n'or:11y the ;erurt 

on c!""~fIIt hr :.tH: l~LJulr:ldto; l-!t:port~; ;lot 1I,(o:.i1flc;: t!r t.h(.' 

coul"t. · .. ·It.Ol:l ::>lxtj' d,lyt follo ... .'In9 bUhli"la::,~(jn hy lh' 11(jul(i.nor 

sh,\:l tH: tlt:.H.ed ~y t.h(~ 11(j1lId,H.:)r dt ,tlkw#)d cl,.cns:. ,;llbJe<;t 

tc L!t(~r ('lO(llf"lcatl()O or t.o l.11ings n'i'..d.~ loy t.he COIl:·t pa'·SlHn-:. 

~.O !:P.ct ion ~;O·,C 39. A clillm ul~d,~,· a policy of lnt.\U,ln:::e $h2l~1 

)Hi!. :.;~ i.llnwed :'()r .:!I) an·O;JI)t. 111 (·xcess 01 lhp. <lppllcab~(: 

p;d ley Ilmltl'. 

SI.:<.: 44. ~I::W . ..2C:~;.!..10lJ. ~,07C.44 DISl'klf'IJTION (,1-' A~$[E 

Un3('" tlte d11't:ctl(1Il ,)f t:1l" ,'ollrt, !.()"-' ;. i~u1.j<;I.0l" :.;h"l. P'\j' 

d1st.r1hul.10IlS in iI lIIillHH:r t.hat \-"111 ,)f.!>u;·e 'tH.' p)"uP("l 

• • 
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l~!c:ognltlon of Pt'iOl'lt.le:~ ill~d a l'eascnabl~ t.o:ll,ln~:e t!et .... L'('r: 

!',h(> e:qH~d~t.lv\l!.> c()rp~etl()11 o~ the llquic1.lt.lun and 'Ale 

I:'"ot.ec.:llOIl o~' U:1j,lqt.ldat.t!d and und(",.:nr . .in~d cl,lln;, lnc~-.Jdlng 

::U1'I1-p.:H':Y ::ldlrs. IJU:,tllOUt.i('o of 'I:.;t',t~'.s in >\lnd In,lY be 

n'dde ell 'J<,!.U,lt.~()II~ f,~t by ,19Iet~n'(~nt Let,"'e~~11 t.he ltquldd~.()t· 

and the ch:dl t.<:r anJ ,1PP! ov(~d by ttl(' <:()1;l'~ 

$(!c. 4') Id':~ ~~CTI 01,' ')0'1(" 45> l'NCJ.AH1F.fJ AND 'o1ITHJU:[J) 

HlNIJS. 

). U:l::I,11i"ed h'lld~; ~l.lh)t:("t tc d1St.llhut.ion :'f:':tndlnllhJ 1)) 

t.h"" llqlliol20l0!"S h.l)Hi::; .... ht"n the llqllldat,r: 1!.' 1C,Idy to apply 

lo UH.' ::01l1'. fo: dlschilr9.~, lll\;luriinq Ult" ,lIno,mt di.S:·.t"lbUt."blp. 

to ,1 cn?o.!!t.~r, t-.b~leh()ldp.l", m~!mber. or o!.ht~r penHHI .... Lo l,; 

u:1Kno',1O l)L ("<um(,t tH: foond, Sh'lll bl! d~'po!".i ted 'oil t h tht:: 5-.'::01.(: 

~.l·P.')$kH·~1". 'Ind :ih,)~ 1 be y,nd ...,it.hout ,nl·.cre:;L exc~pt 111 '\C­

COl"(i,lnCe ·"lth ~;ecl1:))) ~;O}C.4~, to lhe P(!,'f>(lO ent.it.l~d OL t.he 

P'~l"$Otl's Ip.qal n~p.:e::a'IIt.,\t.IVe I}I-':m ?r(,,(,t !>ilt.lsfacto1·Y t.o the 

t;tat(.· t.rt~'ltul·el· of Ul'! rl9ht lo I.hp. iU!l'is. An ilII'.OUI<t. O;} de-

POS1t. I)()t. <:lain'~d w1thlC ~;1.'( yc,lra f1'om Uw d15,::1,1' C;C' 01 tht~ 

Ilq\;ldat0I i$ d~et,.~d lr) :li~V(, be.en ,1i:l,)lldoned al)d ,:hd~l hecvll(~ 

t.te ;o1·op,~r~·.y :.>1" t.h~ :~~.ill.(: ""ll.h()~lt fO(nd~ .~S(:h~dt v'OCt~ed11"'Js 

,(lid Of! dt:P()~It.t::d ·..;i':".h tit,' ~Jf'))~rdl t'md 

2 ("\lI~d~ ... ·lthh~ld ulideL' !3ect..u" S{17.,: :,i ill\,j n0t dl~;-

l.!lb..:tl'1 $fldl~ IlPOT', dl!:".(;h(\rg(~ (~f the 11q(!ldilt.01 t)(~ dC90!31U!d 

· ..... ll.h -::'.1<.' ~t.,lte- t.n~,).::;\\["(:; a!ld poi:lld ; n .;.,:-coL·dance ..... 1 '.It St!Ct.lOII 

~,O·'C.4;';. Sums rP.fIIdlTlll!q ·,.o:(;h lmde1 St!ct10)l ~,()7r:.4;> ""o~ld 

leve,·t. to the: 1 ))Ju:t.rlbut~·d ,lr,~e'-:; of I.!lC l)\:)lIn~' !'ihall N: 

1 ra:u; fe: rei lo tb~ st"t.'~ t.1c.:.;~un,r and bt:cornp: tht~ propel"":y 

(.11 th,: !;lcltt' :.lr.d~l f.llb"ec~.l()!l 1., lIale~;s t.:l('\ COfMIlt.tlollcr In 

~Jw (":"Otn/lll~>!jlO~H!r'!". d1l'.Crct10n P(!tltlOO!; t{)~ Coult to reopell 

the 11~\i!d'ltiun \lIldel' ~ect.10n ~)O·lC 47 

~>~:C. .6. t-!}-2'0I£C~:.!.2~ . :'07C·H TL!UHNATION OF PROCI::I::IJIN(~~,. 

1. .... ·hen ,lli assetf> )\I:~I.I~:i./lg tr.e cxp""nSt: of col:ect.lo)) 

'11,:d d1 tt.r lOU!. ion have ':;t:~':l CO~ lectt::J ,1IId dl:,;l~ lhllt~d .. mdt:r 

t.);ir, ch.:!ptf!l". U)(' llqllicidtor' shall appi.y t.o tht~ ::our'! ll)J 

dl~~<.:h'1!·9t: Th(~ C0urt n~,ly 'l[·,tnt. the di,;(;hdrg~ anu IIIdK,' "ny 

:'1.tH!t (;I"\!t::l·f •. U',C:UJUl<) an ord~!' t.o t l',lnsf~'1 l·f!rr..alclng 1"I1Ild~. 

I.h<,.t ,U'C \;IIt"c0ilOmlc,11 t.O d~:.;t'·lDUI,(:, ,l,S 'lppropr1'1t.~: 

• 



• 
li()uf;e Flle 2S01, P. 19 

'1.. Any other pet'uon may apply t,o the cout't dt ,lOY tlr~~ 

fOl' .'11\ order Und(~l' sub1>cction 1. If t.he appllc<lt.lOIl is dellied. 

t.he ilpplicdnt $ha11 pay t.he cost.s <Inri expenses includ.lng 

redf.oJ)dblt! clt..tOl'fley'n l'e~ of the llquidil.tOJ In le'GH;lLng th(~ 

dppllcation. 

Sc:c. 47. !~.~\.:I __ $~.C;"£ICH. 507C.47 REOl-'I:..111NG LIQUIDATION. 

At any time C\::teI' t.h~ liqlJid"tion proceeding h;H~ been 

tenuinated and thE: llquiddtOr: discharged. the co,ullif.S)Ollet 

01' other intp.rp.stcd pCll't.y may pet.i t.ion t.he court. t.o reopen 

t.he pl'o::;eedlngf:, for good C,\11se including t.he d19CO'Jcry of 

ddditiOl}al Il:~sets. The court. !;hilll ordez the proceeding 

reopened if i~ iH s<ltiafied that there i~ jUNliflcation fot 

lhe t"eopcning. 

Sec" 48. NEW"~..!:=_<;TIO~. 507C.4B l}ISPOSITID~ OF RECORDS 

DU~WG MID Al-"fER TEfU11NATION OF I.IQUIDATIOH It 1t <l~Pt:,H'S 

t.o lhe cotrr.ni.ssiOnel" t.hal the records of an insU1't!1' 1n pn)C(~8~; 

of 1 iquidCltion or co(";)plel,ely liquiddtcd d:::e no longer u5eful, 

t.he cOJ'!l.::li SSlOller rray z"econrnend t.o the COUI't and the court 

Shilll diI"!~ct WhilT" record!.; shall he l:~t~ined for' tuture 

ref(!cence "md what. shall be de!>troyt~d. 

~)ec. ·19. uew ~~:;:_r.!OlL 507C."9 r.Xn:RNAL AUDIT or 'nlE 

RECJ::IVI::R'S ROOKS. The COtl.rt. may order .1udit"s to be O'Iadt: of 

t.he books of the cmnmisHloner z"eli.llllhJ to ,1 n:ceiverf>hip 

est.dbl i !>hed uode l' t.h i ~ chapte 1', dnd 0:1 l'epo rt. 0 l' e,1Ch iludi t 

!>h"li b(! filed with UH! ::;orru"issi()n~r and 'dith lh(~ COtH't. 

The hooks, cecol:ds, ,11H1 other docunent.!:', of t.h~: t(~cei",·p.l"sh1~ 

shall k:e milde <.O'ltlLl.lble to the auditoJ <It any tiJT,e .... ithout. 

not Ice. The expense 01 dn <lud i t 5ha 11 bt~ COflS ld~z""d it co:.' t. 

of adrninistratlon oi the 1'eceivership. 

DIVISION IV 

IN'TF.RSTATt: HELATIONS 

Sec ~(). NF.\j SECT~"ON" !'O·IC. SO CO~SEi\Vf\'rION OF PROPUrry 

O}- FOREICN ON AI.IRN INSURERS FOUND IN TiffS STATE. 

1. If ,1 domlClli..try liqulddtot h<ls not been app()inted, 

t.he c;oU',Jnu;sioner t .... ay apply to t.he court by v":l·ifi~,d ?e~,lt.i()u 

1'01' an O)'(1t~I' d11e-.:linq the cOII\.:lIisslon t.o .:!.ct dS con5er ..... ltor, 

t() r;on~t:'!rve t.ht~ pl'opeJ'toy of ,In ,111en In!'>ur(':r f)\){ donl1ciied 

., • 
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in tins slat.e or .. , fon~l(JfI ir;::Hlr~t' Oil ilny of the (Qllo\Hog 

grounds: 

is. Any of U)(: <jlounds 11l ;,eetlon SVtC :2. 
b. Th;\t pn.>pet"ty hi.S bp.cn sequc$tered by e,(fi(:i,ll actlon 

11l ttw in!ltlrt,!l,'l,-; donllcll.i:1t'Y (.>tatl!, OJ in any ot.ht.'t" Gtitt(', 

c Th,"!\. etlo\\O.Jh of ill; propel ty hd'G het!n :.i.equcst.ercd ,Hl 

i\ f()n~lgn COUlltl'y to qlVi..' z:eil.f..on,\hlc cause ~.() .te .. ~r that. the 

lnSUrel" IS 01. /II(\Y beC0(1h! Insolvent. 

d. That. bot.h ()f t.he following an' found: 

(1) That Lt.S Ct'l'ufic:,)te of a>.Jthot'.!ty to do L)! ... ::;.iness HI 

thi~ state h':'f;. b~c:n J'cv,)k~d or th.:.t no celtl ficilt(: w"s ever 

l$!;lIp.d. 

(2) That therc .1n: n·::,:idc:nt.s of' this st .... le .... ith outstanding 

clai.ms 01' outf>tdnding pollcies 

7 · .... hefl an OJ'del ll' ~ouqht under sUbSt.'.:t:,lor. 1. the court 

::.:h,111 caus.e the insun:l t.o bt: qJVClI notlce and til .... e to n:­

!;pond t.o the petit.ion <.IS 1$ t"p.<1fion<lble under the Cll"CUn~st<mce". 

). The cuurt mdY i:;sU\~ the ordt~t In .... h<~t(';v(.'J t ... ·tn::.:; 1t 

dee/l1!; appt"opl'lat.e. The filing ot r~cCJrdlng of the o)'(1t~r .... ith 

thp. cic1k of CCHU"t OJ' the recorder ot d~ed~; of t.he county 

1n .... hich t.he IHlncipal hUHlne!>:~ of I.b' compnny i!'i locilted 

OJ t.he count.y 1,. .... tllch It!; pnllClpa1 o!fic(! 01 plac:e of 

bUS1HE:3!> 1::': located lS tile '!ldt1C lll.)tlce as <l deed. bill ot 

f;aip.. 01 I,)t.her evid~nce of uUe dUlY tiled O~" )'(:coJ'(ied 'dith 

that l't~c()1'det' of deeds" 

4. The conue1'vator may, <\t ,my t.i.m!! petltlofl for and the 

court ma}' I.jt"ant. ,1n ord~~t' utl!h!1' ~;e('t.lon s(nC.~l to liqllld,\te 

,1"sets of .\ fOl:elgn 01' dlleH insurer tindel' cOmwl'vdllon. 01". 

for i1ll onler und;~r sect.lon ~)O·JC.~)3, tCJ bi: ilppoint.(,d ,111Clllal'Y 

t'eCE! l ver 

S. The COIWE:t V.lt.Ol' "'aY at any t,lme pet1 t10ll the COUt"t 

fOJ' an Inlier tertninati~lq con:;ervat)on of t1fl in~1\;:el·. It' the 

court fllld:.; that the conr.el-vatlon is no lonqf:r nec~!>"<1ry. 

l~" sh.::ol1 order t.hat t:h~ lnSUI'et be tc:ston:d t.o possesslon 

Ot lt$ pt'ot!erty alld tile contt'ol of it::.: business. ·the C()Ut't 

may .1 1 f>C" In"k~ such fl~ldinq ,11".1 l$GlH! ;~ud) ol'd~1 .,T, J.llY t.1m~ 

upon :"IOtl:)Tl I,)f dny irlte1e!.t.."d P'lJty. but If the motlon IS 

dt~:lieQ C:(it;t:~ "h,li} he as:~es!1~d ,)q<'ln"t. the patt.y. 

~ 
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Sec. ~d _ NEW ;:>HTIOlL '>II:C.~>l LIQUIDAT!()N ()F i'H:)I'l!tTY - --
<;f ;:OJ.U;IGN l'H ALI!::N INSUIH:P:;; i·otnm IN 111~;; STAn; 

1. If i"\ domlc~}l'I(·Y J'(:ct:i'.'(:J' h-,,!:. not teen ;'PP()lllled. t.hp. 

C()I)lr1S\~;'Ollel .1I<1i' dPply L() the: court L-j' vt:"':·lfled ilt':t:t:on Lit 

:HI onl('( ,hlec~,i:"l; lhe C()II',ml::>!.>lOTlel t.c: I H!.1.ud,~t(' t.he d!.':.;t':t~ 

~oulld ln t.hlS atdte I): " fon~i<jn insl..;[~r f):. Ml a~i~n ;,nSliJt!! 

not (\0rf.1Cl1ed ~;") tillS !>tdt.(~ on lll\1 of th,' fo1l.owinq ql'ound~,: 

d. Any of the qr()t.lld~ in sect.ion 5(lF-:.12 01.' 507C.17. 

b. Ani' of t.h(: q::o\lnd" s.pecified 1n St!CtlOI~ ~,O'Jr ~)O. 51i!l-

~·;ecti(;n 1, p<n:""J1'aph& "b" thro\l<)h "d" 

7 ' .... hen an or rte 1 ~ f~ ~.OU<Jrlt Ulld<: t· ::;ubst:C t 1 on ~, 1 tH~ COl! rt 

s~ldll \·dU~';E: t~e in"urc1' t.o bt! 9\'.'\~n noti.c~ ':lHd time t.o respond 

to t.h~ p ... ·tit,lon ar. i~ !·t"d~oni..\ldt:: under t.ne C1U':U;II:.;tdnr.es 

J. If 1t. i:\py~dn, t.o t,h~ COUlt that lh~ h~st IllteJ·t':$ts 

O! (:rt:~dlt()l'$. P(;11r.yt·.o!dt:.l!;, and ttl(: publlC r~q1l1rt~. t.h~ COU1·t 

I!:;,y I~~:~UC ,\I) orJet tl) ligilldatt~ in .... hdl',\~V'~l t.e-lmt; It d ... 'ernf., 

clf,p:'opr 1 a tt: l'h(~ f:l II n9 or t'(!Cl)l·d 1 ng 0 f thp. :n·df't -J1 "":,h I.tH~ 

::lclk of the cou:·t or· tt~e 1'ecol'(ie: 0: d.~eds c! t.h(: county 

11: -.dllch th, PI'lTlC1pl:d b',I~lnE:!:.!; :d the (";omp,:u~y If., !oc'lt~d 

or t.h: county in Whldl i~'s prlnci!>,,} 01fic~! or p1<l:':~~ of 

'-I1I!.>lll!"!S.S 1;., l~(;ater.l, IS !><l:TI(, uol..lce ,.5 .:l deed, CI!1 0: ~"Ie, 

or otilp.r .~viden::e 01 o:.it le dl..:ly filed or: l·PCOldt"d wlt.h that 

(er:ol'd(~t of Qp.e<:b. 

-. I f a oo!nicll1dry Ilqcldator 1l' dPPolnted lO ,\ n~c1pro::i)1 

,;t~T:.f! .... ·hll(~ ci 11~:tlld'1t.t()n il:. PI'ocl'edillq under I./ll~~ ::>ectlOIl. 

ttl'.' liquij;'1.01' ulldt~L' t.his st:ction shdll ,l\·' d!> "ncil~a!'y )'(~-

(";(;lVe~ under ~,e<:ttC!H :.r;.-.IC.~>3 : 1 tI dO'"I\:~ll : .. q.- 1 ~qU)(I:1t..Jt 

~s 'lPFOi:lt .... ,d 1)) d :)()!lI'eC11.I:O\·,)1 stat~ Will.!:: 'lll(tUI:.ldtl(m 

lS pr·oCt::edlng 1I,ldt~: tt',i!7 sec:lon. the liquldalol tmdel' thl,;, 

~~e\:t.lot: OIi.ly pt:tltion t.ht~ COt.llt I'u~· reJrni::;!):or. 10 ,H·t df> 

an<':.llldL'Y rec(~i'/t!r undet ~'(!ctlon ~)O·:C. ;):;. 

:). On t))~ ::;ame qrounJs ,lS ,He ::;p,~cifled in :;uo::,e<::tICIn 

1, UlC CO;unll,,!;lOnel may pet).t.illt: d)) apptol'ri,)t.,· tt·d(!ld. 

dll-it.::'ct ('0Id't to hf': ,lpYOlnl.ed teCeivel to llqUl(\dt.P. t.hat 

POt't.l")) 01 U.e 1)):~Utt:r' ~ clS~.('t.S and bUf~1ncss 'jV(·t' .... tllch t.he 

Coult. '~'l11 \~Xet'C,6e jll! jl";dlctio);L ;ll ,1:lY le~;s\~t' p<nt t.h;lt 

UH! cocu/U1!;l:.)O)H'~· dp.~~;nl:. d(!:::';'.t·,ltl\t· for the pl'ote(""~ioll ()f the 

',.!u',icyhol<.!eI$ <,-wJ Cl\~dltOIS 1n t.his stdt~ . 

• • 
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6. \~llt~n ~hl': ~:()mt"llS::;lonE~I' hd~' IlqU1d;.ltt':d t.he ilsseUi 01 

,. foreign 01 dllen i))!:,ur~I' und~r thi.~; Sp.ct,lon, the (.:01;t"t. may 

older t.lit~ ...... O:lItnl~SlOnel' to P<lY Cldl;TIS c! I'eaident."!; \)f thiS 

!;tilt.,.~ <.I4Jdlnst t.h'~ ltl!-l'Jl(!r Hillier nlle~. ,\S t.o the llq\,!dat.ion 

01 lnf>Ul"el"!:. tmder t.hi" Ch.lptt':l' ,l,,; Alr\~ OU)j.·l ... .i~c co:npatlble 

.. ·it.~l till,: ~wCllon. 

St:"'c. ~)2 _ NEW S~_'l::lON. 5~n( S2 D:)MICII.lAP:Y LiQGIOATORS 

I ~ CmlER STATES_ 

f-;xcefl ..:I!j t.o Spt~c1al depO~.lt.S <Ind :,;eCllt'lty on S(~cu1"t:d 

1,\l1J!.~ undt':l' s.ect:.100 ~)O"lC_53, SllhaeCt.10)) :\, the dOOllClllat'Y 

Jlquid.:.tOl' 01 an lnaUl"E~l" <ior,lclj,d 111 " leo.;lp!'ocal r.I,at.(! ~h'lll 

be v~sted wlth th~ titll~ t(, tht., :I! .• ,;\:tb, ?t'Op~rT.j'. contril,eta, 

and rig)ltt~ of ;1Ct,H!O, ,l<jt.·nt,r.' halar.c~s, )()\)J.:s, i\C~OU~lt'-> dod 

othf!'r t't.'(.·(,rd& of th~ lllSUtl't loc;.Ited In t:II~: stdt€'. Tt~e d,)t.e 

~>f vel:lt.104' IS t.ht: d,·It.(; ;d tll(: L;,ll:,q ~)1 the yetit.ioll. 11 !,hilt 

ddt.,· IS ~;pe<::i,ii.(,d by t.n.~ :.io:niclll,H'j 1<1;" 1,n ~.he Ve!;t.l:h) of 

plopert.y 111 the domlc.ll~'"t'y stat,c 0the:\,a~;~. til(' tldt.C ,:1" 

·.)'(!::;tlu~ :;,1,111 be t.he: d.lle (If el'.try ci' t:'le ctdt'::· dl!ecl:'nq 

~,:)s5es:~10)) to ht! tdkp.n. The dOn".H':l 1 i,lt'j' l)quIJdt,)r nay 

:'1I1t'"ledi,lte.y l'''''COV('I' b"l<1oces juc f.urr doellt:.: and obt,dln 

p\Hi::~('5<:':l('1l of tflt~ books, clC<;CHuta and vl:lf~t' r(!c(;l'ris 0: tl\(; 

1llsur,,1 located ill llll~ ~t,ale S.lhll~Ct t.u l:,~c:t.lon ~:n(;.S3, 

the d(lm~cll1.HY liqludcltol' m;lY dl!>o tE:COV,'l ,d·: ot.her ,\fiSCt.S 

0: trw :':I~;Ul"el lor;atp.d in this ~tcltP.. 

I.. il d dO!":licll'C;1j" Ilqlllddt.Ot Ie; ilPPolnteo 101· .::.r. IIlHl.!t·C-: 

not :.lo(Oicilt~d 1)) a rt~Clproc;,l at,lt~, t,he C;OIU/II1::>f>lnUet of Un::> 

:~t<'-!f~ s/l"ll b(; vested .... ·lth th~~ :.l!.le 70 Irle pt'OIH!lt.y. cOil .... lacl,s 

,md 1'19hl,:; 01 dC~',lon. houk!'>. i\C<':('~IOI.l, ci<lId ;,tht:r rt~cotds of 

!,nc 1I1suu:r I:)c;..ted 1I~ t,:n:.; !;t.at. ... ·, d':" the :.;am~ t.1me U.,",t. tht:: 

JO:1I1C1 llat'j' llqUl(\,ll'.Ot is veated \-nU; tlt,lt~ 1n t)l(! aomlcile. 

The cO:"IIIl~sioner t)1 'th~g st,\t.,~ 1I1dy P(:tl~.lOI~ fOI 'l c('nS('I'vil~i(ll; 

or .iql.Hlallvn otd.~t If)d~l sectlot: 50·JC.~':) (:1 ~O'}C ~)l. or 

for ,·In ,ltV-lll,H;: t·ece;'V~!1'f.,;Lf.- llf)de1 "ectl:on ;"(J'i'':; ~3, OJ" ,lft.cl 

cll-'proval by ttH! COun. ffidy t.l'llOf.,j't!: t.1tlf' t.<: ·~h~ dorniclltary 

llCr.ndclt0t'. d::> t,he lnten!st:.; \1J ju!:.t)ce ;1:1.:3 tnp. t!qt.lt.,lb1e 

dlf,·.t'!h\lllOn 01' ~.he ,1SS~~t'-> ~·equll'e 

• 
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,. C'l,'.l,Tlanf.!> te:>ll.:l'l<) ~fl chis st,lte "Idy till"! r:i,ll!,)S wil,h 

Iltl- liqul,cii\t.or ,r <lIKlllaf, leCel'J~r It: I'.nl~: ~~t.I·_e 01 '.Ji.th 

t.he QOlllCiildt'y l.i.quidat.or. 11 !.tll' dOlnClll<ll"Y law j.)(!l'ntltS. 

rill,' ::1.11:115 :~tl<l11 t)(~ filt::d on or bt~f(';r(\ d,,' i.wt dat~ fixed 

(0t t.~e fi:inq 01 Cllll,IIS 1n the d;.)mlc~ll<UY :i'lUid,1t.lon 

pruce(!(hnqt; . 

;:,.(, '>~. ~fi''''' S":CIl\l~I. ~lO'JC. ').) A:IClI.LAkY FJhllJ\L PRO-

CF.EI) I N:~:; . 

I! <I d(.,m.1C.1~l;\ry llqllid,ltOI' has liet:r, ctpPolnt.ed (or 

all insureJ' fIOt. dom)cil~~d 'on tl)l~> !>t<\tt':, tile CI).1U1I1:';SlOf)Cl mrl r' 
fil~ a PE~tjt'l()n .... ittl ttw ,,;oUl"l lequo=stlnq ,l;)po)ol,ment. iH~ 

ancll!~ry re(,;~lVer 10 lhlS !~td~~ 11 both af ',h~ foll()Wltlg 

("!)o !".:: 

d. ! 1 t1~e <lO('l1C'111.::11'Y l.1<.lllidCltot' (ind~ that t,hr-:I"(: ,He 

cu([tctent a&uet~ of tll~ l!lsut'el located ~n th1s litat.~ t.C) 

1.1St.lfy che i"lppo1l1tc'eut of tlrl 'H1CIlLll'j" t'E'Celve.r. 

h. If thc pl·()tN:t~on of CI."f'!dltOt'!,> 01' pO!l{'Yllolctt!r:~ III 

thl$ !;tdt~ : .• 0 requltE!!;'. 

7. The Cq,l't. n.1Y 1,~S\le ... " ,,'rdel' ,lPlJOtntlnq MI ~nclll.,u·r 

l"er;e~Ver in Wh,1t,':V(~r I·.en)!:-. it i('!("rt'-s appt'0pi.idlL'. T1w f tllll<j 

(lJ H'COIUlIlg 01 tb:: ot'dp.l" ·~'lt:l t~le l'ec(")nie: of dt,cd!, I" thu, 

f.t'd.c u; t.he SMile notice <,s ;~ J(~e{L bill 01 Cellt!", 01 e,t.)H:r 

eVlde:-1Ce o[ t,ltl~ d1l1y fllf"!d or l't'!conied .... lth thaI n~cofdel" 

of def:cis. 

J 'Nlwr, " (brnicili;uy liqllld .. 1.01 h<lti been dPIH)l(lled III 

" ~'ecipl"f)('<ll r.t:,1tf':, UlC:U I.h~! aoci 1 1.IlY :'~CE.'lVI.!1 <lPPoIJ)ted 

~n Un:~ stdte n', ... y elld cUld <\!",~:i,;t thc jOrt',ICJ 1 i,u'y l'qllld,ltl)1 

If! r('!r.('VC'I'llIq <l!~!;(:t:~ 01 thl.! tfl::':Ul.~l· loc"t.cn in t.hls :"".I'.'It.~: 

,\S !;01,)11 d!; pl'<tcticatllc, t.h(~ <mcillal'Y U.'C'.::lVl.!r :~h .. ll Ilq1l1d"U: 

fr:c.m t.ht:il I't~Spectlve !H'r:1I1Itle~~ thol"',(! !;p.~CI,11 dP.'f'()t:;il CI'l11l"; 

tHvJ s~cuJ"ed clalill::; '..thich ate J.Ho'Jed and .,.,:lo .... t:d 111 t)w <",1)-

L·l.1I.,ry PI'()::c(:dil:qs In t:llC r.l,1tt': ·;h('! <lIIclllar:y t'e('c,· .... et 

bha I 1 P<W !.hc n\~Ct'!s'S <11 Y t! xper .. ::;o'!$ 0 f the proceed t n9:~ ,,10:1 !.>hal1 

Ploiliptly t.!·dn!~t'.::l a,!1 n'nlc1lnlllfJ i'.,·;s~t~" ::OOK:'" ,)('::O(!ot:; dlld 

l'~cor(l!; ~.o t.b' domlci.li~1ry 11ql,ld:ltOI S\lbj'.::ct to till!:' 

S/'(;~,lOn, th~~ ",ncill;'..l"Y l.'~C':I·Jel' ~lId a:1Y j(:Fl:\.i(\~· hav~! tl:~: 

l-·,ame P;Mt'lS ;llId I:; !~ub:.,,_·~. :.1) til(' ~~.ulle d\lt1~a '..;:':.h j'"t?l;P~(:t 

• • 
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to t.~le adllll'l1st.(·,1t,lOn of '1SSt~ta .:.t. ,I liqU1datvl' of an ilH;lIret 

<km1clled 1n thi!6 !6tdt.e 

4. As to 'H;';Ct.S '.IIH3 !;.00'.o;:.:, ,1CCCHlI;t.S, and nt.hcI 1e;~ord!j 

111 thell .1:"P'5pe'~t,lve !>t,1tCl"',. ·",ht~n ~ dOllllcilHIl'Y li(juid'lt.Ol 

has 'H:~!n "PFolnte,i i.n tl'll:~ :~tat~, ancillary rcce1ver::; .:.ppotnted 

111 l(!o.::iproC'al ::.tnt,es Sh,111 thl-.J~~ cOl'lespol:ding riqhts. duties. 

,\lHI po ... ·el's "'0 those Pl0Vldl')j 1n !;l.lbf",ecI.l011 3 fOl' dn;::tl}'~1·Y 

rt!C(:iVC1U dPPol11led In thtG $tate 

~~cc. '>4. ;!~ .. ~.f:.<;·r.ION. 507C 54 i-.NClf.I.ARY SUI'IHARY I'RO-

CEI£O 1N1.~; . In the sol('! di:~crl'!t.1on of che COI'"01l1f:sioller, the 

C0TtUI\1!~!;t()ne.r 1:1"'',' in~tit.\lt,~ pn)(":(:(!ding:~ ufld~r teet,lon:; ~()·/C.C; 

through S(l7C 11 cot Ule ,·P.ql1~!;t of t.hr: CO:nmlSb10IH.!1 01 other 

.:lPP10Pli<lt~ lll!';Ul<ltICP. o1'flc1al Ot t.hp. dO:TIIC11i<Hj' l>tat'.:: oi 

,1 fC)l.'Clqn 0" ,di~~TI lnSUl'f.:l ))<1' .. 1119 p1·0PP:rt,], loc .. t.t·d 11: HllS 

!,;t<lt~ 

SI'C. 5~, ~3::~~ .. ?E=<;X.~.~)~ . SO"c ~,') CLAIf.1S OF NOURf-:SIDl::l'ffS 

AG;d~~"I INSUHI::R$ DC:"lI<:ILI::l) IN T·IIS ~TATr. 

1 • In <~ 1:i.(IUld~ltI0n pJ'OCel..'dlnq be<j\ln :.n thts st,lt.e aq'linst. 

.:.n i.n"\lr(~r oO:""lici led 1n tlli!'> ,;t.,.tc, clailllant.s l'I .. ·:;lJtflq tn 

fOll.'HJfI coun':l'te~ 01 In nOtHeClprocdl st.~l'.c!'. ~;hall fi Ie clalma 

in t.hlS SLltt', and clcllrn"nts n~sHhnq 10 1~Clp10o.::al St..:.t.C~S 

:;ilall filt"' ci'~lrns r.it.1lpr ""it.t! t.h~~ ,1f)("lil,lt'y n~C('lven; lr. their 

le:::,pt,r.tlV(~ ~t""tc:S 01 .... tth th~ donllcili,uy liquid'II.01 C1dlms 

:.;)Id~l lJt~ ftled un 01 bc101'-! t.he ld!>t date fixed fol.· tt-.t:'! fl11l)l1 

of eldlnls In ~ht.· (iOm1ci.II'I!y IIC)Uld.:ltlOf) p10c'-!edlng. 

2. Clalms helonqlnc; t,o (·l.1,ttnt1nts l·CSldiHfj in l't!Clpl'ocdl 

sl.a1.t!!; :;hall be p=ov~d (clt.hel in t.h'.:: 1Iqli1d.,tion proceedin-J 

11": this !;t,lt.e ;lS provitiE:d tn tlur. ,-h'1pt(~r 01 loll .1neil J.llY 

PI'O;:t:~d1n9:'. 11\ t,ht' l"eC1pI'OC~,l Stdtt~5. 11 notice of the ::I,lltnS 

"lld 0pP011.· .... nlty t.,) ,1PI,e,1l anri he heald IS .d'foJeied t.ht~ 

doml(:i II'\I'Y 1 iqui ridl,or of thlS :.:tat.c ,15 provided tn sectam 

:,O-/e A), !~~b'Gectton ): .... ith J'(:spt~('t to ,1Ilclll,lry J.)I()Cet!dln9~, 

ttw ftrl,l1 :lllo ... ·(\nc(~ o!' c},1ilt)5 roy t,he COlll't.S 111 ancill,1ry 

PIOCl~(!d:iI\O"p 11\ l.'ecipro<..:.:.l ,.;I',ilt(!!". sh~ll he conclu:~lve ,J,!:> t.o 

,1n'ount <\I\d ;os to prlOl'ltj' <l'J<\lIl~~1. ~P!':Clill depo51t!"~ or ct.hel 

s<..'c\lrl~y l:'>Cdt,l~d 1(', l',ll::h ,1llctlldrr !;tat.\,~,. tidt. shail Hot b~ 

cV:lcl\l';IV\~ 'rIlth rC5r€':ct to Pllvll"..lez ¥)<llfl!",t qeneral al;(~ets 

~rl(lf"!l' sec~i0J) ~<17C ~;. 

:I: 
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:;'!C, :)t NC:',,' ~.'::~I,I ON, ~,O·JC,:.6 (Lt·.IM:> 0F (ESllJn'l'S AG/\I~3T 

IN~UhEl\:;' \)C:"lI(.·ILLD III RE::I.?R(~CAL STA~TS 

1_ In '" liquldat.lon I!J'oceedlng lr. d re-::ipn)::'-Il ~tat(: 

,)g;.:.ln~~t ,))) lllEurer don'i<lh:d ill that "t,;.t.e. cLl.1m":\t~ ~qain."t 

tht:: iu~\u:er .... :H: J'(:sllie .... it.hll: thiH St.;lt~ rray file ("lauoi 

(::t.ht.'l .... itL lhe an~ll:.'II'Y ~'t::C('lV~!' ~n thlS slal'~' or ...,it.); 

U-.~ dOl ic:'.Lat:y liquid<ltol'. Clail;',g sh,.dl be LIed on Ol 

bet,ore tilt! '.<tat. dat.es fu(e(: fot' the f.i!lJl'j .;.! l'ldUo::; ill t.he 

d'):1ici lldt'y lutuid"t.iot1 p.:oceed1nq. 

2. nillms belolh)l:1g 1,0 clai:nant.u ret.,ding ltl ~.h~ti !>t,;,l.e 

,na"! b~ ?t("/~~d ~iUH~r 111 tl~E: donlcili,uy !'l,lte under I,hl: lei· ... 

of t.:ut. l"":'dte, 0;' .:) :m;·.Ll1iuy ploceedin:,1~~ ln :,t:la f,t.,1t.'~. 

I t a ::t.urldnt p.I~cL; to l-'t'cvr. the c1aj.fI'l ill ~.hli; slat~. t.he 

cl<llrr,'.:"II, snaIL 1'11"" tt.~ cld1rr, ... ·ilh tCle ~i'l\1i(:"T.o! lf1 thf;': 

fl"J.nner provld(,'~ 11'. Ger;t,ioll~ SO'/":: 3~> and ')(J'V:.36 l'flt! ,H1('i Ila1'1 

YC'ce,Vl'1' ~j:)all Cl .. ke i.\ Ie:'(;tntrellddt1on 1.0 t.he C0U!·t ,1l' \;t)(h~I 

sl.!ction ~ii)7r:. 43. l'h" ,1H~:11~a)'y !eCelVer sh,\ll also i:I~'r'HhJl~ 

;1 d':lT.e for tw,111:lg If n(,:Ct~s!',iHY undet $ectlon ~)IJ'.t('.3S dnd 

:-.h"il CJ~vc not.,c(~ t(; the liquidator );) t.he d("1111:';illat'y tit,cl:t.c, 

~l:,h~~t' hj certifi\~d m,lll 01' by Pt~:t,oni:ll ~~(~tV!r:t: at I('ast 10rty 

ddj'~' p:'iot' :'r) the oiil!C Sf~t 1'Ot· he,ui,l(] ~ithlt: thl1'ty d.!ys 

,~fT.et the q~V':hJ of the not.lce, It t,''If' QO.'lI1C1:l<lry llqu1dato) 

ql'''~!'t t.o1.lce 1n ..;riti;)g elther bi' celtlhp.d m,lI~ ot' by ;>et;,;\)n31 

S(~t'Vlce to t.he J.HclILH'Y n,C(':'1e: i:ln,1 1,0 the ~~lail.'_'lnt of (11) 

1nt('::)!,iOfl lo cont.e~t t.he ;:l,1.~m. the do:o),::i ,i'\)'i' 11q\,id"tot 

l!.' I:':nt.i t.led lO ilppeal' 0t to l.,~ t·",,~n~~en·_ed in ,1 pn;cf!""diuq 

1)) t);l<; ::;t..,t'.(: invol· .. u':g thl'! ,ldpldlcat:.ou 0:' lnt> C!<\Irn 

-, The tlnal ,11 I m.' ,1 nct! 01 the cl.urt' toy tth~ Clh.:tt~; ()t .... (Il~·; 

S t.d t.e ~:Ia II bt~ ,lCCt:p ted c1.!; cor;c 1 Jf., i v.' l:; to 2.,1ount "t~d :If: 

tc pt'l(>rlty a<Ji:llnr.-t !>pecl,ll de."o~·;it::> 0:' othp.t :>(~CHl'll,,! lot:dtO;;:(\ 

In -_fll5 !;tat.~ 

:~ec:. ~~_I. f.:ll:..w' ~I,::CT:m.:. Sl)'fC ~~~.. Al''f:\C'H~l;:;NT. C;,\Rl! I SJI>n·:}H. 

AN(, J.F.;V'/ OY £XECV"::·IOtl. An ",;:otio)) Ol' ~)lOCeed,lnq in t;it: n . .It.utf:: 

oj an .:.tt,lchmen'" g,llni::-hfll"!:)t., Ot It.·vy of (~Xecutlon shdll 

not tw c<':iIlm~nc~d ()t' (;".,liatCllne<! !i thll-i !';-.dt,e aq,1.i:u;t th~ 

del ~r.q\l~:t:t l:'WUlet Ot 1ts ils:~et~, 'lur~ng t.h.~ pt~ndt>,ncy III this 

01 .:ltli· ot.h~r S!.i.l~.e 01 Cl llq~>l<i,\llOII Pl'o('~,:dinq, wh~th~r c.1l1~d 

by t{iilt. nar:'l('~ or !'ot.. 

• • 
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Sec 5B. NI::· ..... ~r:CTl ON :.07/_' ~,8 Ilrr;;1<S,:!'AT~ rRWRlTll::S 

In ct liqUlooltlO!1 pr,)ce~(hng lr. t"is st"lte involvlf~g 

one: OJ /IIcn! r~clpror:,)1 !'tt,lt.l·!;, ttw older of d1~t.rit>u"':lon oj 

U'.e dotr.icll"II'y stilte ::.:h,s} I co:l't1'ol ; .. s ",:,0 c:illmG :.f !'\'slllents 

of llllS and :~c1pro(:al st~~es. (:lJ.imf, u1 1'e::;idc~t,5 of 

feClpr0(·i.ll !)t:i,t.es shall. I)~: 91'''en equ,o} pt'lOt'ltj' 01 P,lj·tn(,"nt 

fn')m gen~r,d ";~'se~:~ 1":q,lni:lI;S!.' of where t.h~ 'ISf,PI.S H(,~ located. 

7. The o· ... nert> 01 f;peC'it1l depct.:t. Cl,HtIIS ,lgdlnst an 1:1-

SUt'~l tOt· ~ .. t)lch ,I l.qllid<l~.o; ),~; ,1ppointe:": 1n ~,r.i.s 01 dny other 

stat,(: l~ q:v~n ptlotlty aqa~tlSl t~e Hpeci,~l dcpun:t~ ln dC­

co1'dat;c(: ''''IT:.fl th(; st"t.ll~:!; qO'/e!'nlnq ~.h~ creat.i()D and :-ll~i:)te-

:lelllCe 0f the <~eposi t s. I:: t.h(':rt' l!~ ,'. dt!1l(,lel'a:y )II <t j~pOSlt 

S0 thiit. tl:e Cli:llrf':-. s~cllt'ed by iT. ,lte no'. t\,lly disc:)i!!ged 

ftotll It.. tht~ cialmant.:-. rn,lY :~harr: i:) th~ gt~:wlel1 a~:s;~t.s 

I~o .... ev\~r, the :;harll)(J ,;h"ll be (\(:ft~ll~d untll ge:lel';d ::tCd1tol'l; 

,1nd cl~imcl:nt.s Clq,:nt1!;l ot,h"r spt:C:,.: depOalt'.f; ""):1) ha'/e l'(~ceived 

~~I"«):ler ~eIc"'ntilg(':s ft'o:1I Ul~):' :t!l3per;t)v(~ !;pec1al de~O!ilt5 

:ldVP. b" ..... t~ P':llJ p~rcp.nl,'\iJI~1-i ol t.hl:!t ('l<~l;ns (,'qu..,.~ t,0 t.:w p~r­

,:t~lIt"qe p,li:J ~rol1l :,h~ ~Pf~c!,ll d~p0sit 

1. ;,'hc ~!· •. 'lH~l' Ilf d !.'e(:'.lleJ cl",im "9ll1n$t ,It) lllsurt::r fet 

.. ':Ilch i, 1 HIU~ddt,01' h,»; teen apPo:llll.!<i :n U'.!!.' ;:'!' ):)Y o~.flet 

s~.<lt.e may ~.lt'!'end ... 'l' th~ r.cC\ltlty ,1IHI f11~ the C1<>11ll a~. ,\ 

qp.(H~r'll clt"dltO)', or tIn: <.:lain n-J.Y be dlScll'l1'qed by J' .... S(..t:t 

t.;) the $f!('Ut'lt.j· In d(:('0rd,ln;:(: ...,~t.h se<.:tlon ~>()'IC 41, in ... ·hic)) 

C,lS(; the <:~:l('iell\:i' sll.il 1 PC: t.!"t:aUd .. ~-. a cli:lin ,14illfUil T;:hc 

qe"~~r<d .... :;.::;~ts of t.he I wur~r on thl.! t',lmf~ 1)Cl!;l!; a~ C\;.I1111;; 

;,f 11tl:;~(:';lt'(~d cn)th lvI'S 

Sec <"9. N~;"" :'ECT.; ON ~O'Jl;.S") :;UnORDINAl'ION OF CLAlMS 

F'J~ NO~('00~·F«"\TI ON. If ,H'. MICll.lilt'i' !~ce:\:er III .1))Oth~l stC\t~ 

<:r :cn~lfJn cOllntry, .... ht~thel' c,11 J(';i ))y tbat. fliltl\t" 01' not, t'1l1~ 

~.o ltaOf;f(':t' to t.b' d011\1C11~illY ll'1.llC1.'ltOt in thi!:. HtClle ac.setF. 

... ·il.(IIH lh~ ,\t.cill"ri' :'e(,(:l'J(~r'~ control :)t.h("l' t.hat'. !>pCClill 

depGs~t!,;, <iim~r,l:-.h.~d :.nly by ".he t!xp~nSt's of t~lt~ ";lIcill,'I)·Y 

t'~(;elVet'~~lp, ~ht! cl,.ims f)~(;d in thl: ~ncll1~t'y re~eiVI;JKh1P. 

<"t,IH:l t~lan ~,PI:~:li\1 depot.~t. Cldl!ns ot f>(':r:lIn~d cJ")m~. ah,111 

• 
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be placed in the class of claims under section S07C.42, 

subsection 7. 

DONALD D. AVENSON 

Speaker of the House 

ROBERT T. ANDERSON 

President of the Senate 

I hereby certify that this bill originated in the House and 

IS known as House File 2501, Seventieth General Assembly . 

Approved 

TERRY E. BRANSTAD 

Governor 

JOSEPH O'HERN 

Chief Clerk of the House 
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