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S.F. H.F. 

1 Section 1. Section 521A.l, Code 1985, is amended by adding 

2 the following new subsection 4 and renumbering the subsequent 

3 subsections: 

4 NEW SUBSECTION. 4. "Domestic insurer" means an insurer 

5 organized or created under the laws of this state except an 

6 insurer excluded under subsection 6. 

7 Sec. 2. Section 521A.l, subsection 6, Code 1985, is 

8 amended to read as follows: 

9 6 7. A "person" is an individual, a corporation, a 

10 partnership, an association, a joint stock company, a trust, 

11 an unincorporated organization, any similar entity or any 

12 combination of the foregoing acting in concert, but s~a~~ does 

13 not include a~y-seettrities-breker-~errerming-~e-mere-t~a~-the 

14 tl~ttal-and-eMatemary-breker£s-fttnetien a joint venture 

15 partnership exclusively engaged in owning, managing, leasing, 

16 or developing real or tangible personal property. 

17 Sec. 3. Section 521A.2, subsection 1, paragraph h, Code 

18 1985, is amended to read as follows: 

19 h. Ownership and management of assets which the parent 

20 corporation could itself own and manage. However, the 

21 aggregate investment by the insurer and its subsidiaries 

22 acguired or organized pursuant to this paragraph shall not 

23 exceed the limitations applicable to the investments by the 

24 insurer. 

25 Sec. 4. Section 521A.2, subsection 3, paragraph a, 
26 unnumbered paragraph 1, Code 1985, is amended to read as 

27 follows: 

28 Invest, in common stock, preferred stock, debt obligations, 

29 and other securities of one or more subsidiaries, amounts 

30 which do not exceed fifty percent of the insurer's surplus as 

31 regards policyholders, pre~ided-t~at if after atteh the 

32 investments the insurer's surplus as regards policyholders 

33 will be reasonable in relation to the insurer's outstanding 

34 liabilities and adequate to its financial needs. In 

35 calculating the amount of stleh the investments, investments in 
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l domestic or foreign insurance subsidiaries shall be excluded 
2 and both of the following shall be included: 

3 Sec. 5. Section 521A.2, subsection 3, paragraph b, Code 

4 1985, is amended by striking the paragraph. 

5 Sec. 6. Section 521A.2, subsection 3, paragraph d, Code 

6 1985, is amended to read as follows: 

7 d. With the approval of the commissioner, invest any 

8 greater amount in common stock, preferred stock, debt 

9 

.$"~Y;1Q 

obligations, or other securities of one or more subsidiaries, 

p~OY~ded-enae. However, after s~en the investment the 

insurer's surplus as regards policyholders w~ll shall be 

reasonable in relation to the insurer's outstanding 

liabilities and adequate to its financial needs. 

• 

ll 
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26 

Sec. 7. Section 521A.2, subsection 3, paragraph e, Code 

1985, is amended by striking the paragraph. 

Sec. 8. Section 52lA.2, subsection 5, Code 1985, is 

amended to read as follows: 

5. QUALIFICATION OF INVESTMENT -- WHEN DETERMINED. 

Whether any investment pursuant to subsection 3 o£-en~s 

seeeion meets the applicable requirements enereo£ of the 

subsection is to be determined immediately-a£eer-stten 

~nvestment-~s-made,-tak~ng-~nte-aeeo~nt-tne-enen-o~tstand~ng 

pr~ne~pal-~alanee-on-a%1-p~evie~s-investments-in-de~t 

o~ligaeions,-and-ene-val~e-o£-a±±-previotts-inYesements-in 

eqtt~ey-seettr~e~es-as-of-tne-date-tney-were-made before the 

investment is made by calculating the applicable investment 

27 limitations as though the investment had already been made, 

28 taking into account the then outstanding principal balance on 

29 all previous investments in debt obligations, and the value of 

30 all previous investments in equity securities as of the day 

31 they were made, net of any return of capital invested, 

32 excluding dividends. 

33 Sec. 9. Section 521A.3, subsection l, unnumbered paragraph 

34 2, Code 1985, is amended to read as follows: 

35 For purposes of this section a domestic insurer shall 
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1 include any other person controlling a domestic insurer unless 

2 s~eh the other person is either directly or through its 

3 affiliates primarily engaged in business other than the 

4 business of insurance. However, for purposes of this section 

5 ''person'' does not include a securities broker holding, in the 

6 usual and customary broker's function, less than twenty 

7 percent of the voting securities of an insurance company or of 

8 a person which controls an insurance company. 

9 Sec. 10. Section 521A.3, subsection 2, paragraph b, Code 
10 1985, is amended to read as follows: 

ll b. The source, nature and amount of the consideration used 

12 or to be used in effecting the merger or other acquisition of 

13 control, a description of any transaction whe~eift in which 

14 funds were or are to be obtained for any such purpose 

15 including a pledge of the insurer's stock, or the stock of any 

16 of its subsidiaries or controlling affiliates, and the 

17 identity of persons furnishing saeh the consideration; 

18 provided,-however 7 -~ha~-where. However, if a source of saeh 

19 the consideration is a loan made in the lender's ordinary 
20 course of business, the identity of the lender shall remain 

21 confidential, if the person filing s~eh the statement so 

22 requests. 

23 Sec. 11. Section 521A.3, subsection 2, paragraph 1, 

24 unnumbered paragraph 1, Code 1985, is amended to read as 

25 follows: 

26 s~eh-addi~ional Additional information as the commissioner 

27 may by rule e~-~e~~la~ioft prescribe as necessary or 
28 appropriate for the protection of policyholders eftd 

29 see~~i~yhelde~s of the insurer or in the public interest. 
30 Sec. 12. Section 521A.4, subsection 1, Code 1985, is 

31 amended to read as follows: 

32 1. REGISTRATION. Every An insurer which is authorized to 

33 do business in this state and which is a member of an 

34 insurance holding company system shall register with the 

35 co~~issioner, except a foreign insurer subject to diseles~re 

-3-



~ l 

2 

3 
4 

5 

6 

S.F. H.F. ~ _3 C,o 

registration requirements and standards which are 

substantially similar to those contained in this section and 

section 521A.5, subsection 1, paragraph "a", and are adopted 

by statute or regulation in the jurisdiction of its domicile 

whieh-are-~ttb~ta~tia%%y-simi%ar-to-tho~e-eontained-in-thi~ 

~eetion. Any The insurer shall also file a copy of the 

7 summary of its registration statement as required by 

8 subsection 4 in each state in which that insurer is authorized 

9 to do business if requested to do so by the commissioner of 

10 that state. An insurer which is subject to registration under 

11 this section shall register within fifteen days after it 

12 becomes subject to registration and annually thereafter by 

13 March 31 of each year for the previous calendar year unless 

14 the commissioner for good cause shown extends the time for 

15 registration, and then within stteh the extended time. The 

16 commissioner may require any authorized insurer which is a 

17 member of a holding company system which is not subject to 

18 registration under this section to furnish a.copy of the 

19 registration statement or other information. filed by stteh the 

20 insurance company with the insurance regulatory authority of 

21 domiciliary 

22 Sec. 13. 

jurisdiction. 

Section 521A.4, subsection 2, paragraphs b and c, 

23 Code 1985, are amended to read as follows: 

24 b. The identity and relationship of every member of the 

25 insurance holding company system. 

26 c. The following agreements in force, relationships 

27 subsisting, and transactions currently outstanding or which 

28 have occurred during the last calendar year between stteh the 

29 insurer and its affiliates: 

30 (l) Loans, other investments, or purchases, salesL or 

31 exchanges of securities of the affiliates by the insurer or of 

32 the insurer by its affiliates. 

33 (2) Purchases, sales, or exchanges of assets. 

34 (3) Transactions not in the ordinary course of business. 

35 (4) Guarantees or undertakings for the benefit of an 
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1 affiliate which result in an actual contingent exposure of the 

2 insurer's assets to liability, other than insurance contracts 

3 entered into in the ordinary course of the insurer's business. 

4 (5) All management and service contracts and all cost-

S sharing arrangements, other than cost allocation arrangements 

6 based upon generally accepted accounting principles. 

7 (6) Reinsurance agreements eeve~ing-a±±-o~-~~~~eantia±±y 

8 a±±-oE-one-o~-mo~e-±ine~-or-in~~~anee-o£-the-eeding-eempany. 

9 (7) Dividends and other distributions to shareholders. 

10 Sec. 

ll amended 

14. Section 521A.4, subsection 2, Code 1985, is 

by adding the following new lettered paragraph d and 

12 relettering the subsequent 

13 NEW LETTERED PARAGRAPH. 

paragraph: 

d. A pledge of the insurer's 

14 stock, including stock of a subsidiary or controlling 

15 affiliate, for a loan made to a member of the insurance 

16 holding company system. 

17 Sec. 15. Section 521A.4, subsection 3, Code 1985, is 

18 amended to read as follows: 

19 3. MATERIALITY. No-info~mation Information need not be 

20 disclosed on the registration statement filed pursuant to 

21 subsection 2 o£-thi~-~eetion if ~~eh the information is not 

22 material for the purposes of this section. Unless the 

23 commissioner by rule,-~ega±aeion or order provides otherwise, 

24 sales, purchases, exchanges, loans or extensions of credit, or 

25 investments, or guarantees involving one-half of one percent 

26 or less of an insurer's admitted assets as of the thi~ty-fi~~t 

27 day-o£-eeeembe~ next preceding ~ha±± December 31 are not be 

28 deemed material for purposes of this section. 

29 Sec. 16. Section 521A.4, subsection 4, Code 1985, is 

30 amended by striking the subsection and inserting in lieu 

31 thereof the following: 

32 4. SUMMARY OF REGISTRATION STATEMENT. All registration 

33 statements shall contain a summary outlining all items in the 

34 current registration statement representing changes from the 

35 next preceding registration statement. 
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Sec. 17. Section 521A.4, Code 1985, is amended by adding 

the following new subsection 5 and renumbering the subsequent 

subsections: 

NEW SUBSECTION. 5. INFORMATION OF INSURERS. Any person 

within an insurance holding company system subject to 

registration is required to provide complete and accurate 

information to an insurer if the information is reasonably 

necessary to enable the insurer to comply with this chapter. 

9 Sec. 18. Section 521A.4, subsection 10, Code 1985, is 

10 amended to read as follows: 

11 

12 

13 

14 

15 

16 

l7 

18 

19 

20 

21 

22 

23 

24 

25 
26 

27 

28 

29 

30 

31 

10. VIOLATIONS. The failure to file a registration 

statement or eny-em~ndm~nt-the~~to a summary of the 

registration statement required by this section within the 

time specified for ~tte" the filing she%%-oe is a violation of 

this section. 
Sec. 19. Section 521A.5, subsection 1, Code 1985, is 

amended by striking the subsection and inserting in lieu 

thereof the following: 

1. TRANSACTIONS WITHIN A HOLDING COMPANY SYSTEM AFFECTING 

DOMESTIC INSURERS. 

a. Material transactions by registered insurers with their 

affiliates are subject to the following standards: 

(l) The terms shall be fair and reasonable. 

(2) Charges or fees for services performed shall be 

reasonable. 
(3) Expenses incurred and payment received shall be 

allocated .to the insurer in conformity with customary and 

consistently applied insurance accounting practices. 

(4) The books, accounts, and records of each party shall 

be so maintained as to clearly and accurately disclose the 

precise nature and details of the transactions. 

32 

33 

(5) After any dividends or distributions to shareholder 

affiliates, the insurer's surplus as regards policyholders 
34 shall be reasonable in relation to the insurer's outstanding 

35 liabilities and adequate to its financial needs. 
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l b. A domestic insurer and a 

2 system shall not enter into any 

person in its holding company 

of the following transactions 

( 1 ) 

( 2) 

( 3) 

( 4 ) 

( 5 ) 

( 6 ) 

( 7) 

26 c. 

27 system 

Sales. 

Purchases. 

Exchanges. 

Loans or extensions of credit. 

Guarantees. 

Investments. 

Loans or extensions of credit 

A domestic insurer and a person 

shall not enter into any of the 

in its holding company 

following transactions, 

28 unless the domestic insurer notifies the co~~issioner in 

29 writing of its intention to enter into the transaction at 

30 least thirty days prior to entering into the transaction or 

31 within a shorter time permitted by the commissioner and the 

32 commissioner has not disapproved of the transaction within the 

33 time period: 

34 (1) All reinsurance agreements which in the aggregate will 

35 or may require as consideration the net transfer of assets to 

-7-
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or by the domestic insurer in an.amount, as of the next 

preceding December 31, exceeding twenty-five percent of 

statutory surplus. 

(2) Any material transactions specified by rule which the 

commissioner determines may adversely affect the interests of 

the domestic insurer's policyholders. 

d. This subsection does not authorize or permit any 

transactions which in the case of an insurer would be 

9 otherwise contrary to law. 

10 e. A domestic insurer shall not enter into transactions 

11 which are part of a plan or series of like transactions with a 

12 person or persons within the holding company system if the 

13 purpose of those separate transactions is to avoid the 

14 statutory threshold amount and thus avoid the review that 

15 would occur otherwise. If the commissioner determines that 

16 such separate transactions were entered into over a twelve-

17 month period for that purpose, the commissioner may exercise 

18 the authority under section 521A.l0. 

19 f. The commissioner, in reviewing transactions pursuant to 

20 paragraphs ''b" and "c", shall consider whether the 

21 transactions comply with the standards set forth in paragraph 
22 "a ... 

23 g. A domestic insurer shall notify the commissioner within 

24 thirty days of an investment of the insurer in a corporation 

25 if the total investment in the corporation by the insurance 

26 holding company system exceeds ten percent of the 

27 corporation's voting securities. 

28 Sec. 20. Section 521A.5, subsection 3, unnumbered 

29 paragraphs l and 2, Code 1985, are amended to read as follows: 

30 No A domestic insurer 

31 521A.4 shall not pay any 

subject to registration under section 

extraordinary dividend or make any 

32 other extraordinary distribution to its shareholders until 

33 either thirty days after the commissioner has received notice 

34 of the declaration t"e~eor of the payment and has not within 

35 ~~eh the period disapproved ~~e" the payment, or the 

-8-
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l commissioner shall have approved ~tleh the payment within ~aeh 

2 the thirty-day period. 

3 For purposes of this section, an extraordinary dividend or 

4 distribution includes any dividend or distribution of cash or 

5 other property7 whose fair market value together with that of 

6 other dividends or distributions made within the preceding 

7 twelve months exceeds the greater of either ten percent of 

8 ~ueh the insurer's surplus as regards policyholders as of the 

9 thi~ty-fi~~t-day-of-Beeember next preceding December 31, or 

10 the net gain from operations of ~tleh the insurer 7 if ~tleh the 

ll insurer is a life insurer~ or the net investment income if 

12 ~ueh the insurer is not a life insurer, for the twelve-month 

13 period ending the thirty-fir~t-day-of-Beeembe~ next preceding 

14 December 31, but shall not include pro rata distributions of 

15 any class of the insurer's own securities. In determining 

16 whether a dividend or distribution is extraordinary, an 

17 insurer may carry forward income or gain from operations from 

18 the previous two calendar years that has not already been 2aid 

19 out as dividends. 

20 Sec. 21. Section 521A.6, subsection l, Code 1985, is 

21 amended to read as follows: 

22 1. POWER OF COMMISSIONER. Subject to the limitation 

23 contained in this section and in addition to the powers which 

24 the commissioner has under chapter 507 relating to the 

25 examination of insurers, the commissioner ~hall may also have 

26 the-powe~-to order a"y ~ insurer registered under section 

27 521A.4 to produce ~aeh records, books, or other information 

28 papers 1n the possession of the insurer or its affiliates as 

29 ~hall-be reasonably necessary to ascertain the financial 

30 condition or-legaiity-of-eo"dtlet of ~tleh the insurer or to 

31 determine com2liance with this cha2ter. f"-the-eve"t-~aeh I~ 

32 the insurer fails to comply with ~aeh the order, the 

33 commissioner ~hall-have-the-power-to may examine ~tleh the 

34 affiliates to obtain ~aeh the information. 

35 Sec. 22. Section 521A.6, subsection 2, Code 1985, is 

-9-
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l amended by striking the subsection. 
2 Sec. 23. Section 521A.l0, Code 1985, is amended by 

3 striking the section and inserting in lieu thereof the 
4 following: 

5 521A.l0 SANCTIONS AND PENALTIES. 

6 1. If the commissioner finds after notice and hearing that 

7 a person subject to registration under section 521A.4 failed 

8 without just cause to file a registration statement as 

9 required in this chapter, the person shall be required to pay 
10 a penalty of one thousand dollars for each day's delay. The 

ll penalty shall be recovered by the commissioner and paid into 

12 the state general fund. The maximum penalty under this 

13 section is ten thousand dollars. The commissioner may reduce 

14 the penalty if the person demonstrates that the imposition of 

15 the penalty would constitute a financial hardship to the 

16 person. 

17 2. If it appears to the commissioner that an insurer 

18 subject to this chapter has engaged in a transaction or 

19 entered into a contract which is subject to 521A.5 and which 

20 would not have been approved had approval been requested, the 

21 commissioner may order the insurer to immediately cease and 

22 desist any further activity under that transaction or 

23 contract. After notice and hearing, the commissioner may also 

24 order the insurer to void any contracts and restore the status 

25 quo if the commissioner finds that action lS in the best 

26 interest of the policyholders, creditors, or the public. 

27 3. If it appears to the commissioner that an insurer or a 
28 director, officer, agent, or employee of an insurer has 

29 ccmmltted a willful violation of this chapter, the 

30 commissioner may institute criminal proceedings against the 

31 insurer or the responsible director, officer, agent, or 

32 employee in the district court for the county in which the 

33 principal office of the insurer is located, or if the insurer 

34 has no office in this state, then in the district court for 

35 Polk county. An insurer or individual who willfully violates 

-10-
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1 this chapter is guilty of a class ''D" felony. 

2 Sec. 24. NEW SECTION. 521A.llA RECOVERY. 

3 1. Subject to subsections 2 through 4, if an order for 

4 liquidation, conservation, or rehabilitation of a domestic 

5 insurer has been entered, the receiver appointed under the 

6 order may recover on behalf of the insurer either of the 

7 following if made within one year preceding the filing of the 

8 petition for liquidation, conservation, or rehabilitation: 

9 a. From a parent corporation, holding company, affiliate, 

10 or other person who otherwise controlled the insurer, the 

11 amount of distributions, other than distributions of shares of 

12 the same class of stock, paid by the insurer on its capital 

13 stock. 

14 b. Any payment in the form of a bonus, termination 

15 settlement, or extraordinary lump sum salary adjustment made 

16 by the insurer or a subsidiary of the insurer to a director, 

17 officer, agent, or employee. 

18 2. A distribution is not recoverable if the parent holding 

19 company, affiliate, or other person shows that when the 

20 distribution was paid it was lawful and reasonable, and that 

21 the insurer did not know and could not reasonably have known 

22 that the distribution might adversely affect the ability of 

23 the insurer to fulfill its contractual obligations. 

24 3. A parent corporation, holding company, affiliate, or 

25 other person who otherwise controlled the insurer or affiliate 

26 at the time the distributions were paid is liable only up to 

27 the amount of distributions or payments under subsection 1 

28 that the person received. A person who otherwise controlled 

29 the insurer at the time the distributions were declared is 

30 liable only up to the amount of distributions the person would 

31 have received if the person had been paid immediately. :f two 

32 or more persons are liable with respect to the same 

33 distributions, each shall be separately liable for their 

34 distributive share. 

35 4. The maximum amount recoverable under this subsection 

-11-
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1 shall be the amount needed in excess of all other availab1e 

2 assets of the impaired or insolvent insurer to pay the 

3 contractual obligations of the impaired or insolvent insurer 

4 and to reimburse any guaranty funds. 

5 5. To the extent that a person liable under subsection 3 

6 is insolvent or otherwise fails to pay claims due from the 

7 person pursuant to this section, the person's parent 

8 corporation, holding company, affiliate, or other person who 

9 otherwise controlled it at the time the distribution was paid, 

10 is separately liable for the share of any resulting deficiency 

ll in the amount recovered from the parent corporation, holding 

12 company, affiliate, or other person who otherwise controlled 

13 it. 

14 EXPLANATION 

15 This bill makes several amendments to chapter 521A relating 

16 to the regulation of insurance holding company systems. These 

17 amendments relate to the permissible investments of a holding 

18 company and various financial transactions of the holding 

19 company and the insurance company. A company must receive 

20 approval from the department of insurance before making 

21 certain types of investments or transfers. Penalties are 

22 provided for the failure to comply with the requirements of 

23 the chapter. 

24 The amendments are based on amendments by the national 

25 association of insurance commissioners. 

26 The bill requires an opportunity for approval or 

27 disapproval by the commissioner of insurance of certain sales, 

28 purchases, exchanges, loans or extensions of credit or 

29 investments between a domestic insurer and an affiliate of an 

30 insurer. 

31 

32 

33 

34 

35 
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1 Section 1. Section 521A.l, Code 1985, is amended by adding 

2 the following new subsection 4 and renumbering the subsequent 

3 subsections: 
4 NEW SUBSECTION. 4. "Domestic insurer" means an insurer 

5 organized or created under the laws of this state except an 

6 insurer excluded under subsection 6. 

7 Sec. 2. Section 521A.l, subsection 6, Code 1985, is 

8 amended to read as follows: 

9 6 7. A ''person" is an individual, a corporation, a 

10 partnership, an association, a joint stock company, a trust, 

ll an unincorporated organization, any similar entity or any 

12 combination of the foregoing acting in concert, but ~haii does 

13 not include any-~ee~~~eie~-b~oker-~e~form~ng-no-mo~e-than-the 

14 M~aal-and-ea~toma~y-brokerL~-fMnetion a joint venture 

15 partnership exclusively engaged in owning, managing, leasing, 

16 or developing real or tangible personal property. 

17 Sec. 3. Section 521A.2, subsection 1, paragraph h, Code 

18 1985, is amended to read as follows: 

19 h. Ownership and management of assets which the parent 

20 corporation could itself own and manage. However, the 

21 aggregate investment by the insurer and its subsidiaries 

22 acquired or organized pursuant to this paragraph shall not 

23 exceed the limitations applicable to the investments by the 

24 insurer. 

25 Sec. 4. Section 521A.2, subsection 3, paragraph a, 

26 unnumbered paragraph 1, Code 1985, is amended to read as 
27 follows: 

28 Invest, in common stock, preferred stock, debt obligations, 

29 and other securities of one or more subsidiaries, amounts 

30 which do not exceed fifty percent of the insurer's surplus as 

31 regards policyholders, ~~ovided-that if after ~aeh the 

32 investments the insurer's surplus as regards policyholders 

33 will be reasonable in relation to the insurer's outstanding 

34 liabilities and adequate to its financial needs. In 

35 calculating the amount of saeh the investments, investments in 

-1-
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l domestic or foreign insurance subsidiaries shall be excluded 

2 and both of the following shall be included: 

3 Sec. 5. Section 

4 1985, is amended by 
521A.2, subsection 3, paragraph b, Code 
striking the paragraph. 

5 Sec. 6. Section 521A.2, subsection 3, paragraph d, Code 

6 1985, is amended to read as follows: 

7 d. With the approval of the commissioner, invest any 

8 greater amount in common stock, preferred stock, debt 

9 obligations, or other securities of one or more subsidiaries; 

10 provided-that than permitted pursuant to paragraphs "a", "b", 

11 and "c". However, after slleh the investment the insurer's 
12 surplus as regards policyholders wi±± shall be reasonable in 

13 relation to the insurer's outstanding liabilities and adequate 

14 to its financial needs. 

15 Sec. 7. Section 521A.2, subsection 3, paragraph e, Code 

16 1985, is amended by striking the paragraph. 

17 Sec. 8. Section 521A.2, subsection 5, Code 1985, is 

18 amended to read as follows: 

19 5. QUALIFICATION OF INVESTMENT -- WHEN DETERMINED. 
20 Whether any investment pursuant to subsection 3 of-this 

21 seetien meets the applicable requirements thereof of the 

22 subsection is to be determined iiMiediateiy-after-st:teh 

23 investment-is-made,-takin~-inte-aeeottnt-the-then-otttstand±ng 

24 prineipa±-ba±anee-en-ai±-previotte-investments-in-debt 

25 ob±i~ations,-and-the-va±tte-of-a±±-previol!s-investments-in 

26 eqt:tity-seettrities-as-ef-the-date-they-were-made before the 

27 investment is made by calculating the applicable investment 

28 limitations as though the investment had already been made, 

29 taking into account the then outstanding principal balance on 
30 all previous investments in debt obligations, and the value of 

31 all previous investments in equity securities as of the day 

32 they were made, net of any return of capital invested, 

33 excluding dividends. 

34 Sec. 9. Section 521A.3, subsection 1, unnumbered paras~aph 

35 2, Code 1985, is amended to read as follows: 
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1 For purposes of this section a domestic insurer shall 

2 include any other person controlling a domestic insurer unless 

3 ~tt~n the other person is either directly or through its 

4 affiliates primarily engaged in business other than the 

5 business of insurance. However, for purposes of this section 

6 "person'' does not include a securities broker holding, in the 

7 usual and customary broker's function, less than twenty 

8 percent of the voting securities of an insurance company or of 

9 a person which controls an insurance company. 

10 Sec. 10. Section 521A.3, subsection 2, paragraph b, Code 

11 1985, is amended to read as follows: 

12 b. The source, nature and amount of the consideration used 

13 or to be used in effecting the merger or other acquisition of 

14 control, a description of any transaction whe~e~n in which 

15 funds were or are to be obtained for any such purpose 

16 including a pledge of the insurer's stock, or the stock of any 

17 of its subsidiaries or controlling affiliates, and the 

18 identity of persons furnishing ~~en the consideration, 

19 p~ovided 7 -howeve~ 7 -that-where. However, if a source of ~~~n 

20 the consideration is a loan made in the lender's ordinary 

21 course of business, the identity of the lender shall remain 

22 confidential, if the person filing stteh the statement so 

23 requests. 

24 Sec. 11. Section 521A.3, subsection 2, paragraph 1, 

25 unnumbered paragraph 1, Code 1985, is amended to read as 

26 follows: 

27 Stlen-additione~ Additional information as the commissioner 

28 may by rule or-~eq~~etion prescribe as necessary or 

29 appropriate for the protection of policyholders and 

30 see~~ityhotder~ of the insurer or in the public interest. 

31 Sec. 12. Section 521A.4, subsection l, Code 1985, is 

32 amended to read as follows: 

33 1. REGISTRATION. Every An insurer which is authorized to 

34 do business in this state and which is a member of an 

35 insurance holding company system shall register with the 
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l commissioner, except a foreign insurer subject to e~selos~~e 
2 registration requirements and standards which are 

3 substantially similar to those contained in this section and 

4 section 521A.5, subsection 1, paragraph "a", and are adopted 

5 by statute or regulation in the jurisdiction of its domicile 

6 wh~eh-are-s~estant~aliy-s~m~lar-to-those-eonta~ned-~n-this 

7 seetion. Any The insurer shall also file a copy of the 

8 summary of its registration statement as required by 

9 subsection 4 in each state in which that insurer is authorized 

10 to do business if reguested to do so by the commissioner of 

11 that state. An insurer which is subject to registration under 

12 this section shall register within fifteen days after it 

13 becomes subject to registration and annually thereafter by 
14 March 31 of each year for the previous calendar year unless 

15 the commissioner for good cause shown extends the time for 

16 registration, and then within s~eh the extended time. The 

17 commissioner may require any authorized insurer which is a 

18 member of a holding company system which is not subject to 

19 registration under this section to furnish a copy of the 

20 registration statement or other information filed by Stleh the 

5.· -~'21 insurance company with the insurance regulatory authority of 

22 domiciliary 

2 3 Sec. 13. 

jurisdiction. 

Section 521A.4, subsection 2, paragraphs b and c, 
24 Code 1985, are amended to read as follows: 

25 b. The identity and relationship of every member of the 

26 insurance holding company system. 

27 c. The following agreements in force, relationships 

28 subsisting, and transactions currently outstanding or which 

29 have occurred during the last calendar year between sueh the 

30 insurer and its affiliates: 

31 (1) Loans, other investments, or purchases, salesL or 

32 exchanges of securities of the affiliates by the insurer or of 

33 the insurer by its affiliates. 

34 (2) Purchases, sales, or exchanges of assets. 

35 (3) Transactions not in the ordinary course of busi~ess. 
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1 (4) Guarantees or undertakings for the benefit of an 

2 affiliate which result in an actual contingent exposure of the 

3 insurer's assets to liability, other than insurance contracts 

4 entered into in the ordinary course of the insurer's business. 

5 (5) All management and service contracts and all cost-

6 sharing arrangements, other than cost allocation arrangements 

7 based upon generally accepted accounting principles. 

8 (6) Reinsurance agreements eover~~g-att-or-eabstant~atty 

9 att-o£-o~e-er-more-tinee-e£-ine~ranee-of-t~e-eed~ng-eompany. 

10 (7) Dividends and other distributions to shareholders. 

11 Sec. 14. Section 521A.4, subsection 2, Code 1985, is 

12 amended by adding the following new lettered paragraph d and 

13 relettering the subsequent paragraph: 

14 NEW LETTERED PARAGRAPH. d. A pledge of the insurer's 

15 stock, including stock of a subsidiary or controlling 

16 affiliate, for a loan made to a member of the insurance 

17 holding company system. 

18 Sec. 15. Section 521A.4, subsection 3, Code 1985, is 

19 amended to read as follows: 

20 3. MATERIALITY. Ne-~nformation Information need not be 

21 disclosed on the registration statement filed pursuant to 

22 subsection 2 of-th~s-eeet~on if stteh the information is not 

23 material for the purposes of this section. Unless the 

24 commissioner by rule,-regatation or order provides otherwise, 

25 sales, purchases, exchanges, loans or extensions of credit, or 

26 investments, or guarantees involving one-half of one percent 

27 or less of an insurer's admitted assets as of the thirty-first 

28 day-of-eeeember next preceding shatt December 31 are not be 

29 deemed material for purposes of this section. 

30 Sec. 16. Section 521A.4, subsection 4, Code 1985, is 

31 amended by striking the subsection and inserting in lieu 

32 thereof the following: 

33 4. SUMMARY OF REGISTRATION STATEMENT. All registration 

34 statements shall contain a summary outlining all items in the 

35 current registration statement representing changes from the 
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l next preceding registration statement. 

2 Sec. 17. Section 521A.4, Code 1985, is amended by adding 

3 the following new subsection 5 and renumbering the subsequent 

4 subsections: 

5 NEW SUBSECTION. 5. INFORMATION OF INSURERS. Any person 

6 within an insurance holding company system subject to 

7 registration is required to provide complete and accurate 

8 information to an insurer if the information is reasonably 

9 necessary to enable the insurer to comply with this chapter. 

10 Sec. 18. Section 521A.4, subsection 10, Code 1985, is 

11 amended to read as follows: 

12 10. VIOLATIONS. The failure to file a registration 

13 statement or afty-amendmeftt-the~eto a summary of the 

14 registration statement required by this section within the 

15 time specified for Stleh the filing ~hai%-be is a violation of 

16 this section. 

17 Sec. 19. Section 521A.5, subsection 1, Code 1985, is 

18 amended by striking the subsection and inserting in lieu 

19 thereof the following: 

20 1. TRANSACTIONS WITHIN A HOLDING COMPANY SYSTEM AFFECTING 

21 DOMESTIC INSURERS. 

22 a. Material transactions by registered insurers with their 

23 affiliates are subject to the following standards: 

24 (1) The terms shall be fair and reasonable. 

25 (2) Charges or fees for services performed shall be 

26 reasonable. 

27 (3) Expenses incurred and payment received shall be 

28 allocated to the insurer in conformity with customary and 

29 consistently applied insurance accounting practices. 

30 (4) The books, accounts, and records of each party shall 

31 be so maintained as to clearly and accurately disclose the 

32 precise nature and details of the transactions. 

33 (5) After any dividends or distributions to shareholder 

34 affiliaces, the insurer's surplus as regards policyholders 

35 shall be reasonable in relation to the insurer's outstanjing 
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1 liabilities and adequate to its financial needs. 

2 b. A domestic insurer and a person in its holding company 

3 system shall not enter into any of the following transactions 

4 between each other involving amounts equal to or exceeding the 

5 greater of five percent of the insurer's admitted assets or 

6 twenty-five percent of the surplus as regards policyholders as 

7 of the next preceding December 31, unless the domestic insurer 

8 notifies the commissioner in writing of its intention to enter 

9 into the transaction at least thirty days prior to entering 

10 into the transaction or within a shorter time permitted by the 

11 commissioner and the commissioner has not disapproved of the 

12 transaction within the time period: 

13 ( 1) Sales. 

14 ( 2) Purchases. 

15 ( 3) Exchanges. 

16 ( 4) Loans or extensions of credit. 

l7 ( 5) Guarantees. 

18 ( 6 ) Investments. 

19 ( 7 ) Loans or extensions of credit to a person who is not 

20 an affiliate, if the domestic insurer makes the loans or 

21 extensions of credit with the agreement or understanding that 

22 the proceeds of the transactions, in whole or in substantial 

23 part, are to be used to make loans or extensions of credit to, 

24 to purchase assets of, or to make investments in, an affiliate 

25 of the domestic insurer making the loans or extensions of 

26 credit. 

27 c. 

28 system 

A domestic insurer and a person in its holding company 

shall not enter into any of the following transactions, 

29 unless the domestic insurer notifies the commissioner in 

30 writing of its intention to enter into the transaction at 

31 least thirty days prior to entering into the transaction or 

32 within a shorter time permitted by the commissioner and the 

33 commissioner has not disapproved of the transaction within the 

34 time period: 

35 (1) All reinsurance agreements which in the aggregate will 
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1 or may require as consideration the net transfer of assets to 

2 or by the domestic insurer in an amount, as of the next 

3 preceding December 31, exceeding twenty-five percent of 

4 statutory surplus. 

5 (2) Any material transactions specified by rule which the 

6 commissioner determines may adversely affect the interests of 

7 the domestic insurer's policyholders. 

8 d. This subsection does not authorize or permit any 

9 transactions which in the case of an insurer would be 

10 otherwise contrary to law. 

11 e. A domestic insurer shall not enter into transactions 

12 which are part of a plan or series of like transactions with a 

13 person or persons within the holding company system if the 

14 purpose of those separate transactions is to avoid the 

15 statutory threshold amount and thus avoid the review that 

16 would occur otherwise. If the commissioner determines that 

17 such separate transactions were entered into over a twelve-

18 month period for that purpose, the commissioner may exercise 

19 the authority under section 521A.l0. 

20 f. The commissioner, in reviewing transactions pursuant to 

21 paragraphs "b" and "c", shall consider whether the 

22 transactions comply with the standards set forth in paragraph 

23 "a". 

24 g. A domestic insurer shall notify the commissioner within 

25 thirty days of an investment of the insurer in a corporation 

26 if the total investment in the corporation by the insurance 

27 holding company system exceeds ten percent of the 

28 corporation's voting securities. 

29 Sec. 20. Section 521A.5, subsection 3, unnumbered 

30 paragraphs 1 and 2, Code 1985, are amended to read as follows: 

31 He A domestic insurer 

32 521A.4 shall not pay any 

subject to registration under section 

extraordinary dividend or make any 

33 other extraordinary distribution to its shareholders until 

34 either th:rty days after the commissioner has received notice 

35 of. the declaration ~l'le1:'eof Qi__~h~pa_yment and has not within 
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1 s~eh the period disapproved s~eh the payment, or the 

2 commissioner shall have approved s~eh the payment within s~eh 

3 the thirty-day period. 

4 For purposes of this section, an extraordinary dividend or 

5 distribution includes any dividend or distribution of cash or 

6 other property, whose fair market value together with that of 

7 other dividends or distributions made within the preceding 

8 twelve months exceeds the greater of either ten percent of 

9 s~eh the insurer's surplus as regards policyholders as of the 

10 th±~ty-first-day-of-Beeembe~ next preceding December 31, or 

11 the net gain from operations of s~eh the insurer, if s~eh the 

12 insurer is a life insurer~ or the net investment income if 

13 s~eh the insurer is not a life insurer, for the twelve-month 

14 period ending the th±rty-first-day-of-eeeember next preceding 

15 December 31, but shall not include pro rata distributions of 

16 any class of the insurer's own securities. In determining 

17 whether a dividend or distribution is extraordinary, an 

18 insurer may carry forward income or gain from operations from 

19 the previous two calendar years that has not already been paid 

20 out as dividends. 

21 Sec. 21. Section 521A.6, subsection 1, Code 1985, is 

22 amended to read as follows: 

23 l. POWER OF COMMISSIONER. Subject to the limitation 

24 contained in this section and in addition to the powers which 

25 the commissioner has under chapter 507 relating to the 

26 examination of insurers, the commissioner shall may also have 

27 the-powe~-to order any an insurer registered under section 

28 521A.4 to produce saeh records, books, or other information 

29 papers in the possession of the insurer or its affiliates as 

30 shall-be reasonably necessary to ascertain the financial 

31 condition or-iega±±ty-of-eond~et of stteh the insurer or to 

32 determine compliance with this chapter. fn-the-event-s~eh If 

33 the insurer fails to comply with s~eh the order, the 

34 commissioner shall-have-the-power-to may examine s~eh the 

35 affiliates to obtain s~eh the information. 
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1 Sec. 22. Section 521A.6, subsection 2, Code 1985, is 
2 amended by striking the subsection. 

3 Sec. 23. Section 521A.l0, Code 1985, is amended by 

4 striking the section and inserting in lieu thereof the 

5 following: 

6 521A.l0 SANCTIONS AND PENALTIES. 

7 1. If the commissioner finds after notice and hearing that 

8 a person subject to registration under section 521A.4 failed 

9 without just cause to file a registration statement as 

10 required in this chapter, the person shall be required to pay 

11 a penalty of one thousand dollars for each day's delay. The 

12 penalty shall be recovered by the commissioner and paid into 

13 the state general fund. The maximum penalty under this 

14 section is ten thousand dollars. The commissioner may reduce 

15 the penalty if the person demonstrates that the imposition of 

16 the penalty would constitute a financial hardship to the 

17 person. 

18 2. If it appears to the commissioner that an insurer 

19 subject to this chapter has engaged in a transaction or 
20 entered into a contract which is subject to 521A.5 and which 

21 would not have been approved had approval been requested, the 

22 commissioner may order the insurer to immediately cease and 

23 desist any further activity under that transaction or 

24 contract. After notice and hearing, the commissioner may also 

25 order the insurer to void any contracts and restore the status 

26 quo if the commissioner finds that action is in the best 

27 interest of the policyholders, creditors, or the public. 

28 3. If it appears to the commissioner that an insurer or a 

29 director, officer, agent, or employee of an insurer has 

30 committed a willful violation of this chapter, the 

31 commissioner may institute criminal proceedings against the 

32 insurer or the responsible director, officer, agent, or 

33 employee in the district court for the county in which the 

34 principal office of the insurer is located, or if the insurer 

35 has ~G office in this state, then in the district court for 
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1 Polk county. An insurer or individual who willfully violates 

2 this chapter is guilty of a class "D'' felony. 

3 Sec. 24. NEW SECTION. 52lA.llA RECOVERY. 

4 1. Subject to subsections 2 through 4, if an order for 

5 liquidation, conservation, or rehabilitation of a domestic 

6 insurer has been entered, the receiver appointed under the 

7 order may recover on behalf of the insurer either of the 

8 following if made within one year preceding the filing of the 

9 petition for liquidation, conservation, or rehabilitation: 

10 a. From a parent corporation, holding company, affiliate, 

ll or other person who otherwise controlled the insurer, the 

12 amount of distributions, other than distributions of shares 

13 the same class of stock, paid by the insurer on its capital 

14 stock. 

15 b. Any payment in the form of a bonus, termination 

16 settlement, or extraordinary lump sum salary adjustment made 

17 by the insurer or a subsidiary of the insurer to a director, 

18 officer, agent, or employee. 

of 

19 2. A distribution is not recoverable if the parent holding 

20 company, affiliate, or other person shows that when the 

21 distribution was paid it was lawful and reasonable, and that 

22 the insurer did not know and could not reasonably have known 

23 that the distribution might adversely affect the ability of 

24 the insurer to fulfill its contractual obligations. 

25 3. A parent corporation, holding company, affiliate, or 

26 other person who otherwise controlled the insurer or affiliate 

27 at the time the distributions were paid is liable only up to 

28 the amount of distributions or payments under subsection 1 

29 that the person received. A person who otherwise controlled 

30 the insurer at the time the distributions were declared is 

31 liable only up to the amount of distributions the person would 

32 have received if the person had been paid immediately. If two 

33 or more persons are liable with respect to the same 

34 distributions, each shall be separately liable for their 

35 distributive share. 

• 
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1 4. The maximum amount recoverable under this subsection 

2 shall be the amount needed in excess of all other available 

3 assets of the impaired or insolvent insurer to pay the 
4 contractual obligations of the impaired or insolvent insurer 

5 and to reimburse any guaranty funds. 

6 5. To the extent that a person liable under subsection 3 

7 is insolvent or otherwise fails to pay claims due from the 

8 person pursuant to this section, the person's parent 

9 corporation, holding company, affiliate, or other person who 

10 otherwise controlled it at the time the distribution was paid, 

-f>>·ll is separately liable for the share of any resulting deficiency 

12 in the amount recovered from the parent corporation, holding 

13 company, affiliate, or other person who otherwise controlled 

14 it. 
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1 Section l. Section 521A.l, Code 1985, is amended by adding 
2 the following new subsection 4 and renumbering the subsequent 

3 subsections: 
4 NEW SUBSECTION. 4. "Domestic insurer" means an insurer 

5 organized or created under the laws of this state except an 

6 insurer excluded under subsection 6. 

7 Sec. 2. Section 521A.l, subsection 6, Code 1985, is 

8 amended to read as follows: 

9 6 7. A "person" is an individual, a corporation, a 

10 partnership, an association, a joint stock company, a trust, 

11 an unincorporated organization, any similar entity or any 
12 combination of the foregoing acting in concert, but she%% does 

13 not include any-secttrities-breker-per£ermin~-no-mere-than-the 
14 ~stta%-and-cttstemary-breker~s-£ttnetien a joint venture 

15 partnership exclusively engaged in owning, managing, leasing, 

16 or developing real or tangible personal property. 

17 Sec. 3. Section 521A.2, subsection 1, paragraph h, Code 

18 1985, is amended to read as follows: 

19 h. Ownership and management of assets which the parent 

20 corporation could itself own and manage. However, the 

21 aggregate investment by the insurer and its subsidiaries 
22 acquired or organized pursuant to this paragraph shall not 

23 exceed the limitations applicable to the investments by the 
24 insurer. 

25 Sec. 4. 

26 unnumbered 

27 follows: 

Section 521A.2, subsection 3, paragraph a, 
paragraph 1, Code 1985, is amended to read as 

28 Invest, in common stock, preferred stock, debt obligations, 

29 and other securities of one or more subsidiaries, amounts 
~0 which do not exceed fifty percent of ~he insurer's surplus as 

31 regards policyholders, ~re•ided-that if after s~ch the 
32 investments the insurer's surplus as regards policyholders 

33 will be reasonable in relation to the insurer's outstanding 

34 liabilities and adequate to its financial needs. In 

35 calculating the amount of s~ch the investments, investments in 
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foreign insurance subsidiaries shall be excluded 
the following shall be included: 

3 Sec. 5. Section 521A.2, subsection 3, paragraph b, Code 
4 1985, is amended by striking the paragraph. 
5 Sec. 6. Section 521A.2, subsection 3, paragraph d, Code 
6 1985, is amended to read as follows: 

7 d. With the approval of the commissioner, invest any 
8 greater amount in common stock, preferred stock, debt 

9 obligations, or other securities of one or more subsidiaries, 

10 ~rov±ded-that. However, after s~eh the investment the 

11 insurer's surplus as regards policyholders wi%% shall be 
12 reasonable in relation to the insurer's outstanding 

13 liabilities and adequate to its financial needs. 
14 Sec. 7. Section 521A.2, subsection 3, paragraph e, Code 
15 1985, is amended by striking the paragraph. 

•

16 Sec. 8. Section 521A.2, subsection 5, Code 1985, is 

17 amended to read as follows: 
18 5. QUALIFICATION OF INVESTMENT -- WHEN DETERMINED. 

19 Whether any investment pursuant to subsection 3 of-this 
20 seet±on meets the applicable requirements thereof of the 

21 subsection is to be determined immediateiy-after-s~eh 
22 investment-is-made,-tak±ng-±nto-aeeo~nt-the-then-oatstanding 

23 ~rineipa%-ba%anee-on-a%i-~rev±o~s-±nvestments-in-debt 
24 ob%i~ations7-and-the-va%ae-of-a%%-~rev±o~s-investments-in 
25 ~ity-seearities-as-of-the-date-they-were-made before the 
26 investment is made by calculating the applicable investment 

27 limitations as though the investment had already been made, 
28 taking into account the then outstanding principal balance on 
29 all previous investments in debt obligations, and the value of 

JO all previous investments in equity securities as of the day 

31 they were made, net of any return of capital invested, 
-32 excluding dividends. 

~33 Sec. 9. Section 521A.3, subsection 1, unnumbered paragraph 
34 2, Code 1985, is amended to read as follows: 
35 For purposes of this section a domestic insurer shall 
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1 include any other person controlling a domestic insurer unless 
2 ~~eh the other person is either directly or through its 

3 affiliates primarily engaged in business other than the 
4 business of insurance. However, for purposes of this section 
5. "person" does not include a securities broker ho-lding, in the 
6 usual and customary broker's function, less than twenty 

7 percent of the voting securities of an insurance company or of 
8 a person which controls an insurance company. 

9 Sec. 10. Section 521A.3, subsection 2, paragraph b, Code 
10 1985, is amended to read as follows: 

11 b. The source, nature and amount of the consideration used 
12 or to be used in effecting the merger or other acquisition of 
13 control, a description of any transaction whe~e%n in which 
14 funds were or are to be obtained for any such purpose 

15 including a pledge of the insurer's stock, or the stock of any 
16 of its subsidiaries or controlling affiliates, and the 

17 identity of persons furnishing saeh the consideration, 
18 p~eY%ded,-heweYe~,-that-whe~e. However, if a source of s~eh 

19 ~consideration is a loan made in the lender's ordinary 
20 course of business, the identity of the lender shall remain 

21 confidential, if the person filing $tteh the statement so 
22 requests. 
23 Sec. 11. Section 521A.3, subsection 2, paragraph 1, 
24 unnumbered paragraph 1, Code 1985, is amended to read as 
25 follows: 
26 Saeh-add%t%ena% Additional information as the commissioner 

27 may by rule e~-~e~a%at%on prescribe as necessary or 
28 appropriate for the protection of policyholders and 

29 seear%tyhoiders of the insurer or in the public interest. 
30 Sec. 12. Section S21A.4, subsection 1, Code 1985, is 

31 amended to read as follows: 
32 l. REGISTRATION. B•ery An insurer which is authorized to 
33 do business in this state and which is a member of an 
34 insurance holding company system shall register with the 
35 commissioner, except a foreign insurer subject to d%seiesare 
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4 

5 

6 

7 

8 

9 
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registration requirements and standards which are 
substantially similar to those contained in this section and 

section 521A.5, subsection 1, paragraph "a", and are adopted 

by statute or regulation in the jurisdiction of its domicile 

whfeh-are-~~~~ta"tfa~ty-~±m±~ar-to-tho~e-eo"taf"ed-±"-thf~ 

~eet±o". A"Y The insurer shall also file a copy of the 
summary of its registration statement as required by 
subsection 4 in each state in which that insurer is authorized 

to do business if requested to do so by the commissioner of 
10 that state. An insurer which is subject to registration under 

11 this section shall register within fifteen days after it 
12 becomes subject to registration and annually thereafter by 

13 March 31 of each year for the previous calendar year unless 

14 the commissioner for good cause shown extends the time for 

15 registration, and then within ~~eh the extended time. The 
1tl6 commissioner may require any authorized insurer which is a 

17 member of a holding company system which is not subject to 
18 registration under this section to furnish a copy of the 

• 

19 registration statement or other information filed by ~~en the 
20 insurance company with the insurance regulatory authority of 

21 domiciliary 

Sec. 13. 22 
jurisdiction. 
Section 521A.4, subsection 2, paragraphs b and c, 

23 Code 1985, are amended to read as follows: 
24 b. The identity and relationship of every member of the 
25 insurance holding company system. 
26 

27 
28 

29 
30 
31 

32 

33 
34 

35 

c. The following agreements in force, relationships 
subsisting, and transactions currently outstanding or which 
have occurred during the last calendar year between s~eh the 

insurer and its affiliates: 
(1) Loans, other investments, or purchases, sa1esL or 

exchanges of securities of the affiliates by the insurer or of 
the insurer by its affiliates. 

(2) Purchases, sales, or exchanges of assets. 
(3) Transactions not in the ordinary course of business. 
(4) Guarantees or undertakings for the benefit of an 
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1 affiliate which result in an actual contingent exposure of the • 
2 insurer's assets to liability, other than insurance contracts 

3 entered into in the ordinary course of the insurer's business. 

4 (5) All management and service contracts and all cost-

S sharing arrangements, other than cost allocation arrangements 
6 based upon generally accepted accounting principles. 

7 (6) Reinsurance agreements eo~e~fft~-a%%-o~-s~bstaftt±a%%y 
8 a%%-of-ofte-o~-mere-%±ftes-o£-±fts~raftee-o£-tbe-eed±ft9-eompafty. 

9 (7) Dividends and other distributions to shareholders. 
10 Sec. 14. Section 521A.4, subsection 2, Code 1985, is 

11 amended by adding the following new lettered paragraph d and 

12 relettering the subsequent 

13 NEW LETTERED PARAGRAPH. 

paragraph: 

d. A pledge of the insurer's 

14 stock, including stock of a subsidiary or controlling 
15 affiliate, for a loan made to a member of the insurance 
16 holding company system. 
17 Sec. 15. Section 521A.4, subsection 3, Code 1985, is 
18 amended to read as follows: 

19 3. MATERIALITY. No-±ftEormat±oft Information need not be 
20 disclosed on the registration statement filed pursuant to 

21 subsection 2 o£-t~±s-seet±oft if sueb the information is not 
22 material for the purposes of this section. Unless the 

23 commissioner by rule7-re9uiat%on or order provides otherwise, 
24 sales, purchases, exchanges, loans or extensions of credit, or 

25 investments? or guarantees involving one-half of one percent 
26 or less of an insurer's admitted assets as of the tb±rty-£±rst 

27 day-o£-Beeember next preceding sbaii December 31 are not be 
28 deemed material for purposes of this section. 

29 Sec. 16. Section 521A.4, subsection 4, Code 1985, is 
30 amended by striking the subsection and inserting in lieu 

31 thereof the following: 
32 4. SUMMARY OF REGISTRATION STATEMENT. All registration 

33 statements shall contain a summary outlining all items in the 
34 current registration statement representing changes from the 

35 next preceding registration statement. 
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Sec. 17. Section 521A.4, Code 1985, is amended by adding 
the following new subsection 5 and renumbering the subsequent 

subsections: 
NEW SUBSECTION. 5. INFORMATION OF INSURERS. Any person 

within an insurance holding company system subject to 
registration is required to provide complete and accurate 

information to an insurer if the information is reasonably 
necessary to enable the insurer to comply with this chapter. 

9 Sec. 18. Section 521A.4, subsection 10, Code 1985, is 
10 amended to read as follows: 
ll 10. VIOLATIONS. The failure to file a registration 
12 statement or eny-amendment-the~eto a summary of the 

13 registration statement required by this section within the 
14 time specified for s~eh the filing sheii-ee is a violation of 

15 this section. 
16 Sec. 19. Section 521A.5, subsection 1, Code 1985, is 

17 amended by striking the subsection and inserting in lieu 
18 thereof the following: 
19 l. TRANSACTIONS WITHIN A HOLDING COMPANY SYSTEM AFFECTING 
20 DOMESTIC INSURERS. 

21 a. Material transactions by registered insurers with their 
22 affiliates are subject to the following standards: 

23 (1) The terms shall be fair and reasonable. 
24 (2) Charges or fees for services performed shall be 

25 reasonable. 
26 (3) Expenses incurred and payment received shall be 

27 allocated to the insurer in conformity with customary and 
28 consistently applie.d insurance accounting practices. 
29 (4) The books, accounts, and records of each party shall 
30 be so maintained as to clearly and accurately disclose the 

31 precise nature and details of the transactions. 
32 (5) After any dividends or distributions to shareholder 

33 affiliates, the insurer's surplus as regards policyholders 
34 shall be reasonable in relation to the insurer's outstanding 

35 liabilities and adequate to its financial needs. 
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1 b. A domestic insurer and a person in its holding company 
2 system shall not enter into any of the following transactions 

3 between each other involving amounts equal to or exceeding the 
4 greater of five percent of the insurer's admitted assets or 

5 twenty-five percent of the surplus as regards policyholders as 
6 of the next preceding December 31, unless the domestic insurer 

7 notifies the commissioner in writing of its intention to enter 
8 into the transaction at least thirty days prior to entering 
9 into the transaction or within a shorter time permitted by the 

10 commissioner and the commissioner has not disapproved of the 
11 transaction within the time period: 

12 ( l) Sales. 

13 ( 2 ) Purchases. 
14 ( 3 ) Exchanges. 

15 ( 4 ) Loans or extensions of credit. 
16 ( 5) Guarantees. 

17 (6) Investments. 
18 (7) Loans or extensions of credit to a person who is not 
19 an affiliate, if the domestic insurer makes the loans or 
20 extensions of credit with the agreement or understanding that 

21 the proceeds of the transactions, in whole or in substantial 
22 part, are to be used to make loans or extensions of credit to, 

23 to purchase assets of, or to make investments in, an affiliate 
24 of the domestic insurer making the loans or extensions of 

25 credit. 
26 c. A domestic insurer and a person in its holding company 
27 system shall not enter into any of the following transactions, 
28 unless the domestic insurer notifies the commissioner in 
29 writing of its intention to enter into the transaction at 
30 least thirty days prior to entering into the transqction or 

31 within a shorter time permitted by the commissioner and the 
32 commissioner has not disapproved of the transaction within the 

33 time period: 
34 (1) All reinsurance agreements which in the aggregate will 

35 or may require as consideration the net transfer of assets to 
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1 or by the domestic insurer in an amount, as of the next 
2 preceding December 31, exceeding twenty-five percent of 
3 statutory surplus. 
4 (2) Any material transactions specified by rule which the 
5 commissioner determines may adversely affect the interests of 
6 the domestic insurer's policyholders. 

7 d. This subsection does not authorize or permit any 
8 transactions which in the case of an insurer would be 

9 otherwise contrary to law. 
10 e. A domestic insurer shall not enter into transactions 

12 

13 
14 

15 
16 

17 
18 

ll which are part of a plan or series of like transactions with a 
person or persons within the holding company system if the 
purpose of those separate transactions is to avoid the 
statutory threshold amount and thus avoid the review that 

would occur otherwise. If the commissioner determines that 
such separate transactions were entered into over a twelve­

month period for that purpose, the commissioner may exercise 
the authority under section 521A.l0. 

19 
20 

21 
22 

f. The commissioner, in reviewing transactions pursuant to 
paragraphs "b" and "c", shall consider whether the 
transactions comply with the standards set forth in paragraph 
•a". 

23 9· A domestic insurer shall notify the commissioner within 
days of an investment of the insurer in a corporation 

total investment in the corporation by the insurance 

24 thirty 

2S if the 
26 

27 
28 

29 
30 
31 
32 

33 
34 

35 

holding company system exceeds ten percent of the 

corporation's voting securities. 
Sec. 20. Section 521A.5, subsection 3-, unnumbered 

paragraphs 1 and 2, Code 1985, are amended to read as follows: 
Ne A domestic insurer subject to registration under section 

521A.4 shall not pay any extraordinary dividend or make any 
other extraordinary distribution to its shareholders until 

either thirty days after the commissioner has received notice 
of the declaration ~hereef of the payment and has not within 
sueh the period disapproved sueh the payment, or the 
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1 commissioner shall have approved ~tteh the payment within ~tteh ~ 
2 the thirty-day period. 
3 For purposes of this section, an extraordinary dividend or 
4 distribution includes any dividend or distribution of cash or 

5 other property7 whose fair market value together with that of 
6 other dividends or distributions made within the preceding 

7 twelve months exceeds the greater of either ten percent of 
8 stteh the insurer's surplus as regards policyholders as of the 

9 ~h±r~y-r±rse-dey-o£-eeeember next preceding December 31, or 
10 the net gain from operations of stteh ~ insurer7 if stteh the 

11 insurer is a life insurerL or the net investment income if 
12 stteh the insurer is not a life insurer, for the twelve-month 
13 period ending the ~h±rey-r±rse-dey-of-Beeember next preceding 
14 December 31, but shall not include pro rata distributions of 

15 any class of the insurer's own securities. In determining 
16 whether a dividend or distribution is extraordinary, an 

17 insurer may carry forward income or gain from operations from 
18 the previous two calendar years that has not already been paid 

19 out as dividends. 
20 Sec. 21. Section 521A.6, subsection 1, Code 1985, is 

21 amended to read as follows: 
22 1. POWER OF COMMISSIONER. Subject to the limitation 

23 contained in this section and in addition to the powers which 
24 the commissioner has under chapter 507 relating to the 

25 examination of insurers, the commissioner she%% may also have 
26 ehe-pewer-eo order afty an insurer registered under section 

27 521A.4 to produce stteh records, books, or other information 
28 papers in the possession of the insurer or its affiliates as 
29 sheii-be reasonably necessary to ascertain the financial 
30 condition or-ie~ei±ey-of-eoftdttee of seeh the insurer or to 
31 determine compliance with this chapter. rft-ehe-e~efte-stteh If 
32 the insurer fails to comply with seeh ~ order, the 
33 commissioner shaii-he•e-ehe-power-~o may examine seeh the 
34 affiliates to obtain seeh the information. 
35 Sec. 22. Section 521A.6, subsection 2, Code 1985, is 
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1 amended by striking the subsection. 
2 Sec. 23. Section 521A.l0, Code 1985, is amended by 
3 striking the section and inserting in lieu thereof the 
4 following: 
5 521A.l0 SANCTIONS AND PENALTIES. 

6 1. If the commissioner finds after notice and hearing that 
7 a person subject to registration under section 521A.4 failed 
8 without just cause to file a registration statement as 
9 required in this chapter, the person shall be required to pay 

10 a penalty of one thousand dollars for each day's delay. The 
11 penalty shall be recovered by the commissioner and paid into 
12 the state general fund. The maximum penalty under this 
13 section is ten thousand dollars. The commissioner may reduce 
14 the penalty if the person demonstrates that the imposition of 
15 
16 
17 
18 

19 
20 

21 
22 
23 
24 
25 

26 
27 

28 
29 
30 
31 
32 

the penalty would constitute a financial hardship to the 
person. 

2. If it appears to the commissioner that an insurer 
subject to this chapter has engaged in a transaction or 

entered into a contract which is subject to 521A.S and which 
would not have been approved had approval been requested, the 

commissioner may order the insurer to immediately cease and 
desist any further activity under that transaction or 
contract. After notice and hearing, the commissioner may also 
order the insurer to void any contracts and restore the status 
quo if the commissioner finds that action is in the best 
interest of the policyholders, creditors, or the public. 

3. If it appears to the commissioner that an insurer or a 
director, officer, agent, or employee of an insurer has 
committed a willful violation of this chapter, the 
commissioner may institute criminal proceedings against the 
insurer or the responsible director, officer, agent, or 
employee in the district court for the county in which the 

33 principal office of the insurer is located, or if the insurer 
34 has no office in this state, then in the district court for 
35 Polk county. An insurer or individual who willfully violates 
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1 this chapter is guilty of a class "D" felony. 
2 Sec. 24. NEW SECTION. 521A.llA RECOVERY. 

3 1. Subject to subsections 2 through 4, if an order for 
4 liquidation, conservation, or rehabilitation of a domestic 
5 insurer has been entered, the receiver appointed under the 
6 order may recover on behalf of the insurer either of the 

7 following if made within one year preceding the filing of the 
8 petition for liquidation, conservation, or rehabilitation: 

9 a. From a parent corporation, holding company, affiliate, 
10 or other person who otherwise controlled the insurer, the 

11 amount of distributions, other than distributions of shares of 
12 the same class of. stock, paid by the insurer on its capital 

13 stock. 
14 b. Any payment in the form of a bonus, termination 

15 settlement, or extraordinary lump sum salary adjustment made 
16 by the insurer or a subsidiary of the insurer to a director, 

• 

17 officer, agent, or employee. ... 
18 2. A distributioi is not recoverable if the parent holding 

19 company, affiliate, or other person shows that when the 
20 distribution was paid it was lawful and reasonable, and that 

21 the insurer did not know and could not reasonably have known 
22 that the distribution might adversely affect the ability of 
23 the insurer to fulfill its contractual obligations. 
24 3. A parent corporation, holding company, affiliate, or 

25 other person who otherwise controlled the insurer or affiliate 
26 at the time the distributions were paid is liable only up to 

27 the amount of distributions or payments under subsection 1 
28 that the person received. A person who otherwise controlled 

29 the insurer at the time the distributions were declared is 
30 liable only up to the amount of distributions the person would 

31 have received if the person had been paid immediately. If two 
32 or more persons are liable with respect to the same 
33 distributions, each shall be separately liable for their 
34 distributive share. 
35 4. The maximum amount recoverable under this subsection 
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2 

3 

4 

5 

6 

7 
8 

9 

10 

S.F. H.F. 

shall be the amount needed in excess of all other available 
assets of the impaired or insolvent insurer to pay the 

contractual obligations of the impaired or insolvent insurer 
and to reimburse any guaranty funds. 

5. To the extent that a person liable under subsection 3 
is insolvent or otherwise fails to pay claims due from the 
person pursuant to this section, the person's parent 
corporation, holding company, affiliate, or other person who 

otherwise controlled it at the time the distribution was paid, 
is separately liable for the share of any resulting deficiency 

11 in the amount recovered from the parent corporation, holding 
12 company, affiliate, or other person who otherwise controlled 

13 it. 
14 EXPLANATION 
15 This bill makes several amendments to chapter 521A relating 
16 to the regulation of insurance holding company systems. These 

17 amendments relate to the permissible investments of a holding 
18 company and various financial transactions of the holding 

19 company and the insurance company. A company must receive 
20 approval from the department of insurance before making 

21 certain types of 
22 provided for the 

23 the chapter. 

investments or transfers. Penalties are 
failure to comply with the requirements of 

24 The amendments are based on amendments by the national 
25 association of insurance commissioners. 
26 The bill requires an opportunity for approval or 
27 disapproval by the commissioner of insurance of certain sales, 
28 purchases, exchanges, loans or extensions of credit or 

29 investments between a domestic insurer and an affiliate of an 
30 insurer. 

31 

32 

33 

34 

35 
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HOUSE FILE 2390 

AN ACT 

RELATING TO THE REGULATION OF INSURANCE HOLDING COMPANIES AND 

PROVIDING FOR PENALTIES. 

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 

Section 1. Section 521A.l, Code 1985, is amended by adding 

the following new subsection 4 and renumbering the subsequent 

subsections: 

NEW SUBSECTION. 4. "Domestic insurer" means an insurer 

organized or created under the laws of this state except an 

insurer excluded under subsection 6. 

Sec. 2. Section 521A.l, subsection 6, Code 1985, ls 

amended to read as follows: 

6 2· A "person" is an individual, a corporation, a 

partnership, an association, a joint stock company, a trust, 

an unincorporated organization, any similar entity or any 

combination of the foregoing acting in concert, but ~hat% does 

not include a"y-~eetl~±tie~-b~o~e~-pe~~o~m±ng-no-mo~e-than-the 

tl~tlat-a"d-etl~toma~y-b~o~e~l~-ftl"et±o" a joint venture 

partnership exclusively enoaged in owning, managing, leasing, 

or developing real or tangible personal property. 

Sec. 3. Section 521A.2, subsection 1, paragraph h, Code 

1985, is amended to read as follows: 

h. Ownership and management of assets which the parent 

corporation could itself own and manage. However, the 

aggregate investment by the insurer and its subsidiaries 

acquired or organized pursuant to this paragraph shall not 

exceed the limitations applicable to the investments by the 

insurere 

Sec. 4. Section 521A.2, subsection 3, paragraph a, 

unnumbe~ed paragraph 1, Code 1985, is amended to read as 

follows: 

House File 2390, p. 2 

Invest, in common stock, prefe~~ed stock, debt obligations, 

and other securities of one or mc~e subsidiaries, amounts 

which do not exceed fifty percent of the insurer's surplus as 

regards policyholders, p~o~ided-that if after ~tleh the 

investments the insurer's surplus as regards policyholders 

will be reasonable in relation to the insurer's outstanding 

liabilities and adequate to its financial needs. In 

calculating the amount of ~tleh the investments, investments in 

domestic or foreign insurance subsidiaries shall be excluded 

and both of the following shall be included: 

Sec. 5. Section 521A.2, subsection 3, paragraph b, Code 

1985, is amended by striking the paragraph. 

Sec. 6. Section 521A.2, subsection 3, paragraph d, Code 

1985, is amended to read as follows: 

d. With the approval of the cou~issioner, invest any 

greater amount in common stock, preferred stock, debt 

obligations, or other securities of one or more subsidiaries7 

p~o~ided-that than permitted pursuant to paragraphs "a", "b", 

and "c". However, after ~tleh the investment the insurer's 

surplus as regards policyholders w±ti shall be reasonable in 

relation to the insurer's outstanding liabilities and adequate 

to its financial needs. 

Sec. 7. Section 521A.2, subsec~ion 3, paragraph e, Code 

1985, is amended by striking the paragraph. 

Sec. 8. Section 521A.2, subsection 5, Code 1985, is 

amended to read as follows: 

5. QUALIFICATION OF INVESTMEN~ --WHEN DETERMINED. 

Whether any investment pursuant to subsection 3 of-thi~ 

~eet±o" meets the applicable requ:rements the~eof of the 

subsection is to be determined i~~ed±ateiy-afte~-~tleh 

±"~e~tme"t-i~-made,-ta~±"g-±"to-aeeotl"t-the-the"-otl~~ta"d±"g 

p~i"e±pai-bata"ee-o"-eii-p~e~±otl~-±"~e~tment~-±"-debt 

obi±gat±o"~T-a"d-the-~aitle-of-aii-?ee~iotl~-i"~e~tme~t~-±" 

eqtlity-~eetl~itie~-a~-ot-the-dete-~~ey-weee-mede be:cre ~he 

investment is made by calculatinc ~he aPPlicable investment 

limitations as though the investuent had already been made, 
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taking into account the then outstanding principal balance on 

all orevious investments in debt obligations, and the value of 

all previous investments in equity securities as of the day 

they were made, net of any return of capital invested, 

excluding dividends. 

Sec. 9. Section 521A.3, subsection 1, unnumbered paragraph 

2, Code 1985, is amended to read as follows: 

For purposes of this section a domestic insurer shall 

include any other person controlling a domestic insurer unless 

~~eh the other person is either directly or through its 

affiliates primarily engaged in business other than the 

business of insurance. However, for purposes of this section 

"person" does not include a securities broker holding, in the 

usual and customary broker's function, less than twenty 

percent of the voting securities of an insurance company or of 

a person which controls an insurance company. 

Sec. 10. Section 521A.3, subsection 2, paragraph b, Code 

1985, is amended to read as follows: 

b. The source, nature and amount of the consideration used 

or to be used in effecting the merger or other acquisition of 

control, a description of any transaction whe~e±n in which 

funds were or are to be obtained for any such purpose 

including a pledge of the insurer's stock, or the stock of any 

of its subsidiaries or controlling affiliates, and the 

identity of persons furnishing ~~eh the consideration; 

~~o~±ded7-howe~e~,-that-whe~e. However, if a source of stteh 

the consideration is a loan made in the lender's ordinary 

course of business, the identity of the lender shall remain 

confidential, if the person filing s~eh the statement so 

requests. 

Sec. 11. Section 521A.3, subsection 2, paragraph 1, 

unnumbered paragraph 1, Code 1985, is amended to read as 

follows: 

Stteh-add±t±ona± Additional information as the commissioner 

may by rule o~-~egtt±at±on prescribe as necessary or 

appropriate for the protection of policyholders and 

~ee~~±tyhoidef'~ of the insurer or in the public interest. 

Efouse l:"ile: Z390, p. 4 

Sec. 12. Section 521A.4, subsection 1, Code 1985, is 

amended to read as follows: 

l. REGISTRATION. E~e~y An insurer which is authorized to 

do business in this state and which is a member of an 

insurance holding company system shall register with the 

commissioner, except a foreign insurer subject to d±~e±o~~~e 

registration requirements and standards whi~h are 

substantially similar to those contained in this section and 

section 521A.5, subsection 1, paragraph "a", and are adopted 

by statute or regulation in the jurisdiction of its domicile 

wh±eh-a~e-~ttb~tant±a±±y-s±m±±a~-to-those-eonta±ned-±n-th±s 

~eet±on. Any The insurer shall also file a copy of the 

summary of its registration statement as required by 

subsection 4 in each state in which that insurer is authorized 

to do business if requested to do so by the commissioner of 

that state. An insurer which is subject to registration under 

this section shall register within fifteen days after it 

becomes subject to registration and annually thereafter by 

March 31 of each year for the previous calendar year unless 

the commissioner for good cause shown extends the time for 

registration, and then within ~tteh the extended time. The 

commissioner may require any authorized insurer which is a 

member of a holding company system which is not subject to 

registration under this section to furnish a copy of the 

registration statement or other information filed by ~tteh the 

insurance company with the insurance regulatory authority of 

domiciliary jurisdiction. 

Sec. 13. Section 521A.4, subsection 2, paragraphs b and c, 

Code 1985, are amended to read as follows: 

b. The identity and relationship of every member of the 

insurance holding company system. 

c. The following agreements in fo·rce, relationships 

subsisting, and transactions currently outstanding or which 

;,.~"" occurred during the last calendar year between ~tteh the 

insurer and its affiliates: 
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(l) Loans, other investments, or purchases, sales~ or 

exchanges of securities of the affiliates by the insurer or of 

the insurer by its affiliates. 

(2) Purchases, sales, or exchanges of assets. 

(3) Transactions not in the ordinary course of business. 

(4) Guarantees or undertakings for the benefit of an 

affiliate which result in an actual contingent exposure of the 

insurer's assets to liability, other than insurance contracts 

entered into in the ordinary course of the insurer's business. 

(5) All management and service contracts and all cost­

sharing arrangements, other than cost allocation arrangements 

based upon generally accepted accounting principles. 

(6) Reinsurance agreements eo~ering-a±±-or-a~batantia±±y 

a±±-o£-ene-or-more-±inea-o£-inatlranee-o£-the-eeding-eompany. 

(7) Dividends and other distributions to shareholders. 

Sec. 14. Section 521A.4, subsection 2, Code 1985, is 

amended by adding the following new lettered paragraph d and 

relettering the subsequent paragraph: 

NEW LETTERED PARAGRAPH. d. A pledge of the insurer's 

stock, including stock of a subsidiary or controlling 

affiliate, for a loan made to a member of the insurance 

holding company system. 

Sec. 15. Section 521A.4, subsection 3, Code 1985, is 

amended to read as follows: 

3. ~~TERIALITY. No-information Information need not be 

disclosed on the registration statement filed pursuant to 

subsection 2 o£-thia-aeetion if a~eh the information is not 

material for the purposes of this section. Unless the 

commissioner by rule7 -regtl±ation or order provides otherwise, 

sales, purchases, exchanges, loans or extensions of credit, or 

i~vestments, or guarantees involving one-half of one percent 

Cc less of an insurer's admitted assets as of the thirty-£irat 

eay-o£-3eeember next preceding aha±± December 31 are not be 

deemed ~aterial for purposes of this sec:ion. 

Sec. ~6. Section 52lA.4, subsection 4, Code 1985, is 

a2ended oy striking the subsection and inserting in lieu 

thereof the following: 
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4. SUMMARY OF REGISTRATION STATEMENT. All registration 

statements shall contain a summary outlining all items in the 

current registration statement representing changes from the 

next preceding registration statement. 

Sec. 17. Section 521A.4, Code 1985, is amended by adding 

the following new subsection 5 and renumbering the subsequent 

subsections: 

NEW SUBSECTION. 5. INFORMATION OF INSURERS. Any person 

within an insurance holding company system subject to 

registration is required to provide complete and accurate 

information to an insurer if the information is reasonably 

necessary to enable the insurer to comply with this chapter. 

Sec. 18. Section 521A.4, subsection 10, Code 1985, is 

amended to read as follows: 

10. VIOLATIONS. The failure to file a registration 

statement or any-amendment-thereto a summary of the 

registration statement required by this section within the 

time specified for a~eh the filing aha±±-be is a violation of 

this section. 

Sec. 19. Section 521A.5, subsection l, Code 1985, is 

amended by striking the subsection and inserting in lieu 

thereof the following: 

l. TRANSACTIONS WITHIN A HOLDING COMPANY SYSTEM AFFECTING 

DOMESTIC INSURERS. 

a. Material transactions by registered insurers with their 

affiliates are subject to the following standards: 

(l) The terms shall be fair and reasonable. 

(2) Charges or fees for services performed shall be 

reasonable. 

(3) Expenses incurred and payment received shall be 

allocated to the insurer in conformity with customary and 

consistently applied insurance accounting practices. 

(4) The books, accounts, and records of each party shal~ 

be so maintained as to clearly and accurately disclose the 

precise nature and details of the transactions. 
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(5) After any dividends or distributions to shareholder 

affiliates, the insurer's surplus as regards policyholders 

shall be reasonable in relation to the insurer's outstanding 

liabilities and adequate to its financial needs. 

b. A domestic insurer and a person in its holding company 

system shall not enter into any of the following transactions 

between each other involving amounts equal to or exceeding the 

greater of five percent of the insurer's admitted assets or 

twenty-five percent of the surplus as regards policyholders as 

of the next preceding December 31, unless the domestic insurer 

notifies the commissioner in writing of its intention to enter 

into the transaction at least thirty days prior to entering 

into the transaction or within a shorter time permitted by the 

commissioner and the commissioner has not disapproved of the 

transaction within the time period: 

(1) Sales. 

(2) Purchases. 

( 3) Exchanges. 

( 4) Loans or extensions of credit. 

(5) Guarantees. 

(6) Investments. 

(f) Loans or extensions of credit to a person who is not 

an affiliate, if the domestic insurer makes the loans or 

extensions of credit with the agreement or understanding that 

the proceeds of the transactions, in whole or in substantial 

part, are to be used to make loans or extensions of credit to, 

to purchase assets of, or to make investments in, an affiliate: 

of the domestic insurer making the loans or extensions of 

credit. 

c. A domestic insurer and a person in its holding company 

system shall not enter into any of the following transactions, 

unless the domestic insurer notifies the commissioner in 

writing of its intention to enter into the transaction at 

least thirty days prior to entering into the transaction or 

w~thin a shorter time permitted by the commissioner and the 

commissioner has not disapproved of the transaction within the 

time pe:iod: 

-
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(1) All reinsurance agreements which in the aggregate will 

or may require as consideration the net transfer of assets to 

or by the domestic insurer in an amount, as of the next 

preceding December 31, exceeding twenty-five percent of 

statutory surplus. 

(2) Ahy material transactions specified by rule which the 

commissioner determines may adversely affect the interests of 

the domestic insurer's policyholders. 

d. This subsection does not authorize or permit any 

transactions which in the case of an insurer would be 

otherwise contrary to law. 

e. A domestic insurer shall not enter into transactions 

which are part of a plan or series of like transactions with a 

person or persons within the holding company system if the 

purpose of those separate transactions is to avoid the 

statutory threshold amount and thus avoid the review that 

would occur otherwise. If the commissioner determines that 

such separate transactions were entered into over a twelve­

month period for that purpose, the commissioner may exercise 

the authority under section 521A.l0. 

f. The commissioner, in reviewing transactions pursuant to 

paragraphs "b" and "c", shall consider whether the 

transactions comply with the standards set forth in paragraph 

"a ... 

g. A domestic insurer shall notify the commissioner within 

thirty days of an investment of the insurer in a corporation 

if the total investment in the corporation by the insurance 

holding company system exceeds ten percent of the 

corporation's voting securities. 

Sec. 20. Section 521A.5, subsection 3, unnumbered 

paragraphs 1 and 2, Code 1985, are amended to read as follows: 

No A domestic insurer subject to registration under section 

521A.4 shall not pay any extraordinary dividend or make any 

other extraordinary distribution to its shareholders until 

either thirty days af~er the commissioner has received notice 

of the declaration t~e~eo€ of the payment and has not within 
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~~eh the period disapproved ~tleh the payment, or the 

commiss:oner shall have approved ~tleh the payment within ~tleh 

the thi:~y-day period. 

For ?Urposes of this section, an extraordinary dividend or 

distrib~tion includes any dividend or distribution of cash or 

other p:operty, whose fair market value together with that of 

other d:vidends or distributions made within the preceding 

twelve =onths exceeds the greater of either ten percent of 

~tleh the insurer's surplus as regards policyholders as of the 

eh~~ty-~±~~t-day-o~-Beeembe~ next preceding December 31, or 

the net gain from operations of ~tleh the insurer, if ~tleh the 

insurer is a life insurer~ or the net investment income if 

~tleh the insurer is not a life insurer, for the twelve-month 

period e~ding the th~~ty-~~~~t-day-o~-Beeembe~ next preceding 

Decembe: 31, but shall not include pro rata distributions of 

any class of the insurer's own securities. In determining 

whether a dividend or distribution is extraordinary, an 

insurer may carry forward income or gain from operations from 

the previous two calendar years that has not already been paid 

out as cividends. 

Sec. 21. Section 521A.6, subsection 1, Code 1985, is 

amended to read as follows: 

1. ?OWER OF COMMISSIONER. Subject to the limitation 

contained in this section and in addition to the powers which 

the com=issioner has under chap~er 507 relating to the 

examina:ion of insurers, the cor.~issioner ~hai% ~ also ha~e 

the-powe~-to order any an insurer registered under section 

521A.4 :o produce ~tleh records, books, or other information 

papers :n the possession of the insurer or its affiliates as 

~~a%%-be reasonably necessary to ascertain the financial 

conditi=~ o~-iegai~ty-o~-eondtle~ of ~tleh the insurer or to 

determ:~e compliance with this chapter. fn-the-e~ent-~tleh If 

the ins·;:er fails to comply with ~tleh the order, the 

commiss:oner ~ha%%-ha~e-the-powe~-eo ~ examine ~tleh the 

affilia:es to obtain ~tleh the i~formation. 
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Sec. 22. Section 521A.6, subsection 2, Code 1985, is 

amended by striking the subsection. 

Sec. 23. Section 521A.l0, Code 1985, is amended by 

striking the section and inserting in lieu thereof the 

following: 

521A.l0 SANCTIONS AND PENALTIES. 

1. If the commissioner finds after notice and hearing that 

a person subject to registration under section 521A.4 failed 

without just cause to file a registration statement as 

required in this chapter, the person shall be required to pay 

a penalty of one thousand dollars for each day's delay. The 

penalty shall be recovered by the commissioner and paid into 

the state general fund. The maximum penalty under this 

section is ten thousand dollars. The commissioner may reduce 

the penalty if the person demonstrates that the imposition of 

the penalty would constitute a financial hardship to the 

person. 

2. If it appears to the commissioner that an insurer 

subject to this chapter has engaged in a transaction or 

entered into a contract which is subject to 521A.5 and which 

would not have been approved had approval been requested, the 

commissioner may order the insurer to immediately cease and 

desist any further activity under that transaction or 

contract. After notice and hearing, the commissioner may also 

order the insurer to void any contracts and restore the status 

quo if the commissioner finds that action is in the best 

interest of the policyholders, creditors, or the public. 

3. If it appears to the commissioner that an insurer or a 

director, officer, agent, or employee of an insurer has 

committed a willful violation of this chapter, the 

commissioner may institute criminal proceedings against the 

insurer or the :esponsible director, officer, agent, or 

employee in the district court for the county in which the 

principal office of the insurer is located, or if the insurer 

has no office in this state, then in the district court for 

Polk county. An insurer or individual who willfully violates 

this chapter is guilty of a class "D" felony. 

'l."<~ "',• ,!· ·~·~··.i· 
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Sec. 24. NEW SECTION. 52lA.llA RECOVERY. 

l. Subject to subsections 2 through 4, if an order for 

liquidation, conservation, or rehabilitation of a domestic 

insurer has been entered, the receiver appointed under the 

order may recover on behalf of the insurer either of the 

following if made within one year preceding the filing of the 

petition for liquidation, conservation, or rehabilitation: 

a. From a parent corporation, holding company, affiliate, 

or other person who otherwise controlled the insurer, the 

amount of distributions, other than distributions of shares of 

the same class of stock, paid by the insurer on its capital 

stock. 

b. Any payment in the form of a bonus, termination 

settlement, or extraordinary lump sum salary adjustment made 

by the insurer or a subsidiary of the insurer to a director, 

officer, agent, or employee. 

2. A distribution is not recoverable if the parent holding 

company, affiliate, or other person shows that when the 

distribution was paid it was lawful and reasonable, and that 

the insurer did not know and could not reasonably have known 

that the distribution might adversely affect the ability of 

the insurer to fulfill its contractual obligations. 

3. A parent corporation, holding company, affiliate, or 

other person who otherwise controlled the insurer or affiliate 

at the time the distributions were paid is liable only up to 

the amount of distributions or payments under subsection 1 

that the person received. A person who otherwise controlled 

the insurer at the time the distributions were declared is 

liable only up to the amount of distributions the person would 

have received if the person had been paid immediately. If two 

or more persons are liable with respect to the same 

distributions, each shall be separately liable for their 

distributive share. 

4. The maximum amount recoverable under this subsection 

shall be the amount needed in excess of all other available 

assets of the impaired or insolvent insurer to pay the 
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contractual obligations of the impaired or insolvent insurer 

and to reimburse any guaranty funds. 

5. To the extent that a person liable under subsection 3 

is insolvent or otherwise fails to pay claims due from the 

person pursuant to this section, the person's parent 

corporation, holding company, affiliate, or other person who 

otherwise controlled it at the time the distribution was paid, 

is separately liable for the share of any resulting deficiency 

in the amount recovered from the parent corporation, holding 

company, affiliate, or other person who otherwise controlled 

it. 
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