BY COMMITTEE ON SMALL BUSINESS
AND COMMERCE

{Formerly House Study Bill 624)

Passed House, Date .= “s %2, Passed Senate, Date o
Vote: Ayes Y« Nays s . Vote: Ayes .. Nays
Approved _
A BILL FOR

1 An Act providing coverage under the Iowa life and health guaranty
2 association to the holders of unallocated annuity contracts.
3 BE IT ENACTED BY THE GENZRAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section 508C.3,
Supplement 1987, is amended by
ingsercing in lieu therect

d. An unalliocated annulty cont

tunding agreement, or guaranteed lavestmen nT i
rot igsueac to Oor in connecticn with a s
beneflt pian or a governmeni lotiery.
Sec. 2. Section 508C.5, subsecticn
1687, is amended to read as follows:
16. "Premiums" means direct gross insurance preml

annuity considerations received on covered policies,

return insurance premiumsg and annulty considerations
dividends nald or credited to policyholders on
business. "Premiums® do noft include premiuns a
conslderations on contracts befween Lnsurers
or amcunts recelved and aeld bv & menoer

fund unless and until the amounis are appiied oy Uhe

te: the purchase of an znnuity ¢r other beneilt ftor a

ic person, but dees include premiums £n &N Unaliscatec

annuity contract.
Section S08C.3%, (nde Supplement 1987, 1s amended
followlng new subsection:

i

13. "Uraliocated annuity conzract” means
an annui contract or group annulty certlficate which 1s ngo
1ssued to and owned by an individual, except < the extent of
any annuity benefits guaranteed to an irndividual by an insurer
under such contract or certificate.

Sec. 4. Secrtion 508C.6, Cuce Supplement 1987, subsection

1s amended by adding the foilowlng new letnered paragraph:
NEW LETTERED PARACGRAPH. d. An unalliocated annuity

contract account.
Sec. 5. Section 508C.8, subsection 8, Code Supplement .
1987, is amended to read as f£cllows:
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8. The contractuai obligations of the lnsolvent insurer,
fcr which the assoclation becomes or may become liable, are as
great as but not greater than the contractual obligations of
the insolvent insurer would have been in the absence of an
1insolvency, unless the obligations are reduced as permitted 1In
this chapter. However, with respect to any onrne life, the
aggregate liability of the association shall not exceed one
hundred thousand dcllars i1n cash and terminaticn values, or
thiree hundred thousand dollars for alil benefits, including
cash and termination values, death benefits, annulty payments,
accident and health benefits, and all orher amounts payable
under all policies or contracts of the insolvent insurer.

With respect to any one holder of an unallocated annuit
Nl Esp Y. Y

contract, the aggregate liability of the agsociation shall not

exceed one million doliars ¢f contract benefits, irrespective

of the number of contracts held by the contract holder.

Sec. 6. Section 508C.9, subsection 5, Code Supplement
1387, is amended to read as follows:

5. a. The total of all assessments upon a member insurer
for each account shall not 1n any one calendar year exceed two
percent of the insurer's premiums received in this state
during the calendar year preceding the assessment on the
policies related to that account. If the maximum assessment

for any account, together with the other assets of the

association in either the account, does not provide in any one
year in etreher the account an amount sufficlent to carry out
the responsibilities of the assoclation, the necessary

additional funds shall be assessed for the account as soon

thereafter in succeeding years as permitted by this chapter.

b, 1f the maximum assessment under paragraph "a" for any

account, other thap thne nealth 1nsurance accourt, does nct

of the association in any succeeding year, the board, pursuant

to subsection 3, paragraph "a", shail asgess the necessavy

adéitional amount and allccate the amoun: for assessment among




e ) R

W

Oh

i b= b
w N~ O o

—rd

boo ps
o

.

]

[ T e
o o

%]
bt

22
23
24
25
26
27
28
29
30
31
32
33
34
35

S.F. H.F. AA9b

the accounts, other than the health Iinsurance account, in the

a
following sequence: £from the life insurance account, to the
a

annuity account, to the unaiiocated

Anulty contract accouncs

from the annuity account, to the unailocated annuity contract
Lrom_ t Y -ount, 1ail i-ty

account, to the life insurance account; from the unallocated

annuity contract account, to_ the annuity dccount, tc the lif

insurance account; provided that no amcunt shall e allocated

te an account for assessment untll the maximum amount has been

allocared to the preceding account.
EXPLANATION

This blll provides coverage under the Iowa life and health
guaranty association to the holiders of unallocated annuity
contracts, limiting the aggregate liabiilty cf the associatlion
for holders of an unallocated annuity contract, and provides
for the assessment of funds for certain accounts to carry cut
the responsibilities of the association.

SUCCESSOR TO HSB 624 (LSB 7638DH)
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€, Code Supplement 1987,

follows:
c.

1987,
"Account”
uncer

_5_HP»LLmh

the
deposit
agreement,
lssued
extent of any annui
Pu;Vld”a‘ by an insurer under such

An annuity accournt.
section 403(b) of the

*ot*ery Or to a liability insurer in ccn-
nection with a structured settlement.

Section
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ended fo
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read a=
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A plan established under
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BY COMMITTEE ON SMALZL BUSINESS
AND COMMERCE

{As Amended and Passed by the House March 1, 1988)
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A BILL FOR

L An Act providing coverage under the Iowa life and health guaranty
2 assoclation to the holcéders of unallocated annulty contracts.
3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

House Amendments

BEF 2296
da/pk/25
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Section 1. Section 508C.3, subsecticn 2, Ccce Supplement

1987, is amended :0 read as foLlows:
2. This chapter shall provide coverage ko the perscrs
specified in subsecticn I under direct llfe Insurance

de
policies, health insurance volicies, annuity cgatracts,
certificates under croup policies

subplemental contracts, ana

or contracts, and uralleocated arnnuity contracts issued by

member Llnsurers,
Sec. 2. Sectiocn S08C.3, subsection 3, paragraph &, Ccde

Supplement 1987, is amended by striking the paragraph and

inserting in lieu thereof the following:
d. An unallocated annuity contract issued te an emplovee
benefit plan protected under :the federal pension beneflit

guaranty corporaticn, which is not issued o or in connecticn

with a specific employee, unicn, or associaticn of nactura:

-
=4

persons, or any portion ¢f a financial guarantee.
Sec. 3. Section 508C.3, subsection 3, Code Supplement
1587, is amended by adding the follcwing new paragraph:

NEW PARAGRAPH. h. An annuity contract lssued to a

government lottery or to a liability insurer in connection

with a structured settlement,.

Sec. 4. Section 508C.5, subsection I, Ccde Supplement
1987, is amended to read as follows:

1. "Account" means any of the three four accounis created

under section 508C.6.
Sec. 5. Section 508C.5, subsection 10, Code Supplement

1987, 1s amencded to read as follows:

10. "Premiums” means direct gross insurance premiums and
annuity considerations received on covered policies, less
return insurance premiums and annuity considerations and
dividends paid or credited to policyholders on the direct
business. "Premiums" do not include premiums and

considerations on contrac:cs between insurers and reinsurerss

cr-gmounts-—recarved-and-herd-by-a-mempes-+naurer-tn-an-acesunrs

or-fund-nntess-and-untii-the-amounes-are-appried-by-che-mempes=
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tpsurer-to-the-purehrase-ef-an-annuity-or-oches-nenefit-£os-2

apecifie-perasn,
6. Section 508C.5,
by adding the following rnew subsection:

NEW SUBSECTION. 13.

& guaranteed investment

Sec. Code Supplement 1987, 1s amended

"Unalloeated annulity contract" means

centract, deposit administration

contract, unallocated funding agreement, or any other annulily

contract which i1s not issued to and owned by an individual,

except to the extent of any annuity benefits guaranteed to an

individual by an insurer under such a contract or certificate.
7. Section 508C.6,
Supplement 1987,

Sec. subsection 1, paragraph ¢, Code

is amended to read as foliows:

c. A plan established under section
403(b)
covered by the annuity account.
8. Section 508C.6,
1, is amended by adding the

NEW LETTERED PARAGRAPH,
contract account.

Sec. 9. Section 508C.8,
1987, is amended to read as
8. The contractual obligations of the insolvent insurer,
for which the association becomes or may become liable, are as
great as but not greater than the contractual obligations of

the insolvent insurer would have been in the absence of an

An annuity account.

of the United States Internal Revenue Code shall be

Code Supplement 1987, subsection
following new lettered paragraph:

d.

Sec.

An unallocated annuity

subsection 8, Code Supplement
follows:

insolvency, unless the obligations are reduced as permitted in
this chapter. However, with respect to any one life, the
aggregate llability of the association shall not exceed one
hundred thousand dollars in cash and termination values, or
three nundred thousand dollars for all benefits, including
cash and termination values, death benefits, annuity payments,
accident and health berefits, and all other amounts payable
under all policies or contracts of the insolvent insurer.

With respect to any one holder of an unallocated annuity

contract, the aggregate liability of the association shall not

-2-
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exceed one millicn dollars of contract benefits, irrespect.ve

of the number of conzracts neid by the centrac: hoider.

Sec. 10. Section 508C.9, subsection 5, Cocde Supplement

1987, 1s amended to read as fcollows:

fu

5. a. The total of all assessments upon a member iasurer
ny

fcr each account shall not in a one calendar year exceac two
percent of the insurer's premiums recelved in this state
during the calendar year preceding the assessmeni on the
policies related to that account. If the maximum assessment

for any account, together with the other assets ¢f the

association in etkmer the account, doces nct provide 1ln any cne
year in ettmer the accouni an amount sufficient to carry ocut
the responsibilities of the association, the necessary

additional funds shall be assessed for the account as soon

thereafter in succeeding years as permitteé by this chapter.

b. If the maximum assessment under paragrapn "a" for any

account, other than the health insurance account, does not
provide an amount sufficient o carry out the responsibilities

of the association in any succeeding year, the board, pursuant

to subsection 3, paragraph "a", shall assess the necessary

additional amount and allocate the amount for assessment among

the accounts, other than the health insurance account, in the

following sequence: from the life iasurance account, to the

annuity account, to the unallccated annuity contract account;

from the annuity account, to the upnalliocated annuity contract

account, to the ife insurance account; from the unallocated

annuity contract account, to the annuityv acccount, to the life

insurance account; provided that no amount shall be allocated
|23

£0 an account for assessment until the maximum amount kas been

allocated to the preceding account.
SUCCESSOR TO HS3 624 (LSB 7633DH)
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A BILL FOR

An Act providing coverage under the Iowa life and health guaranty
association to the holders of unallocated annuity contracts.
B8E IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section 508C.3, subsection 3, paragraph &, Code
Supplement 1987, is amended by striking the paragraph and
inserting in lieu thereof the following:

d. An unallccated annuity contract issued to an employee
benefit plan protected under the federal pension benefit
guaranty corporation or any portion of a financial guarantee,
funding agreement, or guaranteed investment contract which is
not issued to or in connection with a specific employee
benefit plan or a government lottery.

Sec. 2. Section 508C.S5, subsection 10, Code Supplement
1987, is amended to read as follows:

10. "Premiums" means direct gross insurance premiums and
annuity considerations received on covered policies, less
return insurance premiums and annuity considerations and
dividends paid or credited to policyholders on the direct
business. "Premiums" do not include premiums and
considerations on contracts between insurers and reinsurers,
or amounts received and held by a member insurer in an account
or fund unless and until the amounts are applied by the member
insurer to the purchase of an annuity or other benefit for a
specific person, but does include premiums on an unallocated

annuity contract.

Sec. 3. Section 508C.S5, Code Supplement 1987, is amended
by adding the following new subsection:

NEW SUBSECTION. 13. "Unallocated annuity contract" means

an annuity contract or group annuity certificate which is not
issued to and owned by an individual, except to the extent of
any annuity benefits quaranteed to an individual by an insurer
under such contract or certificate.

Sec. 4. Section 508C.6, Code Supplement 1987, subsection
l, is amended by adding the following new lettered paragraph:

NEW LETTERED PARAGRAPH. d. An unallocated annuity
contract account.

Sec. 5. Section 508C.8, subsection 8, Code Supplement

1987, is amended to read as follows:

-l_
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8. The contractual obligations of the insoclvent insurer,
for which the association becomes or may become liable, are as
great as but not greater than the contractual obligations of
the insolvent insurer would have been in the absence of an
insolvency, unless the obligations are reduced as permitted in
this chapter. However, with respect to any one life, the
aggregate liability of the association shall not exceed one
hundred thousand dollars in cash and termination values, or
three hundred thousand dollars for all berefits, including
cash and termination values, death benefits, annuity payments,
accident and health benefits, and all other amounts payable
under all policies or contracts of the insolvent insurer.

With respect to any one holder of an unallocated annuity

contract, the aggregate liability of the association shall not

exceed one million dollars of contract benefits, irrespective

of the number of contracts held by the contract holder.
Sec. 6. Section 508C.%, subsection 5, Code Supplement
1987, is amended to read as follows:

5. a. The total of all assessments upon a member insurer
for each account shall not in any one calendar year exceed two
percent of the insurer's premiums received in this state
during the calendar year preceding the assessment on the
policies related to that account., If the maximum assessment
for any account, together with the other assets of the

association in etther the account, does not provide in any one
year in either the account an amount sufficient to carry out
the responsibilities of the assoclation, the necessary
additional funds shall be assessed for the account as soon

thereafter in succeeding years as permitted by this chapter.

b. If the maximum assessment under paragraph "“a" for any

acecount, other than the health insurance account, does not

provide an amount sufficient to carry out the responsibilities

of the association in any succeeding vear, the board, pursuant

to subsection 3, paragraph "a", shall assess the necessary

additional amount and allocate the amount for assessment among

._2_
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the accounts, other than the health insurance account, in the

following sequence: from the life insurance account, to the

annuity account, to the unallocated annuity contract account;

from the annuity account, to the unallocated annuity contract

account, to the life insurance account; from the unallocated

annuity contract account, to the annuity account, to the life

insurance account: provided that no amount shall be allocated

to an account for assessment until the maximum amount has been

allocated to the preceding account.
EXPLANATION
This bill provides coverage under the Iowa life and health

guaranty association to the holders of unallocated annuity
contracts, limiting the aggregate liability of the association
for holders of an unallocated annuity contract, and provides
for the assessment of funds for certain accounts to carry out
the responsibilities of the association.

BACKGROUND STATEMENT

SUBMITTED BY THE AGENCY

This bill would provide coverage under the Iowa life and

health insurance guaranty association to the holders of
unallocated annuity contracts issued by insolvent insurers.
Those contracts are generally used to fund corporate or
governmental employee pension or deferred compensation plans.
Presently, there is no coverage under the guaranty fund if an
insurer issuing such a contract becomes insolvent. This bill
is based upon a model provision adopted by the national
assocliation of insurance commissioners.

COMPANION TO LSB 7637DS

LSB 7638DH 72
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HOUSE PILE 2296

AN ACT
PROVIDING COVERAGE UNDER THE IQWA LIFE ANO HEALTH GUARANTY

ASSOCIATION TO THE HOLDERS OF UMALUOCATED ANNUITY CONTRACTS.

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

Section 1. Section 508BC.3, subsection 2, Code Supplement
1987, is amended to read as follows:

2. This chapter shall provide coverage to the persons
specified in subsection 1 under direct life insurance
policles, health insurance policies, annuity contracts,
supplemental contracts, end certificates under group policies
or contracts, and unallocated annuity contracts issued by

member insurers.

Sec. 2. Sectlion 508C.3, subsection 3, paragraph d, Code
Supplement 1987, is amended by striking the paragraph and
inserting in lieu thereot che following:

d. An unallocated annuity coatract issued to an employee
benefit plan protected under the federal pension benefit
guaranty corporation, which is not issued to or in connection
with a specific employee, ynion, or association of natural
perscns, ar any portion of & financial guarantee,

Sec. 3. Section 508C.3, subsection 3, Code Supplement
1987, is ameanded by adding the following new paragraph:

NEW PARAGRAPH. h. An annuity contract issuved to a
government lottery or to a liability insurer in connection
with a structured settlemant.

Sec. 4. Sectlon 508C.5, subsection 1, Code Supplement
1987, is amended to read as follows:

1. “Account” means any of the three four accounts created
under section S0B8C.6.

Sec. 5. Sectiomn $08C.5, subsection 10, Code Supplemént
1987, is amended to read as follows:

House File 2296, . 2

10. “Premiums"” means direct gross iasurance prem:.ns and
annuiLty considerations received on covered policies, _z2s3
ceturn insurance premiums and annuity considerations :ad
dividends paid or credited to policyholders on the d::ect
business. “Pcemiums" do not include pcemiums and
considerations on contracts between insurers and reinzurecsy
or-amounts-recerved-and-hetd-by-n-membec-tnancer-tn-22-acconnt
or-fund-uniess-and-untii-the-amounts-sre-applted-by-s=e-membes
tnsorer-to-the-purchase-oé-an-annnity-se-okther-benef:--Ear-q
specifie-pecaon,

Sec. 6§, Section S08C.5, Code Supplement 1987, is :nended
by adding the following new subsection:

NEW SUBSECTION. 13. "Unallocated annuity contrac:” means
a guaranteed investment contract, deposit administrat_on
contract, unallocated funding agreement, or any other annuity
contract which is not issued to and owned by an indiv_dual,
except to the extent of any annuity benefits guacante:zd to an
individual by an insurer under such a contract or cer:ificate.

Sec. 7. Sectlon S08C.6, subsection 1, paragraph c. Code
Supplecient 1987, is amended to tead as Follows:

€. An anmuity account. A plan established under saction

A03({b) of the United States Intecnal Revenue Code shall be

covered by the annuity account.

Sec. 8. Section 508C.6, subsection 1, Code Suppleneat
1987, is amended by adding the following new letteced
paragraph;:

NEW LETTERED PARAGRAPH. d. An unallocated annui:.
contract account.

Sec. 9. Section 508C.8, subsection 8, Code Supplenant
1987, is amended to read as follows:

8. The contractual obligations of the insolveant :-surer,
for which the association becomes or may become liabiz, are as
great as but not greater than the contractual obligat.ons of
the insolvent insuter would have been 1n the absence :§ an
insolvency, unless the obligations are reduced as per=itted ia
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this chapter. However, with respect tc any one life, the
aggregate liability of the association shall not exceed one
hundred thousand dollacs in cash and te:zmination values, or
thcee hundred thousand dollars €or all benefits, including
cash and termination values, death benelits, annuity payments,
accident and health benefits, and all ocher amounts payable
under all policies or contracts of the iasolvent insurer.

With respect to any one holder of an unallocated annuity

contract, the aggreqate liability of tha association shall not

exceed one million dollars of contract benefits, ircespective
of the number of contracts held by the contract holder.

Sec. 10. Section 508C.9, subsectlon 5. Code Supplement
1987, is amended to read as follows:

S. a. The total of all assessments upon a member insurec
for each account shall not in any one calendac year exceed two

percent of the insurer's premiums received in this state
during the calendar year preceding the assessment on the
policies related to that account. IE the maximum assessment
for _any account, together with the other assets of the
association in either the account. does not provide in any one
year in either the account ap amount sufficient to carry out
.the cesponsibilities of the association, the necessaty

theceafter In succeeding years as permitted by this chapter.

b, If the maximum assessment under oparagraph "a" for any

account, other thap the health insurance account, does not
provide an amount sufficlent to carry out the responsibilities

of the assoclation in any succeeding year, the board, pursuant
to subsec¢tion 3, paragraph “a", shall asgess the necessary

additional amount and allocate the amount for assessment among

in the

account, to the life insurance account: from the unallocated

House File 22%35, p. 4

annuity contract acgeunt, t2 the annuity account, =5 the life

DONALD D. AVEWSOHN
Speaker of the House

JO AMN ZIHMMERMAN
President of the Serate

I hereby certify that this bill originated in the House anc
is known as House Pile 2296, Seventy-second Genera: Assembly.

JOSEPH O'HERR

- Chief Clerk of the Kcuse
Approved 22 . 1988

TERRY E. BRANSTAD
Governor




