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1 An Act relating to nontraditional insurance arrangemen:s by 

2 prohibiting the incorporation or reincorporation of a 

3 benevole'lt association, providing for the regulation of risk 

4 retention groups and purchasing grOIJps, increasing surplus 

5 req'lirements Eor recip~ocal insurers and repea!ing an 

6 exemption to the applicaOllity of state law to certain 

7 reciprocal insurance contracts, and providing penalties. 

8 BE IT ENACTED BY THE GEKERAL ASSEMBLY OF THE STATE OF IOWA: 
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Section 1. NEW SECTION. S12A.9 INCORPORATIO~ OF 

2 BEN~VOLENT ASSOCIATIONS PROHIBITED. 

3 ~otwithstandi~g a~y provision of this chapter ~o the 

4 contrary, a benevole~t association shall ~ot be ~nccrpora~ed 

S or ~ei~corporated i~ this s:ate on or after :uly 1, :988. A 

6 benevolent associatio~ incorporated beEo=e Jllly 1, 1988, 

7 contlnues to be subject to the provisions of this chapter. 

8 Sec. 2. NEW SECTION. 515E.1 PURPOSE. 

9 The purpose of this chap~er is to regulate the for~atior. 

10 dnd operation in this state of risk retention groLps formed 

11 ptlrsuant to the Product Liability Risk Retention Act of 1981, 

12 15 U.S.C. § 3901 ec seq., Or t~e Risk Retentio~ Ame~dments of 

13 1986, Pub. L. No. 99-563. As "sed in this chapter, ":ederal 

14 Act" means the ProdLct Liability Risk Retent:on Act of 198: as 

15 amended. 

16 Sec. 3. NEW SECTION. 515E.2 DEFINITIONS. 

17 As 'Ised in th:s chapter, unless the context ot'cerwise 

:8 requires: 

1.9 , 
J. • "Commissior.er" means the commissioner of ':"i:sura:'ice or 

20 the commissione~, di rector f super intendent 0: ~ns;l!:"ance, 'Jr 

21 sl~llar public official, in any other state. 

22 2. 

23 ariSIng 

24 p~oduct 

2S of the 

26 a. 

'1Completed operations :iability" means liability 

out of the installation, mainte~ance, or repair of any 

at a site which is not owned or cont,olled by either 

following: 

A person who performs that work. 

27 b. A person who hires an independent contractor to perform 

28 that work. 

29 However, lIability for activities which are comp:eted or 

30 abandoned before the date of the occurrence g:v:ng r:se to the 

31 liability is included. 

32 3. "DomiCile", for purposes of determining the state in 

33 which a purchas:ng group is domiciled, means elt~er of the 
34 following: 

3S a. For a corporation, the state 1n which the purc~as:ng 
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1 group is incorporated. 

2 b. For an un1ncorporated entity. the state of its 

3 principal place of business. 

4 4 . "Hazardous financial condition!! ~eans a risk reterltion 

5 group not yet financially impaired or insolve~t. wh!ch. based 

6 on its present or reasonably anticipated financia: condition, 

7 1S unl1kely to be able to do one of the following: 

8 a. Meet obligations to policyholders with !espect to ~nown 

9 claims and reasonably anclc!pated claims. 

10 b. ?ay other obligations in the normal course of bus1ness. 

11 s. "InSllrance 'l means primary insurance, excess insurance, 

12 reinsurance, surplus lines insurance. and any other 

13 arrangement for shifting and distributing risk which is deter-

14 mined to be insurance under the laws of this state. 

15 6. "Liability" means legal liability for damages, 

16 includ1ng costs of de~ense. legal costs and fees, and other 

.~: 
19 

claims expenses. because of injuries to other persons. damaqe 

to their property, or other damage or loss to other persons 

resulting from or ar1sing out of either of the foclowing: 

20 a. A busiIless, whether profit or nonprofit, trade, 

21 product. services. :ncluding professional serv:ces. premises. 

22 or operations. 

23 b. An activity of a state or local government, or an 

24 agency Or political subdivision of state or local government. 

25 "Liability" does not include personal risk liability a~d an 

26 employer's liability with respect to its employees other than 

27 an employer's legal liability under ~he federal E~ployers' 

28 Liability Act. 45 U.S.C. § 51 ec seq. 

29 7. "Personal risk liability" ~eans liability ~or damages 

30 because of injury to a person, damage to pro?erty. or other 

31 loss or damage resulting from personal. familial. or household 

32 responsibilities or activities. rather than from respon-

33 sibilities or activities referred to in subsection 6. para-

34 graphs Ila" and I'b't. 

8. >'?lan of operaticn or a feasit>ility study" means an 
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1 a:1alys~s which prese:;ts tr.e expected ac!:ivit.ies and re5;~lts of 

2 a risk retention group including, at a mInlmum, all of the 

J following: 

~ d. (r.(o(r:l.ation sur:icient to verify that :..ts members ..::.-e 

5 e~gaged in busillesses O~ activities similar or related with 

6 respect :0 the liability to which such reembe:s are exposed by 

7 vir~.ue of any related, similar, or comrnon business, trade, 

8 produrt, services, premises, or operations. 

9 b. For each state i~ which it intends to operate, the 

:0 cove:.-ages, deductibles, coverage iimits, rates, a~d ~atir.g 

l~ class~fication systems ~O~ each line of insu~ar.ce the group 

12 intends to offer. 

13 c. Hlstor:cal and expected loss experience of the proposed 

14 ffiembe~s and national expecience of similar exposures. 

IS ct. Pro forma financial stateme~ts and project:o~s. 

16 e. Appropriate opinions by a qualified, indepe~de~t 

17 casualty actuary, incl~ding a determinatior~ of :ni:limllffi rre~lll~ 

18 or participation levels reqJired to comme~cp operacions and tc 

19 prevent d hazardo~s financial condition. 

20 f. Identification of management, underwriting and claim 

21 procedures. mar~eting methods, managerial oversight methcds. 

22 i~vestmer.t policies. and reinsurance agreeme~ts. 

23 g. Identification of each state in which the r~s~ 

24 retention group has obtained, or sought to obta:n, a charter 

25 and :~ce~se. and a description of its status i~ each such 

26 state. 

27 h. Other matters prescribed by the commissicner for 

28 liability insurance companies of the state in which the rlS~ 

29 retention group is chartered or authorized by its insurance 

]0 laws. 

31 9. "P~oduct liability" means liability for damages because 

32 of personal injury. death. emotional harm. consequent:al 

33 economic damage. or property damage. inCluding damages resu~t-

34 ing from the loss of use of property. arising out o~ :~e ma~u-

35 facture, des~gn, importation, distribution, packagiIlg, 
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1 labeling. lease. or sale of a product. bllt does not include 

2 the liability of a perso~ ~or ~hose damages if the product 

J involved was in the ?ossession of ~he person Nhen the incident 

4 glv~ng rise to the claim occurred. 

10. "?urchasing group" means a group to which all of the 

a. It has as one of its purposes the purchase of lidbility 

8 insurance on a group basis. 

9 h. It purchases such insurdnce only for its group members 

10 dnd only to cover their similar or related liability exposure. 

11 as described in paragraph lIe". 

12 c. It 1S composed of members whose businesses or act IV-

1.3 ities are similar or related with respect to the liability to 

14 which members are exposed by virtue of any related. similar. 

15 or co~mon business, trade, product, serVlces, premises, or 

16 operations. 

17 d. It is domiciled in any state. 

18 11. "Risk retention grocp'l means a corporation or other 

19 limIted liabilIty association formed under the laws of any 

20 state. Bermuda. or the Cayman Islands and to which all of the 

21 

22 

following apply: 

a. rts primary activity consists of assuming and spreading 

23 all. or any portion. of the liability exposure of its group 

24 members. 

25 b. It IS organized for the primary purpose of conductIng 

26 the activity described u~der paragraph "a II • 

27 c. One of the following applies: 

28 ( 1 ) It is chartered and licensed as a liability insurance 

29 company and authorized to engage in the bllsiness of insurance 

30 under the laws of any state. 

31 (2) Before January 1. 1985. it was chartered or licensed 

32 and authorized to engage in the business of insurance under 

33 the laws of germuda or the Cayman !s:ands and. before that 

date. had certi~ied to the commiSSIoner of at least o~e state 

that it ~;atist~ed the capital~zaticn reqUirements of that 
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1 state, excep~ that a~y s~~ch group is a risk rete~t~on group 

2 ()n:y if it has been e~gaged i~ business conti~uous:y Si!lce 

3 :h~t date a~d or.ly Eo: the p~rpcse of continuing to p~ovide 

~ lIlsurance ~o cover product liability or comp:eted cpe:ations 

~ liabiiity, as those te:;ns were de~ined i~ the p=cduc: 

6 ~~dbiiity ~isk Retention Act of 1981, 15 U.S.C. § 3901. before 

7 the date of the enactment o~ t~e Risk Retentio!~ AmendmerltS cf 

8 1986. Pub. L. No. 99-563. 

9 d. It does not exclude any person from me~bership in :he 

:u group solely to provi.de ~or me~Ders of the g~oup a compet~tive 

"" advantage over such a perso~. 

12 e. One of the following applies: 

13 (1) It has as its members only persons who have an owner-

1.~ ship lllterest i~ the group. and as its owners o~ly pe~so~s who 

15 ure members and are provided insurance by the risk re~en::on 

16 group. 

17 ( 2 ) It has as its sole member and sole owner an organ~za-

18 tion WhlCh is owned by persons who are provided insurance by 

19 the risK retent~on group. 

20 (3) It has as its sole owner an organizatlo~ wh~ch has as 

21 its members only persons who comprise the membership of ~he 

22 risk retention group, and the organization members are the 

23 only persons who comprise the membecship of the risk retention 

24 group and who are provided insurance by the group. 

25 E. Its members are engaged in businesses or activities 

26 slmilar or related with respect to the liability to w~:ch the 

27 members are exposed by virtue of a related. similar. or common 

28 business trade, product. serVlces. premises. or operatior.s. 

29 g. Its activities do not inc!ude the provisio~ of ins~r-

30 ance other ~han the following: 

31 (1) Liabillty Insurance for assuming and spreading ali or 

32 any portion of the liability of its group members. 

13 (2) Reinsurance with respect to the liability of any other 

34 r:sk retention group. or any members of another such group. 

35 which is engaged in businesses or activities so that the group 

-5-

e· 



S ~ 

• i.: • E.F. ~3o.3 

I Or member meets the requireme~t described in paragraph "f" 

2 from membership in the ~isk retention group wh:ch provides the 

3 reir.surance. 

4 h. Its name lncludes the phrase "risk rete~tioll group". 

12. "State" means a state of the United States or the Ois-

6 trict of Co~umbia. 

7 Sec. 4. NEW SECTION. 5152.3 RISK RETENTION GROUPS ORGAN-

8 IZED IN THIS STATE. 

9 To be organized as a risk tetention group in this state, 

10 the group must be organized and licensed as a liability 

11 insurance company authorized by the insurance ~aws of this 

12 state. Except as provided elsewhere in this chc.p:er, a risk 

13 retention group organized in this state must comply with all 

14 ot the laws, rules, and requirements applicable to liability 

15 insllrers orgallizpd in this state. Addi~:iollally, a risk 

16 recen~ion group organized in this state must comply with 

section SlSE.4. These requirements do not exempt risk 17 

.•.. 18 
19 

[ete:1tion groups from a duty imposed by any other law or rIlle 

of the state. Before it may offer insurance in 

20 each risk retention group shall also submit for 

any state, 

approval to 

21 the co:n;nissloner of insurance of this state a £lean oe 
22 operation or a feasibility study, and revisions of the plan or 

23 study within ten days of any change. The name under Wh1Ch a 

24 risk retention group may be chartered a~d licensed shall be a 

25 brief description oE its membership followed by the phrase 

26 "[15k retention group" and, unless its membership consists 

27 solely of inSurers. shall not include the te~ms "insurance", 

28 ·'mutua.l" 1 IIreciprocal", or any similar term. 

29 Sec. 5. m:w SSCTION. 515£.4 RISK i{ETENTLON GROUPS NOT 

30 ORGANIZeD IN THIS STATE. 

31 Ris;'; retention groups chartered 1n other states and seek:ng 

32 to do :'USlness as a risk retention group in this s~ate must 

33 observe anti abide oy the laws of this Sta'C.e as provided in 

34 this section_ '_3') Eowevec, a risk reter,tiQn group taili;lq to quai:'fy und2r 
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1 the definitional requi~ement of the federa~ Act, wil: ~ot 

2 bpnef~t from this exprnptin~ ~rom state law. 

J therefore, ~ay apply ally of the laws tha: otherw[se ~ay be 

4 preempted by the federal Act because the nonexc~p: gro~p wil: 

S ~ot qualify ~or the preemptioIl. 

6 

7 

8 

l. 

AGENT. 

tent ion 

~OTICE OF OPERA7:0NS AND DESIGNA~rON Of COM~ISS=O~ER AS 

Before ofEerl~g insurance :n thlS state, d r:sK re

group shal: submlt to the commissioner al: of the 

9 following: 

10 d. A statement identifying :he state or states in wh:ch 

:1 the risk retention group is chartered and lice~sed as a lia

L2 bility LnStlrance compa~y, date of chartering, its p:~t1C~Pdl 

l3 place of business, and other inforrr.ation, lnc:uding intor~a

:4 :i()Il on its membership, as the conmissicner o~ this state re-

15 quires to verify that the risk retention group is qua:lfled 

16 under section 515E.2, subsection 11. 

:7 b. A copy of lts plan of operations or a Eeas:bi:ity study 

i8 and revisions of the plan or study submitted :0 its state of 

:9 dorr.ic::e. However, the provision relating to the submission 

20 of d plan of operation or a feasibility study does not apply 

21 with respect to a li~e or classlfication of liabllity insu.-

22 ance which was defined 1n the Product Liabi1:ty RiSK Retention 

23 Act of 1981 before October 27, 1986, and was offered before 

24 that date by a riSK retention group which had been organized 

25 and operating for not less than three years before that date. 

26 c. A statement of .egistration which designates t~e corr.-

27 missIoner as its agent for the purpose of receiving service of 

28 legal documents or process Eor which a :i1ing fee set by t~e 

29 co~mis5ioner shall be paid. 

30 d. ~he r1sk retention group shall submit a copy o~ any 

31 revision to its plan of operation or feasibIlity study 

32 required by section 515£.3 at the same time that such revision 

33 cs submItted to the commissioiler of ltS charterIng state. 

34 2. FINANCIAL CONDITION. A riSK retention qrollp doing 

35 business in this state s~all submIt to the comrr.issioner dll of 

-7-
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1 the following: 

2 a. A copy of the group's financial state~ent submitted to 

3 its state of do~icile, which shall be certified by an in-

4 dependent publlC accountant and contain a statement of oplnlon 

5 on loss and loss adjustment expense reserves ~ade by a member 

6 of the American academy of actuaries o~ d quallfied loss re-

7 serve specialist under criteria established by the national 

8 association of insurance cOffiffiLssioners. 

9 b. A copy of each examination of the risk retention group 

10 as certlfied by the commissioner or publlC official conducting 

11 the examination. 

12 c. Upon request by the commissioner, a copy of any audit 

13 performed with respect to the riSk retention group. 

l4 d. :nformation required to verify its continuing quali-

15 Eication as a riSK retention group under section 515E.2, 

16 subsection 11. 

'7 3. TAXA~ION. ·e ~8 a. Premiums paid for coverages within this state to ~is~ 
19 retell:ion groups are subject to taxation as provided in 

20 section 432.5. 

21 b. To the extent agents or brokers are used, they shall 

22 report and pay the taxes for the premiums for risks which they 

23 have placed with or on behalf of a risk retention group not 

24 chartered in this state. 

25 c. To the extent agents or brokers are not ~sed or fail to 

26 pay the tax, each risk retenclon gro~p shall pay the tax for 

27 risks insured within the state. Each risk retention group 

28 shall report all premiuffis paid to it for risks lnsured within 

29 the state. 

30 4. CO~PLIANCE W:TH UNFAIR CLAIMS SETTLEMEN~ PRACTICES LAW. 

31 A risk retention group, its agents, and representatives, shall 

32 comply with the unfair claims settlement practices law in 

33 section 507B.4, subsection 9. 

A3~ 

.35 

5. DECEPTIVE, FALSE, OR FRAUDULSNT PRACTICeS. A risk re

tention group sha~l cc~ply with sections S07B.3 and 507B.4 
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i :egardi~g deceptive, false, or fraudulent ac~s C~ practices. 

2 HQweve(, 1f the commissioner see.{s a:1 inju:1c:ion cegacdl:1g 

3 s~ct conduct, the injunction mllS~ be cbtai~ed [ronl d CQ~~t of 

4 ccmp0tell~ ~ur~sdiction. 

6. E:XAA:NA?:()N REGARDING FINANCIAL C:Or-;DIT:OK. "r:.sk re-

{1 r.ention group shall. submit to a:~ exar:1ination by the cO:nr:1is-

7 sioner :0 determine its financial condi~ion if ~he 

8 cO:1U"issioner oE the jurisdiction in wh':'ch the group is 

9 chartered has not initiated an exa~inatio~ cr does !:ct 

10 inltiate an exami:1a:1on within sixty days af~er a request by 

"" the commissioner of this state. Any such exami:1atic:1 shail be 

12 coordinated to avoid unjustified repetition ana conducted ill 

13 an expeditious manner and in accordance with t~e ~atiQnal 

14 association of insura~ce commissioners' exa~lner ~andboQk. 

lS 7. NOTICE TO PURCEASERS. Every applica:io~ form Eor 

16 insurance from a rlSK retention agency and every POllCY iss~ed 

17 by a rlsk retention group shall contain in ten-point type an 

18 the front page and the declaration page, the ro"10wln9 notice: 

:9 NOTICE: 

20 ~hLs pOI1Cy is issued by your r:sk retention group. Your 

21 risk retention group may not be subject to ac: of the :nsur-

22 ance laws and reg~lations of your state. State insura:1ce 

23 insolvency guaranty funds are not available :or your ris~ ce-

24 tent ion group. 

25 8. PROHIBITED ACTS REGARDING SOLICITATION OR SA::'E. The 

26 following acts by a risk retention group are prohibited: 

27 a. The solicitation or sale of insurance by a risk re-

28 tent ion gcoup to a pecson who is not el1gible for ~eIT.bership 

29 ln the 

30 b. 

31 of, a 

grol:p. 

The solicitation or 

risk retention group 

sale 

that 

~" '-'" 

is 

illsura~ce oy, or operatlo~ 

in a ~aza~dous financial 

32 condlt1on Or is financially impaired. 

33 9. ?ROHIB:TrON AGAINST OWNERSHIP BY A~ :NSuRAr-;CE COMPA~I. 

34 A risk retention group shall not be allowed :0 do business in 

35 this state if an insurance compa~y is ditectiy or indirectly a 
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1 member or owner of the rIsk retention group, other than 1n the 

2 case of a risk retention group all of whose members are lnsur-

3 ance companies. 

4 10. ?ROHIBITED COVERAGE. A risk retention group shall not 

5 offer insurance policy coverage prohibited by :aw or declared 

6 unlawfUl by the highest court of this state. 

7 l1. DELINQUENCY PROCEEDINGS. A risk retention group not 

8 chartered in this state and doing business in this state shall 

9 comply with a lawful order issued i~ a voluntary dissolution 

10 proceeding or in a delinquency proceeding co~~enced by a state 

II insurance c0I1UniSS1oner if there has beer, a findinq of 

12 fina~cial impairment after an examination under subsec:ion 6. 

l3 Sec. 6. NEW SECTION. 515E.5 COMPULSORY ASSOCIATIONS. 

14 A risk retention group shall not join or contribute 

15 financially to an insurance insolvency guaranty fund, or 

16 similar mechanism, in this state, nor shall a risk retentiol~ 

group, or its insuredS, receive any benefit f~om an insurance 

insolvency guaranty fund, or sirr.ilar mechanisx, in th~s state, 

fo~ c:aims arising out e)f the operations of the risk retention 

20 group. 

21 Sec. 7. NEW SECTION. 515E.6 COUNTERSIGNA~~RES NOT 

22 REQUIRED. 

23 A policy of insurance issued to a ~lsk retent10n gro~p or a 

24 member of that group is not required to be countersigned dS 

25 otherw1se provided in sections 515.22 and 515.52. 

26 Sec. 8. NEW SECTION. 515E.7 PURCHASING GROUPS 

27 EXEMPTIONS. 

28 A purchasing group which meets the criteria establiShed 

29 under the federal Act 1S exempt from any law of this state 

30 relating to the creation of groups for the pu~chase ot 

31 i~surance, the prohibition of group purchasing, the 

32 cO'lntersignature requirement as provided in sections 515.22 

33 and SiS.52, or any law that would discr1minate against a 

6 34 

.15 

purchasing group 0: its members. An insurer is exempt Ero:t\ 

any law of chis state which prohibits providi~g, or offering 

- :.0-
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_ to provIde, to d purchasing group or lt~ mexbers adva~taqes 

) based on :heir loss and expense experie~ce 110~ ~f~orded to 

1 other persorls with ~espect to ~ates, policy for~s, coveraqps, 

4 or Illher matters. A purchasing grollp 1S sub:ect ~o all o·her 

5 dPplicaole :aws. 

6 Sec. 9. NEW SEC~IO~. 515E.8 PURCHASING GROCPS -- RE-

7 Q(j ~ R EMENTS . 

8 1. A purchasing group wnich intends to do busi~ess :n tn1s 

9 state shall, prior to doing bus1ness, E~r~ish not~ce to the 

:'0 cOIl\f1issio:"ler which :"lotice shall include all 0: the followi~g: 

: 1 

12 

13 

14 

a. 

states 

b. 

'dhicr. 

The state in which tr.e group 1S domiciled and a:l 

in which the group does or inte~ds ~o do bus~ness. 

T~e :ines and c:assificatio~s of liab~~ity 1nsura~ce 

the purchasing group intends to purchase. 
'0 c. , ) The InSurance company frcm which the group intends to 

16 purcnase irs Lnsurallce and the domicile of that comparlY. 

17 d. The principal piace of bus~ness of the group. 

18 e. The method by which, and the person O~ persons, if any, 

19 through whom insurance will be offered to i~s members wr.ose 

20 ris~s are res1dent or located in this state. 

7.1 f. Other information as required by the co~~issioner to 

22 verify that the purchasing group is qualified under section 

23 515£.2, subsection 10. 

24 2. 

25 any ot 

A purchasing gro~p, within ten days of any changes in 

the items set forth in subsection 1, shall notify the 

26 commissioner of the changes. 

27 3. The purchasillg group shall register with and desLgnate 

28 t~e commissioner as its agent solely for the purpose of 

29 receiving service of legal documents or process, :or WhiCh a 

30 filing fee deterIT.ined ~y ~he commissioner shall DP. paid, 

3l except that the requirements do :"lot apply 1n the case of a 

32 purchasing group to which all of the following apply: 

13 d. It was dom1ciled before April 2, 1986 and is domicilea 

34 on and a:ter October 27, 1986, in any state of the United 

3'0 States. 
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1 b. Before and s~nce October 27. 1986. it purchased :nsur-

2 ance from an insurance carrier licensed in any state. 

3 c. It was a purchasi~g group under the requirements o~ the 

4 Product Liability Reten:io~ Act of 1981 before Oc:eber 27, 

S 1986. 

d. It does net purchase insurance that was not authorized 

7 fer purposes of an exemption under that Act. as in e:fect 

8 before October 27. 1986. 

'l Sec. 10. NEvi SECTION. 515E.9 PURCriASING GROUP 
--~,-----

10 RESTRICTIONS. 

~l A purchasing grollp shall not purchase insurance frOln a risk 

12 retention group or from an insurer unless one or ~ore of the 

:3 following conditions apply: 

14 1. The risk retention group IS licensed or organlzed in a 

15 state in wbich the purchasing group is located. 

16 2. The insurer is admltted in the state in which the 

. ,.17 

W 18 

purchasing group IS lecated . 

3. The purchase is effec:ed through a licensed agent or 

!9 broker acting pursuant to the surplus li'les !aws and rules of 

20 the state in wh~ch the purchasing group is :ocated, regardless 

21 oE whether the insurer is admitted in chdt state or ~he risk 

22 re:en~ion group is licensed or organized in that state. 

23 4. A purchasing group which obtains liabillty insura!'ce 

24 from an lnSllrer not admitted in this state or a risk retention 

25 group shall inform each of the members oE the group. WhiCh 

26 have a risk resident or located in this state. that the risk 

77 IS noc protected by an insurance lnsolvency guaranty fund i~ 

28 this state. and that the risk retention group or insurer may 

29 not be subject to all i~surance laws and regulations of thIs 

JU stdte. A purchasing grollp shall ~ut purchase ins~rance 

J: providing for a deductinle or self-insured ret2r.tion, ~nless 

32 the deduc~lble or se~f-insured retention is applicable to 

33 individ~al members of the purchasing group . 

• 34 Sec. :: . NEW SECTION. 515£.10 COfo'.MISSION£R' S 

.. 3') A'J.'1DiISTRATIVE AND PROCEDURAL AUTHORITY. 
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1 The corrt-n':"ssioner r.tay make use of any of t~t::? powers 

2 es~ablished ~~de( ~r.e laws of this s:ate to e~force the ldws 

3 cf this 5~ate so long as ~hose powers are not specif~ca::y 

4 preempted by the federd: Act, inc:uding but ~ot l~~I~ted ~0, 

5 the cOrr'J11issioner's d~thority to investigate, issue sub;>oenas. 

6 cond~ct depositions and hear~ngs. 1ss~e oeders. i~pose 

7 pend_ties, dnd see~ :~junctive relief. with regard to an 

8 investigation, administrative proceedl~g. or litigatior.. the 

9 corr.rr.1SSloner may rely en the procedi.l!."al law a!~d cJles of t:-:e 

::"0 stdte. 

11 Sec. 12. NEW SECTION. 5~5E.ll PENALTIES. ---- -~---

:2 A risk retention group wh:ch violates a provision of :his 

13 chapter is subject to fines and per.alties aoolicable to 

:4 licensed i~su~ers generally, includ:ng !evoca~ion of the 

15 group's license and of the r1ght to do business in this state. 

:6 Sec. 13. NEW SECTION. SlSE.12 LIC~NSE REQUIRED FOR 

17 AGENTS AND BROKERS. 

18 A person acting, or offerlng to act, as an agent or broker 

19 for a risk retention group or purchasing group, Which S011C:ts 

20 members, sells or procures insurance coverage. purchases 

21 coverage for its members located within the Stdte, or 

22 otherwise does business in this state shall., ~efore commencing 

23 any such activity, obtai~ a license from the commlSSloner. 

24 Sec. 14. NEW SECTION. 515E.13 EFFECT OF FEDERAL DiSTR:CT 

25 COURT ORDERS. 

26 An order issued by a district court of the ~nited States 

27 en)Olnlng a tisk retention group from solic1ting or sell~ng 

28 insurance, or operating, in any state, or i~ all states, or i~ 

29 any territory or possesslon of the United States. upon a 

30 finding that such a group is in a hazardous or i~palred 

31 financial condition, is enforceable In the ccurts of this 

32 state. 

33 Sec. ,5. NEW SECTION. 5~5E.14 RULES. 

34 The COffimlSS10ner may establish and from time to t~me amend 

35 ,ules relating to risk retention groups as necessa,y or 

-13-



-e ~ desirable to 

2 Sec. 16. 

J [ollo\o;s: 

~3o.3 

carry out the provlsions o~ thlS chapter. 

Section 520.9, Code 1987, :s amended to read as 

4 520.9 STANDARD O? SOLVENCY. 

5 There shall at a~: t~mes be mai~tained as assets a s~m i:l 

6 cash, or in securities of the ki:ld designated by the laws of 

7 ~he state where the principal office is located for the 

8 inves~ment of funds of insurance compan:es, equal to one 

9 hundred percent of the net unearned premiums or deposi~s 

:0 col!ected and credited to the account of subscribers, or 

!1 assets equa! to fifty percen~ of the net annual deposits 

12 ccllected and credited to the account of subscribers en 

13 policies having one year or less to run and pro rata on those 

14 for Lenger periods; 1n addit10n to which there shall be 

15 maintained in casn, or in such securlcies, assets suf::cient 

16 to dlscharge all liabilities on al! outstanding losses aris:ng 

under policies :ssued, the same to De calculated in accordance _17 
~l8 wlth the laws o~ the state re~ating to slmi!ar reserves for 

19 companies insuring similar risks; provided that where the 

20 assets on hand available for the payment of losses other than 

21 determined losses, 3i-taB; do not equal th!'ee-htl:\cired-thot!~8~d 

22 two millien dollars, all liabil:ty for each determined loss or 

23 clalm deferred fer more than one year, shall be provided Ear 

24 by a special deposit in a trust compdny or bank having 

25 fiduciary powers of the state in which the prlnclpal office lS 

26 located, to be used in payment oE compensatlon benefltS for 

27 disability; such deposit to be a trust ~und and app!icable 

28 only to the purposes stated, or such lidbility may be 

29 reinsured in authorized companies with a surplus of dt leas: 

Fer ~he pi..:.rpose 

31 of ~eid ~ch reserves, net deposits she:l be cc~s~rued ~o ~ean 

32 the advance payments of s~bscribers after deductlng therefrom 

33 the a~Ollnt specifically provided in the subscr~bers' 

,.34 a<;:;:eements for expenses. If at any time the assC'~s 

~ 35 cash U~' such securities Sha~l be less t~an req~ired 
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:ess than three-htlMd~~ci-~ho~~a~d two ~l~,l~on dollars, c~e 

2 scbsc:~ber5 or their attorney tor t~em shall ~a~e ~p the 

3 de~iciency within thir=y days after nut:ce ~rQ~ :~e 

~ cumIn':"ssio::er of insu:'-d:~ce :5e tG clG :..:;c. :n co:npuc .Lng l:,e 

5 dSSets required by th~s sec:ion, the areou~t speci~~ed in 

6 ::!oo~eet±-el"t-1-7 :::;ect':'on S20.4, subse.c~)o;-; 7, sr.a:: De :'~clllded. 

7 Sec. , -
-'- I • ~cw SECTION. 520.9A SOLV£~CY S~AS~ARO --

8 ~RANSIT!ON. 

9 ~otwithsca~d~ng sect':'cn 520.9, a rec~proca: or i~ter-

:0 insurance insurer a~tho~ized to t~ansact busi~ess in this 

11 state prior to Ju~y 1, 1988, may continue in operatic~ pro-

:2 vided Chat the ':'nsurer contribc~es an additional ten percer.: 

13 of the previous year ending capita: and surpl:;s to capital and 

:~ s~r~:~s each year. :f an ins~rer fails to ccntrib~te ~he 

lS add~t;'onal ten percent, :he corrlmissione~ of ':'ns:...i:a::ce :nay 

:6 :evoke the insurer's authorization ~o de b~!si~e~s in this 

:7 stdte. ':'he insurar.ce corrJT.issioner :nay waive this ~eq"l,err.e!':t 

18 Eo, jU5~ cause shewn. 

Sec. :8. Section 520.22, Code 1987, :s reped~ed. 

20 EXPLANATION 

21 Section I of this bill prov:des that benevole~t 

22 associations shall not be incorpora=ed or rel~corporated ~n 

23 this state on or aEter July 1, 1988. Existing be~evolent 

24 associations are st~ll sllbject to the prcvislc~S cf ~his 

25 chapter ar.d continue [0 be reg~lated by the lns~rance 

26 division. 

27 Sections 2 through 5 of this ~1~, provide Eor state 

28 regu:ation by the ~nsurance division o~ t~e departnent of 

29 cnnmerce o~ ~isk re:enticn (self-insurance) gro~95 ~cr~ed 

3J ~nd0( the fede~al P:oduct Lidbillty R:s~ Re~en:ic:: AC: G~ :9B: 

32 Secc ion 

3.5 Sectlo" 
'. , 
j~ G:-ganized 

3 

~ 

. ~ 
< .. 

of the ~':'l: provides key ~efinitiQ~S. 

req~ires a rls~ re~ent~c~ srollp seeKi~g to be 

th':'s S:ci:e :u be lice:~sed as a l~abi:::y 



"_ 1 feaslbility study to the insurance commissioner. 

2 Section 5 requires out-of-state risk retention groups to 

3 meet certain requirements, including disclosure rules, 

4 designation of the com.'l11ssicner as an agent Eor service of 

5 legal process, and compliance with the unfair claims 

6 settlement practices law, among others. Out-oE-state risk 

7 retention groups also must submit a plan of operation or 

8 feasibility study to the insurance commissioner, and risk 

9 retention premiums are subject to the same taxation as for 

10 foreign-admitted insurers. 

11 Section 6 prohibits risk retention groups from joinlng or 

12 contributing to an insurance lnsolvency guaranty fund. 

13 Section 7 provides that no countersignature is required for 

14 risk retention policies. 

"5 Section 8 exempts a purchasing group meeting federal 

16 req'lirements from certain state laws. 

17 Section 9 requires purchasing groups to furniSh certain 

18 informat1on to the commissioner. 

19 Section 10 bars purchasing groups from purchasing Insurance 

20 from a risk retention group which is not licensed or organized 

21 1n the state under certain circumstances. 

22 Sections 11 anc 12 provide the cow~issioner with 

23 administrative anc rulemaking authority to enforce the bill, 

24 and provide penaltles for violations. 

25 Section 13 requires riSK retention group agents and brokers 

26 to be licensed in the state. 

27 Section 14 provides for state enforcement of ally federal 

2R dIstrict court order finding that a group is In a haz2rdous 

29 financial condition. 

3D Sections 16 through 18 of the bil: relate to reciprocal 

31 insurers. Section 15 increases from $300,000 to $2,aOe,000 

32 the amount that a reciprocal insurer must maintain in surplus 

33 

e:: 
above liabilities from outs~anding losses. 

Section 17 provides that insurers previously authorized to 

operate without $2,QOO,000 in surplus may continue operation 

-16-
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1 provided certain financial conditions are met. 

2 Section 18 repeals section 520.22 which exempts certain 

3 reciprocal insurance contracts from state law, unless other-

4 wise provided. 

5 SIMILAR TO HSB 693 (LSB 7632DH) 

HOUSE FILE 2303 ~. 

FISCAL NOTE 
REQUESTED BY REPRESENTATIVE SIVAfTZ 

In compliance with a 
for HOUSE FILE 2303 
in developing this 
Bureau to members of 

written r~quest received February 18, 1988, a fiscal note 
is hereby', submitted pursuant to Joint Rule 17. Data used 
fiscal note are available from the Legislative Fiscal 

the Legislature upon request. 

House File! 2303 provides for state regulation 
Department of Commerce for risk retention 
agents who offer self insured insurance 
precondition to their sales. 

ASSUMPTIONS 

by the Insurance Division of the 
(self insured) groups. Insurance 
products would be licensed as a 

1. Approximately 200 insurance agents will offer risk retention insurance 
products. 

2. The insurance agent licensing fee will remain at $10.00 annually. 

FI SCAL EFF~CT 

Based on the 
revenue will 

above assumptions it is anticipated that $2,000 in additional 
be raised, while no additional expenditures will be required. 

(Source: Insurance Division) 

FILED MARCH 8, 1988 
(LSB 'lh32H. JEM) 

BY DENNIS PROUTY, FISCAL DIRECTOR 
-L~--------------------------------------------------________________________ __ 

28 

29 

30 

31 

32 

33 

34 

35 
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Small P 
Sch:\ek 

Passed House, Date 

":lOUSE FILE 
3Y (PROPOSED INSURANCE DIVISION 

OF THE DEPARTMENT OF COM

MERCE BILL) 

Passed Senate. Date 
Vote: Ayes Nays 

Approved 

Vote: Ayes Nays 

A BILL FOR 

1 An Act relating to nontraditional insurance arrangements by 
2 prohibiting the incorporation or reincorporation of a 

3 benevolent association, providing for the regulation of risk 

4 

5 

6 

7 
8 

9 
10 

11 

12 

13 

14 

15 
16 

17 
18 

19 
20 

21 
22 

23 

BE 

retention groups and purchasing groups, increasing surplus 

requirements for reciprocal insurers and repealing an 

exemption to the applicability of state law to certain 

reciprocal 
IT ENACTED 

insurance contracts. and providing penalties. 
BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 

TLSB 7632DH 72 

da/jw/5 



S.F. ____ lJ.F. 

1 Section 1. NEW SECTION. 512A.9 INCORPORATION OF 

2 BENEVOLENT ASSOCIATIONS PROHIBITED. 

3 Notwithstanding any provision of this chapter to the 

4 contrary, a benevolent association shall not be incorporated 

5 or reincorporated in this state on or after July 1, 1988. A 

6 benevolent association incorporated before July 1, 1988, 

7 continues to be subject to the provisions of this chapter. 

S Sec. 2. NEW SECTION. 515E.l PURPOSE. 

9 The purpoSe of this chapter is to regulate the formation 

10 and operation in this state of risk retention groups formed 
-

11 pursuant to the Product Liability Risk Retention Act of 1981, 

12 15 U.S:C. § 3901 et seq., or the Risk Retention Amendments of 

13 1986, Pub. L. No. 99-563. As used in this chapter, "federal 

14 Act" means the Product Liability Risk Retention Act of 1981 as 

15 amended. 

16 Sec. 3. NEW SECTION. 515E.2 DEFINITIONS. 

17 As used in this chapter, unless the context otherwise 

18 requires: 

19 1. "Commissioner" means the commissioner of insurance or 

20 the commissioner, director, superintendent of insurance, or 

21 similar public official, in any other state. 

22 2. "Completed operations liability" means liability 

23 arising out of the installation, maintenance, or repair of any 

24 product at a site which is not owned or controlled by either 

25 of the following: 

26 a. A person who performs that work. 

27 b. A person who hires an independent contractor to perform 

28 that work. 

29 However, liability for activities which are completed or 

30 abandoned before the date of the occurrence giving rise to the 

31 liability is included. 

32 3. "Domicile", for purposes of determining the state in 

33 which a purchasing group is domiciled, means either of the 

34 following: 

35 a. For a corporation, the state in which the purchasing 
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1 group is incorporated. 

2 b. For an unincorporated entity, the state of its 
3 principal place of business. 
4 4. "Hazardous financial condition" means a risk retention 

5 group not yet financially impaired or insolvent, which, based 
6 on its present or reasonably anticipated financial condition, 

7 is unlikely to be able to do one of the following: 
8 a. Meet obligations to policyholders with respect to known 

9 claims and reasonably anticipated claims. 
10 b. Pay other obligations in the normal course of business. 

11 5. "Insurance" means primary insurance, excess insurance, 
12 reinsurance, surplus lines insurance, and any other 

13 arrangement for shifting and distributing risk which is deter-
14 mined to be insurance under the laws of this state. 
15 6. "Liability" means legal liability for damages, 
16 including costs of defense, legal costs and fees, and other 

17 claims expenses, because of injuries to other persons, damage 

1It 18 to their property, or other damage or loss to other persons 
19 resulting from or arising out of either of the following: 
20 a. A business, whether profit or nonprofit, trade, 

21 product, services, including professional services, premises, 
22 or operations. 
23 b. An activity of a state or local government, or an 
24 agency or political subdivision of state or local government. 
25 "Liability" does not include personal risk liability and an 
26 employer's liability with respect to its employees other than 

27 an employer's legal liability under the federal Employers' 
28 Liability Act, 45 U.S.C. § 51 et seq. 

29 7. "Personal risk liability" means liability for damages 
30 because of injury to a person, damage to property, or other 

31 loss or damage resulting from personal, familial, or household 
32 responsibilities or activities, rather than from respon-
33 sibilities or activities referred to in subsection 6, para-
34 graphs "a" and "b". 

35 8. "Plan of operation or a feasibility study" means an 

-2-
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1 analysis which presents the expected activities and results of 4It 
2 a risk retention group including, at a minimum, all of the 

3 following: 

4 a. Information sufficient to verify that its members are 

5 engaged in businesses or activities similar or related with 

6 respect to the liability to which such members are exposed by 

7 virtue of any related, similar, or common business, trade, 

8 product, services, premises, or operations. 

9 b. For each state in which it intends to operate, the 

10 coverages, deductibles, coverage limits, rates, and rating 

11 classification systems for each line of insurance the group 

12 intends to offer . . 
13 c. Historical and expected loss experience of the proposed 

14 members and national experience of similar exposures. 

15 d. Pro forma financial statements and projections. 

16 e. Appropriate opinions by a qualified, independent 

17 casualty actuary, including a determination of minimum premium 

18 or partiCipation levels required to commence operations and to 

19 prevent a hazardous financial condition. 

20 f. Identification of management, underwriting and claim 

21 procedures, marketing methods, managerial oversight methods, 

22 investment policies, and reinsurance agreements. 

23 g. Identification of each state in which the risk 

24 retention group has obtained, or sought to obtain, a charter 

25 and license, and a description of its status in each such 

26 state. 

27 h. Other matters prescribed by the commissioner for 

28 liability insurance companies of the state in which the rl;{ 

29 retention group is chartered or authorized by its insurance 

30 laws. 

31 9. ·Product liability· means liability for damages because 

32 of personal injury, death, emotional harm, consequential 

33 economic damage, or property damage, including damages result-

34 ing from the loss of use of property, arising out of the manu-

35 facture, design, importation, distribution, packaging, 
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1 labeling, lease, or sale of a product, but does not include 

2 the liability of a person for those damages if the product 

3 involved was in the possession of the person when the incident 
4 giving rise to the claim occurred. 

5 10. "Purchasing group" means a group to which all of the 
6 following apply: 

7 a. It has as one of its purposes the purchase of liability 
8 insurance on a group basis. 

9 b. It purchases such insurance only for its group members 

10 and only to cover their similar or related liability exposure, 

11 as described in paragraph nco. 

12 c. It is composed of members whose businesses or activ-

13 ities are similar or related with respect to the liability to 
14 which members are exposed by virtue of any related, similar, 

15 or common business, trade, product, services, premises, or 
16 operations. 

17 d. It is domiciled in any state. 

18 11. "Risk retention group" means a corporation or other 

19 limited liability association formed under the laws of any 

20 state, Bermuda, or the Cayman Islands and to which all of the 

21 following apply: 
22 a. Its primary activity consists of assuming and spreading 

23 all, or any portion, of the liability exposure of its group 

24 members. 
25 b. It is organized for the primary purpose of conducting 
26 the activity described under paragraph "a". 

27 c. One of the following applies: 

28 (1) It is chartered and licensed as a liability insurance 

29 company and authorized to engage in the business of insurance 

30 under the laws of any state. 

31 (2) Before January 1, 1985, it was chartered or licensed 
32 and authorized to engage in the business of insurance under 

33 the laws of Bermuda or the Cayman Islands and, before that 
34 date, had certified to the commissioner of at least one state 

35 that it satisfied the capitalization requirements of that 
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1 state, except that any such group is a risk retention group 

2 only if it has been engaged in business continuously since 

3 that date and only for the purpose of continuing to provide 

4 insurance to cover product liability or completed operations 

5 liability, as those terms were defined in the Product 

6 Liability Risk Retention Act of 1981, 15 U.S.C. § 3901, before 

7 the date of the enactment of the Risk Retention Amendments of 

8 1986, Pub. L. No. 99-563. 

9 d. It does not exclude any person from membership in the 

10 group solely to provide for members of the group a competitive 

11 advantage over such a person. 

12 e. One of the following applies: 

13 (1) It has as its members only persons who have an owner-

14 ship interest in the group, and as its owners only persons who 

15 are members and are provided insurance by the riSk retention 

16 group. 

17 (2) It has as its sole member and sole owner an organiza-

18 tion which is owned by persons who are provided insurance by 

19 the risk retention group. 

20 (3) It has as its sole owner an organization which has as 

21 its members only persons who comprise the membership of the 

22 risk retention group, and the organization members are the 

23 only persons who comprise the membership of the risk retention 

24 group and who are provided insurance by the group. 

25 f. Its members are engaged in businesses or activities 

26 similar or related with respect to the liability to which the 

27 members are exposed by virtue of a related, similar, or common 

28 business trade, product, services, premises, or operations. 

29 g. Its activities do not include the provision of insur-

30 ance other than the following: 

31 (1) Liability insurance for assuming and spreading all or 

32 any portion of the liability of its group members. 

33 (2) Reinsurance with respect to the liability of any other 

34 risk retention group. or any members of another such group, 

35 which is engaged in businesses or activities so that the group 
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1 or member meets the requirement described in paragraph "f" 
2 from membership in the risk retention group which provides the 

3 reinsurance. 
4 h. Its name 

5 12. "State" 

includes the phrase "risk retention group". 

means a state of the United States or the Ois-
6 trict of Columbia. 

7 Sec. 4. NEW SECTION. 515E.3 RISK RETENTION GROUPS ORGAN-
8 IZED IN THIS STATE. 

9 To be organized as a risk retention group in this state, 
10 the group must be organized and licensed as a liability 

11 insurance company authorized by the insurance laws of this 

12 state. Except as provided elsewhere in this chapter, a risk 

13 retention group organized in this state must comply with all 

14 of the laws, rules, and requirements applicable to liability 

15 insurers organized in this state. Additionally, a risk 

16 retention group organized in this state must comply with 

17 section 515E.4. These requirements do not exempt risk 
18 retention groups from a duty imposed by any other law or rule 

19 of the state. Before it may offer insurance in any state, 

20 

21 
22 

23 
24 

25 
26 

27 
28 

29 
30 

31 

32 

33 

34 

35 

each risk retention group shall also submit for approval to 

the commissioner of insurance of this state a plan of 

operation or a feasibility study, and revisions of the plan or 

study within ten days of any change. The name under ~hich a 
risk retention group may be chartered and licensed shall be a 

brief description of its membership followed by the phrase 

"risk retention group" and, unless its membership consists 

solely of insurers, shall not include the terms "insurance", 
"mutual", "reciprocal", or any similar term. 

Sec. 5. NEW SECTION. 515E.4 RISK RETENTION GROUPS NOT 

ORGANIZED IN THIS STATE. 

Risk retention groups chartered in other states and seeking 

to do business as a risk retention group in this state must 

observe and abide by the laws of this state as provided in 

this section. 

However, a risk retention group failing to qualify under 
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1 the definitional requirement of the federal Act, will not 

2 benefit from this exemption from state law. The commissioner, 

3 therefore, may apply any of the laws that otherwise may be 

4 preempted by the federal Act because the nonexempt group will 

5 not qualify for the preemption. 

6 1. NOTICE OF OPERATIONS AND DESIGNATION OF COMMISSIONER AS 

7 AGENT. Before offering insurance in this state, a risk re-
8 tention group shall submit to the commissioner all of the 

9 following: 

10 a. A statement identifying the state or states in which 

11 the risk retention group is chartered and licensed as a lia-

12 bility insurance company, date of chartering, its principal 

13 place of business, and other information, including informa-

14 tion on its membership, as the commissioner of this state re-

15 quires to verify that the risk retention group is qualified 

16 under section 515E.2, subsection 11. 

17 b. A copy 

18 and revisions 

of its plan of operations or a feasibility study 

of the plan or study submitted to its state of 

19 domicile. However, the provision relating to the submission 

20 of a plan of operation or a feasibility study does not apply 

21 with respect to a line or classification of liability insur-

22 ance which was defined in the Product Liability Risk Retention 

23 Act of 1981 before October 27, 1986, and was offered before 

24 that date by a risk retention group which had been organized 

25 and operating for not less than three years before that date. 

26 c. A statement of registration which designates the com-

27 missioner as its agent for the purpose of receiving service of 
28 legal documents or process for which a filing fee set by the 

29 commissioner shall be paid. 

30 d. The risk retention group shall submit a copy of any 

31 revision to its plan of operation or feasibility study 

32 required by section 515E.3 at the same time that such revision 

33 is submitted to the commissioner of its chartering state. 

34 2. FINANCIAL CONDITION. A risk retention group doing 

35 business in this state shall submit to the commissioner all of 

-7-
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1 the following: 

2 a. A copy of the group's financial statement submitted to 
3 its state of domicile, which shall be certified by an in-
4 dependent public accountant and contain a statement of opinion 

5 on loss and loss adjustment expense reserves made by a member 
6 of the American academy of actuaries or a qualified loss re-

7 serve specialist under criteria established by the national 

8 association of insurance commissioners. 

9 b. A copy of each examination of the risk retention group 

10 as certified by the commissioner or public official conducting 

11 the examination. 
12 c. Upon request by the commissioner, a copy of any audit 

13 performed with respect to the risk retention group. 
14 d. Information required to verify its continuing quali-

15 fication as a risk retention group under section 2, subsection 

16 11. 

17 3. TAXATION . 

. ~ 18 a. Premiums paid for coverages within this state to risk 

19 retention groups are subject to taxation as provided in 
20 section 432.5. 

21 b. To the extent agents or brokers are used, they shall 
22 report and pay the taxes for the premiums for risks which they 

23 have placed with or on behalf of a risk retention group not 

24 chartered in this state. 

25 c. To the extent agents or brokers are not used or fail to 

26 pay the tax, each risk retention group shall pay the tax for 

27 risks insured within the state. Each risk retention group 

28 shall report all premiums paid to it for riskS insured within 

29 the state. 
30 4. COMPLIANCE WITH UNFAIR CLAIMS SETTLEMENT PRACTICES LAW. 

31 A risk retention group, its agents, and representatives, shall 

32 comply with the unfair claims settlement practices law in 

33 section 507B.4, subsection 9. 

34 5. DECEPTIVE, FALSE, OR FRAUDULENT PRACTICES. A risk re-

35 tent ion group shall comply with sections 507B.3 and 507B.4 
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1 regarding deceptive, false, or fraudulent acts or practices. 

2 However, if the commissioner seeks an injunction regarding 

3 such conduct, the injunction must be obtained from a court of 

4 competent jurisdiction. 

5 6. EXAMINATION REGARDING FINANCIAL CONDITION. A risk re-

6 tention group shall submit to an examination by the commis-

7 sioner to determine its financial condition if the 

8 commissioner of the jurisdiction in which the group is 

9 chartered has not initiated an examination or does not 

10 initiate an examination within sixty days after a request by 

11 the commissioner of this state. Any such examination shall be 

12 coordi~ated to avoid unjustified repetition and conducted in 

13 an expeditious manner and in accordance with the national 

14 association of insurance commissioners' examiner handbook. 

15 7. NOTICE TO PURCHASERS. Every application form for 

• 

16 insurance from a risk retention agency and every policy issued 

17 by a risk retention group shall contain in ten-point type on 

18 the front page and the declaration page, the following notice: • 

19 NOTICE 

20 This policy ~s issued by your risk retention group. Your 

21 risk retention group may not be subject to all of the insur-

22 ance laws and regulations of your state. State insurance 

23 insolvency guaranty funds are not available for your risk re-

24 tent ion group. 

25 8. PROHIBITED ACTS REGARDING SOLICITATION OR SALE. The 

26 following acts by a risk retention group are prohibited: 

27 a. The solicitation or sale of insurance by a risk re-

28 tent ion group to a person who is not eligible for membership 

29 in the group. 

30 b. The solicitation or sale of insurance by, or operation 

31 of, a risk retention group that is in a hazardous financial 

32 condition or is financially impaired. 

33 9. PROHIBITION AGAINST OWNERSHIP BY AN INSURANCE COMPANY. 

34 A risk retention group Shall not be allowed to do business in 

35 this state if an insurance company is directly or indirectly a 
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'. 1 member or owner of the risk retention group, other than in the 
2 case of a risk retention group all of whose members are insur-

3 ance companies. 

,. 

• 

4 10. PROHIBITED COVERAGE. A risk retention group shall not 

5 offer insurance policy coverage prohibited by law or declared 
6 unlawful by the highest court of this state. 

7 11. DELINQUENCY PROCEEDINGS. A risk retention group not 

8 chartered in. this state and doing business in this state shall 

9 
10 

11 

12 

13 
14 

15 
16 

17 

18 

comply with a lawful order issued in a voluntary dissolution 
proceeding or in a delinquency proceeding commenced by a state 

insurance commissioner if there has been a finding of 

financ~al impairment after an examination under subsection 6. 

Sec. 6. NEW SECTION. 5l5E.5 COMPULSORY ASSOCIATIONS. 
A risk retention group shall not join or contribute 

financially to an insurance insolvency guaranty fund, or 

similar mechanism, in this state, nor shall a risk retention 

group, or its insureds, receive any benefit fr.om an insurance 

insolvency guaranty fund, or similar mechanism, in this state, 

19 for claims arising out of the operations of the risk retention 
20 group. 

21 Sec. 7. NEW SECTION. 515E.6 COUNTERSIGNATURES NOT 
22 REQUIRED. 

23 
24 
25 

26 

27 
28 

29 

30 

31 
32 

33 
34 

35 

A policy of insurance issued to a risk retention group or a 
member of that group is not required to be countersigned as 
otherwise provided in sections 515.22 and 515.52. 

Sec. 8. NEW SECTION. 5l5E.7 PURCHASING GROUPS 

EXEMPTIONS. 

A purchasing group which meets the criteria established 

under the federal Act is exempt from any law of this state 

relating to the creation of groups for the" purchase of 

insurance, the prohibition of group purchasing, the 
countersignature requirement as provided in sections 515.22 

and 515.52, or any law that would discriminate against a 

purchasing group or its members. An insurer is exempt from 

any law of "this state which prohibits providing, or offering 

-10-
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1 to provide, to a purchasing group or its members advantages 

2 based on their loss and expense experience not afforded to 

3 other persons with respect to rates, policy forms, coverages, 

4 or other matters. A purchasing group is subject to all other 

5 applicable laws. 

6 Sec. 9. NEW SECTION. SlSE.8 PURCHASING GROUPS -- RE-

7 QUIREMENTS. 

8 1. A purchasing group which intends to do business in this 

9 state shall, prior to doing business, furnish notice to the 

10 commissioner which notice shall include all of the following: 

11 a. The state in which the group is domiciled and all 

12 states in which the group does or intends to do business. 

13 b. The lines and classifications of liability insurance 

14 which the purchasing group intends to purchase. 

15 c. The insurance company from which the group intends to 

16 purchase its insurance and the domicile of that company. 

17 d. The principal place of business of the group. 

18 e. The method by which, and the person or persons, if any, 

19 through whom insurance will be offered to its members whose 

20 risks are resident or located in this state. 

21 f. Other information as required by the commissioner to 

22 verify that the purchasing group is qualified under section 

23 5ISE.2, subsection 10. 

24 2. A purchasing group, within ten days of any changes in 

25 any of the items set forth in subsection 1, shall notify the 

26 commissioner of the changes. 

27 3. The purchasing group shall register with and designate 

28 the commissioner as its agent solely for the purpose of 

29 receiving service of legal documents or process, for which a 

30 filing fee determined by the commissioner shall be paid, 

31 except that the requirements do not apply in the case of a 

32 purChasing group to which all of the following apply: 

33 a. It was domiciled before April 2, 1986 and is domiciled 

34 on and after October 27, 1986, in any state of the United 

35 States. 
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1 b. Before and since October 27, 1986, it purchased insur-

2 ance from an insurance carrier licensed in any state. 

3 c. It was a purchasing .group under the requirements of 

4 Product Liability Retention Act of 1981 before October 27, 

5 1986. 

the 

6 d. It does not purchase insurance that was not 

exemption under that Act, as in 

1986. 

authorized 

7 for purposes of an 

8 before October 27, 

9 Sec. 10. NEW SECTION. 515E.9 PURCHASING GROUP 

10 RESTRICTIONS. 

effect 

11 A purchasing group shall not purchase insurance from a risk 

12 retent~on group or from an insurer unless one or more of the 

13 following conditions apply: 

14 1. The risk retention group is licensed or organized in a 

15 state in which the purchasing group is located. 

16 2. The insurer is admitted in the state in which the 

17 purchasing group is located. 

18 3. The purchase is effected through a licensed agent or 

19 broker acting pursuant to the surplus lines laws and rules of 

20 the state in which the purchasing group is located, regardless 

21 of whether the insurer is admitted in that state or the risk 

22 retention group is licensed or organized in that state. 

23 4. A purchasing group which obtains liability insurance 

24 from an insurer not admitted in this state or a risk retention 

25 group shall inform each of the members of the group, which 

27 

28 

29 

30 

31 

32 

33 

26 have a risk resident or located in this state, that the risk 

is not protected by an insurance insolvency guaranty fund in 

this state, and that the risk retention group or insurer may 

not be subject to all insurance laws and regulations of this 

state. A purChasing group shall not purchase insurance 

providing for a deductible or self-insured retention, unless 

the deductible or self-insured retention is applicable to 

individual members of the purchasing group. 

34 

35 

Sec. 11. NEW SECTION. 515E.IO COMMISSIONER'S 

ADMINISTRATIVE AND PROCEDURAL AUTHORITY. 

-12-
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1 The commissioner may make use of any of the powers 

2 established under the laws of this state to enforce the laws 

3 of this state so long as those powers are not specifically 

4 preempted by the federal Act, including but not limited to, 

5 the commissioner's authority to investigate, issue subpoenas, 

6 conduct depositions and hearings, issue orders, impose 

7 penalties, and seek injunctive relief. With regard to an 

8 investigation, administrative proceeding, or litigation, the 

9 commissioner may rely on the procedural law and rules of the 

10 state. 

11 Sec. 12. N~~ SECTION. 515E.ll PENALTIES. 

12 A r~sk retention group which violates a provision of this 

13 chapter is subject to fines and penalties applicable to 

14 licensed insurers generally, including revocation of the 

15 group's license and of the right to do business in this state. 

16 Sec. 13. NEW SECTION. 515E.12 LICENSE REQUIRED FOR 

17 AGENTS AND BROKERS. 

18 A person acting, or offering to act, as an agent or broker 

19 for a risk retention group or purchasing group, which solicits 

20 members, sells or procures insurance coverage, purchases 

21 coverage for its members located within the state, or 

22 otherwise does business in this state shall, before commencing 

23 any such activity, obtain a license from the commissioner. 

24 Sec. 14. NEW SECTION. 515E.13 EFFECT OF FEDERAL DISTRICT 

25 COURT ORDERS. 

26 An order issued by a district court of the United States 

27 enjoining a risk retention group from soliciting or selling 

28 insurance, or operating, in any state, or in all states, or ~n 

29 any territory or possession of the United States, upon a 

30 finding that such a group is in a hazardous or impaired 

31 financial condition, is enforceable in the courts of this 

32 state. 

33 Sec. 15. NEW SECTION. 515E.14 RULES. 

34 The commissioner may establiSh and from time to time amend 

35 rules relating to risk retention groups as necessary or 
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3 follows: 
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carry out the provisions of this chapter. 
Section 520.9, Code 1987, is amended to read as 

4 520.9 STANDARD OF SOLVENCY. 

5 There shall at all times be maintained as assets a sum in 
6 cash, or in securities of the kind designated by the laws of 

7 the state where the principal office is located for the 
8 investment of funds of insurance companies, equal to one 
9 hundred percent of the net unearned premiums or deposits 

10 collected and credited to the account of subscribers, or 
11 assets equal to fifty percent of the net annual deposits 
12 collected and credited to the account of subscribers on 
13 policies having one year or less to run and pro rata on those 
14 for longer periods; in addition to which there shall be 

15 maintained in cash, or in such securities, assets sufficient 
16 to discharge all liabilities on all outstanding losses arising 

17 under policies issued, the same to be calculated in accordance 
1It 18 with the laws of the state relating to similar reserves for 

19 companies insuring similar risks; provided that where the 
20 assets on hand available for the payment of losses other than 

21 determined losses, ~"a~~ do not equal ~"~ee-"~"a~ea-~"e~~a"d 
22 two million dollars, all liability for each determined loss or 

23 claim deferred for more than one year, shall be provided for 
24 by a special deposit in a trust company or bank having 

25 fiduciary powers of the state in which the principal office is 
26 located, to be used in payment of compensation benefits for 

27 disability; such deposit to be a trust fund and applicable 
28 only to the purposes stated, or such liability may be 
29 reinsured in authorized companies with a surplus of at least 

30 ~"~ee-ha"d~ed-theasa"d two million dollars. For the purpose 
31 of ~a±d such reserves, net deposits shall be construed to mean 
32 the advance payments of subscribers after deducting t"e~e£~om 

33 the amount specifically provided in the subscribers' 
34 agreements for expenses. If at any time the assets so held in 

35 cash or such securities shall be less than required above, or 
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1 less than e"ree-"~~dred-ehettsa~d two million dollars, the 

2 subscribers or their attorney for them shall make up the 

3 deficiency within thirty days after notice from the 

4 commissioner of insurance so to do so. In computing the 

5 assets required by this section, the amount specified in 

6 sttbseee±e~-77 section 520.4, subsection 7, shall be included. 

7 Sec. 17. NEW SECTION. 520.9A SOLVENCY STANDARD --

8 TRANSITION. 

9 1. Notwithstanding section 520.9, a reciprocal or inter-

10 insurance insurer authorized to transact business in this 

11 state 

12 vided 

13 a. 

prior to July 1, 1988, may continue in operation pro

~oth of the following conditions are met: 

The insurer contributes a minimum of an additional ten 

14 percent to capital and surplus each year. 

15 b. The insurer attains the minimum capital and surplus 

16 requirements of two million dollars on or before July 1, 1993. 

17 2. If an insurer fails to meet either of the requirements 

18 imposed by this section, the commissioner of insurance shall 

19 immediately revoke the insurer's authorization to do business 

20 in this state. 

21 3. This section is repealed July 1, 1993. 

22 Sec. 18. Section 520.22, Code 1987, is repealed. 

23 EXPLANATION 

24 Section 1 of this bill provides that benevolent 

25 associations shall not be incorporated or reincorporated in 

26 this state on or after July 1, 1988. Existing benevolent 

27 associations are still subject to the provisions of this 

28 chapter and continue to be regulated by the insurance 

29 division. 

30 Sections 2 through 5 of this bill provide for state 

31 regulation by the insurance division of the department of 

32 commerce of risk retention (self-insurance) groups formed 

33 under the federal Product Liability Risk Retention Act of 1981 

34 as amended 

35 Section 

by the Risk Retention Amendments of 1986. 

3 of the bill provides key definitions. 
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1 Section 4 requ~res a risk retention group seeking to be 

2 organized in this state to be licensed as a liability 

3 insurance company, and to submit a plan of operation or 

4 feasibility study to the insurance commissioner. 

5 Section 5 requires out-of-state risk retention groups to 

6 meet certain requirements, including disclosure rules, 

7 designation of the commissioner as an agent for service of 

8 legal process, and compliance with the unfair claims 

9 settlement practices law, among others. Out-of-state risk 

10 retention groups also must submit a plan of operation or 

11 feasibility study to the insurance commissioner, and risk 

12 retention premiums are subject to the same taxation as for . 
13 foreign-admitted insurers. 

14 Section 6 prohibits risk retention groups from joining or 

15 contributing to an insurance insolvency guaranty fund. 

16 Section 7 provides that no countersignature is required for 

17 risk retention policies. 

18 Section 8 exempts a purchasing group meeting federal 

19 requirements from certain state laws. 

20 Section 9 requires purchasing groups to furnish certain 

21 information to the commissioner. 

22 Section 10 bars purchasing groups from purchasing insurance 

23 from a risk retention group which is not licensed or organized 

24 in the state under certain circumstances. 

25 Sections 11 and 12 provide the commissioner with 

26 administrative and rulemaking authority to enforce the bill, 

27 and provide penalties for violations. 

28 Section 13 requires risk retention group agents and brokers 

29 to be licensed in the state. 

30 Section 14 provides for state enforcement of any federal 

31 district court order finding that a group is in a hazardous 

32 financial condition. 

33 Sections 16 through 18 of the bill relate to reciprocal 

34 insurers. Section 16 increases from $300,000 to $2,000,000 

1It 35 the amount that a reciprocal insurer must maintain in surplus 

-16-
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1 above liabilities from outstanding losses. ~ 

2 Section 17 provides that insurers previously authorized to 

3 operate without $2,000,000 in surplus may continue operation 

4 provided certain financial conditions are met. 

5 Section 18 repeals section 520.22 which exempts certain 

6 reciprocal insurance contracts from state law, unless other-

7 wise provided. 

8 

9 

BACKGROUND STATEMENT 

SUBMITTED B~ THE AGENCY 
10 Presently, there are a number of benevolent associations in 

11 existence offering life or health coverage to their members. 

12 The op~rations of these associations are limited in scope yet 

13 the present Code sections are wholly inadequate to effectively 

14 regulate them, particularly as they venture into hazardous 

15 areas such as health coverage. The insurance division 

16 believes that no insurance entity can feasibly operate, 

17 consistent with the protection of the public, on such a small 

18 scale, and with such limited regulation. Accordingly, this 

19 bill would simply repeal the authorization for those 

20 associations. Existing associations would be "grandfathered" 

21 so as to be allowed to continue to operate under present 

22 regulations. 

23 This bill also provides for state regulation by the 

24 department of insurance of risk retention (self-insurance) 

25 groups formed under the federal Product Liability Risk 

26 Retention Act of 1981 as amended by the Risk Retention 

27 Amendments of 1986. 

28 Section 3 of the bill provides key definitions. 

29 Section 4 requires a risk retention group seeking to be 

30 organized in this state to be licensed as a liability 

31 insurance company, and to submit a plan of operation or 

32 feasibility study to the insurance commissioner. 

33 Section 5 requires out-oE-state risk retention groups to 

34 meet certain requirements, including disclosure rules, 

35 designation of the commissioner as an agent for service of 

-17-
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1 legal process, and compliance with the unfair claims 

2 settlement practices law, among others. Out-of-state risk 

3 retention groups also must submit a plan of operation or 

4 feasibility study to the insurance commissioner, and risk 

5 retention premiums are subject to the same taxation as for 

6 foreign-admitted insurers. 

7 Section 6 prohibits risk retention groups from joining or 

8 contributing to an insurance insolvency guaranty fund. 

9 Section 7 provides that no countersignature is required for 

10 risk retention policies. 

11 Section 8 exempts a purchasing group meeting federal 

12 requirements from certain state laws. 

13 Section 9 requires purchasing groups to furnish certain 

14 information to the commissioner. 

15 Section 10 bars purchasing groups from purchasing insurance 

16 from a risk retention group not licensed or organized in the 

17 state. 

~ 18 Sections 11 and 12 provide the commissioner with 

19 administrative and rulemaking authority to enforce the bill, 

20 and provide penalties for violations. 

21 Section 13 requires risk retention group agents and brokers 

22 to be licensed in the state. 

23 Section 14 provides for state enforcement of any U.S. 

24 district court order finding that a group is in a hazardous 

25 financial condition. 

26 The bill also provides modifications to Iowa's reciprocal 

27 and interinsurance exchange Act. Presently, a reciprocal 

28 insurer under Iowa Code chapter 520 must maintain surplus over 

29 and above liabilities from outstanding losses of $300,000. 

30 This bill raises the required surplus to $2,000,000, similar 

31 to the surplus requirements of property and casualty insurers. 

32 Reciprocals are also subjected to the supervisory authority of 

33 the commissioner of insurance by removing the section which 

34 acts to exempt them from that authority. Existing reciprocals 

35 are given a period of five years to bring their surplus to the 
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"Lla'o.lity" do(>s not include- p(>~~'0ncl: risk :i"o~ll~l il~d elll 

em?Joy~='B :iabliity wit~ respect to it~ emplcy~es oth~r than 

.1 ... em?lcyer's lega: lLa.bllity ',;ncer ~,he fedec.~l EmplGye:s' 

:'iabil::;y Act, 4S U.S.C. S 51 ".~ !>eq. 

7. ·PcrsQnal :isk liability" ~eans 11&bil~lY (or da~aqc5 

b.:C'clUSC of injury to <!I pert-on, d<l.Il"-<lgc to ,Hopel'l/, 0= ott'.er 

less :: darnag€l re!;ultinq fcom person.,l. far,ili,ll. '" ho,)schold 

~c~,:.)r.::il'::~lit.i.t.~s or ~ctlvities, (Elther t;)~n ~r\)11' :-e.'>p:);'1·· 
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a "Plan of ~p~ration or a fea~~bility st~dy" mc~~s ~n 
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-)~ :)"r(icip<l~ion level:; required to CI)(l·J~t!'n(':t..~ 0!,e~at.:>:'.~ Cine t:o 

:;rl~ve··.t ,1 h~Zdrdo·Ja fin(toci.'Jl (':C)ndit,!OTl. 

I<!""n:iflcoltion of mdndqe~e!lt. ;.In(;.(': ... ·r~t;llq anI: ,~la.m 

::~I)':(>(:.'~:e,~. m<l~I«:..>tino.; '·f.,t:1(;:I$. ~.~n'1ger:,~· :)Vt'('.'IOJfl~, ll~'t>.c:l!',. 

.~ves:~e:)t ool.cI~s. and :Cl~surallce as:0c~~tllS. 

]d~r:·lti("il;,I():~ of l':lr.-:'l ati.l~I: In .,,- 1"\ :~t' ~I'." 

: .~: ,.,. )" (.:":';'Jp t'eI'._ (JbtA;·l~(;. :>r 'jo;uO'"]lll J ("'t)(., C!. .:h,I~~('; 

;: (, n'·,' :~,j J ;(':;C:I\"!ll(:ro Gf I:'~ ~;. O;-.h'· ~u('t, 

"t.,I:· 

-
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h, 0~" . .er ."":'i,ltters ?r.~,;(;r.bt:l: by :r.!:' o::om;-iss~o:: ... r ~r.r 

liabi.lit:. Ln,;uranCf~ (;C;'"'fiiHlies of l~C S~.HC 1~' ... ·hlch th~ :isk 

r~te"tlc:-. qrou? LS chdrter(!d 0r ,l\:tt:ori:.:(!d by its Insurance 

la'~'s . 

9. ~;;:vduct :i<\bilit:J" ;:'Icans liabil:t'j lor IldlMgCS becall$e 

of ~p.rso:-,"l lnjury, death, emot.lC)n,11 h,\f;n, consequential 

economlO:- ~amag .. ·, or pl'o?erty l!dl"',lge, i:lcludlng d,~I'l'l4JCS rl~!'>ult·· 

inS fro."ll 7,he los!; of usc of prcperty. arisinq out.of ttl(' manu

factur~, j~sign. lmporta~Lon. distribution, packaqing, 

labeli.ng, 1 .. ·8.sc, or salc of <1 product. bu:: do~s not include 

the li.ability of a peraon fOI those darr..ages if the product 

involved ... ·as i.n toe pOa!;~SS ion ot t.he person \o';"CII the incident 

glvioq rise to the clai~ occurr~d. 

10. R?urchasinq qroup" ml~,lns a group to '.:hic-h all of the 

follovln~ apply: 

a. I~ :,as d!> one of its purposes th ..... pUrC~d$~ or: 11~h~lity 

insur<1nc~ on <I 9rcuP oasls. 

b. I: purchcl!>es such insurance only for it!> group menbel's 

and only to cover t.heir sirnilar or reLltcd liability e:.qX)sllrc, 

as descr-:,ctl in p.ar"gra!)h "c". 

c. .. : ::.> r;omp::'$ed of mern"::lers .... hose bus~nc5~,e5 01' Clc::iv" 

ities cHIC Silf'il':H or 1'~l<1ted · .. ·itt; rt!'5pect to the ~~ability to 

which rre!':.::ecs afo! c)(po~:.ed by VI rt ... e of any rl'lolted, Simi lar. 

or COIT\JT.:>:: bI.!Slnt'S~;. t.rade. p:8duct, 5erVICf!S. :l:e:·.ises. 0: 

oper,1t.io;-5. 

d. I: IS dc::oicil .. ·J .r. .=t"Y !>lat~. 

!l. ··?'Ii>k rctl.·ntl~o 9~O\;P·' ~~M:S ;t corpcrat.~r, 0: ::.t:-'cr 

1 imi t.~t:!. : :cl~i 1 ity 2I::;S~C,d~ i(HI f::.rl':".ed o...;lll!er U'.e :,ws "f clny 

H,\~(!. !;-e::nuca, o( the C.:i!rr'.an :sla:,.ds ar.d to ' .. h~cr, oi.l o~ t.r ... • 

:.':.l·:(l·.,in<; .-l.pply 

.1. I::. primary ,',r.t~\'lty (:(;n~;i!>t~ "f <ls.;;umlor.; .uld :.>p:':.-l.dln9 

dll, '.H C"'"I portion. of tt·.~ lL,lbdi:'· exposurt· or I·.S 9!~';P 

:-,I..'rr.bers, 

b. ,to .>r9<.>ni'lt'd !'(;( cn?; J~\rr.~:'J :'OIr\):",(' '")r.':.;c~ I (\9 

',:,e .)(7t. ... ·.1 d'."',~!\~f.'d ,:"j,.': r:-a::I' .,;..1' .. ", .. 

c. . " . (.:. ~:-.!~ (',:1 ~; .... :.;; .'p~); ... 
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(: I It is cha:te~ed dnd 1)C~n50d a~ a l~at)llity in5u~~nce 

co:-r.'i!;ly d:.d iH!th(,:i'l.::d to enq.lgc in t.he b'JS~n""55 ot Insura/lC':'~ 

.nder t.hl!' 1"' .... s o( itny ~titte. 

(2) EJetcre Jcll".J<lCY 1, l<')A'i, it. wa:.; ch.lctt?ct,'d 0: lic:e-n!).(>d 

and d1,;thor i'!ed t.O enlia~e in t,he bu"incss of in!;urc\rH:e under 

~he l.~·"!l of Bermuda cr t.he Caym'ln I~:.land!; and, before that 

(:<ite. ',1<1 cettlfied t.O the cOlTImlssioner of at h~ast one state 

~hat ~t satisfied the capitaliza~ion rp.quire~ent9 of that 

:.tate. e,,:coC!pt that ':H'I)' such qroup is a ci.!;k rt~t(:nt Ion gr~up 

o:'lly if it hdS bt.'t.'n enqaqed in bur~iness continuo\l!;ly since 

tM.H d.lle and only for the pllrpo!;c of. continui.ng to provide 

I:"ISllCdnCe to cov~: pcoduct li.lbilit.y or (;ornpletp.d o~~r<1tion~ 

liability. as tho~e terms vere defined in the Product 

:,iabl~lt,:' IHsk. Retention Act of 1981. I::' U.S.C. S 3901. be~or~ 

~he date of the encH:tment of the RLSk Ret~nUon Arrl~ndment:s of 

!985, Pub. L. No. 99-563. 

d. It docs not iP.xGlude ,lilY person frot::! melt..b~r~h.ip in the 

qroup ~olely to provIde for me~bers of t;"e 9rouP a conpetitive 

<lJvantdge over 50ch c1 person. 

e. One of the following appli~3: 

OJ It h'~!;' ./I.::' its m.~mbel·s only person:; .... ho ha .... p "n o ... ncr

;hip :~terest in th~ group, and a~ Lts Qwner~ 0nly per~ons who 

,,:,~ rnernoers dnd .!ore pl·ovided insurance by the :!S~ r~tentlO:"l 

"-?rnllp 

(2) I: has as its Gole rncmb~r and sole ~""ncr an orqanlza·· 

·.ion ... hich is o· ... r.ed by persons vho <lre provided insurance by 

-.,\p r:s\( retention group. 

(3) It hilS a::. its sole o .... ner ,1n organiz';'ltlon '.:(Ht:"to has ,)$ 

.t!l ::.e::-.be:·s only ?ersons ·.mo co',pril..e t.he rn.e;r.b~rship :)f t.he 

:Isk :ptentlon qrcup, &nd the orqanizatl~~ n~mbers are the 

~~ly ~~r::.cns vho c::>mp(isc the m~mb~rshiF of t~~ ris~ ret~(lt:,)n 

·;~<.:u!: lind ·~·ho ,1fl' !='r0vid • .'d insl;r,)nt:"1..' t~y :t:e O:;::!'.JP. 

It~ ~~mbprs dre ~nqag~~ ~~ busine~~eG C~ ~,:tlviti~~ 

::"'~ '): ;·~::\t~c with rf.':.>!;,~cr :0 l~~ :.):)~: .. -./ 7() · .. tl~':-:·l ."'''.' 

"''I'(.':! cl,P t,,,p(;;;~'i by '/i~t'Jl' ';: a :(;_,1(",r, :> ·~I~,I~. ('d C;.·':l:t'.)~l 

.'. .. .>:' .,,;,:, p: )rjU,"I., :>l'~·.'I<>.::;, p,pm!~;,~~., ;. cpe:,·,:10."'> 

-
!i()';f>~ :'"ile "2)':·3, :). C 

0" It~J dC~:·/~t.(!f, do ;,0l 1:l<:l'.ldp. l .... ~ pl\)vi,,:;cf) ); I~:::;ur-

dn(;e other :~an :he follcwinq: 

(1) Liabl;'lty ~nS'l(dfiCC f,H <'t~.;sur-.!:"I<; .lno! f,predd~·.'J .'ll~ e-r 

any porti0n o~ the li~bili~y cf It~ qroup ~embers. 

(2) Rcinsurd"ce with re~pect to the liability o! .'lny othe: 

risk retention group. or allY ~~m~ers of ~noth~r 5ucn gro~p. 

~hich i~ cngag~d in bu~in~sf,p~ elr activities 50 that the group 

or mesnber meets the req;lict'r,ent dl·~cribp.d in p<Hdqrap~ ·'f'· 

trom snerbel·shlp In the ris~ rl'tentio!'l qrl)\\p willctt pr~vlde-!; the 

relnStiranCl'. 

h. Cts narne includes the phrd!le '·risk retention group·'. 

12. "Stat~" means a stat~ of th~ Unit~d Stat~$ or the Dis

trict of Columbia. 

Sec. 4. ~~~_~~CTION. Sl!)~.:1 RISK RE?WTlON GkOU?S ORGA~-

IZ!::lJ IN THIS S'TA7E. 

1'0 be organizeJ as a risk reteJlt~ofl (FOUP in thls state, 

the tJrollp' must be orqaniz~d and lict'nsed as a liabl11:Y 

insurance co:npany 

~tate. Except a:; 

,~\\thorized by the insurance laws .;,f thll> 

prcvided elsewhere in t.Ol!l cnap'tl'r, a riSK 

r~tention Qrou9 organized in thio state must comply wLth all 

~f the la'."s. cl1E's, and requirement.:. applicablp. to llabdity 

insurers orq~n~~ed in this st&tP.. Additionally. d risk 

retention qroll? o!qanized in this state must c~~ply .... ~th 

f,ection 'SlSr.4. Tht'~t, ,C'qu:ir('rr,t~nt,; do not ex(':n!>t rLS~ 

retf_'nt.lon gro\l9S :rcm .1 duty irnpos~ci lJj· any othl'r law or rule 

of the state. 3efo,~ it ~ay oCrer i:l$urllnce in allY stat~, 

each risk rel~;-.t.(,n qroup snaIl ,tl.!;:) suh;-.it for a?pr: .... 1I1 to 

the cC:T\lT1ls~ion~, of ~:lsur.:.ncc of ltd:;. 5ti:ltl~ (:I pla .. '.)~ 

o5H'l·alion or a (,.',Uilbility studi'o and rl'·Jisions 0f r:l~e plan ,-,r 

~tudy ~ithin t~:l days of any change. The n~~c undpr .... hich d 

rlst rptcnt~')n ~r~'lp may be ch~rte:ed dnd licells~J $~~ll be a 

orl!d d~~;(:r~pt. '.") cf .ts ;nl'sn:'l,!,,!tIJ: foll(."Jed by tr.,.. ;>f\ra::;e 

·'rl~k !~tcntic~ ~rO'I?·· and, ~nless l:S memb~rs:I}E' C=~S)~t~ 
:r 
"T1 c;olf'ly .:of ln~.· " .. I.,~_: n~, ;nc:l· .. de l:-,,, :.~::~:.' . ~~ .. :c.'~C~·· 

•• '";1\_ t U,I 1 ' ., r ~ (; . ~): ... (" ·.1 ; ,~1" .1.-.: .. ~;:mll.H If;c.-·, 

St.'i· 1;,. '-; .. . . )~i . ).;, .. 1 3;~;;': :iE-:!:~T:;~I; ,-: .. :<·w·:_~S 

.)I~ GM_ : ;: e[1 : ~ ~, 

'" W 
o 
W 
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Ris~ cet~ntio~ q:O~p5 chartered in other states an~ sec,ln9 

t . .:.. ,!o '::-OI~~:';(:!':S as <! rlS~ ~et.enti:)n group In thi~ St,lt(: m\;. !> 7. 

cb~erv~ and ~blde by the la~$ of thi5 state as prn ... ided in 

this .s.~ctlon. 

Ilo"'e'/er. ,1 :isk r~tl"n~lon group fai.linq t.o quitllfy \\nde~ 

U',~ d~:':"n1~ional requ1rt'Jnent of the (ece!,11 Act. ·",111 n0t 

)f'nef:: (rom thia exerr.?':.lcn from state la ..... The cc:-.'ni!>siOf;t':. 

t.h~t"i..'':.::-n:. rn .... y ;tpp~y any of th~ la .... !> t:;'<lt ot.herwi!':e Jnoly be 

prp.emp'.ed b,· ~he fedel·al Ac': bec;tuse t.he ro,)n~xe/l1pt group ·"'~~l 

not ql!.!lify foe t.he prec .... ption. 

L t:O'l'lCI: Of" OPERA"TIO~S MlD J)i:SlG~:ATIml OF' COKMISSIO~n:~ AS 

AGU .. T. Befoee offering insurancp. 1n this st,lte. a :i~k rt!'

tentio:-, qro'.Ip shall $lIo;nit to the COr.Jni~$ione' all of the 

::ollowlnq: 

a. A st~tement identifyinq t~e sta~e or states in ~hic~ 

t~e riSk retention group IS chattered a~d licen~cd itS a l~a' 

'-'Ilit! insurAnce cor.pany. date of chattel· Inc:? its ?rincip,11 

?lace :":If b\\5iness. and other infor;na.tioTl. inclllding ;nforma-

~ .. on 0·' it!> ;:l!'moer5hip. ,1S the corr.missioner of I:hlS :ltate :e

lul,e~ to vcri{'l th~t the :is~ retentio~ group i~ quitlified 

\cider :)ecl.;t,O:l ')1':1£.2. Sllbc~ecti.on 11. 

b. A copy ~f ~t~ plan af operalicns or a feaSlb1llty s;udy 

And re~isi()ns of tn~ plan or study SllbmLt~p.d to its fotate cf 

:l:;.mic:;t •. 110 ... ·ever. the pro ... lsion rel,lt)':lg to :hl~ aubmisSI'-':"l 

)r a p~dn nf o~eratlon or it feclsibili~y ~tudy ~o~s not ~P?:Y 

· ... ith :'"!s,:ec:-l to d lUle cr l;las5Ific,ltion 0t" L,l":lLlity ~nSllr

dn~~ ~~I~h ~as 6erin~d ~o t~e ?roduct !.iab~l!ty Mls~ Ret~nt:()n 

,\ct c:· 1981 t~efore Octcb~r 27. ~986. ,,:.d ..... 1~~ (l:J.~c~rl b~fcr-: 

:hdt ~l~. bi a ~is~ ~ct~nti0n grolrp ~hlch ~.~d be~n 0rqdnlz~~ 

,.~.d ~:,"'r<H .. "q {or .""ict ! .... Sf~ :.~,II\ thr~~ yean .• bp.forl? :h,\t. ,:,':-~. 

c . . :.. :>T.,lt,>r.e!)t .. If r~SI!.>t.rcltlon ',"h~,;n c.(.':.;i.~ndt.f"!fo tn~ C(':

lfoSI';:(.':· .-le •• :.5 O'';'':;~. fo~ t.t·.~ ?UrpOSI? (.J" :':<·(~iv~nq :;(;;·\'1<':'.' :"!:: 
.l'S,ll :CCo.:'I1t'·I;:~'> <" ... : 9C)C'!~.'S ::)r · ... Inch ,1 :·II):q :·el: ,;(.,t b·~· :. 

,1I1/I1.'·,.ont': :';>'i~: :)L' p.li·:. 

J. i' :. r. :.: ~.~"' "r~! .. I)" ';~.,:\l;) ' .• h,l~l .~u")nl: ..-t (); we \11\ 

. -. :.~ , ~:lt 'H' (; :C,:·;~ .t,; fo'.\:~·! 

''''lql:~'l i.,v ·.~\:l.· ,i: .. :' .,; ·1 • .' ;","~ ;;:,' :~.,'.' ~;'I("~ :l'V ):., 

• ~ t. ".; <:"""·'1 '; •. "in(· • t.·· I·;, 1 ~ t '.' ~ .. r: ,; ....• f' 

H0~~e i;l~ 230J. p. e 

2. f":NA~,CIAL CO~()ll1vN. ,\ r~z., ;~~~.~n:;:-n qrCllp ~io.:,;g 

business in t.h~s !>tat.1? :.>!la~1 sub",lt :(; the C·)lT\I1\ifosl(,r'.el ·.Il~ 0: 
the fol~owlng: 

a ..... copy of ~CII~ <]1"(.lJ?'S flnanc:'it~ stolt-L'mf!nt submit:ed V) 

lt5 state of ciomicLle. ~h,ch s~all be certL~ied by an In

dependent p~blic accountdnt and contain a s;atement of opinIon 

cn loss and 10!>5 i!d)u$t;ner.~ expl..'n!>e u.sec ... es made by a ml'rnh~r 

of the ';;-.~r~can d,cadf.'rny of clc-;:ucuies or '" qu,'lifi~ci loss r!?

serve SPf.'Ci.111St uode: criteria ~stab1iah~\: .':)y :t'.~ n(t~.ion",l 

aS50cIAtion of insurance carr.missloners. 

b. A copy of each exanin.\t.ion of t:'lC rls~ retention grou9 

as certified by thc .-;\)"':nission~t :)r public :.f(ic~,11 c()"duc':.irh.l 

the exac:>ination. 

c. Upon re'iuO:.'st by the co::vni:;.sioner. a cOiJY of :tny ,Hldlt 

performed with respec: to the r~s~ retention group. 

d. Infocnatlon required t\) verify l:S continl.lu!g qu,(:I-

ficoltion as it tLsk retention qroup under sec:ion 5151:.2. 

subsection 11. 

J. 7AXAT rOt:. 
a. Premiuns paid for coverdq~s ~ithin ~~IS sta~e t.o C13~ 

ret.ention qroups are s~bJect tc taxation as providp.d In 

seclLO~ 432.S. 
b. To tne ~x~(:nt agents cr b:ok~:s arp. ~s~d. tlley shall 

report and pay :he taxes foe t~e pre~LUms f.)r r:s~!> ~~I':h th~y 

have placed w~th or on j~half of a :Isk r~le~tlo~ qro~p not 

c~artered 10 tnls state. 

c. To the extent agell:5 0: b(o~~c:.; are n:-: u~ec ?: ~li~ to 

p~y the tax ..... ach rL~\ retC~li~~ q:()UP ~~d:. pay il1e :dX ~)C 

ri$~s Insure6 ~_t~in th~ 5tolt~. E!:tch r i~;1: rf!tent l( .. ~ r,,<)\!P 

st-,,'1ll ~ep:lCt all p(em~urns pa.,\ to it :or ris,~. i~~~\lr~o ·.'1:.:"1.:-: 

l;,e ~t~t.~ 

~. CO:1~L:;'.;":O: 1--."1":'1-: ·rNE-·A!R C~.A!M!; $t:~.'nt:. ... !.t'i' P'VCT:C;:S L;,· .... 

A 1·lsk tt'':en:.I;::""l 9tCu~. I~!> ,'qeo~:.;. :,nd r~~:'.'~jt~n';.,'t:·"e·.' :;t·,' .. J 

,m?>! ·~.tf". T.:'." \l/lL:ti~ 1;1,11,"" ."...,.tt~f.·;··':": l)~·"l;ti.;;":; .• , .•. 

·.>~~~.I()n ~~~H ~. ~~,b!ie~:I(.~ 9. 

< ~·:Lr:·'1·: .:. r,\IS::. ,)!' :··:,· .. ·:lIU'.P.·: Pl~:·.(.:(:::, . :: ~ :,~ .. 

t <';' f. I cn ':' '.;.,.!~ .~II ·:,,",;)1":' .~.~ .. , !;CI::I)',:; 
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C4;'g<l((:inq df?ceptive, t.:.~s ... ,'H tr<lollrh:lt!nt acts ::.: p~~r;tic~s. 

Ho~ev~c. if the co~~issiDn~[ seeKs an ~njunct.o~ regarding 

SlJch conduct. t.he inj1.J~ctlon ~u:;t bl~ cht.llnp\.i frem a COllrt at' 

competent jurisdiction. 

6. E:<AMINA7ION REGA~DJ~G ~~I~'\NCIAr. CONOITION. A ~ i5k re-

tenti.on group shall submit to an e-xdmindtion ":>y the CCl1'1Sf1is

sioner to determine its fir.afleial condition if thl> 

cOll\lTlissioner of the Jurisdiction in .... hich t;)~ q:oup is 

chartered has not initiated an exarnin;ttlon or dc"e!; not 

lnitiate an exarnindtio~ within sixty days "f:er a request by 

the cOlMlissioner of this state. ,\ny such eXllm,nation shall be 

coordinated to avoid unjustified I'p-petition and conducted in 

,\:\ expeditious manner and in dccordance- · .... ith the nat ional 

association of insurance cc~.missi.oners· eX,lmlner handbook.. 

7. NOTICY. TO PURCHASERS. Every appl ic.ll ion form for 

Insurance from a ri"k retention dg~ncy and every policy issued 

by a rIsk retent.ion qroup shall contiti.n in t(:'n-point type on 

tne front page and the dec!':Hlltion paqe. th~ follo .... ing not ice: 

NOT1CE 

This policy is issued by your risk relent ion group. 'lour 

ci$~ retention qr(.'up lMy not be subject to allot the inSllr

ance laws and requlations cf your state. St,\te lnsurance 

insot'Jellcy guaranty funds are not available ~or y.::>ur ris~ r(>

tentlon group. 

8. PROtUBlt"EO ACTS rU:GA:~DING SOLICI-:- .... TroN OR SAGE. Tnf!' 

following acts by a ri5~ retention group arf!' prohibit~d: 

a. The solicitiltion or , .. ~1e 0f i"$uI".H\C~ by '"' risk. r~-

t ... ntion qroup to a person · .. no if, :lot eti<Jibl~ (ce /IIcmbe(!>hip 

1:\ the group. 

b. The :;oli.cltat~():l or !OdIe of ir:~.urancp by. or oper.'ltio;; 

of, a risk ret~ntion qrcup rhat is in a hazar(l~~s flnancidl 

Cr)ndLt.ion 0: :~ financlall:. i:nt);)ir~d. 

7. PkO:'iB:1'ION AGi\[N5T OWNY.RSilIP BY ,;N rNS":?,r"\~:~:E C0~lP;"Wi. 

,'. ~i!)1: retent!0r~ qrollp ~ha:l not bf' allC".·~d :.: .::- b·J!;\n(>:.>:. :-: 

:.""Ii'._ :';~At~ ;,~ );::';:Jr.~:~!;(> ':(;:Tl9"n·~ :S oi: .. ct .. · ... (: ~;ldl:('C~.I·f " 

·":l"m:l~." or c~·:·!: (:1 ~h'~ :":~;. ~el~~ll.I·")r. (;t·~,!J(l. .' ~ the!" In: 

C,l,,,, :;.( a ~ .~ ... r'-'tf.·~l: IC·' 9:" )1lP ,'L! el .";'.'-''' -:.' '0;. ,lr~ Inf ... : 

..t:·.ct.' c::.\mp,tn.'::>. 

--
ilo\;se ('Ile 23f)!. S-'. 10 

10. ?:::I:OI{l(H·;'!:O (;O\':::>."\Gf. ,; r.5k It~tpn(ion ',lrc..:? s:-'",11 n()t 

cffer insura~c(> policy =~v~raq~ Ilrohibitcd by !a~ ')r declared 

,lnlawful by th~ highes: co~rt of this :.;tat~. 

11. m:I.rNQUEl=C'i P;KC::f:()rN~;3. A ri!;k ret.~ntlOr. tjro\l? not 

cha(t~red in this stat. and doinq business in this state shall 

co:np1y ..... it.h a lawful o:cel i!>~ued in ,} voluntary olssolutioll 

proceedIng or in d dull.-:qupocy !>roc~edln9 cor.menced by ,\ stat.e 

in:(;urdncl.' cOI:"JIILssioner :f ,-hc:l' hdS b(>l'n a fll\din<,i of 

financial isnp.1L1·ment aL(>c <til cox~;fIination under sub!)Pct~on 6. 

S~C. 6. ::'.t.;~ .. ~.ECTIO~. ,)lSl-:.5 COMPULSORY ;\5SOCI.UIONS. 

A risk r~tention qr0up 5hall not joIn or contribut~ 

financially to an in5urance insolvency guaranty fund, or 

5iltlilar mechanisl'. i.n :his state. not shall a r is); r~ten~ior, 

9rouP, or its Insure,h~. :t!ceive any benefit frolll an insur,10ce 

insolvency guarant.y (UI'I!. 'H ~).irr:ilat" rncchani:::m, in L,is !>tate. 

for claims dri~ing out of t~p o~prationfi of tMe risk retention 

qroup. 

Sec. 7. NEIoI' S!::.~.'qo~. ':l 1 SF.:. 6 (.'()UNTf.RSIGNA'IU;:U:S NOT 

Rr.OUIRED. 

A policy of lnSllrdnce issued to .\ ri3k retl'ntion qro\lp or d 

m~mber of that: qrollp i!) not required to be r:;ountersiqned as 

oth~rwis~ providpd in !)~ction~ 515.22 and SlS.S2. 

Sec. S. NE;W .S:!:C·!'IOt:. SlSl:. 7 PfJRCHA~IN'G GROUPS 

C"I.. P.."IP'I' 1 ONS • 

A purcha~inq ql·oup ·~·:,i('h .-,coets t.he criteri~ est .. blished 

under the federal Act 1$ f!'x~npt frol1l any L' .... of .::his !>t.:ste 

r<':lClt u.g to ~fl~ CI·e"'t io:\ v( ~roup5 for t:"l~ !~urcha!>e of 

i!l!HHance. the ptChit>it:on of group purch~l:.>ing, the 

counlersigndture r~qui~~rnent as prov~ded In sectio~s 51S.21 

and 515.52, or d~y la~ :hat would discrimlnate against a 

purchil!>ing group or L~<; ;nerbe~s. An i;"l!>url!'r i$ (.·xer.pt from 

d~y law o[ thl$ st.t~ ~~ic~ ?co~lbl~5 plovidir:g. ~: ~Ef~[inq 

to p::)vide. to .1 !:l\lt"ch",,~.-.q q:(">OiP cr ~ts members ':!C'''il~l~dgl'S 

::.l~~I .. d Gn t~ell . :):;" ,~n;: 0>:-:; ,.·.~.<:,t· (·.,~~r~(>'nc\~ r·,,;: a:'::;:Jt'd I.C 

:.:,1(:: ~~~, •. -~:-:~-.... ,.t'. )"\,,:;·:':t ~') ~.1lPS. p:)l:c'i ~:r~::.. "'::'·,f~("agt·:;. 

.. : ')~Il\·· .11" tf ,·t!,!~;:·'l ,;:· ... )~)P •. >, '>Ill~:p(."~ ) 1. ·)t II!.' { 

,J~)p.I<:'\:'l~· "_.'.: 

:t 
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Se< 

Ql'I}I£!".:~TS. 

t:t'n· __ g.~'r ~ .o~ , s:s£. fI ?U~CHA$iNG GROU?S -- RF.-

1. A putC~a5lnq g:oup ~~ic~ intend~ to do beSln0SS In this 

3t.ate sha~!, ?ClOr to d,)ing busines3. fucnis;' "otice to the 

co;;snIS.Loner · .. h~ch notice shall include allot the (.)llc .... ing: 

a. rhe st~te in vhich th~ group is dc~iciled and all 

states in which the group does or Intends to do busin~ss. 

b. :he li~~s and classiflcation3 of liability Insu~ance 

.... hich ~h~ purc~<5sin9 group Intends to purchase. 

c. The insurance company fron ... ·hich t"ne group into..'nds to 

?Urch.a.5e its insurance and the domicile of that comyJ.ny. 

d. TMe pr~ncipal place of business of the qroup. 

e. The :-::ethod by .... hich. and the per!;on or persons. if C\ny. 

thrcus~ ·.;hom InSUCclnCp. .-ill be offered ~.O its :nernbers wnor.e 

riskB are r~sident or located in this state. 

t. Other inCornation as required by thl" COlTIfllSSIOner to 

vcr it,:" that ':he purchasing 9rouP IS qllclilfled under 5Ct.'tion 

Sl~E.2. ';;\Ibse(..·tion 10. 

2. ,\ purchasin9 group. wi.thin ten days of any changes in 

any of the itews set forth In subsection 1. Shdl1 notify th~ 

cor.mi~,;ioner of thp. changl>s. 

~. TC'.e purchasinq qroup shall regist.er wlth and rleslg:h\tc 

th.~ ccC".missloner as its agent 501ply for the puryosc cf 

:eceiv:ng service of legal dcc~ments oc proee~s. for which a 

t"ilil'.g f~e determin~d "by the C011udsuioner shall be paid. 

except ~hat the requi.rement!> do not apply in the case of d 

?urcM.!i~~ 9~eup to ~hich all of the follo .... inq apply: 

,L It was (:orricLlp.d be!ore April. 2. 1986 an~ i~.> .lo:TIlclled 

on "nd after Octobe: 27. 1986. in any state of the United 

S':.1t t:S. 

o. ~efore ann sinet-' Q.:tober 2'1, 1966, it purch •• s~d ~ns .... ~

~nc~ f:~~ 4ft inSI::ance carri~r 1ice~scd In any st~~~. 

c· :t W'!5 .. pllr<:t".a~';ln'i grau,!> ',lnde~ t:le c~q, ... ~r{'!Ilent!; 0f t:,,-, 

:'I"<..j' .• : :.:a~:~\t.:J ?PI:f:;':t~iJn 11.::1: ,,~ 1981 :".'(('1 .. -:k-:)I:l'r 1.7. 

:;a:,. 

o. .-. c'.'.>.; n.)t. (),Jr·~~.l~.(! ,r.!;\;;.ln(.'''! t~l,lt '_',t~; ;KH ,1I;tt·.(l"llo.."j 

:'';1" p,- ~·~c;~s ~: <:'11 1~"':I.""'pt.,);) I.n,~'·r I·lat. :'.('t, <t~ 

:;e:'..; 1'.- :'f.:',":If': ; '.:, ,:1;:'(' 

I.>f f (,:' I 

-

Sec, 10. tIE~!=C0:9.~:· 

RE5TRIC"!"IONS. 

.-:ou!>(: :~le 2)O~, 9. 12 

;lC,;: <; j"":KI::iASING GROUP 

A purchasing group :.it-.• lll nC": !>urc~,t';t'! Insur.\nce (~om a cis:.: 

retention group or frc~ an in&~,e( u~less ~ne or ~ore of the 

Collo .... ,inq cond.i t ions clpply: 

1. The risk retention qroup is llc~n~e(l or organized in a 

st~te In which tne iH\!chasinq Sroup IS ~ocated. 

2, ~he lnsurer ic admitted in t~e stat~ ~n ~hlch the 

p.Jtchasinq qt·oup is lcc.ltc<.!, 

3. Th~ purc..'t'tase I!> ef.fected through a 1 icenscd .1ql>nt Ot 

:!rOKl"r actinq pursuant to t.hl> i>urplu5 Ilne~l laws and rules of 

lhe state In .... i1ich thl> purchasing qroup is loc.Hea. regardle!>s 

of .... hether the insurer is adm~;tt'!d in that state or the risk 

reten~ion group is lic~'nsed or organized in that state. 

4. A purch.lsing grou!-l Wr\1C:l obtains iiability i.,sur.:tncc 

from an insur~r not ad~itted in this st3ce or a r~s~ rell>ntion 

group shall inform e,lcn of th{> !l'embers of t.he group. which 

~ave ~ ri~k !esicient or ~ocated in this state. that the risk 

lS not PColl..'ct.ed by an u\:}uranc.~ insolvency quaranty fund in 

:hl~ utate. ~nd that the ClSK :et~nt~on qroup or Insurer may 

not be :.:>oJbJect to all :n5·.H~nce law!; and regulations of thi.s 

state. A purchaSln~ qro~p sha:l nct ?urchase insurance 

providinq lor a .1educti~le or self-i~suced ret~ntion, unles~ 

th~ deductible or self-insured rete~t~on is applicable to 

~r:di· ... idIl31 member5- 01' t.he pUfc!:asinq group. 

S<!t.'. 1 ~ . ~lf:~2~crIQ~. SlS!:.10 ·:OM."1ISSIONER·S 

; .. i):-\I~'I$·rKi\1IVE "NO PROCi-:DURAI .. ~.UTEOHIT,{ 

Th",' (":-:·tnr.\L~sione:· m.1Y ma:"'t· \.I~~ at" ,In)' 0f ~he ?c ... ·e:!; 

l":;I: .. blishl"d \lnder ttlp la·.l$ of :nis :.;.~",:.e tc enfc:'ce t;l~ la ... !; 

(A th:~, :.;t""t~ 50 lonq as thosl' :)o·"'~r'.> a:-e n:.lt. speed ically 

prt'.~mpt.~d by t.he fedl'c.\~ Act. _:1C1ud~n9 ::Out n:.lt ll".ited to. 

:.~)e <:.:ort'.:TIiSSIOlll)r·s ~lut.h()l"lty t:; Inve!>ti<;atC'. iss"", ~;\lbpoen<ls, 

ccnduGt de?'-'5~tions ",nj ;)eari:,'i'~' iS~);I!:' "rc~'r~.>, I;.p0t,., 

~.J!.-."lt.,-,~;, ,I/l<! !;~f:-k In) •. nc:tlvc' :~llt'~ ·.,'lth :-er;:'!C: :() -'I:'. 

:"'v"~~;,lq'I(:()n, it.:IT\~:":;tr;;.lv.'" :,')(;cc(~_r~(l, Gr ~l~.~o,;.~ :on. ·.h~· 

If'.-.:!;~~::):)~~ 'I1.l~.· :(~I '.'n ! '.t'! : ,':":\',:.1; lit·. ",:'1: : ... c~ '11' 

:;: .... 
<;t>,. : ~ "r, .. J .. ~~':;1"I(·~ ,: - :' :;'!;':. r: [5 
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A risk rc-tcntion <;I1'OUp w)H:~' JiOlcltP.S ,\ pcovi!'>:'c~ ~)f t.hi:. 

CMapte~ i.s subjcc,: to t:.,,~~ .-.nd ?'!?n"ltirl". api)licabl~ to 

licensed inf~ucers 9p.necall~·. i.ncl~dinq "C ... .:.C;ht.l0n cf th~ 

group's license and of the riqtlt :0 do busines9 in thiS state 

Sec. LJ. !!f;~·_?ECTI9~. SlSP..12 LICi:NSE RF.t;JUIRED fO~ 

AG(;t'nS AND BRO!U:RS. 

A p~rson ",cling. or offering ':0 ac.:t • .15 <.If) ,lqent or bf()ker 

foe a risk ret:eotlon qr.:>\.Jp 0: purchasi.ng g~()lIP, .... hien solicit:; 

~embers, sells or procures insurance covcraq~. purchases 

cov~r~ge for its ~e~bers located within the state. or 

otherwise docs busl.nes!; :'n this state ~hclll, bc(or~ com:ncncln<;l 

clny such actiyi.ly, obtalt~ a license from the c()m..'r'.is~ion~c. 

Sec. 14. NEw SECTIO~. ;1;";.1) f.fFECr 0(" 'EDERAJ. DlSTi(ICi' ------
COU~'f O:~DE:RS. 

An order issued by a district court of t.he United State3 

I~njoining a risk. retention group fr0/11 soliciting or selling 

insurance, or operating, in any state, or in <tIL !';tates, or in 

,1111' territory or possesslon '-'f the Ullited $t.~t.ps, upon a 

finding that such a group i.s in d ha%ardou!> or impaired 

financial condition, is enforceable in the ~ourts of this 

state. 

Sec. IS. !:.~~.?E:CTIOIL S 1 51-:. 14 RULES. 

'the col"l1ftlissioncr nay establi~>h cHHi from tu":)e to t.ime a .. end 

rules relating to ris~ retention 9rOllps 35 r~ecess<Hy or 

c!esirable to carry out the provision$ of thi5 chaptel". 

Sec. 16. Section !)20.9. Co!.ie 1?87. :'s -ctmended to .ead as 

:0110"'-5: 

S20.) STA~DAR() Of' S01.VE:NCl. 

There shall at all timps ~e ~aintained as as~etn a su~ 1n 

cash. cr in securiti~$ nf tn~ ~ind d~signatcd by the la~s of 

t;,e sta:.e · .. ·here ~he pri.r'.c::pa: o(~icl~ i~; lcc.1tl.'d to!" t.t'.e 

invest.~ent of ~u~cis ot insur~nce cc~pan~es. equ~l ~o on~ 

~Ilndccd ::p.r~e;;t of t~)P. :'lP.t. U;·t!,H:· ... ·J iHI.·;:'Ilu:~~ or l;l·P(;~;'lt~.> 

::<"":tll'c:ed <1.11\: ,:ri."j.t(~,! t.·) ~.I·~ .!-=c(..u:t cf :';·J";,~.>(;~~·:)\·rc; '~r 

.=.!>s('~s '~'qual :-, =.tti' :;i.'r~:'!:'.~ .~: :.r.o? r.~t ,1.~.IlUf.: r!rpc~'I::~ 

c)lll'c:!:,I! ';'r.(: '7rec~tl'l~ :0 (:.~ ;.c-:: .... · .• ;·.: ("f ", .. r.!;crll.I!:S (;~. 

:):.'I~CI!2s :1.1'';.':<'' ~'~.'''' :"':-:.: w'r "."j~'> t;l · ... n .l·'! :J::) :.ttil ''': ·.r..:~l.' 

-
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for lon~~r pe~iods; :r. .,dl':ltion t\) which t.h'}"! :;h,lll be 

lIkuntalned in casn. or in :.;uch securities. ,h:Sf!t:J $ufficli!nt 

to discharqe ~ll liabilit.i~s on al~ outstanding l05ses arislnq 

!lndel' policies lssue,l, the 5i;1m"l! to ':>e calcul.Hed in accordance 

with the laws of the 3tate relating to si~ilar r~5~rves for 

~ompanies in:.;urinq similar risks; provided that where ~he 

assets on hanci avai.l,lbh· {'.)r the payment of loss~s other than 

deter(l'lilled lO"~$~s. sl"ll!tli ~ not equal tht'~~-t\tlIt\I:h·ed .. thotl~nru:l: 

.~~_It!.illio~ doll.:H5. all 1 iabi lity for each det~rmined loss or 

claim defeccp.d for more th.,n one year. shall be provided for 

by ,1 special deposit in a trust company or bank h.""ing 

fiduciary po .... t.·rs of the stt\te in which thf! princip.:tl office lS 

loc3ted. to be used in payment of co~pen~ation benefits for 

disability: such deposit Lo b~ d trust fund and applicable 

only to the putposes stated, or !'>uch liability may be 

reinsur~d in author iz~d cOtrlpitnies ..... ith it su!plu$ of at least 

I:"t'ee-hutldred~t:h(l~stl!"d ~~.9~ milli~1} dollars. ror the purpose 

of sa-i:d ~.ct"! refOerves, o~t depo:;.its shall be construed to mean 

the .vlvance r~yn~nts of s\:bscribers after deduct ing tr.et'eft'olfl 

the ar.ount specifically providco in the sub5cribers' 

agrf!enents fer expenses. It at clny ti~e the a!':!'>ets so held in 

cash or such securltles shall be less ttan required above, or 

le!).s I:han I:h!'e~-;"undt'ed-~~t)tI!ldrH: ~~ .... o :.i..!.!).o~, dolLH5, the 

subscribers :)( ~helr att,):npy fer r.he:'1 3hall make up the 

deficiency vithin thirty days after notice fro~ the 

(:ommissioner ('1' In'!':lIrancp. ~o to do !l.q. !n computing the 

a~;'6ets required by this sl~ct.ion, the ~mount. spp.cificd i.n 

~tl:hse(:':io"~h !>ect.i.\)n 520.",. subsc,:=t~~.7!. shall be included. 

Sec. 17. Nr.\oo· S~:.~!.!...Q~. S20.9A SOI,VE:Ney S1·t\~D,'RO ~-

TRANSlrrON. 

Not"lthstandiog 5t?ct.ic:l 5020.9, '-, recip~~c~l or l!lI.~r-

insur~nc" Insurer aJt~oe~z~II to trans~ct business in thl~ 

~t.clre prloe to Ju~y I. 1~8ij. may continue in o?p.ration pro-

'1i,\(,<1 th.lt ~hf' in·.>'~rl,': (':-;.")::I'J1!t~s ,:!"! c!C:d.tI00al ten ?;~:cent 

of t.th~ pr~'/:::>"~; yecll' !:';·.c."':~ .... ·.\p:':.~l a'll: ~'lCpi\lf, to ca?lt:ll .tn;: 

~'lIer:l·.;'i (·;.c~~ ',,~,,-: ·."·;Ul"~: t.ll:'-' ~.,) r:():"It(il:."r.~ t.llt:" 

ddditl0,;ai ~(>:. :,pr~l':n:. ;-1,' (,·';1IlI .ssir:r~i..':- I)t In~;o..;~.H·C('· '~"t 
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revoke the insurer's authorization to do business in this 

state. The insurance commissioner may waive this requirement 

for just cause shown. 

Sec. 18. Section 520.22, Code 1987, is repealed. 

DONALD D. AVENSON 

Speaker of the House 

JO ANN ZIMMERMAN 

President of the Senate 

I hereby certify that this bill originated in the House and 
is known as House File 2303, Seventy-second General Assembly. 

JOSEPH O'HERN 

Chief Clerk of the House 

Approved 1988 

TERRY E. BRANSTAD 

Governor 


