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6 "union" the following: "or association". 
7 4. By renumbering as necessary. 
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1 DIVISION I 

2 Section 1.· NEW SECTION. 515.161 DEFINITIONS. 

3 For purposes of this subchapter, unless the context 

4 requires otherwise: 

5 ''Managing general agent" means a person, acting as an 

6 independent contractor with respect to a domestic insurer, who 

7 performs an underwriting or claims function for the insurer, 

8 but does not include any of the following: 

9 1. A licensed attorney retained for the defense of an 

10 insured, as required or allowed by the policy of insurance 

ll issued by the domestic insurer. 

12 2. A licensed insurance agent who is extended settlement 

13 authority by an insurer as an incidental part of the agent's 

14 duties as an agent. 

15 3. An independent claims adjuster who receives periodic 

16 assignments of claims from an insurer. 

17 4. A person retained for the purpose of obtaining 

18 photographs, diagrams, or otherwise verifying information 

19 submitted on applications for insurance, and who does not 

20 perform any other claim or underwriting services for the 

21 insurer. 

22 Sec. 2. NEW SECTION. 515.162 CONTRACTS WITH MANAGING 

23 GENERAL AGENTS. 

24 A domestic insurer shall not enter into a contract with a 

25 managing general agent unless the domestic insurer notifies 

26 the commissioner in writing of its intention to enter into the 

27 contract at least thirty days prior to entering into the 

28 contract or within a shorter time permitted by the 

29 commissioner and the commissioner has not disapproved of the 

30 contracts within the time period. The commissioner shall not 

31 approve the contracts if the commissioner finds any of the 

32 following: 

33 1. The service or management charges in the contract are 

34 based upon criteria unrelated either to the insurer's profits 

35 or to the reasonable, customary, and usual charges for such 
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l services to the company. 

2 2. Management personnel or other employees of the 

3 1nsurance company are to be performing management functions 

4 and receiving any remuneration for those management functions 

5 throttgh the contract in addition to the compensation received 

6 directly from the insurance company for their services. 

7 3. The contract would transfer substantial control of the 

8 insurer or any of the powers vested in the board of directors, 

9 by statute, articles of incorporation, or bylaws, or 

10 Sttbstantially all of the basic functions of the insurer's 

ll management to the managing general agent. 

12 4. The contract contains provisions which would be clearl.y 

13 detrlmental to the best interest of policyholders, 

14 stockholders, or members of the company. 

l5 5. The officers and directors of the managing gene~al 

16 agent firm are of known bad character or have been affili~ted, 

17 directly or indirectly, through ownership, control, 

18 management, reinsurance transactions, or other insurance or 

19 business relations with any person known to have been involved 

20 in the improper manipulation of assets, accounts, or 

2l reinsurance. 

22 cf the commissioner disapproves of a contract, notlce of 

23 the disapproval shall be given to the insurer, specifying the 

24 reasons in wrlting. The commissioner shall grant any party to 

25 the contract a hearing on the disapproval upon request 

26 pursuant to chapter 17A. 

27 Sec. 3. NEW SECTION. 515.163 LIABILITY OF 1-'.ANAGT.NG 

28 GENERAL AGENTS . 

.St::l/-29 Notwithstanding any obligation of a director or officer o!: 

30 an ~nsolvent insurer to the liquidator of the insolvent 

JL i~surer, a manag1ng general agent of a domestic insurer 

32 against whom an order of liquidation has been entered is 

33 liable for fees pa1d to the managing general agent witti~ ~we 

34 y~ars prior to the entry of the order of liquidation ~pen a 

35 ~inding that the rendering of services, or ~ailure ~o re~d~r 
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1 services to the company. 

2 2. Management personnel or other employees of the 

3 insurance company are to be performing management functions 

4 and receiving any remuneration for those management functions 

5 through the contract in addition to the compensation received 

6 directly from the insurance company for their services. 

7 3. The contract would transfer substantial control of the 

8 insurer or any of the powers vested in the board of directors, 

9 by statute, articles of incorporation, or bylaws, or 

10 substantially all of the basic functions of the insurer's 

11 management to the managing general agent. 
12 4. The contract contains provisions which would be clearly 

13 detrimental to the best interest of policyholders, 

14 stockholders, or members of the company. 

15 5. The officers and directors of the managing general 

16 agent firm are of known bad character or have been affiliated, 

17 directly or indirectly, through ownership, control, 

18 management, reinsurance transactions, or other insurance or 

20 

21 

19 business relations with any person known to have been involved 

in the improper manipulation of assets, accounts, or 

reinsurance. 

22 

23 

24 

25 

26 

27 
28 

If the commissioner disapproves of a contract, notice of 

the disapproval shall be given to the insurer; specifying the 

reasons in writing. The commissioner shall grant any party to 

the contract a hearing on the disapproval upon request 

pursuant to chapter 17A. 

Sec. 3. NEW SECTION. 515.163 LIABILITY OF MANAGING 

GENERAL AGENTS. 

:31~7-29 Notwithstanding any obligation of a director or officer of 

30 an insolvent insurer to the liquidator of the insolvent 

31 insurer, a managing general agent of a domestic insurer 

32 against whom an order of liquidation has been entered is 

33 liable for fees paid to the managing general agent within two 

34 years prior to the entry of the order of liquidation upon a 

35 finding that the rendering of services, or failure to render 

-2-
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l h. A trust exempt from taxation under section 50l(a) of 

2 the Internal Revenue Code, its trustees, and employees acting 

J under the trust. 

4 A custodian, its agents, and employees acting pursJant 

5 to a custodian account which meets the requirements of section 

6 40l(f) of the Internal Revenue Code. 

7 j. A bank, credit union, or other Einancl.al institutiorl 

8 which is subject to supervision or examination by federal or 

9 state banking authorities. 

10 k. A credit card issuing company which advances for and 

ll collects premiums or charges from its credit card holders whc 

12 have authorized it to do so, if the company does not adjust or 

13 settle claims. 

14 1. A person who adjusts or settles claims in the normal 

15 course of the person's practice or employment as an attorney-

16 at-law, and who does r.ot collect charges or pr.emiums 1n 

17 connection with life or health insurance coverage or 

18 annuities. 

19 2. 11 Life or health insurance'' includes, but is not limited 

20 to, the following: 

a. Individual or group accident and sickness insurance 

22 providing 

2 3 b. An 

coverage on an expense-incurred basis. 

individual or group hospital or medical service 

24 contract issued pursuant to chapter 509, 514, or 514A. 

25 c. Ar1 individual or group health maintenance organization 

26 contract regulated under chapter 5148. 

21 d. An individual or group Medicare supplemental poli~y. 

28 e. A long-term care policy. 

29 f. An individual or group life insurance policy or annuity 

30 issued pursuan~ to chapter 508, 508A, or 509A. 

31 Sec. 5. ~EW SEC~ION. 515.167 WRI~TEN AGREE~ENT 

32 NECESSARY. 

31 A person shall r1ot act as an administrator without a 

34 w!·itte~ agreemen~ between the administrator drld the ii~Stlrer, 

35 and the written agreement shall be retained as par: of :he 
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1 official records of both the insurer and the administrator for 

2 the duration of the agreement plus five years. The written 

3 agreement shall contain provisions which include the 

4 requirements of sections 515.166 through 515.171, except 

5 insofar as those requirements do not apply to the functions 

6 performed by the administrator. 

7 When a policy is issued to a trustee, a copy of the trust 

8 agreement and any amendments to the trust agreement shall be 

9 furnished to the insurer by the administrator and shall be 

10 retained as part of the official records of both the insurer 

11 and the administrator for the duration of the policy plus five 

12 years. 

13 Sec. 6. NEW SECTION. 515.168 PAYMENT TO ADMINISTRATOR. 

14 If an insurer uses the services of an administrator under 

15 the terms of a written contract as required in section 

16 515.167, payment to the administrator of any premiums or 

17 charges for insurance by or on behalf of the insured shall be 

18 deemed to have been received by the insurer, and the payment 

19 of return premiums or claims by the insurer to the 

20 administrator shall not be deemed payment to the insured or 

21 claimant until the payments are received by the insured or 

22 claimant. This section does not limit any right of the 

23 insurer against the administrator resulting from the 

24 administrator's failure to make payments to the insurer, 

25 insureds, or claimants. 

26 Sec. 7. NEW SECTION. 515.169 MAINTENANCE OF INFORMATION. 

27 An administrator shall maintain at its principal 

28 administrative office for the duration of the written 

29 agreement referred to in section 515.167 plus five years, 

30 adequate books and records of all transactions between it, 

31 insurers, and insured persons. The administrator's books and 

32 records shall be maintained in accordance with prudent 

33 standards of insurance recordkeeping. The commissioner shall 

34 h~ve access to such books and records for the purpose of 

35 examination, audit, and inspection. Trade secrets contained 
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l in ar1 administrator's books and records, including but not 

2 limited to the identity and addresses of policyholders an•l 

3 certificate holders, shall be confidential, except the 

4 cornmissione4 may use trade secret information in any 

5 proceeding instituted against the administrator. The 1nst1rer 

6 retains the right to continuing access to the administrator's 

7 books and records sufficient to permit the insurer to fulfill 

8 all of its contractual obligations to insured persons, subject 

9 to any restrictions in the written agreement between the 

10 i:1surer and administrator on the proprietary rights of the 

ll parlies in the administrator's books and records. 

l2 Sec. 8. NEW SECTION. 515.170 APPROVAL OF ADVERTISING. 

13 An administrator may use only such advertising pertaining 

14 to the business underwritten by an ins~rer as has been 

15 approved by the insurer in advance of its use . 

. ~6 Sec. 9. NEW SECTION. 515.171 UNDERWRITING PROVISION. 

l7 The agreement shall provide for the underwriting or other 

18 standards pertair1ing to the business underwritten by the 

19 lnStHer. 

20 Sec. 10. NEW SECTION. 515.172 PRE~IUM COLLECTION. 

21 1. All insurance charges or premiums collected by an 

22 administrator on behalf o~ or for an insurer, and retur:l 

23 premiums received from the insurer. shall be held by the 

24 administrator in a fiduciary capacity. Such funds shall be 

25 immediately remitted to the person or persons entitled ro 

26 them, or shall be deposited promptly in a fiduciary bank 

27 account established and maintained by the administrator. If 

/.8 charges or premiums so deposited have been collected on behalf 

29 of or for more than one insurer, the administrator shall cause 

30 the bank in which the f:duciary account is maintained to ~eep 

31 records clearly recording the deposits in and withdrawals from 

32 the account on behalf of or for each insurer. The 

33 administrator shall promptly obtain and ~eep copies of al: 

34 such records and, ~pon request of an insurer, shall fur~is~ 

35 the insurer with copies ot the records perta1n~ng cO depo~:·s 
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1 and withdrawals on behalf of or for that insurer. 

2 2. The administrator shall not pay a claim by withdrawal 

3 from the fiduciary account. Withdrawals from the fiduciary 

4 account shall be made, as provided in the written agreement 

5 between the administrator and the insurer, for any of ~he 

6 following: 

7 a. Remittance to an insurer entitled thereto. 

8 b. Deposit in an account maintained in the name of the 

9 insurer. 

10 c. Transfer to and deposit in a claims-paying account, 

11 with claims to be paid as provided in section 515.173. 

12 d. Payment to a group policyholder for remittance to the 

13 insurer entitled thereto. 

14 e. Payment to the administrator of its commission, fees, 

15 or charges. 

16 f. Remittance of return premiums to the persons entitled 

17 thereto. 

18 Sec. 11. NEW SECTION. 515.173 PAYMENT OF CLAIMS. 

19 A claim paid by the administrator from funds collected on 

20 behalf of the insurer shall be paid only on a draft of and as 

21 authorized by the insurer. 

22 Sec. 12. NEW SECTION. 515.174 CLAIM ADJUSTMENT AND 

23 SETTLEMENT. 

24 The compensation paid to an administrator shall not be 

25 contingent on claim experience on policies for which the 

26 administrator adjusts or settles claims. This section does 

27 not prevent the compensation of an administrator from being 

28 based on premiums or charges collected or number of claims 

29 paid or processed. 

30 Sec. 13. NEW SECTION. 515.175 NOTIFICATION REQUIRED. 

31 When the services of an administrator are used, the 

32 administrator shall provide a written notice, approved by the 

33 insurer, to insured individuals, advising them of the identtty 

34 of and relationship among the administrator, the policyholder, 

35 and the insurer. When an administrator collects funds, it 

·-~ 7 -
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l must identify and state separately in writing to the person 

2 paying to the administrator any charge or premium for 

3 insurance coverage the amount of any such charge or premium 

4 specified by the insurer for such insurance coverage. 

5 Sec:. 14. NEW SECTION. 515.176 CERTIFrCATE Oi' 

6 REG I STRA'l' ION REQUIRED. 

7 A person shall not act as or represent oneself to be an 

8 administrator in this state, other than an adjuster licensed 

9 in this state for the kinds of business for which the person 

10 is acting as an administrator, unless the person holds a 

ll current certificate of registration as an administrator issued 

l2 by the commissioner of insurance. A certificate of 

13 registration as an administrator is renewable every three 

14 years. Failure to hold a certificate subjects the 

15 administrator to the sanctions set out in section 5078.7. The 

16 certificate shall be issued by the commissioner to an 

'..7 administrator unless the commissioner, after due notice and 

18 hearing, determines that the administrator is not competPnt, 

19 trustworthy, financially responsible, or of good personal. and 

20 business reputation, or has had a previous application for an 

21 1nsura11Ce license denied for cause within the preceding five 

22 years. 

23 An application for registration shall be accompanied by a 

24 fil1ng fee of one hundred dollars. After notice and hearing, 

25 the commissione~ may impose any or all of the sanctions set 

26 out in section 5078.7, upon finding that e1ther the 

27 administrator violated any of the requirements of section 

28 515.134 and sections 515.161 through 515.176, or the 

29 administ~ator is not competent, :rustworthy, financially 

30 responsible, or of good personal and business reputation. 

31 Sec. 15. NEW SECTION. 515.177 WAIVING OF RCQUT~EMENTS. 

32 The commissioner ~ay waive the requirements oE section 

33 515.:76 for any person or class of persons. The factors taken 

34 1nto accotlnt in granting a waiver shall include, but are not 

35 limited to whether: 

-8-
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1 1. The person acting as an administrator 

2 business other than that of administra~or. 

. . . , 
1s pr 1mar l ~.-y ir. G 

3 2. The financial strength and history of the organization 

4 indicates stability in its continui.ty or doing business. 

5 3. The regular duties being performed as an administrator 

6 are such that the covered persons are not likely to be inJured 

7 by a waiver of such requirements. 

8 EXPLANATION 

9 Sections 1 through 3 regulate the practice of ''managing 

10 general agents" whereby on a contract basis a person performs 

ll certain duties rormally performed by the insurer's own 

12 officers or employees. The sections permit the commissior1er 

13 to review the fairness of the contracts and impose liability 

14 upon the managing general agent if the insurer becomes 

15 insolvent under certain conditions. 

16 Sections 4 through 15 adopt the national association of 

17 insurance commissioners' model third-party administrator bi.1:. 

18 These sections extend the commissioner's authority to regulate 

19 insurers to their third-party administrators. 

20 

21 

22 

23 

24 

2') 

26 

27 

28 
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A BILL FOR 

Act relating 

of co:1trac:s 

providi~.g for 

to insurance by providing for notice and review 

be~ween insurers and managing general agents and 

requlation of third-par~y ad~inistrators. 

IT ENAC'!'SD fl'l THE GENERAL ASSEMBLY OF THS STAT~ OF :OWA: 

SENATE FILE 272 
H-4052 

1 Amend Senate File 272, as amended, passed, and 
2 reprinted by the Senate, as follows: 
3 1. Page 1, line 6, by inserting after the word 
4 "insure:,'' the following: "except a county ~utual 
5 association that operates only within a given county 
6 and counties contiguous to that county,''. 

By SCHNEKLOTH of Scott 
H-4052 FILED APRIL 17, 1989 

o~rci Lf- GJLf-<f11 ( p 1 ?ttl) 

S-3896 

HOUSE AMENDMENT TO 
SENATE FILE 272 

~ Amend Senate File 272, as amended 
reprlnted by the Senate, as follows·' passed, and 

3 1. Page 1, line 6 b : •. · 
4 "insurer,• the follow;n ! ·~serclng after the word 
5 association that opey~t~~ ~xcept ~ county mutual 
6 and counties contigu;us t otnhlY Wlthln a given county 

o at county,". 
RECEIVED FROM THE HOUSE 

S-3896 FILED APRIL 25, l989!JJ'ok.Cm....OJ.JYC.d ~,. Jt .fft {jf?/7) 
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DIVISION I 1 

2 

3 

Section 1. NEW SECTION. 515.161 DEFINITIONS. 

For purposes of this subchapter, unless the context 

4 requires otherwise: 

5 ''Managing general agent'' means a person, acting as an 

;...joS?---6 independent contractor with respect to a domestic insurer, who 

7 performs an underwriting or claims function for the insurer, 

8 but does not include any of the following: 

9 1. A licensed attorney retained for the defense of an 

10 insured, as required or allowed by the policy of insurance 

11 issued by the domestic insurer. 

12 2. A licensed insurance agent who is extended settlement 

13 authority by an insurer as an incidental part of the agent's 

14 duties as an agent. 

l5 3. An independent claims adjuster who receives periodic 

16 assignments of claims from an insurer. 

17 4. A person retained for the purpose of obtaining 

18 photographs, diagrams, or otherwise verifying information 

19 submitted on applications for insurance, and who does not 

20 perform any other claim or underwriting services for the 

21 insurer. 

22 Sec. 2. NEW SECTION. 515.162 CONTRACTS WITH MANAGING 

23 GENERAL AGENTS. 

24 A domestic insurer shall not enter into a contract with a 

25 managing general agent unless the domestic insurer notifies 

26 the commissioner in writing of i~s intention to enter into the 

27 contract at least thirty days prior to enter1ng into the 

28 contract or w~thin a shorter time permitted by the 

29 commissioner and the commissioner has not disapproved of the 

30 contracts within the time period. The commissioner shall not 

31 approve the contracts if the commissioner finds any of the 

32 following: 

33 l. The service or management charges in the contract are 

34 based upon criteria unrelated either to the insurer's profits 

35 or to the reasonable, customary, and usual charges for such 
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l services to the company. 

2 2. Management personnel or other employees of the 

3 insurance company are ~o be performing management functions 

4 and receiving any remuneration for those management functions 

5 through the contract in addition to the compensation received 

6 directly from the insurance company for their services. 

7 3. The contract would transfer substantial control of the 

8 insurer or any of the powers vested in the board of directors, 

9 by statute, articles of incorporation, or bylaws, or 

10 substantially all of the basic functions of the insurer's 

ll management to the managing general agent. 

l2 4. 7he contract contains provisions which would be clearly 

lJ detrimental to the best interest of policyholders, 

14 stockholders, or members of the company. 

15 5. The officers and directors of the managing general 

16 agent firm are of known bad character or have been affiliated, 

l7 direct~y or indirectly, through ownership, control, 

18 management, reinsurance transactions, or other insurance or 

19 bus1ness re~ations with any person known to have been involved 

20 in tne improper manipulation o~ assets, accounts, or 

21 reinsurance. 

22 IE the ccmmissior.er disapproves of a contract, nOtlce of 

23 tl1e disapproval shall be given to the insurer, specifying :he 

24 reasons in writirlc. The commiss~oner shall grant any !)arty to 

25 che contract a hearing on the disapproval upon request 

26 pursuanc co chapter l7A. 

27 Sec. 3. NE'rl SECT:ON. 515 • .i.6J LIABILITY OF MANAGI~JG 

28 GENERAL AGENTS. 

29 Notwithstanding any obligation of a director or officer of 

30 an insolvent insurer to the liquidator of the insolvent 

31 insurer, a manag~ng general agent of a domestic insurer 

32 against whom an order of liquidation has been entered is 

~ 33 liable for fees paid to the managing general agent prior to 

34 the entry of the order of liquidation upon a finding that the 

35 rendering of services, or failure to render services 

-?-
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1 contracted for, substantially caused or contributed to the 

2 insolvency of the domestic insurer, and was pursuant to a 

3 contract which had not been submitted to the commissioner, or 

4 which had been submitted to the commissioner and disapproved, 

5 or the services did not meet accepted standards for such 

6 servlces. 

7 DIVISION II 

8 Sec. 4. NEW SECTION. 515.166 DEFINITIONS. 

9 As used in this subchapter, unless the context otherwise 

10 requires: 

ll 1. ''Administrator" means a person who collects charges or 

12 premiums from, or who adjusts or settles claims on, residents 

13 of this state in connection with life or heal~~ insurance 

14 coverage or annuities other than any of the following: 

~ 15 a. A union or association on behalf of its members. 

16 b. An insurance company which is either licensed in this 

17 state or acting as an insurer with respect to a policy 

18 lawfully issued and delivered by it in and pursuant to the 

19 laws of a state in which the insurer was authorized to do an 

20 insurance business. 

21 c. An entity licensed under chapter 514 inclading ics 

22 sales representatives licensed in this state when engaged in 

23 the performance of its duties as sales representatives. 

24 d. A life or health agent or broker licensed in this 

25 state, whose activities are limited excluscvely to the sale of 

26 insurance. 

27 e. A creditor on behalf of its debtors with respect to 

28 insurance coverAng a debt between the credit~r and its 

29 debtors. 

30 f. A trust, its trustees, agents, and e~ployees acting 

31 under the trust, established in conformity with 29 u.s.c. § 

32 186. 

33 g. A trust exempt from taxation under section 50l(a) oE 
34 the Internal Revenue Code, its trustees, and employees acttng 

35 under the crust. 

-3-
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1 h. A custodian, its agents, a~d e~ployees acti~q p~rs~ant 

2 to a custodian accnt1nt which meets th~ require~ents of s·~ct~~:. 

3 40l(f) of tl1e Internal Revenue Cocle. 

A ;..k:.r:k, credit t.;:1ion, or other financi.a_l ~:1sr.:r.:~t.inn 

5 which lS subject to supervision or exami~ation by federai ~r 

6 state banki~g authorities. 

7 J. A c~edit card issuing company which adva11ces for a~d 

8 collects premiums or charges E:cm its credi~ card holders w~o 

9 have authorized ~t to do so, if the compa:!y does ilot adjust or 

lO settle claims. 

ll k. A person who adjusts or settles claims in the norma~ 

!2 course of the perso;J's practice or employment as an a~torney-

13 at-law, and who does not collect charges or p:e~iums in 

l4 connec~ion with life o: health insurance coverage or 

15 annuitles. 

16 2. 11 Li fe or health tnsurance" includes, bl.it ~s net 1. l:ni ted 

17 to, the following: 

l8 a. Individuai or group accident and s:ckness :ns:;rance 

19 9rc~iding coverage on an expense-:ncurred bas1s. 

20 b. Ar. individua" o~ group hospital or medical serv1ce 

21 contract issued pursuant to chapter 509, 514, or 5l4A. 

22 c. An i11dividual o~ group health ma~ntena~ce organ1zat~on 

23 contract regulated Jnder chapter 5148. 

24 d. An indiv:dual or group Medicare suppleme~tal policy. 

25 e. A long-term care policy. 

26 f. An individual o~ group life insurance policy or annuity 

27 issued pursuant to chapter 508, 508A, or 509A. 

28 Sec. 5. NEW SECTION. 515.167 WRITTEN AGREEMENT 

29 NECESSARY. 

30 A person shall not act as an administrator without a 

31 written agreemen: between the administrator and the insurer, 

32 and the written agreement shall be retained as part of the 

33 official records of both the insurer and the administrator for 

34 the duration of the agreement plus five years. The written 

35 agreement shall contain provisions which include the 

-~-
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1 requirements of sections 515.166 through 515.171, except 

2 insofar as those requirements do not apply to the functions 

3 performed by the administrator. 

4 When a policy is issued to a trustee, a copy of the trust 

5 agreement and any amendments to the trust agreement shall be 

6 furnished to the insurer by the administrator and shall be 

7 retained as part of the official records of both the insurer 

8 and the administrator Eor the duration of the policy plus five 

9 years. 

10 Sec. 6. NEW SECTION. 515.l68 PAYMENT TO ADMINISTRATOR. 

ll If an insurer uses the services of an administrator under 

12 the terms of a written contract as required in section 

13 515.~67, payment to the administrator of any premiums or 

14 charges for insurance by or on behalf of :he insured shall be 

15 deemed to have been received by the insurer, and the payment 

16 of return premiums or claims by the insurer to the 

17 administrator shall not be deemed payment to the insured or 

18 claimant until the payments are received by the insured or 

19 claimant. This section does not limit any r1ght of the 

20 insurer against the administrator resulting ~rom the 

21 administrator's failure to make ?aymer.ts ~o the insure~, 

22 insureds, or claimants. 

23 Sec. 7. NEW SECTION. 515.169 .'-'uUNTENA:-JCE Of' :~FOR.V.AT!ON. 

24 An administrator shall ma1ncain at its principal 

25 administrative office for the duration of the ~ri:ten 

26 agreement referred to in section 515.167 plus ~~ve years, 

/.7 adequate books and records of all transac:1c~s be:ween i~, 

28 insurers, and insured persons. che adminis~cator's books and 

29 records shall be maintained in accordance with pr•Jdenc 

30 standards cf insurance recordkeep1ng. ·rhe cor.unissioner shall 

31 have access to such books and records fer che purpose of 

32 examination, audit, and inspec:ion. ~rade secrets contained 

33 in an administrator's books and records, incl~ding but not 

34 limited to the identity and addresses of poiicyholders a~d 

3S certificate holders, shall be confidentia~. except the 
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l commissioner may us;:; trade secret information in any 

2 proceeding instituted against the administrator. The insLlrer 

3 retains the right to continuing access to the administrator's 

4 books and records sufficient to permit the insurer to fulfill 

5 all of its contractual obligations to insured persons, subjecc 

6 to any restrictions in the written agreement between the 

7 insurer and administrator on the proprietary rights of the 

·a parties in the administrator's books and records. 

9 Sec. 8. NEW SECTION. 515.170 APPROVAL OF ADVERTISING. 

10 An administrator may use only such advertising pertaining 

11 to the business underwritten by an insurer as has been 

12 approved by the insurer in advance of its use. 

13 Sec. 9. NEW SECTION. 515.171 UNDERWRITING PROVISION. 

14 The agreement shall provide for the underwriting or other 

15 standards pertaining to the business underwritten by the 

16 insurer. 

17 Sec. 10. NEW SECTION. 515.172 PREMIUM COLLECTION. 

18 1. All insurance charges or premiums collected by an 

19 administrator on behalf of or for an insurer, and return 

20 premiums received from the insurer, shall be held by the 

21 administrator in a fiduciary capacity. Such funds shall be 

22 immediately remitted to the person or persons entitled to 

23 them, or shall be deposited promptly in a fiduciary bank 

24 account established and maintained by the administrator. If 

25 charges or premiums so deposited have been collected on behalf 

26 of or for more than one insurer, the administrator shall cause 

27 the bank in which the fiduciary account is maintained to keep 

28 records clearly recording the deposits in and withdrawals from 

29 the account on behalf of or for each insurer. The 

30 administrator shall promptly obtain and keep copies of all 

31 such records and, upon request of an insurer, shall furnish 

32 the insurer with copies of the records pertaining to deposits 

33 and withdrawals on behalf of or for that insurer. 

34 2. The administrator shall not pay a claim by withdrawal 

35 from the fiduciary account. Withdrawals from the fiduciary 
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l account shall be made, as provided in the written agreement 

2 between the administrator and the insurer, for any of the 

3 following: 

4 a. Remittance to an insurer entitled the~eto. 

5 b. Deposit in an account maintained in the name of the 

6 insurer. 

7 c. Transfer to and deposit in a claims-paying accou~t. 

8 with claims to be paid as provided in sectio:1 515.173. 

9 d. Payment to a g~oup policyholder for remittance to the 

10 insurer ent1tled thereto. 

ll e. Payment to the administrator of its co~~ission, fees, 

12 or charges. 

13 f. Remittance of return premiums to the persons entitled 

14 thereto. 

Sec. ll. NEW SECTION. 515."73 PAYMENT OF CLAIMS. 

16 A claim paici by the admLnistrator from funds collected on 

17 behalf of t~e insurer shall be paid only on a draft cf and as 

l8 authorized by the cnsurer. 

19 Sec. 12. NEW SECTION. 515.174 CLAIM ADJUSTMEN~ AND 

20 SETTLEMENT. 

21 ·rhe compensation paid to an administrator sna:: ~ot be 

22 continqent on claim experience on policies for w~ich ::he 

23 administrator adjusts or settles clai~s. T~is sec:io~ does 

24 not prevent the compensation oE an adminis:~at2r E~om bei~g 

25 based on premi~ms or charges coliec~ed or ~umber ~f c~aims 

26 paid or processed. 

27 Sec. 13. ~EW SECTION. 515.175 ~OTIF:CAT!ON R!QUiRED. 

28 When the services of an administrator are ~sed, t~e 

29 administrator shall provide a wr~tten ~otice, approved by the 

JO insurer, to insured individuals, advisi~g t~em c: :he ~dent~ty 

31 of and relationship among the administrator, the policyholder, 

32 and the ins~rer. When an administrator collects f~r.ds, it 

33 must identify and state separacely in writing co the perso~ 

34 paying to che administrator any charge or pteml~m Eor 

35 insurance coverage the amo~nt of any such charge or premium 

-7-
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2 Sec. 14. NZW SECTION. 

1 REGISTRATION REQU!~EO. 

4 A person ~;hall ~ot act as cr represe~: oneself t0 b~ a11 

5 admir1istrator i~ cnis state, othe: than ~!~ adjuster lice~tsed 

6 in thi.~ state fer the kinds of business for ~~ich the p~r~c~ 

7 is acting as an administrator, unless the pe~son holds a 

8 current certificate of registration as an administrator issued 

9 by the comr.1issioner oE insurance. A certificate of 

lO registration as an administrator is renewable every three 

ll years. Failure to hold a certificate subjects the 

12 administrate~ to the sanctions set out in section 5078.7. The 

:3 certi~icate sr.all be issued by the commissioner to an 

!4 administrator ~nless the commissioner, after due notice ar1d 

:5 hearing, determines that the administrator is ~ot competent, 

16 trustworthy, financially responsible, or of good personal and 

17 business reputation, or has had a previous application Er>r an 

18 insurance iicense denied for cause with~n the preceding five 

:.9 years. 

20 An application for registration shall be accompanied by e 

7.1 eiling fee of cne hundred do:lars. After notice and hear:~g. 

22 the commissioner rr.ay ir.Ipose any o~ all e>f :::;e sanctions se: 

23 out in section 5078.7, upon finding that either the 

24 administrator violated any of the requireffients of sect1on 

25 515.134 and sections 515.161 through 515.176, or the 

26 administrator is not competent, trustworthy, financially 

27 responsible, or of good ?ersonal and business reputation. 

28 Sec. 15. NEW SECTION. 515.177 WAIVING OF REQUIREMENTS. 

29 The co~~issioner may waive the requirements of section 

30 515.176 for any person or class of persons. The factors taken 

31 into account in granting a waiver shall include, but are not 

32 limited to whether: 

33 1. The person acting as an administrator is primarily in a 

34 business other than that of administrator. 

35 2. The financial strength and history of the organization 
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1 indicates stability in its continuity of doir.q business. 

2 J. The regular dutieS being per(ormed as an administratcor 

3 are such that the covered persons are not likely to be injured 

4 by a waiver of such requirements. 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 
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21 
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23 

24 

25 
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28 
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1 DIVISION I 
2 Section 1. NEW SECTION. 515.161 DEFINITIONS. 

3 For purposes of this subchapter, unless the context 

4 requires otherwise: 

5 "Managing general agent" means a person, acting as an 
6 independent contractor with respect to a domestic insurer, who 

7 performs an underwriting or claims function for the insurer, 

8 but does not include any of the following: 

9 1. A licensed attorney retained for the defense of an 

10 insured, as required or allowed by the policy of insurance 

11 issued by the domestic insurer. 

12 2. A licensed insurance agent who is extended settlement 

13 authority by an insurer as an incidental part of the agent's 

14 duties as an agent. 

15 3. An independent claims adjuster who receives periodic 
16 assignments of claims from an insurer. 

17 4. A person retained for the purpose of obtaining 

18 photographs, diagrams, or otherwise verifying information 

19 submitted on applications for insurance, and who does not 

20 perform any other claim or underwriting services for the 

21 insurer. 

22 Sec. 2. NEW SECTION. 515.162 CONTRACTS WITH MANAGING 

23 GENERAL AGENTS. 

24 A domestic insurer shall not enter into a contract with a 

25 managing general agent unless the domestic insurer notifies 
26 the commissioner in writing of its intention to enter into the 

27 contract at least thirty days prior to entering into the 

28 contract or within a shorter time permitted by the 

29 commissioner and the commissioner 

30 contracts within the time period. 
has not disapproved of the 

The commissioner shall not 
31 approve the contracts if the commissioner finds any of the 
32 following: 

33 l. The 
34 based upon 

service or management charges in the contract are 

criteria unrelated either to the insurer's profits 
35 or to the reasonable, customary, and usual charges for such 

-1-
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l services to the company. 
2 2. Management personnel or other employees of the 

3 insurance company are to be performing management functions 
4 and receiving any remuneration for those management functions 

5 through the contract in addition to the compensation received 
6 directly from the insurance company for their services. 

7 3. The contract would transfer substantial control of the 

8 insurer or any of the powers vested in the board of directors, 

9 by statute, articles of incorporation, or bylaws, or 

10 substantially all of the basic functions of the insurer's 

management to the managing general agent. 11 

12 

13 
14 

15 

16 

17 

18 

19 
20 

21 

22 

23 

24 

25 

26 

4. The contract contains provisions which would be clearly 

detrimental to the best interest of policyholders, 

stockholders, or members of the company. 

5. The officers and directors of the managing general 

agent firm are of known bad character or have been affiliated, 

directly or indirectly, through ownership, control, 
management, reinsurance transactions, or other insurance or 

business relations with any person known to have been involved 
in the improper manipulation of assets, accounts, or 

reinsurance. 
If the commissioner disapproves of a contract, notice of 

the disapproval shall be given to the insurer, specifying the 

reasons in writing. The commissioner shall grant any party to 

the contract a hearing on the disapproval upon request 

pursuant to chapter 17A. 

27 Sec. 3. NEW SECTION. 515.163 LIABILITY OF MANAGING 

28 GENERAL AGENTS. 
29 Notwithstanding any obligation of a director or officer of 

30 an insolvent insurer to the liquidator of the insolvent 

31 insurer, a managing general agent of a domestic insurer 

32 against whom an order of liquidation has been entered is 

33 liable for fees paid to the managing general agent within two 

34 years prior to the entry of the order of liquidation upon a 

35 finding that the rendering of services, or failure to render 
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1 services contracted for, substantially caused or contributed 
2 to the insolvency of the domestic insurer, and was pursuant to 

3 a contract which had not been submitted to the commissioner, 

4 or which had been submitted to the commissioner and 

5 disapproved, or the services did not meet accepted standards 

6 for such services. 

7 DIVISION II 

8 Sec. 4. NEW SECTION. 515.166 DEFINITIONS. 

9 As used in this subchapter, unless the context otherwise 

10 requires: 
11 1. "Administrator" means a person who collects charges or 

12 premiums from, or who adjusts or settles claims on, residents 

13 of this state in connection with life or health insurance 

14 coverage or annuities other than any of the following: 

15 a. An employer on behalf of its employees or the employees 

16 of one or more subsidiary or affiliated corporations of the 

17 employer. 
18 b. A union on behalf of its members. 

19 c. An insurance company which is either licensed in this 

20 state or acting as an insurer with respect to a policy 

21 lawfully issued and delivered by it in and pursuant to the 

22 laws of a state in which the insurer was authorized to do an 

23 insurance business. 

24 d. An entity licensed under chapter 514 including its 

25 sales representatives licensed in this state when engaged in 

26 the performance of its duties as sales representatives. 

27 e. A life or health agent or broker licensed in this 

28 state, whose activities are limited exclusively to the sale of 

29 insurance. 
30 f. A creditor on behalf of its debtors with respect to 

31 insurance covering a debt between the creditor and its 
32 debtors. 

33 g. 

34 under 

35 186. 

A trust, its trustees, agents, and employees acting 

the trust, established in conformity with 29 u.s.c. § 
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1 h. A trust exempt from taxation under section 50l(a) of 
2 the Internal Revenue Code, its trustees, and employees acting 

3 under the trust. 
4 i. A custodian, its agents, and employees acting pursuant 

5 to a custodian account which meets the requirements of section 

6 40l(f) of the Internal Revenue Code. 

7 j. A bank, credit union, or other financial institution 

8 which is subject to supervision or examination by federal or 

9 state banking authorities. 
10 k. A credit card issuing company which advances for and 

11 collects premiums or charges from its credit card holders who 

12 have authorized it to do so, if the company does not adjust or 

13 settle claims. 
14 1. A person who adjusts or settles claims in the normal 

15 course of the person's practice or employment as an attorney-

16 at-law, and who does not collect charges or premiums in 

17 connection with life or health insurance coverage or 

18 annuities. 

19 2. ''Life or health insurance" includes, but is not limited 

20 to, the following: 

21 a. Individual or group accident and sickness insurance 

22 providing coverage on an expense-incurred basis. 

23 b. An individual or group hospital or medical service 
24 contract issued pursuant to chapter 509, 514, or 514A. 

25 c. An individual or group health maintenance organization 

26 contract regulated under chapter 514B. 

27 d. An individual or group Medicare supplemental policy. 

28 e. A long-term care policy. 

29 f. An individual or group life insurance policy or annuity 

30 issued pursuant to chapter 508, 508A, or 509A. 

31 Sec. 5. NEW SECTION. 515.167 WRITTEN AGREEMENT 

32 NECESSARY. 

33 A person shall not act as an administrator without a 

34 written agreement between the administrator and the insurer, 

35 and the written agreement shall be retained as part of the 
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1 official records of both the insurer and the administrator for 

2 the duration of the agreement plus five years. The written 

3 agreement shall 
4 requirements of 

5 insofar as those 

6 performed by the 

contain provisions which include the 
sections 515.166 through 515.171, except 

requirements do not apply to the functions 

administrator. 

is issued to a trustee, a copy of the trust 

8 agreement and any amendments to the trust agreement shall be 

9 furnished to the insurer by the administrator and shall be 

7 When a policy 

10 retained as part of the official records of both the insurer 

11 and the administrator for the duration of the policy plus five 

12 years. 
13 Sec. 6. NEW SECTION. 515.168 PAYMENT TO ADMINISTRATOR. 

14 If an insurer uses the services of an administrator under 

15 the terms of a written contract as required in section 

16 515.167, payment to the administrator of any premiums or 

17 charges for insurance by or on behalf of the insured shall be 

18 deemed to have been received by the insurer, and the payment 

19 of return premiums or claims by the insurer to the 

20 administrator shall not be deemed payment to the insured or 

21 claimant until the payments are received by the insured or 
22 claimant. This section does not limit any right of the 

23 insurer against the administrator resulting from the 
24 administrator's failure to make payments to the insurer, 

25 insureds, or claimants. 

26 Sec. 7. NEW SECTION. 515.169 MAINTENANCE OF INFORMATION. 

27 An administrator shall maintain at its principal 

28 administrative office for the duration of the written 

29 agreement referred to in section 515.167 plus five years, 
30 adequate books and records of all transactions between it, 

31 insurers, and insured persons. The administrator's books and 
32 records shall be maintained in accordance with prudent 

33 standards of insurance recordkeeping. The commissioner shall 

34 have access to such books and records for the purpose of 

35 examination, audit, and inspection. Trade secrets contained 

-5-
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1 ~nan administrator's books and records, including but not 
2 limited to the identity and addresses of policyholders and 

3 certificate holders, shall be confidential, except the 

4 commissioner may use trade secret information in any 

5 proceeding instituted against the administrator. The insurer 
6 retains the right to continuing access to the administrator's 

7 books and records sufficient to permit the insurer to fulfill 
8 all of its contractual obligations to insured persons, subject 

9 to any restrictions in the written agreement between the 

10 insurer and administrator on the proprietary rights of the 

11 parties in the administrator's books and records. 
12 Sec. 8. NEW SECTION. 515.170 APPROVAL OF ADVERTISING. 

13 An administrator may use only such advertising pertaining 

14 to the business underwritten by an insurer as has been 

15 approved by the insurer in advance of its use. 
16 Sec. 9. NEW SECTION. 515.171 UNDERWRITING PROVISION. 

17 

18 

19 

The agreement shall provide for the underwriting or other 

standards pertaining to the business underwritten by the 

insurer. 

20 

21 

Sec. 10. NEW SECTION. 515.172 PREMIUM COLLECTION. 

1. All insurance charges or premiums collected by an 

22 administrator on behalf of or for an insurer, and return 

23 premiums received from the insurer, shall be held by the 

24 administrator in a fiduciary capacity. Such funds shall be 

25 immediately remitted to the person or persons entitled to 
26 them, or shall be deposited promptly in a fiduciary bank 

27 account established and maintained by the administrator. If 

28 charges or premiums so deposited have been collected on behalf 

29 of or for more than one insurer, the administrator shall cause 

30 the bank in which the fiduciary account is maintained to keep 

31 records clearly recording the deposits in and withdrawals from 

32 the account on behalf of or for each insurer. The 

33 administrator shall promptly obtain and keep copies of all 

34 such records and, upon request of an insurer, shall furnish 

35 the insurer with copies of the records pertaining to deposits 
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1 and withdrawals on behalf of or for that insurer. 

2 2. The administrator shall not pay a claim by withdrawal 

3 from the fiduciary account. Withdrawals from the fiduciary 

4 account shall be made, as provided in the written agreement 

5 between the administrator and the insurer, for any of the 

6 following: 

7 a. Remittance to an insurer entitled thereto. 

8 b. Deposit in an account maintained in the name of the 

9 insurer. 

10 c. Transfer to and deposit in a claims-paying account, 

11 with claims to be paid as provided in section 515.173. 

12 d. Payment to a group policyholder for remittance to the 

13 insurer entitled thereto. 

14 e. Payment to the administrator of its commission, fees, 

15 or charges. 

16 f. Remittance of return premiums to the persons entitled 

17 thereto. 

18 Sec. 11. NEW SECTION. 515.173 PAYMENT OF CLAIMS. 

19 A claim paid by the administrator from funds collected on 

20 behalf of the insurer shall be paid only on a draft of and as 

21 authorized by the insurer. 

22 Sec. 12. NEW SECTION. 515.174 CLAIM ADJUSTMENT AND 

23 SETTLEMENT. 

24 The compensation paid to an administrator shall not be 

25 contingent on claim experience on policies for which the 

26 administrator adjusts or settles claims. This section does 

27 not prevent the compensation of an administrator from being 

28 based on premiums or charges collected or number of claims 

29 paid or processed. 

30 Sec. 13. NEW SECTION. 515.175 NOTIFICATION REQUIRED. 

31 When the services of an administrator are used, the 

32 administrator shall provide a written notice, approved by the 

33 insurer, to insured individuals, advising them of the identity 

34 of and relationship among the administrator, the policyholder, 

35 and the insurer. When an administrator collects funds, it 

-7-
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1 must identify and state separately in writing to the person 

2 paying to the administrator any charge or premium for 

3 insurance coverage the amount of any such charge or premium 

4 specified by the insurer for such insurance coverage. 

5 Sec. 14. NEW SECTION. 515.176 CERTIFICATE OF 

6 REGISTRATION REQUIRED. 

7 A person shall not act as or represent oneself to be an 

8 administrator in this state, other than an adjuster licensed 

9 in this state for the kinds of business for which the person 

10 is acting as an administrator, unless the person holds a 

11 current certificate of registration as an administrator issued 

12 by the commissioner of insurance. A certificate of 

13 registration as an administrator is renewable every three 

14 years. Failure to hold a certificate subjects the 

15 administrator to the sanctions set out in section 5078.7. The 

16 certificate shall be issued by the commissioner to an 

17 administrator unless the commissioner, after due notice and 

18 hearing, determines that the administrator is not competent, 

19 trustworthy, financially responsible, or of good personal and 

20 business reputation, or has had a previous application for an 

21 insurance license denied for cause within the preceding five 

22 years. 

23 An application for registration shall be accompanied by a 

24 filing fee of one hundred dollars. After notice and hearing, 

25 the commissioner may impose any or all of the sanctions set 

26 out in section 507B.7, upon finding that either the 

27 administrator violated any of the requirements of section 

28 515.134 and sections 515.161 through 515.176, or the 

29 administrator is not competent, trustworthy, financially 

30 responsible, or of good personal and business reputation. 

31 Sec. 15. NEW SECTION. 515.177 WAIVING OF REQUIREMENTS. 

32 The commissioner may waive the requirements of section 

33 515.176 for any person or class of persons. The factors taken 

34 into account in granting a waiver shall include, but are not 

35 limited to whether: 

-8-
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1 1. The person acting as an administrator is primarily in a 

2 business other than that of administrator. 

3 2. The financial strength and history of the organization 

4 indicates stability in its continuity of doing business. 

5 3. The regular duties being performed as an administrator 

6 are such that the covered persons are not likely to be injured 

7 by a waiver of such requirements. 

8 EXPLANATION 

9 Sections l through 3 regulate the practice of "managing 
10 general agents" whereby on a contract basis a person performs 

11 certain duties normally performed by the insurer's own 

12 officers or employees. The sections permit the commissioner 

13 to review the fairness of the contracts and impose liability 

14 upon the managing general agent if the insurer becomes 

15 insolvent under certain conditions. 

16 Sections 4 through 15 adopt the national association of 

17 insurance commissioners' model third-party administrator bill. 
18 These sections extend the commissioner's authority to regulate 

19 insurers to their third-party administrators. 

20 BACKGROUND STATEMENT 

21 SUBMITTED BY THE AGENCY 

22 Division I is bill sections 1 through 3. 

23 In the commissioner's role, a statutory liquidator of 

24 insolvent insurance companies, there has been found a pattern 

25 and practice of involvement by "managing general agents". 
26 These are individuals or entities who perform critical 

27 functions for an insurer--functions which would normally be 
28 performed by the insurer's own officers or employees but which 

29 are performed by outside independent contractors. These 

30 agents have been found to be a significant contributory factor 

31 in a number of serious insolvencies. Their role has been to 
32 extract exorbitant fees for independent underwriting or claim 

33 services. Division I makes contracts with such agents subject 

34 to prior review by the Commissioner for excessiveness of fees 

35 in relation to services rendered and imposes liability upon 

-9-
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~ l these agents in the event of insolvency under certain 

2 conditions. 

-. 

-. 

3 

4 

5 
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7 

8 

9 
10 

11 

12 

l3 
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15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 
30 

31 

32 

33 

34 

35 

Division II (sections 4 through 15) adopts the NAIC model 

bill on third-party administrators (TPA's), which 19 other 

states have adopted in various forms. TPA's perform functions 

which insurers have traditionally performed and, in order to 

effectively regulate the life and health industry, control 

over these parties is necessary. This law will require 

administers to maintain certain information on its contracts 

which may be examined by the Commissioner. 
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AN ACT 

RELATING TO INSURANCE BY PHOVIOi:NG FOR NOTICE ANO RF.VlF.W OP" 

CONTRACTS BF:-T'.-.'E!:N I NSURC:RS At'O MNAG J NG GENLRAL AG::NTS AW> 

PROVIDING FOR Rt:GllL..AT!ON OF ':'!l!RD-PAWTY ADMitviSTHATORS. 

BE lT ~~ACTf.O RY 'I'!! F. GENE:.!AL t\SSF.~8L\' Oi' 'I'll f. s-r,\TE: m-· IOU,' 

DIVISlON I 

Section l. NF.I-; _SECTION. 515.161 L>t:t'iNl'f'IONS. 

For purp0se-s of this .:>ubchapt.e:-, unlesn the contl?xt 

requires other~ise: 

'"Man.:.ginq qen~ral agent" mean:; .1 person, actinq as an 

independent contractor with respect to a do~estic iRSIJI'er, 

exc~pt a COilnty mutual association that operatC9 only ~ithi~ d 

qiven county and counties C()ntiguous to t.hat c;:~unty, who 

performs an underwriting 01 claims function for the lns.uttH, 

hut do~s not i-nclude any of the follo .... ·inq: 

1. A licensed attorn~y retained for the defensP of an 

in5ured, cls requir~d or allowed by t.he pol icy of insurance­

issued by the- dO!;"~eSLlC insurer. 

2. A licensf~d insuranc~ &.:Jent who is ~xtendcd :Jett.l~ntent 

authority by an 1nsurer dS an incidental part of the aqetlt's 

~~ties as an agent. 

3. An ind~pendent clai~s adjust~r who receives pP.riodic 

assignments of clains fro~ an insur~r. 

4. A per.son retalr.t!d !:H t!H~ purpo.!'le of :'btaining 

photographs, diaqrdn~, 01 :lt~1e:wise verifying in!ormatlon 

subnittcd on applications LH insurance, and wilO does not 

pcrfor:n ~ny other clait"!'l '):" under·..-ri.tinq servu:~s f-:.r ':he 

1nsurer. 

Sec. ?. ~~~-SECJ.!._9!'J· 1)11).162 CON"TRAC"TS '~ITII AANi\GING 

GF.N~RAL AGI::~l't'S. 

~ • 
S~nate rile 212, p. 2 

A dcl~estic insurer ~hall not ~nt~r into d contract with a 

m<lfl<lginq gent:!ral c~:qent unle!>s the- domestic in~urer notifif!:> 

the com.'Tii.ssiont!l in writing of its intention to c!ntcr into th1~ 

contract at least thlrty days prior to enterinq into the 

contract or within a shortPr tim~ p~r~itted by the 

co!'l'llllissioner .-uHi the- com.'TilSSlQOP.r has not d.isappnwcd of ttle 

contracts 'Jithln th~ time period. 'i'he COITir'lissionel shall not 

.1pprovo:- ~.he contract~; if the comrnissioner finds any of the 

following: 

1. ThP.- serv.i.ct" or rt'anaqement. charges in the contract art.• 

based upon crit~ria unrelated either to the insurer's profits 

or to the reclSOilclble, custoiT'ary, and usual charges for such 

services to the company. 

2. !-:anagen1mt pQ'r!>onnel or other ~mployees of t.h1~ 

insurance company are t:o be pertorming :nanagement. function~ 

and l'eceivinq any remuner;nion for tho~e management functions 

through the contract i.n additicn to the co!T'pensation rQ'cci·.;ed 

directly frcm the insur~"lnce company for their ~crvices. 

J. Ttle contract would transfer suhsl<tntial control of the 

insurer or any of the powers \'est.ed in the board of directors, 

by statute, articles of incorporation, or byla-..·s, or 

substantially all of tht" basic functions of th~ insure1 's 

~an.1g~~~nt to the managing general <agent. 

4. The contract cont~"lins provisions which ·.oould be cle.uly 

detrimental to th~ best int(!rest of f>?licyholders, 

stockholders, or nPnb~rs of the ccmpany. 

s. Ttle officel's and directors of the managinq qcneral 

aq~nt firn are of known bad character or have bet"n affili,lt:~d. 

dll'e~t.ly or indirectly, throuqh ownership, control, 

;n,ln<lqement., reinsurance t.r.Jnsactions, or other insurance or 

bustn~ss rPlatioo~ wint any person known to have been involved 

in t.hP improper manipulat 10n ot assPts, ~~ccounts, or 

reinsttrancP. 

If the c,?rnnission~r d~s<~.pprovf:>s of <1 contract, notice of 

the l.!i:;a~proval shall. h.:- gi·:~n t.o the tnsurer, spec1fyinq th1~ 

rca~oo:~ 1n 1.:r.tinq. i'IH: c:H-:ur.ia$ioner shall qr.ant •lny p.art·y tc 

Cl) ., 
~ 
N 
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the contract 01 hC'aonq on the disapproval 11pon req1.1est 

purs~ant til chapter l7A. 

Sec. J. ~_!:'~ SF..f...:riON. Sl'J.l63 I,IASli.ITY OF AANAGING 

GF.Nl::PAI. AGF.N'l'S, 

Notwithstanding any obligation of a director or office~ of 

an insolvent tnsucer to the liquidator of the insol~ent 

insurer, a ~anaging general aqcnt of a domestic insurer 

dqatnst. wtwm an ordP.r of liquld,lt.ion has been entered is 

liable for fees paid to the managing general .1qent. prior t:o 

tht> ent.ry of the order of liquidation upon a findir1g that the 

rendering of services, or failure to render services 

contract.Pd for, substantially caused or c:ontt·ibuted to the 

tns.olvency of the domestic ins.uret·, and was pursuant to c'l 

contrar;t which had not: b~en .;;ubmttted t.o the commu;sioner, or 

which had beer. submitted to the co:-vni~-sioner .1nd (\isapproved, 

or the services did not cneet accepted standards. for such 

servtces. 

DIVISION II 

Sec. oL ~~!'I SI::C_1'H~. SIS.l66 O~fiNI710NS. 

Aa us~d in th~s sutl<:hapter, unless the conLPxt othC'rwise 

r~quires: 

l. ''Administrator'' Medns a person who collects charqPs or 

pre:-:~iums trott~, or who adju5t.s or sett.le::; .::lain~ on, n~sidPnt!; 

-:>f thi3 stclte in c:C>nne.::tio:"l with ltfe or health ina;Jranc~ 

cove:aqe :1r annuit·.ic$ ot.her than dny of the (ollowinq: 

d. A ~n1on ?r a9sactat.Lon on behal~ of its n~mb~rs. 

:l. An i.nsurancP cornpany which is Pithet J icenseJ tn thts 

s:ate ~r ac:1~q as an 1nsur~r w~th respPc:t to a policy 

lawf1:lly .3sJ~C &nd dPliver~d by il in and putsltdnl to t.hE: 

~it"M!; )f.:. :;tate ic: •.oh.ctl the in:;uret· was a•Jthot·ized t:::o d:) J.n 

-~~urance n~s1ness. 

1:. An Pntity li· '!nsed ttnder chdptPr ~~~ .tlc:luclinq i·c 

sa_p~ :epres~ntattv~s licens~d in this sta:e ~hen en~aged -" 

thf.! p,.r[or:nanr.P -:.f i ~-; dut i~~ J.!i sales ~<~;..-resent..l':tvea. 

d. A iitc ~r hc~tt.h a~~nt. 'lr br~ker licP~~~d in t.h~~ 

~~~~.~. ~~(S~ d::t.i~L~IPS J.:e ILrrlt.Cd ex(;I\!St~ely t~: ~~p G4~1' Cf 

:r.:~lll l.lCP. 
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e. A creditor on behalf of its (lebt<lrs with respect to 

~n-suranc~ cover1ng a debt between the creditor and its 

debt: or 9, 

f. A t.rttst, its :rustees, aq~nts, and P~~loyPeB acting 

under the trust, ~stabli~hed in conformity with 29 U.S.C. S 

186. 
g. A trust I!Xcrnpt fro:n taxcttion under st:-ction SOl(a) of 

the Int.ernal Revenue CoJe, its t·.rustPf'S, and emplo;yeC's .1ct inq 

under the tl'ust. 
h. A custodian. it~ aq~;>nts, and enployees act.inq pursuant 

to c1 custodian account which nce-ts the requi~€.'rneno;:s of section 

4Ql(fJ of thP. IntPt·nal Ro:!ven,Jt? Code. 

i. A bank, credit union, clr other financial i:"lst.itut.ion 

wh~ch ts sub)ec:t to supervision or examination by f~detal or 

state banking ~uthor:t.iea. 

J· A crP.dit card t~suinq co~pany which advances for and 

coll~ct.s pre~1urns or charge!'. from it'S credit card 1\()lders. who 

have aut.horLzed it to do so, if the cc~mpany does not. arijust or 

se':tle- cldins. 
'· A per~cln wl\() adjusts clr settles claimG i.n :hP nor~a: 

courae of the person's practLce or t."mploynent a~ an attorney­

at.-:aw, and who doP.s not. collect charqes or prem~ums Ln 

conncctloct wtt.h lif~ or l1P.alt.h insuranc-P. CO'JE!tagP. or 

dOIHtities. 

2. ''t,ife or heal~h i~suran(:e'' includes, but 1s not l~mited 

t.O, T:tlt' fnllO'•ilng: .. IndivHI'J•l~ or qcoup acctdent: and sic..::"les::, LnaurancP 

?rov1dinq covP.r;;.qe on ar. o?xpensP-illCIJrred ba;;ia. 

b. An indivtliuJ.l ot· qr;,up ho:::pital or medtcal servtcc 

::ontl'i\('1: i~.s:J1:o..! pur:~ual'.t t.o Ch3pt.er SO';l, 51-L or S'14K. 

•=· ,\n ir.dt".Jldlt,tl or qro11p !1•~alttl l'l'aHlte!l.:ir.cP crqani;o:;l~.ion 

·~!>:"!tract :~g•t:at~,j \J~d~r c:haptt!r '•l4B. 

{}. An :adivt,!ua~ or gro•.1p :-!edi(:-are c.up!,)lement,ll t"?licy. 

~- A long-':er~ c~r" policy. 
f. ,\n tndi".'!oiual .~r .;··:l\J~) 11:~ ;n~~u:dr.Cf! p•>t".<J o)~ annuit:·· 

~;::;..P.Ci l:otr~~II<Lnt r·.:) l;t'.~pt(•!' 508:, •;1)8/\, :H '>09;~ 



• 
So::c. S. NF:..J SECT_!9.~· 

NECl:SSARi. 

Senat~ File 272, p. 5 

51 S. ~67 '·•'RlTH:~l AGX!'::::V.I:NT 

A recson shall not. il(:t ~s an ad~iniot.r&tor w~t.hout i\ 

writtt:n agrt:'!ement lH~twt~er. tht:' ~Ur.nnif:.tt'<ltOI an<i Ua~ Lr':Sl:rer, 

and the ·.,.rit.ten Gt(jCt!f!:nen: t>tlatl b..:- cct~in<.-d as !)~rL of t.hP 

<lfflcial records of both the ins~rer and the adrrinist.r~tcr for 

the duration of the aqre(~rr.en'.: plus fivP. years. rhc writt~n 

.lqrccm(•nt :Ghall c.:ont.lin provisions which includ~ the 

l·equir(•:Ticnt5 o( 5(~Ctions 51S.l6fi throu')h 51S.l7L c.<cept 

insofar as those require~cnto do not apply to the functions 

performed by the administrator. 
When a policy i~ issued to a trustee, a copy of the trust 

agreement and dny amcndrr-ents to the trus~ agrcC;"'C:'It ~hall be 

furnished to t.he instrrcr by the administrator and shall be 

retained as part o{ the official records of both the 1nsurer 

and ~hP adMinistrator !or the duration of the policy plus fiv~ 

yPars. 

s~c. 6. ~e:w -~-~~'i_'Im~. Sl~,.l6B Pr\'lMDOT TO A:>M.I~IS"TRATOR. 

I~ an ins1rrer uses the services of an administrator under 

the terns of a vritten contract as required in section 

~15.167, payment to the administrator of any pr~~iums or 

chcH9t!S for in5urance by or on behalf of t:he insured shall be 

deemed to hc.~ve been 1·ec~ived by the Lnsurer, and the payrt'ent 

of return premi~ms or claims by thP insurer to th~ 

adndnistr.ltor shall not hP dPP:ned payment· t.o t.hP Lnsured or 

claimant until the paym~nts ar~ received by the insured cr 

c),-.imant. This section do~s not J1mit any riqht of the 

insurPr c1qc"linst !.hP adr:n:1ist.rator resulting frc;r. the 

ddm:.nlsf.l·,lt.or's failutf!' I"O r.•nke pay:n~nts to the ~nsucer, 

insur~ds, or cia1mants. 

s~c. 7. N!:W St:CTIOlL 51'::..!69 .'1.\ll~T:::NANC.f:: Of" lm'ORXA';'tO:-t. . .... ·-··· ---
An ~d~inistrator 9llall naintain at its princ~pal 

admirn.strativ~ oflicc for thr.· durat:on of the wr~ttcr: 

agreement :~f~rreJ t~ ~n ~ection ~l~.lG"l pl~s five years. 

dl.h·q~Jatn bco~:; ,lnli r~cori";~; c-f illl t i"clt\ScJC:t 10ns b~t.· .. u~en it:, 

in!W!I~r:;., and 1n~~ur~d pt:>r~ons. T~l~ ;odr.:lnlst.ratc~·s bcoio;s dnd 

• 
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recortis !:>hall be :naintal~f..>d in .:rccordancc with prud~nt 

standards of insurance record~N~pinq. The com:nission~r ;;.nai.l 

have acc~!;S to such books and rec:o1·ds for toe purpose of 

cxi..ln,incltic-n, audit:, and inSIJCCtion. Trade secr.~ts <.·ont.aine-d 

in an ad"Tiini~~t,·ator'$ bl•o;.;::; .:rnd record:.;, includ1n9 but. n()t 

limited to the identity and addr~sses of policyholders a:'ld 

ce-rtificat€~ llold~rs, shall hP confidential, exc:ept. thP 

cornm.isa.iooH~r 11'<-~y u:;c tradP !';ec:ret if'.formation 1n any 

proceeding instituted against the ad~i.nistrator. The insurer 

retains the riyht to continuing ~cc~ss to the ad~inist.rator's 

books and records sufficient to permll the ln!';urer t.o fulfill 

all of its contractual obligations to insured persons, subject 

to any restrictions in the written agreement tetween the 

insurer and administrator on the proprietary rights of the 

parties in the administrator's books and records. 

Sec. 8. Nf.l\' SE'C'l' 1 ON. Sl5.170 APPROVAL OF ADVERTISinG. 

An admi.nistrator may usc only such adverti:~inq pPrt.alning 

to the busi.nes::; und~?rwritten by an insurer as haa been 

c.~pproved by the insurer in advance- of its usc. 

Sec. 9. NE'"l SECTION. 5l5.171 IJNOF.RWRI"TING PROVISlON. 

'I'hP aqreement shall provide for the underwritinq or other 

standards pertaininq to the busine-ss underwritten by the 

insurer. 

Sec. 10. ~f.~~ .S:F..CTlON. S15.172 PREMIUM COLLECTION. 

1. All tnsurance charqes or preniums collected by an 

ildrninistrator on behalf ot or for an insurer, and return 

preniums received from the insurer, shall be held by thP 

administrat.or in a fiduciary capacity. Such funds :.hall be 

1mmertiat.ely remitted to '::he person or persons entitlt~d to 

t.hem, or shall. be deposited promptly in a fiduciary h.:.r.nk 

account established and maintain~d by th~ ad~in1~trat~r. I{ 

chdrqt.·-s or pn:m~ums so dPposite-d havP be~n collectf'd on behalf 

o)f or for ~(lre than one 1nsurer, the administrator shdll cause 

the- bank in .,..hi.ch the fld•Aci.ar;· .:~ccount Is m<tintained to kL~(·p 

l"f!Co~ds clP.cl~·Jy t"f.'COtding ~tw d!~posi~~• in a:-~d '"'ithdr<.~w.:.~ls tr;-,;•1 

t.h~ ?IeCount O""l be-1\alf of ~)r f:H ~.1cll in.:.nrl)r. ThP 
1/1 ., ..., 
...... ..., 
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adF•inistrator shall pro:'npt.ly obt~in and keep copies of all 

such records and, upon req~~st of an insurer, shall fur~isM 

thP i:~~HIHH wit·M copies of tOe n~cot·ds pertaining to depos1t'.s 

and •.oithdcawals on beh<llf ot or for that insurer. 

2. rhe administrator shall not pay a clai~ by withdra~al 

frorn thE> fiduciary account. 'NittHlra·,..a.ls from the fiduci<Hi' 

account shall be mcldP, as provideri in th£: ·.o~ritt.Pn agn~ement 

b~t.w~Pn the ad~inistratclr and the insur~r, for any llf the 

f.::ollowing: 

a. Remittance to an insur~r Pntitled thereto. 

b. Deposit 1n an account ~aint:ctincd in the n.<~n:.~ of t.h~ 

tnsure-r. 

c. 'l'ransf~::r to and deposit in <J clail"'~~-payinq account, 

with claims to be paid as provi.riPd in section ~1S.l7J. 

d. Payrnent to a qroup policyholder for remitt.an-.:e to thP 

insurer entitled therP.to. 

e. Payrnent to the ad~inistrator ot its commission, fees, 

or c:1arqes. 

f. Remittance of return premiu:'ns to the persotls entitled 

then: to. 

s~c:. 11. NLI<I' SECTION. SlS.l73 Pl\'iM£Nt' Ofo' CLArMS. 

A cldim paid by the nri~inistrator frcm funds collPc:tcd en 

b~half elf the insur£:r s~all be J'a~d on~y on a draft of and dG 

arJthorlzed by the ins~ret. 

Sec. l2. 

sr:1"ru:,.,r:Nr. 

N::w st:crrm:. 515.1'14 CLA[M ,\OJ:JS'l'IHN'l' AND 

rh~ compen$:t!. 1on paid to an ao.Jmi.nlsl~atar sh.1ll n.:lt ":::~ 

contu:gent. an cla1n exp~ri~nce on polic~es for ...,h1ch tt:(• 

J.drrtntstr~t.or adj~sts :)r sett~es c:la~ms. Tn1s s~ction d:l~!S 

·1ot prev~nt~ the com;>cnsation of <lt\ .ldmini:~t:·ator trcm be1nt; 

baa~d on ?r~mio..::ns ?!"" ,-;harqPs coll•~cted or ti\Hl\bcr of cl..t .. rn:> 

paid or pc:lc~~s:~ed. 

St"!C. ! J, NF~'tJ S~Crt~1~. 515.l?S NOTlffCA~lON REQU:RED. 

Hhen ~he scrv~(:~s of an dd~i~lstrJtor are us~~. ~he 

c>.:r:tllt!;T:!'.;.t)l :.;hall pro·nl.<'! a ... r.r::Pf". ·w:ice, ,l!)P!'CVE~! by tt·.L· 

lt·,:;l.!'~r. ~t" •• ;:.;t.:(•r. llld~'."ldl!ii};.;, .?.dVI,;l:"J t·t:•~rr. cf t.t·.e i•;CI'tl:'j 
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o( and rPlat.ion:.;hip among the administ.rator, the policy~('lde~. 

dnJ the insure!"". When an adrninistrator col:ects funds, lt 

must identify and state St!par.ltely in wciting to the person 

pay1nq to the adni.nistrat ... H any charqe or pr..,n1um :":or 

insurance coveraq£: ::h..: am::ount of any suc:h charge or premiu:n 

:op&.cified by th" inaurer for audl insurclncP. coverage. 

S&.c. 14. ~F.W SF.C~!9E· Sl~l.l76 CEI~t'lfiCA'l'E Oi' 

REGISTRATION Rf.QUIRr:n, 

A person shall not act as or represent oneself to b~ an 

ad:ninistrator in this statP, other than an adjuster licPnsed 

in this stat~ ((lr the kinds elf buslnes~ for which the person 

is actinq as ~n administrator, unless the person ~olds a 

curr(!nt certificate of rPgistration ~s an adninlstrator i~sued 

by the col!l:nissioner of insurant:.-:. A c~t·tifica~~ of 

rPgistrati.on ~san administrator is r~nevablP ~ve~y thr~e 

years. ~·ailu:P. to hold -1 c~rti(icate subject·s th1~ 

adm~:li5trator t.o the sanct1on:; set out. in se•:ti(~:l 5078.'/. Th~ 

c:~rti(icatP. sh.1~l o~ .i.~sued by the c-omnis:;ioner t".) J.!l 

administrator unlP..ss the cc:nmis.sion•~l', aftt~:" due r.ct:.ce and 

hearing, determines that thP. administrat.or is nol conpel~nt., 

trustworthy, financLal!y responsible, or of good pPrsonal and 

business rcpu'.:ation, Jr has hcl~ a previouf> application for an 

insurance lice-nse denied for caus1~ within t·.he ~recedinq flvr 

yt.~ar-s. 

An dp?lu:ati::.n for r~gistration stlal~ be ,lcconpanted by <J 

filing fep ')f or.c hundi'Pd d0ll.ara. Aftt'r not.t<.:C .-~r.d h0arin~, 

t·.h•~ cocr.mlSSlOnPr may lmpc!:.~ any or all <)( the sanct :on:; set. 

llUt :n Bccticn ~078.7, up?n finding that either t~e 

aC.rrlrllst.r;o~tor v1ol,1:.~d '""'Y of th~ requll'e:TIP:'II::S ot :~ectton 

')1~--H ar:d s•~ct.~ons '.il'i.l61 :: ... rodgh SlS.l'J6, or th1~ 

cVitl'llll~;trilt.O~ _:~ n:H C8:"lpe:.(':"lt. :..rustworthy, finclll<lal~y 

re.:>p·?n:.lble, 01 ;!f ?OCd persor.al ~'l:lf! hll:L:,t• .. ~s t'*.'pur.,l~.ton. 

S~c. : ). ~~N SF:C'l'_ION. ~,1'-,.li·,· 'n','\:V::iNG OF RLQUlRF.~ENTS. 

rtH· c0tnl":"lissior.cr :n.1y ·N·al\'"' t.tw c~qo...rP.tr.ents 0( -:;.:-ct.ic~ 

''tS.lili to1· ,~ny per:""~.:"Jil 'lr r;J.l!;s 'lf fJCt!;Cr:i;. ':"tle ld<·:~'l'~·• ~ . .:;,](.;on 

t:l·.c- .-~~;.~?-.. t·.t lC". gr.:..'lt :n'? a .,....,,·.·er ,.;h:d 1 inc.· .... ·i;~. nut .;.rp nr:~ 

lt~ttc•l :c: ~~•~t:tr0r: 
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l. The person acting as an administrator is primarily in a 

business other than that of administrator. 

2. The financial strength and history of the organization 

indicates stability in its continuity of doing business. 

3. The regular duties being performed as an administrator 

are such that the covered persons are not likely to be injured 

by a waiver of such requirements. 
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