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A BILL FOR
1 An Act relating to insurance by providing for notice and review
2 of contracts between insurers and managing general agents and
3 providing for regulation of third-party administrators.
4 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
5
6
SENATE FILE 272
S-3127 S
1 Amend Senate File 272 as follows: _
2 1. Page 2, lines 33 and 34, by striking the words
3 "within two years".
4 2. Page 3, by striking lines 15 through 17.
5 3. Page 3, line 18, by inserting after the word
6 "union" the following: "or association".
7 4. By renumbering as necessary.
By PAUL PATE
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_ DIVISION I
Section 1. NEW SECTION. 515.161 DEFINITIONS.

For purposes of this subchapter, unless the context

requires otherwise:

"Managing general agent" means a person, acting as an
independent contractor with respect to a domestic insurer, who
performs an underwriting or claims function for the insurer,
but does not include any of the following:

1. A licensed attorney retained for the defense of an
insured, as required or allowed by the policy of insurance
issued by the domestic insurer.

2. A licensed insurance agent who is extended settlement
authority by an insurer as an incidental part of the agent's
duties as an agent.

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

4. A person retained for the purpose of obtaining

photographs, diagrams, or otherwise verifying information
submitted on applications for insurance, and who does not
perform any other claim or underwriting services for the
insurer.

Sec. 2. NEW SECTION. 515.162 CONTRACTS WITH MANAGING
GENERAL AGENTS.

A domestic insurer shall not enter into a contract with a

managing general agent unless the domestic insurer notifies
the commissioner in writing of its intention to enter into the
contract at least thirty days prior to entering into the
contract or within a shorter time permitted by the
commissioner and the commissioner has not disapproved of the
contracts within the time period. The commissioner shall not
approve the contracts if the commissioner finds any of the
following:

1. The service or management charges in the contract are

based upon criteria unrelated either to the insurer's profits

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

2. Management personnel or other employees of the
insurance company are to be performing management functions
and receiving any remuneration for those management functions
through the contract in addition to the compensation received
directly from the insurance company for their services.

3. The contract would transfer substantial control of the
insurer or any cf the powers vested in the board of directors,
by statute, articles of incorporation, or bylaws, or
substantially all of the basic functions of the insurer's
management to the managing general agent.

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 manipulaticn of assets, accounts, or
reinsurance.

Tf the commissioner disapproves of a contract, notice of
the disapproval shal: be given to the insurer.: specifving the
reasons in writing. The commissiorer 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.

Notwithstanding any obligaticon of a2 director or officer of

an .nsolvent insurer to the liquidator of the insclvent
insurer, & managing general agent c¢f a domestic insurer
against whom an order of ligquidaticn nhas been entered is
liable for fees pald to the managing generai agent withlin two

Pars prior to the entry of the crder of liguidation upcn a

ey

finding that tnhe rendering of services, or faliure o rendsr
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services to the company.

2. Management personnel or other employees of the
insurance company are to be performing management functions
and receiving any remuneration for those management functions
through the contract in addition to the compensation received
directly from the insurance company for their services.

3. The contract would transfer substantial control of the
insurer or any of the powers vested in the board of directors,
by statute, articles of incorporation, or bylaws, or
substantially all of the basic functions of the insurer's
management to the managing general agent.

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.

Sec. 3. NEW SECTION. 515.163 LIABILITY OF MANAGING
GENERAL AGENTS.

Notwithstanding any obligation of a director or officer of

an insolvent insurer to the liquidator of the insolvent
insurér, a managing general agent of a domestic insurer
against whom an order of liquidation has been entered 1is
liable for fees paid to the managing general agent within two
years prior to the entry of the order of liquidation upon a

finding that the rendering of services, or failure to render

-2-




T----.--------------------------------—--
S.F. Q?@_g{? L

1 he A trust exempt from taxation under section 501{a) of
2 the Internal Revenue Code, its trustees, and employees acting
3 under the trust.

4 i. A custedian, 1ts agents, and employees acting pursuant
to a custodian account which meets the requirements of secticn
401(f) of the Iaternal Revenue (Code.

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

5
6
7
8 which is subject to supervision or examination by federal or
9 state banking authorities.
0 k. A credit card issuing company which advances for and
i1 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 not collect charges or premiums 1n
. 17 connection with 1ife or health insurance coverage or
18 annuities.
! 2. "Life or health insurance" includes, but 1is 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. Aan 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 reguliated under chapter 514B.

27 d. An individual or group Medicare supplemental policy.

28 e. A long-term care policy.

20 f. An individual or group life insurance pclicy or annuity
30 ssued pursuant to chapter 508, 508A, or S09A.

31 Sec. 5. NEW SECTION. 515.167 WRITTEN AGREEZMENT

32 NLCESSARY.
33 A person shall not act as an administrator without a
' 34 written agreemen: bhetween the administrator and the 1osurern,

35 andé the written agreement shall be retained as pari of the
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official records of both the insurer and the administrator for
the duration of the agreement plus five years. The written
agreement shall contain provisions which include the
requirements of sections 515.166 through 515.171, except
insofar as those requirements do not apply to the functions
performed by the administrator.

When a policy is issued to a trustee, a copy of the trust
agreement and any amendments to the trust agreement shall be
furnished to the insurer by the administrator and shall be
retained as part of the official records of both the insurer
and the administrator for the duration of the policy plus five
years.

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

If an insurer uses the services of an administrator under

the terms of a written contract as required in section
515.167, payment to the administrator of any premiums or
charges for insurance by or on behalf of the insured shall be
deemed to have been received by the insurer, and the payment
of return premiums or claims by the insurer to the
administrator shall not be deemed payment to the insured or
claimant until the payments are received by the insured or
claimant. This section does not limit any right of the
insurer against the administrator resulting from the
administrator's failure to make payments to the insurer,
insureds, or claimants. ,

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

An administrator shall maintain at its principal

administrative office for the duration of the written
agreement referred to in section 515.167 plus five years,
adequate books and records of all transactions between it,
insurers, and insured persons. The administrator's books and
records shall be maintained in accordance with prudent
standards of insurance recordkeeping. The commissioner shall
have access to such books and records for the purpose of

examination, audit, and inspection. Trade secrets contained

-5-
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in an administrator's books and records, including but not
limited to the identity and addresses of policyholders and
certificate holders, shall be confidential, except the
commisslioner may use trade secret information in any
proceeding instituted against the administrator. The insurer
retains the right to continuing access to the administrator's
books and records sufficient to permit the insurer to fulfill
all of its contractual obligations to insured perscns, subject
to any restrictions in the written agreement between the
insurer and administrator on the proprietary rights of the
patties i1n the administratcr's books and receords.

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

An administrator may use only such advertising pertaining
to the business underwritten by an insurer as has been
approved by the insurer in advance of its use.

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

The agreement shall provide for the underwriting or other

standards pertaining to the business underwritten by the

lnsurer.
Sec. 10. NEW SECTION. 51i5.172 PREMIUM COLLECTION.

1. All insurance charges or premiums collected by an
adiwinistrator on behalf of or for an insurer, and return
premiums received from the lnsurer, shall be heid by the
administrator in a fiduclary capacity. Such funds shall be
immediately remitted to the person or persons entitled to
them, or shall be deposited prompily in a fiduciary bank
account established and maintained by the administrator. If
charges or premiums so deposited have been collected on behalf
cf or for more than one insurer, the administrator shall cause
the bank in which the fiduciary account is maintained to xeep
records clearly recording the deposits in and withdrawals from
the acccunt on behalf of or for each insurer., The
administrator shail promptly obtain and kxeep copies of al.
such recerds and, upon reguest of an insurer, shaii furrisn

the 1nsurer with copies of the reccrds pertaining to depasi-s
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and withdrawals on behalf of or for that insurer.

2. The administrator shall not pay a claim by withdrawal
from the fiduciary account. Withdrawals from the fiduciary
account shall be made, as provided in the written agreement
between the administrator and the insurer, for any of the
following:

a. Remittance to an insurer entitled thereto.

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

c. Transfer to and deposit in a claims-paying account,
with claims to be paid as provided in section 515.173.

d. Payment to a group policyholder for remittance to the

insurer entitled thereto. »

e. Payment to the administrator of its commission, fees,
or charges. ‘

f. Remittance of return premiums to the persons entitled
thereto.

Sec. 1ll. NEW SECTION. 515.173 PAYMENT OF CLAIMS.

A claim paid by the administrator from funds collected on
behalf of the insurer shall be paid only on a draft of and as

authorized by the insurer.
Sec. 12. NEW SECTION. 515.174 CLAIM ADJUSTMENT AND

SETTLEMENT.
The compensation paid to an administrator shall not be

contingent on claim experience on policies for which the
administrator adjusts or settles claims. This section does
not prevent the compensation of an administrator from being
based on premiums or charges collected or number of claims
paid or processed.

Sec. 13. NEW SECTION. 515.175 NOTTFICATION REQUIRED.

When the services of an administrator are used, the
administrator shall provide a written notice, approved by the
insurer, to insured individuals, advising them of the identity
of and relationship among the administrator, the policyholder, ‘

and the insurer. When an administrator collects Funds, 1t
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must identify and state separately in writing to the person
paying to the administrator any charge or premium for
insurance coverage the amouni of any such charge or premiunm
specified by the insurer for such insurance coverage.

Sec. 14, NEW SECTION. 515.176 CERTIFICATE OF
RECISTRATION REQUIRED.

A perscn shall not act as or represent oneself tc be an
administrator in this state, other than an adjuster licensed
in this state for the kinds of business for which the person

is acting as an administrator, unless the person holds a
current certificate of registration as an administrator issuec
by the commissioner of insurance., A certificate of
registration as an administrator is renewable every three
vyears. Failure to nold a certificate subiects the
administrator to the sanctions set out in section 507B.7. The
certificate shall be issued by the commissioner to an
administrator unless the commissicner, after due notice and
hearing, determines that the administrater 1s not competent,
trustwortny, financialiy responsible, or of good perscnal and
business reputation, or has had a previous application for an
insurance license denied for cause within the preceding five
years.

An application for registration shall be accompanied by a
filing fee of one hundred dollars. After notice and hearing,
the commissioner may impose any or all of the sanc¢tions set
out in section 5078.7, upon finding that ei:ther the
administrator violated any of the requirements of section
515.134 and sections 515.16L through 515.176, or the
administrator is not competent, zrustworthy, financiaily
responsiblie, or of gocd personal and business reputation,

Sec. 15. NEW SECTION. 515.177 WAIVING OF REQUTREMENTS.

e

The commissioner may waive the requirements of section
515.276 for any person or class of persors. The factors taxken
1nto account In granting a waiver shail include, but are not

limited to whether:
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1. The person acting as an administrator 1s primarily inr &
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 reguiar duties being performed as an administrator
are such that the covered perscns are not iikely to be injured
by a waliver c¢f such reguirements.

EXPLANATION

Sections 1 through 3 regulate the practice of "managing
general agents" whereby on a contract basis a person performs
certain duties rormally performed by the insurer’'s own
officers or employees. The sections permit the commissioner
to review the fairness of the contracts and impose liability
upon the managing general agent if the insurer becomes
insolvent under certain conditions.

Sections 4 through 15 adopt the national asscciation of
insurance commissioners' model third-party administrator bili.
These sections extend the commissioner's authority to regulate

insurers to their third-party administrators.
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A BILL FOR

An Act relating to lnsurance py providing for notice and review

£ contracts between insurers and managing gereral agents and

1

2

3 providing for reculation of third-party administrators.

4 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
SENATE FILE 272

H-4052

Aamend Senate File 272, as amended, passed, and
reprinted by the Senate, as follows:

1. Page 1, line 6, by inserting after the word
"insurer," the following: "except a county mutual
association that operates only within a given ccunty
and ccunties contiguous to that county.".

By SCHNEKLOTH of Scott
HE-4052 FPILED APRIL 17, 1989

Odepied - 2457 (5 u8)

HOUSE AMENDMENT TO
5-3896 SENATE FILE 272

Amend Senate File 272
: + &s amended as
repilntgd by the‘Senate, as follows:' passed, and
"ins&re;age 1, line 6f by inserting after the word
aansur " the following: "except a county mutual
3se clathn that operates only within a given count
ounties contiguous to that county, " !

RECEIVED FROM THE HOUSE

$-3896_rrven aemiz 25, wsao§phe (NG Y- -8 (p1747)




DIVISION I
Section 1. NEW SECTION. 515.161 DEFINITIONS.

For purposes of this subchapter, unless the context

requires otherwise:

"Managing general agent" means a person, acting as an
independent contractor with respect to a domestic insurer, who
performs an underwriting or claims function for the insurer,
but does not include any of the following:

1. A licensed attorney retained for the defense of an
insured, as required or allowed by the policy of insurance
issued by the domestlic 1insurer.

2. A licensed insurance agent who is extended settlement
authority by an insurer as an incidental part of the agent's
duties as an agent.

3. An independent claims adjuster who receives periocodic
assignments of claims from an insurer.

4. A person retained for the purpose of obtaining
photographs, diagrams, or otherwise verifying information
submitted on applications for insurance, and who does not
perform any other claim or underwriting services for the

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

GENERAL AGENTS.
A domestic insurer shall not enter into a contract with a

managing general agent unless the domestic insurer notifies
the commissicner in writing of itfs inteation tc enter into the
contract at least thirrty days prior to entering into the
contract or within a shorter time permitted by the
commissioner and the commissioner has not disapproved of the
contracts within the time period. The commissioner shall not
approve the contracts 1f the commissioner finds any of the
following:

1. The service or management charges in the contract are
based upon criteria unrelated either to the insurer's profits
or to the reasonable, customary, and usual charges for such

l 2
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services to the company,

2. Management personnel or other emplcyees of the
insurance company are o be performing management functions
and receiving any remuneration for those management functions
through the contract in addition to the compensation received
directly from the insurance ccmpany for their services.

3. The contract would transfer substantial control of the
insurer or any of the powers vested in the board of directors,
by statute, articles of incorporation, o©r bylaws, or
substantially all of the basic functions of the insurer's
management to the managing general agent.

4, The contract contains provisions which would be ¢learly
detrimental to the best interest of policyholders,
stockholders, or members of the company.

5. The cfficers and directors of the managing general
agent firm are of known bad character or have been affiliated,
directly or ilndirectly, through ownership, control,
management, reinsurance transactions, or other insurance cr
business relations with any perscn known to nave peen involved
in tne improper manipulaticn of assets, accounts, or
reinsurance.

If the commissicner disapproves of contract, notice of

w

[N

the disapproval snall be given to the

nsurer, specifying the
a

n
o3

3

redasons in writing, The commissioner 11 grant any warty to

L

the contract a hearing on the disapproval upcn request
pursuant o chapter 174,
Sec. 3., NEW SECTION. 515.1i63 LIABILITY OF MANAGI:H

GENERAL AGENTS.

Notwithstanding any obligation of a director or officer of
an insolvent insurer to the liguidator of the insolvent
insurer, a managing general agent of a domestic Insurer
against whom an order of liquidation has been entered is
liable for fees paid to the managing general agent prior to
the entry of the order of ligquidation upon a finding that the

rendering of services, or failure to render services
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contracted for, substantially caused or contributed to the .
insolvency of the domestic insurer, and was pursuant to a '
contract which had not been submitted to the commissioner, or
which had been submitted to the commissioner and disapproved,
or the services did not meet accepted standards for such
services,
DIVISION II
Sec. 4. NEW SECTION. 515.166 DEFINITIONS.
As used in this subchapter, unless the context otherwise

requires:

1. "Administrator" means a person who ccllects charges or
premiums from, or who adjusts or settles claims cn, residents
of this state in connection with life or heaitn iasurance
coverage or annulities other than any of the following:

a. A union ¢or association on behalf of 1ts members.

b. An insurance company which is either licensed in this
state or acting as an insurer with respect to a policy
lawfully issued and delivered by it in and pursuant to the .

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

insurance business.

¢. An entity licensed under chapter 514 including 1its
sales representatives licensed in this state when engaged in
the performance of its duties as sales representatives.

d. A life or health agent or broker licensed in this
state, whose activities are limited exclusively =0 the sale of
insurance.

e. A creditor on behalf of its debtors with respect to
insurance covering a debt between the creditor and its
debtors,

f. A trust, its trustees, agents, and employees acting
under the trust, established in conformity with 29 U.S.C. §
186.

g. A trust exempt from taxation under section 501(a) of
the Internal Revenue Code, its trustees, and employees acting

under the trust.




n. A custodian, 1ts agents, and empioveecs
te a custodian account which meets the requlirement
401(f} of the Internal Revenue Code.

1. A Lank, credit union, or other financial
winich is subject tc supervision or examinaticn by federa
astate banking authorities.

1. A credit card lssuing company which advances for and
collecis premiums or charges from lts credit card helders who
have autherized It to do se, 1f the company does not adjust or
settlie claims.

k. A person wno adjusts or settles ciaims in the norma:

course of the perscn's practice or employment as an attorhey-

at-law, and who dces not ccllect charges or premiums in
connection with life or health insurance coverage or
annujities.

2. "Life or health insurance” includes, nut is nct limited
to, the following:

a. Indivigduai. nr group accident and sickness ilnsurance
Dr¢viding coverage on an expense-.ncurred Dasls.

b. An individuai or group nospital or medical service
contract 1issued pursuant to chapter 509, 314, or 5i4A.

c. An individual or group nealth maintenance crganization
contracti regulated u chapter 5148B.

d. An individual roup Medicare supplemental policy.

e. A long-term ¢ QLicy.

£f. An indiv:idual or group iife insurance pclicy or a
issued pursuant t£o cnapter 508, S08A, cor 509A.

Sac. 5. NEW SECTION. i .167 WRITTEN AGREEMENT
NECESSARY.

A person shall not act as an administrator without a
written agreement petween the administrator and the insurer,
and the written agreement shall be retained as pmart of the
official records of both the insurer and the administrator for
the duration cf the agreement plus five years. The written

agreement shall contain provisions which include the
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requirements of sections 515.166 through 515.171, except
inscfar as those requirements do not apply to the functions
performed by the administrator.

When a policy ils issued to a trustee, a copy cf the trust
agreement and any amendments to the trust agreement shall be
furnished to the insurer by the administrator and stall be
retained as part of the official records of both the insurer
and the administrator for the curation of the policy plus five
years.

Sec. 6. NEW SECTION. 515.168 PAYMENT TO ADMINISTRATCR.

If an insurer uses the sgservices of an adminlstrator under

the terms of a written contract as required in section
515.167, payment to the administrator of any premiums or
charges for insurance by or on behalf cf zhe insured shall be
deemed to have been received by the insurer, and the payment
of return premiums or claims by the insurer to the
administrator shall not be deemed payment to the insured or
claimant until the payments are received by the insured or
claimant. This section does not limit any right of the
insurer against the administrator resulting from the
administrator's failure to make payments to the insurer,
insureds, or claimants.

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

An acdministrator shall maincain at its principal

administrative office for the cduration of the written
agreement referred to in secticn 313,167 pius Zi.ve years,
adequate bcoks and records of all transac-icns between i-,
insurers, aand insured persons. The administrator's books and
records shall be maintained 1a accerdance with prudent
standards cf insurance recocrdkeeping. The commissicner spail
have access to such books and reccrds for the purpose of
examination, audit, and inspection. Trade secrets contrained
in an administrator's books and records, including but not
limited to the identity and addresses of policvholders and

certificate holders, shall be confidential, =xcept the
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commissidnér may us= trade secret information in any
proceeding instituted against the administrator. The lnsurer
retains the right tc continuing access to the administrator’'s
bocks and records sufficient to permit the insurer to fulfill
all of its contractual obligations to insured persons, subject
to any restrictions in the written agreement between the
insurer and administrator on the proprietary rights of the
parties in the administrator's books and records.

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

An administrator may use only such advertising pertaining

to the business underwritten by an insurer as has been
approved by the insurer in advance of its use.
Sec. 9. NEW SECTION. 515.171 UNDERWRITING PROVISION.
The agreement shall provide for the underwriting or other

standards pertaining to the business underwritten by the
insurer.
Sec. 10, NEW SECTION. 515.172 PREMIUM COLLECTION.

1. All insurance charges or premiums collected by an

administrator on behalf of or for an insurer, and return
premiums received from the insurer, shall be held by the
administrator in a fiduciary capacity. Such funds shall be
immediately remitted to the person or persons entitled to
them, or shall be deposited promptly in a fiduciary bank
account éstablished and maintained by the administrator. If
charges or premiums so deposited have been collected on behalf
of or for more than one insufer, the administrator shall cause
the bank in which the fiduciary account is maintained to keep
records clearly recording the deposits in and withdrawals from
the account on behalf of or for each insurer. The
administrator shall promptly obtain and keep copies of all
such records and, upon request of an insurer, shall furnish
the insurer with copies of the records pertaining to deposits
and withdrawals on behalf of or for that insurer.

2. The administrator shall not pay a claim by withdrawal

from the fiduciary account. Withdrawals from the fiduciary
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account shall be made, as provided in the written agreement
between the administrator and the Lnsurer, for any of the
following:

a. Remittance to an insurer entitled thereto.

b, Deposit in an account maintained in the name of thne
insurer.

c. Transfer to and deposit in a claims-paying account,
with claims to be paid as provided in section 515.173.

d. Payment to a group policyhoider for remittance to the
insurer entitled thereto.

e. Pavment to the administrator of its commission, f(ees,
Oor charges.

£f. Remittance of return premiums to the persons entitled
thereto.

Sec. 1l1. NEW SECTION. 515.173 DAYMENT OF CLAIMS.

A claim paid by the administrator from funds collected on

behaif of the insuyrer shall be paid only on a draft cf and as
authorized by the insurer.

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

The conmpensation paid t¢ an administrator shail not be
contingent on claim experience on policies for which the
administrator adsusts or setzles claims. This 3sec
not prevent the compensation of an administratcer £rom being
based on premiums ©or charges coliected or number 2% clalms
vald or processed.

Sec. 13. NEW SECTION. 515.175 NCTIFICATION RIQUIRED.

When the serwvices of an adminiscrator are used
administrator shali provide a written nc
insurer, to insured individuals, advising =zhem c¢f zhe identity
of ancd relationship among the administrator, the pclicyhoider,
and the insurer. When an administrator collects furds, it
must identify and state separately in writing tc the person

paying to the administrator any charge or premium for

insurance coverage the amount of any such charge or premium
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REGISTRATION REQUIRED.

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

CTION. 5L15.176 CERTIFICATE OF

administrgtor in this state, othe: than an adiuster licensed

this state [or the kinds of business for which the person
is acting as an administrator, unliess the persca holds a
current certificate of registration as an administrator iszued
by the commissioner of insurance. A certificate of
registration 3as an administrator is renewable every three
years. Failure to nhold a certificate subjects the
administrator tg the sanctions set out in section 307B.7. The
certificate shall be 1ssued by the commissioner to an
administrator unless the commissioner, after due notice and
hearing, determines that the administrator is not competent,
trustworthy, financially responsible, or of good persocnai and
business reputation, Oor has had a previous application for an
insurance iicense deried for cause within the preceding five
years.

An application for registration shall be accompanied by 2
filirg fee of cne hundred doliars. After notice and hearing,
the commissioner may impose any or aii of the sanctions set
out in section 507B.7, upon finding that either the
administrator viciected any of the requirements of section
515.:34 and sections 515.161 through 515.176, or the
administrator is not competent, trustworthy, financially
responsiole, or of good personal and ousiness reputation.

Sec. 15. NEW SECTION. 515.177 WAIVING OF REQUiREMENTS.

The commissioner may walve the reguirements of section
515.176 for any person or class of persons. The factors taken
into account in granting a waiver shall include, but are not
limited to whether:

1. 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

-8 -
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1 indicates stabiiity in its continuity of doing business. .
2 3. The regular duties being performed as an administrator

3 are such that the covered persons are not

4 by a waiver of such reguirements.
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A BILL FOR

An Act relating to insurance by providing for notice and review
of contracts between insurers and managing general agents and
providing for regulation of third-party administrators.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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DIVISION I
Section 1. NEW SECTION. 515.161 DEFINITIONS.
For purposes of this subchapter, unless the context

requires otherwise:

"Managing genefal agent" means a person, acting as an
independent contractor with respect to a domestic insurer, who
performs an underwriting or claims function for the insurer,
but does not include any of the following:

1. A licensed attorney retained for the defense of an
insured, as required or allowed by the policy of insurance
issued by the domestic insurer.

2. A licensed insurance agent who is extended settlement
authority by an insurer as an incidental part of the agent's
duties as an agent.

3. An independent claims adjuster who receives pericdic
assignments of claims from an insurer.

4. A person retained for the purpose of obtaining
photographs, diagrams, or otherwise verifying information
submitted on applications for insurance, and who does not
perform any other claim or underwriting services for the
insurer.

Sec. 2. NEW SECTION. 515.162 CONTRACTS WITH MANAGING

GENERAL AGENTS.
A domestic insurer shall not enter into a contract with a

managing general agent unless the domestic insurer notifies
the commissioner in writing of its intention to enter into the
contract at least thirty days prior to entering into the
contract or within a shorter time permitted by the
commissioner and the commissioner has not disapproved of the
contracts within the time period. The commissioner shall not
approve the contracts if the commissioner finds any of the
following:

l. The service or management charges in the contract are
based upon criteria unrelated either to the insurer's profits

or to the reasonable, customary, and usual charges for such

-1-
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services to the company.

2. Management personnel or other employees of the
insurance company are to be performing management functions
and recelving any remuneration for those management functions
through the contract in addition to the compensation received
directly from the insurance company for their services.

3. The contract would transfer substantial control of the
insurer or any of the powers vested in the board of directors,
by statute, articles of incorporation, or bylaws, or
substantially all of the basic functions of the insurer's
management to the managing general agent.

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 inveolved
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.

Sec. 3. NEW SECTION. 515.163 LIABILITY OF MANAGING
GENERAL AGENTS.

Notwithstanding any obligation of a director or officer of
an insolvent insurer to the liquidator of the insolvent

insurer, a managing general agent of a domestic insurer
against whom an order of liquidation has been entered is
liable for fees paid to the managing general agent within two
years prior to the entry of the order of liquidation upon a
finding that the rendering of services, or failure to render

_2.._
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services contracted for, substantially caused or contributed
to the insolvency of the domestic insurer, and was pursuant to
a contract which had not been submitted to the commissioner,
or which had been submitted to the commissioner and
disapproved, or the services did not meet accepted standards
for such services. ’
DIVISION II
Sec. 4. NEW SECTION. 515.166 DEFINITIONS,.
As used in this subchapter, unless the context otherwise

requires:

1. "Administrator" means a person who collects charges or
premiums from, or who adjusts or settles claims on, residents
of this state in connection with life or health insurance
coverage or annuities other than any of the following:

a. An employer on behalf of its employees or the employees
of one or more subsidiary or affiliated corporations of the
employer.

b. & union on behalf of its members.

¢. An insurance company which is either licensed in this
state or acting as an insurer with respect to a policy
lawfully issued and delivered by it in and pursuant to the
laws of a state in which the insurer was authorized to do an
insurance business.

d. An entity licensed under chapter 514 including its
sales representatives licensed in this state when engaged in
the performance of its duties as sales representatives.

e. A life or health agent or broker licensed in this
state, whose activities are limited exclusively to the sale of
insurance,.

f. A creditor on behalf of its debtors with respect to
insurance covering a debt between the creditor and its
debtors.

g. A trust, its trustees, agents, and employees acting
under the trust, established in conformity with 29 U.S.C. §
186,
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h. A trust exempt from taxation under secticn S50l(a) of
the Internal Revenue Code, its trustees, and employees acting
under the trust.

i. A custodian, 1ts agents, and employees acting pursuant
to a custodian account which meets the requirements of section
401(f) of the Internal Revenue Code.

j. A bank, credit union, or other financial institution
which is subject to supervision or examination by federal or
state banking authorities,

k. A credit card issuing company which advances for and
collects premiums or charges from its credit card holders who
have authorized it to do so, if the company does not adjust or
settle claims.

1. A person who adjusts or settles claims in the normal
course of the person's practice or employment as an attorney-
at-law, and who does not collect charges or premiums in
connection with life or health insurance coverage or
annuities.

2. "Life or health insurance" includes, but is not limited
to, the following:

a. Individual or group accident and sickness insurance

providing coverage on an expense-incurred basis.

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

c. An individual or group health maintenance organization
contract regulated under chapter 514B.

d. An individual or group Medicare supplemental policy.

e. A long-term care policy.

f. An individual or group life insurance policy or annuity
issued pursuant to chapter 508, 508A, or S09A.

Sec, 5. NEW SECTION. 6515.167 WRITTEN AGREEMENT
NECESSARY.

A person shall not act as an administrator without a

written agreement between the administrator and the insurer,
and the written agreement shall be retained as part of the

-4 -
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official records of both the insurer and the administrator for .
the duration of the agreement plus five years. The written 4

agreement shall contain provisions which include the
requirements of sections 515.166 through 515.171, except
inscfar as those requirements do not apply to the functions
performed by the administrator.

When a policy is issued to a trustee, a copy of the trust
agreement and any amendments to the trust agreement shall be
furnished to the insurer by the administrator and shall be
retained as part of the official records of both the insurer
and the administrator for the duration of the policy plus five
years.,

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

If an insurer uses the services of an administrator under

the terms of a written contract as required in section
515.167, payment to the administrator of any premlums or
charges for insurance by or on behalf of the insured shall be
deemed to have been received by the insurer, and the payment .
of return premiums or claims by the insurer to the
administrator shall not be deemed payment to the insured or
claimant until the payments are received by the insured or
claimant. This section does not limit any right of the
insurer against the administrator resulting from the
administrator's failure to make payments to the insurer,
insureds, or claimants.

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

An administrator shall maintain at its principal
administrative office for the duration of the written
agreement referred to in section 515.167 plus five years,
adequate books and records of all transactions between it,
insurers, and insured persons. The administrator's books and
records shall be maintained in accordance with prudent
standards of insurance recordkeeping. The commissioner shall

have access to such books and records for the purpose of
examination, audit, and inspection. Trade secrets contained .

-5~
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in an administrator's boocks and records, including but not
limited to the identity and addresses of policyholders and
certificate holders, shall be confidential, except the
commissioner may use trade secret information in any
proceeding instituted against the administrator. The insurer
retains the right to continuing access to the administrator's
books and records sufficient to permit the insurer to fulfill
all of i1ts contractual obligations to insured persons, subject
to any restrictions in the written agreement between the
insurer and administrator on the proprietary rights of the
parties in the administrator's books and records.

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

An administrator may use only such advertising pertaining

to the business underwritten by an insurer as has been
approved by the insurer in advance of its use.
Sec. 9. NEW SECTION. 515.171 UNDERWRITING PROVISION.

The agreement shall provide for the underwriting or other

standards pertaining to the business underwritten by the

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

1. All insurance charges or premiums collected by an

administrator on behalf of or for an insurer, and return

premiums received from the insurer, shall be held by the

administrator in a fiduciary capacity. Such funds shall be
immediately remitted to the person or persons entitled to
them, or shall be deposited promptly in a fiduciary bank
account established and maintained by the administrator. If
charges or premiums sO deposited have been collected on behalf
of or for more than one insurer, the administrator shall cause
the bank in which the fiduciary account is maintained to keep
records clearly recording the deposits in and withdrawals from
the account on behalf of or for each insurer., The
administrator shall promptly obtain and keep copies of all
such records and, upon request of an insurer, shall furnish
the insurer with copies of the records pertaining to deposits
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and withdrawals on behalf of or for that insurer.

2. The administrator shall not pay a claim by withdrawal
from the fiduciary account. Withdrawals from the fiduciary
account shall be made, as provided in the written agreement
between the administrator and the insurer, for any of the
following:

a. Remittance to an insurer entitled thereto.

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

c. Transfer to and deposit in a claims-paying account,
with claims to be paid as provided in section 515.173.

d. Payment to a group policyholder for remittance to the
insurer entitled thereto.

e. Payment to the administrator of its commission, fees,
or charges.

f. Remittance of return premiums to the persons entitled
thereto. ‘

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

A claim paid by the administrator from funds collected on
behalf of the insurer shall be paid only on a draft of and as

authorized by the insurer.
Sec. 12, NEW SECTION. 515.174 CLAIM ADJUSTMENT AND

SETTLEMENT.
The compensation paid to an administrator shall not be

contingent on claim experience on policies for which the
administrator adjusts or settles claims. This section does
not prevent the compensation of an administrator from being
based on premiums or charges collected or number of claims
paid or processed.

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

When the services of an administrator are used, the
administrator shall provide a written notice, approved by the
insurer, to insured individuals, advising them of the identity
of and relationship among the administrator, the policyholder,
and the insurer. When an administrator collects funds, it

_7_
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must identify and state separately in writing to the person
paying to the administrator any charge or premium for
insurance coverage the amount of any such charge or premium
specified by the insurer for such insurance coverage.

Sec. 14. NEW SECTION. 515.176 CERTIFICATE OF
REGISTRATION REQUIRED.

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

administrator in this state, other than an adjuster licensed
in this state for the kinds of business for which the person
is acting as an administrator, unless the person holds a
current certificate of registration as an administrator issued
by the commissioner of insurance. A certificate of
registration as an administrator is renewable every three
years, Failure to hold a certificate subjects the
administrator to the sanctions set out in section 507B.7. The
certificate shall be issued by the commissioner to an
administrator unless the commissioner, after due notice and
hearing, determines that the administrator is not competent,
trustworthy, financially responsible, or of good personal and
business reputation, or has had a previous application for an
insurance license denied for cause within the preceding five
years,

An application for registration shall be accompanied by a

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

the commissioner may impose any or all of the sanctions set
out in section 507B.7, upoen finding that either the
administrator violated any of the requirements of section
515.134 and sections 515.161 through 515.176, or the
administrater is not competent, trustworthy, financially
responsible, or of good personal and business reputation.
Sec. 15. NEW SECTION. 515,177 WAIVING OF REQUIREMENTS,
The commissioner may waive the requirements of section

515.176 for any person or class of persons. The factors taken
into account in granting & waiver shall include, but are not
limited to whether:
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1. 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.

EXPLANATION

Sections 1 through 3 regulate the practice of "managing
general agents" whereby on a contract basis a person performs
certain duties normally performed by the insurer's own
officers or employees. The sections permit the commissioner
to review the fairness of the contracts and impose liability
upon the managing general agent if the insurer becomes
insolvent under certain conditions.

Sections 4 through 15 adopt the national association of
insurance commissioners' model third-party administrator bill.
These sections extend the commissioner's authority to regulate
insurers to their third-party administrators.

BACKGROUND STATEMENT
SUBMITTED BY THE AGENCY

Division I is bill sections 1 through 3.

In the commissioner’'s role, a statutory ligquidator of
insolvent insurance companies, there has been found a pattern
and practice of involvement by "managing general agents",
These are individuals or entities who perform critical
functions for an insurer--functions which would normally be
performed by the insurer's own officers or employees but which
are performed by outside independent contractors. These
agents have been found to be a significant contributory factor
in a number of serious insolvencies. Their role has been to
extract exorbitant fees for independent underwriting or claim
services. Division I makes contracts with such agents subject
to prior review by the Commissioner for excessiveness of fees
in relation to services rendered and imposes liability upon

-9-
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these agents in the event of insolvency under certain
conditions.

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 requlate 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.

LSB 1858SD 73
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AN ACT
RELATING TC INSURANCE BY PROVIDING POR NOTICE AND REVIEW OF
CONTRACTS BETWELN INSURERS AWD MANAGING GENERAL AGINTS AND
PROVIDING FOR REGULATION OF TUIRD-PARTY ADMINISTRATORS.

BE IT ZNACTED RY THFE GENEXAL ASSEMBLY OF THL STATE OF 1CWA:

DIVISION I

Section 1, NEW SECTION. 515.161 DEFINITIONS.

For purposes of this subchapter, unless the context
requires otherwise:

"Managing general agent® means a person, acting as an
independent contractor with respect to a domestic insurer,
except a county mutual association that operates oaly within &
given county and counties contiguous to that couaty, who
performs an underwriting or claims functicn for the insurec,
but does not include any of the following:

1. A licensed attorney retained for the defense of an
insured, as required or allowed by the policy of insurance
issued by the domeslic insurer.

2. A lticensed insurance sgent who is extended settlement
authority by an insuret as an incidental part of the agent's
duties as an agent,

3. An independent claims adjuster who receives periodic
assignments of claims from an i1nsuret.

4. A person retaired for the purpose of obtaining
photographs, diaqrans, 0r otherwise verifying information
submitted on applications for insurance, and who does not
perform any other claim or underwriting services for the
ingurer.

Sec. 2. KEW SECTICON. 515.162 CONTRACTS WITH MANAGING
GEMERAL AGENTS.

Senate Tile 272, p. 2

A domestic insurer shall not enter 1nto a contract with a
managing general agent unless the domestic insurer notifies
the commissioner in writing of its intention to enter inte the
contract at least thirty days pricr to entering inte the
contract or within a shorter time peecamitted by the
commissicner and the commissioner has not disapproved of the
contracts within the time pericd. The commissioner shall not
approve the contracts if the commissioner finds any of the
following:

1. The service ot mranagement charges in the contract are
based upon critetia unrclated either to the insurer's profics
ot to the reasonable, customary, and usual charges for such
services to the company.

2. Management pecsonnel or other employees of the
insurance company are to be performing management functions
and receiving any remuneration {or those management functions
through the conttact in additicn to the compensaticon ceceived
directly frcm the insurance company for their services.

3. The contract would transfer substantial contrel of the
insurer or any of the powers vested in the beard of directors,
by statute, articles of incorporaticn, or bylaws, or
substantially all of the basic functions of the iasurer's
management to the managing general agent.

4. The contract contains provisions which would be clearly
detrimental to the best interest of policyholders,
stockholders, or menbers of the ccempany.

5. The officers and directers of the managing general
agent firm are of known bad character or have been affiliated,
directly or indirectly, through ownership, control,
management, reinsucance transactions, or other lnsurance ot
business relations with any person known to have been invelved
in Lthe improper manipulation of assets, accounts, ot
teinsurance.

If the comnissionar disapproves of a contract, notice of
the disapproval shall be given to the i1nsurer, specifying the

reasons 1n we_ ting,  The comkissioner shall grant any party ¢

Tt dS




Senate File 272, p. 3

the contract & hearing on the disapproval upon request
pursuant to chapter 174,

Sec. 1. NEW SECTION, 515.163 LIABILITY OF MANAGING
GENERAL AGENTS.,

Notwithstanding any obligation of a director or cfficer of
an insolvent itnsuter to the liguidater of rhe insolvent
insurer, a managing general agent of a domestic insurer
against wnom an order of liguidation has been enterecd 15
liable for fees paid to the managing general agent prioce Lo
the entry of the ctder of liguidation upon a finding that the
rendering of services, or failure to render services
contracted for, substantlially caused or contributed to the
insoivency of the domestic insurer, and was putrsuant Lo a
contract which had not been submitted Lo the commissioner, of
which had been submitted to the commissioner and disapproved,
or the services did not meet accepted standards for such
services.

DIVISION 11

Sec. 4. NEM SECTIQN. 515.166 DEFINITIONS.

As used in this subchapter, unless the context otherwise
tequires:

1. "administrator” means a persen who collects charges or
preniums from, ot who adjusts or settles claimns on, residents
of this state in connection with life or health insurance
coverage o1 annuities other than any of the following:

&. A union or association on behalf of its members.

2. An insurance company waich is either licensed 1n this
state or actirg as an insurer with respect to a policy
lawfully .ssaed and delivered oy it in and pursuant to Lhe
taws oF 4 state ie wh.och the insurer was authorized to do an
LNFUTANCE PUSLNEEE .

¢, &n entity licensed under chapter 514 .ncluding its
sales reptegentatives licensed in this staze when engaged :n

the per{ormance of i.s duties as sales representatives.

d. A iite ot heslth agent ot broker licensed in this
siate, whese acslivities aze limited exclusively Lo the saie of

LEAUEANCE .,

Senate File 272, p. §

e. A creditor on behalf of its debtors with respect to
insucance covering a debt between the creditor and its
debtors,

£. A trust, its -rustees, agents, and employees acting
under the trust, established in conformity with 29 U.5.C. §
186.

g. A trust exempt from taxation under sectiocn 501(a) of
the Integnal Revenue Code, its trustees, and employees acting
under the trust.

h. A custodian, its agents, and employees acting pursuant
to a custodian account which meets the requirements of section
A01(f) of the Internal Revenue Code.

i, A bank, credit union, or obther financial i1aslitution
which is subject to supervision or examination by fedetal or
state banking authorities.

j. A credit card issuing company which advances for and
collects premiums or charges from its credit card holders who
nave authorized it to de so, if the company does not adjust or
settle clainms,

“. A person who adjusts or settles claims in he norma.
course of the person’s practice of empieyment as an attorney-
at-law, and who does not collect charges or premiums in
connection with life or heallh insurance covetage or
annuities.

2. "Lite ot heal®h irsurance” includes, but 1s not limited
to, the following:

a. lndividual or group accident and sic<ness 1nsurance
providing coverage on an expense-incurced basis,

b. An individual or group hospital or medical service
sontract igsucd pursuant ro chapter 509, 514, or S14A.

G.ooan indivadual or group health maintensrce crganization
contract reguiated urder chapter Y14B.

4. An -ndividual or group Medicare supplemental policy.

n. & long-terr cvare policy.

. anoandivtdual ot grone Life ansurance pol.oy or annuity:

Lee pursuant bo chapter SO0B, S0BA, or 038




Senate File 272, p. S

Sec. S. NEW SECTION. S15.i67 WRITTEN AGRNTMENT
NECLSSARY .

A person shali not act as an administrator withoub a
written agreement between the adomnisteator and the Losurer,
and the written ageeemans shall be cetajned as part of the
official records of both the insurer and the administratcor for
the duration of the agreemeont plus Five years., The written
agreement shall contain provisions which include the
requirements of sectiens $15.166 through S515.171, except
insofar as those requirements do not apply to the functions
per{formed by the administrator.

when a policy is issued te a trustee, a copy of the trust
agreement and any amendments to the trust agreement shall be
furnished to the insurer by the administrator and shall be
retained as part of the 2fficial records of both the insurer
and the administrator for the duration of the policy plus five
years.

Sec. 6. MNEW SECTION. 515%.168 PAYMENT TO ADMINISTRATOR.

1% an insurer usec the services of an administrator undec
the terms of a written contract as required in section
51%.167, payment to the administrator of any premiums or
charges for insurance by or on behalf of the insured shall be
deemed to have been received by the insurer, and the payment
of retucrn premiums or ciaims by the insurer to the
administrator shall not be deemed payment to the i1nsured or
claimant until the payments are received by the insured cr
claimant. This section does not 1imit any right of the
insurer against the administrator reselting from the
admiaistrator’'s failucte to make payments to the .nsurer,
insureds, or ctaimants,

Sec. 7. NEW SECTION. SL15.16% MAINTINANCE QF [NPORMATION,

An administrator shall maintain at its principal
administrative oftice for rhe duration of the written
agreement refecred to an section 51%.167 plus five years,
adequate beoss and cacords of all transact1ons between it

ingsurers, and insueed persons.,  The adeinistrater's beoks and
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cecords shall be maintained in accordance with prudent
standards of insurance recordxeeping. The commissioner sonail
have access to such books and records for tae purpose of
examinaticn, audit, and inspection. Trade secrets contained
in an adninistrator’s Hooks and records, including but not
limited to the identity and addresses of policyholders and
certificate bolders, shall be confidential. except the
commissicoer may use trade secret information in any
proceeding instituted against the administrator, The insurer
retains the right te continuing accesas to the administrator's
books and records sufficient to permit the insurer to fulfill
all of its contractual obligaticons to ingured persons, subject
to any restrictions 1n the written agreement between the
ingsurer and administrator on the proprietary tights of the
parties in the administrator's books and records.

Sec. B, HNFW SECTICH. 515.170 APPROVAL OF ADVERTISING.

An administrator may use only such advertising pertaining
to the business underwritten by an insuter as has been
approved by the insurer in advance of its use.

Sec. 9. NEd SECTION. 515.171 UNDERWRITING PROVISION.

The agreement shall provide for the underwriting or other
standards pertaining to the business undetwritten by the
insucer.

Sec. 10. NEW SECTION, 515.172 PREMIUM COLLECTION.

1. All insurance charges or premiums collected by an
administrater on hehalf of or for an insurer, and ceturn
preniums received from the insurec, shail be held by the
administrator in a fiduciary capacity. Such funds shall pe
immediately remitted to *he person ¢f persons entitled to
them, or shall be deposited promptly 1o a fiduciary bank
account established and maintained by the admimistratoc., 1€
charqges or premiums so deposited have been collected on behalf
of or for more than one 1nsucer, the administrator shall cause
the bank in which the fiduciary account i1s maintained to keep
records clearly cecording the deposi’s in and withdrawals todnm

the jcoount o1 behalf of or Enr each insucec. The
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administrator shall promptly obtain and keep copies of all
such tecords and, upon request of an insurer, shall furrisn
the insurer with copies of tae recoirds pertaining to deposits
and withdrawals on behalf of ot for that insurer.

2. The administrator shall not pay a claim by withdrawal
from the fiduciacry account. Withdrawals from the fiduciary
account shall be made, as provided in the writhten agreement
between the administrator and the insurer, for any of the
[ollowing:

a. Remittance to an insurer entitled theteto.

b. Deposit i1n an account maintained in the pare of the
insurer.

¢. Transfer to and deposit in a clalims-paying account,
with claims to be paid as provided in section 515.173.

d. Payment to a group policyholder for remittance to the
insuter entitled thereto.

e. Payment to the administrator of its commission, fees,
or charges.

f. Remittance of teturn pcemiums vo the persons entitled
thereto.

Sec. Ll. NEW SECTION. 515,173 PAYMENT OF CLAIMS,

A claim paid 9y the administrator frcm funds collected cn
bepalf of the insurer snall be vaid only on a draft of and as
authetized by the insarer.,

Sec. 2., MNEW SECTION. 515.174 CLAIM ADJUSTMENT AND
SETTLEMENT .

The compensation paid to an administrator shall not e
contingent on claim experience on gpolicies for which the
admanistrator adjusts or settles claims. Tnis sectiosn does
Aol prevent, Lhe compensation of an administratet trem being
based on sremiums oy charges collected or number of cla.ms
paid or processed.

$ec. 13, NEW _SECTLON, 515.17% NGTIFICATION REQUIRED.

When the services of ar admiristrator are used, the
airainigtratsr shall provide a writtern notice, approved by the

thsurer, koo Lagnred 1ndivadeals, edvasiig them of the identaty
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of and relationship among Lhe administirator, the policyholder,
and the insurer. When an administrator coliects funds, 1t
must identily and state separately in weiting o the person
paying to the administrator any charge or prenium Zor
insurance coverage the amount of any such charge oy premium
specified by the insutrer for Such insurance coverage.

Sec. 14. NEW SECTION. 51%.176 CERTIFICATE OF
REGISTRATION REQUIRCD,

A person shall not act as ot vepresent oneself to be an
adninistrator in this state, other than an adjuster licensed
in this state for the kinds of business foc which the person
is acting as an administrator., unless the person holds a
cuteent certificate of registration as an adninistrator issued
by the commissioner of insurance., A certificate of
registration as an administrator is renewable every three
years., railure to hold a certificate subjects the
administrator Le the sanclions set out in secticn S078.7. The
certificate shall oe issued by the commissioner to an
administrator unless “he commissioner, after due notice and
hearing, determines that the administrator is not competent,
trustworthy, financially responsible, ot of good petrsonal and
business reputation, or bas had a previcus application for an
insurance license denied f{or cause within the preceding fuive
years.

An application for registraticn shali be acconpanied by a
tiling fee nf ore hundred dellars. after notice and hraring,
the cormissioner may impcse any ot all of the sanct:ons set
out _n secticn 078.7, upon finding that cither tae
aéministrator violated any of the requirements of seclion
51%. 236 and sections 51%.161 through $1$.176, or Lhe
asrinistrator .s nat compelent, Lrustworthy, tinancially
responsible, or of gocd personal and buzlaeis raputation.

Sec, i3. HNEW SECTION. H1%,.177 WAIVING OF REQUIREMENTS.

The compissiorer may waive the cequ_tements of secticn
315,176 for any person or class of persces. The Laciors raken
inic accy.nt 16 grast:ing a =wairver shall anc_ude, put are nec

erther
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1. 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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