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By Mr. LaFonlaine of Gardner, petition of Raymond M.
La Fontaine relative to establishing a Massachusetts life and health
insurers insolvency fund. Insurance.

fKf)t Commontocaltf) of jUlasteacfjugetts:

In the Year One Thousand Nine Hundred and Seventy-Five

An Act establishing a Massachusetts life and health insurers
INSOLVENCY FUND.

Be it enacted by the Senate and House of Representatives in
General Court assembled, and by the authority of the same, as
follows:

1 SECTION 1. The General Laws are hereby amended by
2 inserting after chapter 175 D the following new chapter;

3

4 Section I. As used in this chapter the following words shall,
5 unless the context clearly requires otherwise, have the following
6 meanings:
7 (1) “Account”, either of the three accounts created under
8 section three;
9 (2) “Association”, the Massachusetts Life and Health In-

-10 surance Guaranty Association created under section three;
11 (3) “Commissioner”, the commissioner of insurance;
12 (4) “Contractual obligation”, any obligation under covered
13 policies;
14 (5) “Covered policy”, any policy or contract to which this
15 chapter is applicable;
16 (6) “Impaired insurer”, (a) an insurer which becomes insolvent
17 and is placed under a final order of receivership, liquidation,
18 rehabilitation or conservatorship by a court of competent
19 jurisdiction, or (b) an insurer deemed by the commissioner to be
20 unable or potentially unable to fulfill its contractual
21 obligations;

CHAPTER 175E.
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22 (7) “Member insurer”, any person authorized to transact in
23 this state any kind of insurance to which this chapter applies;
24 (8) “Premiums”, direct gross insurance premiums and annuity
25 considerations written on covered policies, less return premiums
26 and considerations thereon and dividends paid or credited to
27 policyholders on such direct business. “Premiums” do not
28 include premiums and considerations on contracts between
29 insurers and reinsurers. As used in section six “premiums” are
30 those for the calendar year preceding the determination of
3! impairment
32 Section 2. This chapter shall apply to direct life insurance
33 policies, health insurance policies, annuity contracts, and
34 contracts supplemental to life and health insurance policies
35 and annuity contracts issued by persons authorized to transact
36 insurance in the commonwealth, but shall not apply to: (a) Any
37 such policies or contracts, or any part of such, under which the
38 risk is borne by the policyholder; or (b) Any such policy or
39 contract or part thereof assumed by the impaired insurer under
40 a contract of reinsurance, other than reinsurance for which
41 assumption certificates have been issued.
42 Section 3. There is hereby created a non-profit legal entity to
43 be known as the Massachusetts Life and Health Insurance
44 Guaranty Association. All members insurers shall be and remain
45 members of the association as a condition of their authority to
46 transact insurance in the commonwealth. The association shall
47 perform its functions under the plan of operation established
48 and approved under section seven and shall exercise its powers
49 through a board of directors established under section four. For
50 purposes of administration and assessment, the association shall
51 maintain three accounts:
52 (a) The health insurance account;
53 (b) The life insurance account; and
54 (c) The annuity account.
55 The association shall be supervised by the commissioner.
56 Section 4. The board of directors of the association shall
57 consist of not less than five nor more than nine members
58 serving terms as established in the plan of operation. The
59 aforesaid members shall be selected by member insurers subject
60 to the approval of the commissioner. Vacancies on the board
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61 shall be filled in the manner prescribed in the plan of operation.
In approving selections or appointing members to the board, the
commissioner shall require fair representation of all member
insurers. Members of the board may be reimbursed for expenses
incurred as members from any assets of the association but shall
not otherwise be compensated for their services to the associa-
tion.

62
63
64
65
66
67
68 Section 5. In addition to other powers and duties enumerated

in this chapter, (1) If a domestic insurer is an impaired insurer,
the association may, prior to an order of receivership or
liquidation or rehabilitation, and subject to any conditions it
may impose other than those which impair the contractual
obligations of the impaired insurer, with approval of the
impaired insurer and the commissioner,

69
70
71
72
73
74
75 (a) Guarantee or reinsure, or cause to be guaranteed,

assumed, or reinsured, all the covered policies of the impaired
insurer;

76
77

(b) Provide such monies, pledges, notes, guarantees, or other
means as are proper to effectuate subparagraph (a) above, and
assure payment of the contractual obligations of the impaired
insurer pending action under subparagraph (a) above;

78
79
80
81

(c) Loan money to the impaired insurer;82
(2) If a domestic insurer is an impaired insurer under an

order of receivership, liquidation or rehabilitation, the associa-
tion shall, with approval of the commissioner,

83
84
85

(a) Guarantee, assume, or reinsure or cause to be guaranteed,
assumed or reinsured the covered policies of the impaired
insurer;

86
87
88

(b) Assure payment of the contractual obligations of the
impaired insurer, and

89
90

(c) Provide such means as are reasonably necessary to
discharge the above duties.

91
92

(3) If a foreign insurer is an impaired insurer under an order
of receivership, liquidation, rehabilitation or conservation, the
association shall, with approval of the commissioner,

93
94
95

(a) Guarantee, assume or reinsure or cause to be guaranteed,
assumed or reinsured the covered policies of residents of the
commonwealth;

96
97
98
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99 (b) Assure payment of the contractual obligations of the
impaired insurer to residents of the Commonwealth, and100

10! (c) Provide such means as are reasonably necessary to
discharge the above duties.102

103 The association shall have no liability under the provisions of
subparagraph three of this section for any covered policy of a
foreign insurer whose domiciliary jurisdiction or state of entry
provides by statute or regulation for residents of the com-
monwealth protection substantially similar to that provided by
this chapter for residents of other states. A person shall be
considered a resident of the commonwealth for purposes of
subparagraph three above if he resided in the commonwealth at
the time impairment was determined.

104
105
106
107
108
109
110
11l
112 The association shall have all the powers that can be

conferred by law upon a legal entity for the purposes of
performing the above described duties. If the association fails to
exercise its powers and meet its duties, the commissioner shall
have such duties and powers and shall be entitled to act in the
place of the association to effect the purposes of this chapter.

113
1 14
115
116
117

Section 6. For the purpose of providing the funds necessary to
carry out the powers and duties of the association, the board of
directors shall assess the member insurers, separately for each
account, at such times and for such amounts as the board finds
necessary. The amount of such assessments shall be in the
manner prescribed by the plan of operation approved by the
commissioner and shall be made so as to fairly and equitably
apportion such costs among insurers on the basis of their
writings of each type of business affected by this chapter.

118
119
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121
122
123
124
125
126
127 Section 7. The association shall submit to the commissioner a

plan of operation and any amendments thereto as are necessary
or suitable to assure the fair, reasonable and equitable
administration of the association and assessment of member
insurers. Such plan of operation and any amendments thereto
shall become effective when approved in writing by the
commissioner. All members insurers shall comply with the plan
of operation as a condition of authority to transact business in
the commonwealth. In order to effectuate the purposes of this
chapter the plan of operations may contain provisions designed
to prevent impairment and their shall be no liability upon any

128
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133
134
135
136
137
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138 person for calling to the attention of the association or
139 commissioner any facts that could indicate an insurer is either
140 unable or potentially unable to fulfill its contractual obligations.
141 Section 8. The commissioner may make rasonable rules and
142 regulations to effectuate the purposes of this chapter. The
143 association shall be subject to examination and supervision of
144 the commissioner as though it were an insurer subject to the
145 provisions of chapter one hundred and seventy five of the
'46 General Laws.
T47 Section 9. All proceedings in which an impaired insurer is a
148 party in any court in the commonwealth shall be stayed for sixty
149 days from the date the impairment is determined to permit
150 proper defense by the association of all pending causes of action.

1 SECTION 2. The commissioner of insurance shall have
2 authority to organize the association and appoint its directors
3 and to promulgate a plan of operations if, for any reason,
4 directors are not selected within sixty days of the effective date
5 of section one of this act, or a plan of operation not approved
6 by him within one hundred and twenty days of said effective
7 date.

1 SECTION 3. This act shall take effect on January first,
2 nineteen hundred and seventy-six.
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