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the three calendar years preceding the effective date of the transaction if the business had
been written directly by the assuming insurer. If the amount of the applicable premiums
for the three year period cannot be determined, the assessment shall be 130% of the sum
of the unpaid losses, loss adjustment expenses, and incurred but not reported losses, as of
the effective date of the assumed claims transaction, multiplied by the applicable
guaranty association assessment percentage for the calendar year of the transaction.]
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Refund to the member insurers in proportion to the contribution of each member insurer
to that account that amount by which the assets of the account exceed the liabilities, if at
the end of any calendar year, the board of directors finds that the assets of the association
in any account exceed the liabilities of that account as estimated by the board of directors
for the coming year.]

HibditHifihe
Heidshethtbelgt
E il e iyt
i dijise . Tt
bl tHin
Tl il igh
b Tk

The legislature finds:

(@)

The potential for widespread and massive damage to persons and property
caused by natural disasters such as earthquakes, windstorms, or fire in this State
can generate insurance claims of such a number as to render numerous insurers
operating within this State insolvent and therefore unable to satisfy covered
claims;

The inability of insureds within this State to receive payments of covered claims or
to timely receive the payments creates financial and other hardships for insureds
and places undue burdens on the State, the affected units of local government,
and the community at large;

The insolvency of a single insurer in a material amount or a catastrophic event
may result in the same hardships as those produced by a natural disaster;

The State has previously taken action to address these problems by adopting the
[insert name of guaranty association act], which among other things, provides a
mechanism for the payment of covered claims under certain insurance policies to
avoid excessive delay in payment and to avoid financial loss to claimants or
policyholders because of the insolvency of an insurer; and

In order for the association to timely pay claims of insolvent insurers in this State 2
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pay from current funds and current assessments under Subsection A(3). In cases
where the association determines that it is cost effective, the association may
issue bonds as provided in this subsection. In determining whether to issue bonds,
the association shall consider the transaction costs of issuing the bonds.
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Section b. Prevention of Insolvencies
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