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ARTICLE . GENERAL PROVISIONS
Section 101. Construction and Purpose
A. This Act shall be cited as the Insurer Receivership Act.

B. This Act shall not be interpreted to limit the powers granted the commissioner by other
provisions of the law.
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Section 103. Persons Covered
The provisions of this Act shall be applied to:
A. All insurers who are doing, or have done, an insurance business in this state, and against whom

claims arising from that business may exist now or in the future, and to all persons subject to
examination by the commissioner;

B. All insurers who purport to do an insurance business in this state;
C. All insurers who have insureds resident in this state;
D. All other persons organized or doing insurance business, or in the process of organizing with the

intent to do insurance business in this state;

E. All nonprofit service plans and all fraternal benefit societies and beneficial societies subject to
[insert statute identification if desired];

F. All title insurance companies subject to [insert statute identification if desired];

G. All prepaid health care delivery plans [insert statute iden-2.4 (1).8 (I(t).8 ( 2.5 (t)3.8 (ut ps)-2.5 (ir)-0.7
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“Department” means the Insurance Department of this state unless the context requires
otherwise.

“Doing business” (including “doing insurance business” and the “business of insurance”)
includes, but is not limited to, any of the following acts, whether effected by mail, electronic
means, or otherwise:

(1)

(2)

3)

(4)

(5)

The issuance or delivery of contracts, certificates or binders of insurance, either to
persons resident in or covering a risk located in this state;

The solicitation of applications for the contracts, or other negotiations preliminary to
the execution of the contracts;

The collection of premiums, membership fees, assessments or other consideration for
the contracts;

The transaction of matters subsequent to execution of the contracts and arising out of
them;

Operating as an insurer under a license or certificate of authority issued by the
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L. “Good faith” means honesty in fact and intention, and in regard to the provisions of Article VI of
this Act also requires the absence of information that would lead a reasonable person in the
same position to know that the insurer is financially impaired or insolvent, together with the
absence of knowledge regarding the imminence or pendency of any delinquency proceeding
against the insurer.

M. “Guaranty association” means any mechanism mandated by [insert citation to guaranty
association enabling acts] or a similar mechanism in another state, which is created for the
payment of claims or continuation of policy obligations of financially impaired or insolvent
insurers.

N. “Impaired” means that the insurer does not have admitted assets at least equal to all its
liabilities together with the minimum surplus required to be maintained by [cite states insurance
statutes and regulations regarding minimum capital and surplus requirements] or has a total
adjusted capital that is less than its Authorized Control Level Risk Based Capital (RBC) as defined
in [cite to states enactments related to the RBC Model Act, Risk RBC For Health Organizations
Model Act and any related regulations].

O. “Insolvency” or “insolvent” means the insurer is unable to pay its obligations when they are due

or does not have admitted assets at least equal to all its liabilities or has a total adjusted capital
that is less than its Mandatory Control Level RBC as defined in [cite to state’s enactments
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(b) An agreement that is subject to regulation under Section 19 of the Commodity
Exchange Act (7 U.S.C. § 1, et seq.
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FF. “Transfer” shall include the sale and every other and different mode, direct or indirect, of
disposing of or of parting with property or with an interest therein, including a setoff, or with
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[Alternative 1] No person shall be allowed to intervene in any liquidation proceeding in this
state for the purpose of seeking or obtaining payment of any judgment, lien or other claim of
any kind. The claims procedure set forth in this Act constitutes the exclusive means for obtaining
payment of claims from the liquidation estate. Upon application to and approval by the
receivership court, any guaranty association or its designated representative may intervene as a
party and appear and participate in any court proceeding concerning a liquidation proceeding
against an insurer if the association is or may become liable to act as a result of the liquidation
proceeding. Intervention by any guaranty association or its designated representative conferred
under this subsection shall not constitute grounds to establish general personal jurisdiction by
the courts of this state. The intervening guaranty association or its designated representative
shall be subject to the receivership court’s jurisdiction for the limited purpose for which it
intervenes.

[Alternative 2] No person shall be allowed to intervene in any liquidation proceeding in this
state for the purpose of seeking or obtaining payment of any judgment, lien or other claim of
any kind. The claims procedure set forth in this Act constitutes the exclusive means for obtaining
payment of claims from the liquidation estate. Any guaranty association or its designated
representative may intervene as a party as a matter of right and otherwise appear and
participate in any court proceeding concerning a liquidation proceeding against an insurer if the
association is or may become liable to act as a result of the liquidation proceeding. Intervention
by any guaranty association or its designated representative conferred under this subsection
shall not constitute grounds to establish general personal jurisdiction by the courts of this state.
The intervening guaranty association or its designated representative shall be subject to the
receivership court’s jurisdiction for the limited purpose for which it intervenes.

[Alternative 3] No person shall be allowed to intervene in any liquidation proceeding in this
state for the purpose of seeking or obtaining payment of any judgment, lien or other claim of
any kind. The claims procedure set forth in this Act constitutes the exclusive means for obtaining
payment of claims from the liquidation estate.

Drafting Note: States may choose Alternative 1, 2 or 3 for Subsection | depending on the ability of guaranty associations to intervene in
liquidation proceedings. Alternative 1 permits guaranty associations to intervene for a limited purpose upon application to and approval
by the receivership court. Alternative 2 permits intervention by guaranty associations as a matter of right, upon apptcation
approval by the receivership court. Alternative 3 is silent as to guaranty associations and contains the same genet@rpahibi
intervention in liquidation proceedings as Alternatives 1 and 2.

J.

MO-555-12

The foregoing provisions of this section notwithstanding, the provisions of this Act do not confer
jurisdiction on the receivership court to resolve coverage disputes between guaranty
associations and those asserting claims against them resulting from the initiation of a
receivership proceeding under this Act except to the extent that the guaranty association has
otherwise expressly consented to the jurisdiction of the receivership court pursuant to a plan of
rehabilitation or liquidation that resolves its obligations to covered policyholders. The
determination of any dispute with respect to the statutory coverage obligations of any guaranty
association by a court or administrative agency or body with jurisdiction in the guaranty
association’s state of domicile shall be binding and conclusive as to the guaranty association’s
claim in the liquidation proceeding.

Upon the request of the receiver the receivership court [or a chief administrative judge] may

order that one judge hear all cases and controversies arising out of or related to the delinquency
proceeding.
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(5) If an objection is timely filed, the receivership court may hold a hearing. If the
receivership court approves the application and, upon a motion by the receiver,
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(8) Any right to cause the netting, liquidation, setoff, termination, acceleration or close out
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[Alternative 2] The provisions of this Act shall be applicable to proceedings instituted prior to the effective date
of this Act. The provisions of this section shall not affect any final judgment or order entered by a court of
competent jurisdiction prior to the effective date of this Act. Provided that claims against insurers under formal
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F. The receiver shall not be deemed a governmental entity for the purposes of any state law
awarding fees to a litigant who prevails against a governmental entity.

Section 113. Unrecorded Obligations and Defenses Of Affiliates

A.
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Section 115. Immunity and Indemnification of the Receiver and Assistants
[Alternative 1]
A. For the purposes of this section, the persons entitled to immunity and indemnification, and
those entitled to only immunity, as applicable, are:

(1) All present and former receivers responsible for the conduct of a delinquency
proceeding under this Act;

(2)
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Receivership expenses other than those described in Subsection A shall be paid as follows:

Q) The receiver shall submit an application pursuant to Section 107 to the receivership
court to approve:

@) The terms of compensation of each special deputy or contractor where the total
amount of the compensation is reasonably expected by the receiver for the
duration of the delinquency proceeding to exceed an amount established by the
receivership court; and

(b) Any other anticipated expense in excess of an amount established by the
receivership court.

(2) The receiver may, as the receiver deems appropriate, submit an application to approve
any compensation, anticipated expenses or incurred expenses not described in
Paragraph (1).

3) The receiver may pay as incurred any expenses not requiring receivership court approval
and any expenses approved in the rehabilitation or liquidation order.

4) The approval of expenses by the receivership court shall not prejudice the right of the
receiver to seek any recovery, recoupment, disgorgement or reimbursement of fees
based on contract or causes of action recognized in law or in equity.

On an annual or more frequent basis, the receiver shall submit to the receivership court a report
summarizing the expenses incurred in the prior period.

Receivership court approval shall not be required to pay expenses incurred by the receiver in
connection with the appeal of an order of the receivership court.

[Alternative 1] All expenses of receivership shall be paid from the assets of the insurer, except
as provided in this subsection. In the event that the insurer does not have sufficient cash or
liquid assets to defray the expenses incurred, the commissioner may advance funds out of any
appropriation for the maintenance of the insurance department. Any amounts advanced shall

be repaid to the commissioner out of the first available moneys of the insurer.

[Alternative 2] All expenses of receivership shall be paid from the assets of the insurer, except
as provided in this subsection. In the event that the property of the insurer does not contain
sufficient cash or liquid assets to defray the expenses incurred, the commissioner may advance
funds from the account established under Subsection 804C. Any amounts advanced shall be
repaid to the account out of the first available moneys of the insurer.

Drafting Note States may utilize the term “application”, “motion” or such other term that is considered appropriate in their state.

Drafting Note:Alternative 2 is only appropriate if Alternative 1 to Section 804 is enacted.

MO-555-24
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A.
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(4) The order shall not continue in effect beyond the time and date set for the return of
summons, unless the receivership court shall expressly enter one or more orders
extending the restraining order.

If no temporary restraining order is requested, the receivership court shall cause summons to be
issued. The summons shall specify a return date not more than thirty (30) days after issuance
and that an answer must be filed at or before the return date.

Return of Summons and Summary Hearing

The receivership court shall hold a summary hearing at the time and date for the return of
summons on a petition to commence a formal delinquency proceeding.

If a person is not served with summons on a petition to commence a formal delinquency
proceeding and fails to appear for the summary hearing, the receivership court shall:

Q) Continue the summary hearing not more than ten (10) days;

(2) Provide for alternative service of summons upon the person; and

3) Extend any restraining order.

Upon a showing of good faith efforts to effect personal service upon a person who has failed to
appear for a continued summary hearing, the receivership court shall order notice of the
petition to commence a formal delinquency proceeding to be published. The order and notice
shall specify a return date not less than ten (10) nor more than twenty (20) days after the
publication and that the restraining order has been extended to the continued hearing date.

If a person fails to appear for a summary hearing on a petition to commence a formal

delinquency proceeding after service of summons, the receivership court shall enter judgment
in favor of the commissioner against that person.

(1)
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The receivership court or any appellate court to which the matter is presented may condition
any relief it grants under Subsection D on the filing of a bond or other appropriate security with
the receivership court.

The provisions of Section 115 shall apply to all acts taken during the pendency of an appeal
regardless of its ultimate disposition.

The reversal or modification on appeal of an order of conservation, rehabilitation or liquidation
does not affect the validity of the acts of the receiver pursuant to the order unless the order is
stayed pending appeal.

Confidentiality

In all proceedings and judicial reviews under Section 201, all records of the insurer, department
files, court records and papers, and other documents, so far as they pertain to or are a part of
the record of the proceedings, shall be and remain confidential, and all papers filed with the
clerk of the [insert proper court] court shall be held by the clerk in a confidential file as
permitted by law, except to the extent necessary to obtain compliance with any order entered
in connection with the proceedings, unless and until:

(1) The [insert proper court] court, after hearing argument in chambers, shall order
otherwise;

(2 The insurer requests that the matter be made public; or

3) The commissioner applies for an order under Section 207.

The commissioner, conservator or rehabilitator may share documents, materials or other
information in the possession, custody or control of the department, pertaining to an insurer

that is the subject of a delinquency proceeding under this Act, with other state, federal and
international regulatory agencies, with the National Association of Insurance Commissioners
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The confidentiality obligations imposed by this section shall end upon the entry of an order of
liquidation against the insurer, unless otherwise agreed to by the parties or pursuant to an order
of the receivership court. Any continuation of confidentiality as provided in Subsection B shall
not apply to any insurer records necessary for the guaranty associations to discharge their
statutory responsibilities.

No waiver of any applicable privilege or claim of confidentiality shall occur as a result of any
disclosure, or any sharing of documents, materials or other information, made pursuant to this
section.

Grounds for Conservation, Rehabilitation or Liquidation

The commissioner may file in the [insert proper court] court of this state a petition with respect to an insurer
domiciled in this state or an unauthorized insurer for an order of conservation, rehabilitation or liquidation on
any one or more of the following grounds:

A.

B.

The insurer is impaired;
The insurer is insolvent;

The insurer is about to become insolvent. An insurer is about to become insolvent for purposes
of this section if it is reasonably anticipated that the insurer will not have liquid assets to meet
its next ninety (90) days’ current obligations;

The insurer has neglected or refused to comply with an order of the commissioner to make good
within the time prescribed by law any deficiency, whenever its capital and minimum required
surplus, if a stock company, or its surplus, if a company other than stock, has become impaired;

The insurer, its parent company, its subsidiaries or its affiliates have converted, wasted or
concealed property of the insurer, or otherwise improperly disposed of, dissipated, used,
released, transferred, sold, assigned, hypothecated or removed the property of the insurer;

The insurer is in such condition that it could not meet the requirements for organization and

authorization as required by law, except as to the amount of the original surplus required of a
stock company under Section [insert proper section], and except as to the amount of the surplus
required of a company other than a stock company in excess of the minimum surplus required
to be maintained;

The insurer, its parent company, its subsidiaries or its affiliates have concealed, removed,
altered, destroyed or failed to establish and maintain books, records, documents, accounts,
vouchers and other pertinent material adequate for the determination of the financial condition
of the insurer by examination under Section [insert citation to examination authority statute in
state’s general insurance laws], or has failed to properly administer claims or maintain claims
records that are adequate for the determination of its outstanding claims liability;

At any time after the issuance of an order under Section [insert citation to corrective orders

© 2007 National Association of Insurance Commissioners MO-555-31



Insurer Receivership Model Act



NAIC Model Laws, Regulations, Guidelines and Other ResetPotsber 2007



Insurer Receivership Model Act

receiver, with the approval of the receivership court in accordance with Section 116, and shall
be paid out of the property of the insurer. If the receiver, in his or her sole discretion, deems it
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policies, insurance and reinsurance contracts, surety bonds or surety undertakings to a solvent
assuming insurer. The conservator shall have all the powers of the directors, officers and
managers of the insurer, whose authority shall be suspended, except as redelegated by the
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C. Upon a determination by the commissioner or a receiver that the insurer should be liquidated, the
commissioner or receiver or his or her designated representative shall participate in cooperative
efforts with the potentially obligated guaranty associations to ensure that an orderly transition to
liquidation occurs. The conservator shall make available to the guaranty associations the
information necessary to discharge their responsibilities upon becoming statutorily obligated. To
the extent that information is available, or as it becomes available, the conservator shall provide
appropriate information to guaranty associations in the states where the insurer transacted
business.

D. Appropriate information as referred to in this section at a minimum includes the following for lines
of business written by the insurer (whether covered or not covered by guaranty associations): a
general description of the different types of business written or assumed by the insurer; claim
counts and policy counts by state and by line of business; claim and policy reserves; account values;
cash surrender values; policy loans; interest crediting history; premiums and mode of payment;
unpaid claims and amounts; sample policies and endorsements; listing of different locations of
claim files; if third party administrators were used, copies of executed contracts and a description of
the contractual arrangements; and information concerning claims in litigation or dispute, including
a listing of claims with assigned defense counsel for those claims going to trial in the near future
after a possible liquidation date. Appropriate information also includes information concerning
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rehabilitation plan, unless the receivership court, for good cause shown, shall extend the
moratorium.

Once a plan has been filed, any party in interest may object to the plan.

A plan shall:

(1) Except as provided at Subsection E, provide no less favorable treatment of a claim or class
of claims than would occur in liquidation, unless the holder of a particular claim or interest
agrees to a less favorable treatment of that particular claim or interest;

(2 Provide adequate means for the plan’s implementation;

(€)) Contain information concerning the financial condition of the insurer and the operation
and effect of the plan, as far as is reasonably practicable in light of the nature and history of
the insurer, the condition of the insurer’'s books and records and the nature of the plan;

and

()] Provide for the disposition of the books, records, documents and other information
relevant to the duties and obligations covered by the plan.
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Section 404.  Termination of Rehabilitation

A. Whenever the rehabilitator believes further attempts to rehabilitate an insurer would
substantially increase the risk of loss to creditors, policyholders or the public, or would be futile,
the rehabilitator may move for an order of liquidation. In accordance with Section 405, the
rehabilitator or the rehabilitator’'s designated representative shall coordinate with the guaranty
associations that may become liable as a result of the liquidation and any national association of
guaranty associations to plan for transition to liquidation.

B. The protection of the interests of insureds, claimants and the public requires the timely
performance of all insurance policy obligations; therefore, if the payment of policy obligations is
suspended in substantial part for a period of six (6) months at any time after the appointment of
the rehabilitator and the rehabilitator has not filed an application for approval of a plan under
Section 403, the rehabilitator shall petition the receivership court for an order of liquidation or
seek an order, on good cause shown, for a longer suspension period.

C. The rehabilitator or the directors of the insurer may at any time petition the receivership court
for, or the receivership court on its own motion may enter, an order terminating rehabilitation
of an insurer. Subject to the provisions of Section 901, if the receivership court finds that
rehabilitation has been accomplished and that grounds for rehabilitation under Section 207 no
longer exist, it shall order that the insurer be restored to title and possession of its property and
the control of the business.

Section 405. Coordination with Guaranty Associations and Orderly Transition to Liquidation

A. Upon the entry of an order of rehabilitation or as soon thereafter as is practical, the rehabilitator or
his or her designated representative shall consult with the potentially obligated guaranty
associations or their designated representatives to determine the extent to which the guaranty
associations will be impacted by or may assist in the efforts to rehabilitate the insurer, and shall also
provide appropriate information to the guaranty associations to allow them to evaluate and
discharge their statutory responsibilities. The rehabilitator shall begin appropriate contingency
planning and organizing so that an orderly transition to liquidation occurs, if liquidation is
necessary. An orderly transition to liquidation requires, among other things, that: (i) the
rehabilitator to the fullest extent possible reserve sufficient assets to continue to meet obligations
under insurance policies of the insolvent insurer until the guaranty associations are triggered, and
(i) the rehabilitator shall conduct affairs in such a way and cooperate as necessary with the
guaranty associations that may become liable as a result of the insolvency of the insurer to ensure
that the guaranty associations are provided with appropriate information, along with necessary
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liquidation shall continue in force as provided in this section, unless further extended by the
receiver with the approval of the receivership court, until the earlier of:

(1)
(2)
(3)

(4)

(5)

Thirty (30) days from the date of entry of the liquidation order;
The date of expiration of the policy coverage;

The date the insured has replaced the insurance coverage with equivalent insurance
with another insurer or otherwise terminated the policy;

The date the liquidator has effected a transfer of the policy obligation pursuant to
Section 504A(5); or

The date proposed by the liquidator and approved by the receivership court to cancel
coverage.

Drafting Note: The provision in Paragraph (5) is designed to allow for possible immediate cancellation of policies in the event there is no

guaranty fund coverage.

C. An order of liquidation under Section 501 shall terminate coverages at the time specified in
Subsections A and B for purposes of any other statute.

D. Policies of life, disability income, long term care or health insurance or annuities covered by a
guaranty association or portions of such policies covered by one or more guaranty associations,
under applicable law, shall continue in force, subject to the terms of the policy (including any
terms restructured pursuant to a coudpproved rehabilitation plan) to the extent necessary to
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B. Upon an application to sell the corporate entity or charter, with notice as prescribed in this Act,
the receivership court may enter an order;

(1) Separating the corporate entity or charter, together with any of its licenses to do
business and such assets as the liquidator deems appropriate to the transaction, from
the remaining estate in liquidation and all of its assets and the claims or interests of all
claimants, creditors, policyholders and stockholders;

(2 Canceling all outstanding stock and other securities of, and other equity interests in, the
corporate entity or charter, provided that the cancellation shall not affect any claim
against the estate by holders of the equity interests;

(3) Authorizing the issuance and sale of new stock or other securities for the purpose of
transferring to one or more buyers control and ownership of the corporate entity or
charter; and

(4) Authorizing the sale of the corporate entity or charter, together with any of its licenses
to do business and such general assets as the liquidator deems appropriate to the
transaction, free and clear from the claims or interest of all claimants, creditors,
policyholders and stockholders.

C. The sale of the corporate entity or charter may be made in the manner and on the terms and
conditions applied for by the liquidator and ordered by the receivership court. Any sale shall be
subject to the domiciliary state’s laws regarding acquisition of an insurer [refer to state’s
Insurance Holding Company law or other law regarding the transfer of control of insurers]. The
proceeds from the sale of the corporate entity or charter shall become a part of the property of
the estate in liquidation, and the then separate corporate entity or charter, together with any of
its licenses to do business and such assets as the liquidator deems appropriate to the
transaction, shall thereafter be free and clear from the claims or interest of all claimants,
creditors, policyholders and stockholders of the insurer in liquidation. The court shall be deemed
to have broad powers to effect the disposition of corporate entities and their charters including,
without limiting the foregoing, reorganizations and conversions thereof.

D. This section shall déoerally construed to accomplish its purposes to provide an expeditious and
effective procedure to realize the maximum proceeds possible from the sale of a corporate
entity or charter separated from an estate in liquidation and to ensure that the purchasers
receive clear and marketable titles.

E. If permission to sell the corporate entity or charter is not granted prior to discharge of the
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(6)

(7)

(8)

(9)

(10)

Insurer Receivership Model Act

Subject to Subsection D, to acquire, hypothecate, encumber, lease, improve, sell,
transfer, abandon or otherwise dispose of or deal with, any property of the estate at its
market value or upon such terms and conditions as are fair and reasonable. The
liquidator shall also have the power to execute, acknowledge and deliver any deeds,
assignments, releases and other instruments necessary or proper to effectuate any sale
of property or other transaction in connection with the liquidation;

To borrow money on the security of the property of the estate or without security and
to execute and deliver all documents necessary to that transaction for the purpose of
facilitating the liquidation. Any such funds borrowed may be repaid as an administrative
expense and have priority over any other claims in Class 1 under the priority of
distribution;

To enter into such contracts as are necessary to carry out the order to liquidate, and,
subject to the provisions of Section 114, to assume or reject any executory contract or
unexpired lease to which the insurer is a party;

To continue to prosecute and to institute in the name of the insurer or in the
liquidator's own name suits and other legal proceedings, in this state or elsewhere, and
to abandon the prosecution of claims the liquidator deems unprofitable to pursue
further. If the insurer is dissolved under Section 503, the liquidator shall have the power
to apply to any court in this state or elsewhere for leave to substitute the liquidator for
the insurer as a party;

To prosecute or assert with exclusive standing any action that may exist on behalf of the
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ARTICLE VI.

Section 601.

A.
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Any agent failing to provide information to the liquidator as required in Subsection B may be
subject to payment of a penalty of not more than $1,000, in addition, the agent’s license may be
suspended after a hearing held by the commissioner.

Notwithstanding an agent's property interest, if any, in the expiration of the policy, the
liquidator shall have the exclusive power to determine whether, and under what terms, to
cancel or transfer the policy.

ASSET RECOVERY
Turnover of Assets

If the receiver determines that funds or property in the possession of another person are
rightfully the property of the estate, the receiver shall deliver to the person a written demand
for immediate delivery of the funds or property, referencing this section by number, referencing
the court and docket number of the receivership action, and notifying the person that any claim
of right to the funds or property by the person shall be presented to the receivership court
within twenty (20) days after the date of the written demand. Any person who holds funds or
other property belonging to an entity subject to an order of receivership under this Act shall
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Section 607. Liability of Transferee

A. Except as otherwise provided in this section, to the extent that the receiver obtains an order
pursuant to Section 601, or avoids a transfer under Sections 602, 603, 604, 605 or 606, the
receiver may recover the property transferred, or the value of the property, from:
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Section 608. Claims of Holders of Void or Voidable Rights

A. The receiver may disallow all claims of a creditor who has received or acquired a preference,
lien, conveyance, transfer, assignment or encumbrance voidable under this Act, unless the
creditor surrenders the preference, lien, conveyance, transfer, assignment or encumbrance. If
the avoidance is effected by a proceeding in which a final judgment has been entered, the claim
shall not be allowed unless the money is paid or the property is delivered to the receiver within
thirty (30) days from the date of the entering of the final judgment, except that the receivership
court may allow further time if there is an appeal or other continuation of the proceeding.

B. A claim allowable under Subsection A by reason of the avoidance, whether voluntary or
involuntary, or a preference, lien, conveyance, transfer, assignment or encumbrance, may be
filed as an excused late filing under Subsection 701B if filed within thirty (30) days from the date
of the avoidance, or within the further time allowed by the receivership court under Subsection
A.

Section 609. Setoffs

A. Mutual debts or mutual credits, whether arising out of one or more contracts between the
insurer and another person in connection with any action or proceeding under this Act, shall be
set off and the balance only shall be allowed or paid, except as provided in Subsection B, Section
612 and Section 613. Obligations arising out of the termination of life, disability income or long
term care reinsurance contracts pursuant to Section 612 may be set off against other debts and
credits arising out of contracts between the insurer and the reinsurer.

B. No setoff shall be allowed after the commencement of a delinquency proceeding under this Act
in favor of any person if:

(1) The claim against the insurer is disallowed;

(2) The claim against the insurer was purchased by or transferred to the person on or after
the filing of the receivership petition or within 120 days preceding the filing of the
receivership petition;

(3) The obligation of the insurer is owed to an affiliate or entity other than the person,
absent written assignment of the obligation made more than 120 days before the filing
of the petition for receivership;

(4) The obligation of the person is owed to an affiliate or entity other than the insurer,
absent written assignment of the obligation made more than 120 days before the filing
of the petition for receivership;

(5) The obligation of the person is to pay an assessment levied against the members or

subscribers of the insurer, or is to pay a balance upon a subscription to the capital stock
of the insurer, or is in any other way in the nature of a capital contribution;
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After levy of assessment under Subsection B, the receiver shall petition the receivership court
for an order directing each member who has not paid the assessment pursuant to the levy to
show cause why a judgment therefore should not be entered.

At least twenty (20) days before the return day of the order, the receiver shall give notice of the
order to show cause by publication or by first class mail to each member liable on the
assessment mailed to the member’s last known address as it appears on the insurer’s records or
such other method of notification as the receivership court may direct. Failure of the member or
subscriber to receive the notice of the assessment or of