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claims under mortgage insurance policies. The priority status afforded by IRMA, as adopted, was considered to
indicate a moderate possibility of policyholder recovery in the event of receivership proceedings.

Based on this information and further information from the financial guaranty insurance sector, the Working
Group considered several options for rectifying what was an unintentional effect of extensive revisions to the
receivership model. Working Group members responsible for the drafting of Section 801 stated that the original
intent of excluding claims under policies of mortgage and financial guaranty insurance was not to create an
unfavorable perception about the legitimacy of these typesetiranceas comparedo other insurance

© 2007 National Association of Insurance Commissioners 2



7. Any OtherImportant Information (e.g.,amendingan accreditationstandard).

The amendment, if adoptedyould become part of IRMA, which is currently being processed under the Financial

Regulation Standards and Accreditation (F) Committee framework for consideration as an amendment to the
existing receivership accreditation standard.
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2006), which took the position that the reimbursemeon large deductible policies should be paal the
guarantyfunds to the extent the guaranty funds advanced the funds to pay the claims. The Arkansas Proposal
was drafted to reflect this positionHowever,it soon becameevidentthat a majority of the RITHavoredthe
Delawareapproachwhichwaseventuallyapproved by roll call vote of
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There are new provisions for addressing conservation (ArticleTHB. purpose of this Article is to provide for a
type of delinquency proceeding where it is not clear if the insurer can be rehabilitated. The intent is to avoid
rehabilitation proceedings conducted merely for the purpose of preparing the estate for the entry of a
liquidation order. Some interested parties complained that the powers of the conservatdoareroad. The
committee believed that th@urpose of conservation was best served by the enumerated powers.

In Section 504A(3)(b), the model explicitly adds a power that many regulators believe has been implicit in the
powers of the receiver(Also see Drafting Note to Section 801A). This provision expressly allows the liquidator,
upon approval of the receivership court, to pay administrative costs of the estate where the payment will assist
or result in the collection orecovery of property of the insurer. An example is where a claimant of the estate is
not going to prosecute a claim, but if the claim were pursued, the estate would realize a recovery of property.
This provision recognizes the liquidator's power to incentivize the prosecution of the claim, provided there is a
net benefit to all creditors of the estate by a resultant increase in the distributable assets. The payment does not
constitute a violation of the priority of distribution because it has no effect on the amount or timing of any
subsequent distribution on the underlying claim.
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excess distributions if needed.

Two issues were referred to the Model Act Revision Working Group for further consideration: (1) provision to
petition court for receiver to administer all claims, and (2) large deductible provigigrovision was proposed
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