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2013 -- S0637 SUBSTITUTE A

STATE OF RHODE ISLAND

IN GENERAL ASSEMBLY

JANUARY SESSION, A.D. 2013

AN ACT

RELATING TO INSURANCE

Introduced By:Senators Walaska, and Bates

Date IntroducedMarch 06, 2013

Referred ToSenate Corporations

(Business Regulation)

It is enacted by the General Assembly as follows:

SECTION 1. Sections 27-2.1-1 and 27-2.1-2 of thene®&l Laws in Chapter 27-2.1
entitled "Additional Fees for Foreign Insurance @ames" are hereby amended to read as
follows:

27-2.1-1. New application fee. -- Any foreign insurance company applying for liceresu

within the state of Rhode Island to transact insceabusiness must upon filing of an application

submit to the insurance commissioner a non-refuedapplication fee obre-thousand-deliars

{$1,000)0ne thousand, two hundred dollars ($1,2@9)yfereign-insurance—company-that-has

27-2.1-2. Review of application fee. -- Whenever any foreign insurance company has

made application to transact insurance businedsnaibhe statethe applicant shall be assessed

for the actual time incurred in conducting the gsiglin accordance with the expense calculation

for examinations under subdivision 27-13.1-7(a)ghe-the-aplication-is-to-bereviewed-by-the

SECTION 2. Section 27-2.4-16 of the General LawShapter 27-2.4 entitled "Producer

Licensing Act" is hereby amended to read as follows
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27-2.4-16. Netificationto-insurance-commission—oftermination——Notification to

insurance commissioner of termination. -- (a) Termination for cause. - An insurer or authexi

representative of the insurer that terminates thpl@/ment contract or other insurance business
relationship with an insurance producer shall gdtie insurance commissioner within thirty (30)
days following the effective date of the terminatioising a format prescribed by the insurance
commissioner, if the reason for termination is ohéhe reasons set forth in section 27-2.4-14 or
the insurer has knowledge the insurance producerfaand by a court, government body, or
self-regulatory organization authorized by law &wvé engaged in any of the activities in section
27-2.4-14. Upon the written request of the insueanommissioner, the insurer shall provide
additional information, documents, records or otffea pertaining to the termination or activity

of the insurance producer.

{e)(b) Ongoing natification requirement. - The insurettwe authorized representative of

the insurer shall promptly notify the insurance oassioner in a format acceptable to the
insurance commissioner if, upon further reviewraresstigation, the insurer discovers additional
information that would have been reportable toittseirance commissioner in accordance with
subsection (a) of this section had the insurer kmewn of its existence.

{eh(c) Copy of notification to be provided to the insuramproducer.

(1) Within fifteen (15) days

(2) Within thirty (30) days after the insuranceogcer has received the original or
additional notification, the insurance producer nifdg written comments concerning the
substance of the notification with the insuranceeussioner. The insurance producer shall, by
the same means, simultaneously send a copy ofaimenents to the reporting insurer, and the
comments shall become a part of the insurance cesmnier's file and accompany every copy of
a report distributed or disclosed for any reasoouithe insurance producer as permitted under
subsectiorff(e) of this section.

feXd) Immunities. - (1) In the absence of actual malias, insurer, the authorized
representative of the insurer, an insurance produttee insurance commissioner, or an

organization of which the insurance commissioner isember and that compiles the information
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and makes it available to other insurance commigsf or regulatory or law enforcement
agencies shall not be subject to civil liabilitxcept as provided in this section, and a civil eaus
of action of any nature shall not arise againstséhentities or their respective agents or
employees, except as provided in this section,raswt of any statement or information required
by or provided pursuant to this section or any rimfation relating to any statement that may be
requested in writing by the insurance commissioftem an insurer or insurance producer; or a
statement by a terminating insurer or insurancelymer to an insurer or insurance producer
limited solely and exclusively to whether a terntioa for cause under subsection (a) of this
section was reported to the insurance commissiopsyided that the propriety of any
termination for cause under subsection (a) of skigtion is certified in writing by an officer or
authorized representative of the insurer or instggroducer terminating the relationship.

(2) In any action brought against a person that haave immunity under this chapter for
making any statement required by this section awiging any information relating to any
statement that may be requested by the insuranoeniszioner, the party bringing the action
shall plead specifically in any allegation that division {e)d)(1) of this section does not apply
because the person making the statement or providaninformation did so with actual malice.

(3) This chapter shall not abrogate or modify &xysting statutory or common law
privileges or immunities.

£ (e) Confidentiality. - (1) Any documents, materialsather information in the control
or possession of the department that is furnishgda insurer, insurance producer or an
employee or agent of the insurer or insurance medwacting on behalf of the insurer or
insurance producer, or obtained by the insurancengssioner in an investigation pursuant to
this section, shall be confidential by law and jpeiyed, shall not be subject to chapter 2 of title
38, shall not be subject to subpoena, and shallbrosubject to discovery or admissible in
evidence in any private civil action. The insurarmmmmissioner is authorized to use the
documents, materials or other information in thehierance of any regulatory or legal action
brought as a part of the insurance commissionatiesd

(2) Neither the insurance commissioner nor anysgerwho received documents,
materials or other information while acting undee tauthority of the insurance commissioner
shall be permitted or required to testify in anywate civil action concerning any confidential
documents, materials, or information subject te thapter.

(3) In order to assist in the performance of thgurance commissioner's duties under
this chapter, the insurance commissioner:

(i) May share documents, materials or other infdram, including the confidential and
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privileged documents, materials or information sabjto this chapter, with other state, federal,
and international regulatory agencies, with the GlIAts affiliates or subsidiaries, and with state,
federal, and international law enforcement authesjt provided that the recipient agrees to
maintain the confidentiality and privileged statidishe document, material or other information;

(i) May receive documents, materials or inforraati including confidential and
privileged documents, materials or informationnfrthe NAIC, its affiliates or subsidiaries and
from regulatory and law enforcement officials dhet foreign or domestic jurisdictions, and shall
maintain as confidential or privileged any documematerial or information received with notice
or the understanding that it is confidential owvieged under the laws of the jurisdiction that is
the source of the document, material or information

(iif) May enter into agreements governing shadng use of information consistent with
this subsection;

(iv) No waiver of any applicable privilege or cfaiof confidentiality in the documents,
materials, or information shall occur as a restildisclosure to the commissioner under this
section or as a result of sharing as authorizekischapter;

(v) Nothing in this chapter shall prohibit the umance commissioner from releasing
final, adjudicated actions including for cause teations that are open to public inspection
pursuant to chapter 2 of title 38 to a databasetlwer clearinghouse service maintained by the
NAIC, its affiliates or subsidiaries; and

(vi) If the department releases to an unauthorikéd party any documents, materials or
other information provided to the department punsua this section, then the department shall
be subject to a fine not to exceed one thousarldrddi$1,000) after a hearing on this violation
brought in the Superior Court.

{e)(f) Penalties for Failing to Report. - An insurer, tnghorized representative of the
insurer, or insurance producer that fails to repsrtequired under the provisions of this section
or that is found to have reported with actual neaby a court of competent jurisdiction may, after
notice and hearing, have its license or certificzdtauthority suspended or revoked and may be
fined in accordance with section 42-14-16.

SECTION 3. Section 27-4.8-4 of the General Law<hapter 27-4.8 entitled "Group
Life Insurance" is hereby amended to read as fallow

27-4.8-4. Dependent group life insurance. -- Except for a policy issued under

subdivision 27-4.8-1(2), a group life insuranceigoinay be extended to insure the employees or
members against loss due to the death of theirsgisoand dependent children, or any class or

classes thereof, subject to the following:
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(1) The premium for the insurance shall be pattegifrom funds contributed by the
employer, union, association or other person torwlhize policy has been issued, or from funds
contributed by the covered persons, or from boktept as provided in subdivision (2), a policy
on which no part of the premium for the spouset dependent child's coverage is to be derived
from funds contributed by the covered persons shalire all eligible employees or members
with respect to their spouses and dependent childreany class or classes thereof.

(2) An insurer may exclude or limit the coverageamy spouse or dependent child as to

whom evidence of individual insurability is notisédctory to the insurer.

SECTION 4. Section 27-9-4.1 of the General Law<hapter 27-9 entitled "Casualty

Insurance Rating" is hereby repealed.

SECTION 5. Sections 27-14.5-3 and 27-14.5-4 ofGlemeral Laws in Chapter 27-14.5

entitled "Voluntary Restructuring of Solvent Inskg'eare hereby amended to read as follows:

27-14.5-3. Notice. -- (a) Wherever in this chapter notice is requirbe, applicant shall,

within ten (10) days of the event triggering thquieement, cause transmittal of the notice:
(1) By first class mail and facsimile to the insoce regulator in each jurisdiction in
which the applicant is doing business;

(2) By first class mail tadhe national conference of insurance guaranty flaraball

guaranteg@uarantyassociationor the states in which the applicant is doing besg

(3) Pursuant to the notice provisions of reinsoeaagreements or, where an agreement
has no provision for notice, by first class maibtbreinsures of the applicant;

(4) By first class mail to all insurance agent$naurance producers of the applicant;

(5) By first class mail to all persons known omsenably expected to have claims
against the applicant including all policyholdeas their last known address as indicated by the
records of the applicant;

(6) By first class mail to federal, state, and alogovernment agencies and
instrumentalities as their interests may arise; and

(7) By publication in a newspaper of general daton in the state in which the
applicant has its principal place of business andny other locations that the court overseeing

the proceeding deems appropriate.
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(b) If notice is given in accordance with thistémt, any orders under this chapter shall
be conclusive with respect to all claimants andcgbblders, whether or not they received notice.

(c) Where this chapter requires that the appligaavide notice but the commissioner
has been named receiver of the applicant, the cesiomier shall provide the required notice.

27-14.5-4. Commutation plans. -- (a) Application. - Any commercial run-off insurer

may apply to the court for an order implementirgpmmutation plan.

(b) Procedure.

(1) The applicant shall give notice of the applmaand proposed commutation plan.

(2) All creditors shall be given the opportunibyvote on the plan.

(3) All creditors, assumption policyholders, reirers, and guaranty associations shall be
provided with access to the same information ne¢ato the proposed plan and shall be given the
opportunity to file comments or objections with ttwaurt.

(4) Approval of a commutation plan requires congdn(i) fifty percent (50%) of each
class of creditors; and (ii) the holders of sevdiwy percent (75%) in value of the liabilities
owed to each class of creditors.

(c) Implementation order.

(1) The court shall enter an implementation orifiefi) the plan is approved under
subdivision (b)(4) of this section; and (ii) theucb determines that implementation of the
commutation plan would not materially adverselyeaffeither the interests of objecting creditors
or the interests of assumption policyholders.

(2) The implementation order shall:

(i) Order implementation of the commutation plan;

(i) Subject to any limitations in the commutatiguhan, enjoin all litigation in all
jurisdictions between the applicant and creditdh&othan with the leave of the court;

(iif) Require all creditors to submit informatioaquested by the bar date specified in the
plan;

(iv) Require that upon a noticed application, fipplicant obtain court approval before
making any payments to creditors other than, tettent permitted under the commutation plan,
payments in the ordinary course of business, figaval to be based upon a showing that the
applicant's assets exceed the payments requireer uhd terms of the commutation plan as
determined based upon the information submittedcteditors under paragraph (iii) of this
subdivision;

(v) Release the applicant of all obligations todteditors upon payment of the amounts

specified in the commutation plan;
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(vi) Require quarterly reports from the applicaot the court and commissioner
regarding progress in implementing the plan; and

(vii) Be binding upon the applicant and upon aéditors and owners of the applicant,
whether or not a particular creditor or owner igeted by the commutation plan or has accepted
it or has filed any information on or before the date, and whether or not a creditor or owner
ultimately receives any payments under the plan.

(3) The applicant shall give notice of entry of thrder.

(d) Applicable law and procedure with respect spdie resolution procedures.

(1) Any dispute resolution procedure in any comriotaplan brought by a ceding

insurance creditor to challenge the value of it8nelassessed in any commutation plan will be

consistent with the provisions of title 9, Unitethi®s code;

(2) The adjudicator and the court, if applicableating any appeal from an adjudication

proceeding where the ceding insurance creditolanigds the value of its claim assessed by the

applicant in its commutation plan, shall:

(i) Not attempt to enforce a reinsurance contracteoms different than those set forth in

the reinsurance contract;

(i) Not apply the laws of Rhode Island to reinswra agreements of ceding insurers not

domiciled in Rhode Island unless the reinsurancgraot provides that Rhode Island law shall

apply;

(i) Apply the law applicable to the underlyingmoact between the ceding insurer and

the applicant or, if the underlying reinsurancetcast has no choice of law provision, the law of

the state of domicile of the ceding insurer shafihg.

{eh(e) Order of dissolution or discharge.

(1) Upon completion of the commutation plan, thpleant shall advise the court.

(2) The court shall then enter an order that:

(i) 1s effective upon filing with the court prodiiat the applicant has provided notice of
entry of the order;

(i) Transfers those liabilities subject to an waption reinsurance agreement to the
assumption reinsurer, thereby notating the origoadicy by substituting the assumption reinsurer
for the applicant and releasing the applicant gflability relating to the transferred liabilities

(i) Assigns each assumption reinsurer the beénefi reinsurance on transferred
liabilities, except that the assignment shall dodyeffective upon the consent of the reinsurer if
either:

(A) The reinsurance contract requires that consent
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(B) The consent would otherwise be required uaggticable law; and

(iv) Either:

(A) The applicant be discharged from the procegdiithout any liabilities; or

(B) The applicant be dissolved.

(3) The applicant shall provide notice of entrytiod order.

{eXf) Reinsurance. - Nothing in this chapter shall bestwmed as authorizing the
applicant, or any other entity, to compel paymeonf a reinsurer on the basis of estimated
incurred but not reported losses or loss experwmesase reserves for unpaid losses and loss
expenses.

(g) Modifications to plan. - After provision of noti@d an opportunity to object, and
upon a showing that some material factor in appigpvhe plan has changed, the court may
modify or change a commutation plan, except thanupntry of an order under subdivisigh
(e) (2) of this section, there shall be no recoursareg the applicant's owners absent a showing
of fraud.

{e(h) Role of commissioner and guaranty funds; relatigns to
rehabilitation/liquidation statutes.

(1) The commissioner and guaranty funds shall hlageight to intervene in any and all
proceedings under this section; provided, that itbstanding any provision of title 27, any
action taken by a commercial run-off insurer tan@gure pursuant to chapter 14.5, including the
formation or re-activation of an insurance compdoy the sole purpose of entering into a
voluntary restructuring shall not affect the guayafund coverage existing on the business of
such commercial run-off insurer prior to the takafguch action.

(2) If, at any time, the conditions for placing imsurer in rehabilitation or liquidation
specified in chapter 14.3 of this title exist, th@mmissioner may request and, upon a proper
showing, the court shall order that the commissids@enamed statutory receiver of the applicant.

(3) If no implementation order has been enterken tupon being named receiver, the
commissioner may request, and if requested, the sball order, that the proceeding under this
chapter be converted to a rehabilitation or ligti@apursuant to chapter 14.3 of this title. If an
implementation order has already been entered, ttheercourt may order a conversion upon a
showing that some material factor in approvingdhginal order has changed.

(4) The commissioner, any creditor, or the courtite own motion may move to have
the commissioner named as receiver. The court mir such an order only upon finding either
that one or more grounds for rehabilitation or iit@tion specified in chapter 14.3 of this title

exist or that the applicant has materially faileddllow the commutation plan or any other court
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instructions.
(5) Unless and until the commissioner is namedivec, the board of directors or other
controlling body of the applicant shall remain ontrol of the applicant.

SECTION 6. This act shall take effect upon passage.
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EXPLANATION
BY THE LEGISLATIVE COUNCIL

OF

AN ACT

RELATING TO INSURANCE

*%k%k

This act would make changes to insurance statubéshw(1l) Amend the fee for foreign
insurance company licenses; (2) Repeal the regpofiproducer terminations without cause; (3)
Amend the group life insurance statute to allow diependents of an employee to purchase a
greater amount of life insurance through the ermgripogd) Repeal the unnecessary requirement
that the director establish automobile insurancetdeies; and (5) Amend the solvent run off
statute to address issues raised by federal l&gisla

This act would take effect upon passage.
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