
l 

2 

3 

4 

• s 
G 

7 

8 

9 

lO 

ll 

12 

l3 

l4 

15 

16 

; 7 

i8 

9 

/.C 

21 

' 
n 
2 .s 

\__:\! ~~· •• :-!-.~·/./ 
··~ . .+-- '·""·. I .. • 

f!l..E.u MAR 15 1989 

SENATE FILS ~ 
3Y COi~i-, !'rT EE ON COM~~ERCZ 

(SUCCESSOR TO SSB i67) 

Passed Senate, Date3-~f.f\ ( pCfiJC{)assed House, Date 

Vote: Ayes L'j\(' Nays c; Vote: Ayes 

Approved 

i\\J\\J;'AV t2t:CJ<,,dir;,, 
- :J:"J,? -8\ li/1-'i::)/ 

l v\~ ,,_,~·~·"y\ -"\tr, .-' 1:,_;/'f 
u-. I' tl\:.:"--. Vl.'-, =:{j'I_'-_......,..A...-'--t._.~-~ 

fJ.1~'5 -~~~- l'\(\._._1\ ~--

Nays 

An Act relating to 1nsurance by requiring the payment of interest 

g-· 
"" 

on certain delayed claim settlements, making failure tc pay 

interest on claim settlements when required an unfair claim 

settlement practice subject to penalties, authorizing certa~n 

administrative penalties, providing a uniform standard for 

cancellation notices in personal property lines of insurance, 

providing for the repeal of requirements to attach 

applications to policies, altering notice of cancellat!on 

provisions for nonrenewal of commercial umb~ella or excess 

polici2s or corltracts, distinguishing nonadmitted and 

unaulhorized insurance compa~ies, and irr.pcsing surplus 

requireme~ts orl county mutual associations. 
~ 

lT So;ACTED BY THE GEN:::RA:.. ASS8f-I.BL 'l OF 'I' HE STA':'S OF IOWA: ~.:..,~ 
·">. 

~·> ..... :''' 
\. 

TLS~ L2: .::sv !'3 



S.F. t.JL/5' H.F. 

1 DIVISION I 

2 Section 1. Section 5078.4, subsection 9, paragraph f, Code 

3 1989, is amended to read as follows: 

4 f. Not attempting in good faith to effectuate prompt, fair 

5 and equitable settlements of claims in which liability has 

6 become reasonably clear, or fa<ling ~o include interest on the 

7 ~ayment of claims when require? under section 511.38. 

8 Sec. 2. Section 508.14, Code 1989, is amended to tead as 

9 follows: 

10 508.14 VIOLATION BY DOMESTIC COM?ANY. 

ll Upon a failure of any ~ company organized under the laws of 

12 this state to make the deposit provided in section 511.8, 

13 subsection 16, or file the statement in the time herein 

14 stated, or to file in a timely manner any financial statement 

15 requir~d by rule of the commissioner of insurance, the 

l6 commissioner of insurance shall notify the attorney general of 

17 the default, who shall at once apply to the district court of 

18 the county where the home office of s~eh the company is 

19 located for an order requiring the company to show causeL upon 

20 reasonable notice, to be fixed by the courtL why its business 

21 shall not be discontinued. If, upon the hearing, no 

?.7 sufficient cause is shown, the court shall decree its 

23 dissolution. In lieu of a district court action authorized by 

24 this ~ection, the commissioner may impose an administrative 

25 ,p_ena l t y of three hundred doll9rs upon the ~ompany. 

26 Sec. 3. Section 508.15, Code 1989, is amended to read as 

27 follows: 

28 508.15 VIOLATION BY FOREIGN COMPANY. 

29 Companies organized and chartered by the laws of a foreign 

30 state or country, failing to file the evidence of investment 

31 and statement within the time fixed, or fa_il..i!29 to timely file 

32 any financial statement required by rule of the commissioner 

33 of insu.£.9nE~-L shall forfeit and pay the sum of three hundred 

34 dollars, to be collected in an action in the name of the state 

35 and paid to the treasurer of state for deposit in the general 
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.;._ fund of tr.e slate, and ~hel r: ~ ight to transact r~rther r;~:w 

2 business in th~s state sha~l im~cdiately cease until tt1~ 

3 requircme~ts of this chapter have been fully complied WLth. 

4 DIVISION II 

5 Sec. 4. NEW SECTION. 511.38 INT;:;RES':"· IN DELAYED CLAIMS 

6 PAYMENTS. 

7 l. When an insurance policy provides for the payment of 

8 lts proceeds to a beneficiary upon the death of an indiv1dual 

9 a11d, without the written consent of the beneficiary, :he 

10 company fails or refuses to pay the proceeds withl~ thirty 

ll days after receipt of satisfactory proof of death, the compar1y 

12 shall pay interest on the proceeds or any amount of the 

J3;5..-l3 proceeds not paid within the thirty days. 

• 
14 2. The interest owed on any amount of the proceeds ot a 

:s policy under this section shall be comp~ted from the date cf 

l6 recei.pt of the proof c~ death. The rate of interest shall be 

17 tl1e highe< of eithe< c~ the following: 

lB a. The effective rate of interest charged by the company 

19 on policy ioans under sectio~ 511.36 on the date of receipt of 

20 proof of death. 

53:~-2: o. The rz.te c~qual to the coupo;1 issue yield eq~iva;.e:lt, a~. 

22 detprmined by the United States secreta~y cf the treasury, 0f 

23 the average accepted auctio~ prj.ce for the last auction of 

24 f.if~y-two week United States t~easury bills settled 

2S immedia.tely prior to the Gate of :-ece.ipL o:=: p:-oof of death. 

26 Sec. 5. Section 515.65, Code 1989, is amended to read as 

27 foll0WS! 

28 515.65 CERTcFICA~E REFUSED -- ADM!NISTRATIVE ?ENALTY. 

?9 The commissioner of insurance shall wi~hho:d :he 

30 commissioner's certificate or perrtission of a~thori:y to do 

31 business from a company neglecting or fail~ng ~o comply with 

12 this chapter. fn-edd~t~eN 7 -a ~ company organized o~ 

33 authorized undPt th~s chapter which ~ails to fi:e the annual 

34 stateme:-:t re~er~ed to in sectio~ 515.63 or anv ether financi~!l 
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l required shall pay and forfeit an administrative penalty in an 

2 the amount of three hundred dollars to be collected in the 

3 name of the state for the use of the state general fund. The 

4 company's right to transact further new business in this state 

5 shall immediately cease until the company has fully complied 

6 with this chapter. 

7 DIVISION III 

8 Sec. 6. Section 515.80, Code 1989, is amended by striking 

9 the section and inserting in :ieu thereof the fol:owing: 

10 515.80 FORFEITURE OF POLICIES -- NOTICE. 

11 A policy or contract of insurance, unless otherwise 

12 provided in section 515.81A or 515.818, provided for in this 

l3 chapter shall not be forfeited, suspended, or canceled except 

14 by notice to the insured as provided in this chapter. A 

15 notice of cancellation is not effective unless mailed or 

16 delivered by the lnsurer to the named insured at least twenty 

17 days prior to the effective date of cancellation, or, where 

l8 cancellation is for nonpayme~t of dny premium, assessment, or 

19 installment provided for in the policy, or in any note or 

20 contract for the payment thereof, at least ten days prior to 

7.1 the date of cancellation. The notice may be made in person, 

22 or by sending by certified mail a letter addressed to the 

23 insured at the insured's address as given in or upon the 

24 policy, anything in the policy, application, or a separate 

25 agreement to the contrary notwithstanding. A post office 

26 department certificate of mailing is proof of receipt of the 

27 registered mailir.g. However, notice of cancellation of a 

28 workers' compensation policy due to nonpayment of the premium 

29 may be made in person, or by mail, as otherwise provided, but 

30 need not be served by certified mall. 

31 No 1nsurer shall fail to renew a policy except by notice tc 

32 the insured as provided in ~his chapter. A notice cf 

33 lntentlon not to renew is not effective unless mailed or 

34 deiiveced by the ~nsurer to the named lnsured at least thirty 

3S days pr1or to the expiration date of the policy. A pest 
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off.!.ce Ge;:·.:1rtme:--:r. c:prtiEica.te of :nailing to ::::~ n~mPd i..:--.s:·rpcj 

3 ma 1 .~ 1. :1 s . 
4 It the reason does :lot accompdny the notice of ca;:cell6tic,i: 

..J U!:" r.on renewal, the i~sure~ sha:l, ~pon receipr. a ;_ i.J";".e.1.J 

5 r:-eqt..:est by the named irH;tired, state i~ wr 1 tir.q the !."e2~~:r: f~Jr 

7 cancellation ur nonrenewa:. 

Sec. 7. Sec~ion 515.8:, Code l989, is ame~ded to read as 

9 follows: 

10 5:5.81 CANC2LLAT:ON 0? ?OLICY -- NO~:CE TO INSURED OR 

ll MORTGAGEE. 

12 Unless otherwise provided in sect~on 5l5.81A or 515.813, at 

13 a~y time after :he ~aturity of a premium, assessnent, nr 
' ~ ..;_·,. lr1stallment provided for ·~ ....... ~he policy, or any no~e cr 

15 contract fsr the payment thereof, or after the suspensio;l, 

:.b f;::,rfeit;l~2 1 o: cancella:ion of any policy ::'lr co:-.t.rac:- ot 

17 1r1s~~ra~ce, the insured ~ay pay t~ :~e C0~?2~y the c~:stoFary 

1.8 sh:.J!:"i:. ::-.;1t.es and cos~s of ac::ion,. i.E or:e has b20:~ COir·.Inence<:i c~ 

L0 judg~:en: r2ndered ti1ereon, and may, i! the ins~red so eiects, 

20 have ~he pol~cy and all cont=acts or obligations connected 

21 ther~wit~, whether i~ judgme~t or otherwise, ca~celeJ, and all 

22 such policy dnd co~tracts shall. be void; and in case of 

23 suspensi.on, ~crfeiture, cr ca~cellaticn of any pol.icy o: 

24 co~tract of insurance, the ins~red shall not be !iable for 2ny 

25 greater amount than the short rates ear~ed at the dace of such 

26 suspensior1, forfeiture, or cance:latio~ and the costs of 

27 

/.8 

29 

30 

3l 

32 

33 

34 

35 

~cticn provided for in this sect~ort. 

eenee±ed-by-t~e-~nsHranee-ee~pany-by-eerv~ce-ef-notiee-in 

wr~ting-Hpen-the-±nstlreci-wh~eh-not~ee-she±±-f±•-~hP-cia~e-of 

ee~ee±±a~±~M-wh±eh-~hali-be-~ot-t.es~-then-te~-d~y~-tlE~e~ 

serv~ee-ef-the-notiee7--Phe-se~v~ee-ef-netiee-mey-be-made-~n 

pe~~en,-er-by-reei~i~g~~he-~etiee-te-the-i~stl~ed-Bt-th~ 

±n~~r~d~s-pest-eff~ee-add~ess-es-~±~e~-iR-er-~~en-the-~eiiey 7 
~~-~e-aft~tfte~-acidress-~±~en-e~-~Me-eefflpaMy-in-wrt~±~~-Cy-~M~ 
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l ~e~+stered-me+~+~~-sne~~-be-deemed-~~eof-ef-reee±~t-of-tne 

2 net~ee7 If the policy is canceled by the insurance company, 

3 the insurer may retain only t~e pro rata premium, and if the 

4 initial cash premium, or any part thereof, has not been paid, 

5 the policy may be canceled by the insurance company by giving 

6 notice to the insured as provided for in section 515.80 and 

7 ten days' notice to the mortgagee, or other person to whom the 

8 policy 1s made payable, if any, without tendering any part or 

9 portion of the premium, anything to the contrary in the policy 

10 notwithstanding. 

ll Sec. 8. NEW SECTION. 515.81C CANCELLATION OR NONRENEWAL 

12 OF COMMERCIAL UMBRELLA OR EXCESS POLrCIES OR CONTRACTS. 

13 1. As used in this section, "umbrella or excess insurance 

14 policy" means a commercial line policy or contract of 

15 insurance providing liability or property coverage over one or 

16 more underlying policies or over a specified amount of self­

~7 tnsuced retention. ~mbrella or excess insurance policy 

18 includes policies or contracts written over an umbrella or 

19 excess insurance policy or policies. 

20 2. An umbrella or excess insurance policy which has not 

21 prev1ously been renewed may be canceled by the 1nsurer if it 

22 has been in effect for less t~an sixty days at the time notice 

23 of cancellation is ~ailed or decivered. 

24 3. An umbrella or excess insurance policy which has been 

25 renewed or which has been in effect for sixty or more days 

26 shall not be canceled by the insurer, except as provided in 

27 section 515.81A, subsections 2 and 3, except by notice to the 

28 insured as required by this section or unless at least one of 

29 the following cond1tions occurs: 

30 a. A material change in the limits, scope of coverage, or 

31 exclusions in one or more of the underlying pol:c1es. 

32 b. Cance:lation or nonrenewal of one or more of the 

33 underlying policies where the policies are not replaced 

34 without lapse. 

35 c. A ceduction i~ :he financial rating or grade of one or 

-5-
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t 1. A no~ic~ uf cancellation ts no~ e{rective un1ess ~aile~ 

~ by certified ~ail or delivered to the named ins~red and any 

6 loss payee at least ~en days prior to th2 effec:iv~ dat~ or 

7 cancellation. A noti.ce of cancellat!.cn sha:J. inc~t~de tt~e 

8 reaso:1 for ca:1cellaticn o: the u;nb!.""e.:..:.a or excess ~ r.s"t1:.1nce 

9 po~.~cy. A post c:~ice department certiEicate of ~ai.lir1g to 

10 the ~amed insured at che address shewn ~n the umbre:la cr 

ll excess pol icy is proof of receipt of the mailj.ng; howevPr, 

12 such a certificate of mailing is not required iE cancellatioil 

13 ~s for nonpayment of premium. 

14 5. An insurer shall not fail to renew an umbre::a or 

i.G 

l7 

l8 

L5 excess ir1surance policy except by notice to the insured as 

provided in this section; however, an insurer may condi:ion 

renewa1 of an ~mbre:la or excess insurance pciicy upon 

requ~reme~ts relati~g to the under:ying pclicy or policies. 

~9 

20 

21 

n 
23 

24 

25 

If the requirements are net satisfied as of the expiration 

date of the umbrella or excess insurance policy, or thi~ty 

days after mail~ng or aelivery of ~he notice, whichever is 

later, the cotl6it~~nal renewal notice shall be deemed to be an 

effective ~otice of nonrenewal. This subsec~ion does not 

apply if the insurer has offered to renew or i: the insured 

fails :c pay a premium due or any advance premium requlred by 

26 the insurer for renewal. 

27 6. A notice of nonrenewal is not effec~ive unless mailed 

28 by certified mai~ or delivered to the named 1nsured and any 

29 Less 

30 date 

payee at least forty-five days prior to the expiration 

of the umbre:la or excess i~s:;rance pol~cy. If the 

31 insurer fails to meet the notice requirements of this 

32 subsection the lnsured has the optlon of continuing the policy 

33 for the cemaincer of the notice period plus an additional 

a 34 

._Gf135 

thirty days at the prem1um rate ot the existing umbrella or 

excess policy. A pest office department certificate of 

-6-
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1 mailing to the named insured at the address shown in the 

2 umbrel~a or excess policy is proof of receipt of the mailing. 

3 7. Section 515.81A and 515.818 are not app:icable to 

4 umbrella or excess insurance policies except as provided ln 

5 subsection 3. 

6 DIVISION IV 

7 Sec. 9. Section 515.147, Code 1989, is amended to read as 

8 follows: 

9 515.147 BUSINESS WITH UNAUTHORIZED INSURERS. 

10 Neth~~9-eenta~ned-~~-th±~ This chapter ~ha±t-be-eon~t~tled 

11 to doe_~~~~ prevent a licensed resident agent of this state 

12 from procuring insurance in certain tl~attthe~±~ed nonadmitted 

13 insure~s p~e~±d±~9-that if such insurance is restricted to the 

14 type and kind of insurance authorized by this chapter and the 

15 agent makes oath to the commissioner of insurance in ~tteh the 

:6 form a~-±~ prescribed by the commissioner that che age~t has 

'.7 made diligent e!'fort to place eaid the insurance ~n authonzed 

<8 insurers and has either exhausted the capacity of a~l 

19 authorized insurers or has been unable to obtatn the des1red 

20 insurance in insure~s licensed to transact business in this 

/.1 state. The procuring of any such contracts of insurance in 

22 ttnatttho~±~ed nonadmitted insurers makes such insurers liable 

23 for, and the agent shall pay, the taxes on such premiums as if 

24 ~tteh the ir1surer were duly authorized to transact business 1n 

25 the state. A sworn report of all business transacted by 

26 agents of this state in stleh-ttnattthori~ed nonadmitted insurers 

27 shall be made to che commissioner of insurance on or before 

28 March l of each yeac for the preceding calendar year, on stteh 

29 the form a~ the commissioner of insurance may-~eqt::tre;--~tteh 

30 req_~~res. The cepor:: shail be accompanied by a remittance ::c 

31 cover ::he taxes therec~. Any An ager:t who mai<Ps the cat.h as 

32 above provided, pays the taxes on the premiums~ a~d files the 

JJ ~eport above provided, ehai~ ~~s not be-dee~ed-te-have written 

14 such contracts of insurance unlawfully, and etleh-aqent-~ha±± 

35 is not be personally liaole fer stleh the contracts. 

-7-
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2 :·:o l.lows: 

l s:s.:4H BANNED COMPANIES. 

'-; Ne .~;.n agent shal:L :-tot k!!owlngly place lnSl!~ance 1 either 

5 dire~tly or through an intermediary broker, in i~surers who 

6 iire insolvent or unsotlnd ~inancially; and in-~o-ev0ftt sttdll an 

7 tH~en~ not p}..ace or renew any insurance •,.;i th t:flEltt~hOt'±~eci 

8 nonadmitted insurers found jy the corr~issioner of ins~rar.ce ~o 

9 have failed or refused to furnish in etleh the ~anne~ ~~-is 

10 

ll 

12 

13 

14 

15 

provided 1n section 515.149, information reasonably showing 

the ability or willingness of ~tleM the insurers to satisfy 

obligations under~aken with respect to insurance issued by 

them. 

DIVISION V 

Sec. ll. NEW SECTION. 518.24 SURPLUS. 

16 

17 

18 

An association organized under this chapte~ shall at all 

tir:tes ma1ntain a sc1rplus of not less tha:1 :i:ty :housanrl 

dollars or orJe-tenth of one percent of the gross property r•s~ 

19 in force, whichever is greater. Reinsurance sufficient to 

21l protect the financial stability of the company shall also be 

21 required. The 1nsurance cor:tr:tissioner may requ1re add1t1onal 

22 reinsurance if necessary to protect the policyholders of the 

13 company. An association author:zed to transact business in 

24 this state prior to July 1, 1989, shall meet t~is requ1reme~t 

25 not later than July l, 1992. 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

EX PLANA'.:' cON 

~his bill makes numerous changes to the mechanics of 

insurance regulation in a variety of circumstances. 

Sections l and 4 require the payment of interest on certai~ 

delayed claim se:tlemencs and make failure to pay interest on 

cla1m settlements when required an unfair claim settl.er:tent 

practice subject to penalties. 

Sections 2, 3, and 5 provide for administrative penalties 

for ~ntimely ~ilings of financia: statements with the 

i~surance cow~1ssioner. 

-8-
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1 Sections 6 and 7 alter the required 

2 cancellation for homeowners' insurance 

3 time limits for automobile insurance. 

period for notice of 

to parallel similar 

4 Section 8 provides special rules for notice of cancellation 

5 or nonrenewal of commercial umbrella or excess policies. 

6 Sections 9 and 10 adopt the national association of 

7 insurance commissioners' terminology and usage for 

8 

9 

:a 
ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

"nonadmitted" 

"nonadmitted" 

Section 11 

county mutuals 

comply. 

surplus lines carriers, by substituting 

for ''unauthorized''. 

imposes a new minimum surplus requirement upon 

and gives the mutuals three years in which to 

-9-
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SENATE FILE 445 
S-3315 

l Amend Senate File 445 as follows: 
2 
3 
4 
5 
6 
7 
8 
9 

10 
ll 
12 
13 

1. Page 2, line 13, by inserting after the word 
"days" the following: '', provided, however, if the 
policy requires a beneficiary to survive for a 
designated period after the death of the insured, the 
company shall pay interest on the proceeds or any 
amount of the proceeds not paid within thirty days 
after the designated period". 

2. Page 2, by st"iking lines 21 through 25, and 
inserting the following: 

"b. The effective rate of interest paid by the 
company on death proceeds left on deposit wich the 
company. 

14 3. A payment of interest shall not be required 
lS under this section in any case in which the 
16 beneficiary elects to receive the proceeds under the 
17 policy by any means other than a lump sum payment." 
::.s 3. By renumbering as necessary. 

By MICHAEL E. GRONSTAL 
S-3315, FIL~D MA~~H. 20J lJ89 ~\ 

cocpt:~C\. 3co·ff\ (:f Ci'80J 

SENATE F'ILE 445 
S-3399 

1 ~~end Senate File 445 as follows: 
. . 2 l. Page 6, by striKing lic1e 35 through page 7, 
_:3i{fi-..3 line 3 and inserting the follo·.,.ing: "excess policy." 

By TOM ~~NN, JR. 
S-3399 ?:LED MARCH 23, 1989 
/.JWOPT_J:.D,..__.R,)'\~0,-'iSJ_~E."<ED, AMENDED, & ADOPT E). 
~,yd,_":j 25/ VJ~JP ~-d3-'81 1ncp7 

SENATE"'FILE 445"1' 
S-3405 

1 Amend the amendment, S-3399, 
follows: 

to Senate File 445 as 
2 
3 
4 

1. Page 1, line 3, by str!~ing the figure ''3'' and 
inserting the following: ''2''. 

By MiCHAEL E. GRONSTAL 
S-3405 FILED MARCH 23, 19~ 

ADOPTED 3-d2r 64 Cp CfQ7 
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SENATE FILE 44( 
BY COMMITTEE ON COMMERCE 

(SUCCESSOR TO SSB 167) 

(AS ~~ENDED AND PASSED BY THE SENATE MARCH 23, 1989) 

- New Language by the Senate 

Passed Senate, Date 

Vote: Ayes Nays 

Approved 

A BILL FOR 

Passed House, Date 

Vote: Ayes Nays 

l An Ace relating to insurance by requiring the payment of interest ~ 

2 

3 

4 

5 

6 
~ 

' 

8 

9 

10 

ll 

:.2 

lJ 

14 

l5 

l6 

17 

18 

.:.9 
20 

21 

BE 

on certain delayed claim settlements, making Eailure to pay 

interest on claim settlements when required an unf~ir claim 

settlement practice subject to penalties, authorizing cer~ain 

administrative penalties, providing a uniform standard for 

cancellation notices in personal property lines of insurance, 

providing for :r.e repeal of requirements to attach 

applications to policies, altering notice of cancellation 

provisions for nonrenewal of co~~ercial umbrella or excess 

policies or contracts, distinguishing nonadmit~ed and 

unauthorized insurance companies, and imposing surplus 

requirements on county mutual associations. 

IT ENACTED BY THE GENE~AL ASSEMBLY OF THE STATE OF IOWA: 

SF 445 

. .,., 
• 
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l DIVISION I 

2 Section 1. Section 507B.4, subsection 9, paragraph f, Code 

3 1989, is amended to read as tallows: 

4 f. Not attempting in good faith to effectuate prompt, fair 

5 and equitable settlements of claims in which liability has 

6 become reasonably clear, or failing to include interest on the 

7 payment of claims when required under section 511.38. 

8 Sec. 2. Section 508.14, Code 1989, is amended to read as 

9 follows: 

10 508.14 

ll Upon a 

12 this state 

13 subsection 

VIOLATION BY DOMESTIC COMPANY. 

failure of ~~y ~ company organized under the laws of 

to make the deposit provided in section 511.8, 

16, or file the statement in the time herein 

14 stated, or to file in a timely manner any financial statement 

15 required by rule of the commissioner of insurance, the 

16 commissioner of insurance shall notify the attor~ey general of 

17 the default, who shall at once apply to the district court of 

18 the county where the home office of ~tleh the company is 

19 located for an order requiring the company to show cause~ upon 

20 reasonable notice, to be fixed by the court~ why its business 

21 shall not be discontinued. 

22 sufficient cause is shown, 

If, upon the hearing, no 

the court shall decree its 

23 dissolution. In lieu of a district court action authorized bv 

24 this sect1on, the corr~issioner may imoose an administrative 

25 penalty of three hundred dollars UEOO the comEany. 

26 Sec. 3. Section 508.15, Code 1989, is amended to read as 

27 follows: 

28 508.15 VIOLATION BY FOREIGN COMPANY. 

29 Companies organized and chartered by the :aws of a foreign 

30 state or country, failing to file the evidence cf i~vestment 

31 and statement within the time fixed, or Eailino to timelv tile 

32 any financial statemenc required by rule of the commissioner 

33 of insurance, shall forfeit and pay the sum of three hundred 

34 dollars, to be collected in an action in the name of the state 

35 and ~aid to the treasurer of state for deposit in the general 
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1 fund of the state, and their right to transact further new 

2 business in this state shall immediately cease until the 

3 requirements of this chapter have been :ully complied with. 

4 DIVISION II 

5 Sec. 4. NEW SECTION. 511.38 INTEREST IN DELAYED CLAIMS 

6 PAYMENTS. 

7 l. When an insurance policy provides for the payment of 

8 its proceeds to a beneficiary upon the death of an individual 

9 and, without the written consent of the beneficiary, the 

10 company fails or refuses ~o pay the proceeds within thirty 

ll days after receipt of satisfac~ory proo: of death, the company 

12 shall pay interest on the proceeds or any amount of the 

13 proceeds no~ paid within the thirty days, provided, however, 

14 if the policy requires a beneficiary to surv:ve for a 

15 designated period after the death of the insured, t~e company 

16 shall pay interest on the proceeds or any amount of the 

17 proceeds not paid within thirty days after the designated 

18 period. 

19 2. The interest owed on any amount of the proceeds of a 

20 policy under this section shall be computed from the date of 

21 receipt of the proof of death. ~he rate of interest sha:l be 

22 the higher of either of the following: 

23 a. The effective rate cE i~terest cttarged by the company 

24 on policy :oans tinder sectlCil 5li.36 on the date of receipt of 

25 proof of death. 

26 b. The effective rate of interes~ paid by rne company on 
~=-?.-....-·- ..................... ,,..,,_.". __ , _____ ,.....__.____ __,_.,._.........._...,._ 

27 death proceeds ce:t an depcs:~ wi~h :he comcanv . .. ~,. .................... ~ .. ..,. .... , .... ~ ....... ,~ . ....,_.,.._., _,,_ _______ .... _,. _,.... __ , .......... ~.,.._.... .. ~"'""--···-'·•"'"""" ---.:.:~ .... --.; =,._ 
2S 3. A :.1av::ter.:; -:;f i:l::!::"·es~ :;h2::.l r.ot be reau.1 :c:d 11nde::- ·:::-t.:.s 

;.o;..:..,,:;:JII:""..:t:U:~,;_.~. ·--------·------- -~---. ,;.....:..·-----·. --~·-- ··- ___ ._.,._., ... ,.,.._,."... . ·-..--'~~-..... ' .. _ --·•;•• '_,..,.""""-'''....,..:::."'=."--":::!.':::"',"• 

29 s0c~ic~ ~il a~v c~se i~ w~ich ~he be~eE~ciF~v ~~ects ~8 :ece:.~e 
• __ :_ • • ---~· ••·------·--·- -••· ·- ,_, .. O• "'"""'"'"'-""'.:.0...-": ............ .., ..... ,.:,~ .,..,.,.. •• ....-.. -.,:.·.-.--·.· .• ._,_,.. _____ ,_ .. ____ ---~---------------------
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1 commissioner's certificate or permission of authority to do 

2 business from a company neglecting or failing to comply with 

3 this chapter. f~-add±~±on7-e ~ company organized or 

4 authorized under th1s chapter which tails to file the annual 

5 statement referred to in section 515.63 or any other financial 

6 statement required by rule of the commissioner, in the time 

7 required shall pay and forfeit an administrative penalty in an 

8 the amount of three ~undred dollars to be collected in the 

9 name of the state for the use of the state general f~nd. ?he 

10 company's right to transact further new business in this state 

ll shall immediately cease until the company has fully complied 

12 with this chapter. 

13 DIVISION III 

14 Sec. 6. Section 515.80, Code 1989, is amended by striking 

~5 the section and inserting in lieu thereof the following: 

16 515.80 FORFEITURE OF POLICIES -- NOTICE. 

17 A policy or contract of ~nsurance, unless otherwise 

18 provided in section 5l5.81A or 515.813, provided for in this 

19 chapter shall not be forfeited, suspended, or canceled except 

20 by notice to the 1nsured as provided in this chapter. A 

21 notice of cance1lat:on is not effective unless mailed or 

22 delivered by the insurer to the named 1nsured at :east twenty 

23 days prior to the effective date o~ cancella~ion, or, where 

24 canceliat:on is for nonpayment of any premium, assessment, or 

25 installme~t provided for in the po~icy, or ~~ any ~ote or 

26 contract for ~~e paymen~ thereof, at least ~e~ days prier :o 

27 the date cf cancella:icn. The ~ctice may be ~ade in person, 

28 or by sending by certified mai~ a :etter addressed to the 

29 insured at the insured's address as given in or ~pen the 

30 policy, anythi~g in the po~icy, a~plica~ion, or 3 separate 

31 agreement to the contrary notw~~nstanding. A post office 

32 department certificace of mai:ing is proof oE receipt of the 

33 registered ~ailing. ~cwever, notice of cance:lation of a 

34 workers' compensation policy due to nonpayment of the prem1~m 

35 may be made in person, or by mai:, as otherwise provided, but 

-3-
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l need ~ot be served by certified mail. 

2 No insurer shall fail to renew a policy except by notice to 

3 the insured as provided in this chapter. A notice of 

4 intention not to renew is not effective unless mailed or 

5 delivered by the insurer to the named insured at least thirty 

6 days prior to the expiration date of the policy. A post 

7 office departme~t certificate of ~ailing to the named i~sured 

8 at the address shown in :he po:icy 1s proof of receipt of sJch 

9 ma i 1: ng. 

10 If the reason does not accompany the not1ce of cancellation 

11 or nonrenewal, the insurer shall, upon rece1pc of a ti~ely 

12 request by the named insured, state in writing the reason :or 

13 cancellation or nonrenewal. 

14 Sec. 7. Sec:ion 515.81, Code 1989, is amended to read as 

lS follows: 

16 5i5.8l CANCELLATION OF POLICY -- NOTICE TO !NSURED OR 

:7 MORTGAGEE. 

:s Unless otherwise provided in section 515.81A or 515.818, at 

19 any time af:er the maturity of a premium, assessment, or 

20 instal:ment provided for in the policy, or any note or 

21 contract for the payment thereof, or after the suspens:on, 

22 forfeiture, or cancellation of any policy or co~tract of 

23 insurance, the insured may pay to the company the cus~omary 

24 short rates and cos:s of action, if one has oeen commenced or 

25 judgment rendered thereon, and may, ~f the insured so elects, 

26 have the policy and all contracts or obligations connected 

27 therewith, whether in judgment o~ otherwise, canceled, a:!d a].l 

28 such policy and cantract3 shall oe void; and in case of 

29 suspension, ~orfeiture, or cance~:ation of any policy or 

30 cont~act of ins~rance, ~r.e insured shall ~ot be liable fo: any 

31 greater amount than the sho~t rates earned at the date o[ such 

32 suspension, forfeiture, or ca~cel:ation and the costs of 

33 dction provided for in this section. !he-?oi±ey-~ay-be 

34 ea~ee=ed-by-~Me-~nstl~a"ee-eeffl?~~y-oy-se~v±ee-ot-net~ee-~~ 

35 writ±~g-~po"-~~e-~nstlred-which-netice-shaii-fiH-~he-date-ef 

- ·~-
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l ea~eet±a~ten-w~teh-~hat±-be-not-±e~~-than-ten-~ey~-efte~ 

2 ~e~~tee-of-the-netiee~--~he-~e~~tee-of-not~ee-may-be-~aoe-~n 

3 per~on7-o~-by-ma~±~n~-the-notiee-to-the-~n~~~ed-at-the 

~ ~n~~red~~-po~t-off~ee-addre~s-as-~i~en-in-or-~~on-the-pe±iey, 

5 o~-to-enot~er-eddre~s-~i~en-to-t~e-eompany-i~-writ~ng-by-the 

6 ~n~~~ed~--A-~o~t-off±ee-department-~eee±pt-of-eert±fied-o~ 

7 re~i~tered-mai±±n~-~ha±l-be-dee~ed-proof-of-reee~pt-of-the 

8 not±ee~ If the policy is canceled by the insurance company, 

9 the insurer may retain only the pro rata premium, and if the 

10 initial cash premium, or any part thereof, has not been paid, 

ll the policy may be canceled by the insurance company by giving 

12 notice to the insured as provided for in section 515.80 and 

13 ten days' notice to the mortgagee, or other person to whom the 

14 policy is made payable, if any, without tendering any part or 

l5 portion of the premium, anything to the contrary en the policy 

16 notwithstanding. 

17 Sec. 8. NEW SECTION. 515. 81C CANCELLATION OR NONRENE'fiAL 

l8 OF CO~~ERCIAL UMBRELLA OR EXC~SS POLICIES OR CONTRACTS. 

19 1. As used in this section, ''umbrella or excess insurance 

20 policy" means a commerc1al li:~e policy or contract of 

21 insu,ance providing liability or property coverage over one or 

22 more underlying policies or over a specified amo~~t of self-

23 insured retention. U~brel~a or excess irtsurance policy 

21 includes policies or cort~:acts written over an umbrella or 

25 excess insura~ce policy or po~!cies. 

25 2. An umbrella or excess i~surance po~icy tihich has ~ot 

27 previously bee~ re~ewed may be ca~celed by ~he ~~surer if it 

28 has been i~ effect for less than sixty days at ~~e :i~e notice 

29 of cancel~atior. is ~ailed or delivered. 

30 3. An umbrella or excess insu:ance policy which has bee~ 

31 re~ewed or which has oeen ~n effect ~or six:y or mere days 

32 shall no~ be canceled by ~he ins~rer, except as provided in 

33 section Sl5.8lA, subsections 2 a~d 3, excepc by ~ot~c~~ l:o the 

34 1nsured dS required by :his section or unless at ~ease one of 

35 the following conditions occurs~ 



• 

1 a. A material 

2 exclusions in one 
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change in :he limits, scope of coverage, 

or more of the underlying policies. 

3 b. Cancellatiotl or nonrenewal of one or more of the 

4 undetlying policies where the policies are not replaced 

5 without lapse. 

or 

6 c. A reduction in the financial rating or grade of cne or 

7 more of the insurers insuring one or more of the ~nderlying 

8 policies based on an evaluation by a recognized financial 

9 rating organization. 

10 4. A notice of cancellation is not effective ~nless mailed 

ll by certified mail or delivered to the named insured and any 

12 loss payee a: least ten days prior to the effective date of 

13 cancellation. A notice of cancellation shall include the 

14 reason for cancellation of the umbrella or excess insurance 

15 policy. A post office department certificate of mailing to 

16 the named insured at the address shown in the umbrella or 

17 excess policy is proof of receipt of the mailing; howe~er, 

18 such a certificate of mailing is not required if cancellation 

19 1s for nonpayment of premium. 

20 5. An insurer shall not fail to renew an umbrella or 

22 

23 

24 

21 excess insurance policy except by notice to the insured as 

provided in this section; however, an insurer may condition 

renewal of an umbrella or excess insurance policy upon 

requirements relating to the underlying policy or policies. 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

If the requirements are not satisfied as of :~e expira:ion 

date of the umbrella or excess insurance policy, or thirty 

days after mailing or delivery of the notice, whichever is 

later, the conditional renewal not1ce shal~ be deemed to be an 

effective nocice of nonrenewal. This subsection does not 

apply 1E the insurer has offered to renew or if the insured 

fails to pay a premium due or any advance premium required by 

the insurer for renewal. 

6. A notice of nonrenewal is not effective unless mailed 

by certified mail or delivered to the named insured and any 

loss payee at least forty-five days prior to the expiration 

-6-
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l date of the umbtella or excess insurance policy. If the 

2 insurer fails to meet the notice requirements of this 

3 subsection the insured has che option of contin11ing the policy 

4 for the remainder of the notice period plus an additional 

5 thirty days at the premium ra:e of the existing umbrella or 

6 excess policy. 

7 7. Section 515.81A and 515.818 are not apoiicable to 

8 umbrella or excess insurance policies except as provided in 

9 subsection 3. 

10 DIVISION IV 

ll Sec. 9. Section 515.147, Code 1989, is amended to read as 

12 follows: 

13 515.1~7 BUSINESS WITH UNAUTHORIZED INSURERS. 

14 Hoth±ng-eonta±n~d-in-th±~ This chapter ~ha~t-oe-een~t~~ed 

lS to does 11ot prevent a licensed resident agent of :his s:ate 

16 from procuring insurance in certain ~na~tho~~~ed nonadmitted 

17 insurers p~ev±ding-that if such insurance is restricted to the 

18 type and kind of insurance authorized by this chapter and the 

19 agent makes oath to the commissioner of insurance in ~~eh the 

20 form a~-±~ prescribed by the co~~issioner that t~e agent has 

2:. ma.de diligent. effort to place se~ci the :nsurance in authorized 

22 insurers and has either exhausted the capacity of al~ 

23 authorized insurers o~ ~as been unable to obtain :he desi:ed 

24 insu~ance in insurers licensed to transact business in this 

25 state. The procuri~g of any such cont:ac:s ot :~s~rance in 

26 ~neu~ho~~~ed 11onadmitted ins~rers ~akes sucj i~s::~ers ~iab:e 

27 for, and the 2qent shall pay, :~e :axes o~ s~c~ pre~i~ms as :E 

28 s~e~ the i~sure: were du:y authorized :o :r~~sact b~siness ~·· 

29 the state. A sworn :epcrt of a:l b~siness :~a:~sac:ed by 

30 age~ts of this state in ~tle~-~He~~~o~~zecl ~cnadmitted ~ns~:e:s 

31 shall be made :o !:he com..r:'l.issi.()r.er of insurance :)n ,~~· Oefor-:: 

32 Marc~ l of each year for ~he precedir.g cale~dar year, on ~aen 

33 the :oriri a~ the commissione:: oE i:-.surance ~tt1--:"e~:p:i~i'"'e;-stte!-1 

34 recuires. Tte repor~ shall be accompanied by d remittance to 

35 cover t:he taxes thereon. A.~y An agent who mc.kes the oath as 
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l above provided, pays the taxes on the premiums~ and files the 

2 report above provided, ~hell has not ee-deemed-to-he~~ written 

3 such contracts of insurance unlaw~ully, and ~tlen-agent-~hat~ 

4 lS not be personally liable for atieh the contracts. 

5 Sec. 10. Section 515.148, Code l989, is amended to read as 

6 follows: 

7 515.148 BANNED COMPANI~S. 

8 No An agent shall not Knowingly place insurance, eithec 

9 directly or through an intermediary oroker, in insurers who 

iO are lnsolvent or unsound financially; and in-no-e~en~ shall 

any insurance with ti~etithori~ed ll agent ~ place or renew 

12 no:<admitted commissioner of insurance to 

13 have failed 

insurers found by the 

or refused to furnish 

14 

15 

16 

17 

18 

19 

provided :n section 515.149, information reasonably showing 

the ability or willingness of etlen the insurers to satisfy 

obligations undertaken with respect to :nsurance issued by 

them. 

uiVISION V 

Sec. ll. NEW SECTION. 518.24 SURPLUS. 

20 An association organized under this chapter shall at all 

21 times maintain a surplus of not less than fif~y thousand 

22 dollars or one-tenth of one percent of the gross property risk 

23 in force, whichever is greater. Reinsurance sufficier.t to 

24 protect the financial stability of the co~pany shall also be 

25 required. The insurance commissioner ~ay require additional 

26 reinsurance if necessary to protect the policyholders of the 

27 company. An association authorized to ~ransact business in 

28 this state prior to July l, 1989, shall meet this requirement 

29 not later than July 1, 1992. 

30 

31 

32 

33 

34 

35 

SF 445 
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l DIVISION I 
2 Section 1. Section 508.14, Code 1989, is amended to read 

3 as follows: 
4 508.14 VIOLATION BY DOMESTIC COMPANY. 

5 Upon a failure of any ~ company organized under the laws of 
6 this state to make the deposit p•ovided in section 511.8, 

7 subsection 16, or file the statement in the time herein 
8 stated, or to file in a timely manner any financial statement 

9 required by rule of the commissioner of insurance, the 
10 commissioner of insurance shall notify the attorney general of 

11 the default, who shall at once apply to the district court of 

12 the county where the home office of s~e~ the company is 

13 located for an order requiring the company to show cause, upon 

14 reasonable notice, to be fixed by the courtL why its business 

15 shall not be discontinued. !f, upon the hearing, no 
16 sufficient cause is shown, the court shall decree its 

17 dissolution. In lieu of a district court action authorized by 

18 this section, the commissioner may impose an administrative 

19 penalty of three hundred dollars upon the company. 

20 Sec. 2. Section 508.15, Code 1989, is amended to read as 

21 follows: 

22 508.15 VIOLATION BY FOREIGN COMPANY. 

23 Companies organized and chartered by the laws of a foreign 
24 state or country, failing to file the evidence of investment 

25 and statement within the time fixed, or failing to timely file 
26 any financial statement reguired by rule of the commissioner 

27 of insurance, shall forfeit and pay the sum of three hundred 

28 dollars, to be collected in an action in the name of the state 

29 and paid to the treasurer of state for deposit in the general 

30 fund of the state, and their right to transact further new 

31 business in this state shall immediately cease until the 

32 requirements of this chapter have been fully complied with. 

33 Sec. 3. Section 515.65, Code 1989, is amended to read as 
34 follows: 

35 515.65 CERTIFICATE REFUSED-- ADMINISTRATIVE PENALTY. 

-1-
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1 The commissioner of insurance shall withhold the 
2 commissioner's certificate or permission of authority to do 

3 business from a company neglecting or failing to comply with 
4 this chapter. fn-add~t~on;-a A company organized or 

5 authorized under this chapter which fails to file the annual 

6 statement referred to in section 515.63 or any other financial 

7 statement required by rule of the commissioner, in the time 

8 required shall pay and forfeit an administrative penalty in an 

9 the amount of three hundred dollars to be collected in the 

10 name of the state for the use of the state general fund. The 

ll company's right to transact further new business in this state 
12 shall immediately cease until the company has fully complied 

13 with this chapter. 

14 Sec. 4. Section 515.80, Code 1989, is amended by striking 

15 the section and inserting in lieu thereof the following: 

16 515.80 FORFEITURE OF POLICIES -- NOTICE. 

17 

18 

19 
20 

21 

A policy or contract of insurance, unless otherwise 

provided in section 515.81A or 515.81B, provided for in this 

chapter shall not be forfeited, suspended, or canceled except 

by notice to the insured as provided in this chapter. A 

notice of cancellation is not effective unless mailed or 

22 delivered by the insurer to the named insured at least twenty 

23 days prior to the effective date of cancellation, or, where 

24 cancellation is for nonpayment of any premium, assessment, or 

25 installment provided for in the policy, or in any note or 

26 contract for the payment thereof, at least ten days prior to 

27 the date of cancellation. The notice may be made in person, 

28 or by sending by certified mail a letter addressed to the 

29 insured at the insured's address as given in or upon the 
30 policy, anything in the policy, application, or a separate 

31 agreement to the contrary notwithstanding. A post office 

32 department certificate of mailing is proof of receipt of the 

33 registered mailing. However, notice of cancellation of a 

34 workers' compensation policy due to nonpayment of the premium 

35 may be made in person, or by mail, as otherwise provided, but 

-2-
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l need ~ot be served by certified mail. 
2 No insurer shall fail to renew a policy except by notice to 

3 the insured as provided in this chapter. A notice of 

4 intention not to renew is not effective unless mailed or 

5 delivered by the insurer to the named insured at least thirty 

6 days prior to the expiration date of the policy. A post 

7 office department certificate of mailing to the named insured 
8 at the address shown in the policy is proof of receipt of such 

9 mailing. 
10 If the reason does not accompany the notice of cancellation 

ll or nonrenewal, the insurer shall, upon receipt of a timely 

12 request by the named insured, state in writing the reason fo~ 

13 cancellation or nonrenewal. 
14 Sec. 5. Section 515.81, Code 1989, is amended to read as 

15 follows: 

16 515.81 CANCELLATION OF POLICY -- NOTICE TO INSURED OR 

17 MORTGAGEE. 

18 Unless otherwise provided in section 515.81A or 515.81B, at 

19 any time after the maturity of a premium, assessment, or 

20 installment provided for in the policy, or any note or 

21 contract for the payment thereof, or after the suspension, 

22 forfeiture, or cancellation of any policy or contract of 

23 insurance, the insured may pay to the company the customary 

24 short rates and costs of action, if one has been commenced or 

25 judgment rendered thereon, and may, if the insured so elects, 

26 have the policy and all contracts or obligations connected 

27 therewith, whether in judgment or otherwise, canceled, and all 

28 such policy and contracts shall be void; and in case of 

29 suspension, forfeiture, or cancellation of any policy or 

30 contract of insurance, the insured shall not be liable for any 

31 greater amount than the short rates earned at the date of such 

32 suspension, forfeiture, or cancellation and the costs of 

33 action provided for in this section. ~he-po±icy-~ay-ee 

34 ca~ceied-by-the-ins~~ance-compeny-by-se~~iee-ef-~otice-i~ 

35 w~it±~g-~pen-the-ins~~ed-wh±eh-notiee-sha%±-E±x-the-dete-of 
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4 

5 

6 

7 
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ee~eei~at±e~-wh±eh-shai%-be-~ot-%ess-tha~-ten-days-af~er 

serviee-of-the-notiee~--~he-serviee-e£-~etiee-~ey-be-made-in 

perso~,-or-by-maiiing-~he-notiee-~o-the-±nsared-at-~he 

±~sared~~-pest-e££iee-address-es-gi~en-i~-or-apon-~he-po%±ey; 

er-te-another-eddre~~-g±~en-to-the-eompany-in-wr~ting-by-the 

i~~ared~--A-po~t-offiee-department-reee±pt-e£-eertified-or 

regis~ered-mai%ing-~he~i-be-deemed-proo£-o£-reeeipt-of-the 

no~iee~ If the policy is canceled by the insurance company, 

9 the insurer may retain only the pro rata premium, and if the 
10 initial cash premium, or any part 

11 the policy may be canceled by the 
12 notice to the insured as provided 

thereof, has not been paid, 

insurance company by giving 
for in section 515.80 and 

13 ten days' 
14 policy is 

notice to the mortgagee, or other person to whom the 
made payable, if any, without tendering any part or 

15 portion of the premium, anything to the contrary in the policy 
16 notwithstanding. 

DIVISION I II 

Sec. 6. Section 515.147, Code 1989, is amended to read as 

19 follows: 

20 515.147 BUSINESS WITH UNAUTHORIZED INSURERS. 

21 Nothing-eon~ained-in-thi~ This chapter ~haii-be-eon~traed 

22 to does not prevent a licensed resident agent of this state 

23 from procuring insurance in certain ttnaa~horited nonadmitted 
24 insurers providing-~hat if such insurance is restricted to the 

25 type and kind of insurance authorized by this chapter and the 
26 agent makes oath to the commissioner of insurance in ~aeh the 

27 form a~-±~ prescribed by the commissioner that the agent has 

28 made diligent effort to place ~a~d ~ insurance in authorized 

29 insurers and has either exhausted the capacity of all 

30 authorized insurers or has been unable to obtain the desired 

31 insurance in insurers licensed to transact business in this 

32 state. The procuring of any such contracts of insurance ln 

33 anaa~~ori~~d nonadmitted insurers makes such insurers liable 

;A 34 
'W3s 

for, and the agent shall pay, the taxes on such premiums as if 
stteh the insurer were duly authorized to transact business in 
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l the state. A sworn report of all business transacted by 

2 agents of this state in ~ttc~-ttnattt~o~~:~d nonadmitted insurers 

3 shall be made to the commissioner of insurance on or before 

4 March 1 of each year for the preceding calendar year, on stte~ 

5 the form as the commissioner of insurance may-reqtt±r~;-stte~ 

6 reguires. The report shall be accompanied by a remittance to 

7 cover the taxes thereon. Any An agent who makes the oath as 

8 above provided, pays the taxes on the premiums~ and files the 

9 report above provided, ~na~~ has not be-deemed-te-ha~e written 

10 such contracts of insurance unlawfully, and ~ttc~-a9ent-sha%z 

11 is not be personally liable for stteh the contracts. 

12 Sec. 7. Section 515.148, Code 1989, is amended to read as 

13 follows: 

14 515.148 BANNED COMPANIES. 

15 No An agent shall not knowingly place insurance, either 

16 directly or through an intermediary broker, in insurers who 

17 are insolvent or unsound financially; and ±n-no-e~ent shall an 

18 a~ent ~ place or renew any insurance with ttnattthor~:ed 

19 nonadmitted insurers found by the commissioner of insurance to 

20 have failed or refused to furnish in stteh the manner as-±s 

21 provided in section 515.149, information reasonably showing 

22 the ability or willingness of stteh the insurers to satisfy 

23 obligations undertaken with respect to insurance issued by 

24 them. 

25 DIVISION IV 

26 Sec. 8. Section 5158.5, subsection 1, Code 1989, is 

27 amended by adding the following new paragraph: 

28 NEW PARAGRAPH. h. Request that all future payments of 

29 workers' compensation weekly benefits, medical expenses, or 

30 other payments pursuant to chapter 85, 85A, 85B, 86, or 87 be 

31 commuted to a present lump sum, upon the payment of which, 

32 either to the claimant or to a licensed insurer for purchase 

33 of an annuity or other periodic payment plan for the benefit 

34 of the claimant, the employer and the association shall be 

35 discharged from all further liability for the workers' 

-5-



-

,e 

s. E'. H.F. ----

l compensation claim. Notwithstanding section 85.45, any future 

2 payment of medical expenses, weekly compensation benefits, or 

3 other payment by the association under this chapter pursuant 

4 to chapter 85, 85A, 85B, 86, or 87 shall be deemed an undue 

5 expense, hardship, or inconvenience upon the employer for 

6 purposes of a full commutation pursuant to section 85.45, 

7 subsection 2, and the industrial commissioner shall fix the 

8 lump sum of the probable future medical expenses and weekly 

9 compensation benefits capitalized at their 

10 the basis of interest at the rate provided 

present value upon 

in section 535.3 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

for court judgments and decrees. 

Sec. 9. Section 5158.9 subsection l, Code 1989, is amended 

to read as follows: 

l. Any ~ person having a claim under another policy, which 

claim arises out of the same facts which give rise to a 

covered claim, shall be first required to exhaust the person's 

right under the policy. Any amount recovered or recoverable 

by a person under another insurance policy shall be credited 

against the liability of the association under section 5158.5, 

subsection 1, paragraph •a•. For purposes of this section, 

:another insurance: policy means a policy issued by any 

insurance company, whether a member insurer or not, wh±eh if 

the policy insures against any of the types of risks ~~t-£ert" 

in-~~etion-5~5748;-exee~t-those-ty~es-of-ri~~~-~~t-forth-±n 

~~etion-5~5.46,-~~b~~etion-5;-paragra~h-~au insured by an 

insurance company licensed under chapter 515, 5l6A, or 520, or 

27 comparable statutes of another state, and except those types 

28 of risks set forth in chapters 508 and 514. 

29 

30 

31 

32 

33 

34 

35 

DIVISION V 

Sec. 10. NEW SECTION. 518.24 SURPLUS. 

An association organized under this chapter shall at all 

times maintain a surplus of not less than fifty thousand 

dollars or one-tenth of one percent of the gross property risk 

in force, whichever is greater. Reinsurance sufficient to 

protect the financial stability of the company shall also be 
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1 required. The insurance commissioner may require additional 

2 reinsurance if necessary to protect the policyholders of the 

3 company. An association authorized to transact business in 
4 this state prior to July 1, 1989, shall meet this requirement 

5 not later than July 1, 1992. 

6 DIVISION VI 

7 Sec. 11. Sections 515.94 and 515.95, Code 1989, are 

8 repealed. 

9 EXPLANATION 

10 This bill makes numerous changes to the mechanics of 

11 insurance regulation in a variety of circumstances. 

12 Sections 1 through 3 provide for administrative penalties 

13 for untimely filings of financial statements with the 

14 insurance commissioner. 

15 Sections 4 and 5 alter the required period for notice of 
16 cancellation for homeowners' insurance to parallel similar 

17 time limits for automobile insurance. 

18 Sections 6 and 7 adopt the national association of 

19 insurance co~~issioners' terminology and usage for 

20 "nonadmitted'' surplus lines carriers, by substituting 

21 "nonadmitted" for "unauthorized". 

22 Sections 8 and 9 alter the manner of presentation of claims 

23 to the association in workers' compensation cases. 
24 Section 10 imposes a new minimum surplus requirement upon 

25 county mutuals and gives the mutuals three years in which to 

26 comply. 

27 Section 11 eliminates the requirement that the application 

28 be attached to the policy when it is issued by repealing Code 

29 sections 515.94 and 515.95. 

30 BACKGROUND STATEMENT 

31 SUBMITTED BY THE AGENCY 

32 Division I (sections 1 through 3) changes insurers' filing 

33 requirements and imposes penalties for untimely filings. All 
34 insurers are required to file not only annual financial 

35 statements, by statute, but also quarterly financial 
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statements, by rule of the commissioner of insurance. (see: 

191 Iowa Admin. Code section 5.3). However, a fine for late 

filing is provided only for the annual statement. The result 

is that some insurers are not filing their quarterly 

statements in a timely manner, some in a flagrantly untimely 

manner. Provision for a fine for this contingency is needed 

7 and provided for by division I of this bill. 

8 Division II is sections 4 through 5. 
9 Iowa Code sections 515.80 and 515.81 govern cancellation of 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

primarily personal lines coverages, i.e., homeowners 

insurance. Presently, the periods of notice of cancellation 

differ from those for personal automobile insurance for 

comparable reasons--nonpayment of premium, for instance. This 

change makes the notice period the same for both kinds of 

personal lines insurance and will thereby lessen the confusion 

on the part of the public which presently exists. 

Division III is bill sections 6 and 7. 
Presently, approved surplus lines carriers in Iowa are 

referred to as ''unauthorized insurers". This is confusing 

because surplus lines insurers do receive authorization to do 

business in Iowa; "unauthorized" implies without lawful 

sanction. The NAIC model Surplus Lines Act uses the 

terminology "non-admitted" insurer for a surplus lines insurer 

and this is adopted. Division III adopts the NAIC terminology 

25 and usage. 
26 Division IV is sections 8 and 9. Liquidators set dates by 

27 which all claims must be paid and will not honor claims based 
28 on reserved, but unpaid amounts. As a result, the Association 

29 could lose a part of its claim against the liquidator. 

30 Division IV would allow the Association to pay its full 

31 liability, based on the present value, then present its 

32 claim to the liquidator. 

full 

33 Division V is section 10. Presently, "county mutuals" 

34 (e.g., insurers under chapter 518) are subject to no minimum 

35 surplus requirements which provide an indispensable buffer to 
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1 the insurer in the event of unanticipated losses. This 

2 division remedies the situat~on while also giving existing 

3 county mutuals three years in which to obtain the required 

4 surplus. 

5 Division VI repeals sections requiring that when a policy 

6 is issued, the application must be attached to the policy. I~ 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

a computer age, 

requirement and 

this is increasingly an impractical 

serves no useful purpose. 
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