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companies, including the treatment of certain confidential 
information by the commissioner, the operation of certain 
types of insurance companies, and the rights and duties of 
insurance companies under certain policies issued in this 

state. 
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1 Sect"ion r1 Section 505.17, Code 1999, is amended to read 

2 as follows: 
3 505.17 CONFIDENTIAL INFORMATION. 

4 Information, records, and documents utilized for the 

5 purpose of, or in the course of, investigation, regulation, or 

6 examination of an insurance company or insurance holding 

7 company, received by the division from some other governmental 
8 entity which treats such information, records, and documents 

9 as confidential, are confidential and shall not be disclosed 
10 by the division and are not subject to subpoena. Such 

11 information, records, and documents do not constitute a public 

12 record under chapter 22. 

13 The disclosure of confidential information, administrative 

14 or judicial orders which contain confidential information, or 
15 information regarding other action of the division which is 
16 not a public record subject to disclosure, to other regulatory 
17 officials from-en~s-or-oener-seaees may be permitted by the 
18 commissioner provided that those officials are subject to, or 

19 a9ree to comply with, standards of confidentiality comparable 

20 to those imposed on the commissioner. 

21 Sec. 2. Section 508B.6, Code 1999, is amended to read as 

22 follows: 
23 5088.6 APPROVAL OF PLAN BY POLICYHOLDERS -- NOTICE OF 
24 ELECTION -- EFFECTIVE DATE. 
25 Afeer-ene-p18n-n8s-heen-8ppro~ed-hy-ehe-eomm~ss~oner-8s 

26 ~ro~±ded-±n-seee±on-5e8B.T7-ene The plan of conversion shall 
27 be submitted to and shall not take effect until approved by 

28 two thirds of the policyholders of the mutual company votin9 

29 on the plan. Notice of a meetin9 for the purpose of votin9 on 

30 the conversion plan shall be provided by mail to each 

31 policyholder entitled to vote in accordance with the articles 

32 of incorporation or bylaws of the mutual company. Each 

33 policyholder entitled to vote may cast one vote unless 

34 otherwise provided in the articles of incorporation or bylaws 

35 of the mutual company. Votin9 shall be by ballot, in person 
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1 or by proxy. A quorum shall consist of a quorum as defined in 

2 the articles of incorporation or bylaws of the mutual company. 
3 A copy of the plan of conversion, or a summary of the plan of 
4 conversion, shall accompany the notice of meeting and 
5 election. The notice of meeting may contain the notice of any 
6 planned public hearing. An approved plan of conversion shall 

7 take effect on the date specified in the plan. 
8 Sec. 3. Section S08B.13, Code 1999, is amended to read as 

9 follows: 
10 S08B.13 PROHIBITIONS ON CERTAIN OFFERS TO ACQUIRE SHARES. 
11 Prior to and for a period of five years following the 
12 effective date of the conversion, and in the case of the plans 
13 of conversion specified in subsections 1 and 3 of section 
14 S08B.3, five years following the date of distribution of 

15 consideration to the policyholders in exchange for their 
16 membership interests, a person, shall not directly or 

17 indirectly acquire or offer to acquire the beneficial 
18 ownership of more than five percent of any class of voting 

19 security of the reorganized company unless the acquisition is 
20 approved by the commissioner as being consistent with the plan 
21 of conversion and by the board of directors of the reorganized 

22 company, or is made pursuant to a-~ian-a~~roved-by-the 
23 eomm±ss±oner,-made-~tlrstlane-eo the plan of conversion,-or-made 

24 a£ter-the-±n±e±ai-~tlbi±e-o££er±ng-£rom-a-bro~er-or-deaier-o£ 

25 reg±seered-seetlrities-with-the-seetlrie±es-and-exehange 

26 eommiss±on-at-the-qtloted-~riee-on-the-date-o£-~tlrehase. An 
27 approved plan of conversion may include a stock option plan. 

28 As used in this section, "beneficial ownership" means, with 
29 respect to a security, the sole or shared power to vote or 
30 direct the voting of the security or the sole power to dispose 

31 or direct the disposition of the security. 

32 Sec. 4. Section 511.28, Code 1999, is amended to read as 

33 follows: 

34 511.28 SERVICE OF PROCESS. 

35 Any notice or process, with three copies of the notice or 
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I process, may be mailed to the commissioner at Des Moines, 

2 Iowa, in a certified mail letter addressed to the commissioner 

3 by the commissioner's official title. The commissioner shall 

4 acknowledge service on behalf of the defendant foreign 

5 insurance company by writing, giving the date of receipt of 

6 the notice or process, and shall return the notice or process 

7 in a certified mail letter to the clerk of the court in which 

8 the suit is pending, addressed to the clerk by the clerk's 

9 official title, and shall also mail a copy, with a copy of the 

10 commissioner's acknowledgment of service written thereon, in a 
11 certified mail letter addressed to the person or corporation 

12 named or designated by such company in the written instrument. 

13 Notice or process received prior to i~-ftooft 10 a.m. shall be 

14 forwarded the same working day. Notice or process received 

15 after %~-ftOOft 10 a.m. shall be forwarded the next working day. 

16 A fee of fifteen dollars must accompany the request for notice 

17 or process. 

18 Sec. 5. Section S13C.7, subsection 1, paragraph a, Code 

19 1999, is amended to read as follows: 

20 a. The individual is covered or is eligible for coverage 

21 under a health benefit plan provided by the individual's 

22 employer or is covered as the spouse or dependent of another 

23 individual covered or eligible for coverage under a health 

24 benefit plan provided by that individual's employer. 

25 Sec. 6. Section 513C.7, subsection 4, paragraph b, Code 

26 1999, is amended to read as follows: 

27 b. A carrier or an organized delivery system shall waive 

28 any time period applicable to a preexisting condition 

29 exclusion or limitation period with respect to particular 

30 services in an individual health benefit plan for the period 

31 of time an individual was previously covered by qualifying 

32 previous coverage that provided benefits with respect to such 

33 services, provided that the qualifying previous coverage was 

34 continuous to a date not more than sixty-three days prior to 

35 the effective date of the new coverage. For purposes of this 
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1 section, periods of coverage under medical assistance provided 

2 pursuant to chapter 249A or Medicare coverage provided 

3 pursuant to Title XVIII of the federal Social Security Act 

4 shall not be counted with respect to the sixty-three day 

5 requirement. 
6 Sec. 7. Section 515.26, Code 1999, is amended to read as 

7 follows: 
8 515.26 DIRECTORS. 
9 The affairs of a company organized as provided by this 

10 chapter shall be managed by a number of directors, of not less 

11 than five nor more than twenty-one,-aii-o£-wbom,-±ft-eaee-o£-a 

12 e~oek-eom~afty,-ebaii-be-e~oekboidere,-or,-±ft. In the case of 
13 a mutual company, all such directors shall be policyholders, 
14 or-be£ore-~he-eom~afty-ehaii-e££ee~-±fteHraftee,-be-eHbeer±bere 
15 £or-e~oek-or-£Or-±fteHraftee-ae-~be-eaee-may-be. 
16 Sec. 8. Section 515.35, subsection 3, paragraph a, 

17 subparagraph (2), subparagraph subdivision (a), Code 1999, is 

18 amended to read as follows: 

19 (a) That the loan will be fully collateralized by cash, 
20 cash equivalents, or obligations issued or guaranteed by the 

21 United States or an agency or an instrumentality of the United 
22 States, and that the collateral will be adjusted as necessary 
23 each business day during the term of the loan to maintain the 
24 required collateralization in the event of market value 
25 changes in the loaned securities or collateral. 

26 If the loan is fully collateralized by cash, the 

27 reinvestment of the cash may be made in either individual 

28 securities or a pooled fund comprised of individual 

29 securities. If such reinvestment is made in individual 
30 securities, such securities must mature in less than ninety 

31 days. If such reinvestment is made in a pooled fund, the 

32 average maturity of the securities comprising such pooled fund 

33 must be less than ninety days. Individual securities and 

34 securities comprising the pooled fund shall be investment 

35 grade. 
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1 Sec. 9. Section 515.74, Code 1999, is amended to read as 

2 follows: 

3 515.74 SERVICE OF PROCESS. 

4 Any notice or process, with three copies of the notice or 

5 process, may be mailed to the commissioner at Des Moines, 
6 Iowa, in a certified mail letter addressed to the commissioner 
7 by the commissioner's official title. The commissioner shall 
8 acknowledge service on behalf of the defendant foreign 

9 insurance company by writing, giving the date of receipt of 

10 the notice or process, and shall return the notice or process 

11 in a certified mail letter to the clerk of the court in which 

12 the suit is pending, addressed to the clerk by the clerk's 
13 official title, and shall also mail a copy, with a copy of the 
14 commissioner's acknowledgment of service written thereon, in a 
15 certified mail letter addressed to the person or corporation 
16 named or designated by such company in the written instrument. 

17 Notice or process received prior to i%-ftooft 10 a.m. shall be 

18 forwarded the same working day. Notice or process received 

19 after i%-ftooft 10 a.m. shall be forwarded the next working day. 

20 A fee of fifteen dollars must accompany the request for notice 
21 or process. 
22 Sec. 10. Section 518.2, Code 1999, is amended to read as 
23 follows: 
24 518.2 ARTICLES -- APPROVAL. 

25 Eaeh-stteh An organization shall present to the commissioner 

26 of insurance for approval its articles of incorporationL which 

27 shall show its name, objects and purposes, the time and place 

28 of the annual meeting of the members, and the location of its 

29 principal place of business, and any subsequent amendments to 
30 its articles. The commissioner of insurance shall ~heft submit 

31 the articles 

32 the articles 

33 found by the 

34 provisions of 

35 of the state, 

of incorporation and any subsequent amendments to 

to the attorney general for examination, and if 

attorney general to be in accordance with the 

this chapter and the Constitution and the laws 

the attorney general shall certify such fact 
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1 ~hereoa on the articles of incorporation and on any amendments 

2 to the articles and return ~he-~ame-~o-~a±d them to the 

3 commissioner7-a~d-~o-ar~±eles. Articles of incorporation and 

4 amendments to the articles shall not be approved by the 

5 commissioner or recorded unless aeeompa~±ed-by-~~eh 

6 eer~±£±ea~e certified by the attorney general. 

7 Sec. 11. Section 518.17, Code 1999, is amended to read as 

8 follows: 

9 518.17 REINSURANCE. 

10 A~y A county mutual insurance association may reinsure a 

11 part or all of its risks with any association operating under 

12 the provisions of this chapter, or with any other association 

13 or company licensed in this state and authorized to write the 

14 kinds of insurance enumerated in section 518.11. 

15 ~he-eomm±s~ioaer-o£-i~~~ra~ee-m8y-req~ire-aay-eo~~~y-m~~~al 

16 ias~raaee-a~~oeia~io~-~o-ob~a±a-rei~s~ra~ee-eo~erage-as 

17 pro~ided-£or-i~-~his-~ee~ioa-±£-i~-appears-~o-~he-eommiss±oaer 

18 o£-±~~~ra~ee-~ha~-~he-perils-±~s~red-ag8ias~-a~d-~he-elasses 

19 o£-proper~ies-i~s~red-may-serio~sly-e~daftger-~he-£±~8~e±al 

20 po~±~±o~-o£-~he-8~soe±a~±o~-a~d-~he-see~r±~y-o£-±~~-members. 

21 Reinsurance sufficient to protect the financial stability 

22 of the state mutual association is also required. Reinsurance 

23 coverage obtained by a county mutual insurance association 

24 shall not expose the association to a loss of more than 

25 fifteen percent from surplus in any calendar year. The 

26 commissioner of insurance may require additional reinsurance 

27 if necessary to protect the policyhOlders of the association. 

28 Sec. 12. Section 518.25, Code 1999, is amended to read as 

29 follows: 

30 518.25 SURPLUS. 

31 An association organized under this chapter shall at all 

32 times maintain a surplus of not less than fifty thousand 

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

34 in force, whichever is greater. Re±as~raftee-s~££±e±e~~-~o 

35 pro~ee~-~he-£±~a~e±al-s~ab±l±~y-o£-~he-eompafty-±s-also 
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1 reqtt±red.--~ne-±n~ttranee-eomm±~~±oner-may-reqtt±re-add±~±onai 

2 re±n~ttranee-±£-neee~~ary-~o-~ro~ee~-~ne-~oi±eynoider~-o£-~ne 

3 eom~any.--An-assoe±a~±on-att~hor±zed-~o-~ransae~-btts±nes~-±n 

4 ~h±~-s~a~e-be£ore-attiy-i7-i9ge7-~haii-mee~-~h±~-reqtt±remen~ 

5 no~-ia~er-~han-attiy-i7-i993. 

6 Sec. 13. NEW SECTION. 5l8A.lA PLAN OF ORGANIZATION. 
7 An entity seeking to organize as or convert to a state 
8 mutual insurance association shall submit a plan of 

9 organization to the commissioner for approval. 

10 Sec. 14. Section 5l8A.8, Code 1999, is amended by striking 

11 the section and inserting in lieu thereof the following: 

12 5l8A.8 ARTICLES -- APPROVAL. 

13 An organization shall present to the commissioner of 
14 insurance for approval its articles of incorporation, which 
15 shall show its name, objects, and purposes, the time and place 
16 of the annual meeting of the members, and the location of its 

17 principal place of business, and any subsequent amendments. 

18 The commissioner shall submit the articles of incorporation 

19 and any subsequent amendments to the articles to the attorney 

20 general for examination, and if found by the attorney general 
21 to be in accordance with the provisions of this chapter and 

22 the Constitution and the laws of this state, the attorney 
23 general shall certify such fact on the articles of 
24 incorporation and on any amendments to the articles and return 
25 them to the commissioner. Articles of incorporation and 

26 amendments to the articles shall not be approved by the 

27 commissioner or recorded unless certified by the attorney 

28 general. 

29 Sec. 15. Section 5l8A.37, Code 1999, is amended to read as 
30 follows: 
31 5l8A.37 SURPLUS. 

32 An association organized under this chapter shall at all 

33 times maintain a surplus of not less than one hundred thousand 

34 dollars, or one-tenth of one percent of the gross property 

35 risk in force, whichever is greater. Re±n~ttranee-~tt££ieien~ 
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1 ~o-pro~ee~-~he-£±nene±a~-s~ab±~±~y-o£-~he-eompany-±s-e~so 

2 reqtt±red.--~he-±nsttranee-eomm±s~±oner-may-reqtt±re-edd±~±onel 

3 re±nsttranee-±£-neees~ery-~o-pro~ee~-~he-po~±eyholder~-o£-~he 

4 eompeny.--An-e~~oe±a~±on-att~hor±zed-~o-~rensee~-btt~±ne~~-±n 

5 ~h±s-~~e~e-be£ore-att~y-~,-~9ge,-~he~~-mee~-~h±s-reqtt±remen~ 

6 no~-~e~er-~hen-attly-~,-~99%. 

7 Sec. 16. Section 5l8A.44, Code 1999, is amended by 

8 striking the section and inserting in lieu thereof the 

9 following: 

10 518A.44 REINSURANCE. 

11 A state mutual insurance association may reinsure a part or 

12 all of its risks with any association operating under the 

13 prov~s~ons of this chapter, or with any other association or 

14 company licensed in this state and authorized to write the 

15 kinds of insurance enumerated in section 5l8A.1. 

16 Reinsurance sufficient to protect the financial stability 

17 of the state mutual association is required. Reinsurance 

18 coverage obtained by an association shall not expose the 

19 association to a loss of more than fifteen percent from 

20 surplus in any calendar year. The commissioner of insurance 

21 may require additional reinsurance if necessary to protect the 

22 policyholders of the association. 

23 Sec. 17. Section 519.11, Code 1999, is amended to read as 

24 follows: 

25 519.11 LIABILITY TO ASSESSMENTS. 

26 The provisions as to maximum liability of members to 

27 assessments when assets are insufficient and to assessments 

28 when the corporation is insolvent, found in sections 518A.9, 

29 5~8A.~e, and 5l8A.14, and-5~8A.%8, shall apply to all mutual 

30 insurance corporations organized under ~he-pro~±s±on~-o£ this 

31 chapter. 

32 Sec. 18. Section 910.1, subsections 3 and 5, Code 1999, 

33 are amended to read as follows: 

34 3. "Pecuniary damages" means all damages ~o-~he-ex~en~ 

35 whether or not paid by an insurer, which a victim could 

-8-
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1 recover against the offender in a civil action arising out of 

2 the same facts or event, except punitive damages and damages 

3 for pain, suffering, mental anguish, and loss of consortium. 

4 Without limitation, "pecuniary damages" includes damages for 

5 wrongful death and expenses incurred for psychiatric or 

6 psychological services or counseling or other counseling for 

7 the victim which became necessary as a direct result of the 

8 criminal activity. 
9 5. "Victim" means a person who has suffered pecuniary 

10 damages as a result of the offender's criminal activities. 

11 Howe~er7-£or-~ttr~o~e~-o£-~ni~-ena~~er7-aft-ift~ttrer-i~-fto~-a 

12 ~ie~im-aftd-doe~-fto~-na~e-a-rign~-o£-~ttbroga~ioft. The erime 

13 ~ie~im-eom~eftsa~ioft-~rogram-i~-fto~-aft-ift~ttrer-£or-~ttr~o~e~-o£ 

14 ~ni~-ena~~er7-aftd-~ne right of subrogation provided by section 

15 915.92 does not prohibit restitution to the crime victim 

16 compensation program. 
17 Sec. 19. Sections 518A.10, 518A.13, 518A.17, and 518A.28, 

18 Code 1999, are repealed. 
19 EXPLANATION 

20 This bill amends provisions relating to the regulation of 

21 insurance companies. 

22 Code section 505.17 is amended to provide that information, 

23 records, and documents utilized for the purpose of, or in the 

24 course of, investigation, regulation, or examination of an 

25 insurer or insurance holding company, received by the division 

26 from some other governmental entity which treats such 

27 information, records, and documents as confidential, are 

28 confidential and shall not be disclosed by the division and 

29 are not subject to subpoena. Such information, records, and 

30 documents do not constitute a public record under Code chapter 

31 22. 
32 Code section 508B.6 is amended to strike the requirement 

33 that a plan of conversion from a mutual life insurance company 

34 to a stock life insurance company be approved by the 

35 commissioner prior to being submitted to the policyholders for 
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1 approval. 
2 Code section 508B.13 is amended to provide that a person 

3 shall not directly or indirectly acquire or offer to acquire 

4 the beneficial ownership of more than 5 percent of any class 

5 of voting security of the reorganized company unless the 
6 acquisition is approved by the commissioner as being 
7 consistent with the plan of conversion and by the board of 
8 directors of the reorganized company, or is made pursuant to 

9 the plan of conversion. Currently, a person is prohibited 

10 from acquiring or offering to acquire the beneficial ownership 

11 of the reorganized company unless the acquisition is made 

12 pursuant to a plan approved by the commissioner, made pursuant 
13 to the plan of conversion, or made after the initial public 
14 offering from a broker or dealer of registered securities with 
15 the securities and exchange commission at the quoted price on 
16 the date of purchase. 
17 Code sections 511.28 and 5l5.74,---r-elating to-the mailing of 

18 notice or process to the commissioner on behalf of a foreign 

19 insurance company, is amended to provide that notice or 

20 process received by the commissioner prior to 10 a.m. is to be 
21 forwarded the same working day, and notice or process received 
22 after 10 a.m. is to be forwarded the next working day. 
23 Currently, the time for determining when service or process is 
24 forwarded is 12 noon. 

25 Code section 5l3C.7, relating to the availability of 

26 coverage to an individual under a basic or standard health 

27 benefit plan, is amended to exclude from the guarantee of 

28 coverage, an individual who is covered or is eligible for 

29 coverage under a health benefit plan provided by an employer 
30 as a spouse or dependent of an employee. The section is also 
31 amended to exclude from qualifying coverage, periods of 

32 coverage under medical assistance provided pursuant to Code 

33 chapter 249A and Medicare coverage provided pursuant to Title 

34 XVIII of the federal Social Security Act. 

35 Code section 515.26 is amended to eliminate the requirement 

-10-
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1 that a director of a domestic stock property and casualty 

2 insurance company own stock in such company as a prerequisite 

3 to becoming and remaining a director. 

4 Code section 515.35 is amended to provide that cash used to 
5 collateralize a loan of stocks or obligations held by an 
6 insurance company may be reinvested in either individual 
7 securities or a pooled fund comprised of individual 

8 securities. If the reinvestment is made in individual 

9 securities, such securities must mature in less than 90 days. 

10 If the reinvestment is made in a pooled fund comprised of 

11 securities, the average maturity of such securities must be 
12 less than 90 days. Individual securities and securities 
13 comprising a pooled fund must be investment grade. 
14 Code section 518.2 is amended to provide that articles of 
15 incorporation of a county mutual insurance association and any 
16 amendments to such articles which are submitted to the 

17 insurance commissioner, must be approved by the commissioner 

18 and certified by the attorney general. 

19 Code section 518.17, relating to reinsurance, is amended to 

20 add language currently contained in Code section 518.25 which 
21 relates to reinsurance. Similar language currently contained 

22 in Code section 518.25 is struck. 
23 Code section 518.25 is amended by striking language which 

24 is moved to Code section 518.17. 
25 New Code section 5l8A.1A is created and provides that an 

26 entity seeking to organize as, or convert to, a state mutual 

27 association must submit a plan of organization to the 

28 commissioner for approval. 
29 Code section 5l8A.8 is amended by striking the existing 
30 language which requires a state mutual insurance association 

31 to submit its articles of incorporation, bylaws, and policy 

32 form to the commissioner, and inserts language relating to the 

33 submission and approval of such association's articles of 

34 incorporation which is the same as that provided for county 

35 mutual insurance associations in Code section 518.2, as 
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1 amended in this bill. 

2 Code section 5l8A.37 is amended to provide that a state 

3 mutual insurance association must maintain a surplus the 

4 greater of $100,000 or one-tenth of 1 percent of the gross 

5 property risk in force. Currently, such associations must 

6 maintain a surplus of $100,000. Additionally, language is 

7 struck regarding reinsurance. Similar reinsurance language is 

8 incorporated in the amendment to Code section 5l8A.44. 

9 Code section 5l8A.44, relating to limitations on risks 

10 applicable to a state mutual insurance association, is struck 

11 and replaced by language relating to reinsurance. The new 

12 language provides that a state mutual insurance association 
13 may reinsure a part or all of its risks. The bill provides 

14 that reinsurance sufficient to protect the financial stability 

15 of the state mutual association is required. Reinsurance 

16 coverage obtained by an association shall not expose the 

17 association to a loss of more than 15 percent from surplus in 

18 any calendar year. The insurance commissioner is authorized 
19 to require additional reinsurance if necessary to protect the 

20 policyholders of the association. 

21 Code section 519.11 is amended to correct internal 

22 references as a result of the repeal of sections 5l8A.lO and 

23 5l8A.28. 

24 Code chapter 910 is amended to provide that an insurance 

25 company is a victim for purposes of chapter 910 and therefore 
26 eligible for restitution. 

27 The bill repeals several sections pertaining to state 

28 mutual insurance associations including sections relating to 

29 advance assessments for losses and expenses, authorization for 

30 state mutual insurance associations to issue policies of fixed 

31 premiums, special assessments associated with damages paid for 

32 hail losses, and receivership of state mutual insurance 

33 associations (such receivership would be governed by Code 

34 chapter 507C, relating to insurers supervision, 

35 rehabilitation, and liquidation). 
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S.F. ~ H.F. -
1 Section 1. Section 505.17, Code 1999, is amended to read 

2 as follows: 
3 505.17 CONFIDENTIAL INFORMATION. 
4 Information, records, and documents utilized for the 
5 purpose of, or in the course of, investigation, regulation, or 
6 examination of an insurance company or insurance holding 
7 company, received by the division from some other governmental 
8 entity which treats such information, records, and documents 

9 as confidential, are confidential and shall not be disclosed 

10 bv the division and are not subject to subpoena. Such 
11 information, records, and documents do not constitute a public 

12 reco=~ under chapter 22. 

13 The disclosure of confidential information, administrative 
14 or judicial orders which contain confidential information, or 

15 information regarding other action of the division which is 

16 not a public record subject to disclosure, to other regulatory 

17 officials £rem-~h~s-er-e~her-s~a~es may be permitted by the 

18 commissioner provided that those officials are subject to, or 
19 agree to comply with, standards of confidentiality comparable 

20 to those imposed on the commissioner. 
21 Sec. 2. Section 508B.l, subsection 6, Code 1999, is 
22 amended to read as follows: 
23 6. "Reorganized company" means the domestic stock l~£e 

24 ~fte~raftee company into which a mutual company has been 

25 converted, converted and merged, or converted and 

26 consolidated. 
27 Sec. 3. Section 508B.6, Code 1999, is amended to read as 
28 follows: 
29 508B.6 APPROVAL OF PLAN BY POLICYHOLDERS -- NOTICE OF 
30 ELECTION -- EFFECTIVE DATE. 

31 A~eer-~he-p18ft-ha~-beeft-appre~ed-by-ehe-eemm~ssiefter-as 

32 pre¥~dec-~ft-eee~~eft-5eeB.77-the The plan of conversion shall 

33 be submitted to and shall not take effect until approved by 

34 two thirds of the policyholders of the mutual company voting 

35 on the plan. Notice of a meeting for the purpose of voting on 
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1 the conversion plan shall be provided by mail to each 

2 policyholder entitled to vote in accordance with the articles 

3 of incorporation or bylaws of the mutual company. Each 

4 policyholder entitled to vote may cast one vote unless 
5 otherwise provided in the articles of incorporation or bylaw~ 
6 of the mutual company. Voting shall be by ballot, in person 

7 or by proxy. A quorum shall consist of a quorum as defined in 

8 the articles of incorporation or bylaws of the mutual company. 

9 A copy of the plan of conversion, or a summary of the plan of 

10 conversion, shall accompany the notice of meeting and 

11 election. The notice of meeting may contain the notice of any 

12 planned public hearing. An approved plan of conversion shall 

13 take effect on the date specified in the plan. 
14 Sec. 4. Section 508B.12, Code 1999, is amended to read as 

15 follows: 

16 508B.12 AMENDMENTS -- WITHDRAWAL. 

17 At any time before eppro~el-o£-the-pleft-of the conversionL 

18 efta if done pursuant to rules issued by the commissioner or as 

19 may otherwise be required by the commissioner, the board of 

20 directors of a mutual company may amend the conversion plan. 

21 An amendment to a conversion plan is subject to the prior 

22 approval of the commissioner. The board of directors of a 

23 mutual company may withdraw the plan of conversion at any time 

24 prior to the eppro~el-o£-the-pleft-o£ conversion. 

25 Sec. 5. Section 508B.13, Code 1999, is amended to read as 

26 follows: 
27 508B.13 PROHIBITIONS ON CERTAIN OFFERS TO ACQUIRE SHARES. 

28 Prior to and for a period of five years following the 

29 effective date of the conversion, and in the case of the plans 

30 of conversion specified in subsections I and 3 of section 

31 508B.3, five years following the date of distribution of 

32 consideration to the policyholders in exchange for their 

33 membership interests, a person, other than the _reorganized 

34 company, other than an employee benefit plan or employee 

35 benefit trust sponsored by the reorganized company, or as 
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otherwise specifically provided for in the plan of conversionc 

shall not directly or indirectly acquire or offer to acquire 

the beneficial ownership of more than five percent of any 

class of voting security of the reorganized company, and a 

~son, other than the reorganized company or other than an 
employee benefit plan or employee benefit trust sponsored by 

the reorganized company, who acguires five percent or more of 

any class of voting security of the reorganized company prior 

to the conversion or as specifically provided for in the plan 

of conversion, shall not directly or indirectly acquire or 

offer to acquire the beneficial ownership of additional voting 

~rities of the r~organized company~ unless the acquisition 
is made-pttrstlaft~-~o-a-p±an approved by the commissioner,-made 

pttrsttan~-eo-~he-~ian-o£-eon~ersio~,-or-'made-a£ter-~he-inieiai 

pttbiie-o££ering-£rom-B-broker-or-dealer-o£-regis~ered 

seettritie~-wieh-ehe-seetlri~±es-and-exehange-eomm±s5ion-at-the 

qtioted-priee-on-the-date-o£-pttreha~e as not being contrary to 

the interests of the policyholders of the reorganized company 

or its life insurance company subsidiary and by the board of 

directors of the reorganized company. The commissioner and 
the board of directors may consider the factors set forth in 

~ection 490.1108. The provisions of section 521A.3, except 

subsection 4, paragraph "a" I ~hall be applicable to a proposed 

aCquisition subject to this section. An approved plan of 

conversion may include a stock option plan. As used in this 

section, "beneficial ownership" means, with respect to a 

security, the sole or shared power to vote or direct the 

voting of the security or the sole power to dispose or direct 
the disposition of the security. 

Sec. 6. Section 508B.14, Code 1999, is amended to read as 
follows: 

508B.14 LIMITATION OF ACTIONS -- SECURITY FOR ATTORNEY 
FEES. 

34 The commissioner's order approving or disapproving a plan 
3$ of conversion shall be considered final agency action under 
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1 chapter 17A. 
2 An action challenging the validity of a conversion plan, or 

3 any part of a conversion plan, shall not be commenced more 
4 than one hundred eighty days following the date of approval by 

5 the commissioner. 

6 The reorganized company or a defendant may petition the 

7 court in such an action to give security for the reasonable 

8 attorney fees which may be incurred by any party to the 

9 action. The amount of the security may be increased or 

10 decreased in the discretion of the court having jurisdiction 

11 if a showing is made that the security provided is or may 

12 become inadequate or excessive. 

13 Sec. 7. Section 511.28, Code 1999, is amended to read as 

14 follows: 

15 511.28 SERVICE OF PROCESS. 

16 Any notice or process, with three copies of the notice or 

17 process, may be mailed to the commissioner at Des Moines, 

18 Iowa, in a certified mail letter addressed to the commissioner 

19 by the commissioner's official title. The commissioner shall 

20 acknowledge service on behalf of the defendant foreign 

21 insurance company by writing, giving the date of receipt of 

22 the notice or process, and shall return the notice or process 

23 in a certified mail letter to the clerk of the court in which 

24 the suit is pending, addressed to the clerk by the clerk's 

25 official title, and shall also mail a copy, with a copy of the 

26 commissioner's acknowledgment of service written thereon, in a 

27 certified mail letter addressed to the person or corporation 

28 named or designated by such company in the written instrument. 

29 Notice or process received prior to %%-ftOOft 10 a.m. shall be 

30 forwarded the same working day. Notice or process received 
31 after %%-ftOOft 10 a.m. shall be forwarded the next working day. 

32 A fee of fifteen dollars must accompany the request for notice 
33 or process. 

34 Sec. 8. Section 513C.7, subsection 1, paragraph a, Code 

35 1999, is amended to read as follows: 
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1 a. The individual is covered or is eligible for coverage 

2 under a health benefit plan provided by the individual's 

3 employer or is covered as the spouse or dependent of another 

4 individual covered or eligible for coverage under a health 

5 benefit plan provided by that individual's employer. 
6 Sec. 9. Section 513C.7, subsection 4, paragraph b, Code 

7 1999, is amended to read as follows: 

8 b. A carrier or an organized delivery system shall waive 

9 any time period applicable to a preexisting condition 

10 exclusion or limitation period with respect to particular 

11 services in an individual health benefit plan for the period 

12 of time an individual was previously covered by qualifying 

13 previous coverage that provided benefits with respect to such 
14 services, provided that the qualifying previous coverage was 

15 continuous to a date not more than sixty-three days prior to 

16 the effective date of the new coverage. For purposes of this 

17 section, periods of coverage under medical assistance provided 

18 pursuant to chapter 249A or Medicare coverage provided 

19 pursuant to Title XVIII of the federal Social Security Act 

20 shall not be counted with respect to the sixty-three day 

21 reguirement. 
22 Sec. 10. Section 514B.4, subsection 2, Code 1999, is 

23 amended to read as follows: 

24 2. Has arrangements established in accordance with rules 

25 adopted by the commissioner for a continuous review of health 

26 care processes and outcomes. If a health maintenance 

27 organization is accredited by the national committee on 

28 guality assurance, or another accreditation entity approved by 
29 the commissioner, an external peer review under rules of the 

30 c0~nissioner shall not be applicable. However, at the 

31 discretion of the commissioner, an on-site inspection of the 

32 health maintenance organization may be conducted. 

33 Sec. 11. Section 515.26, Code 1999, is amended to read as 

34 follows: 

35 515.26 DIRECTORS. 

-5-
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1 The affairs of a company organized as provided by this 

2 chapter shall be managed by a number of directors, of not less 

3 than five nor more than twenty-one,-aii-o£-wnom,-±ft-ea8e-o£-a 

4 8~oek-eompaftY'-8naii-be-8~oeknoider8'-Or,-±ft. In the case of 
5 a mutual company, all such directors shall be policyholders, 

6 or-be£ore-~ne-eompaftY-8haii-e££ee~-i~8~raftee,-be-~~b8er±ber8 

7 £or-8~oek-or-£Or-±ft8~ranee-a8-~ne-ea8e-m8y-be. 

8 Sec. 12. Section 515.35, subsection 3, paragraph a, 

9 subparagraph (2), subparagraph subdivision (a), Code 1999, is 

10 amended to read as follows: 

11 (a) That the loan will be fully collateralized by cash, 

12 cash equivalents, or obligations issued or guaranteed by the 

13 United States or an agency or an instrumentality of the United 

14 States, and that the collateral will be adjusted as necessary 

15 each business day during the term of the loan to maintain the 

16 required collateralization in the event of market value 

17 changes in the loaned securities or collateral. 

18 If the loan is fully collateralized by cash, the 

19 reinvestment of the cash may be made in either individual 

20 securities or a pooled fund comprised of individual 

21 securities. If such reinvestment is made in individual 

22 securities" such securities must mature in less than ninety 

23 days. If such reinvestment is made in a pooled fund, the 

24 average maturity of the securities comprising such pooled fund 

25 must be less than ninety days. Individual securities and 
26 securities comprising the pooled fund shall be investment 
27 grade. 

28 Sec. 13. Section 515.74, Code 1999, is amended to read as 

29 follows: 

30 515.74 SERVICE OF PROCESS. 

31 Any notice or process, with three copies of the notice or 

32 process, may be mailed to the commissioner at Des Moines, 

33 Iowa, in a certified mail letter addressed to the corr~issioner 

34 by the commissioner's official title. The commissioner shall 

'~5 acknowledge service on behalf of the defendant foreign 
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1 insurance company by writing, giving the date of receipt of 

2 the notice or process, and shall return the notice or process 

3 in a certified mail letter to the clerk of the court in which 

4 the suit is pendin9, addressed to the clerk by the clerk's 
5 official title, and shall also mail a copy, with a copy of the 

6 commissioner's acknowledgment of service written thereon, in a 

7 certified mail letter addressed to the person or corporation 
i8 named or designated by such company in the written instrument. 

9 Notice or process received prior to ii-noon 10 a.m. shall be 

10 forwarded the same working day. Notice or process received 

11 after ii-noon 10 a.m. shall be forwarded the next working day. 

12 A fee of fifteen dollars must accompany the request for notice 

13 or process. 
14 Sec. 14. Section 518.2, Code 1999, is amended to read as 
15 follows: 
16 518.2 ARTICLES -- APPROVAL. 
17 Eaen-etten An organization shall present to the commissioner 
18 of insurance for approval its articles of incorporationL which 

19 shall show its name, objects and purposes, the time and place 

20 of the annual meeting of the members, and the location of its 

21 principal place of business, and any subsequent amendments to 
22 its articles. The commissioner of insurance shall ~nen submit 
23 the articles of incorporation and any subseguent amendments to 
24 the articles to the attorney general for examination, and if 

25 found by the attorney general to be in accordance with the 

26 provisions of this chapter and the Constitution and the laws 

27 of the state, the attorney general shall certify such fact 

28 ~nereon on the articles of incorporation and on any amendments 

29 to the articles and return ~he-~ame-eo-~e±a them to the 
30 commissioner7-and-no-er~±eies. Articles of incorporation and 
31 amendments to the articles shall not be approved by the 

32 co~~issioner or recorded unless 8eeom~8n±ed-by-~tteh 
33 eereif±ee~e certified by the attorney general. 

34 Sec. 15. Section 518.17, Code 1999, is amended to read as 
35 follows: 
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1 518.17 REINSURANCE. 

2 Any A county mutual insurance association may reinsure a 

3 part or all of its risks with any association operating under 

4 the provisions of this chapter, or with any other association 

5 or company licensed in this state and authorized to write the 

6 kinds of insurance enumerated in section 518.11. 

7 ~he-eommi~~ioner-o£-in~~ranee-may-reqttire-any-eOttn~y-mtt~tta~ 

8 in~~ranee-a~~oeia~ion-~o-ob~ain-reinsttranee-eoverage-a~ 

9 ~rov±ded-£or-±n-~h±s-~ee~±on-±£-±~-appear~-to-~he-eomm±s~±oner 

10 o£-±n~ttranee-~na~-~he-per±i~-±n~~red-aga±n~~-and-~he-e~as~e~ 

11 o£-proper~ie~-~n~ttred-may-~eriott~~y-endanger-~he-£inane±a~ 

12 po~it±on-o£-~he-a~~oe±a~ion-and-~he-~ee~r±ty-o£-±~~-members~ 

13 Reinsurance sufficient to protect the financial stability 

14 of the state mutual association is also required. Reinsurance 

15 coverage obtained by a county mutual insurance association 

16 shall not expose the association to a loss of more than 

17 fifteen percent from surplus in any calendar year. The 

18 commissioner of insurance may reguire additional reinsurance 

19 if necessary to protect the policyholders of the association. 

20 Sec. 16. Section 518.25, Code 1999, is amended to read as 

21 follows: 

22 518.25 SURPLUS. 

23 An association organized under this chapter shall at all 

24 times maintain a surplus of not less than fifty thousand 

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

26 in force, whichever is greater. Rein~ttranee-~tt££±e±ent-~o 

27 pro~ee~-~ne-£±nane±ai-~~ab±i±ty-o£-the-eompany-±s-ai~o 

28 req~±red.--~he-±n~~ranee-eommi~~ioner-may-req~ire-add±~±ona~ 

29 re±n~ttranee-±£-neee~~ary-~o-proteet-the-po~±eyho~der~-o£-~he 

30 eompany.--An-a~~oe±at±on-attthor±zed-to-tran~aet-b~~ine~~-±n 

31 ~hi~-~tate-be£ore-attiy-i7-i9ge7-~ha±i-mee~-~hi~-reqtt±remen~ 

32 not-~a~er-than-a~±y-i7-i993~ 

33 Sec. 17. NEW SECTION. 5l8A.lA PLAN OF ORGANIZATION. 

34 An entity seeking to organize as or convert to a state 

35 mutual insurance association shall submit a plan of 
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1 organization to the commissioner for approval. 

2 Sec. 18. Section 5l8A.8, Code 1999, is amended by striking 

3 the section and inserting in lieu thereof the following: 
4 518A.8 ARTICLES -- APPROVAL. 

5 An organization shall present to the commissioner of 

6 insurance for approval its articles of incorporation, which 

7 shall show its name, objects, and purposes, the time and place 

8 of the annual meeting of the members, and the location of its 

9 principal place of business, and any subsequent amendments. 

10 The commissioner shall submit the articles of incorporation 

11 and any subsequent amendments to the articles to the attorney 

12 general for examination, and if found by the attorney general 

13 to be in accordance with the provisions of this chapter and 

14 the Constitution and the laws of this state, the attorney 

15 general shall certify such fact on the articles of 

16 incorporation and on any amendments to the articles and return 

17 them to the commissioner. Articles of incorporation and 

18 amendments to the articles shall not be approved by the 

19 commissioner or recorded unless certified by the attorney 

20 general. 

21 Sec. 19. Section 518A.37, Code 1999, is amended to read as 

22 follows: 

23 5l8A.37 SURPLUS. 

24 An association organized under this chapter shall at all 

25 times maintain a surplus of not less than one hundred thousand 

26 dollars, or one-tenth of one percent of the gross property 

27 risk in force, whichever is greater. Re±ftsttraftee-sttf£±e±eft~ 

28 ~0-pro~ee~-~he-£±ft8fte±8%-S~ab±%±~y-of-~he-eompafty-±s-a%SO 

29 reqtt±rea.--~he-±ftSttr8ftee-eOmm±ss±ofter-may-reqtt±re-aaa±~±ofta% 

30 re±ftstt~aftee-±f-fteeess8ry-~0-pro~ee~-~he-pe%±eyho%aers-o£-~he 

31 eOmp8ftY7--Aft-asSOe±8~±Oft-8tt~hor±zed-~0-~~8ftSaet-btts±fteSS-±ft 

32 eh±s-s~a~e-be£ore-att%y-i7-%9ge7-sh8%%-meee-~h±s-reqtt±remeft~ 

33 fto~-%a~er-~h8ft-att%Y-%7-%99~. 

34 Sec. 20. Section 518A.44, Code 1999, is amended by 

35 striking the section and inserting in lieu thereof the 
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1 following: 

2 518A.44 REINSURANCE. 

3 A state mutual insurance association may reinsure a part or 

4 all of its risks with any association operating under the 

5 provisions of this chapter, or with any other association or 

6 company licensed in this state and authorized to write the 

7 kinds of insurance enumerated in section 518A.l. 
8 Reinsurance sufficient to protect the financial stability 

9 of the state mutual association is required. Reinsurance 

10 coverage obtained by an association shall not expose the 

11 association to a loss of more than fifteen percent from 

12 surplus in any calendar year. The commissioner of insurance 

13 may require additional reinsurance if necessary to protect the 

14 policyholders of the association. 

15 Sec. 21. Section 519.11, Code 1999, is amended to read as 

16 follows: 
17 519.11 LIABILITY TO ASSESSMENTS. 

18 The provisions as to maximum liability of members to 

19 assessments when assets are insufficient and to assessments 

20 when the corporation is insolvent, found in sections 5l8A.97 

21 5±eA~%e7 and 5l8A.14, 8ft~-5%eA~~e7 shall apply to all mutual 

22 insurance corporations organized under ~he-pro~±S±Oft5-0£ this 

23 chapter. 

24 Sec. 22. Section 910.1, subsections 3 and 5, Code 1999, 

25 are amended to read as follows: 
26 3. "Pecuniary damages" means all damages ~o-~he-ex~eft~ 

27 whether or not paid by an insurer, which a victim could 

28 recover against the offender in a civil action arising out of 

29 the same facts or event, except punitive damages and damages 

30 for pain, suffering, mental anguish, and loss of consortium. 

31 Without limitation, "pecuniary damages" includes damages for 

32 wrongful death and expenses incurred for psychiatric or 

33 psychological services or counseling or other counseling for 

34 the victim which became necessary as a direct result of the 
35 criminal activity. 

-10-
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1 5. "Victim" means a person who has suffered pecuniary 
2 damages as a result of the offender's criminal activities. 

3 Howe~er7-for-pttrposes-of-~h±s-ehep~er7-en-±nsttrer-±s-no~-e 
4 ~±e~±m-end-does-no~-he~e-e-r±gh~-o£-sttbroge~±on~ The er±me 

5 ~±e~±m-eompense~±on-progrem-±s-no~-en-±nsttrer-£or-pttrposes-of 

6 ~h±s-ehep~erT-end-~he right of subrogation provided by section 
7 915.92 does not prohibit restitution to the crime victim 
8 compensation program. 

9 Sec. 23. Sections 518A.lO, 518A.13, 5l8A.17, and 518A.28, 

10 Code 1999, are repealed. 

11 EXPLANATION 

12 This bill amends provisions relating to the regulation of 

13 insurance companies. 
14 Code section 505.17 is amended to provide that information, 
15 records, and documents utilized for the purpose of, or in the 
16 course of, investigation, regulation, or examination of an 

17 insurer or insurance holding company, received by the division 

18 from some other governmental entity which treats such 

19 information, records, and documents as confidential, are 

20 confidential and shall not be disclosed by the division and 

21 are not subject to subpoena. Such information, records, and 
22 documents do not constitute a public record under Code chapter 

23 22. 
24 Code section 508B.l is amended by providing that the 
25 definition of a reorganized company includes, in addition to a 
26 mutual company which has been converted into a domestic stock 

27 life insurance company, a mutual company which has been 

28 converted and merged, and a mutual company which has been 
29 converted and consolidated into such a stock company. 
30 Code section 508B.6 is amended to strike the requirement 
31 that a plan of conversion from a mutual life insurance company 

32 to a stock life insurance company be approved by the 

33 commissioner prior to being submitted to the policyholders for 
34 approval. 

35 Corie section 508B.12 is amended to provide that at any time 
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1 prior to the conversion of a mutual company into a domestic 

2 stock life insurance company, the board of directors may amend 

3 the conversion plan. An amendment to the conversion plan is 

4 subject to the prior approval of the commissioner. Currently, 

5 a board of directors may amend such plan at any time before 

6 approval of the plan. 

7 Code section S08B.13 is amended to provide that a person, 

8 other than the reorganized company, an employee benefit plan 

9 or employee benefit trust sponsored by the reorganized 

10 company, or as otherwise specifically provided for in the plan 

11 of conversion, shall not directly or indirectly acquire or 

12 offer to acquire the beneficial ownership of more than 5 

13 percent of any class of voting security of the reorganized 

14 company, and a person other than the reorganized company, an 

15 employee benefit plan or employee benefit trust sponsored by 

16 the reorganized company, who acquires 5 percent or more of any 

17 class of voting security of the reorganized company prior to 

18 the conversion or as specifically provided for in the plan of 

19 conversion, shall not directly or indirectly acquire or offer 

20 to acquire the beneficial ownership of additional voting 

21 securities of the reorganized company, unless the acquisition 

22 is approved by the commissioner as not being contrary to the 

23 interests of the policyholders of the reorganized company or 

24 its life insurance company subsidiary and by the board of 

25 directors of the reorganized company. Currently, a person is 
26 prohibited from acquiring or offering to acquire the 

27 beneficial ownership of the reorganized company unless the 

28 acquisition is made pursuant to a plan approved by the 

29 commissioner, made pursuant to the plan of conversion, or made 

30 after the initial public offering from a broker or dealer of 

31 registered securities with the securities and exchange 

32 commission at the quoted price on the date of purchase. 

33 Code section 508B.14 is amended to provide that the 

34 commissioner's order approving or disapproving a plan of 

35 conversion is to be considered final agency action under Code 
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1 chapter 17A, the administrative procedures Act. 

2 Code sections 511.28 and 515.74, relating to the mailing of 

3 notice or process to the commissioner on behalf of a foreign 

4 insurance company, are amended to provide that notice or 

5 process received by the commissioner prior to 10 a.m. is to be 

6 forwarded the same working day, and notice or process received 

7 after 10 a.m. is to be forwarded the next working day. 

8 Currently, the time for determining when service or process is 

9 forwarded is 12 noon. 
10 Code section 513C.7, relating to the availability of 

11 coverage to an individual under a basic or standard health 

12 benefit plan, is amended to exclude from the guarantee of 

13 coverage, an individual who is covered or is eligible for 

14 coverage under a health benefit plan provided by an employer 

15 as a spouse or dependent of an employee. The section is also 

16 amended to exclude from qualifying coverage, periods of 

17 coverage under medical assistance provided pursuant to Code 

18 chapter 249A and Medicare coverage provided pursuant to Title 

19 XVIII of the federal Social Security Act. 

20 Code section 5l4B.4 is amended to provide that if a health 

21 maintenance organization is accredited by the national 

22 committee on quality assurance, or another accreditation 

23 entity approved by the commissioner, an external peer review 

24 under rules of the commissioner shall not be applicable. 

25 However, at the discretion of the commissioner, an on-site 
26 inspection of the health maintenance organization may be 

27 conducted. 

28 Code section 515.26 is amended to eliminate the requirement 

29 that a director of a domestic stock property and casualty 

30 insurance company own stock in such company as a prerequisite 

31 to becoming and remaining a director. 

32 Code section 515.35 is amended to provide that cash used to 

33 collateralize a loan of stocks or obligations held by an 

34 insurance company may be reinvested in either individual 

35 securities or a pooled fund comprised of individual 
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1 securities. If the reinvestment is made in individual 

2 securities, such securities must mature in less than 90 days. 

3 If the reinvestment is made in a pooled fund comprised of 

4 securities, the average maturity of such securities must be 

5 less than 90 days. Individual securities and securities 

: 6 comprising a pooled fund must be investment grade. 

7 Code section 51B.2 is amended to provide that articles of 

B incorporation of a county mutual insurance association and any 

9 amendments to such articles which are submitted to the 

10 insurance commissioner, must be approved by the commissioner 

11 and certified by the attorney general. 

12 Code section 51B.17, relating to reinsurance, is amended to 
13 add language currently contained in Code section 51B.25 which 
14 relates to reinsurance. Similar language currently contained 
15 in Code section 51B.25 is struck. 

16 Code section 51B.25 is amended by striking language which 
17 is moved to Code section 51B.17. 

18 New Code section 51BA.1A is created and provides that an 

19 entity seeking to organize as, or convert to, a state mutual 

20 association must submit a plan of organization to the 

21 commissioner for approval. 

22 Code section 51BA.8 is amended by striking the existing 

23 language which requires a state mutual insurance association 

24 to submit its articles of incorporation, bylaws, and policy 

25 form to the commissioner, and inserts language relating to the 

26 submission and approval of such association's articles of 

27 incorporation which is the same as that provided for county 

28 mutual insurance associations in Code section 518.2, as 
29 amended in this bill. 

30 Code section 518A.37 is amended to provide that a state 

31 mutual insurance association must maintain a surplus the 

32 greater of $100,000 or one-tenth of 1 percent of the gross 

33 property risk in force. Currently, such associations must 

34 maintain a surplus of $100,000. Additionally, language is 

35 struck regarding reinsurance. Similar reinsurance language is 
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1 incorporated in the amendment to Code section SlSA.44. 

2 Code section SlSA.44, relating to limitations on risks 

3 applicable to a state mutual insurance association, is struck 

4 and replaced by language relating to reinsurance. The new 
S language provides that a state mutual insurance association 

6 may reinsure a part or all of its risks. The bill provides 

7 that reinsurance sufficient to protect the financial stability 

S of the state mutual association is required. Reinsurance 

9 coverage obtained by an association shall not expose the 

10 association to a loss of more than 15 percent from surplus in 

11 any calendar year. The insurance commissioner is authorized 

12 to require additional reinsurance if necessary to protect the 

13 policyholders of the association. 

14 Code section S19.11 is amended to correct internal 

15 references as a result of the repeal of sections 51SA.lO and 

16 51SA.2S. 

17 Code chapter 910 is amended to provide that an insurance 

IS company is a victim for purposes of chapter 910 and therefore 

19 eligible for restitution. 

20 The bill repeals several sections pertaining to state 
21 mutual insurance associations including sections relating to 
22 advance assessments for losses and expenses, authorization for 

23 state mutual insurance associations to issue policies of fixed 

24 premiums, special assessments associated with damages paid for 

25 hail losses, and receivership of state mutual insurance 

26 associations (such receivership would be governed by Code 
27 chapter 507C, relating to insurers supervision, 

2S rehabilitation, and liquidation). 

29 

30 

31 

32 

33 

34 

35 
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SENATE CLIP SHEET MARCH 17, 1999 

SENATE FILE 249 
3078 

Amend Senate File 249 as follows: 
2 1. Page 1, line 16, by inserting after the word 
3 "other" the following: "insurance and financial". 
4 2. Page 4, by inserting after line 33 the 
5 following: 
6 "Sec. Section 5l3B.13, Code 1999, is amended 
7 by adding-rhe following new subsection: 
8 NEW SUBSECTION. 15. The board of the Iowa small 
9 employer health reinsurance program, on an ongoing 

10 basis, shall review the program and make 
11 recommendations as to the continued cost effectiveness 
12 of the program to the commissioner, which 
13 recommendations may include proposed modifications or 
14 suspension of operation of the program. In making 
15 such a review, the board shall consider such factors 
16 as the population reinsured by the program, the 
17 premiums and assessments paid to the program, the 

Page 2 

18 number and percentage of carriers electing to utilize 
19 the program, health care reform measures implemented 
20 in the state, as well as other factors deemed relevant 
21 by the board. The commissioner, upon finding that the 
22 program is not cost effective, may make modifications 
23 to the program or suspend the operation of the program 
24 by rule." 

5 3. By renumbering as necessary. 

S-3078 FILED MARCH 16, 1999 

a.~ 
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1 Section 1. Section 505.17, Code 1999, is amended to read 

2 as follows: 

3 505.17 CONFIDENTIAL INFOR~ATION. 

4 If!.~o~!!::.a t i.2~re:-:~E9:~L..2.~?s.l.oc~lm~E..ts .. _l.!.ti 1 i ~~.d for the 
5 ~.rpose of I or in the course _of ~_i nv£::§.t i_~.::t..t.~on, regu)a t i..<?n, or 

6 ex...?mi_nation of .§in insu.rance c~~lf2any or insurance holding 

7 company, received by the division from some other governm~ntal 

8 ent iJ:.Lwhich t r~a~~~~h in..forma t i~n, records, and document~ 

9 as confid~nti31~~confid~.0tial ~~<L~J1a}:..L2:0t be . ..9isclosed 

10 QL the ..9..ivision an~_are not2':"1.Q.J~E.~ t~ subp!~I§_._§uch 

11 information, reco~gs, and documents do not constitute a public 

12 record under ch~pter 22. 

13 The disclosure of confidential information, administrative 

14 or judicial orders which contain confidential information, or 

15 information regarding other action of the division which is 

16 not a public record subject to disclosure, to other insurance 

17 and financial regulatory officials £rom-~h±~-or-other-s~a~e~ 
r 

18 may be permitted by the commissioner provided that those 

19 officials are subject to, or agree to comply with, standards 

20 of confidentiality comparable to those imposed on the 
21 commissioner. 

22 Sec. 2. Section 508B.l, subsection 6, Code 1999, is 

23 amended to read as follows: 

24 6. "Reorganized company" means the domestic stock life 

25 ±ft~tl~a"ee company into which a mutual company has been 

26 converted, converted and merged, or converted and 
27 consolidated. 

28 Sec. 3. Section 508B06, Code 1999, is amended to read as 
29 follows: 

30 508B.6 APPROVAL OF PLAN BY POLICYHOLDERS -- NOTICE OF 

31 ELECTION -- EFFECTIVE DATE. 

32 A£~e~-ehe-~laft-hBs-b~eft-appro~ed-by-~he-eomm±ss±oner-as 

33 prov±ded-±M-~~et±8n-5e8B77,-efte The plan of conversion shall 

34 be submitted to and shall not take effect until approved by 

35 two thirds of the policyholders of the mutual company voting 
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1 on the plan. Notice of a meeting for the purpose of voting on 

2 the conversion plan shall be provided by mail to each 
3 policyholder entitled to vote in accordance with the articles 

4 of incorporation or bylaws of the mutual company. Each 

S policyholder entitled to vote may cast one vote unless 

6 otherwise provided in the articles of incorporation or bylaws 

7 of the mutual company. Voting shall be by ballot, in person 

S or by proxy. A quorum shall consist of a quorum as defined in 

9 the articles of incorporation or bylaws of the mutual company. 

10 A copy of the plan of conversion, or a summary of the plan of 

11 conversion, shall accompany the notice of meeting and 

12 election. The notice of meeting may contain the notice of any 

13 planned public hearing. An approved plan of conversion shall 

14 take effect on the date specified in the plan. 

IS Sec. 4. Section SOSB.12, Code 1999, is amended to read as 

16 follows: 
17 SOSB.12 AMENDMENTS -- WITHDRAWAL. 
IS At any time before a~~ro~ai-o£-ehe-~iaft-o£ the conversionL 

19 afto if done pursuant to rules issued by the commissioner or as 

20 may otherwise be required by the commissioner, the board of 

21 directors of a mutual company may amend the conversion plan. 

22 An amendment to a conversion plan is subject to the prior 

23 approval of the commissioner. The board of directors of a 

24 mutual company may withdraw the plan of conversion at any time 

2S prior to the a~~ro~ai-o£-ehe-~iaft-o£ conversion. 
26 Sec. S. Section SOSB.13, Code 1999, is amended to read as 

27 follows: 
2S SOSB.13 PROHIBITIONS ON CERTAIN OFFERS TO ACQUIRE SHARES. 

29 Prior to and for a period of five years following the 

30 effective date of the conversion, and in the case of the plans 

31 of conversion specified in subsections 1 and 3 of section 

32 SOSB.3, five years following the date of distribution of 

33 consideration to the policyholders in exchange for their 

34 membership interests, a person, other than the reorganized 

3S company, other than an employee benefit plan or employee 

-2-



S.F. 241 H.F. 

1 benefit trust sponsored by th~ reorganized company, or as 

2 9therwise specifically provided for in the pla_~.2f .. conversion, 

3 shall not directly or indirectly acquire or offer to acquire 

4 the beneficial ownership of more than five percent of any 

5 class of voting security of the reorganized company, and a 

6 Eerson, other than the reorganized company or other than an 

7 employee benefit plan or employee benefit trust sponsored by 
8 the reorganized company, who aCquires five percent or more of 

9 any class of voting security of the reorganized company prior 

10 to the conversion or as specifically Rrovided for in the plan 

11 of conver~ion, shall not directly or indirectly acquire or 

12 offer to ac~uire the beneficial ownership_of additional voting 

13 securities of the reorganized company, unless the acquisition 

14 is made-~tt~~ttaft~-~o-a-piaft approved by the commissioner,-made 

15 pttr~ttaft~-~o-the-plaft-o£-eoftve~~±oft,-or-made-a£~e~-~he-±ft±e±al 
16 pttbl±e-o££er±ftg-£rom-a-broker-or-dealer-of-reg±s~ered 
17 seettr±~±es-w±eh-~he-seett~±~±es-aftd-exehaftge-eomm±~s±oft-a~-~he 

18 qtto~ed-pr±ee-oft-~he-da~e-o£-pttrehase as not being contrary to 

19 the interests of the policyholders of the reorganized co~any 

20 or i ts _~_ ife insurance company subsidiary'- and by thuoard of 

21 dif~ctors of the reorganized com~~. The commissioner and 
22 the board of directors may consider the factors set forth in 

23 section 490.1108. The provisions of section 521A.3, except 
24 subsection 4, paragraph "a"L shall be applicable to a proposed 
25 acquisition subject to this section. An approved plan of 

26 conversion may include a stock option plan. As used in this 

27 section, "beneficial ownership" means, with respect to a 

28 security, the sole or shared power to vote or direct the 

29 voting of the security or the sole power to dispose or direct 

30 the disposition of the security. 

31 Sec. 6. Section 508B.14, Code 1999, is amended to read as 
32 follows: 

33 508B.14 LIMITATION OF ACTIONS -- SECURITY FOR ATTORNEY 
34 FEES. 

35 The commissioner's order approving or disapproving a plan 
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1 of conversion shall be considered final agency action under 

2 chapter 17A. 

3 An action challenging the validity of a conversion plan, or 

4 any part of a conversion plan, shall not be commenced more 

5 than one hundred eighty days following the date of approval by 

6 the commissioner. 

7 

8 

9 

10 

The reorganized company 

court in such an action to 

attorney fees which may be 

action. The amount of the 

or a defendant may petition the 

give security for the reasonable 

incurred by any party to the 

security may be increased or 

11 decreased in the discretion of the court having jurisdiction 

12 if a showing is made that the security provided is or may 

13 become inadequate or excessive. 

14 Sec. 7. Section 511.28, Code 1999, is amended to read as 

15 follows: 

16 511.28 SERVICE OF PROCESS. 

17 Any notice or process, with three copies of the notice or 

18 process, may be mailed to the commissioner at Des Moines, 

19 Iowa, in a certified mail letter addressed to the commissioner 

20 by the commissioner's official title. The commissioner shall 

21 acknowledge service on behalf of the defendant foreign 

22 insurance company by writing, giving the date of receipt of 

23 the notice or process, and shall return the notice or process 

24 in a certified mail letter to the clerk of the court in which 

25 the suit is pending, addressed to the clerk by the clerk's 

26 official title, and shall also mail a copy, with a copy of the 

27 commissioner's acknowledgment of service written thereon, in a 

28 certified mail letter addressed to the person or corporation 

29 named or designated by such company in the written instrument. 

30 Notice or process received prior to i~-noon 10 a.m. shall be 

31 forwarded the same working day. Notice or process received 

32 after i~-noon 10 a~~ shall be forwarded the next working day. 

33 A fee of fifteen dollars must accompany the request for notice 

34 or process. 

35 Sec. 8. Section 513B.13, Code 1999, is amended by adding 
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1 the following new subsection: 

2 NEW SUBSECTION. 15. The board of the Iowa small employer 

3 health reinsurance program, on an ongoing basis, shall review __________ ....,=~T' ..... ~~_w-

4 the program and make recommendations aS,to the continued cost 

5 effectiveness c:! tl;.e ero2ram to .it:.~ commissioI1:r, which 

6 recommendations may include proposed modifications or _______ -.-:> __ ...,...."_~-.GII._el~_..,, .• ,.~ W"'ili, 

7 suspension of operation of the program. In making such a 
.... _."" "A'.r::*_ ..... -.r::·...lt"':':~·~:-·l-~...t'~-...:-...vN..,.~ 

8 review, the board shall consider such factors as the __________________ ~~_~~~ am _ ~ 

9 population reiEs~red.by th~uprogr~!, the premiums and 

10 assessments paid to the program, the number and percentage of 

11 carriers electing to utilize the ?ro9ram, health care reform 

12 measures implemented in the state, as well as other factors .-. 
13 deemed relevant by the board. The commissioner, upon finding . . 

14 that the program is not cost effective, may make modifications 
tar - . ., 

15 to the program or suspend the operation of the program by 

16 rule. 

17 Sec. 9. Section 5l3C.7, subsection 1, paragraph a, Code 

18 1999, is amended to read as follows: 

19 a. The individual is covered or is eligible for coverage 

20 under a health benefit plan provided by the individual's 

21 employer or is covered as the spouse or dependent of another 

22 individual covered or eligible for ~9~~~~ge under a health 

23 benefit plan pr~vided by that individual's employer. 

24 Sec. 10. Section 5l3C.7, subsection 4, paragraph b, Code 

25 1999, is amended to read as follows: 

26 b. A carrier or an organized delivery system shall waive 

27 any time period applicable to a preexisting condition 

28 exclusion or limitation period with respect to particular 

29 services in an individual health benefit plan for the period 

30 of time an individual was previously covered by qualifying 

31 previous coverage that provided benefits with respect to such 

32 services, provided that the qualifying previous coverage was 

33 continuous to a date not more than sixty-three days prior to 

34 the effective date of the new coverage. For purposes of this 

35 section, periods of coverage under medical assistance provided 

-5-
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1 pursuant to chapter 249A or Medicare coverage provided 

2 pursuant to Title XVIII of the federal Social Security Act 

3 shall not be counted with respect to the sixty-three day 

4 requirement. 

5 Sec. 11. Section 514B.4, subsection 2, Code 1999, is 

6 amended to read as follows: 

7 2. Has arrangements established in accordance with rules 

8 adopted by the commissioner for a continuous review of health 

9 care processes and outcomes. If a health maintenance 

10 organization is accredited by the national committee on 

11 quality assurance, or another accreditation entity approved by 

12 the commissioner, an external peer review under rules of the 

13 commissioner shall not be applicable. However, at the 

14 discretion of the commissioner, an on-site inspection of the 

15 health maintenance organization may be conducted. 

16 Sec. 12. Section 515.26, Code 1999, is amended to read as 

17 follows: 

18 515.26 DIRECTORS. 

19 The affairs of a company organized as provided by this 

20 chapter shall be managed by a number of directors, of not less 

21 than five nor more than twenty-one,-alt-o~-whom,-i~-ea~e-o~-a 

22 ~eoek-eom~a~y,-~hatt-be-~eoekhotder~,-or,-i~. In the case of 

23 a mutual company, all such directors shall be policyholders, 

24 or-be~ore-ehe-eomp6~y-~hatt-e~~eee-ift~~ra~ee,-be-~~b~eriber~ 

25 ~or-~eoek-or-£or-i~~~ra~ee-a~-ehe-ea~e-may-be. 

26 Sec. 13. Section 515.35, subsection 3, paragraph a, 

27 subparagraph (2), subparagraph subdivision (a), Code 1999, is 

28 amended to read as follows: 

29 (a) That the loan will be fully collateralized by cash, 

30 cash equivalents, or obligations issued or guaranteed by the 

31 United States or an agency or an instrumentality of the United 

32 States, and that the collateral will be adjusted as necessary 

33 each business day during the term of the loan to maintain the 

34 required collateralization in the event of market value 

35 changes in the loaned securities or collateral. 
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1 If the loan is fully collateralized by cash, the 

2 reinvestment of the cash may be made in either individual 

3 securities or a ~ooled fund comprised of individual 

4 securities. If such reinvestment is made in individual 

5 securilies, such securities must mature in less than ninety 

6 days. If such reinvestment is made in a pooled fund, the 

7 average maturity of the securities comprising such pooled fund 

8 must be less than ninety days. Individual securities and 

9 securities comprising the pooled fund shall be investment 

10 grade. 

11 Sec. 14. Section 515.74, Code 1999, is amended to read as 

12 follows: 

13 515.74 SERVICE OF PROCESS. 

14 Any notice or process, with three copies of the notice or 

15 process, may be mailed to the commissioner at Des Moines, 

16 Iowa, in a certified mail letter addressed to the commissioner 

17 by the commissioner's official title. The commissioner shall 

18 acknowledge service on behalf of the defendant foreign 

19 insurance company by writing, giving the date of receipt of 

20 the notice or process, and shall return the notice or process 

21 in a certified mail letter to the clerk of the court in which 

22 the suit is pending, addressed to the clerk by the clerk's 

23 official title, and shall also mail a copy, with a copy of the 

24 commissioner's acknowledgment of service written thereon, in a 

25 certified mail letter addressed to the person or corporation 

26 named or designated by such company in the written instrument. 

27 Notice or process received prior to ~~-noon 10 a.m. shall be 

28 forwarded the same working day. Notice or process received 

29 after ~~-noon 10 a.m. shall be forwarded the next working day. 

30 A fee of fifteen dollars must accompany the request for notice 

31 or process. 

32 Sec. 15. Section 518.2, Code 1999, is amended to read as 

33 fol'lows: 

34 518.2 ARTICLES -- APPROVAL. 

35 Baeh-stteh An organization shall present to the commissioner 
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1 of insurance for approval its articles of incorporationL which 

2 shall show its name, objects and purposes, the time and place 

3 of the annual meeting of the members, and the location of its 

4 principal place of business, and any subsequent amendments to 

5 its articles. The commissioner of insurance shall ~heft submit 

6 the articles of incorporation and any subsequent amendments to 

7 the articles to the attorney general for examination, and if 

8 found by the attorney general to be in accordance with the 

9 provisions of this chapter and the Constitution and the laws 

10 of the state, the attorney general shall certify such fact 

11 ~hereon on the articles of incorporation and on any amendments 

12 to the articles and return ~he-~8me-~o-~8±d them to the 

13 commissioner,-and-no-ar~±eie~. Articles of incorporation and 

14 amendments to the articles shall not be approved by the 

15 commissioner or recorded unless aeeom~an±ed-by-~~eh 

16 eer~±£±ea~e certified by the attorney general. 

17 Sec. 16. Section 518.17, Code 1999, is amended to read as 

18 follows: 

19 518.17 REINSURANCE. 

20 Any ~ county mutual insurance association may reinsure a 

21 part or all of its risks with any association operating under 

22 the provisions of this chapter, or with any other association 

23 or company licensed in this state and authorized to write the 

24 kinds of insurance enumerated in section 518.11. 

25 ~he-eomm±~~±oner-o£-±n~~raftee-may-req~±re-any-eo~n~y-m~~~ai 

26 ±n~~ranee-a~~oe±8~±on-~o-ob~a±n-~e±n~~raftee-eO~erage-a~ 

27 pro~±ded-£or-±n-~h±~-see~±on-±£-±~-ap~ear~-~o-~he-eomm±ss±oner 

28 o£-±n~~r8nee-~h8~-~he-~er±i~-±n~~red-89a±ns~-8nd-~he-ei8~se~ 

29 o£-proper~±e~-±n~~red-may-~er±o~~iy-endanger-~he-£±n8ne±ai 

30 po~±~±on-o£-~he-8s~oe±8~±on-8nd-~he-~ee~r±~y-o£-±~~-members. 

31 Reinsurance sufficient to protect the financial stability 

32 of the state mutual association is also required. Reinsurance 

33 coverage obtained by a county mutual insurance association 

34 shall not expose the association to a loss of more than 

35 fifteen percent from surplus in any calendar year. The 
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1 commissioner of insurance may require additional reinsurance 

2 if necessary to protect the policyholders of the association. 

3 Sec. 17. Section 518.25, Code 1999, is amended to read as 

4 follows: 

5 518.25 SURPLUS. 

6 An association organized under this chapter shall at all 

7 times maintain a surplus of not less than fifty thousand 

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

9 in force, whichever is greater. Re±nsuranee-su££±e±ene-eo 

10 proeeee-ehe-£±nane±al-seab±l±ey-o£-ehe-eompany-±s-also 

11 reqtl±red.--Phe-±nstlranee-eomm±ss±oner-may-requ±re-add±e±onal 

12 re±nstlranee-±£-neeessary-ee-proeeee-ehe-pol±eyholders-o£-ehe 

13 eompany.--An-assoe±ae±on-atlehor±zed-eo-eransaee-bus±ness-±n 

14 eh±s-seaee-be£ore-auly-l,-l999,-shall-meee-eh±s-requ±remene 

15 noe-laeer-ehan-atlly-l,-l993. 
16 Sec. 18. NEW SECTION. 5l8A.1A PLAN OF ORGANIZATION. 

17 An entity seeking to organize as or convert to a state 

18 mutual insurance association shall submit a plan of 

19 organization to the commissioner for approval. 

20 Sec. 19. Section 5l8A.8, Code 1999, is amended by striking 

21 the section and inserting in lieu thereof the following: 

22 5l8A.8 ARTICLES -- APPROVAL. 

23 An organization shall present to the commissioner of 

24 insurance for approval its articles of incorporation, which 

25 shall show its name, objects, and purposes, the time and place 

26 of the annual meeting of the members, and the location of its 

27 principal place of business, and any subsequent amendments. 

28 The commissioner shall submit the articles of incorporation 

29 and any subsequent amendments to the articles to the attorney 

30 general for examination, and if found by the attorney general 

31 to be in accordance with the provisions of this chapter and 

32 the Constitution and the laws of this state, the attorney 

33 general shall certify such fact on the articles of 

34 incorporation and on any amendments to the articles and return 

35 them to the commissioner. Articles of incorporation and 
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1 amendments to the articles shall not be approved by the 

2 commissioner or recorded unless certified by the attorney 

3 general. 

4 Sec. 20. Section 5l8A.37, Code 1999, is amended to read as 

5 follows: 

6 518A.37 SURPLUS~ 

7 An association organized under this chapter shall at all 

S times maintain a surplus of not less than one hundred thousand 

9 dollars, or one-tenth of one percent of the gross property 

10 risk in force, whichever is greater. Reift~tl~aftee-~tlffieieft~ 

11 to-prot~et-tne-finafteial-~tability-of-tne-eompafty-i~-also 

12 reqtlired7--~ne-±n~tlr~ftee-eOmfflissione~-may-reqtlir~-add±t±oftal 

13 re±n~tlranee-±f-n~eessary-~o-prot~et-tne-pol±eynolde~~-of-tn~ 

14 eompanY7--An-as~oeiation-atl~no~±z~d-to-t~an~ae~-btl~±ne~~-±n 

15 ~n±~-~ta~~-before-dtlly-t,-±9ge,-~nall-mee~-tn±~-reqtli~emen~ 

16 not-lat~~-tnaft-dtlly-l,-±99z7 

17 Sec. 21. Section 51SA.44, Code 1999, is amended by 

IS striking the section and inserting in lieu thereof the 

19 following: 

20 51SA.44 REINSURANCE. 

21 A state mutual insurance association may reinsure a part or 

22 all of its risks with any association operating under the 

23 provisions of this chapter, or with any other association or 

24 company licensed in this state and authorized to write the 

25 kinds of insurance enumerated in section 51SA.1. 

26 Reinsurance sufficient to protect the financial stability 

27 of the state mutual association is required. Reinsurance 

28 coverage obtained by an association shall not expose the 

29 association to a loss of more than fifteen percent from 

30 surplus in any calendar year. The commissioner of insurance 

31 may require additional reinsurance if necessary to protect the 

32 policyholders of the association. 

33 Sec. 22. Section 519.11, Code 1999, is amended to read as 

34 follows: 

35 519.11 LIABILITY TO ASSESSMENTS. 
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1 The provisions as to maximum liability of members to 

2 assessments when assets are insufficient and to assessments 

3 when the corporation is insolvent, found in sections 5l8A.9, 

4 5i8A.i8, and 518A.14, e~d-5±8A.~8, shall apply to all mutual 

5 insurance corporations organized under ~he-p~ov~~io~~-o£ this 

6 chapter. 

7 Sec. 23. Section 910.1, subsections 3 and 5, Code 1999, 

8 are amended to read as follows: 

9 3. "Pecuniary damages" means all damages ~o-~he-ex~e~~ 

10 whether or not paid by an insurer, which a victim could 

11 recover against the offender in a civil action arising out of 

12 the same facts or event, except punitive damages and damages 

13 for pain, suffering, mental anguish, and loss of consortium. 

14 Without limitation, "pecuniary damages" includes damages for 

15 wrongful death and expenses incurred for psychiatric or 

16 psychological services or counseling or other counseling for 

17 the victim which became necessary as a direct result of the 

18 criminal activity. 

19 5. "Victim" means a person who has suffered pecuniary 

20 damages as a result of the offender's criminal activities. 

21 However,-£or-pttrposes-o£-~his-ehap~er,-a~-in~ttrer-i~-~O~-ft 

22 vietim-a~d-doe5-~Ot-heve-e-ri~h~-o£-~ttbro~etio~~ The erime 

23 vie~im-eompeft~atio~-pfo~ram-i~-no~-a~-i~~ttrer-£or-pttrpo~e~-o£ 

24 thi~-ehapter7-and-~he right of subrogation provided by section 

25 915.92 does not prohibit restitution to the crime victim 

26 compensation program. 

27 Sec. 24. Sections 518A.I0, 5l8A.13, 5l8A.17, and 518A.28, 

28 Code 1999, are repealed. 

29 

30 

31 

32 

33 

34 

35 
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1 Amend Senate File 249, as amended, passed, and 
2 reprinted by the Senate, as follows: 
3 1. Page 11, by striking lines 7 through 26. 
4 2. By renumbering as necessary. 

By HOFFMAN of Crawford 
H-1434 FILED APRIL 6, 1999 
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HOUSE AMENDMENT TO 

SENATE FILE 249 
S-3329 

1 Amend Senate File 249, as amended, passed, and 
2 reprinted by the Senate, as follows: 
3 1. Page 11, by striking lines 7 through 26. 
4 2. By renumbering as necessary. 

S-3329 FILED APRIL 8, 1999 
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St:NATE FILE 249 

AN ACT 

RETJA7ING TO '!'EE C?E~ATION AND ~F.GC;"A7:0N OF INS0RANCE COM­

PANIES, INCL~D:~G THE 7REAT~?~T OF CER7A:N CONf:~EN7:AL 

;NP'ORl'.A'l'ION BY THE C8~!o\:SSIONER, '::HE OPERA7:0N OF C=~':A:N 

TYPES OF INS:JRANCS COI~PANIES, AN::> THE R:GHTS AND ~UT:SS 

OF :NSU~ANCE COMPANIES :JNDER CERTA~N POLICIES :SS0ED IN 

THIS STATE. 

BE IT ENACTED BY THE GEN~RA!J ASS~~BLY OF THE STATE OF IOWA: 

Section 1. Section 505.17, Code 1999, is amended to read 

as :ollows: 

505.17 CONFI::>ENTIAL !NFORMAT:ON. 

Infor:naL,on, records, and docur.1ents utilized for the 

E!!.!..1~~?~ __ of, or :n_~':!.!! __ course of, investigation, reculation, or 

examinati~D~_insural"cce co~ny or insurance holdi!!S 

company, ... _~ceived)~y_the:.. d:visic'1 from some other _governmental 

,entity whict', treats suc': __ inforr.-,ation, records, and_documents 

as confidential, are confidential and s,;,!a)l no~ be di~closed 

by the division and are not sub;ec~ to su~ena. Such 

infor:nation, records, and documents do not constitute a public 

~~ under chapter 22. 

The disclosure of confidential information, administrative 

or judicial orders which contain confidential information, or 

information regarding other action 0: che division which is 

not a p"blic record subject to disclosure, to other insurance 

a~d fin~~cia~ regulatory officials f~em-~"±~-e~-e~~~~-~t8~~S 

may be permitted by the commissioner provided that those 

officials are subject to, or agree to comply with, s~andards 

of confidentiality comparable to those imposed on the 

commissioner. 

Sec. 2. Section SOBB.I, subsection 6, Code 1999, is 

amended to read as :0110ws: 
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6. "Reorga~ized co:r.?a~y" means the do::testic stock %~f@ 

±n~~~ane@ company into which a mutual company has been 

converted, conver~ed and merged, cr converted and 

consolidat"d. 

Sec. 3. Section 50BB.6, Code ~999, is ame~cec to :ead as 

~o11ows: 

50BB.6 A?PROVAL OF ?LAN 9Y POLICYHOLDERS -- NO~ICE OF 

ELECTION -- EFFECT~VE DATE. 

Af~~r-tne-pta~-na~-b@@n-apprey@d-by-tn~-eo~~~~~~o~@r-as 

p~oy±d~d-~~-~@et~on-5e8B~~7-~n~ The plan of convers:on shall 

be submitted to and sha:l not ta~e e~:ect until approved by 

two tnirds of the pollcyholders of the mutual company voting 

on the plan. Not~ce of a meeting for the purpose of voting on 

the conversion plan shall be provided by mail to each 

policyho:der entitled to vote in accordance with the articles 

of incorporation or bylaws of the mutual company. Each 

policyholder entit:ed to vote may cast one vo~e un:ess 

otherwise provided in the articles of incorporation or bylaws 

of the :nutual company. Voting shall be by ballot, in person 

or by proxy. A quorum shall consist of a quorum as defined in 

the articles of incorporation or bylaws of the mutua: company. 

A copy of the p11n of conversion, or a summary of the plan of 

conversion, shall accompany the notice of meeting and 

election. The notice of meeting may contain the notice of any 

p:anned public hearing. An approved plan of conversion shall 

take effect on the date specified in the plan. 

Sec. 4. Section 50BB.~2, Code :999, is ame~ded to read as 

follows: 

50B8.12 AMENDMENTS -- WITHDRAWAL. 

At any time before epproYa±"'of-tne-p'!:an-ef ~he conversion.!. 

end if done pursuant to rules issued by the co~~issioner ~ 

~.9therwise be r~auired by the cClmmiss~oner, the board of 

direc~ors of a :nu:ual company ~ay amend the convers:on plan. 

~n a.men~ent to a conversicn plal}~~ub ie~to th~r)or 

~rova~,9f the conmissi..9!ler. The board of directors of a 

mutual company may withdraw the plan of conversion at any time 

prior to the app~o~a%-of-~ne-p%an-of conversion. 

CJ) 

" N 
~ 
(0 
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Sec. 5. Section 5083.13, Code ~999, is ame~ded to read as 

follows: 
50B!!.13 PROHIBITIONS ON CER!AIN OFFERS ':'0 ACQCJIRE SHARES. 

Prior to and f~r a period of five years fol:'owing the 
effective date of the conversion, and in the case of the p~ans 

of conversion specified in subsections:' and 3 of section 

508B.3, five years following the date of distribution of 

consideration to the policyholders in exchange for their 

membership interests, a person, Qther_~!1~!, the reorgal~.I_zed 

company, other than an emp:.oyee benefit plan or employee 

benefit trust soonsored by the reorganized company, or as 

otherwise specUica:ly provided for in the plan of conversion, 

sha:l not directly or indirectly acquire or offer to acquire 

the beneficial ownerShip of more than five percent of any 

class of voting security of the reorganized company, and a 

person, other than ~he reorganized company or other than an 

employee benefit p:an or employee benefit trust sponsored by 

the reo£95nized company, who acquires five Dercent or more of 

any class of voting security of the reorganized company prior 

to the conver~ion or as specifically provided for in the p:.an 

of conversion, shai: ~ot directly or indi~ect:y acquire or 

offer ~o acquire the beneficial ownership of additional voting 

securities of the reoroanized comoany, unless the acquisition 

is m8de-~tl~Stl8ne-eO-8-~ian approved by the commissioner,-made 

ptlrstlane-eo-~he-~~8n-of-eonyersion7-o~-m8de-after-ehe-i"ie~8i 

ptlbiie-offerin9-froM-a-b~oker-er-deeier-of-re9~see~ed 

seetl~ieies-with-ehe-seetl~ities-8nd-exe~ange-eo~ission-at-the 

qtloeed-p~iee-on--ehe-d8~e-O~-~tlrehase as not being contrary to 

the incerestE~f the 20:icy~o:~~rs of the reorganized company 

or its :ife insurance compa~y_subsidiary and by the bO~Id of 

di_rectors of Jhe reorgan:'zed cO~Dany. The com::I:'ssioner and 

the board of dir~ctors ~ay consid~r tr.e factors set forth in 

sec_0_'2.~~.9 .1 :~_ The Drov~~~on_~~l_~.ection 521A. 3, e~cept 

§..',!.b§ec_t,l..Q.l1_.iJ .. j>aragraDh "a~l~~icable to a proposed 

acguisiti9'!..5ubject to. th:'s section. An approved plan 91. 

conversion may include a stock option plan. As used in this 
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section, "beneficia! ownership" ~eans, with respect :0 a 

security, the sole or shared power to vote or di~ec: the 

voting of the security or the sale power to dispose or direct 
the disposition of the security. 

Sec. 6. Section 508B.14, Code :999, is amended to read as 
follows: 

508B.14 LIMI~ATION OF ACTIONS -- SECURITY FOR A:~QRNEY 

FEES. 

~he comnissioner' s order ~~n~or dl~Drovi~_~ olan 

of conversion shall be considered final agency actio~ ~nder 
chapter 17A. 

An action challenging the validity of a conversion plan, or 

any part of a conversion plan, shall not be commenced ~ore 

than one hundred eighty days following the date of ap?rova~ by 

the commissioner. 

The reorganized company or a defendant may petition the 
court in such an action to give security for the reasonable 

attorney fees which may be incurred by any party :0 the 
action. The amount of the security may be increased or 
decreased in the discretion of the court having jurisdiction 
if a showing is made that the security provided is or ~ay 

become inadequate or excessive. 

Sec. 7. Section 511.28, Code 1999, is amended to read as 
follows: 

511.28 SERVICE OF PROCESS. 

Any notice or process, with three copies of the notice or 

process, may be ma;led to the commissioner at Des Mo:~es, 

Iowa, in a certif:ed mail letter addressed to the co~issioner 

by the commissioner's official title. The commissioner shall 

acknowledge service on behalf of the defendant foreign 

i~surance company by writing, giving the date of rece~pt of 

the notice or process, and shall return the notice or process 

in a certified mail le:ter to the clerk of the court :n which 

the suit is pending, addressed to the clerk by the clerk's 

official title, and shall also ma:: a copy, with a copy of the 

commissioner's acknowledgment of serv:ce written there~~, in a 
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certified ~ail ~etter addressed ~o the perso~ or corporat!on 

named or designated by such company in :he written instru~e~t. 

Notice or process received prior ~o %~-noon ~O a.~. sha~l be 

forwarded the same wor~i~g day. Notice or process received 

after ~~-noon ~9_~ shall be torwarded the next WOC~l~g day. 

A fee of fiftee:: dollars must acco:!1pa~y the request for ~otice 
or process. 

Sec. 8. Section 513B.13, Code 1999, is amended by adding 
the following new subsection: 

~EW SUBSEC~ION. 15. The board of the Iowa small employer 

health reinsurance program, on a~ ongoi~g basis, sha:l review 

the program and make recommendations as to the continued cost 
effectiveness of the program to the commissioner, which 

recOlrlT1endations ~ay include pro;>osed modificat!ons or 

suspension of operation of the ;>rogram. :n making such a 

review, the board shall consider such factors as the 

popUlation reinsured by the program, the premiums and 

asse~sments paid to the program, the number and percentage of 

carriers e~ec~ing to uti:ize the program, health care reform 

measures implemented in the state, as well as other factors 

dee~ed re:evant by the board. The commissioner, upon finding 

that the pr~gram is not cost effective, may make modifications 
to the program or suspend the cperation of the program by 
rule. 

Sec. 9. Section 513C.7, subsection 1, paragraph a, Cede 
1999, is amended to read as fo~:ows: 

a. The individual is covered or is eligible for coverage 

under a health benefit plan prow_jed by t~e individual's 

e~ployer or is covered as ~he soc~se or dependent of another 

indi',>id,",_a_~_covered or_ eligibl~ __ ~or coverage under a hea.:.th 

!>ene~:_t-E.La.l!....2.!:.?Yigec by that :~.d:'v:d~a:'s employer. 

Sec. ~O. Section 513C.7, s~bsection 4, paragraph b, Code 
1999, is amended to read as fol:o~s: 

b. A carrier or an organized delivery system shall waive 
any time period applica~le to a preexisting condition 

exclusion or limitation period ~:th respect to particular 
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services in an individual health benefit p':'an for the period 

of ti~e an individual was previo~sly covered by qualifying 

previo~s coverage that provideci benefits with respect to such 

services, provided that the qualifying previous coverage was 

continuous to a date not more than sixty-three days prior to 

the effective date of the ~ew coverage. Fcr purposes of this 

section, periods of cover~~under medical assistance provided 

pursuant to chapter 249A or Medicare coverage provided 

pursuant to Title XVII! of the federal Social Security Act 

sha~: ~ot be coul~ted with res2ect to the sixty-three day 
requirement. 

Sec. Section 514B.4, subsection 2, Code 1999, is 
amended to read as follows: 

2. Has arrangements established in accordance with r~!es 

adopted by the commissioner for a continuous review of health 

care processes and outcomes. If a health maintenance 

organization is accredited by the national co~mittee on 

auality assurance, or another accreditation entity approved by 

the co~missioner, an external peer review.. u~der rules of the 
corrunissioner shall ~ot be applicable. Eowe'Eer, at the 

discretion of the commissioner, a~ on-site inspection of the 
health maintenance organization may be conducted. 

Sec. 12. Section 515.26, Code 1999, is amended to read as 
foliows: 

515.26 DIRECTORS. 

The affairs of a company organized as provided by this 

chapter shall be managed by a number of directors, of not less 

tha~ five nor lTIore thar. twenty-or.e7-e%i-oe-whomT-~"-ea~e-oe-e 

~eoek-eompenYT-Sha%%-be-~eoekho~ee~ST-o~7-±n~_~~ case of 

a mutual company, all such directors shall be policyholdersT 

o~-oeeo~e-~he-eom~e"y-sha±l-eefeee-~n~~~aneeT-be-s~b~e~~bers 

€or-~eoek-o~-eo~-~"~~renee-e~-ehe-ee~e-~ey-be. 

Sec. 13. Section 515.35, subseccion 3, paragraph a, 

subparagraph (2), subparagraph subdivision :a), Code 1999, is 
amended to read as follows: 
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(al That the loan will be fu~ly collateralized by cash, 

cash equivalents, or cbligations issued or guaranteed by the 

United Stat~s or an agency or an i~strumenta:ity of the ~nited 

States, and that the collateral will be adjusted as necessary 

each business day during the term of the loan to maintain the 

required collateralization in the event of market value 

changes in the loaned securities or collateral. 

:f the loan is fully collatera~ized by cash, the 

reinvestment of the cash may be made in either individual 

securities or a pooled fund comprised of ~ndividual 

securit~e9, If such reinvestment is made in individual 

securities, such securities must mature in less than !1.inety 

~ If such reinvestment is made in a cooled fund, the 

average maturity of the securities conprising such pooled bnd 

must be less than ninety days. Individual securities and 

securities comprising the pooled fund shall be irovestment 

grade. 

Sec. 14. Section 515.74, Code 1999, is amended to read as 

follows: 

515.74 SERVICE OF PROCESS, 

Any notice or process, with three copies of the notice or 

process, may be mailed to the corrmissioner at Des Moines, 

Iowa, in a certified mail letter addressed to the commissioner 

by the commissioner's of:icial title. The commissioner shall 

acknowledge service on behalf of the defendant foreign 

insurance company by writing, giving the date of receipt of 

the notice or process, and shall return the notice or process 

in a certified mail letter to the clerk of the court in which 

the suit is pending, addressed to the c:erk by the clerk's 

official title, and shall also mail a copy, with a copy of the 

commissioner's acknowledgment of service written thereon, in a 

Certified mai~ letter addressed to the person or corporation 

named or designated by such company in the written instrument. 

Notice or process received prior to ii-noen 10 a.m. shall be 

forwarded the same working day. Notice or process received 

after ii-noon 10 a.~ shall be forwarded the next working day. 
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A fee of fifteen dollars must accompany the request for ~otice 

or process. 

Sec. 15. Section 518.2, Code :999, is ~~ended ~o read as 

follows: 

518.2 AR~ICLES -- APPROVAL. 

B8e~-Stte~ An organization shall present to the commissioner 

of insurance for ~proval its articles of inccrporation~ which 

shall show its name, objects and purposes, the time and p"ace 

of the annual meeting of the members, and the ~ocation of its 

principal place of business, and any subsegue!1t amendments to 

its articles. The commissioner of insurance shall ~~en submit 

the artic:es of incorporation and any sUbseguent aToendments to 

the articles to the attorney general for ex~.:na::?n, and if 

found by the attorney general to be in accordance with the 

provisions of this chapter and the Constitution and the laws 

of the state, the attorney general shall certify such fact 

~~epeon on the ar~icles of ~ncorooration and on any anendments 

to the articles and return ~~~-s8me-~o-s8±d them to the 

commissionerT-8nd-no-8P~±eies. Articles of incorporation and 

amendments to the articles shall ~o~ be approved by the 

commissioner or recorded unless 8e~omp8n±~d-~y-stteh 

e~p~±f±e8~e certified by the attorney general. 

Sec. 16. Section 518.17, Code 1999, is amended to read as 

follows: 

518.17 REINS0RANCE. 

Any ~ county mutual insurance association may reinsure a 

part or all of its risks with any association operating under 

the proviSions of this chapter, or with any other association 

or company licensed in this state and authorized to write the 

kinds of insurance enumerated in section 518.11. 

'he-eemm±ss±onep-of-±~SttP8nee-m8y-reqtt±r~-8ny-eettn~y-mtt~tt81 

±nstt~8ne~-8~see±8~±on-~e-obt8±"-p~~"Sttr8"ee-eov~r8g~-85 

p~ev±d~d-f~r-ift-~his-s~et~on-±f-±~-8ppears-~o-~h~-eomffii~s±en~r 

of-~~Sttr8Me~-~~8t-t~e-p~ri±s-±nstt~ed-8g8~"S~-8Mo-tne-e~ass~s 

of-prop~p~ies-±MSttr~d-may-s~r±ottsiy-e"d8Mg~P-th~-~in8Me±a% 

pesi~±on-of-~~e-8sS0e±8t±on-8nd-~h~-seettr~~y-of-its-m~mb~~s. 
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Reinsurance sufficient to protect the financial stability 
of the state mutual association is also required. Reinsurance 

coverage obtained by a county mutual insurance association 

shall not expose the association to a loss of more than 
fifteen percent from surplus in any calendar year. The 

commissioner of insurance may require additional reinsurance 

if necessary to protect the policyholders of the association. 

Sec. 17. Section 518.25, Code 1999, is amended to read as 

follows: 
518.25 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. Reins~renee-s~££ieient-to 

protect-the-finene~al-stability-o£-the-eompafty-is-also 

req~ired~--fhe-insttranee-eommissioner-may-reqttire-additional 

reinsttranee-i£-neeessary-to-protect-the-polieyholders-of-the 
companY7--Aft-aSsoeiatioft-a~thorized-to-transaet-b~siness-in 

this-state-be£ore-attly-1T-1999T-shell-meet-this-reqttirement 
ftot-later-than-a~ly-1T-1993T 

Sec. 18. NEW SECTION. 518A.IA PLAN OF ORGANIZATION. 

An entity seeking to organize as or convert to a state 

mutual insurance association shall submit a plan of 

organization to the commissioner for approval. 

Sec. 19. Section 518A.8, Code 1999, is amended by striking 

the section and inserting in lieu thereof the following: 

5l8A.8 ARTICLES -- APPROVAL. 

An organization shall present to the commissioner of 
insurance for approval its articles of incorporation, which 

shall show its name, objects, and purposes, the time and place 

of the annual meeting of the members, and the location of ita 

principal place of business, and any subsequent amendments. 

The commissioner shall submit the articles of incorporation 

and any subsequent amendments to the articles to the attorney 
general for examination, and if found by the attorney general 

to be in accordance with the provisions of this chapter and 
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the Constitution and the laws of this state, the attorney 

general shall certify such fact on the articles of 

incorporation and on any amendments to the articles and return 

them to the commissioner. Articles of incorporation and 
amendments to the articles shall not be approved by the 

commissioner or recorded unless certified by the attorney 

general. 

Sec. 20. Section 518A.37, Code 1999, is amended to read aa 
follows: 

518A.37 SURPLUS. 

An association organized under this chapter shall at all 

times maintain a surplus of not less than one hundred thousand 
dollars, or one-tenth of one percent of the gross property 

risk in force, whichever is greater. Reifts~raftee-s~EEieiene 

to-proteet-the-Einancial-stabiiity-o£-the-company-is-also 

req~iredT--~he-ins~ranee-eommissioner-may-reqttire-edditionai 

reinsHranee-i£-neeessery-to-proteet-the-pelieyhoiders-of-the 

eompanYT--Aft-associatioft-a~thorized-to-transeet-bHsiness-in 

thi8-seete-beEore-a~ly-1T-1999T-sheli-meet-this-reqHiremane 

noe-laeer-than-attly-1T-199~T 

Sec. 21. Section 518A.44, Code 1999, is amended by 

striking the section and inserting in lieu thereof the 
following: 

518A.44 REINSURANCE. 

A state mutual insurance association may reinsure a part or 

all of its risks with any association operating under the 

provisions of this chapter, or with any other association or 

company licensed in this state and authorized to write the 
kinds of insurance enumerated in section 51SA.l. 

Reinsurance sufficient to protect the financial stability 

of the state mutual association is required. Reinsurance 

coverage obtained by an association shall not expose the 
association to a loss of more than fifteen percent from 

surplus in any calendar year. The cornnlissioner of insurance 

may require additional reinsurance if necessary to protect the 
policyholders of the 8s~ociation. 
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Sec. 22. Section 519.11, Code 1999, is amended to read as 

follows: 

519.11 LIABILITY TO ASSESSMENTS. 

The provisions as to maximum liability of members to 

assessments when assets are insufficient and to assessments 

when the corporation is insolvent, found in sections 518A.9, 

5i6A.i9, and 518A.14, 8ftd-5i8A.~8, shall apply to all mutual 

insurance corporations organized under the-pro~i~ioft~-o£ this 

chapter. 

Sec. 23. Sections S18A.10, S18A.13, 5l8A.17, and S18A.28, 

Code 1999, are repealed. 
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