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1 An Act relating to the operation and regulation of insurance 

2 companies, mutual insurance associations, benevolent 

3 associations, health maintenance organizations, and other 

insurance or risk-assuming entities, including the rights and 

duties of such entities and the powers and authority of the 

6 insurance commissioner. 
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S.F. H.F. 

i 
. 1 ---. Section 1. Section 87.4, unnumbered paragraph 2, Code 

i 2 1999, is amended to read as follows: 

3 A self-insurance association formed under this section and 

. 4 an association comprised of cities or counties, or both, or 

5 community colleges as defined in section 260C.2 or school 

6 corporations, or both, or other political subdivisions, which 

7 have entered into an agreement under chapter 28E for the 

8 purpose of establishing a self-insured program for the payment 

19 of workers' compensation benefits are exempt from taxation 

10 under section 432.1. 

11 Sec. 2. Section 87.4, unnumbered paragraph 4, Code 1999, 

12 is amended to read as follows: 

13 A self-insured program for the payment of workers' 

14 compensation benefits established by an association comprised 

15 of cities or counties, or both, or community colleges, as 

16 defined in section 260C.2, or other political subdivisions, 

17 which have entered into an agreement under chapter 28E, is not 

18 insurance, and is not subject to regulation under chapters 505 

19 through 523C. Membership in such an association together with 

20 payment of premiums due relieves the member from obtaining 

21 insurance as required in section 87.1. Such an association is 

22 not required to submit its plan or program to the commissioner 

23 of insurance for review and approval prior to its 

24 implementation and is not subject to rules or rates adopted by 

25 the commissioner relating to workers' compensation group self-

26 insurance programs. Such a program is deemed to be in 

27 compliance with this chapter. 

28 Sec. 3. Section 505.8, subsection 5, Code Supplement 1999, 

29 is amended by striking the subsection. 

30 Sec. 4. Section 505.8, Code Supplement 1999, is amended by 

31 adding the following new subsection: 

32 NEW SUBSECTION. 7. The commissioner shall adopt rules 

33 protecting the privacy of information held by an insurer or an 

34 agent consistent with the federal Gramm-Leach-Bliley Act, Pub. 

35 L. No. 106-102. 
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1 Sec. 5. NEW SECTION. 505.23 HEARINGS. 

2 If an evidentiary hearing is conducted in a proceeding 

3 pursuant to sections s08B.7, sI5G.7, 521A.3, or s21A.14, or in 

4 a proceeding with respect to a merger or consolidation 

5 pursuant to chapter 521, the proceeding is a contested case 

6 subject to chapter 17A. 

7 Sec. 6. Section 508.4, Code 1999, is amended to read as 

8 follows: 

9 508.4 APPROVAL OF AMENDMENTS. 

10 All amendments to ~Heh-ar~~ele~-aftd-ameftdmeft~~-herea£~er 

11 made-~o the articles of incorporation of companies already 

12 organized under the laws of this state shall be approved in 

13 like manner. 

14 A company shall file with the commissioner bylaws and 

15 subsequent amendments to such bylaws within thirty days of the 

16 adoption of such bylaws and amendments. 

Sec. 7. Section 508B.3, unnumbered paragraph 1, Code 1999, 

is amended to read as follows: 

19 A plan of conversion shall ftO~ be Hft£a~r-or-~fteqH~~abie 

20 fair and equitable to policyholders. A plan of conversion is 

21 ftO~-Hft£a~r-or-~fteqH~~abie fair and equitable if it satisfies 

22 the conditions of subsections 1, 2, or 3. The commissioner 

23 may determine ~ha~ whether any other plan proposed by a mutual 

24 company is ftO~-Hft£a~r-or-~fteqH~~abie fair and equitable to its 

25 policyholders. 

26 Sec. 8. Section 50BB.4, Code 1999, is amended to read as 

27 follows: 

28 50BB.4 ELIGIBLE POLICYHOLDERS PARTICIPATION. 

29 The policyholders who are entitled to notice of and to vote 

30 upon approval of a plan of conversion and entitled to notice 

31 of a public hearing are the policyholders whose policies or 

32 contracts are in force on the date of adoption of the plan of 

33 conversion. Each policyholder whose policy has been in force 

for at least one year prior to the date is entitled to the 

consideration, if any, provided for the policyholder in the 
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1 plan based on the policyholder's membership interest 

2 determined pursuant to this chapter, but only ~o-~he-ex~eft~ 

3 ~ha~ if the policyholder's membership interest arose from 

4 po!~e~e~-o~-eoft~~ae~~ a policy or contract in force on the 

5 effective date of the conversion and wh~eh-we~e-~ft-£o~ee such 

6 membership interest has been held continuously for at least 

7 one year prior to the date of adoption of the plan. For this 

8 purpose, any changes in status of, or premiums in excess of 

9 those required on the policies or contracts occurring or made 

10 after the date one year prior to the date of adoption of the 

11 plan shall be disregarded. 

12 Sec. 9. Section 508B.7, Code 1999, is amended to read as 

13 follows: 

14 508B.7 REVIEW OF PLAN BY COMMISSIONER -- HEARING 

15 AUTHORIZED -- APPROVAL. 

16 The commissioner of insurance shall review the plan. The 

17 commissioner shall approve the plan if the commissioner finds 

18 the plan complies with all provisions of law, the plan is ftO~ 

19 ttft£a~~-o~-~fteqtt~~ab!e fair and eguitable to the mutual company 

20 and its policyholders, and that the reorganized company will 

21 have the amount of capital and surplus deemed by the 

22 commissioner to be reasonably necessary for its future 

23 solvency. The commissioner may order a hearing on the 
24 fairness and equity of the terms of the plan after giving 

25 written notice of the hearing to the mutual company, its 

26 policyholders, and other interested persons, all of whom have 

27 the right to appear at the hearing. Costs incurred in 

28 connection with the notice shall be paid by the company. 

29 Sec. 10. Section 508B.9, unnumbered paragraph 1, Code 

30 1999, is amended to read as follows: 

31 When the commissioner and the policyholders approve the 

32 conversion plan as provided in this chapter, the commissioner 

33 shall issue a new certificate of authority to the reorganized 

34 company effective on the effective date ~pee~£~ea of the 

35 conversion as provided in the plan. The reorganized company 
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1 is a continuation of the mutual life insurance company and the 

2 conversion shall not annul or modify any of the mutual 

3 company's existing suits, contracts, or liabilities except as 

4 provided in the approved conversion plan. All rights, 

5 franchises, and interests of the mutual company in and to 

6 property, assets, and other interests shall be transferred to 

7 and shall vest in the reorganized company and the reorganized 

8 company shall assume all obligations and liabilities of the 

9 mutual company. 

10 Sec. 11. Section 508B.14, unnumbered paragraph 2, Code 

11 Supplement 1999, is amended to read as follows: 

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

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

14 than one-htlndred-ei9h~y thirty days following the date of 

15 approval by the commissioner, unless an application for 

16 rehearing is filed pursuant to section 17A.16, subsection 2. 

If an application for rehearing is filed, then such action 

must be filed within thirty days after that application is 

19 denied or deemed denied or, if the application is granted, 

20 within thirty days after the issuance of the commissioner's 

21 final decision on rehearing. 

22 Sec. 12. NEW SECTION. 5l2A.lO AMENDMENTS TO ARTICLES AND 

23 BYLAWS. 

24 1. An organization shall present to the commissioner of 

25 insurance for approval its articles of incorporation and any 

26 subsequent amendment. The commissioner shall submit the 

27 articles of incorporation and any subsequent amendment to the 

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

29 general to be in accordance with this chapter, and the 

30 constitution and laws of the state, the attorney general shall 

31 certify such fact on the articles of incorporation or 

32 amendment and return the articles or amendment to the 

33 commissioner. Articles of incorporation or an amendment to 

the articles shall not be approved by the commissioner or 

recorded unless certified by the attorney general. 

-4-
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1 2. The directors of a benevolent association shall have 

2 the authority to enact such bylaws and regulations not 

3 inconsistent with law as they consider necessary for the 

4 regulation and conduct of the business. A change in the 

5 bylaws shall not limit coverage under existing certificates. 

6 A benevolent association shall file with the commissioner 

7 bylaws and amendments to the bylaws within thirty days of 

8 adoption of such bylaws or amendments. 

; 9 Sec. 13. Section 5l3B.2, subsections 2, 13, and 15, Code 

10 1999, are amended to read as follows: 

11 2. "Base premium rate" means, for each class of business 

12 as to a rating period, the lowest premium rate charged or 

13 which could have been charged under a rating system for that 

14 class of business, by the small employer carrier to small 

15 employers w±eh-~±m±ler-ee~e-ehereeeer±~e±e~ for health 

16 insurance plans with the same or similar coverage. 

17 13. "Index rate" means for each class of business for 

18 small employers w±eh-~±m±ler-ea~e-ehereeeer±~e±e~ the average 

19 of the applicable base premium rate and the corresponding 

20 highest premium rate. 

21 15. "New business premium rate" means, for each class of 

22 business as to a rating period, the lowest premium rate 

23 charged or offered by the small employer carrier to small 

24 employers w±eh-s±m±ler-ee~e-eharaeeer±~e±es for newly issued 

25 health insurance coverages with the same or similar coverage. 

26 Sec. 14. Section 513C.IO, subsection 6, Code 1999, is 

27 amended to read as follows: 

28 6. Rates for basic and standard coverages as provided in 

29 this chapter shall be determined by each carrier or organized 

30 delivery system as the averege-o£ product of a basic and 

31 standard factor and the lowest rate available for issuance by 

32 that carrier or organized delivery system adjusted for rating 

33 characteristics and benefits end-ehe-max±mttm-raee-allowable-by 

34 law-a£eer-ed;tt~emene~-£or-reee-ehareeeer±~e±e~-end-bene£±es. 

35 Basic and standard factors shall be established annually by 
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1 the Iowa individual health benefit reinsurance association 

2 board with the approval of the commissioner. Multiple basic 

3 and standard factors for a distinct grouping of basic and 

4 standard policies, may be established. A basic and standard 

5 factor is limited to a minimum value defined as the ratio of 

6 the average of the lowest rate available for issuance and the 

7 maximum rate allowable by law divided by the lowest rate 

8 available for issuance. A basic and standard factor is 

9 limited to a maximum value defined as the ratio of the maximum 

10 rate allowable by law divided by the lowest rate available for 

11 issuance. The maximum rate allowable by law and the lowest 

12 rate available for issuance is determined based on the rate 

13 restrictions under this chapter. However, to maintain 

14 assessable loss assessments at or below one percent of total 

15 health insurance premiums or payments as determined in 

16 accordance with subsection 10, the Iowa individual health 

benefit reinsurance association board with the approval of the 

commissioner may increase the value for any basic and standard 

19 factor greater than the maximum value and with the approval of 

20 the commissioner may increase cost sharing provisions 

21 including, but not limited to, basic and standard plan 

22 deductibles, coinsurance, or copayments. 

23 Sec. 15. Section 514.3, Code 1999, is amended to read as 

24 follows: 

25 514.3 APPROVAL BY COMMISSIONER. 

26 The articles of incorporation, and any subsequent 

27 amendments, of ~tteh ~ corporation shall have endorsed ~hereoft 

28 on or annexed ~here~o to the approval of the commissioner of 

29 insurance before the same shall be filed for record. A 

30 corporation shall file with the commissioner bylaws and 

31 subsequent amendments to the bylaws within thirty days of the 

32 adoption of the bylaws and amendments. 

33 Sec. 16. Section 514.4, unnumbered paragraph 7, Code 1999, 

is amended by striking the paragraph. 

Sec. 17. NEW SECTION. 514B.3A APPROVAL BY COMMISSIONER 
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1 AND ATTORNEY GENERAL. 

,2 The articles of incorporation, and any subsequent 

13 amendment, of a corporation shall have endorsed on or annexed 

4 to such articles or amendment the approval of the commissioner 

5 of insurance and the attorney general before filing for 

6 record. A corporation shall file with the commissioner bylaws 

;7 and subsequent amendments to the bylaws within thirty days of 

i 8 the adoption of the bylaws and amendments. 
; 

, 9 Sec. 18. Section 5l4B.24, unnumbered paragraph 1, Code 

10 1999, is amended to read as follows: 

11 The commissioner shall make an examination of the affairs 

12 of 8ftY ~ health maintenance organization and its providers as 

13 often as the commissioner deems necessary for the protection 

14 of the interests of the people of this state, but not less 

15 frequently than once every ~hree five years. 

16 Sec. 19. NEW SECTION. 5l4B.25A INSOLVENCY PROTECTION --

17 ASSESSMENT. 

18 1. Upon a health maintenance organization or organized 

19 delivery system authorized to do business in this state and 

20 licensed by the director of public health being declared 

21 insolvent by the district court, the commissioner may levy an 

22 assessment on each health maintenance organization or 

23 organized delivery system doing business in this state and 

24 licensed by the director of public health, as applicable, to 

25 pay claims for uncovered expenditures for enrollees. The 

26 commissioner shall not assess an amount in anyone calendar 

27 year which is more than two percent of the aggregate premium 

28 written by each health maintenance organization or organized 

29 delivery system. 

30 2. The commissioner may use funds obtained through an 

31 assessment under subsection 1 to pay claims for uncovered 

32 

33 

34 

35 

expenditures 

organization 

costs. The 

manner, and 

for enrollees of an insolvent health maintenance 

or organized delivery system and administrative 

commissioner, by rule, may prescribe the time, 

form for filing claims under this section. The 
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1 commissioner may require claims to be allowed by an ancillary 

2 receiver or the domestic receiver or liquidator. 

3 3. a. A receiver or liquidator of an insolvent health 

4 maintenance organization or organized delivery system shall 

5 allow a claim in the proceeding in an amount equal to 

6 uncovered expenditures and administrative costs paid under 

7 this section. 
8 b. A person receiving benefits under this section for 

9 uncovered expenditures is deemed to have assigned the rights 

10 under the covered health care plan certificates to the 

11 commissioner to the extent of the benefits received. The 

12 commissioner may require an assignment of such rights by a 

13 payee, enrollee, or beneficiary, to the commissioner as a 

14 condition precedent to the receipt of such benefits. The 

15 commissioner is subrogated to these rights against the assets 
16 of the insolvent health maintenance organization or organized 

delivery system that are held by a receiver or liquidator of a 

foreign jurisdiction. 

19 c. The assigned subrogation rights of the commissioner and 

20 allowed claims under this subsection have the same priority 

21 against the assets of the insolvent health maintenance 

22 organization or organized delivery system as those claims of 

23 persons entitled to receive benefits under this section or for 

24 similar expenses. in the receivership or liquidation. 
25 4. If funds assessed under subsection 1 are unused 
26 following the completion of the liquidation of an insolvent 

27 health maintenance organization or organized delivery system, 

28 the commissioner shall distribute the remaining amounts, if 

29 such amounts are not de minimis, to the health maintenance 

30 organizations or organized delivery systems that were 

31 assessed. 

32 5. The aggregate coverage of uncovered expenditures under 

33 this section shall not exceed three hundred thousand dollars 

with respect to one individual. Continuation of coverage 

shall cease after the lesser of one year after the health 

-8-
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1 maintenance organization or organized delivery system is 

2 terminated by insolvency or the remaining term of the 

3 contract. The commissioner may provide continuation of 

4 coverage on a reasonable basis, including, but not limited to, 

5 continuation of the health maintenance organization or 

6 organized delivery system contract or substitution of 

7 indemnity coverage in a form as determined by the 

8 commissioner. 

9 6. The commissioner may waive an assessment of a health 

10 maintenance organization or organized delivery system if such 

11 organization or system is impaired financially or would be 

12 impaired financially as a result of such assessment. A health 

13 maintenance organization or organized delivery system that 

14 fails to pay an assessment within thirty days after notice of 

15 the assessment is subject to a civil forfeiture of not more 
16 than one thousand dollars for each day the failure continues, 

17 and suspension or revocation of its certificate of authority. 

18 An action taken by the commissioner to enforce an assessment 

19 under this section may be appealed by the health maintenance 

20 organization or organized delivery system pursuant to chapter 

21 17A. 
22 Sec. 20. Section 515.2, Code 1999, is amended to read as 

23 follows: 
24 515.2 ARTICLES --' APPROVAL 

25 Each such organization shall present to the commissioner of 

26 insurance its articles of incorporation, which shall show its 

27 name, objects, location of its principal place of business, 

28 and amount of its capital stock, who shall submit it to the 

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

30 general to be in accordance with the provisions of this title, 

31 the laws of the United States, and the Constitution and laws 

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

33 thereon and return the same to said commissioner, and no 

34 articles shall be approved by the commissioner or recorded 

35 unless accompanied with such certificate. A company shall 
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1 file with the commissioner bylaws and subsequent amendments to 

2 the bylaws within thirty days of the adoption of the bylaws 

3 and amendments. 

4 Sec. 21. Section 515.47, subsection 6, Code 1999, is 

5 amended by striking the subsection. 

6 Sec. 22. Section 5l5B.2, subsection 5, Code 1999, is 

7 amended to read as follows: 

8 5. "Insurer" means an insurer licensed to transact 

9 insurance business in this state under either chapter 515 or 

10 chapter 520, either at the time the policy was issued or when 

11 the insured event occurred. It does not include county or 

12 state mutual a~ses~men~ insurance associations licensed under 

13 chapter 518 or chapter 5l8A, or fraternal beneficiary 

14 societies, orders, or associations licensed under chapter 

15 512B, or corporations operating nonprofit service plans under 

16 chapter 514, or life insurance companies or life, accident, or 

health associations licensed under chapter 508, or those 

professions under chapter 519. 

19 Sec. 23. Section 5l5F.3, subsection 6, Code 1999, is 

20 amended to read as follows: 

21 6. Insurance written by a county mutual assessmen~ 

22 insurance association as provided in chapter 518A. 

23 Sec. 24. Section 5l5G.7, Code 1999, is amended to read as 

24 follows: 

25 5l5G.7 REVIEW OF PLAN BY COMMISSIONER -- HEARING 

26 AUTHORIZED -- APPROVAL. 

27 The commissioner of insurance shall review the plan. The 

28 commissioner shall approve the plan if the commissioner finds 

29 the plan complies with all provisions of law, the plan is no~ 

30 ttnEa±r-or-±neqtt±~abie fair and equitable to the mutual insurer 

31 and its policyholders, and that the reorganized company will 

32 have the amount of capital and surplus deemed by the 

33 commissioner to be reasonably necessary for its future 

solvency. The commissioner may order a hearing on the 

fairness and equity of the terms of the plan after giving 

-10-
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1 written notice of the hearing to the mutual insurer, and its 

2 policyholders, all of whom have the right to appear at the 

3 hearing. 

4 Sec. 25. Section 5l5G.14, unnumbered paragraph 1, Code 

5 1999, is amended to read as follows: 

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

i 7 any part of a conversion plan, shall not be commenced more 
I 
I 8 than thirty days following the date of approval by the 

9 commissioner, unless an application for rehearing is filed 

10 pursuant to section 17A.16, subsection 2. If an application 

11 for rehearing is filed, then such action must be filed within 

12 thirty days after that application is denied or deemed denied 

13 or, if the application is granted, within thirty days after 

14 the issuance of the commissioner's final decision on 

15 rehearing. 

16 Sec. 26. Section 518.7, Code 1999, is amended to read as 

17 follows: 

18 518.7 OFFICERS AND DIRECTORS -- ELECTION. 

19 Officers or directors shall be elected in the manner and 

20 for the length of time prescribed in the articles of 

21 incorporation. The same person shall not simultaneously hold 

22 the offices of president and secretary. A director shall be a 

23 member of the association. 

24 Sec. 27. Section 518.8, Code 1999, is amended to read as 

25 follows: 

26 518.8 BYLAWS. 

27 The directors of the association shall have the authority 

28 to enact such bylaws and regulations not inconsistent with law 

29 as they consider necessary for the regulation and conduct of 

30 the business. No change in the bylaws shall have the effect 

31 of limiting coverage under existing policies of insurance. An 

32 association shall file with the commissioner bylaws and 

33 subsequent amendments to the bylaws within thirty days of the 

34 adoption of the bylaws and amendments. 

35 Sec. 28. NEW SECTION. 518.l3A ASSESSMENTS PROHIBITED. 

-11-
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1 An association doing business under this chapter shall not 

2 levy an assessment on any member of the association. 

3 Sec. 29. Section 51B.17, Code Supplement 1999, is amended 

4 to read as follows: 

5 5lB.17 REINSURANCE. 

6 A county mutual insurance association may reinsure a part 

7 or all of its ~±~k~ coverages written pursuant to this chapter 

8 with any an association operating under tfte-~~ov±~±on~-o£ this 

9 chapter, or with any other association or company licensed in 

10 this state and authorized to write the kinds of insurance 

11 enumerated in section 51B.ll. 

12 Reinsurance sufficient to protect the financial stability 

13 of the state mutual association is also required. Reinsurance 

14 coverage obtained by a county mutual insurance association 

15 shall not expose the association to a-io~~ losses from 

16 coverages written pursuant to this chapter of more than 

fifteen percent from surplus in any calendar year. The 

commissioner of insurance may require additional reinsurance 

19 if necessary to protect the policyholders of the association. 

20 Sec. 30. Section 51B.23, Code 1999, is amended to read as 

21 follows: 

22 51B.23 CANCELLATION OF POLICIES. 

23 1. CANCELLATION BY INSURED. Any A policy shall be 

24 canceled at any time at the request of the insured upon the 

25 return of the policy to the home office of the association, 

26 and the payment of all premium charges against such policy;-o~ 

27 by-the-a~~oc±at±on-bY-9±v±n9-£±ve-day~i-not±ce-o£-~HCft 

2B caneeiiat±on. SHeh-~e~v±ce 

29 2. CANCELLATION BY ASSOCIATION. 

30 a. Except as provided in paragraph "b", notice of 

31 cancellation is not effective unless mailed or delivered by 

32 the association to the named insured at least twenty days 

33 before the effective date of cancellation. 

b. Notice of cancellation resulting from nonpayment of a 

premium or installment provided for in the policy, or provided 
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1 for in a note or contract for the payment of such premium or 

2 installment, is not effective unless mailed or delivered by 

3 the association to the named insured at least ten days prior 

4 to the date of cancellation. 

5 c. If a notice of cancellation under paragraph "a" or "bIt 

6 fails to include the reason for such cancellation, the 

7 association, upon receipt of a timely request by the named 

,8 insured, shall provide in writing the reason for the 

9 cancellation. 

10 3. NONRENEWAL BY ASSOCIATION. A notice of intention not 

11 to renew is not effective unless mailed or delivered by the 

12 insurer to the named insured at least thirty days prior to the 

13 expiration date of the policy. If the reason does not 

14 accompany the notice of nonrenewal, the association, upon 

15 receipt of a timely request by the named insured, shall 

16 provide the reason for the nonrenewal in writing. 

17 4. NOTICE. Service of notice under sUbsection 2 or 3 may 

18 be made in person, or by mailing such notice by certified mail 

19 deposited in the post office and directed to the insured at 

20 the insured's post office address as given in or upon the 

21 policy, or to such other address as the insured shall have 

22 given to the association in writing. A post office department 

23 receipt of certified or registered mail shall be deemed proof 

24 of receipt of such notice. If in either case the cash 

25 payments shall exceed the amount properly chargeable, the 

26 excess wi!! shall be refunded to the insured upon the 

27 surrender of the policy to the association at its home office. 

28 Sec. 31. Section S18A.6, Code 1999, is amended to read as 

29 follows: 

30 S18A.6 OFFICERS -- ELECTION. 

31 Officers or directors shall be elected in the manner and 

32 for the length of time prescribed in the articles of 

33 incorporation or bylaws. The same person shall not 

34 simultaneously hold the offices of president and secretary. A 

35 director shall be a member of the association. 
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1 Sec. 32. NEW SECTION. 5l8A.6A BYLAWS. 

2 The directors of the association may enact the bylaws and 

3 regulations not inconsistent with law as they consider 

4 necessary for the regulation and conduct of the business. A 

5 change in the bylaws shall not limit coverage under existing 

6 policies of insurance. An association shall file with the 

7 commissioner bylaws and amendments to bylaws within thirty 

8 days of adoption. 

9 Sec. 33. Section 518A.7, Code 1999, is amended to read as 

10 follows: 

11 5l8A.7 POLICIES -- ISSUANCE -- CONDITIONS. 

12 No A state mutual as~essmene insurance association shall 

13 not issue policies until at least one hundred twenty-five 

14 applications have been received in any class as shown by 

15 section 5l8A.l, representing the following amount of 

16 insurance: Classes one, two, three, and five, two hundred 

fifty thousand dollars each; class four, one hundred thousand 

dollars, and no-eotlney-mtletlal-a~se~~mene-assoe±ae±on-~hall 

19 ±s~tle-pol±e±es-tlne±l-appl±eae±on~-for-±nstlranee-eo-ehe-amotlne 

20 of-f±fey-ehotlsand-dollars-represene±n9-ae-lea~e-f±fey 

21 appl±eanes-have-been-reee±ved,-and-no ~ application for 

22 insurance during the period of organization shall not exceed 

23 two percent of the amount required for organization, or after 

24 one year of organization, one percent of the total insurance 

25 in force, any reinsurance taking effect simultaneously with 

26 the policy being deducted in determining such maximum single 

27 risk. 

28 Sec. 34. Section 5l8A.9, Code 1999, is amended by striking 

29 and inserting in lieu thereof the following: 

30 518A.9 PREMIUM CHARGES. 

31 An association, by action of its board of directors, may 

32 establish premium charges for the purpose of payment of losses 

33 and expenses and for the establishment or maintenance of a 

reserve fund. 

A policy shall stand suspended if any default is made in 

-14-
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~l the payment of any premium on or before the date specified in 
I 

[2 a written notice requiring the payment of such premium and 

·3 mailed to the insured and directed to the insured's last known 

4 address not less than thirty days prior to such suspension 

5 date. The notice shall specify the amount and due date of the 

6 premium. The association is not liable for any loss occurring 

i 7 during such period of suspension. 

8 Sec. 35. NEW SECTION. 5l8A.9A ASSESSMENTS PROHIBITED. 

9 An association doing business under this chapter shall not 

10 levy an assessment on any member of the association. 

11 Sec. 36. Section 5l8A.12, subsection 1, paragraphs a and 

12 c, Code 1999, is amended to read as follows: 

13 a. This section applies to the investments of state mutual 

14 e8~~81~y-a~~e~~me~~ insurance associations. 

15 c. Financial terms relating to state mutual ea~~al~y 

16 a~~e~~me~~ insurance associations have the meanings assigned 

17 to them under statutory accounting methods. Financial terms 

18 relating to companies other than state mutual ea~~al~y 

19 8~~e~~me~~ insurance associations have the meanings assigned 

20 to them under generally accepted accounting principles. 

21 Sec. 37. Section 5l8A.18, Code 1999, is amended to read as 

22 follows: 

23 5l8A.18 ANNUAL REPORT. 

24 An association doing business under this chapter ~hall, on 

25 or before March 1 of each year, repor~-~o-~he-eomm±~~±o~er-o£ 

26 ±~~~r8~ee-~he-£ae~~-req~±red-o£-dome~~±e-±~~~r8~ee-eomp8~±e~ 

27 orga~±z±~g-~~der-eh8p~er-5~57-wh±eh-8re-8ppl±e8ble-~o-~h±~ 

28 eh8p~er.--~he~e-repor~~ shall prepare under oath and file with 

29 the commissioner of insurance an accurate and complete 

30 statement of the condition of the association as of the last 

31 day of the preceding calendar year. The statement shall 

32 conform to the annual statement blank prepared pursuant to 

33 instructions prescribed by the commissioner. All financial 

34 information reflected in the annual report shall be kept and 

35 prepared pursuant to accounting practices and procedures 
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1 prescribed by the commissioner. Statements filed with the 

2 commissioner pursuant to this section shall be tabulated and 

3 published by the commissioner of insurance in the annual 

4 report of insurance. 

5 Sec. 38. Section 5l8A.29, Code 1999, is amended by 

6 striking the section and inserting in lieu thereof the 

7 following: 

8 5l8A.29 CANCELLATION BY ASSOCIATION -- NOTICE. 

9 1. CANCELLATION BY INSURED. A policy shall be canceled at 

10 any time at the request of the insured upon the return of the 

11 policy to the home office of the association and the payment 

12 of all premium charges against such policy. 

13 2. CANCELLATION BY ASSOCIATION. 

14 a. Except as provided in paragraph "b", notice of 

15 cancellation is not effective unless mailed or delivered by 

16 the association to the named insured at least twenty days 

before the effective date of cancellation. 

b. Notice of cancellation resulting from nonpayment of a 

19 premium or installment provided for in the policy, or provided 

20 for in a note or contract for the payment of such premium or 

21 installment, is not effective unless mailed or delivered by 

22 the association to the named insured at least ten days prior 

23 to the date of cancellation. 

24 c. If a notice of cancellation under paragraph "a" or "b" 

25 fails to include the reason for such cancellation, the 

26 association, upon receipt of a timely request by the named 

27 insured, shall provide the reason for the cancellation in 

28 writing. 

29 3. NONRENEWAL BY ASSOCIATION. A notice of intention not 

30 to renew is not effective unless mailed or delivered by the 

31 insurer to the named insured at least thirty days prior to the 

32 expiration date of the policy. If the reason does not 

33 accompany the notice of nonrenewal, the association, upon 

receipt of a timely request by the named insured, shall 

provide in writing the reason for the nonrenewal. 

-16-
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1 4. NOTICE. Service of notice under subsection 2 or 3 may 

2 be made in person, or by mailing such notice by certified mail 

3 deposited in the post office and directed to the insured at 

4 the insured's post office address as given in or upon the 

5 policy, or to such other address as the insured shall have 

6 given to the association in writing. A post office department 

I 7 receipt of certified or registered mail shall be deemed proof 

: 8 of receipt of such notice. If in either case the cash 

9 payments exceed the amount properly chargeable, the excess 

10 shall be refunded upon the surrender of the policy to the 

11 association at its home office. 

12 Sec. 39. Section 518A.35, Code 1999, is amended to read as 

13 follows: 

14 5l8A.35 ANNUAL TAX. 

15 E~ery ~ state mutual insurance association doing business 

16 under this chapter shall on or before the first day of March, 

17 each year, pay to the director of the department of revenue 

18 and finance, or a depository designated by the director, a sum 

19 equivalent to two percent of the gross receipts from premiums, 

20 assessmeftes, and fees,-aftd-prom±ssory-obl±gae±ofts for business 

21 done within the state, including all insurance upon property 

22 situated in the state without including or deducting any 

23 amounts received or paid for reinsurance exeepe-ehae-afty~ 

24 However, a company reinsuring windstorm or hail risks written 

25 by county mutual associations shall-be is required to pay a 

26 two percent tax on the gross amount of reinsurance premiums 

27 received upon such risks, but after deducting the amount 

28 returned upon canceled policies and rejected applications 

29 covering property situated within the state, and dividends 

30 returned to policyholders on property situated within the 

31 state. 

32 Sec. 40. Section 518A.44, Code Supplement 1999, is amended 

33 to read as follows: 

34 5l8A.44 REINSURANCE. 

35 A state mutual insurance association may reinsure a part or 
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1 all of its r±~k~ coverages written pursuant to this chapter 

2 with afty an association operating under ~fte-pro~±~±Oft~-Of this 

3 chapter, or with any other association or company licensed in 

4 this state and authorized to write the kinds of insurance 

5 enumerated in section 5lSA.l. 

6 Reinsurance sufficient to protect the financial stability 

7 of the state mutual insurance association is required. 

S Reinsurance coverage obtained by an association shall not 

9 expose the association to a-io~~ losses from coverages written 

10 pursuant to this chapter of more than fifteen percent from 

11 surplus in any calendar year. The commissioner of insurance 

12 may require additional reinsurance if necessary to protect the 

13 policyholders of the association. 

14 Sec. 41. Section 5lSA.52, Code 1999, is amended to read as 

15 follows: 

51SA.52 FORM -- APPROVAL. 

The form of all policies, applications, agreements, and 

endorsements modifying the provisions of policies, and all 

19 permits and riders used in this state, issued or proposed to 

20 be issued by a state mutual ea~ttai~y-a~~e~~meft~ insurance 

21 association doing business in this state under ~fte-pro~±~±oft~ 

22 Of this chapter, shall first be examined and approved by the 

23 commissioner of insurance. 

24 Sec. 42. Section 51SA.53, Code 1999, is amended to read as 

25 follows: 

26 51SA.53 FAILURE TO FILE COPY. 

27 Upon the failure of a state mutual ea~ttai~y-a~~e~~meft~ 

2S insurance association to file a copy of its forms of policies 

29 or contracts pursuant to section 51SA.52, the commissioner of 

30 insurance may suspend its authority to transact business 

31 within the state until such forms of policies or contracts 

32 have been filed and approved. 

33 Sec. 43. Section 51SA.54, Code 1999, is amended to read as 

follows: 

51SA.54 DISAPPROVAL OF FILINGS. 
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1 If the commissioner finds that a filing does not meet the 

:2 requirements of this chapter, written notice of disapproval 

3 shall be sent to the state mutual e8~tt81~y-8~~e~~meft~ 

4 insurance association specifying in what respect the filing 

5 fails to meet the requirements of this chapter and stating 

6 that the filing is not effective. If a filing is disapproved 

.7 by the commissioner, the association may request a hearing on 

,8 the disapproval within thirty days. The association bears the 

9 burden of proving compliance with the standards established by 

10 this chapter. 

11 If, at any time after a form has been approved, the 

12 commissioner finds that the form no longer meets the 

13 requirements of this chapter, the commissioner may order the 

14 discontinuance of the use of the form. The order of 

15 discontinuance shall be in writing and may be issued only 

16 after a hearing with at least ten days' prior notice to all 

17 state mutual e8~tt81~y-8~~e~~meft~ insurance associations 

18 affected by the order. The order shall state the grounds upon 

19 which the order is based and when the order of discontinuance 

20 is effective. 

21 Sec. 44. Section 5l8A.55, Code 1999, is amended to read as 

22 follows: 

23 5l8A.55 CERTIFICATE SUSPENSION. 

24 The commissioner of insurance may suspend a state mutual 

25 e8~tt81~y-8~~e~~men~ insurance association's certificate of 

26 authority to do business if the association neglects or fails 

27 to comply with this chapter. 

28 Sec. 45. Section 519.10, Code 1999, is amended to read as 

29 follows: 

30 519.10 POWERS OF COMMISSIONER. 

31 The commissioner of insurance shall have and exercise the 

32 same control over such corporations as the commissioner now 

33 has over state mutual 8~~e~~meft~ insurance associations 

34 organized and doing business under chapter 5l8A. 

35 Sec. 46. Section 519.11, Code Supplement 1999, is amended 
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1 to read as follows: 

2 519.11 LIABILITY TO ASSESSMENTS. 

3 The provisions as to maximum liability of members to 

4 assessments when assets are insufficient and to assessments 

5 when the corporation is insolvent, found in ~ee~ion~ section 

6 518A.9 end-5t8A.t4, shall apply to all mutual insurance 

7 corporations organized under this chapter. 

8 Sec. 47. Section 521E.1, subsection 4, paragraph e, Code 

9 1999, is amended to read as follows: 

10 e. A state mutual ea~ttat~y-a~~e~~men~ insurance 

11 association organized under chapter 518A. 

12 Sec. 48. Section 522.3, unnumbered paragraph 3, Code 1999, 

13 is amended by striking the unnumbered paragraph. 

14 Sec. 49. Section 573.3, Code 1999, is amended by adding 

15 the following new unnumbered paragraph: 

NEW UNNUMBERED PARAGRAPH. A public corporation, with 

respect to a public improvement which is or has been 

competitively bid or negotiated, shall not require a 

19 contractor to procure a bond, as required under section 573.2, 

20 from a particular insurance or surety company, agent, or 

21 broker. 

22 Sec. 50. Sections 51SA.ll, 51SA.14, 5l8A.15, 518A.30, 

23 518A.3l, and 5l8A.32, Code 1999, are repealed. 

24 EXPLANATION 

25 This bill amends provisions relating to the regulation of 

26 insurance entities in this state. 

27 Code section 87.4 is amended to exempt cities, counties, 

28 community colleges, and political subdivisions that establish 

29 a program of self-insurance for workers' compensation 

30 insurance from regulation by the insurance division. 

31 Code section 505.S is amended by striking the requirement 

32 that the commissioner annually prepare a report identifying 

33 the premium volume of nonqualified insurance annuities issued 

by domestic insurance companies doing a volume of at least 

$5,000,000 per annum. 
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1 Code section 505.B is amended to require the commissioner 

2 to adopt rules protecting the privacy of information held by 

3 an insurer or an agent consistent with federal legislation. 

4 New Code section 505.23 is created and provides that if an 

5 evidentiary hearing is conducted in certain proceedings, the 

6 proceeding is a contested case subject to Code chapter 17A. 

7 Code section 50B.4 is amended to require that a life 

B insurance company incorporated under Iowa law must file its 

9 bylaws and any amendments to such bylaws within 30 days of the 

10 adoption of such bylaws and amendments. 

11 The bill amends provisions of Code chapter 50BB relating to 

12 the conversion of a mutual life insurance company to a stock 

13 life insurance company. The bill provides that such plan of 

14 conversion must be fair and equitable to policyholders. 

15 Currently, such plan is not to be unfair or inequitable to 

16 policyholders. The bill provides that the commissioner is to 
17 review the plan and make a finding that the plan is fair and 

IB equitable to the mutual company and its policyholders, rather 

19 than a finding that the plan is not unfair or inequitable. 

20 The bill provides that a new certificate of authority to a 

21 reorganized company is effective on the effective date of the 

22 conversion as provided in the plan of conversion. Currently, 

23 such certificate is effective on the date specified in the 

24 plan of conversion. The bill also reduces the time within 
25 which a person may commence an action challenging a conversion 

26 under Code chapter 50BB from IBO days to 30 days, unless an 

27 application for rehearing is filed. The bill provides that if 

2B an application for rehearing is filed, then such action 

29 challenging the conversion must be filed within 30 days after 

30 that application is denied or deemed denied or, if the 

31 application is granted, within 30 days after the issuance of 

32 the commissioner's final decision on rehearing. 

33 New Code section 512A.IO is created and requires a 

34 benevolent association to file its articles of incorporation 

35 and amendments to the articles with the commissioner for 
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1 approval. The Code section also requires a benevolent 

2 association to file its bylaws and amendments to the bylaws 

3 with the commissioner within 30 days of adoption. 

4 Code section 513B.2 is amended by striking, for purposes of 

5 determining premium rates for a class of business, the use 

6 small employers with similar case characteristics. 

7 Code section 513C.lO is amended to provide that rates for 

8 basic and standard health care coverages are to be determined 

9 as a product of a basic and standard factor and the lowest 

10 rate available for issuance by an insurance carrier or 

11 organized delivery system. The section is also amended to 

12 provide for the manner in which basic and standard factors are 

13 to be determined. 
14 Code section 514.3 is amended and provides that a nonprofit 

health service corporation must file its bylaws and any 

amendments to such bylaws within 30 days of the adoption of 

such bylaws and amendments. 

Code section 514.4 is amended to strike language 

19 prohibiting a corporation from reimbursing or compensating a 

20 director of a nonprofit health service corporation who is a 

21 provider or a subscriber more than per diem plus necessary and 
22 actual expenses for attendance at a meeting of the board of 

23 directors. 

24 New Code section 514B.3A is created and provides that the 

25 articles of incorporation of a health maintenance organization 

26 be approved by both the commissioner and the attorney general. 

27 The new Code section also requires a health maintenance 

28 organization to file its bylaws and any amendments to such 

29 bylaws within 30 days of the adoption of such bylaws and 
30 amendments. 

31 Code section 5l4B.24 is amended to increase the maximum 

32 time which a health maintenance organization may go without 

33 examination by the commissioner from three to five years. 

New Code section 514B.25A is created and establishes an 

assessment mechanism in the event that a health maintenance 
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1 organization or an organized delivery system is found to be 

2 insolvent. 

3 Code section 515.2 is amended and provides that an 

4 insurance company, other than a life insurance company, must 

5 file its bylaws and any amendments to such bylaws within 30 

6 days of the adoption of such bylaws and amendments. 

7 Code section 515.47 is amended by striking a provision 

I 8 which requires mutual companies or associations organized or 

9 doing business under Code chapter 515 to hold as a reserve for 

10 unearned premiums an amount equal to at least 40 percent of 

11 the aggregate gross premiums written in all policies in force 

12 less deductions for reinsurance. 

13 The bill amends provision of Code sections 5l5G.7 and 

14 5l5G.14 relating to the conversion of 

15 casualty insurance company to a stock 

16 insurance company. The bill provides 

17 to review the plan and make a finding 

a mutual 

property 

that the 

that the 

property and 

and casualty 

commissioner 

plan is fair 

18 and equitable to the mutual insurer and its policyholders, 

19 rather than a finding that the plan is not unfair or 

20 inequitable. The bill also provides that if an application 

21 for rehearing is filed after the commissioner approves the 

is 

22 conversion, then an action challenging the conversion must be 

23 filed within 30 days after that application is denied or 

24 deemed denied or, if the application is granted, within 30 

25 days after the issuance of the commissioner's final decision 

26 on rehearing. 

27 Code section 518.7 is amended and requires that a director 

28 of a county mutual insurance association also be a member of 

29 such association. 

30 Code section 518.8 is amended and provides that a county 

31 mutual insurance association must file its bylaws and any 

32 amendments to such bylaws within 30 days of the adoption of 

33 such bylaws and amendments. 

34 New Code section 5l8.l3A is created and prohibits a county 

35 mutual insurance association from levying an assessment on 
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1 members of the association. 

2 Code section 518.17 is amended to provide that reinsurance 

3 obtained by a county mutual insurance association will cover 

4 losses incurred only from coverages written under Code chapter 

5 518. 

6 Code section 518.23 is amended and provides the manner for 

7 cancellation and nonrenewal of a policy issued by a county 

8 mutual insurance association. 

9 Code section 518A.6 is amended and requires that a director 

10 of a state mutual insurance association also be a member of 

11 such association. 

12 New Code section 5l8A.6A is created and authorizes the 

13 directors of a state mutual insurance association to adopt 

14 bylaws and regulations necessary for the regulation and 

conduct of business, and requires that the bylaws and 

amendments to the bylaws be filed with the commissioner within 

}O days of adoption. 

18 Code sections 515B.2, 515F.3, 518A.7, 518A.12, 518A.35, 

19 518A.52, 518A.53, 518A.54, 518A.55, 519.10, and 521E.l are 

20 amended to conform to the change in the name of the 

21 association from mutual casualty assessment insurance 

22 association to the state mutual insurance association. 

23 Code section 518A.9 is rewritten and strikes the authority 

24 of a state mutual insurance association to assess members of 

25 the association and authorizes the association to establish 

26 premium charges for the purpose of payment of losses and 

27 expenses and the establishment or maintenance of a reserve 

28 fund. The Code section also provides for the suspension of a 

29 policy for nonpayment of premium. 

30 New Code section 518A.9A is created and prohibits a state 

31 mutual insurance association from levying an assessment on 

32 members of the association. 

33 Code section 5l8A.18 is amended and provides that a state 

.mutual association is required to annually prepare a statement 

condition of the association for the preceding calendar 
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1 year. The statement is to conform to the statement blank 

2 prescribed by the commissioner. 

3 Code section 5l8A.29 is amended and provides the manner for 

4 cancellation and nonrenewal of a policy issued by a state 

5 mutual insurance association. 

6 Code section 5l8A.44 is amended to provide that reinsurance 

7 obtained by a state mutual insurance association will cover 

8 losses incurred only from coverages written under Code chapter 

9 5l8A. 

10 Code section 522.3 is amended by striking language 

11 requiring that a first-time applicant for a license as an 

12 insurance agent pay to the commissioner an application fee of 

13 $10 for each line of insurance. 

14 Code section 573.3 is amended to provide that a public 

15 corporation, with respect to a public improvement which is or 

16 has been competitively bid or negotiated, shall not require a 

17 contractor to procure a bond from a particular insurance or 

18 surety company, agent, or broker. 

19 The bill repeals sections relating to the state mutual 

20 insurance association concerning the borrowing of money, 

21 liability of members, reserves for unearned premium, 

22 cancellation of policies by insureds, unearned assessments, 

23 and pro rata assessments of association members. 
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1 Section 1. Section 87.4, unnumbered paragraph 2, Code 

2 1999, is amended to read as fol1ows~ 

3 A self-insurance association formed under this section and 

4 an association comprised of cities or counties, or both, or 

5 community colleges as defined in section 2,iOC.2 or school 

6 corporations, or both, or other political subdivisions, which 

7 have entered into an agreement under chapter 28E for the 

8 purpose of establishing a self-insured program for the payment 

9 of workers' compensation benefits are exempt from taxation 

10 under section 432.1. 

11 Sec. 2. Section 87.4, unnumbered paragraph 4, Code 1999, 

12 is amended to read as follows: 

13 A self-insured program for the payment of workers' 

14 compensation benefits established by an association comprised 

15 of cities or counties, or both, or community colleges, as 

16 defined in section 260C.2, or other political subdivisions, 

17 which have entered into an agreement under chapter 28E, is not 

18 insurance, and is not subject to regulation under chapters 505 

19 through 523C. Membership in such an association together with 

20 payment of premiums due relieves the member from obtaining 

21 insurance as required in section 87.1. Such an association is 

22 not required to submit its plan or program to the commissioner 

23 of insurance for review and approval prior to its 

24 implementation and is not subject to rules or rates adopted by 

25 the commissioner relating to workers' compensation group self-

26 insurance programs. Such a program is deemed to be in 

27 compliance with this chapter. 

28 Sec. 3. Section 100A.l, Code 1999, is amended by adding 

29 the following new paragraph: 

30 NEW PARAGRAPH. j. The fraud bureau within the insurance 

31 division of the department of commerce. 

32 Sec. 4. Section 505.8, subsection 5, Code Supplement 1999, 

33 is amended by striking the subsection. 

34 Sec. 5. Section 505.8, Code Supplement 1999, is amended by 

35 adding the following new subsection: 
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1 NEW SUBSECTION. 7. The commissioner shall adopt rules 

2 protecting the privacy of information held by an insurer or an 

3 agent consistent with the federal Gramm-Leach-Bliley Act, Pub. 

4 L. No. 106-102. 

5 Sec. 6. NEW SECTION. 50S.23 HEARINGS. 

6 If an evidentiary hearing is conducted in a proceeding 

7 pursuant to sections S08B.7, SlSG.7, 521A.3, or 521A.14, or in 

8 a proceeding with respect to a merger or consolidation 

9 pursuant to chapter 521, the proceeding is a contested case 

10 subject to chapter 17A. 

11 Sec. 7. Section S08.4, Code 1999, is amended to read as 

12 follows: 

13 S08.4 APPROVAL OF AMENDMENTS. 

14 All amendments to ~~eh-are±eTe~-aftd-ameftdmefte~-hereafeer 

IS made-eo the articles of incorporation of companies already 

16 organized under the laws of this state shall be approved in 

17 like manner. 

18 A company shall file with the commissioner bylaws and 

19 subsequent amendments to such bylaws within thirty days of the 

20 adoption of such bylaws and amendments. 

21 Sec. 8. Section 508B.3, unnumbered paragraph 1, Code 1999, 

22 is amended to read as follows: 

23 A plan of conversion shall ftoe be ~ftfa±r-or-±fteq~±eabTe 

24 fair and equitable to policyholders. A plan of conversion is 

25 ftoe-~ftfa±r-or-±fteq~±eabTe fair and equitable if it satisfies 

26 the conditions of subsections 1, 2, or 3. The commissioner 

27 may determine ehae whether any other plan proposed by a mutual 

28 company is ftoe-~ft£a±r-or-±fteq~±eabTe fair and equitable to its 

29 policyholders. 

30 Sec. 9. Section 508B.4, Code 1999, is amended to read as 

31 follows: 

32 508B.4 ELIGIBLE POLICYHOLDERS PARTICIPATION. 

33 The policyholders who are entitled to notice of and to vote 

34 upon approval of a plan of conversion and entitled to notice 

35 of a public hearing are the policyholders whose policies or 
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1 contracts are in force on the date of adoption of the plan of 

2 conversion. Each policyholder whose policy has been in, force 

3 for at least one year prior to the date is entitled to the 

4 consideration, if any, provided for the p01iGyholder ~~ the 

5 plan based on the policyholder's membership interest 

6 determined pursuant to this chapter, but only ~o-~he-e~~eft~ .e~ 

7 ~ha~ if the policyholder's membership interest arose from 

S polieie~-or-eoft~rae~~ a pOlicy or contract in force on the 

9 effective date of the conversion and whieh-were-in-£oree such 

10 membership interest has been held continuously for at least 

11 one year prior to the date of adoption of the plan. For this 

12 purpose, any changes in status of, or premiums in excess of 

13 those required on the policies or contracts occurring or made 

14 after the date one year prior to the date of adoption of the 

15 plan shall be disregarded • 

16 Sec. 10. Section 50SB.7, Code 1999, is amended to read as 

17 follows: 

lS 50SB.7 REVIEW OF PLAN BY COMMISSIONER -- HEARING 

19 AUTHORIZED -- APPROVAL. 

20 The commissioner of insurance shall review the plan. The 

21 commissioner shall approve the plan if the commissioner finds 

22 the plan complies with all provisions of law, the plan is ftO~ 

23 ~ftfair-or-ifteq~i~able fair and equitable to the mutual company 

24 and its policyholders, and that the reorganized company will 

25 have the amount of capital and surplus deemed by the 

26 commissioner to be reasonably necessary for its future 

27 solvency. The commissioner may order a hearing on the 

2S fairness and equity of the terms of the plan after giving 

29 written notice of the hearing to the mutual company, its 

30 policyholders, and other interested persons, all of whom have 

31 the right to appear at the hearing. Costs incurred in 

32 connection with the notice shall be paid by the company. 

33 Sec. 11. Section 50SB.9, unnumbered paragraph 1, Code 
34 1999, is amended to read as follows: 

35 When the commissioner and the policyholders approve the 
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1 conversion plan as provided in this chapter, the commissioner 

2 shall issue a new certificate of authority to the reorganized 

3 company effective on the effective date ~~eei£ied of the 

4 conversion as provided in the plan. The reorganized company 

5 is a continuation of the mutual life insurance company and the 

6 conversion shall not annul or modify any of the mutual 

7 company's existing suits, contracts, or liabilities except as 

8 provided in the approved conversion plan. All rights, 

9 franchises, and interests of the mutual company in and to 

10 property, assets, and other interests shall be transferred to 

11 and shall vest in the reorganized company and the reorganized 

12 company shall assume all obligations and liabilities of the 

13 mutual company. 

14 Sec. 12. Section 508B.14, unnumbered paragraph 2, Code 

15 Supplement 1999, is amended to read as follows: 

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

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

18 than o~e-h~~dred-ei~h~y thirty days following the date of 

19 approval by the commissioner, unless an application for 

20 rehearing is filed pursuant to section 17A.16, subsection 2. 

21 If an application for rehearing is filed, then such action 

22 must be filed within thirty days after that application is 

23 denied or deemed denied or, if the application is granted, 

24 within thirty days after the issuance of the commissioner's 

25 final decision on rehearing. 

26 Sec. 13. Section 508e.3, subsection 3, Code 1999, is 

27 amended by adding the following new paragraphs: 

28 NEW PARAGRAPH. j. An obligation that does not arise under 

29 the express written terms of a covered policy. 

30 NEW PARAGRAPH. k. A contractual agreement that 

31 establishes a member insurer's obligations to provide a book 

32 value accounting guaranty for defined contribution benefit 

33 plan participants by reference to a portfolio of assets that 

34 is owned by the benefit plan or its trustee, which in each 

35 case is not an affiliate of the member insurer. 
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1 NEW PARAGRAPH. 1. A portion of a covered policy to the 

2 extent it provides for interest or other change in value to be 

3 determined by the use of an index or other external reference 

4 stated in the covered policy, but which has not been credited 

5 to the covered policy, or as to which the covered policy 

6 owner's rights are subject to forfeiture, as of the date the 

7 member insurer becomes an impaired or insolvent insurer under 

8 this chapter, whichever is earlier. If a covered policy's 

9 interest or change in value is credited less frequently than 

10 annually, then for purposes of determining the values that 

11 have been credited and are not subject to forfeiture under the 

12 covered policy, the interest or change in value determined by 

13 using the procedures defined in the covered policy will be 

14 credited as if the contractual date of crediting interest or 

15 changing values was the date of impairment or insolvency, 

16 whichever is earlier, and will not be subject to forfeiture. 

17 Sec. 14. Section 508C.9, subsection 5, paragraph a, Code 

18 1999, is amended to read as follows: 

19 a. The total of all assessments upon a member insurer for 

20 each account shall not in anyone calendar year exceed two 
21 percent of the average of the insurer's premiums received in 

22 this state during the three most recent calendar years for 
23 which information is available, preceding the year in which 

24 the insurer becomes impaired or insolvent, on the policies 

25 related to that account. However, if two or more assessments 

26 are authorized in one calendar year with respect to insurers 

27 that become impaired or insolvent in different calendar years, 

28 the average annual premiums for purposes of the aggregate 

29 assessment percentage limitation of this paragraph shall be 

30 egual, and limited, to the higher of the three-year average 

31 annual premiums for the applicable account as calculated 

32 pursuant to this section. If the maximum assessment for an 

33 account, together with the other assets of the association in 

34 the account, does not provide in anyone year in the account 

35 an amount sufficient to carry out the responsibilities of the 
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1 association, the necessary additional funds shall be assessed 

2 for the account in succeeding years as soon as permitted by 

3 this chapter. 

4 Sec. 15. Section 511.8, subsection 5, paragraph b, 

5 unnumbered paragraph 1, Code 1999, is amended to read as 

6 follows: 

7 If adjustment, income or other contingent interest 

8 obligations, the net earnings of the issuing, assuming or 

9 guaranteeing corporation available for its fixed charges for a 

10 period of five fiscal years next preceding the date of 

11 acquisition of the obligations by such insurance company shall 

12 have averaged per year not less than one and one-half times 

13 such average annual fixed charges of the issuing, assuming or 

14 guaranteeing corporation and its average annual maximum 

15 contingent interest applicable to such period and, during at 

16 least one of the last two years of such period, its net 

17 earnings shall have been not less than one and one-half times 

18 the sum of its fixed charges and maximum contingent interest 

19 for such year, or if, at the date of acquisition, the 

20 obligations are adequately secure and have investment 

21 gualities and characteristics and speculative elements are not 

22 predominant. 

23 Sec. 16. Section 511.8, subsection 5, paragraph b, 

24 unnumbered paragraph 4, Code 1999, is amended to read as 

25 follows: 

26 The term "corporation" as used in this chapter includes a 

27 joint stock association, a limited liability company, a 

28 partnership, or a trust. 

29 Sec. 17. Section 511.8, subsection 17, paragraph b, Code 

30 1999, is amended by striking the paragraph. 

31 Sec. 18. Section 511.8, Code 1999, is amended by adding 

32 the following new subsection: 

33 NEW SUBSECTION. 22. FINANCIAL INSTRUMENTS USED IN HEDGING 

34 TRANSACTIONS. 

35 a. As used in this subsection, unless the context 
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1 otherwise requires: 

2 (1) "Financial instrument" means an agreement, option, 

3 instrument, or any series or combination agreement, option, or 

4 instrument that provides for either of the followinq: 

5 (a) To make or take delivery of, or assume or relinquish, 

6 a specified amount of one or more underlying interests, or to. 

7 make a cash settlement in lieu of such delivery or 

8 relinquishment. 

9 (b) Which has a price, performance, value, or cash flow 

10 based primarily upon the actual or expected price, level, 

11 performance, value, or cash flow of one or more underlying 

12 interests. 

13 (2) "Financial instrument transaction" means a transaction 

14 involving the use of one or more financial instruments. 

15 (3) "Hedging transaction" means a financial instrument 

16 transaction which is entered into and maintained to reduce 
17 either of the following: 

18 (a) The risk of a change in the value, yield, price, cash 

19 flow, or quality of assets or liabilities which the domestic 

20 insurer has acquired and maintains as qualified assets in its 

21 legal reserve deposit or which liabilities the domestic 

22 insurer has incurred and form the basis for calculation of its 

23 legal reserve. 

24 (b) The currency exchange-rate risk or the degree of 

25 exposure as to assets or liabilities which the domestic 
26 insurer has acquired or incurred. 

27 b. Financial instruments used in hedging transactions must 

28 meet the qualifications established in subsection 5 for bonds 

29 or other evidences of indebtedness issued, assumed, or 

30 guaranteed by a corporation incorporated under the laws of the 

31 United States or Canada, or the qualifications established in 

32 subsection 19 for bonds or other evidences of indebtedness 

33 issued, assumed, or guaranteed by a corporation incorporated 

34 under the laws of a foreign government other than Canada. 

35 c. Investments in financial instruments used in hedging 
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1 transactions are not eligible in excess of two percent of the 

2 legal reserve in the financial instruments of anyone 

3 corporation, less any securities of that corporation owned by 

4 the company or association and in which its legal reserve is 

5 invested, except insofar as the financial instruments are 
6 collateralized by cash or United States government obligations 

7 as authorized by subsection 1 deposited with a custodian bank 

8 as defined in subsection 21, and held under a written 

9 agreement with the custodian bank that complies with 

10 subsection 21 and provides for the proceeds of the collateral, 

11 subject to the terms and conditions of the applicable 

12 collateral or other credit support agreement, to be remitted 

13 to the legal reserve deposit of the company or association and 

14 to vest in the state in accordance with section 508.18 

15 whenever proceedings under that section are instituted. 

16 d. Investments in financial instruments used in hedging 

17 transactions are not eligible in excess of ten percent of the 

18 legal reserve, except insofar as the financial instruments are 

19 collateralized by cash or United States government obligations 

20 as authorized by subsection 1 deposited with a custodian bank 

21 as defined in subsection 21, and held under a written 
22 agreement with the custodian bank that complies with 

23 subsection 21 and provides for the proceeds of the collateral, 

24 subject to the terms and conditions of the applicable 

25 collateral or other credit support agreement, to be remitted 

26 to the legal reserve deposit of the company or association and 

27 to vest in the state in accordance with section 508.18 

28 whenever proceedings under this section are instituted. 

29 e. Investments in financial instruments of foreign 

30 governments or foreign corporate obligations, other than 

31 Canada, used in hedging transactions are not eligible in 

32 excess of ten percent of the legal reserve, less any foreign 

33 investment authorized by subsection 19 owned by the company or 

34 association and in which its legal reserve is invested, except 

35 insofar as the financial instruments are collateralized by 
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cash or United States government obligations as authorized by 

subsection 1 deposited with a custodian bank as defined in 

subsection 21, and held under a written agreement with the 
custodian bank that complies with sUbsection 21 and provides 
for the proceeds of the collateral, subject to the terms and 

conditions of the applicable collateral or other credit 
support agreement, to be remitted to the legal reserve deposit 

of the company or association and to vest in the state in 

accordance with section 508.18 whenever proceedings under that 

10 section are instituted. 
11 f. Prior to engaging in hedging transactions under this 

12 subsection, a domestic insurer shall develop and adequately 
13 document policies and procedures regarding hedging transaction 
14 strategies and objectives. Such policies and procedures shall 
15 address authorized hedging transactions, limitations, internal 

16 controls, documentation, and authorization and approval 

17 procedures. Such policies and procedures shall also provide 

18 for review of hedging transactions by the domestic insurer's 

19 board of directors or the board of directors' designee. 
20 g. A domestic insurer shall be able to demonstrate to the 
21 commissioner the intended hedging characteristics of hedging 

22 transactions under this subsection and the ongoing 
23 effectiveness of each hedging transaction or combination of 

24 hedging transactions. 
25 h. Financial instruments used in hedging transactions 

26 shall only be eligible in accordance with this subsection 
27 after the commissioner has adopted rules pursuant to chapter 
28 17A regulating hedging transactions under this subsection. 
29 Sec. 19. NEW SECTION. 512A.10 AMENDMENTS TO ARTICLES AND 

30 BYLAWS. 
31 1. An organization shall present to the commissioner of 

32 insurance for approval its articles of incorporation and any 

33 subsequent amendment. The commissioner shall submit the 

34 articles of incorporation and any subsequent amendment to the 

35 attorney general for examination, and if found by the attorney 
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1 general to be in accordance with this chapter, and the 
2 constitution and laws of the state, the attorney general shall 
3 certify such fact on the articles of incorporation or 
4 amendment and return the articles or amendment to the 
5 commissioner •. Articles qf incorporation or an amendment to 
6 the articles shall not be approved by the commissioner or 
7 recorded unless certified by the attorney general. 
8 2. The directors of a benevolent association shall have 
9 the authority to enact such bylaws and regulations not 

10 inconsistent with law as they consider necessary for the 
11 regulation and conduct of the business. A change in the 
12 bylaws shall not limit coverage under existing certificates. 
13 A benevolent association shall file with the commissioner 
14 bylaws and amendments to the bylaws within thirty days of 
15 adoption of such bylaws or amendments. 

~~, !,~ Sec. 20. Section 5l3B.2, subsections 2, 13, and 15, Code 
17 1999, are amended to read as follows: 

... 

18 2. "Base premium rate" means, for each class of business 
19 as to a rating period, the lowest premium rate charged or 
20 which could have been charged under a rating system for that 
21 class of business, by the small employer carrier to small 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 

employers w±~h-eimii8r-eaee-eharae~eris~ies for health 
insurance plans with the same or similar coverage. 

13. "Index rate" means for each class of business for 
small employers wi~h-eimiiar-ease-eharae~erie~ies the average 
of the applicable base premium rate and the corresponding 
highest premium rate. 

15. "New business premium rate" means, for each class of 
business as to a rating period, the lowest premium rate 
charged or offered by the small employer carrier to small 
employers wi~h-e±miiar-eaee-eharae~erie~ies for newly issued 
health insurance coverages with the same or similar coverage. 

Sec. 21. Section 513C.I0, subsection 6, Code 1999, is 
amended to read as follows: 

6. Rates for basic and standard coverages as provided in 
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1 this chapter shall be determined by each carrier or organized 

2 delivery system as the e~erege-o£ product of a basic and 

3 standard factor and the lowest rate available for issuance by 

.4 that carrier or organized delivery system adjusted for rating 

"5 'character istics and benefits e!'ld-i:fte-ft\exi!lU2ft\-~ai:e-a3:3:eweb3:e-by 

6 3:ew-e£tef-ed;tt~tft\e!'li:g-fo~-rei:e-efte~8ete~±~t±e~-e!'ld-be!'le£±i:~. 

7 Basic and standard factors shall be established annually by 

8 the Iowa individual health benefit reinsurance association 

9 board with the approval of the commissioner. Multiple basic 

10 and standard factors for a distinct grouping of basic and 

11 standard policies, may be established. A basic and standard 

12 factor is limited to a minimum value defined as the ratio of 

13 the average of the lowest rate available for issuance and the 

14· maximum rate allowable by law divided by the lowest rate 
15 available for issuance. A basic and standard factor is 

16 limited to a maximum value defined as the ratio of the maximum 
17 rate a.llowable by law divided by the lowest rate available for 

18 issuance. The maximum rate allowable by law and the lowest 

19 rate available for issuance is determined based on the rate 

20 restrictions under this chapter. However, to maintain 

21 assessable loss assessments at or below one percent of total 

22 health insurance premiums or payments as determined in 

23 accordance with subsection 10, the Iowa individual health 
24 benefit reinsurance association board with the approval of the 

25 commissioner may increase the value for any basic and standard 

26 factor greater than the maximum value and with the approval of 

27 the commissioner may increase cost sharing provisions 

28 including, but not limited to, basic and standard plan 

1 29 deductibles, coinsurance, or copayments. 
II 

i 
j 

I 
I 

j 
I 

! 
I 

j 
,t 
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I 
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30 Sec. 22. Section 514.3, Code 1999, is amended to read as 
31 follows: 

32 

33 
34 

35 

514.3 APPROVAL BY COMMISSIONER. 

The articles of incorporation, and any subsequent 

amendments, of ~tteft ~ corporation shall have endorsed i:he~eo!'l 

on or annexed i:fte~ei:o to the approval of the commissioner of 
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1 insurance before the same shall be filed for record. A 

2 corporation shall file with the commissioner bylaws and 

3 subsequent amendments to the bylaws within thirty days of the 

4 adoption of the bylaws and amendments. 

5 Sec. 23. Section 514.4, unnumbered paragraph 7, Code 1999, 

6 is amended by striking the unnumbered paragraph. 

7 Sec. 24. NEW SECTION. 514B.3A APPROVAL BY COMMISSIONER 

8 AND ATTORNEY GENERAL. 

9 The articles of incorporation, and any subsequent 

10 amendment, of a corporation shall have endorsed on or annexed 

11 to such articles or amendment the approval of the commissioner 

12 of insurance and the attorney general before filing for 

13 record. A corporation shall file with the commissioner bylaws 

14 and subsequent amendments to the bylaws within thirty days of 

15 the adoption of the bylaws and amendments. 

16 Sec. 25. Section 514B.24, unnumbered paragraph 1, Code 

17 1999, is amended to read as follows: 

18 The commissioner shall make an examination of the affairs 

19 of any ~ health maintenance organization and its providers as 

20 often as the commissioner deems necessary for the protection 

21 of the interests of the people of this state, but not less 

22 frequently than once every ~h~ee five years. 

23 Sec. 26. NEW SECTION. 514B.25A INSOLVENCY PROTECTION --

24 ASSESSMENT. 

25 1. Upon a health maintenance organization or organized 

26 delivery system authorized to do business in this state and 

27 licensed by the director of public health being declared 

28 insolvent by the district court, the commissioner may levy an 

29 assessment on each health maintenance organization or 

30 organized delivery system doing business in this state and 

31 licensed by the director of public health, as applicable, to 

32 pay claims for uncovered expenditures for enrollees. The 

33 commissioner shall not assess an amount in anyone calendar 

34 year which is more than two percent of the aggregate premium 

35 written by each health maintenance organization or organized 
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1 delivery system.' 

2 2. The commissioner may use funds obtained through an 

3 assessment under subsection 1 to pay claims for uncovered 

4 expenditures for enrollees of an insolvent health maintenance 

5 organization or organized delivery system and administrative 

6 costs. The commissioner, by rule, may prescribe the time, 

7 manner, and form for filing claims under this section. The 

8 commissioner may require claims to be allowed by an ancillary 

9 receiver or the domestic receiver or liquidator. 

10 3. a. A receiver or liquidator of an insolvent health 

11 maintenance organization or organized delivery system shall 

12 allow a claim in the proceeding in an amount equal to 

13 uncovered expenditures and administrative costs paid under 

14 this section. 

15 b. A person receiving benefits under this section for 

16 uncovered expenditures is deemed to have assigned the rights 

17 under the covered health care plan certificates to the 

18 commissioner to the extent of the benefits received. The 

19 commissioner may require an assignment of such rights by a 

20 payee, enrollee, or beneficiary, to the commissioner as a 

21 condition precedent to the receipt of such benefits. The 

22 commissioner is subrogated to these rights against the assets 

23 of the insolvent health maintenance organization or organized 

24 delivery system that are held by a receiver or liquidator of a 

25 foreign jurisdiction. 

26 c. The assigned subrogation rights of the commissioner and 

27 allowed claims under this subsection have the same priority 

28 against the assets of the insolvent health maintenance 

29 organization or organized delivery system as those claims of 

30 persons entitled to receive benefits under this section or for 

31 similar expenses in the receivership or liquidation. 

32 4. If funds assessed under subsection 1 are unused 

33 following the completion of the liquidation of an insolvent 

34 health maintenance organization or organized delivery system, 

35 the commissioner shall distribute the remaining amounts, if 
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1 such amounts are not de minimis, to the health maintenance 

2 organizations or organized delivery systems that were 

3 assessed. 

4 5. The aggregate coverage of uncovered expenditures under 

5 this section shall not exceed three hundred thousand dollars 

6 with respect to one individual. Continuation of coverage 

7 shall cease after the lesser of one year after the health 

8 maintenance organization or organized delivery system is 

9 terminated by insolvency or the remaining term of the 

10 contract. The commissioner may provide continuation of 

11 coverage on a reasonable basis, including, but not limited to, 

12 continuation of the health maintenance organization or 

13 organized delivery system contract or substitution of 

14 indemnity coverage in a form as determined by the 

15 commissioner. 

16 6. The commissioner may waive an assessment of a health 

17 maintenance organization or organized delivery system if such 

18 organization or system is impaired financially or would be 

19 impaired financially as a result of such assessment. A health 

20 maintenance organization or organized delivery system that 

21 fails to pay an assessment within thirty days after notice of 

22 the assessment is subject to a civil forfeiture of not more 

23 than one thousand dollars for each day the failure continues, 

24 and suspension or revocation of its certificate of authority. 

25 An action taken by the commissioner to enforce an assessment 

26 under this section may be appealed by the health maintenance 

27 organization or organized delivery system pursuant to chapter 

28 l7A. 

29 Sec. 27. Section 515.2, Code 1999, is amended to read as 

30 follows: 

31 515.2 ARTICLES -- APPROVAL. 

32 Each such organization shall present to the commissioner of 

33 insurance its articles of incorporation, which shall show its 

34 name, objects, location of its principal place of business, 

35 and amount of its capital stock, who shall submit it to the 
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1 attorney general for examination, and if found by the attorney 

2 general to be in accordance with the provisions of this title, 

3 the laws of the United States, and the Constitution and laws 

4 of the state, the attorney general shall certify sUG.h fact 

5 thereon and return the same to said commissioner, and no ,'_ 

6 articles shall be approved by the commissioner or recorded 

7 unless accompanied with such certificate. A company shall 

8 file with the commissioner bylaws and subsequent amendments to 

9 the bylaws within thirty days of the adoption of the bylaws 

10 and amendments. 

11 Sec. 28. Section 515.46, Code 1999, is amended to read as 

12 follows: 

13 515.46 FORFEITURE OF CERTIFICATE OF AUTHORITY. 

14 Any dividend made contrary to the provisions of ~ee~±oft~ 

15 section 515.44 8fto-5%5.45 or rules adopted by the commissioner 

16 shall subject the company making it to forfeiture of its 

17 certificate of authority. 

18 Sec. 29. Section 515.71, unnumbered paragraph 1, Code 

19 1999, is amended to read as follows: 

20 Every alien insurer authorized to transact business in this 

21 state shall at all times maintain a deposit with the 

22 commissioner of insurance in cash or in securities in which 

23 insurance companies are authorized to invest, of a sum equal 

24 to the greater of the reserve on all policies covering risks 

25 located in this state or one million dollars. The securities 

26 shall be approved, and the amount of the deposit shall be 

27 determined, by the commissioner ±ft-8eeOr08ftee-w±~h-see~±oft 

28 5%5.47. The commissioner, in the commissioner's discretion, 

29 may permit the withdrawal of interest earnings. 

30 Sec. 30. Section 515B.2, subsection 5, Code 1999, is 

31 amended to read as follows: 

32 5. "Insurer" means an insurer licensed to transact 

33 insurance business in this state under either chapter 515 or 

34 chapter 520, either at the time the policy was issued or when 

35 the insured event occurred. It does not include county or 
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1 state mutual a~~e~~mene insurance associations licensed under 

2 chapter 518 or chapter 518A, or fraternal beneficiary 

3 societies, orders, or associations licensed under chapter 

4 512B, or corporations operating nonprofit service plans under 

5 chapter 514, or life insurance companies or life, accident, or 

6 health associations licensed under chapter 508, or those 

7 professions under chapter 519. 

8 Sec. 31. Section 515C.3, Code 1999, is amended to read as 

9 follows: 

10 5I5C.3 BASES FOR COMPUTATIONS. 

11 The unearned premium reserve shall be computed ~n 

12 aeeo~danee-w~eh-~eee~on-5l5.41,-exeepe-ehae-all-p~em~ttm~-on 

13 r~~k~-w~~eeen-£o~-one-yea~-o~-le~~-mtt~e-be-re~er~ed-on-a 

14 monehly-p~o-~aea-ba~~~,-and-ehe-~e~e~~e-£o~-eho~e-pol~e~e~ 

15 eo~e~~n9-a-~~~k-pe~~od-o£-mo~e-ehan-£~~e-yea~~-~haii-be 

16 eomptteed-~n-aeeo~danee-w~eh-£o~mttlae-£~ied-by-ehe-~n~tt~e~-and 

17 app~o~ed pursuant to rules adopted by the commissioner of 

18 insurance. 

19 Sec. 32. Section 515F.3, subsection 6, Code 1999, is 

20 amended to read as follows: 

21 6. Insurance written by a county mutual a~~e~~mene 

22 insurance association as provided in chapter 518A. 

23 Sec. 33. Section 515G.7, Code 1999, is amended to read as 

24 follows: 

25 515G.7 REVIEW OF PLAN BY COMMISSIONER -- HEARING 

26 AUTHORIZED -- APPROVAL. 

27 The commissioner of insurance shall review the plan. The 

28 commissioner shall approve the plan if the commissioner finds 

29 the plan complies with all provisions of law, the plan is noe 

30 ttn£a~~-or-~neqtt~eable fair and equitable to the mutual insurer 

31 and its policyholders, and that the reorganized company will 

32 have the amount of capital and surplus deemed by the 

33 commissioner to be reasonably necessary for its future 

34 solvency. The commissioner may order a hearing on the 

35 fairness and equity of the terms of the plan after giving 
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1 written notice of the hearing to the mutual insurer, and its 

2 policyholders, all of whom h~ve the right to appear at the 

3 hearing. 

"4 Sec. 34. Section 515G.14, unnumbered paragraph 1, Code 

5 1999, is amended to read as follows: 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

IB 

19 

20 

21 

22 

23 

An action challenging the validity of a conversion plan, or 

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

than thirty days following the date of approval by the 

commissioner, unless an application for rehearing is filed 

pursuant to section 17A.16, subsection 2. If an application 

for rehearing is filed, then such action must be" filed within 

thirty days after that application is denied or deemed denied 

or, if the application is granted, within thirty days after 

the issuance of the commissioner's final decision on 

rehearing. 

Sec. 35. Section 5lB.7, Code 1999, is amended to read as 

follows: 

51B.7 OFFICERS AND DIRECTORS -- ELECTION. 

Officers or directors shall be elected in the manner and 

for the length of time prescribed in the articles of 

incorporation. The same person shall not simultaneously hold 

the offices of president and secretary. A director shall be a 

member of the association. 

24 Sec. 36. Section 51B.B, Code 1999, is amended to read as 

25 follows: 

26 518.B BYLAWS. 

27 The directors of the association shall have the authority 

28 to enact such bylaws and regulations not inconsistent with law 

29 as they consider necessary for the regulation and conduct of 

30 the business. No change in the bylaws shall have the effect 

31 of limiting coverage under existing policies of insurance. An 

32 association shall file with the commissioner bylaws and 

33 subsequent amendments to the bylaws within thirty days of the 

34 adoption of the bylaws and amendments. 

35 Sec. 37. NEW SECTION. 518.13A ASSESSMENTS PROHIBITED. 
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1 An association doing business under this chapter shall not 

2 levy an assessment on any member of the association. 

3 Sec. 38. Section 51B.17, Code Supplement 1999, is amended 

4 to read as follows: 

5 51B.17 REINSURANCE. 

6 A county mutual insurance association may reinsure a part 

7 or all of its ri~k~ coverages written pursuant to this chapter 

B with a~y an association operating under ~he-pro~i~io~~-o£ this 

9 chapter, or with any other association or company licensed in 

10 this state and authorized to write the kinds of insurance 

11 enumerated in section 51B.l1. 

12 Reinsurance sufficient to protect the financial stability 

13 of the state mutual association is also required. Reinsurance 

14 coverage obtained by a county mutual insurance association 

15 shall not expose the association to a-To~~ losses from 

16 coverages written pursuant to this chapter of more than 

17 fifteen percent from surplus in any calendar year. The 

IB commissioner of insurance may require additional reinsurance 

19 if necessary to protect the policyholders of the association. 

20 Sec. 39. Section 51B.23, Code 1999, is amended to read as 

21 follows: 

22 51B.23 CANCELLATION OF POLICIES. 

23 1. CANCELLATION BY INSURED. A~y ~ policy shall be 

24 canceled at any time at the request of the insured upon the 

25 return of the policy to the home office of the association, 

26 and the payment of all premium charges against such policy,-or 

27 by-~he-a~~oeia~io~-by-gi~i~g-£i~e-day~~-~o~iee-o£-~tteh 

2B ea~eeTTa~io~. Stteh-~er~iee 

29 2. CANCELLATION BY ASSOCIATION. 

30 a. Except as provided in paragraph "b", notice of 

31 cancellation is not effective unless mailed or delivered by 

32 the association to the named insured at least twenty days 

33 before the effective date of cancellation. 

34 b. Notice of cancellation resulting from nonpayment of at 

35 premium or installment provided for in the policy, or provided 

• 
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1 for in a note or contract for the payment of such premium or 

2 installment, is not effective unless mailed or delivered by. 

3 the association to the named insured at least ten days prior 

4 to the date of cancellation. 

S c. If a notice of cancellation under paragraph "a" or lib" 

6 fails to include the reason for such cancellation, the 

7 association, upon receipt of a timely reguest by the named 

8 insured, shall provide in writing the reason for the 

9 cancellation. 

10 3. NONRENEWAL BY ASSOCIATION. A notice of intention not 

11 to renew is not effective unless mailed or delivered by the 

12 insurer to the named insured at least thirty days prior to the 

13 expiration date of the pOlicy. If the reason does not 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

accompany the notice of nonrenewal, the association, upon 

receipt of a timely reguest by the named insured, shall 

provide the reason for the nonrenewal in writing. 

4. NOTICE. Service of notice under subsection 2 or 3 may 

be made in person, or by mailing such notice by certified mail 

deposited in the post office and directed to the insured at 

the insuredls post office address as given in or upon the 

policy, or to such other address as the insured shall have 

given to the association in writing. A post office department 

receipt of certified or registered mail shall be deemed proof 

of receipt of such notice. If in either case the cash 

payments ~h8!! exceed the amount properly chargeable, the 

excess wi!! shall be refunded to the insured upon the 

27 surrender of the policy to the association at its home office. 

28 Sec. 40. Section 518A.6, Code 1999, is amended to read as 

29 follows: 

30 518A.6 OFFICERS -- ELECTION. 

31 Officers or directors shall be elected in the manner and 

32 for the length of time prescribed in the articles of 

33 incorporation or bylaws. The same person shall not 

34 simultaneously hold the offices of president and secretary. A 

35 director shall be a member of the association. 
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1 Sec. 41. NEW SECTION. 5l8A.6A BYLAWS. 

2 The directors of the association may enact the bylaws and 

3 regulations not inconsistent with law as they consider 

4 necessary for the regulation and conduct of the business. A 

5 change in the bylaws shall not limit coverage under existing 

6 policies of insurance. An association shall file with the 

7 commissioner bylaws and amendments to bylaws within thirty 

8 days of adoption. 

9 Sec. 42. Section 518A.7, Code 1999, is amended to read as 

10 follows: 

11 518A.7 POLICIES -- ISSUANCE -- CONDITIONS. 

12 No A state mutual assessmefte insurance association shall 

13 not issue policies until at least one hundred twenty-five 

14 applications have been received in any class as shown by 

15 section 518A.1, representing the following amount of 

16 insurance: Classes one, two, three, and five, two hundred 

17 fifty thousand dollars each; class four, one hundred thousand 

18 dollars, and fto-eottftey-mtletlal-assessmefte-assoeiaeioft-shall 

19 isstle-polieies-tlfteil-applieae±ofts-£or-±ftsttraftee-eo-ehe-amottfte 

20 o£-£±£ty-thottsaftc-collars-represeftt±ftg-at-least-£i£ey 

21 appl±eaftes-ha~e-beeft-reee±~ec7-aftc-fto ~ application for 

22 insurance during the period of organization shall not exceed 

23 two percent of the amount required for organization, or after 

24 one year of organization, one percent of the total insurance 

25 in force, any reinsurance taking effect simultaneously with 

26 the policy being deducted in determining such maximum single 

27 risk. 

28 Sec. 43. Section 518A.9, Code 1999, is amended by striking 

29 and inserting in lieu thereof the following: 

30 518A.9 PREMIUM CHARGES. 

31 An association, by action of its board of directors, may 

32 establish premium charges for the purpose of payment of losses 

33 and expenses and for the establishment or maintenance of a 

34 reserve fund. 

35 A policy shall stand suspended if any default is made in 
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1 the payment of any premium on or before the date specified in 

a written notice requiring the payment of such premium and 

mailed to the insured and directed to the insured's last known 

address not less than thirty days prior to such suspension 

date. The notice shall specify the amount and due date of the 

premium. The association is not liable for any loss occurring 

during such period of suspension. 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Sec. 44. NEW SECTION. 518A.9A ASSESSMENTS PROHIBITED. 

An association doing business under this chapter shall not 

levy an assessment on any member of the association. 

Sec. 45. Section 518A.12, subsection 1, paragraphs a and 

c, Code 1999, is amended to read as follows: 

a. This section applies to the investments of state mutual 

ee~ttei~y-e~~e~~meftt insurance associations. 

c. Financial terms relating to state mutual ee~ttei~y 

e~~e~~meft~ insurance associations have the meanings assigned 

to them under statutory accounting methods. Financial terms 

relating to companies other than state mutual ee~ttei~y 

e~~e~~meft~ insurance associations have the meanings assigned 

to them under generally accepted accounting principles. 

Sec. 46. Section 5l8A.18, Code 1999, is amended to read as 

follows: 

5l8A.18 ANNUAL REPORT. 

24 An association doing business under this chapter ~heii, on 

25 or before March 1 of each year, re~or~-~o-~he-eomm±~~±ofter-o£ 

26 ±ft~ttreftee-~he-£ee~~-reqtt±red-o£-dome~~ie-ift~ttreftee-eompefties 

27 Orgeft±z±ft9-ttftder-ehe~~er-5i57-wh±eh-ere-e~~i±eebie-~o-~h±~ 

28 ehap~er.--~he~e-repor~~ shall prepare under oath and file with 

29 the commissioner of insurance an accurate and complete 

30 statement of the condition of the association as of the last 

31 day of the preceding calendar year. The statement shall 

32 conform to the annual statement blank prepared pursuant to 

33 instructions prescribed by the commissioner. All financial 

34 information reflected in the annual report shall be kept and 

35 prepared pursuant to accounting practices and procedures 
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1 prescribed by the commissioner. Statements filed with the 

2 commissioner pursuant to this section shall be tabulated and 

3 published by the commissioner of insurance in the annual 

4 report of insurance. 

5 Sec. 47. Section S18A.29, Code 1999, is amended by 

6 striking the section and inserting in lieu thereof the 

7 following: 
8 S18A.29 CANCELLATION BY ASSOCIATION -- NOTICE. 
9 1. CANCELLATION BY INSURED. A policy shall be canceled at 

10 any time at the request of the insured upon the return of the 

11 policy to the home office of the association and the payment 

12 of all premium charges against such policy. 

13 2. CANCELLATION BY ASSOCIATION. 

14 a. Except as provided in paragraph "b", notice of 

15 cancellation is not effective unless mailed or delivered by 

16 the association to the named insured at least twenty days 

17 before the effective date of cancellation. 

18 b. Notice of cancellation resulting from nonpayment of a 
19 premium or installment provided for in the policy, or provided 

20 for in a note or contract for the payment of such premium or 

21 installment, is not effective unless mailed or delivered by 

22 the association to the named insured at least ten days prior 

23 to the date of cancellation. 
24 c. If a notice of cancellation under paragraph "a" or "b" 

25 fails to include the reason for such cancellation, the 

26 association, upon receipt of a timely request by the named 

27 insured, shall provide the reason for the cancellation in 

28 writing. 
29 3. NONRENEWAL BY ASSOCIATION. A notice of intention not 

30 to renew is not effective unless mailed or delivered by the 

31 insurer to the named insured at least thirty days prior to the 

32 expiration date of the policy. If the reason does not 

33 accompany the notice of nonrenewal, the association, upon 

34 receipt of a timely request by the named insured, shall 

35 provide in writing the reason for the nonrenewal. 
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1 4. NOTICE. Service of notice under subsection 2 or 3 may 

2 be made in person, or by mailing such notice by certified mail 

3 deposited in the post office and directed to the insured at 

4 the insured's post office address as given in or upon the 

5 policy, or to such other address as the insured shall have 

6 given to the association in w£iting. A post office department 

7 receipt of certified or registered mail shall be deemed proof 

8 of receipt of such notice. If in either case the cash 

9 payments exceed the amount properly chargeable, the excess 

10 shall be refunded upon the surrender of the policy to the 

11 association at its home office. 

12 Sec. 48. Section 518A.35, Code 1999, is amended to read as 

13 follows: 
14 518A.35 ANNUAL TAX. 

15 E~ery ~ state mutual insurance association doing business 

16 under this chapter shall on or before the first day of March, 

17 each year, pay to the director of the department of revenue 

18 and finance, or a depository designated by the director, a sum 

19 equivalent to two percent of the gross receipts from premiums, 

20 a~~e~~men~~, and fees,-and-~rom±~~ory-ob%±~a~±on~ for business 

21 done within the state, including all insurance upon property 

22 situated in the state without including or deducting any 

23 amounts received or paid for reinsurance exee~~-~na~-any~ 
24 However, a company reinsuring windstorm or hail risks written 

25 by county mutual associations ~na%%-be is required to pay a 

26 two percent tax on the gross amount of reinsurance premiums 

27 received upon such risks, but after deducting the amount 

28 returned upon canceled policies and rejected applications 

29 covering property situated within the state, and dividends 

30 returned to policyholders on property situated within the 

31 state. 
32 Sec. 49. Section 518A.44, Code Supplement 1999, is amended 

33 to read as follows: 

34 5l8A.44 REINSURANCE. 

35 A state mutual insurance association may reinsure a part or 
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1 all of its ri~~~ coverages written pursuant to this chapter 

2 with a~y an association operating under ~he-~ro~i~io~~-of this 

3 chapter, or with any other association or company licensed in 

4 this state and authorized to write the kinds of insurance 

5 enumerated in section 5l8A.l. 

6 Reinsurance sufficient to protect the financial stability 

7 of the state mutual insurance association is required. 

8 Reinsurance coverage obtained by an association shall not 

9 expose the association to a-~o~~ losses from coverages written 

10 pursuant to this chapter of more than fifteen percent from 

11 surplus in any calendar year. The commissioner of insurance 

12 may require additional reinsurance if necessary to protect the 

13 policyholders of the association. 

14 Sec. 50. Section 518A.52, Code 1999, is amended to read as 

15 follows: 

16 518A.52 FORM -- APPROVAL. 

17 The form of all policies, applications, agreements, and 

18 endorsements modifying the provisions of policies, and all 

19 permits and riders used in this state, issued or proposed to 

20 be issued by a state mutual ea~~a~~y-a~~e~~me~~ insurance 

21 association doing business in this state under ~he-~ro~i~io~~ 

22 of this chapter, shall first be examined and approved by the 

23 commissioner of insurance. 

24 Sec. 51. Section 5l8A.53, Code 1999, is amended to read as 

25 fOllows: 

26 518A.53 FAILURE TO FILE COPY. 

27 Upon the failure of a state mutual ea~~a~~y-a~~e~~me~~ 

28 insurance association to file a copy of its forms of policies 

29 or contracts pursuant to section 5l8A.52, the commissioner of 

30 insurance may suspend its authority to transact business 

31 within the state until such forms of policies or contracts 

32 have been filed and approved. 

33 Sec. 52. Section 5l8A.54, Code 1999, is amended to read as 

34 follows: 

35 5l8A.54 DISAPPROVAL OF FILINGS. 
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1 If the commissioner finds that a filing does not meet the 

2 requirements of this chapter, written notice of disapproval 

3 shall be sent to the state mutual ea~~aiey-a~~~~~m~"e 

4 insurance association specifying in what respect the filing 

5 fails to meet the requirements of this chapter and stating 

6 that the filing is not effective. If a filing is disapproved 

7 by the commissioner, the association may request a hearing on 

8 the disapproval within thirty days. The association bears the 

9 burden of proving compliance with the standards established by 

10 this chapter. 

11 If, at any time after a form has been approved, the 

12 commissioner finds that the form no longer meets the 

13 requirements of this chapter, the commissioner may order the 

14 discontinuance of the use of the form. The order of 

15 discontinuance shall be in writing and may be issued only 

16 after a hearing with at least ten days' prior notice to all 

17 state mutual ea~~aiey-a~~~~~m~"e insurance associations 

18 affected by the order. The order shall state the grounds upon 

19 which the order is based and when the order of discontinuance 

20 is effective . 

j 21 Sec. 53. Section 518A.55, Code 1999, is amended to read as 

22 follows: 

23 518A.55 CERTIFICATE SUSPENSION. 

24 The commissioner of insurance may suspend a state mutual 

25 ea~~aiey-a~~~~~m~"e insurance association's certificate of 

26 authority to do business if the association neglects or fails 

27 to comply with this chapter. 

28 Sec. 54. Section 519.10, Code 1999, is amended to read as 

29 follows: 

30 519.10 POWERS OF COMMISSIONER. 

31 The commissioner of insurance shall have and exercise the 

32 same control over such corporations as the commissioner now 

33 has over state mutual a~~e~~m~"e insurance associations 

34 organized and doing business under chapter 518A. 

35 Sec. 55. Section 519.11, Code Supplement 1999, is amended 
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1 to read as follows: 

2 519.11 LIABILITY TO ASSESSMENTS. 

3 The provisions as to maximum liability of members to 

4 assessments when assets are insufficient and to assessments 

5 when the corporation is insolvent, found in ~ee~~on~ section 

6 51BA.9 ano-5l8A7l4, shall apply to all mutual insurance 

7 corporations organized under this chapter. 

B Sec. 56. Section 521E.l, subsection 4, paragraph e, Code 

9 1999, is amended to read as follows: 

10 e. A state mutual ea~tlal~y-a~~e~~ment insurance 

11 association organized under chapter 51BA. 

12 Sec. 57. Section 522.3, unnumbered paragraph 3, Code 1999, 

13 is amended by striking the unnumbered paragraph. 

14 Sec. 5B. Section 573.3, Code 1999, is amended by adding 

15 the following new unnumbered paragraph: 

16 NEW UNNUMBERED PARAGRAPH. A public corporation, with 

17 respect to a public improvement which is or has been 

IB competitively bid or negotiated, shall not require a 

19 contractor to procure a bond, as required under section 573.2, 

20 from a particular insurance or surety company, agent, or 

21 broker. 

22 Sec. 59. Sections 515.45, 515.47, 51BA.ll, 51BA.14, 

23 51BA.15, 51BA.30, 51BA.31, and 51BA.32, Code 1999, are 

24 repealed. 

25 Sec. 60. EFFECTIVE DATES. 

26 1. Section B of this Act, which amends section 50BB.3, and 

27 section 10 of this Act, which amends section 50BB.7, being 

28 deemed of immediate importance, take effect upon enactment. 

29 2. Section 17 of this Act, which amends section 511.B by 

30 striking subsection 17, paragraph "b", section 2B of this Act, 

31 which amends section 515.46, section 29 of this Act, which 

32 amends section 515.71, and section 31 of this Act, which 

33 amends section 515C.3, and the repeal of sections 515.45 and 

34 515.47, take effect on January 1, 2001. 

35 EXPLANATION 
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1 This bill amends provisions relating to the regulation of 

2 insurance entities in this state. 

3 Code section 87.4 is amended to exempt cities, counties, 

4 community colleges, and political subdivisions that establish 

5 a program of self-insurance for workers' compensation 

6 insurance from regulation by the insurance division. 

7 Code section lOOA.l is amended to add to the list of 

8 authorized agencies the fraud bureau within the insurance 

9 division of the department of commerce. Code chapter 100A 

10 relates to arson investigations and provides for the release 

11 of information by an insurance company to an authorized agency 

12 upon a written request for such information. 

13 Code section 505.8 is amended by striking the requirement 

14 that the commissioner annually prepare a report identifying 

15 the premium volume of nonqualified insurance annuities issued 

16 by domestic insurance companies doing a volume of at least 

17 $5,000,000 per annum. 

18 Code section 505.8 is amended to require the commissioner 

19 to adopt rules protecting the privacy of information held by 

20 an insurer or an agent consistent with federal legislation. 

21 New Code section 505.23 is created and provides that if an 

22 evidentiary hearing is conducted in certain proceedings, the 

23 proceeding is a contested case subject .to Code chapter 17A. 

24 Code section 508.4 is amended to require that a life 

25 insurance compa-ny incorporated under Iowa law must file its 

26 bylaws and any amendments to such bylaws within 30 days of the 

27 adoption of such bylaws and amendments. 

28 The bill amends provisions of Code chapter 508B relating to 

29 the conversion of a mutual life insurance company to a stock 

30 life insurance company. The bill provides that such plan of 

31 cortversion must be fair and equitable to policyholders. 

32 Currently, such plan is not to be unfair or inequitable to 

33 policyholders. The bill provides that the commissioner is to 

34 review the plan and make a finding that the plan is fair and 

35 equitable to the mutual company and its policyholders, rather 
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1 than a finding that the plan is not unfair or inequitable. 

2 The bill provides that a new certificate of authority to a 

3 reorganized company is effective on the effective date of the 

4 conversion as provided in the plan of conversion. Currently, 

5 such certificate is effective on the date specified in the 

6 plan of conversion. The bill also reduces the time within 

7 which a person may commence an action challenging a conversion 

8 under Code chapter 508B from 180 days to 30 days, unless an 

9 application for rehearing is filed. The bill provides that if 

10 an application for rehearing is filed, then such action 

11 challenging the conversion must be filed within 30 days after 

12 that application is denied or deemed denied or, if the 

13 application is granted, within 30 days after the issuance of 

14 the commissioner's final decision on rehearing. 

15 Code section 508C.3 is amended to include in the list of 

16 items to which the Iowa life and health insurance guaranty 

17 association does not apply an obligation that does not arise 

18 under the express written terms of a covered policy, a 

19 contractual agreement that establishes a member insurer's 

20 obligations to provide a book value accounting guaranty for 

21 defined contribution benefit plan participants by reference to 

22 a portfolio of assets that is owned by the benefit plan or its 

23 trustee, or a portion of a covered policy to the extent it 

24 provides for interest or other change in value to be 

25 determined by the use of an index or other external reference 

26 stated in the covered policy. 

27 Code section 508C.9 is amended to provide that if two or 

28 more assessments are authorized in one calendar year with 

29 respect to insurers that become impaired or insolvent in 

30 different calendar years, the average annual premiums for 

31 purposes of the aggregate assessment percentage limitation is 

32 equal, and limited, to the higher of the three-year average 

33 annual premiums for the applicable account as calculated under 

34 the Code section. 

35 Code section 511.8, which relates to investment of funds by 
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1 an insurance company, is amended to provide that the 

2 qualifications of certain corporate obligations in which an 

3 insurance company may invest includes, at the date of 

4 acquisition, that the obligations are adequately secure and 

5 have investment qualities and characteristics, and that 

6.speculative elements are not predominant. The Code section is 

7 amended to include a limited liability company in the 

8 definition of "corporation". The Code section is amended to 

9 include financial instruments used in hedging transactions as 

10 a permissible investment option. The bill establishes certain 

11 criteria which such financial instruments must meet. The Code 

12 section is also amended by striking a subsection which relates 

13 to the rules of valuation of certain assets. 

14 New Code section 512A.10 is created and requires a 

15 benevolent association to file its articles of incorporation 

16 and amendments to the articles with the commissioner for 

17 approval. The Code section also requires a benevolent 

18 association to file its bylaws and amendments to the bylaws 

19 with the commissioner within 30 days of adoption. 

20 Code section 5l3B.2 is amended by striking, for purposes of 

21 determining premium rates for a class of business, the use of 

22 small employers with similar case characteristics. 

23 Code section 5l3C.10 is amended to provide that rates for 

24 basic and standard health care coverages are to be determined 

25 as a product of a basic and standard factor and the lowest 

26 rate available for issuance by an insurance carrier or 

27 organized delivery system. The section is also amended to 

28 provide for the manner in which basic and standard factors are 

29 to be determined. 

30 Code section 514.3 is amended and provides that a nonprofit 

31 health service corporation must file its bylaws and any 

32 amendments to such bylaws within 30 days of the adoption of 

33 such bylaws and amendments. 

34 Code section 514.4 is amended to strike language 

35 prohibiting a corporation from reimbursing or compensating a 
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1 director of a nonprofit health service corporation who is a 

2 provider or a subscriber more than per diem plus necessary and 

3 actual expenses for attendance at a meeting of the board of 

4 directors. 

5 New Code section 514B.3A is created and provides that the 

6 articles of incorporation of a health maintenance organization 

7 be approved by both the commissioner and the attorney general. 

8 The new Code section also requires a health maintenance 

9 organization to file its bylaws and any amendments to such 

10 bylaws within 30 days of the adoption of such bylaws and 

11 amendments. 

12 Code section 514B.24 is amended to increase the maximum 

13 time which a health maintenance organization may go without 

14 examination by the commissioner from three to five years. 

15 New Code section 514B.25A is created and establishes an 

16 assessment mechanism in the event that a health maintenance 

17 organization or an organized delivery system is found to be 

18 insolvent. 

19 Code section 515.2 is amended and provides that an 

20 insurance company, other than a life insurance company, must 

21 file its bylaws and any amendments to such bylaws within 30 

22 days of the adoption of such bylaws and amendments. 

23 Code section 515.46 is amended to conform to the repeal of 

24 Code section 515.45 and to provide that a dividend made 

25 contrary to the rules adopted by the commissioner subjects the 

26 company making it to forfeiture of its certificate of 

27 authority. 

28 Code section 515.71 is amended to conform to the repeal of 

29 Code section 515.47. 

30 Code section 515C.3 is amended to conform to the repeal of 

31 Code section 515.47 and to provide that unearned premium 

32 reserves, with respect to mortgage guaranty insurance, are to 

33 be computed pursuant to rules of the commissioner of 

34 insurance. 

35 The bill amends provisions of Code sections 515G.7 and 
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1 515G.14 relating to the conversion of a mutual property and 

2 casualty insurance company to a stock property and casualty 

3 insurance company. The bill provides that the commissioner is 

4 to review the plan and make a finding that the plan is fair 

5 and equitable to the mutual insurer and its policyholders, 

6 rather than a finding that the plan is not unfair or 

7 inequitable. The bill also provides that if an application 

8 for rehearing is filed after the commissioner approves the 

9 conversion, then an action challenging the conversion must be 

10 filed within 30 days after that application is denied or 

11 deemed denied or, if the application is granted, within 30 

12 days after the issuance of the commissioner's final decision 

13 on rehearing. 

14 Code section 518.7 is amended and requires that a director 

15 of a county mutual insurance association also be a member of 

16 such association. 

17 Code section 518.8 is amended and provides that a county 

18 mutual insurance association must file its bylaws and any 

19 amendments to such bylaws within 30 days of the adoption of 

20 such bylaws and amendments. 

21 New Code section 518.13A is created and prohibits a county 

22 mutual insurance association from levying an assessment on 

23 members of the association. 

24 Code section 518.17 is amended to provide that reinsurance 

25 obtained by a county mutual insurance association will cover 

26 losses incurred only from coverages written under Code chapter 

27 518. 

28 Code section 518.23 is amended and provides the manner for 

29 cancellation and nonrenewal of a policy issued by a county 

30 mutual insurance association. 

31 Code section 518A.6 is amended and requires that a director 

32 of a state mutual insurance association also be a member of 

33 such association. 

34 New Code section 518A.6A is created and authorizes the 

35 directors of a state mutual insurance association to adopt 
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1 bylaws and regulations necessary for the regulation and 

2 conduct of business, and requires that the bylaws and 

3 amendments to the bylaws be filed with the commissioner within 

4 30 days of adoption. 

5 Code sections 515B.2, 5l5F.3, 51BA.7, 51BA.12, 518A.35, 

6 5l8A.52, 5l8A.53, 51BA.54, 518A.55, 519.10, and 521E.l are 

7 amended to conform to the change in the name of the 

8 association from mutual casualty assessment insurance 

9 association to the state mutual insurance association. 

10 Code section 518A.9 is rewritten and strikes the authority 

11 of a state mutual insurance association to assess members of 

12 the association and authorizes the association to establish 

13 premium charges for the purpose of payment of losses and 

14 expenses and the establishment or maintenance of a reserve 

15 fund. The Code section also provides for the suspension of a 

16 policy for nonpayment of premium. 

17 New Code section 5l8A.9A is created and prohibits a state 

18 mutual insurance association from levying an assessment on 

19 members of the association. 

20 Code section 518A.18 is amended and provides that a state 

21 mutual association is required to annually prepare a statement 

22 of the condition of the association for the preceding calendar 

23 year. The statement is to conform to the statement blank 

24 prescribed by the commissioner. 

25 Code section 5l8A.29 is amended and provides the manner for 

26 cancellation and nonrenewal of a policy issued by a state 

27 mutual insurance association. 

28 Code section 518A.44 is amended to provide that reinsurance 

29 obtained by a state mutual insurance association will cover 

30 losses incurred only from coverages written under Code chapter 

31 518A. 

32 Code section 522.3 is amended by striking language 

33 requiring that a first-time applicant for a license as an 

34 insurance agent pay to the commissioner an application fee of 

35 $10 for each line of insurance. 
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1 Code section 573.3 is amended to provide that a public 

2 corporation, with respect to a public improvement which is or 

3 has been competitively bid or negotiated, shall not require a 

4 contractor to procure a bond from a particular insurance or 

5 surety company, agent, or broker. 

6 The bill repeals sections relating to required reserve 

7 funds, unearned premium reserves, the state mutual insurance 

8 association concerning the borrowing of money, liability of 

9 members, reserves for unearned premium, cancellation of 

10 policies by insureds, unearned assessments, and pro rata 

11 assessments of association members. 

12 Portions of the bill are effect upon enactment; July 1, 

13 2000; and January 1, 2001. 
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SENATE FILE 2409 

AN ACT 

RELATI NG TO The. OPERI'.T :ON AND REGULA':'ION OF INS;J~ANCE 

CC~PANIES, M~TUA~ :NS~RANCE ASSOCIATIONS, BENEVOLENT 

ASSOCIA,:ONS, EEALTH "'.AINTENANCE ORGANIZATIONS, AND 

O'l'i-lER INS;';RANCE OR RISK-ASSiJMI"G DJ'l":TIES, I"C:J::JING 

THE RIGHTS ANJ DUT:ES OF SUCH LNT:TIES AND :HE POWERS 

AND AUTHORI':'Y OF THE INSURANCE COM.'-I:SSIONER AND PROVIDING 

EFFECTIVE ::JA7ES. 

BE IT ENACTED BY TilE GENERAL ASSEMBLY OF THE STATE OF IOWA: 

Section 1. Section 87.4, unnumbered paragraph 2, Code 

1999, is amended to read as follows: 

A self-insura~ce association formed under this section and 

an association comprised of cities or counties, or both, or 

community colleges as defined in section 260C.2 or school 

corporations, or both, or other political subdivisions, whiCh 

have entered into an agreement under chapter 28E tor the 

purpose of estab"ishing a self-insured program for the payment 

of workers' co~pensation benetits are exempt from taxation 

under section 432.1. 
Sec. 2. Sect:on 87.4, unnumbered paragraph 4, Code 1999, 

is amended to read as follows: 

A se:f-insured program for the payment of workers' 

compensation be~ef:ts established by an association comprised 

of cities or cou~ties, or both, or community col:eges, as 

defined in section 260C.2, or other political subdivls~onst 

which have er.te:ed into an agreement under chapter 28E, is not 

insurance, ar.d is not subject to regulation under chapters ~05 

through 523C. MembershIp in such an association together with 

payment of pre~iums due relieves the member from obcaining 

insurance as required in section 87.1. Such an associa:ion is 

not required to submit its plan or program to the commissioner 

of insurance for review and approval prior to its 
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i~plementation and :s not subject to rules or rates adopted by 

the commissioner re:ating to workers' compe:1satic~ group self,· 

insurance programs. Such a program is deemed to be in 

comp!iance w!th this chapter. 

Sec. 3. Section lOOA.l, Code 1999, is amended by adding 

the following new paragraph: 

NEW PARAGRAPH. j. The fraud bureau within the insurance 

division of the department of commerce. 

Sec. 4. Section 505.8, subsection 5, Code Supplement 1999, 

is amended by striking the subsection. 

Sec. 5. Section 505.8, Code Supplement 1999, is amended by 

adding the tollowing new subsection: 

NSW SUBSECTION. 7. The co~~issioner sha"l adopt rules 

protecting the privacy of information held by an insurer or an 

agent consistent with the federal Gramm-Leach-8liley Act, Pub. 

L. No. 106-102. 

Sec. 6. NEW SECTION. 505.23 HEARINGS. 

If an evidentiary hearing is conducted in a proceeding 

pursuant to sectivJ," 5088.7, 51SG.7, :'2lA.3, or 521A.14, or in 

a proceeding with respect to a merger or ccnso:idation 

pursuant to chapter 521, the proceeding is a contested case 

subject to chapter 17A. 

Sec. 7. Section 508.4, Code 1999, is amended to read as 

follows: 

:'08.4 APPROVAL OF AMENDMEN'l'I:J. 

All a~endments to s~eh-a~tieies-b~d-eme~dme~ts-he~edfte~ 

made-to the articles of incorporation "f companies already 

organized under the laws of this state shall be approved in 
like manner. 

A cor.,pany shall file w:th the commis"ion.er bylaws and 

subseguent a~end~er.ts to such by:aws wilhlJ' t~'rty days of the 

adoption of such bylaws and amendments. 

Sec. 8. Section 508B.3, unnumbered paragraph 1, Code 1999, 

is amended to read as tOllows: 
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A plan of c~r~~=sion shal: ~o~ be tln~e~r-or-tneqtlt~~b~e 

fair and eauita~_~ ~o po:ccyholders. A plan of ccnvers:o~ is 

nO~-tlnf6~r-or-~·~~~~~ee~e fair and equitable if it sat:sf:es 

the conu:::ons ',: subsections 1, 2, or 3. ~he commissloner 

may deter~:ne ~~~~ ~~e~ any other plan proposed by a mutual 

company is no~-~~~~~~-or-~neqe~~eb~e fair and equlcable to its 

policyholders. 

Sec. 9. Sec:_~~ 508B.4, Code 1999, is amended to read as 

follows: 

5083.4 ~L:G:3LE POLICYHOLDERS PAR~IC:PA~ION. 

The policyr.0:~e!s who are entitled to notlce of and to vote 

upon approval of a plan of conversion and entitled to notice 

of a public hea!:ng are the policyholders whose policies or 

contracts are in ~orce on the date of adoption of the plan of 

conversion. Eacr. policyholder whose policy has been in force 

for at least one year prlor to the date is entitled to the 

consideration, if any, provided for the policyholder in the 

plan based on the policyholder's membership interest 

determined pursuant to this chapter, but only ~o-~he-extene 

thee i! the policyholder's membership interest arose from 

po±~e~e~-or-een~reee~ a oolicy or contract in force on the 

effect eve date of the conversion and wh±eh-we~e-±n-~e~ee such 

me~be~ship :nteres~ has been held cor.~inuous~y for at :east 

one year prior to ~he dace of adoption of the plan. for this 

purpose, any changes in status of, or premiums in excess of 

those rpquired on the policies or contracts occurring or made 

a:ter :he date one yea~ prior to the date of adoption of the 

plan shall be disregarded. 

Sec. 10. Section S08B.7, Code :999, is amended to read as 

:ol:ows: 

5088.7 REVIEW OF P~AN BY COMMISS:ONER -- HEAR:NG 

AUTHORIZED -- APPROVAL. 

The commissioner of insurance shall review the plan. The 

commissioner shall approve the plan :f the commissioner finds 

~~e p"an complies with all provisions of law, th~ is ne~ 
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~n~e~~-e~-±neq~~~eo±e fair and egul:able to the mutual company 

and its policyholders, and that the reorganized company w:ll 

have the amount of capital and surplus jeemed by the 

commissioner to be !"easo~ab]"y :1ecessary for '::5 future 

solvency. The cOmIT.issioner ~ay crder a hearing on the 

fairness and equity of the terms of the plan after giving 

written notice of the hearing to the mutual com~any, ets 

policyholde~s, and other interested pe"sons, all of wnom have 

the right to appear at the hear~ng. Costs incurred :n 

connection with the notice sha"l be paid by the company. 

Sec. 11. Section 508B.9, unnumbered paragraph 1, Code 

1999, is amended to read as foclows: 

When the commissioner and the policyholders approve the 

conversion plan as provided in this chapter, the commissioner 

shall issue a new certificate of authority to the reorganized 

company effective on the e:fective date ~~ee±f~ed of the 

conversion as provided in the p:an. The reorganized company 

is a continuation of the mutual life insurance company and the 

conversion shall not annul or modify any of the mutual 

company's existing suits, contracts, or liabilities except as 

provided in the approved conve!sion plan. All rights, 

franchises, and interests of the mutual company in and ~o 

property, assets, and other interests shall be transferred to 

and shall vest in the reorganized company and the reorganized 

company shall assume all obligations and liabilittes of the 

mutual company. 

Sec. 12. Section 508B.14, unnumbered paragraph 2, Code 

Supplement ~999, is amended to read as follows: 

An action challenging the validity of a conversion plan, or 

any part of a conversion p:an, shall not be commenced more 

than o~e-htlnd~ec-e~9h~y ~hirty days following the dace of 

ap9rovac by the commissioner~less an application :or 

rehea~~nq is filec ours~ry~ __ ~E~~ction l7A.:6, subsect:on 2. 

:: an aoo:':'ca-:.ion for rehearing ~~~:'le~r.e!1 ..:,?~~act:"on 

must pe :i:ea '..;i.:h::.n ::'1irty days aEte~ __ that aop:'icati~.G~ 

• , 
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de~_~~ ~r deemed denied or, if ~he aoplication is granted, 

w_:~._:--. -:':~~r~v days d:~e!" ':::e iss~ance of the camm':'ssio;<.er's 

::":iG_ ':ecision on re!'"'.ca~:!1Q. 

Se~. 13. Section ~03C.3, subsection 3, Code J999, is 

ar.e~c~d by adding the following new paragraphs: 

~~~ ?ARAGRAPH. j. An obligation that does not arise under 

:~~ ~z?:ess writ~en ter~s of a covered pol:cy. 

~:~ ?ARAGRAPH. k. A contractual agreement that 

eS:Q~.:shes a ~ember insurer's obligacions to provide a book 

va:~e accounccng guaranty for defined ccntribution benefit 

p:an participants jy reference to a porcfolio of assets that 

is owned by the benefit plan or its t~stee, which in each 

case :s not an a:filiate of the member ~nsurer. 

:-<=:W ?ARAGRAPH. A portion of a covered policy to the 

ex:er.: _~ provides :or interest or other change in value to be 

deter~:ned by the use of an index or other external reference 

stated in the covered policy, but which has not been credited 

to toe covered policy, or as to which the covered policy 

owner's rights are subject to forfeiture, as of the date the 

mer.Der insurer becomes an impaired or insolvent insurer under 

this chapter, whichever is earlier. If a covered policy's 

:ntecest or change ~n value is credited less frequently than 

a~r.ually, then for purposes of determining the values that 

have been credited and are not subject to forfeiture under the 

covered policy, the interest or change in val~e determined by 

us:~q the procedures defined in the covered policy will be 

creo:ted as if the co~tractua: date of cr2diting interest or 

changing va:ues was the date of impairment or inso:vency, 

whichever is ear~ier, and will not be subject to :orfeiture. 

Sec. 14. Section 50SC.9, subsection 5. paragraph a, Code 

~999, is amended to read as follows: 

a. ~he :ota: of all assessments upon a ~ember insurer for 

each account sha:: not in anyone calendar year exceed two 

percent of the average of the insurer's premiums received in 

:~is state during the three most recent calendar years Eor 

• 
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which information tS avai"ab~e, p,eced~ng ~he year in which 

che insurer becomes impaired or :~so~vent, on the policies 

related to that account. Hcweve:, :~ :wo or ~o:e assessments 

are authorized in one cale~dar year Jlth respect :0 insurers 

~~at beco~e impaired or :nso~vent in dif~ere~t ca:endar years, 

the average annual oremiurns :or purposes of ~he aggregate 

assessment percentage limica:ion of :his paraoraph shal: be 

eaual, and limited, to the higher of :he three-yea: average 

annual oremiums for the apolicab~e account as calculated 

pursuant to this secticn. I~ the maximum assessment for an 

account, together with the other assets of tne association in 

the account, does not provide in anyone year in the account 

an amount sufficient to carry out the responsibilities of the 

association, the necessary additiona: funds shall be assessed 

for the account in succeeding years as soon as permitted by 

this chapter. 

Sec. 15. Section 511.B, subsection 5, paragraph b, 

unnumbered paragraph 1, Code 1999. is ame~ded to read as 

follows: 

If adjustment. income or other contingent interest 

obligations, the net earnings of the issuing, assuming or 

guaranteeing corporation available for its fixed charges for a 

period of five fiscal years next preceding the date of 

acquisition of the obligations by such insurance company shall 

have averaged per year not less than one and one-half times 

such average annual fixed charges of the issuing, assuming or 

guaranteeing corporation and its average annual ~aximurn 

contingent interest applicable to such period and, during at 

least one of the last two years of such period, its net 

earnings shall have been not less than one and one-half times 

the sum of its fixed charges and maximum contingent interest 

for such year, or if, at che date of acquisition, the 

obligations are adequatecy secure anc have invescment 

gua:ities and characteristics and specuiative elements are not 

predominant. 
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Sec. :6. Secc:sn 51:.8, s~bsecc"cn 5, parag~aph b, 

.·,~moered paragrapr. 4, Cede :999, is amended to read as 

:',: :ows: 

"!'he term "corporation" as ,-,sed in this chapter includes a 

::_~t stock assoc~atlon, a limited ~:abil":y company, a 

~.=:nership, or a crust. 

Sec. 17. Sect~on 511.8, subsection ~7. paragraph b, Code 

~399, is amended by striking the paragraph. 

Sec. 18. Section 511.8, Code 1999. is amended by adding 

:~e following new subsection: 

NEW SUBSECT:ON. 22. FINANCIAL I:-IS'!'RUMENTS USED IN HEDGING 

~?-ANSACTrONS . 

a. As used in this subsection, unless the context 

~:nerwise requires: 

(1) "Financial instrument" means an agreement, option, 

:nstrument, or any series or combination agreement, option, or 

:nstrument that provides for either of the following: 

(a) To make or take delivery of, or assume cr relinquish, 

o specified amount of one or more underlying interests, or to 

~~ke a cash settlement in lieu of such delivery or 

relinquishment. 

(b) ~hich has a price, performance, value, or cash flow 

cased primarily upon the actual or expected price, ~evel, 

~erformance, value, or cash flow of one or more underlying 

:r.terests. 

(2) "Financial instrument t~ansaction" means a transaction 

lnvolving the use of one or mo~e financial instruments. 

(3) "Hedging transaction" means a financia: instrument 

t~ansaction which is entered into and maintained to reduce 

eIther of the following: 

(a) The r:sk of a change in the value. yield, price, cash 

~:ow, or quality of assets or liabil:ties which the domestic 

_~surer has acquired and maintains as qualified assets in its 

~egal reserve deposit or which liabilities the domestic 

!nsurer has incu~red and form the basis for calculation of its 

:egal reserve. 
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(b) ~he currency exchange-rate risk or the degree of 

ex?osure as to assets or liabi:ities which the domestic 

insurer has acqc;:red or incurred. 

b. F:nancfa: instruments used in hedging transactions must 

meet the qualifications established in subsecticn 5 for bonds 

or other evidences of indebtedness issued, assumed, or 

gua~anteed by a corporation incorporated unde: the laws of the 

~nited States or Canada, or the qualifications establ:shed in 

subsection 19 for bonds or other evidences of indebtedness 

issued, assumed, or guaranteed by a corporation inco~porated 

under the laws of a foreign government other ~han Canada. 

c. Investments In financia~ instruments used in hedging 

transactions are not eligible in excess of two percent of the 

legal reserve in the financial instruments of anyone 

corporation, less any securities of that corporation owned by 

the company or association and in which its legal reserve is 

~nvested, except insofar as the financial instruments are 

collateralized by cash or United States government obligations 

as authorized by subsection 1 deposited with a custodian bank 

as defined in subsection 21, and held under a written 

agreement with the custodian bank that complies with 

subsection 21 and provides for the proceeds of the collateral, 

subject to the terms and conditions of the applicable 

collateral or other credit support agreement, to be remitted 

to the legal reserve deposit of the company or association and 

to vest in the state in accordance with section 509.18 

whenever proceedings under that section are instituted. 

d. Investments in financial instruments used in hedging 

transactions are not eligible in excess of ten percent of the 

legal reserve, except insofar as the financial instruments are 

co~lateralized by cash or United States government obligations 

as autho~ized by subsection 1 deposited with a custodian bank 

as defined in subsect~on 21, and held ander a written 

agreement with the custodian bank that complies with 

subsectlon 21 and provides for the proceeds of the collateral, 

• t ~~ 
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s~b:ect to the terms and conditions of ~he applicable 

c~~:ateral or other credie support agreement, to be remitted 

~c :he legal reserve deposit of the company or association and 

~c vest in the sta:e i~ accorda~ce with sec~ion 508.:8 

whenever proceedings under this section are inseituted. 

e. Investments in financial instruments of foreign 

gove~nments or foreign corporate obligations, other than 

Canada, used in hedging transact:ons are not eligible in 

excess of ten percent of the legal reserve, less any foreign 

~nvestment authorized by subsection 19 owned by the company or 

association and in whiCh its legal reserve is invested, except 

,rsofar as the :inancial instruments are collateralized by 

cash or United States government ob:igations as authorized by 

subsection I deposited with a custodian bank as defined in 

subsection 21, and held under a written agreement with the 

custodian bank that complies with subsection 21 and provides 

Eor the proceeds of the collateral, subject to the terms and 

conditions of the applicable collateral or other credit 

support agreement, to be remitted to the legal reserve deposit 

of the company or association and to vest in the state in 

accordance with section 508.18 whenever proceedings under that 

section are instituted. 

f. Prior to engaging in hedging transactions under this 

subsection, a domestic insurer shall develop and adequately 

document policies and procedures regarding hedging transaction 

strategies and objectives. Such policies and procedures shall 

address authorized hedging transactions, limitations, internal 

controls, documentation, and authorization and approval 

procedures. Such policies and procedures shall also provide 

for review of hedging transaceions by the domestic insurer's 

board of directors or the board of direc~ors' designee. 

g. A domestic insurer shall be able to demonstrate to the 

commissioner the :~tended hedging characteristics of hedging 

transactions under this subsection and the ongo1ng 

ef~ectiveness of each hedging transaction or combination of 

hedging transactions. 

• .' 
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h. Financial instrumerts used in hedging transactions 

shal: only be eligible in accordance with this subsection 

af~er ~he commissioner has adopted rules pursuant to chapter 

l7A regulating hedging transactions under this subsec~ion. 

Sec. 19. NEW SECTION. SI2A.IO AMENDMENTS TO ARTICLES A~D 

BY~AWS. 

1. An organization shall present to the commissioner of 

insurance for approval ~ts articles of incorporatiJn and any 

subsequent amendment. The commissioner shall submit the 

articles of incorporation and any subsequent amendment to the 

at~orney general for examination, and if found by the attorney 

general to be in accordance with this chapter, and the 

constitution and laws of the state, the attorney general shall 

certify such fact on the articles of incorporation or 

amendment and return the areicles or amendment to the 

commissioner. Articles of incorporation or an amendment to 

the articles shall not be approved by the commissioner or 

recorded unless certified by the attorney general. 

2. ~he directors of a benevolent association shall have 

the auehority to enact such bylaws and regulations not 

inconsistent with law as they consider necessary for the 

regulation and conduct of the bus~ness. A change in the 

bylaws shall not limit coverage under existing certificates. 

A benevolent association shall file with the commissioner 

bylaws and amendments to the bylaws within thirty days of 

adoption of such bylaws or amendments. 

Sec. 20. Section 513B.2, subsections 2, 13, and 15, Code 

1999, are amended to ~ead as follows: 

2. "Base premium rate" means, for each class of business 

as to a rating period, the lowest premium rate charged or 

which could have been charged under a rating system for that 

class of business, by ~he small employer carrier to small 

emp~oyers W~t~-~~m~tar-ea~e-enaraeteri~e~es for hea:th 

insurance p:ans with the same or simi~ar cove~age. 
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: ~ . ·:~dex rate" means for each class of bus~~ess for 

s"-a:: eT.p~oyers wi~h-~±mi~e~-ee~e-ehe~ae~e~i~t±e~ the average 

of the applicable base premium rate and the corresponding 

hig~es~ premium rate. 

:S. "New business premium rate" means, for each class of 

ousi~ess as to a rati~g tleriod, the :owest premium rate 

charged or offered by the small employer carrier to small 

e~pleyers wi~h-~±m±±e~-ee~e-ehareete~±5~±e~ for newly issued 

hea:~h ~nsurance coverages with the same or similar coverage. 

Sec. 21. Section 513C.lO, sUbsect:on 6, Code 1999, :s 

ame~ded to read as follows: 

6. rtates for basic and standard coverages as provided in 

this c~apter shall be determined by each carrier or organized 

de::very system as the average-of oreduct of a basic and 

standard factor and the lowest rate available :or issuance by 

that carrier or organized delivery system adjusted for rating 

charac:er!stics and benefits and-~he-maximttm-rate-aiiowabie-by 

iew-e~ter-ad;tt~tment~-£or-rete-eharaete~±~~±e~-and-benefi~~. 

Basic a~d standard factors shal: be established annually by 

the :~wa :nd:vidual health benefit reinsurance association 

beard 'N::!'! the aooroval of the cOfT\J1\issioner. MUlt!ple basic 

and standard factors for a distinc~ oro~oi~o ef basic a~d 

st~~dard oolicies, may be establ:shed. A basic and standard 

!actor is limited to a minimum value defined as the ratio of 

the average of the ~owest rate ava~lable for issuance and the 

maximum rate allowable by :aw divided by ~he lowest rate 

availaDle for issuance. A basic and standard factor is 

limited to a maximum value defined as the ratio of the maximum 

rate allowable by law divided by the lowest rate availab:e for 

issuance. The ~ax:m~m rate al:owable by law and the lowest 

ra~e available for issuance is de~errnined based on the rate .- . 

restric:ions under this Chapter. Hcwever, to ~aintaln 

assessa~!e loss assessments at or below one oercent 0: total 

~ea:-.}'._insuran~e ::Jre:niur:1s or payments as de~ermined in 

accordance with sUDsection 10, the :owa individual health 
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benefit reinsurance assoc~ation board w:th the 3D::J~~val ::J~ ~he 

car:unissicner may increase the value :Oar a"y bas:c and standard 

facter greater than the maXlmum value and w~:h the aoproval of 

t"e carr.missloner may i:1crease ,:est sharIna ::JreVlS'ors 

inCluding, but not limited to, basic and standard olan 

deductioles, CCInsurance, or cooayments. 

Sec. 22. Section 514.3, Code :999, is amended ~o read as 

followS: 

514.3 APPROVAL BY COMMISS:ONER. 

The articles of incorporation, and any subse~Jent 

amentinents, of SttC" ~ corporation shall have endorsed ~he~eon 

~ or annexed there~o to the approval of the commissioner of 

insurance before the same shall be filed for record. ~ 

corooration shall file with the commissioner byla'Ns and 

subseauent amendme:1ts to the bylaws within thirty days of the 

adoption of the bylaws and amendments. 

Sec. 23. Section 514.4, unnumbered paragraph 7, Code 1999, 

is amended by striking the unnumbered paragraph. 

Sec. 24. NEW SECTION. 514B.3A APPROVAL BY COMMISSIONER 

AND ATTORNEY GENERAL. 

The articles of incorporation, and any subsequent 

amendment, of a corporation shall have endorsed on or annexed 

to such articles or amendment the approval of the commissioner 

of insurance and the attorney general before :i1ing for 

record. A corporation shall file with the commissioner bylaws 

and subsequent amendments to the bylaws wichin thirty days of 

the adoption of the bylaws and amendments. 

Sec. 25. Section 5148.24, unnumbered paragraph 1, Code 

1999, is amended co read as follOWS: 

The commissioner shall make an examination of the affairs 

of 6~y ~ ~ea1th maintenance organization and :ts providers as 

often as the commissioner deems necessary :or the protection 

of the in:erests of the people of this sta:e, Dut not ~ess 

frequently than once every ~~~ee five years. 

• 
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Sec. 26. N~ SECT~ON. ~~4B.2SA INSOLVENCY PROTECTION -­

ASSESSMENT. 

~pon a hea:th ~alntenance organization or organized 

de::~ery syste~ authorlzed to do business in this state and 

~:ce~sed by the c:reccor of public health being declared 

:,:'\so~'Jent by the district co~rt, the comm~ss::'oner may levy an 

assessment on each health maintenance organization or 

or~an"zed delivery system doing ~usiness in th~s state and 

lice~sed by the direc~or of public health, as applicable, to 

pay ~:aims for uncovered expend:tures for enrollees. The 

CO~~:SSloner shal: not assess an amount in anyone calendar 

yea: which is more than :wo percent of ~he aggregate premium 

wr:c~en by each hea~th maintenance organization or organized 

de~:very system. 

2. The comrr.issioner may use funds obtained through an 

assessment under subsect:cn 1 to pay claims for uncovered 

expend::'tures for enrollees of an insolvent health maintenance 

organization or organized delivery system and administrative 

COSts. The commissioner, by rule, may prescribe the time, 

~anner, and form Eor filing claims under this section. The 

cc~,issioner may require claims to be allowed by an ancillary 

receiver or the domestic receiver or llqu:dator. 

3. a. A receiver or liquidator of an insolvent health 

maintenance organization or organized delivery system shall 

a::ow a claim :n t~e proceeding in an amount equal to 

~ncovered expenditures and administrative costs paid 'Ur.der 

this section. 

b. A person receiving benefits under this section for 

unc8vered expenditures is deemed to have assigned the rights 

~~der the covered health care plan certificates to the 

co~~issioner to the extent of the benefits received. The 

corr,:r,; ss iener may ~equi re an ass ignment of such rights by a 

payee, enrol:ee, or benef:clary, to the commissioner as a 

condition precedent to the receipt of such benefits. The 

commissioner is subrogated to these rights against the assets 
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of the insolvent health maintenance organczat_on or organized 

delivery system that are held by a receiver or :iquidator of a 

foreign Jurisdiction. 

c. The assigned subroga~ion rights of ~~e cor.~issioner and 

a:lowed c:aims under this s~bsection have ~he same priority 

against the assets of the insolvent health ~aintenance 

organization or organized delivery system as those c:aims of 

persons entitled to receive benefits under th~s section or for 

similar expenses in the receiverShip or liquidation. 

4. If funds assessed under subseCtlon 1 are unused 

following the completion of the liquidation of an insolvent 

health maintenance organization or organized delivery system, 

the commissioner shall distribute ~he remaining amounts, if 

such amounts are not de minimis, to the hea:th maintenance 

organizations or organized delivery systems that were 

assessed. 

5. The aggregate coverage of uncovered expenditures under 

this section shall not exceed three hundred thousand do:lars 

with respect to one individual. Continuation of coverage 

shall cease after the lesser of one year after the health 

maintenance organization or organized delivery system is 

terminated by insolvency or the rema:ning term of the 

contract. The commissioner may prov:de continuation of 

coverage on a reasonable basis, including, but not limited to, 

continuation of the health maintenance organization or 

organized delivery system contract or substitution of 

indemnity coverage in a form as determined by the 

commissioner. 

6. The commissioner may waive an assessment of a health 

maintenance organization or organized jel:very system if such 

organization or system is impaired financ~a:~y or would be 

impaired financially as a result of such assessment. A health 

maintenance organization or organized de:ivery system that 

:ails :0 pay an assessment within thirty days after notice of 

the assessment is subject to a civil forfeiture of not ~ore 
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~~an ~ne ~housand dol:ars for each day the failure continues, 

and s~spension or revocation of its cer:ificate of authority. 

An ac:io~ caken by the commIssioner t~ enforce an assessment 

under this section may be appealed by the health maintenance 

organiza~ion or organized delivery system pursuant to chapter 

17A. 

Sec. 27. Section 515.2, Code 1999, is amended to read as 

fol~ows: 

515.2 ARTICLES -- APPROVA:". 

2ach SGch organization 3hall present to the commissioner of 

insurance its articles of incorporation, which shall shOw its 

name, objects, location of its principal place of business, 

and amount of ~ts capital stock, who shall submit it to the 

attorney genera~ for examination, and if found by the attorney 

general to be in accordance with the provisions of this title, 

the laws of the United States, and the Constitution and laws 

of the state, the attorney general shall certify such fact 

thereon and return the same to said commissioner, and no 

artlcles shall be approved by tne commissio~er or recorded 

un:ess accompanIed with such certificate. A company shal: 

file with the co~nissioner bylaws and subsequent amendments to 

the bylaws within thirty days of the adoption of the bylaws 

and amendments. 

Sec. 2S. Section 515.46, Code 1999, is amended to read as 

follows: 

515.46 FORFSITURE OF CERTIFICATE OF AUTHORITY. 

Any dividend made contrary to the provisions of ~ection~ 

section 515.44 a~o-5%5~45 or rules adopted by the commissioner 

shall subject the company making it to forfeiture of its 

certificate of authority. 

Sec. 29. Section 515.71, unnumbered paragraph ~, Code 

:999, is amended :0 read as fo1:ows: 

Every alien :nsurer authorized to transact business in this 

state shall a: a:l times maintain a deposit with the 

commissioner c: :nsurance in cash or in securities in which 
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insurance companies are authorized to invest, of a sum equal 

to the greater of the reserve on a:i polic:es covering risks 

located in this state or one mi:lion d~llars. The securities 

snal" be approved, and t~e amount 0: t~e de?OSlt snal: be 

determined, by the co~~iss:oner in-aceo~oanee-wi~h-~ee~ion 

5%5~4~. The commissioner, in the commissioner's discretion, 

may permit the withdrawal of interest earnings. 

Sec. 30. Section 5153.2, subsection 5, Code 1999, is 

amended to read as follows: 

s. "Insurer" means an insurer licensed to transact 

insurance business in this state under either chapter 515 or 

chapter 520, either at the time the policy was issued or when 

the ~nsured event occurred. It does not include county or 

state mutual 8~~e~~me"~ insurance associations licensed under 

chapter SIS or chapter SISA, or fraternal beneficiary 

societies, orders, or assoc:ations licensed under chapter 

512B, or corporations operating nonprofit service plans under 

chapter 514, or life insurance companies or life, accident, or 

health associations licensed under chapter 50S, or those 

professions under chapter 519. 

Sec. 31. Sect:on 515C.3, Code 1999, is amended to read •• 

follows: 

SISC.3 BASES FOR COMPUTATIONS. 

The unearned premium reserve shall be computed in 

8ceorde"ce-with-~ec~~on-5%5~4~T-excep~-th8~-a%i-prem~~m~-o" 

ri~k~-wrie~e"-for-o"e-year-or-%e~~-m~~~-be-re~er~ed-on-8 

mo~~hiy-pro-rBt8-b8~i~T-and-the-re~er~e-£or-~ho~e-po%ieies 

co~er~n~-a-ri~k-period-of-more-~han-fi~e-year~-~ha%2-be 

eomptt~ed-~"-accorda"ce-wi~h-£orm~%ae-fiied-by-~he-in~~rer-anc 

ap~ro~eo oursuant to rules adopted by the commissioner of 

insurance. 

Sec. 32. Section 515F.3, subsection 6, Code 1999, is 

amended to read as follows: 

6. Insurance written by a county mutual a~~e~~ment 

insura~ce association as provided in chapter 51SA . 

• 
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Sec. 33. Sec:ion SlSG.7, Code 1999, is amended to read as 

fol:ows: 

51SG.7 REVIEW OF PLAN 3Y COMM:SSIONER -- 3EARING 

AU'rHORI ZED -- APPROVAL. 

~he commissooner of insurance shall review the plan. ~he 

commissioner shall approve tr.e plan if the CO~~ls5ioner fonds 

the plan conoloes ~itn all prov!s,ons of law, the plan oS ~O~ 

~nfe±~-o~-±~eq~±~eb±e fair and eguitable to lhe mutual :"surer 

and its policyholde~s, and that the reorganized company wi:l 

have the amount of capital and surplus deemed by the 

• commissioner to be reasonably necessary ~or :ts fut'Jre 

~ solvency. The commissioner may order a hearIng on the 

fairness and equity of the terms of the plan after giving 

written notice of ~he hearlng to the mutual insurer, and its 

policyholders, all of whom have the right to appear at the 

hearing. 

Sec. 34. Section 5l5G.l4, unnumbered paragraph 1, Code 

1999, is amended to read as follows: 

An action cha:lenglng the validity of a conversion plan, or 

any part of a conversion plan, shal" not be commenced more 

than thirty days following the date of approval by the 

commissioner, unless an applicat:on for rehearing is fi:ed 

pursuant to section 17A.16, subsection 2. If an application 

for rehear:ng is filed, then such action must be filed within 

thirty days after :hat application is denied or deemed denied 

or, if the application is granted, wothin th:rty days after 

the issuance of the cc~~issioner's final decision on 

rehearing. 

Sec. 35. Section 518.7, Code 1999, is amended to read as 

follows: 

518.7 OFFICERS ~ND DIRECTORS -- ELECTION. 

Of:icers or directors sha:l be elected or. the ~anner and 

for the length of time prescribed in t~e art:c:es of 

incorporation. ~he same person shall not s:multaneous:y hold 

the of:ices of president and secretary. A director shall be a 

De~ber of the association. 

• • 
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Sec. 36. Section 518.8. Code 1999, is amended t~ read as 

follows: 

518.8 BYLAWS. 

The directors of the association shall have the authority 

~o enact such bylaws and regulations not inconsistent with law 

as they consider necessary for the ~egulation and conduct of 

the business. No change in the bylaws shall have the ef~ect 

of limiting coverage under existing policies of insurance. ~ 

association shall file with :he commissioner bylaws and 

s~bseguent amend~ents to the by!aws within thirty days of the 

adoption of the bylaws and amendments. 

Sec. 37. Ngw SEC~ION. 51S.l3A ASSESSM£N~S PROHI3:TED. 

An association doing business under this chapter shall not 

levy an assessment on any member of the association. 

Sec. 3S. Section 51S.17. Code Supplement 1999, is amended 

to read as fol2ows: 

518.17 REINSURANCE. 

A county mutua: insurance association may reinsure a part 

or all of its ~±~k~ coverages written pursuant to this chapter 

with any ~ association operating under ~~~-pro~~~±o~~-o~ 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. 

Re:nsurance 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-±o~~ losses from 

coveraaes written pursuant to this chapter of ~ore than 

fifteen percent from surplus in any calendar year. The 

co~~issioner of insurance ~ay require additional reinsurance 

if necessary to protect t~e policyholders of the association. 

Sec. 39. Section 518.23, Code 1999, is a~er.ded to read as 

fol:ows: 

5lS.23 CANCELLATION OF ?OLICIES. 
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C,'.:-IC:::LLATiON 8Y I!'<SlJRED. Any ~ policy shall be 

canceled at any time at the request of the :nsured upon the 

return of the policy to the hOT.e office of the association, 

and the payme~t of all premium charges against such policY7-0~ 

oy-the-~~~oe~e~~on-oy-g~~~ng-~~~e-dey~~-no~~ee-o£-s~ch 

eenee±~et~on. Stteh-~e~~~ce 

2. CANC2LLATION BY ASSOC:ATION. 

a. Except as provided in oaragraph "b", notice of 

cancel:ation ~s not ef:ective unless mailed or delivered by 

the association to the named insured at :east twenty days 

before :he ef:ective da:e of cancel:ation. 

b. ~otice of cancel~ation resulting from nonpayment of a 

premium or installment orovided for in the col icy, or orovided 

~or in a note or contract for the pay~ent of such premium or 

installment, 1S not effective unless ~iled or delivered by 

the assor-iation to the named insured at least ten days prior 

to the date of cancellation. 

c. If a notice of cancellation under paragraph "a" or Db" 

fails to include the reason ~or such cancellation, the 

associat1on, upon receipt of a t:~e:y ~eguest by the named 

insured, shall provide in writing ~he reason for the 

ca~cel1ation. 

3. ~ONRENEWAL BY ASSOCIATION. A notice of intentlon not 

to ~enew is not effective unless ma::ed or delivered by the 

insurer to the named insured at ~east thirty days orior to the 

expiration date ~f the policy. If the reason does not 

accompany the notice of nonrenewal, the association, upon 

receipt of a ti~ely reguest by the named insured, shall 

prov:de the reason for the nonrenewal in writing. 

~. NOTICE, Service of notice under subsection 2 or 3 may 

be made in person, or by mailing such notice by certified mail 

deposi~ed in the post office and directed to the insured at 

the insured's post office address as given in or upon the 

9O~icy, or to such other address as the insured shall have 

g:ven to the association in writing. A post office departmen: 

• • 
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receipt of certified or registered mail shall be deemed proof 

of receipt of such notice. If in either case the cash 

pay~ents ~he±± exceed the amount properly chargeable, the 

excess If~'!:± shall be refunded to :he insured upon the 

surrender of the policy to the association at :ts home office. 

Sec. 40. Section 5lBA.6, Code 1999, :s amended to read as 

fol101"s: 

SlBA.6 OFFICERS -- ELECTION. 

Officers or directors shall be elected in the manner and 

for the length of time prescribed in the articles of 

incorporation or bylaws. The same person shall not 

si~ultaneously hold the offices of president and secretary. ~ 

director shall be a ~ember of the association. 

Sec. 41. NEW SECTION. SlBA.6A BY~AWS. 

The directors of the association may enact the bylaws and 

regulations not inconsistent with law as they consider 

necessary for the regulation and conduct of the business. A 

change in the bylaws shall not limit coverage under existing 

policies of insurance. An association shall file with the 

commissioner bylaws and amendments to bylaws within thirty 

days of adoption. 

Sec. 42. Section 5~BA.7, Code 1999, is amended to read as 

follows: 

5lBA.7 POLICIES -- ISSOANCE -- CCN~IT:ONS. 

No ~ state mutual esse~sme"~ insurance association shall 

~ issue policies until at least one hundred twenty-five 

applications have been received in any class as shown by 

section SlBA.l, representing the following amount of 

insurance: Classes one, two, three, and five, two hundred 

:ifty thousand dollars each; class four, one hundred thousand 

dollars, and no-eett"~y-m~ttte'!:-asses~ment-e~~ee±et~o"-~ha'!:± 

~~~~e-~o±±c~e~-ttnt~±-e~~!±ee~±on~-~o~-in~tt~e"ee-te-~he-emottne 

o£-~ifty-~hott~end-do'!:ie~~-~ep~e~en~±ng-et-'!:ee~t-~~~ty 

appi±ea"~~-he~e-been-~ece±~ee7-e"a-"o an application for 

insurance during the period of organization shall not exceed 

• 
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t~c ~e,cenc ~f the amount required for organization, or after 

one lear of organization, one percent of the total ins~rance 

in :~,ce, any reins~rance ~ak:ng effecL semu:taneously wit~ 

t~e ?Clccy oeing deducted in deter~ining such ~ax:mum sing:e 

ri5~. 

Sec. 43. Section 518A.9, Code 1999, :s amended by striking 

the section and inserting in l"eu thereof the fo~lowing: 

S:8A.9 ?REMIUM CHARGES. 

A~ association, by action of its board of directors, may 

es:anlish ~remiurn charges for the purpose of payment of losses 

and expe~ses and for the establishment or maintenance of a 

rese!~e ~~nd. 

A PO:1CY shall stand suspended if any default is ~ade in 

t~e payment of any premium on or before the date specified in 

a wrL:ten notice requiring the payment of such premium and 

mai:ed to the insured and directed to the insured's las: known 

address not less than thirty days prior to such suspension 

date. The notice sha:: specify the amount and due date of the 

premium. The associateon is not liable for any loss occ~rrin9 

during such period of suspension. 

Sec. 44. NEW SECT:ON. 518A.9A ASSESSMENTS ?ROHIB:TED. 

An association doing business under this chapter shall not 

levy an assessment on any member of the association. 

Sec. 45. Section 518A.12, subsection 1, paragraphs a and 

c, Code 1999, are amended to read as follows: 

a. This section applies to the :nvestments of ~ mutual 

e8~tt8~~y-assessme"~ insurance associations. 

c. Financial terms re~ating to state mutual e8~~a~~y 

a~~e~~me~~ insurance associations have the meanings assigned 

:0 :hem ~nder statutory accounting methods. Financial ~erms 

relating to companies other than state mutual eas~a±~y 

a~~e~~me~~ insurance associations have the mean~ngs assigned 

to them ~nder generally accepted accounting principles. 

Sec. 46. Section 518A.18, Code 1999, is amended to ~ead as 

:ollows: 

5~8A.:8 ANNuAL REPORT. 

• • 
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An assoc~ation doing bus~ness under this chapter ~~a~±, on 

or before March 1 of each year, ~epe~~-~o-~~e-eommis~io"e~-or 

±"~~~a"ee-~~e-rae~s-~eq~±red-ot-ee~eseie-i"stte8nee-eompaRies 

or9a"i~~n9-~nder-e~8~~e~-S~~T-w~ien-a~e-a~?tieab~e-eo-e~is 

e~ap~er~--Phe~e-repoe~s sha:: oreoare under oath and fi:e with 

the commiss:onee of insurance an accu:ate and comolete 

statement of the condit~~n ,)r :~e association as of the last 

day of the preceding ca~endar year. The state~ent shall 

confor~ to ~he annual statement b:ank orepared pursuant to 

instrucLons prescribed ::,y the corun.issioner. lUl financial 

informatcon ref:ec:ed in the annual ,eaoet shall be kept and 

prepared purs~ant to acc~unt~r.c ocact~ces and orocedures 

prescribed by the commiss:oner. Statemen:s filed with c~e 

commissioner oursuant :0 t~is seC:lon shall be tabu:ated and 

published by the commissioner of insurance in the annual 

report of insurance. 

Sec. 47. Section 5l8A.29, Code 1999, is amended by 

striking the section and inserting in lieu thereof the 

following: 

518A.29 CANCELLATION BY ASSOC:AT:ON -- NOTICE. 

1. CANCELLATION BY :~SURED. A policy shall be canceled at 

any time at the request of ~he insured upon the return of the 

policy to the home office of the association and the payment 

of all premium charges against such policy. 

2. CANCELLA~ION BY ASSOCIATION. 

a. Except as provided ~n pacagcaph "b", notice of 

cancellation is not effective un~ess mailed or delivered by 

the association to the named insured at least twenty days 

before the effective date of cancellation. 

b. Notice of cancellation :esulting from nonpayment of a 

premium or installment provided ~or in the policy, or provided 

for in a note or contract for the payment of such premium or 

installment, is not effective unless maiied or delivered by 

tbe association to the named insured at least ten days prior 

to the date of cancellation. 
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c. If a notice of cance::a~ion ~nder ?aragraph "a" or "b" 

fai:s to inc~ude the :eason :or such cancellation, the 

assOClat:on, upon receipt of a tlmely request by the named 

insured, shall provide the reason for the cancellation in 

writing. 

3. NONRENEWAL BY ASSOCIATION. A notice of intention not 

to renew is not effective unless mailed or delivered by the 

insurer to the named insured at least thirty days prior to the 

expiration date of the policy. If the reason does not 

acc~mpany the not:ce of ncnrenewal, the association, upon 

receipt of a timely request by the named insured, shall 

provide in writing the reason for the nonrenewal. 

4. NOTICE. Service of notice under subsection 2 or 3 may 

be made in person, or by mailing such notice by certified mail 

depcsited in the post office and directed to the insured at 

the insured's post office address as given in or upon the 

policy, or to such other address as the insured shall have 

giver. to the association in writing. A post office de?artment 

receipt of certified or registered mail shall be deemed proof 

of receipt of such notice. If in either case the cash 

payments exceed the amount properly chargeable, the excess 

shall be refunded upon the surrender of the policy to the 

association at its home office. 

Sec. 48. Section 5l8A.35, Code 1999, is amended to read as 

follows: 

S18A.35 ANNUAL ~AX. 

Eve~y ~ state mutual insurance association doing business 

under this chapter shall on or before the first day of March, 

each year, pay to the director of the department of revenue 

and finance, or a depository designated by the director, a sum 

eqaivalent to twe percent of the gross receipts from premiums7 

asse~~~e"ts7 and :ees7-8"d-~~o~isso~y-ob~~98~±ons for business 

done within the state, including all insurance upon property 

sit~ated in the state without including or deducting any 

amounts received or paid for reinsurance exeept-e~at-a"y~ 
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H~wever, a company reinsuring windstorm or ~ail ~lSKS written 

by c~unty mutual associations ~h8~~-~e is requi:ed to pay a 

~wo percent tax on the g~oss amo~nt of rei~surance premiums 

rece~ved upon such risks, but after deduct~ng the amount 

returned upon canceled policies and :ejected app~ications 

covering property situated within ~he state, and dividends 

re~~rned to policyho~ders on property situated within ~he 

state. 

Sec. 49. Section 518A.44, Code Supp~ement 1999, is amended 

to read as follows: 

5l8A.44 RE~NSURANCE. 

A state mutua~ ins~rance association may reinsure a part or 

all of its ris~s coverages written ~ursuant to this chapter 

wi~h 8"Y ~ association operating under the-p~ov~sio"s-o£ this 

chapter, or with any other associat:on or company licensed in 

this state and authorized to write the kinds of insurance 

enumerated in section 5l8A.l. 

Reinsurance sufficient to protect the financial stability 

of the state mutual insurance assoc:ation is required. 

Reinsurance coverage obtained by an association shal: not 

expose the association to 8-XOSS losses from coveraaes written 

pu:suant to this chaoter 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. 50. Section 518A.52, Code 1999, is amended to read as 

follows: 

518A.52 FORM -- APPROVAL. 

The for~ of all policies, applications, agreements, and 

endorsements modifying the provisions of policies, and all 

permits and riders used in this state, issued or proposed to 

be issued by a state mutual e8~~axey-assessme"t insurance 

associatlon doing business in this state under ehe-~rov±~±o"S 

o£ this chapter, shall first be examined and approved by the 

commissioner of insurance. 

• 
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Sec. 51. Section ~18A.~3. Code 1999. is amended to read as 

fol:ows: 

5:8A.53 FAI~URE TO FILE COPY. 

Upon the fai:ure of a ~ mutual eas~a~~y-ass~ssm~~~ 

insurance association to file a copy of its forms of policies 

or contracts pursuant to section 518A.52. the commissioner of 

insurance may suspend its authority to transact business 

within the state until such forms of policles or contracts 

have been filed and approved. 

Sec. 52. Section 518A.54, Code 1999, is amended to read as 

fOllows: 

518A.54 DISAPPROVAL OF FILINGS. 

If the commissioner finds that a filing does not meet the 

requirements of this chapter, written notice of disapproval 

shall be sent to the state mutual eas~al~y-assessme"~ 

insurance association specifying in what respect the filinq 

fails to meet the requirements of this chapter and stating 

that the filing is not effective. If a filing is disapproved 

by the co~~issioner. the association may request a hearing on 

the disapproval within thirty days. The association bears the 

burden of proving comp~iance with the standards established by 

this chapter. 

If. at any time after a form has been approved, the 

commissioner finds that the form no longer meets the 

requirements of this chapter. the commissioner may order the 

discontinuance of the use of the form. The order of 

discontinuance shall be in writing and may be issued only 

after a hearing with at least ten days' prior notice to all 

state mutual eas~alty-ass~SSMe"t ir.surance associations 

affected by the order. The order shall state the grounds upon 

which the order is based and when the order of discontinuance 

is effective. 

Sec. 53. Section 518A.55, Code 1999. is amended to read as 

follows: 

S18A.55 CERTIFICATE SUSPENSION. 
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The commissioner of insurance may suspend a state ~utual 

ea~~s±ty-ass~~sm~"~ insura~ce association's certificate of 

authority to do business if the association neglects 0, fails 

to comply with this chapter. 

Sec. 54. Section 519.10, Code 1999, is amended to read as 

follows: 

5:9.10 POWERS OF COMMISSIONER. 

The commissioner of insurance shall have and e~ercise the 

same control over such corporations as the commlssioner now 

has over state mutual s~~~s~me"~ insurance associat.ons 

organized and doing business under chapter 518A. 

Sec. 55. Sect~on 519.11, Code Supp:ernent 1999. is amended 

to read as follows: 

519.11 LIABILITY TO ASSESSMENTS. 

The provisions as to maximum :iability of members to 

assessments when assets are insufficient and to assessments 

when the corporation is insolvent, found in sectio"s section 

518A.9 a"d-5ie~.i., shall apply to all mutual insurance 

corporations organized under this chapter. 

Sec. 56. Section 521E.l. subsection 4, paragraph e, Code 

1999, is amended to read as follows: 

e. A ~ mutual eas~a±ty-assessme"~ insurance 

association organized under chapter 518A. 

Sec. 57. Section 522.3. unnumbered paragraph 3, Code 1999. 

is amended by striking the unnumbered paragraph. 

Sec. 58. Section 573.3. Code 1999, is amended by addinq 

the following new unnumbered paragraph: 

NEW UNNUMBERED PARAGRAPH. A public corporation. with 

respect to a public improvement whiCh is or has been 

competitively bid or negotiated. shall not require a 

contractor to procure a bond, as required under section 573.2, 

from a particular insurance or surety company. agent. or 

broker. 

Sec. 59. Sections 515.45, 515.47, 518A.ll. 51BA.14. 

518A.15. 518A.30. 51BA.31, and 518A.32, Code 1999. are 

repealed. 
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Sec. 60. EFFECTIVE ~ATES. 

1. Section 8 of this Act, which amends section 508B.3, and 

section 10 of chis Act, which amends section 508B.7, being 

deemed of i~edlate importance, take effect upcn enactment. 

2. Section 17 of this Act, which amends section Sll.8 by 

striking subsection 17, paragraph "b", section 28 of this Act, 

which amends section 515.~6, section 29 of this Act, which 

amends section 515.71, and section 31 of this Act, wh:ch 

amends section 515C.3, and the repeal of sections 515.45 and 

515.47, take effect on January 1, 2001. 
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