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A BILL FOR 

1 An Act relating to insurance, by addressing the operation and 

regulation of insurance companies, mutual insurance 
associations, the Iowa insurance guaranty association, and 
other insurance or risk-assuming entities, including the 

rights and duties of such entities and the powers and 

authority of the insurance commissioner; by establishing 

jurisdiction and venue requirements for actions against the 

Iowa insurance guaranty association; and by setting forth a 
prohibition on intentional motor vehicle collisions, and 
providing penalties, repeals, and effective dates. 
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1 Section 1. Section 87.11, unnumbered paragraph 1, Code 
2 2001, is amended to read as follows: 

3 When an employer coming under this chapter furnishes 

4 satisfactory proofs to the insurance commissioner of such 
5 employer's solvency and financial ability to pay the 

6 compensation and benefits as by law provided and to make such 

7 payments to the parties when entitled thereto, or when such 

8 employer deposits with the insurance commissioner security 

9 satisfactory to the insurance commissioner and the workers' 
10 compensation commissioner as guaranty for the payment of such 
11 compensation, such employer shall be relieved of the 

12 provisions of this chapter requiring insurance: but such 
13 employer shall, from time to time, furnish such additional 

14 proof of solvency and financial ability to pay as may be 

15 required by such insurance commissioner or workers' 

16 compensation commissioner. A political subdivision, including 

17 a city, county, community college, or school corporation, that 
18 is self-insured for workers' compensation is not reguired to 
19 submit a plan or program to the insurance commissioner for 
20 review and approval. 

21 Sec. 2. NEW SECTION. 321.276 INTENTIONAL VEHICLE 

22 COLLISION. 

23 1. It is unlawful to cause or attempt to cause a vehicle 

24 collision that is likely to result in bodily injury, or to 
25 aid, abet, or conspire with any person to knowingly cause or 

26 participate in or attempt to cause a vehicle collision that is 
27 likely to result in bodily injury. 

28 2. A person guilty of a violation of subsection l commits 
29 a class "D" felony. 

30 Sec. 3. Section 505.11, Code 2001, is amended to read as 

31 follows: 

32 505.11 REFUNDS. 

33 Whenever it appears to the satisfaction of the commissioner 

34 of insurance that because of error, mistake, or erroneous 

35 interpretation of statute that a foreign or domestic insurance 
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1 corporation has paid to the state of Iowa taxes, fines, 
2 penalties, or license fees in excess of the amount legally 

3 chargeable against it, the commissioner of insurance shall 
4 have power to refund to such corporation any such excess by 

5 applying the amount the~eef of the excess payment toward the 

6 payment of taxes, fines, penalties, or license fees already 

7 due or which may hereafter become due, until such excess 

8 payments have been fully refunded. ~he-eemm~ss~e~er-she%% 

9 eert~Ey-te-the-depertme~t-eE-re•e~~e-end-E~nenee-the-eme~~t-eE 

10 eny-s~eh-ered~t-te-be-epp%~ed-te-f~t~re-texes-d~e-e~d-~et~fy 

11 the-ins~~enee-eempeny-eEEeeted-ef-the-eme~nt-thereef~ 

12 Sec. 4. Section 507.10, subsection 2, Code 2001, is 
13 amended to read as follows: 

14 2. FILING OF EXAMINATION REPORT. No later than sixty days 

15 following completion of the examination, the examiner in 

16 charge shall file with the division a verified written report 

17 of examination ~nder-eeth. Upon receipt of the verified 
18 report and after administrative review, the division shall 
19 transmit the report to the company examined, together with a 
20 notice which shall afford the company examined a reasonable 

21 opportunity of not more than thirty days to make a written 
22 submission or rebuttal with respect to any matters contained 

23 in the examination report. 

24 Sec. 5. Section 5078.4, subsection 9, paragraphs b and e, 

25 Code 2001, are amended by striking the paragraphs. 
26 Sec. 6. Section 5078.4, subsection 9, paragraph f, Code 
27 2001, is amended to read as follows: 

28 f. Not attempting in good faith to effectuate prompt, 

29 fairLand equitable settlements of claims in which liability 

30 has become reasonably clear, or failing to include interest on 

31 the payment of claims when required under section 511.38 or 

32 subsection lOB. 

33 Sec. 7. Section 5078.4, subsection 9, Code 2001, is 
34 amended by adding the following new paragraph: 

35 NEW PARAGRAPH. o. Failing to comply with the procedures 
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1 for auditing claims·submitted by health care providers as set 

2 forth by rule of the commissioner. 

3 Sec. 8. Section 507B.4, Code 2001, is amended by adding 

4 the following new subsection: 

5 NEW SUBSECTION. lOB. PAYMENT OF INTEREST. Failure of an 

6 insurer to pay interest at the rate of ten percent per annum 

7 on all health insurance claims that the insurer fails to 

8 timely accept and pay pursuant to section 507B.4A, subsection 

9 1, paragraph "e". Interest shall accrue commencing on the 

10 thirty-first day after receipt of all properly completed proof 

11 of loss forms. 

12 For purposes of this subsection, "insurer" means an entity 

13 providing a plan of health insurance, health care benefits, or 

14 health care services, or an entity subject to the jurisdiction 

15 of the commissioner performing utilization review, including 

16 an insurance company offering sickness and accident plans, a 

17 health maintenance organization, a nonprofit health service 

18 corporation, a plan established pursuant to chapter 509A for 

19 public employees, or any other entity providing a plan of 

20 health insurance, health care benefits, or health care 

21 services. 

22 

23 

Sec. 9. NEW SECTION. 507B.4A DUTY TO PROMPTLY 

INVESTIGATE CLAIMS AND RESPOND TO INQUIRIES. 

24 1. A person shall promptly respond to inquiries from the 

25 commissioner, a policyholder, or a claimant. A person shall 

26 promptly take action to investigate and settle a claim. A 

27 person's actions are deemed untimely if that person fails to 

28 do any of the following: 

29 a. Provide all forms necessary to file a claim within ten 

30 days of receipt of notification of a claim. 

31 b. Acknowledge a completed proof of loss or other claim 

32 form within ten days of its receipt by the person. 

33 c. Initiate investigation of a claim within ten days of 

34 receipt of a completed proof of loss or claim form. 

35 d. Provide a substantive reply to an inquiry from the 
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1 commissioner, a policyholder, or a claimant within thirty days 
2 of receipt of the inquiry, unless good cause exists for delay. 
3 e. Either accept and pay or deny a clean claim within 
4 thirty days of receipt of all reasonably completed proof of 

5 loss or claim forms. If a person needs additional time to 
6 determine whether a claim should be accepted or denied, the 
7 person shall notify the claimant of the additional time needed 
8 within thirty days of receipt of settlement information or 
9 proof of loss or claim forms. The notice shall state the 

10 reason the additional time is needed and the amount of 
11 additional time needed to process the claim. 
12 2. For purposes of this section, "clean claim" means a 
13 claim that the insurer has received all reasonably necessary 
14 information and no particular circumstance exists requiring 
15 special treatment that prevents prompt payment from being 

16 made. 
17 Sec. 10. Section 5078.6, subsection 1, Code 2001, is 
18 amended to read as follows: 
19 1. Whenever the commissioner shsrr-heve-rease"-~e-be%ieve 
20 believes that any s~eh person has been engaged or is engaging 

21 in this state in any unfair method of competition or any 
22 unfair or deceptive act or practice whether or not defined in 
23 section 5078.4, 5078.4A, or 5078.5 and that a proceeding by 
24 the commissioner in respect ~herete to such method of 
25 competition or unfair or deceptive act or practice would be te 
26 the-i"teres~-eE in the public interest, the commissioner shall 
27 issue and serve upon such person a statement of the charges in 

28 that respect and a notice of a hearing tneree" on such charges 
29 to be held at a time and place fixed in the notice, which 

30 shall not be less than ten days after the date of the service 
31 thereeE of such notice. 
32 Sec. 11. Section 5078.7, subsection 1, Code 2001, is 
33 amended to read as follows: 
34 1. If, after such hearing, the commissioner sha%% 

35 de~ermi"e determines that the person charged has engaged in an 
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1 unfair method of competition or an unfair or deceptive act or 

2 practice, the commissioner shall reduce the findings to 

3 writing and shall issue and cause to be served upon the person 

4 charged with the violation a copy of such findings, an order 

5 requiring such person to cease and desist from engaging in 

6 such method of competition, act or practice and if the act or 
7 practice is a violation of section 5078.4, 5078.4A, or 5078.5, 

8 the commissioner may at the commissioner's discretion order 

9 any one or more of the following: 

10 a. Payment of a civil penalty of not more than one 

11 thousand dollars for each act or violation, but not to exceed 
12 an aggregate of ten thousand dollars, unless the person knew 

13 or reasonably should have known the person was in violation of 
14 section 5078.4, 5078.4A, or 5078.5, in which case the penalty 

15 shall be not more than five thousand dollars for each act or 
16 violation, but not to exceed an aggregate penalty of fifty 
17 thousand dollars in any one six-month period. ~he 

18 eemm~ss~efte~-sns%%T-i£ If the commissioner finds the 

19 •~e%stie"s that a violation of section 5078.4, 507B.4A, or 
20 5078.5 we~e was directed, encouraged, condoned, ignored, or 

21 ratified by the employer of the person or by an insurer, the 
22 commissioner shall also assess a fine to the employer or 

23 insurer. 
24 b. Suspension or revocation of the license of a person as 
25 defined in section 5078.2, subsection 1, if the person knew or 

26 reasonably should have known the person was in violation of 

27 section 5078.4, 5078.4A, or seet~e" 5078.5. 

28 ~c~.--~P~a~y~m~e~n~t~o~f~i~n~t~e~r~e~s~t~a~t~~t~h~e~r~a~t~e~~o~f~t~e~n~~pe~r~c~e~n~t~p~e~r 

29 annum if the commissioner finds that the insurer failed to pay 

30 interest as 
31 Sec. 12. 

reguired under section 5078.4, subsection lOB. 

Section 5078.12, unnumbered paragraph 1, Code 

32 2001, is amended to read as follows: 

33 The commissioner may, after notice and hearing, promulgate 

34 reasonable rules, as are necessary or proper to identify 

35 specific methods of competition or acts or practices which are 
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1 prohibited by section 5078.4, 507B.4A, or 507B.5, but the 

2 rules shall not enlarge upon or extend the provisions of such 

3 sections. Such rules shall be subject to review in accordance 

4 with chapter 17A. 
5 Sec. 13. Section 511.4, Code 2001, is amended to read as 

6 follows: 
7 511.4 ADVERTISEMENTS -- WHO DEEMED AGENT. 
8 The provisions of sections S%S~%iz 515.123 to 515.126 shall 

9 apply to life insurance companies and associations. 

10 Sec. 14. Section 513B.2, subsections 3 and 20, Code 2001, 

11 are amended to read as follows: 
12 3. "Basic health benefit plan• means a plan whieh-is 

13 e££ered established by the board of the small employer health 
14 reinsurance program pursuant to section 5r3B~r4 5138.13, 
15 subsection 8, paragraph •a••. 
16 20. "Standard health benefit plan" means a plan whieh-is 

17 e££ered established by the board of the small employer health 

18 reinsurance program pursuant to section S%38~%4 5138.13, 

19 subsection 8, paragraph "a". 
20 Sec. 15. Section 5138.4, subsection 1, paragraphs d and e, 
21 Code 2001, are amended by striking the paragraphs. 
22 Sec. 16. Section 5138.4, subsection 2, Code 2001, is 
23 amended by striking the subsection. 
24 Sec. 17. Section 513B.l0, subsection 1, paragraph a, Code 

25 2001, is amended to read as follows: 

26 a. A carrier or an organized delivery system that offers 

27 health insurance coverage in the small group market shall 

28 accept every small employer that applies for health insurance 
29 coverage and shall accept for enrollment under such coverage 

30 every eligible individual who applies for enrollment during 

31 the period in which the individual first becomes eligible to 

32 enroll under the terms of the health insurance coverage and 

33 shall not place any restriction which is inconsistent with 

34 eligibility rules established under this chapter. A-eerrier 

35 er-orge~ized-de%ivery-system-sha%%-orrer-hee%th-i~s~re~ee 
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1 eeve~age-w~~e~-ee~st~t~tes-a-basie-hea%t~-benef~t-p%an-and 

2 -~~e~-eenstit~tes-a-standa~d-~ea%th-benef~t-p%an~ 

3 Sec. 18. Section 5138.10, subsection 3, Code 2001, is 

4 amended by striking the subsection. 

5 Sec. 19. Section 5138.13, subsection 3, paragraph c, Code 

6 2001, is amended by striking the paragraph. 

7 Sec. 20. Section 5138.13, subsection 3, paragraph d, Code 

8 2001, is amended to read as follows: 

9 d. S~bseq~eftt-membe~s Members shall be appointed for terms 

10 of three years. A board member's term shall continue until 

11 the member's successor is appointed. 

12 Sec. 21. Section 5138.13, subsections 4 and 5, Code 2001, 

13 are amended to read as follows: 

14 4. The boardy-w~th~n-ene-h~nd~ed-eig~ty-days-afte~-t~e 

15 ~nit~a%-appeintme~tsr-sha%% may submit a plan of operation to 

16 the commissioner. The commissioner, after notice and hearing, 

17 may approve t~e a plan of operation if the commissioner 

18 determines that the plan is suitable to assure the fair, 

19 reasonable, and equitable administration of the program, and 

20 provides for the sharing of program gains and losses on an 

21 equitable and proportionate basis in accordance with the 

22 provisions of this section. ~~e ~ plan of operation is 

23 effective upon written approval of the commissioner. Afte~ 

24 t~e-initia%-p%an-ef-epe~atien-is-s~bmitted-aftd-epp~eved-by-t~e 

25 eemmissienery-t~e 

26 5. The board may submit to the commissioner any amendments 

27 to the plan necessary or suitable to assure the fair, 

28 reasonable, and equitable administration of the program. 

29 S~--%f-the-bea~d-£ai%a-te-s~bmit-a-p%an-e£-eperatieft-W~t~ift 

30 ene-h~nd~ed-eighty-days-a£te~-the-beard~s-appointaenty-the 

31 eemm~ssienery-a£te~-netiee-and-~ear~ngy-s~a%%-esteb%ish-aftd 

32 adept-a-temperary-p%an-ef-epe~atieft~ The commissioner s~a%% 

33 may amend or rescind a plan adopted pursuant to thia 

34 s~bseet~en-at-t~e-time-a-p%an-is-s~bmitted-by-the-beard-aftd 

35 appreved-by-t~e-eemmissiener subsection 4. 
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1 Sec. 22. Section 5138.13, subsection 8, paragraph a, Code 

2 2001, is amended to read as follows: 

3 a. With-~espeet-to-a-basie-hea%th-befte£it-p%aft-or-a 

4 staftda~d-hea%th-bene£it-p%aft,-the-pro9ram-shai%-reifts~re-the 

5 %eve%-o£-eo•era9e-provided-aftd;-with-respeet-to-other-piansT 

6 the The program shall reinsure up to the level of coverage 

7 provided in either a basic health benefit plan or standard 

8 health benefit plan established by the board. 

9 Sec. 23. Section 5135.13, subsection 13, Code 2001, is 

10 amended by striking the subsection. 

11 Sec. 24. Section 514E.l, subsection 15, paragraph a, Code 

12 2001, is amended to read as follows: 

13 a. "Health insurance coverage• means health insurance 

14 coverage offered to individuals,-b~t-does-ftot-inei~de-short-

15 term-iimited-d~ration-ins~ranee. 

16 Sec. 25. NEW SECTION. 514J.3A NOTICE. 

17 When a claim is denied in whole or in part based on medical 

18 necessity, the carrier or organized delivery system shall 

19 provide a notice in writing to the enrollee of the internal 

20 appeal mechanism provided under the carrier or organized 

21 delivery system's plan or policy. 

22 At the time of a coverage decision, the carrier or 

23 organized delivery system shall notify the enrollee in writing 

24 of the right to have the coverage decision reviewed under the 

25 external review process. 

26 Sec. 26. Section 514J.4, subsection 1, Code 2001, is 

27 amended by striking the subsection. 

28 Sec. 27. Section 514J.5, Code 2001, is amended to read as 

29 follows: 

30 514J.5 CERTIFICATION OF REQUEST-- ELIGIBILITY. 

31 1. The commissioner shall have two business days from 

32 receipt of a request for an external review to certify the 

33 request. The commissioner shall certify the request if all of 

34 the following criteria are satisfied: 

35 a. The enrollee was covered by the carrier or organized 

-8-



S.F. H.F. 

1 delivery system at the time the service or treatment was 
2 proposed or received. 

3 b. The enrollee has been denied coverage based on a 

4 determination by the carrier or organized delivery system that 
5 the proposed or received service or treatment does not meet 

6 the definition of medical necessity as defined in the 

7 eftro%%ee~s-eY~deftee-of-eoyerage carrier's or organized 

8 delivery system's plan or policy. 

9 c. The enrollee, or the enrollee's treating health care 

10 provider acting on behalf of the enrollee, has exhausted all 
11 internal appeal mechanisms provided under the carrier's or the 
12 organized delivery system's eoft~raet plan or policy. 

13 d. The written request for external review was filed 

14 within sixty days of receipt of the coverage decision. 

15 2. The commissioner shall notify the enrollee, or the 

16 enrollee's treating health care provider acting on behalf of 

17 the enrollee, and the carrier or organized delivery system in 

18 writing of the dee~sio" certification. 
19 3. The carrier or organized delivery system has three 
20 business days to contest ~he-e%igibi%ity-of-~he-req~est-for 
21 exterfta%-re¥iew-with-the-eomMiss~o"er the co~issioner's 

22 certification decision. If the commissioner finds that the 

23 request for external review is not eligible for f~%%-reYiew 

24 certification, the commissioner, within two business days, 

25 shall notify the enrollee, or the enrollee's treating health 
26 care provider acting on behalf of the enrollee, in writing of 

27 the reasons that the request for external review is not 
28 eligible for f~%%-reY±ew certification. 

29 4. If the commissioner finds that the request for external 

30 review is eligible for certification, notwithstanding the 

31 contest by the carrier or organized delivery system, the 

32 commissioner shall notify the carrier or organized delivery 

33 system in writing of the reasons for upholding the 
34 certification. 

35 Sec. 28. Section 514J.7, Code 2001, is amended by striking 
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1 the section and inserting in lieu thereof the following: 

2 514J.7 EXTERNAL REVIEW. 

3 The external review process shall meet the following 

4 criteria: 
5 1. The carrier or organized delivery system, within three 

6 business days of a receipt of an eligible request for an 
7 external review from the commissioner, or within three 

8 business days of receipt of the commissioner's denial of the 
9 carrier's or organized delivery system's contest of the 

10 certification of the request under section 514J.5, subsection 

11 3, whichever is later, shall do all of the following: 

12 a. Select an independent review entity from the list 

13 certified by the commissioner. The independent review entity 
14 shall be an expert in the treatment of the medical condition 
15 under review. The independent review entity shall not be a 
16 subsidiary of, or owned or controlled by, the carrier or 

17 organized delivery system, or owned or controlled by a trade 

18 association of carriers or organized delivery systems of which 

19 the carrier or organized delivery system is a member. 
20 b. Notify the enrollee, and the enrollee's treating health 

21 care provider, of the name, address, and telephone number of 
22 the independent review entity and of the enrollee's and 
23 treating health care provider's right to submit additional 
24 information. 

25 c. Notify the selected independent review entity by 

26 facsimile that the carrier or organized delivery system has 

27 chosen it to do the independent review and provide sufficient 

28 descriptive information to identify the type of experts needed 

29 to conduct the review and a detailed description and necessary 

30 documentation of the treatment of the medical condition to be 
31 reviewed. 

32 d. Provide to the commissioner by facsimile a copy of the 

33 notices sent to the enrollee and to the selected independent 
34 review entity. 

35 2. The independent review entity, within three business 
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1 days of receipt of the notice, shall select a person to 
2 perform the external review and shall provide notice to the 

3 enrollee of a brief description of the person including the 
4 

5 

6 

7 

reasons the 
the medical 
entity does 
copy of the 

person selected is an expert in the treatment of 
condition under review. The independent review 
not need to disclose the name of the person. A 
notice shall be sent by facsimile to the 

8 commissioner. If the independent review entity does not have 

9 a person who is an expert in the treatment of the medical 
10 condition under review and certified by the commissioner to 
11 conduct an independent review, the independent review entity 

\ 
12 may either decline the review request or may request from the 
13 commissioner additional time to have such an expert certified. 
14 The independent review entity shall notify the commissioner by 
15 facsimile of its choice between these options within three 
16 business days of receipt of the notice from the carrier or 
17 organized delivery system. The commissioner shall provide a 
18 notice to the enrollee of the independent review entity's 
19 decision and of the commissioner's decision as to how to 
20 proceed with the external review process within three business 
21 days of receipt of the independent review entity's decision. 
22 3. The enrollee, or the enrollee's treating health care 
23 provider acting on behalf of the enrollee, may object to the 
24 independent review entity selected by the carrier or organized 
25 delivery system or to the person selected as the reviewer by 
26 the independent review entity by notifying the commissioner 
27 within ten days of the mailing of the notice by the 
28 independent review entity. The commissioner shall have two 
29 business days from receipt of the objection to consider the 
30 reasons set forth in support of the objection to approve or 
31 deny the objection, to select an independent review entity if 

32 necessary, and to provide notice of the commissioner's 
33 decision to the enrollee, the enrollee's treating health care 

34 provider, and the carrier or organized delivery system. 

35 4. The carrier or organized delivery system, within 
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1 fifteen days of the mailing of the notice by the independent 
2 review entity, or within three business days of a receipt of 

3 notice by the commissioner following an objection by the 

4 enrollee, whichever is later, shall do all of the following: 

5 a. Provide to the independent review entity any 

6 information submitted to the carrier or organized delivery 

7 system by the enrollee or the enrollee•s treating health care 

8 provider in support of the request for coverage of a service 

9 or treatment under the carrier's or organized delivery 
10 system's appeal procedures. 
11 b. Provide to the independent review entity any other 
12 relevant documents used by the carrier or organized delivery 

13 system in determining whether the proposed service or 

14 treatment should have been provided. 

15 c. Provide to the commissioner a confirmation that the 

16 information required in paragraphs "a" and "b" has been 
17 provided to the independent review entity, including the date 
18 the information was provided. 
19 5. The enrollee, or the enrollee's treating health care 
20 provider, may provide to the independent review entity any 

21 information submitted under any internal appeal mechanisms 

22 provided under the carrier's or organized delivery system's 

23 evidence of coverage, and other newly discovered relevant 

24 information. The enrollee shall have ten business days from 
25 the mailing date of the notification of the person selected as 

26 the reviewer by the independent review entity to provide this 
27 information. The independent review entity may reasonably 

28 decide whether to consider any information provided by the 

29 enrollee or the enrollee's treating health care provider after 
30 the ten-day period. 

31 6. The independent review entity shall notify the enrollee 

32 and the enrollee's treating health care provider of any 

33 additional medical information required to conduct the review 
34 within five business days of receipt of the documentation 
35 required under subsection 4. The enrollee or the enrollee's 
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1 treating health care provider shall provide the requested 

2 information to the independent review entity within five days 
3 after receipt of the notification requesting additional 

4 medical information. The independent review entity may 

5 reasonably decide whether to consider any information provided 

6 by the enrollee or the enrollee's treating health care 

7 provider after the five-day period. The independent review 
8 entity shall notify the commissioner and the carrier or 
9 organized delivery system of this request. 

10 7. The independent review entity shall submit its external 

11 review decision as soon as possible, but not later than thirty 

12 days from the date the independent review entity received the 

13 information required under subsection 4 from the carrier or 

14 organized delivery system. The independent review entity, for 

15 good cause, may request an extension of time from the 
16 commissioner. The independent review entity's external review 
17 decision shall be mailed to the enrollee or the treating 
18 health care provider acting on behalf of the enrollee, the 

19 carrier or organized delivery system, and the commissioner. 

20 8. The confidentiality of any medical records submitted 

21 shall be maintained pursuant to applicable state and federal 
22 laws. 

23 Sec. 29. NEW SECTION. 514J.l5 PENALTIES. 
24 A carrier who fails to comply with this chapter or with 

25 rules adopted pursuant to this chapter is subject to the 
26 penalties provided under chapter 507B. 

27 Sec. 30. Section 515.35, subsection 4, paragraph n, 

28 subparagraph (1), Code 2001, is amended to read as follows: 

29 (l) A company organized under this chapter may invest up 

30 to two five percent of its admitted assets in securities or 

31 property of any kind, without restrictions or limitations 

32 except those imposed on business corporations in general. 
33 Sec. 31. Section 5158.1, subsection 2, Code 2001, is 
34 amended to read as follows: 

35 2. Mortgage guaranty, financial guaranty, residual value, 
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or other forms of insurance offering protection against 

investment risks. 
Sec. 32. Section 515B.5, subsection 1, paragraph b, Code 

2001, is amended to read as follows: 

b. Be obligated to pay covered claims subject to a 

limitation as established by the rights, duties, and 

obligations under the policy of the insolvent insurer. 
However, the association is not obligated to pay a claimant an 

amount in excess of the obligation under the policy of the 
insolvent insurer, regardless of whether such claim is based 

on contract or tort. 
Sec. 33. Section 515B.l6, Code 2001, is amended by 

striking the section and inserting in lieu thereof the 

following: 
515B.l6 ACTIONS AGAINST TBE ASSOCIATION. 

16 Any action against the association shall be brought against 

17 the association in the association's own name. The Polk 
18 county district court shall have exclusive jurisdiction and 

19 venue of such actions. Service of the original notice in 

20 actions against the association may be made on any officer of 

21 the association or upon the commissioner of insurance on 
22 behalf of the association. The commissioner shall promptly 

23 transmit any notice so served upon the commissioner to the 

24 association. 
25 Sec. 34. NEW SECTION. 515F.4A REASONABLENESS OF BENEFITS 

26 IN RELATION TO PREMIUM CHARGE. 

27 Benefits provided by credit personal property insurance 

28 policies shall be reasonable in relation to the premium 

29 charged. This requirement is satisfied if the premium rate 

30 charged develops or may reasonably be expected to develop a 

31 loss ratio of not less than sixty-five percent to afford a 

32 reasonable allowance for actual and expected loss experience 
33 including a reasonable catastrophe provision, general and 

34 administrative expenses, reasonable acquisition expenses, 

35 reasonable creditor compensation, investment income, premium 
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1 taxes, licenses, fees, assessments, and reasonable insurer 

2 profit. 

3 Sec. 35. Section 518.23, subsection 4, Code 2001, is 

4 amended to read as follows: 

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

6 be made-fn-pe~sonT-or-by-maiiing-s~eh-no~iee-by-ee~~i~ied-mai% 
7 deposited-ift-the-post-o~£iee-and-di~ee~ed delivered in person 

8 or mailed to the insured at the insured's post office address 
9 as given in or upon the policy, or to such other address as 

10 the insured shall have given to the association in writing. A 

11 post office department ~eeeipt-or-ee~tiried-o~-registered-mafi 

12 certificate of mailing shall be deemed proof of receipt of 
13 such notiee mailing. If in either case the cash payments 
14 exceed the amount properly chargeable, the excess shall be 
15 refunded to the insured upon the surrender of the policy to 
16 the association at its home office. 

17 Sec. 36. Section 518A.29, subsection 4, Code 2001, is 

18 amended to read as follows: 

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

20 be made-ift-personT-or-by-maiiiftg-s~eh-no~iee-by-ee~tfried-mei% 

21 deposited-ift-the-post-o£Eiee-aftd-direeted delivered in person 
22 or mailed to the insured at the insured's post office address 

23 as given in or upon the policy, or to such other address as 
24 the insured shall have given to the association in writing. A 
25 post office department reeeipt-or-eertiried-or-registered-meii 

26 certificate of mailing shall be deemed proof of receipt of 

27 such notiee mailing. If in either case the cash payments 

28 exceed the amount properly chargeable, the excess shall be 

29 refunded upon the surrender of the policy to the association 

30 at its home office. 

31 Sec. 37. Section 707.6A, subsection 2, Code 2001, is 
32 amended by adding the following new paragraph: 

33 NEW P~GRAPH. c. Causing or attempting to cause a 

34 vehicle collision likely to result in bodily injury, or 

35 aiding, abetting, or conspiring to cause or attempt to cause a 
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1 collision, in violation of section 321.276. 

2 Sec. 38. Section 515.122, Code 2001, is repealed. 

3 Sec. 39. Sections 432.12, 5138.14, 5138.16, 513B.17A, 

4 513B.l8, and 513B.3l through 5138.43, Code 2001, are repealed. 

5 Sec. 40. EFFECTIVE DATE. Sections 14 through 23 and 

6 section 39 of this Act take effect January 1, 2002. 

7 EXPLANATION 

B This bill makes changes to various insurance-related 

9 provisions throughout the Code. 
10 The bill amends Code section 87.11 to provide that a 

11 political subdivision, including a city, county, community 
12 college, or school corporation, that is self-insured for 
13 workers' compensation is not required to submit a plan or 

14 program to the commissioner of insurance (the commissioner) 
15 for review and approval. The current Code language requires 

16 employers to furnish certain proof of solvency and ability to 

17 pay to be exempted from workers' compensation insurance 

18 requirements. 

19 The bill creates new Code section 321.276, which punishes 
20 intentional vehicle collisions likely to result in bodily 
21 injury as a class "D" felony. Attempts to cause vehicle 
22 collisions or aiding, abetting, or conspiring to knowingly 

23 cause such collisions 

24 felonies. If a death 

25 violation, the act is 
26 Code section 707.6A. 

are also punishable as class "D" 
unintentionally results from such a 

punishable as a class "C" felony under 

27 The bill deletes the requirement in Code section 505.11 for 
28 the commissioner to certify to the department of revenue and 

29 finance the amount of credit to be applied on future taxes due 
30 from a company that has overpaid amounts due to the state, and 

31 to notify the company of the amount. The current Code 

32 language gives the commissioner the power to refund the 

33 overpayment or apply it to current or future amounts due. 

34 Code section 507.10 is amended regarding the filing by the 

35 examiner of a verified written report of examination, to 

-16-
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1 delete the words "under oath". 

2 The bill deletes certain acts designated in Code section 
3 507B.4 as unfair claim settlement practices: failing to 

4 acknowledge and act reasonably promptly upon communications 
5 with respect to claims arising under insurance policies, and 

6 failing to affirm or deny coverage of claims within a 

7 reasonable time after proof of loss statements have been 

8 completed. The bill amends another unfair claim settlement 

9 practice to expressly include a reference to another Code 
10 subsection added by this bill, and adds an additional unfair 

11 claim settlement practice relating to the audit of health care 
12 claims. 

13 The bill adds an unfair practice relating to the payment of 

14 interest on health insurance claims an insurer fails to accept 

15 timely. 

16 The bill adds new Code section 5078.4A, specifying certain 

17 actions that are within a person's duty to respond timely to 
18 inquiries from the commissioner, a policyholder, or a 
19 claimant; and to investigate and settle a claim timely. 
20 Several other Code sections are amended in the bill to include 

21 a reference to this new Code section. 

22 The bill corrects certain Code references in Code sections 

23 511.4 and 5138.2 due to Code section repeals made by the bill. 

24 The bill strikes paragraphs in Code section 5138.4 related 
25 to certain outdated restrictions on premiums, and strikes a 

26 subsection pertaining to premium rates variances for certain 
27 plans. 
28 The bill deletes the requirement in Code section 5138.10 

29 for a carrier or organized delivery system to offer health 

30 insurance coverage which constitutes a basic health benefit 

31 plan and a standard health benefit plan. The bill also 

32 deletes a subsection of Code section 5138.10 dealing with such 

33 plans. 

34 The bill strikes a paragraph from Code section 5138.13 

35 dealing with initial appointments to the board for the small 
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1 employer carrier reinsurance program. The bill also updates 

2 other language in the section. 
3 Changes to Code chapter 5138, regarding small group health 

4 coverage in sections 14 through 23 of the bill are effective 

5 January 1, 2002. 
6 The bill modifies the language used in Code section 514E.l 

7 for the definition of "health insurance coverage". 

8 The bill adds new Code section 514J.3A, which requires 

9 notice of the availability of the internal appeal mechanism to 

10 be provided when a claim is denied, and notice of the external 
11 review process when a coverage decision is made. The bill 
12 also deletes a subsection of Code section 514J.4 that was 

13 moved to new Code section 514J.3A. 
14 The bill amends terms used in Code section 514J.5 relating 

15 to certification of a request for external review, and adds a 

16 paragraph relating to written notification of reasons for 

17 certification. 

18 The bill strikes the existing Code section 514J.7, relating 
19 to criteria for the external review process, and inserts a new 
20 criteria section that reorganizes certain current provisions 
21 and contains more details regarding the process. 

22 The bill adds language to Code section 514J.l2 to address 
23 the standard of review when a health care claim has been 

24 denied 

25 The 

26 carrier 

27 chapter 
28 related 

under a property or casualty insurance policy. 

bill adds new Code section 514J.l5 to provide that a 

who fails to comply with the provisions of Code 
514J, relating to the external review process, or 
rules adopted pursuant to the chapter, is subject to 

29 penalties provided under Code chapter 5078, relating to 
30 insurance trade practices. 

31 The bill amends Code section 515.35, to permit investments 

32 of up to 5 percent of the admitted assets of an insurance 

33 company other than a life insurance company, instead of 2 

34 percent. 

35 The bill adds residual value as a type of insurance 

-18-



S.F. H.F. 

1 coverage excluded from the scope of Code chapter 5158, the 
2 insurance guaranty association chapter. 
3 The bill amends Code section 5158.5 to specify that the 
4 insurance guaranty association is not obligated to pay an 
5 amount in excess of the policy limitations of the insolvent 
6 insurer, regardless of whether the claim is based in contract 

7 or tort. 
8 The bill strikes current Code section 5158.16 regarding 
9 actions against the insurance guaranty association, and 

10 inserts revised language, including a provision that specifies 
11 that Polk county district court has exclusive jurisdiction and 
12 venue of such actions. 
13 The bill creates new Code section 515F.4A to provide a 

14 standard for judging the reasonableness of premiums charged to 
15 benefits provided under a casualty insurance policy. 
16 The bill amends Code sections 518.23 and 518A.29 by 
17 deleting references to certified or registered mail, and 
18 specifying that a certificate of mailing constitutes proof of 
19 receipt of cancellation or nonrenewal of policies by a county 
20 mutual insurance association or a state mutual insurance 
21 association, respectively. 
22 The bill repeals Code section 515.122, relating to required 
23 components of advertising by agents for insurance other than 
24 life insurance, effective July 1, 2001. 
25 Effective January 1, 2002, the bill also repeals Code 
26 section 432.12, regarding the premium tax credit for employer-
27 sponsored health plan premium credit: Code section 5138.14, 
28 regarding basic and standard health benefit plan standards: 
29 Code sections 5138.16 and 5138.18, applicability provisions 
30 relating to basic and standard health benefit plans; Code 

31 section Sl38.17A, regarding adoption of rules relating to 

32 restoration of small group health coverage; and Code sections 
33 5138.31 through 5138.43, relating to basic benefit coverage 
34 for small groups. 

35 
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Th•r•s• M. Vau han, Commissioner 
·. ==TH~O~MAS~~J=V~I~LS~~~C~K:=====================================================!:I~NS~U=-RAN~~C~E~D~W=-IS#IO?=N 

GOVE'lNOR IOWA OEPAATMENT OF COMME'lCE 

SAU Y J PEDERSON 
LT GOVERNOR 

January 30, 2001 

Re: Proposed Omnibus Bill/Iowa Insurance D1vision 

Dear Senators and Representatives: 

The Iowa Insurance Division subm1ts us Ommbus Bill for your consideration during the 2001 
Legislauve Sess1on. This bill addresses a number of issues that have come to our anention dunng the 
past year. Through many of the secuons of this proposed legislation we are anemptmg to streamline 
procedures, clarify requirements and addresses concerns brought to us by industry, consumers and other 
mterested panies that we behe\'e would be beneficial in our regulatory framework. Bnefly, they are as 
follows 

The first secuon exempts poht1cal subdivisions that self-insure for workers' compensatiOn from 
submitting the1r plan to the Division for approval. The Division currently possesses no regulatory 
authonty over these plans other than to rece1ve the plan. 

Tht next section addresses an Issue that our Fraud Bureau has watched develop through their 
mvestigations of staged automobile accidents. Currently, there 1S no penalty for intentionally causmg a 
vehicle collision that IS likely to result in bodily injury. This section and a subsequent section would 
create such a crimmal penalty. 

The following section strikes a requirement that the commissioner cemfy to the Dcpanment of Revenue 
the amount of a credit to be applied to future taxes due. The Division believes this IS unnecessary under 
the current system and is additional paperwork that can be streamlined. 

We are also ehminatmg the requirement that a Division field exam mer venfy the written repon of a 
carrier exammauon under oath. Additional staff reviews all examinauon repons for verification. 

The next group of sections amends the Insurance Trade Practices chapter. The Division is adding a 
secuon requiring carriers and producers to respond timely to inquiries from the Division and for a health 
insurance earner to promptly pay a clean claim within 30 days of receipt. Failure to pay the clean claim 
Within 30 days will cause payment of interest at the rate of I 0% per annum. The Division also proposes 
that failure to comply with procedures for auditing claims submined by health care provider, as set fonh 
by rule IS an unfair trade practice. 

The amendment to Iowa Code chapter 511 IS correcting an mternal reference. 

The next group of sections amends the small group health coverage chapter, 513B. With the passage of 
the federal Health Insurance Ponability and Accountability Act in 1996 (HIPAA) that provided 
guaranteed access to all small group policies, the need for a guaranteed basic or standard policy is no 
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longer necessary. Both the baste and standard health benefit plans are rarely sold now. The costs of A.. 
mamtaining these poltctes and regulatmg by the Diviston are not justified by the federal law addressing ..... ' 
guaranteed issue. The changes would mamtain the small employer carrier reinsurance program to 
provtde a remsurance mechanism for earners. 

The change to Iowa Code chapter 5 14E, the Iowa Comprehenstve Health Association chapter, provides 
for the inclusion of short term limited duration insurance as creditable coverage. This type of coverage 
ts requtred to be mcluded as credttable coverage for purposes of portability as provided in HIPAA. 

We are also addressing changes to the external review process that was enacted m 2000. These changes 
are proposed following review of the current process and issues that have ansen during the first year of 
the review process. The purposes of the amendments to section 5 I 4J are to ensure that an enrollee is 
aware ofhts or her abiltty under a plan to appeal a dental deciston. Because the external review 
mechamsm does not go into effect until an enrollee has exhausted all internal appeal mechanisms, it ts 
tmportant that an enrollee is aware of the existence and procedure of such mechanisms. The section is 
made separate from the pnor 5 14).4 to clarify that the notice requirements are placed on the earner, 
whtle the requirements for makmg an external review request are placed on the enrollee. 

The purposes of the amendments to section 514J.7 are to clarify the time frames in which each 
participant in the external revtew process must perform each respecttve duty. ln addition, this section 
clarifies how the objection and appeal times fit mto the lime framework of the external revtew process 
and allows the enrollee enough mforrnauon to be able to make a reasoned decision as to whether to 
object to the selection of the specific person conductmg the external review. The section all provides 
notice to the commtsstoner of what is occurring in the external review process so that the commissioner 
can determine whether notice and time requirements are being met and to allow the mdependent review 
entity to decline a request to be an independent revtewer or to request an extension of time from the 
commtssioner for good cause. And finally, the section clarifies the penalty for failure to comply with 
the Jaw. 

The Dtvision is also addressing issues of the msurance guaranty association. The Guaranty Fund should 
not be required to pay a clatmant for an amount in excess of the obligation under the policy regardless of 
whether a clatm is based upon a contract or a tort. Actions brought against the Association shall be 
brought in Polk County with nottce served upon the Commtssioner. Clatms against the Association 
shall not mclude residual value protection agamst investment risks. 

The Divtston is also requiring that benefits provided by credit personal property insurance pohctes shall 
be reasonable tn relation to the premium charged. The loss ratio shall not be less than 65%. 

The Division requests that the sections relating to the small employer coverage benefits and certain 
related sections that are being rescinded should be effective January I, 2002 to allow for appropriate 
tmplementation. 

Thank you for your consideration of these proposals. 

Smcerely, 

S san E. Voss 
I Deputy Commtssioner 
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associations, the Iowa insurance guaranty association, and 
other insurance or risk-assuming entities, including the 
rights and duties of such entities and the powers and 
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Iowa insurance guaranty association; and providing penalties, 

repeals, and effective dates. 
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S.F. sen H. F. 

1 Section 1. Section 87.11, unnumbered paragraph 1, Code 
2 2001, is amended to read as follows: 

3 When an employer coming under this chapter furnishes 

4 satisfactory proofs to the insurance commissioner of such 

5 employer's solvency and financial ability to pay the 

6 compensation and benefits as by law provided and to make such 

7 payments to the parties when entitled thereto, or when such 
8 employer deposits with the insurance commissioner security 

9 satisfactory to the insurance commissioner and the workers' 

10 compensation commissioner as guaranty for the payment of such 

11 compensation, such employer shall be relieved of the 

12 provisions of this chapter requiring insurance; but such 

13 employer shall, from time to time, furnish such additional 

14 proof of solvency and financial ability to pay as may be 
15 required by such insurance commissioner or workers' 

16 compensation commissioner. A political subdivision, including 
17 a city, county, community college, or school corporation, that 

18 is self-insured for workers' compensation is not required to 

19 submit a plan or program to the insurance commissioner for 

20 review and approval. 

21 Sec. 2. Section 505.11, Code 2001, is amended to read as 

22 follows: 
23 505.11 REFUNDS. 

24 Whenever it appears to the satisfaction of the commissioner 
25 of insurance that because of error, mistake, or erroneous 

26 interpretation of statute that a foreign or domestic insurance 

27 corporation has paid to the state of Iowa taxes, fines, 

28 penalties, or license fees in excess of the amount legally 

29 chargeable against it, the commissioner of insurance shall 

30 have power to refund to such corporation any such excess by 

31 applying the amount the~eof of the excess payment toward the 
32 payment of taxes, fines, penalties, or license fees already 

33 due or which may he~esfte~ become due, until such excess 

34 payments have been fully refunded. ~he-eomm~ss~o"e~-shsl% 

35 ee~t~fy-to-the-deps~tme"t-of-~e•e"~e-s"d-f~"s"ee-the-smo~"t-of 
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1 a"y-s~eh-e~edft-to-be-appi~ed-to-f~t~re-taxes-d~e-a"d-not~fy 

2 the-~ns~ranee-eompany-affeeted-of-the-amo~nt-thereof~ 

3 Sec. 3. Section S07.10, subsection 2, Code 2001, is 

4 amended to read as follows: 
S 2. FILING OF EXAMINATION REPORT. No later than sixty days 

6 following completion of the examination, the examiner in 

7 charge shall file with the division a verified written report 

8 of examination ~nder-oath. Upon receipt of the verified 

9 report and after administrative review, the division shall 

10 transmit the report to the company examined, together with a 

11 notice which shall afford the company examined a reasonable 

12 opportunity of not more than thirty days to make a written 
13 submission or rebuttal with respect to any matters contained 

14 in the examination report. 
15 Sec. 4. Section 507A.4, subsection 7, Code 2001, is 

16 amended by striking the subsection. 

17 Sec. s. Section 5078.4, subsection 9, paragraph f, Code 

18 2001, is amended to read as follows: 

19 f. Not attempting in good faith to effectuate prompt, 

20 fairL and equitable settlements of claims in which liability 

21 has become reasonably clear, or failing to include interest on 
22 the payment of claims when required under section Sll.38 or 

23 subsection lOB. 
24 Sec. 6. Section 5078.4, subsection 9, Code 2001, is 

25 amended by adding the following new paragraph: 

26 NEW PARAGRAPH. o. Failing to comply with the procedures 

27 for auditing claims submitted by health care providers as set 

28 forth by rule of the commissioner. However, this paragraph 

29 shall have no applicability to liability insurance, workers' 
30 compensation or similar insurance, automobile or homeowners' 

31 medical payment insurance, disability income, or long-term 

32 care insurance. 

33 Sec. 7. Section 5078.4, Code 2001, is amended by adding 

34 the following new subsection: 

35 NEW SUBSECTION. lOB. PAYMENT OF INTEREST. Failure of an 
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1 insurer to pay interest at the rate of ten percent per annum 

2 on all health insurance claims that the insurer fails to 

3 timely accept and pay pursuant to section 5078.4A, subsection 
4 1, paragraph "e". Interest shall accrue commencing on the 

5 thirty-first day after receipt of all properly completed proof 

6 of loss forms. 
7 For purposes of this subsection, "insurer" means an entity 

8 providing a plan of health insurance, health care benefits, or 

9 health care services, or an entity subject to the jurisdiction 

10 of the commissioner performing utilization review, including 

11 an insurance company offering sickness and accident plans, a 
12 health maintenance organization, an organized delivery system 
13 authorized under 1993 Iowa Acts, chapter 158, and licensed by 

14 the department of public health, a nonprofit health service 

15 corporation, a plan established pursuant to chapter 509A for 

16 public employees, or any other entity providing a plan of 

17 health insurance, health care benefits, or health care 

18 services. However, "insurer" does not include an entity that 

19 sells disability income or long-term care insurance. 

20 Sec. 8. NEW SECTION. 5078.4A DUTY TO RESPOND TO 
21 INQUIRIES AND PROMPT PAYMENT OF CLAIM. 
22 1. A person shall promptly respond to inquiries from the 

23 commissioner. 
24 a. A person's actions are deemed untimely under this 

25 subsection if the person fails to respond to an inquiry from 

26 the commissioner within thirty days of the receipt of the 
27 inquiry, unless good cause exists for delay. 

28 b. Failure to respond to inquiries from the commissioner 
29 pursuant to this subsection with such frequency as to indicate 

30 a general business practice shall subject the person to 

31 penalty under this chapter. 
32 2. a. An insurer providing accident and sickness 

33 insurance under chapter 509, 514, or 514A; a health 

34 maintenance organization; an organized delivery system 

35 authorized under 1993 Iowa Acts, chapter 158, and licensed by 
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1 the department of public health; or another entity providing 
2 health insurance or health benefits subject to state insurance 

3 regulation shall either accept and pay or deny a clean claim. 
4 b. For purposes of this subsection, "clean claim" means a 

5 properly completed paper or electronic billing instrument 

6 containing all reasonably necessary information, that does not 

7 involve coordination of benefits for third-party liability, 

8 preexisting condition investigations, or subrogation, and that 

9 does not involve the existence of particular circumstances 
10 requiring special treatment that prevents a prompt payment 

11 from being made. 
12 c. The commissioner shall adopt rules establishing 

13 processes for timely adjudication and payment of claims by 

14 insurers for health care benefits. The rules shall be 

15 consistent with the time frames and other procedural standards 

16 for claims decisions by group health plans established by the 

17 United States department of labor pursuant to 29 C.F.R. pt. 

18 2560 in effect at the time of passage of this Act. 
19 d. Payment of a claim shall include interest at the rate 
20 of ten percent per annum when an insurer or other entity as 

21 defined in this subsection that administers or processes 

22 claims on behalf of the insurer or other entity fails to 

23 timely pay a claim. 

24 e. This subsection shall not apply to liability insurance, 

25 workers' compensation or similar insurance, automobile or 

26 homeowners' medical payment insurance, disability income, or 
27 long-term care insurance. 
28 Sec. 9. Section 5078.6, subsection 1, Code 2001, is 

29 amended to read as follows: 

30 1. Whenever the commissioner sheii-he•e-~easo"-to-beiieYe 

31 believes that any s~eh person has been engaged or is engaging 

32 in this state in any unfair method of competition or any 

33 unfair or deceptive act or practice whether or not defined in 

34 section 5078.4, 5078.4A, or 5078.5 and that a proceeding by 
35 the commissioner in respect the~eto to such method of 
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l competition or unfair or deceptive act or practice would be to 

2 the-inte~est-e~ in the public interest, the commissioner shall 
3 issue and serve upon such person a statement of the charges in 
4 that respect and a notice of a hearing the~eon on such charges 

5 to be held at a time and place fixed in the notice, which 

6 shall not be less than ten days after the date of the service 

7 the~ee~ of such notice. 

8 Sec. l 0. Section 5078.7, subsection 1, Code 200 l, is 

9 amended to read as follows: 
10 1. If, after such hearing, the commissioner sha~~ 

ll dete~mine determines that the person charged has engaged in an 
12 unfair method of competition or an unfair or deceptive act or 

13 practice, the commissioner shall reduce the findings to 

14 writing and shall issue and cause to be served upon the person 

15 charged with the violation a copy of such findings, an order 

16 requiring such person to cease and desist from engaging in 

17 such method of competition, act or practice and if the act or 
18 practice is a violation of section 5078.4, 5078.4A, or 5078.5, 
19 the commissioner may at the commissioner's discretion order 

20 any one or more of the following: 

21 a. Payment of a civil penalty of not more than one 

22 thousand dollars for each act or violation, but not to exceed 

23 an aggregate of ten thousand dollars, unless the person knew 

24 or reasonably should have known the person was in violation of 
25 section 5078.4, 5078.4A, or 5078.5, in which case the penalty 

26 shall be not more than five thousand dollars for each act or 
27 violation, but not to exceed an aggregate penalty of fifty 

28 thousand dollars in any one six-month period. ~he 

29 eomm~ss~one~-sha~%T-+~ lf the commissioner finds the 

30 Yio~at~ens that a violation of section 507B.4, 507B.4A, or 

31 5078.5 were was directed, encouraged, condoned, ignored, or 

32 ratified by the employer of the person or by an insurer, the 

33 commissioner shall also assess a fine to the employer or 

34 insurer. 
35 b. Suspension or revocation of the license of a person as 
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1 defined in section 5078.2, subsection 1, if the person knew or 

2 reasonably should have known the person was in violation of 

3 section 5078.4, 507B.4A, or see~~o~ 5078.5. 

4 c. Payment of interest at the rate of ten percent per 

5 annum if the commissioner finds that the insurer failed to pay 

6 interest as required under section 5078.4, subsection lOB. 

7 Sec. 11. Section 5078.12, unnumbered paragraph 1, Code 

8 2001, is amended to read as follows: 

9 The commissioner may, after notice and hearing, promulgate 

10 reasonable rules, as are necessary or proper to identify 

11 specific methods of competition or acts or practices which are 

12 prohibited by section 5078.4, 507B.4A, or 5078.5, but the 

13 rules shall not enlarge upon or extend the provisions of such 

14 sections. Such rules shall be subject to review in accordance 

15 with chapter 17A. 

16 Sec. 12. Section 511.4, Code 2001, is amended to read as 

17 follows: 

18 511.4 ADVERTISEMENTS-- WHO DEEMED AGENT. 

19 The provisions of sections 5%5~%ii 515.123 to 515.126 shall 

20 apply to life insurance companies and associations. 

21 Sec. 13. Section 5138.2, subsections 3 and 20, Code 2001, 

22 are amended to read as follows: 

23 3. "Basic health benefit plan" means a plan wh~eh-~s 

24 offe~ed established by the board of the small employer health 

25 reinsurance program pursuant to section 5r3B~r4 5138.13, 

26 subsection 8, paragraph ''a''. 

27 20. "Standard health benefit plan'' means a plan whieh-is 

28 offe~ed established by the board of the small employer health 

29 reinsurance program pursuant to section 5r3B~i4 5138.13, 

30 subsection 8, paragraph "a". 

31 Sec. 14. Section 5138.4, subsection 1, paragraphs d and e, 

32 Code 2001, are amended by striking the paragraphs. 

33 Sec. 15. Section 5138.4, subsection 2, Code 2001, is 

34 amended by striking the subsection. 

35 Sec. 16. Section 5138.10, subsection 1, paragraph a, Code 
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1 2001, is amended to read as follows: 

2 a. A carrier or an organized delivery system that offers 

3 health insurance coverage in the small group market shall 

4 accept every small employer that applies for health insurance 

5 coverage and shall accept for enrollment under such coverage 

6 every eligible individual who applies for enrollment during 

7 the period in which the individual first becomes eligible to 

8 enroll under the terms of the health insurance coverage and 

9 shall not place any restriction which is inconsistent with 

10 eligibility rules established under this chapter. A-ea~~~e~ 

11 e~-e~qan~zed-dei~•e~y-system-sheii-effe~-heeith-~ns~~enee 

12 eeve~eqe-whieh-eenstittttes-e-bas±e-heeith-benef±t-p%en-end 

13 wh±eh-eenstittttes-e-standa~d-heeith-benefit-pien, 

14 Sec. 17. Section 5138.10, subsection 3, Code 2001, is 

15 amended by striking the subsection. 

16 Sec. 18. Section 5138.13, subsection 3, paragraph c, Code 

17 2001, is amended by striking the paragraph. 

18 Sec. 19. Section 5138.13, subsection 3, paragraph d, Code 

19 2001, is amended to read as follows: 

20 d. S~bseq~ent-membe~s Members shall be appointed for terms 

21 of three years. A board member's term shall continue until 

22 the member's successor is appointed. 

23 Sec. 20. Section 5138.13, subsections 4 and 5, Code 2001, 

24 are amended to read as follows: 
25 4. The board;-within-one-h~nd~ed-eiqhty-days-afte~-the 

26 in±tiei-eppointmentsy-sheii may submit a plan of operation to 

27 the commissioner. The commissioner, after notice and hearing, 

28 may approve the a plan of operation if the commissioner 

29 determines that the plan is suitable to assure the fair, 

30 reasonable, and equitable administration of the program, and 

31 provides for the sharing of program gains and losses on an 

32 equitable and proportionate basis in accordance with the 

33 provisions of this section. ~he ~ plan of operation is 

34 effective upon written approval of the commissioner. Afte~ 

35 the-±nitiei-p%en-of-ope~etion-is-s~bmitted-and-app~o•ed-by-the 
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1 eomm~ssioner,-the 

2 5. The board may submit to the commissioner any amendments 

3 to the plan necessary or suitable to assure the fair, 

4 reasonable, and equitable administration of the program. The 

5 amendments shall be effective upon the written approval of the 

6 commissioner. 

7 ~.--if-the-board-fa~is-to-s~bm~t-a-pian-o£-operat~on-v~th~n 

8 one-h~ndred-e~qhty-days-after-the-boardLs-appointment,-the 

9 eommissioner 7 -a£ter-notiee-and-hearinq;-shaii-estabiish-and 

10 adopt-a-temporary-pian-of-operation.--~he-eomm~ssioner-shaii 

11 amend-or-rese~nd-a-pian-adopted-p~rs~ant-to-this-s~bseet~on-at 

12 the-time-a-pian-~s-sttbm~tted-by-the-board-and-approved-by-the 

13 eommissioner.-

14 Sec. 21. Section 5138.13, subsection 8, paragraph a, Code 

15 2001, is amended to read as follows: 

16 a. W~th-respeet-to-a-basie-heaith-benefit-pian-or-a 

17 standard-heaith-benefit-pian,-the-proqram-shaii-reins~re-the 

18 ievei-of-eoveraqe-provided-and,-v~th-respeet-to-other-pians 7 

19 the The program shall reinsure up to the level of coverage 

20 provided in either a basic health benefit plan or standard 

21 health benefit plan established by the board. 

22 Sec. 22. Section 5138.13, subsection 13, Code 2001, is 

23 amended by striking the subsection. 

24 Sec. 23. Section 514E.l, subsection 15, paragraph a, Code 

25 2001, is amended to read as follows: 

26 a. "Health insurance coverage" means health insurance 

27 coverage offered to individualsT-bttt-does-not-ineittde-short-

28 te~m-iimited-d~~ation-ins~~anee. 

29 Sec. 24. NEW SECTION. 514J.3A NOTICE. 

30 When a claim is denied in whole or in part based on medical 

31 necessity, the carrier or organized delivery system shall 

32 provide a notice in writing to the enrollee of the internal 

33 appeal mechanism provided under the carrier or organized 

34 delivery system"s plan or policy. 

35 At the time of a coverage decision, the carrier or 
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1 organized delivery system shall notify the enrollee in writing 

2 of the right to have the coverage decision reviewed under the 

3 external review process. 

4 Sec. 25. Section 514J.4, subsection 1, Code 2001, is 
5 amended by striking the subsection. 

6 Sec. 26. Section 514J.5, Code 2001, is amended to read as 
7 follows: 

8 514J.5 CERTIFICATION OF REQUEST-- ELIGIBILITY. 

9 1. The commissioner shall have two business days from 

10 receipt of a request for an external review to certify the 

11 request. The commissioner shall certify the request if all of 
12 the following criteria are satisfied: 

13 a. The enrollee was covered by the carrier or organized 

14 delivery system at the time the service or treatment was 
15 proposed or received. 

16 b. The enrollee has been denied coverage based on a 

17 determination by the carrier or organized delivery system that 

18 the proposed or received service or treatment does not meet 

19 the definition of medical necessity as defined in the 
20 e"ro%%ee~s-eY~de"ee-of-eoYersqe carrier's or organized 

21 delivery system"s plan or policy. 
22 c. The enrollee, or the enrollee's treating health care 
23 provider acting on behalf of the enrollee, has exhausted all 

24 internal appeal mechanisms provided under the carrier's or the 

25 organized delivery system's eo"trset plan or policy. 

26 d. 

27 within 

28 2. 

The written request for external review was filed 

sixty days of receipt of the coverage decision. 

The commissioner shall notify the enrollee, or the 
29 enrollee's treating health care provider acting on behalf of 

30 the enrollee, and the carrier or organized delivery system in 

31 writing of the dee~s~on certification. 

32 3. The carrier or organized delivery system has three 

33 business days to contest t"e-er~q~b~r~ty-of-the-reqttest-for 

34 externsr-reY~ew-w~th-the-eommiss~oner the commissioner"s 

35 certification decision. lf the commissioner finds that the 
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1 request for external review is not eligible for fttr!-r~Y~~w 

2 certification, the commissioner, within two business days, 

3 shall notify the enrollee, or the enrollee's treating health 

4 care provider acting on behalf of the enrollee, in writing of 

5 the reasons that the request for external review is not 

6 eligible for ftt!!-r~y~~w certification. 

7 4. If the commissioner finds that the request for external 

B review is eligible for certification, notwithstanding the 

9 contest by the carrier or organized delivery system, the 

10 commissioner shall notify the carrier or organized delivery 

ll system in writing of the reasons for upholding the 

12 certification. 

13 Sec. 27. Section 514J.7, Code 2001, is amended by striking 

14 the section and inserting in lieu thereof the following: 

15 514J.7 EXTERNAL REVIEW. 

16 The external review process shall meet the following 

17 criteria: 

18 1. The carrier or organized delivery system, within three 

19 business days of a receipt of an eligible request for an 

20 external review from the commissioner, or within three 

21 business days of receipt of the commissioner's denial of the 

22 carrier's or organized delivery system's contest of the 

23 certification of the request under section 514J.5, subsection 

24 3, whichever is later, shall do all of the following: 

25 a. Select an independent review entity from the list 

26 certified by the commissioner. The independent review entity 

27 shall be an expert in the treatment of the medical condition 

28 under review. The independent review entity shall not be a 

29 subsidiary of, or owned or controlled by, the carrier or 

30 organized delivery system, or owned or controlled by a trade 

31 association of carriers or organized delivery systems of which 

32 the carrier or organized delivery system is a member. 

33 b. Notify the enrollee, and the enrollee's treating health 

34 care provider, of the name, address, and telephone number of 

35 the independent review entity and of the enrollee's and 
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1 treating health care provider's right to submit additional 
2 information. 

3 c. Notify the selected independent review entity by 

4 facsimile that the carrier or organized delivery system has 

5 chosen it to do the independent review and provide sufficient 

6 descriptive information to identify the type of experts needed 

7 to conduct the review. 

8 d. Provide to the commissioner by facsimile a copy of the 

9 notices sent to the enrollee and to the selected independent 
10 review entity. 

11 2. The independent review entity, within three business 

12 days of receipt of the notice, shall select a person to 

13 perform the external review and shall provide notice to the 

14 enrollee of a brief description of the person including the 

15 reasons the person selected is an expert in the treatment of 

16 the medical condition under review. The independent review 

17 entity does not need to disclose the name of the person. A 

18 copy of the notice shall be sent by facsimile to the 

19 commissioner. If the independent review entity does not have 

20 a person who is an expert in the treatment of the medical 

21 condition under review and certified by the commissioner to 

22 conduct an independent review, the independent review entity 

23 may either decline the review request or may request from the 

24 commissioner additional time to have such an expert certified. 

25 The independent review entity shall notify the commissioner by 

26 facsimile of its choice between these options within three 

27 business days of receipt of the notice from the carrier or 

28 organized delivery system. The commissioner shall provide a 

29 notice to the enrollee and carrier or organized delivery 

30 system of the independent review entity's decision and of the 

31 commissioner's decision as to how to proceed with the external 

32 review process within three business days of receipt of the 

33 independent review entity's decision. 

34 3. The enrollee, or the enrollee's treating health care 

35 provider acting on behalf of the enrollee, may object to the 
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1 independent review entity selected by the carrier or organized 
2 delivery system or to the person selected as the reviewer by 
3 the independent review entity by notifying the commissioner 

4 and carrier or organized delivery system within ten days of 

5 the mailing of the notice by the independent review entity. 

6 The commissioner shall have two business days from receipt of 

7 the objection to consider the reasons set forth in support of 

8 the objection to approve or deny the objection, to select an 
9 independent review entity if necessary, and to provide notice 

10 of the commissioner's decision to the enrollee, the enrollee's 

11 treating health care provider, and the carrier or organized 
12 delivery system. 

13 4. The carrier or organized delivery system, within 

14 fifteen days of the mailing of the notice by the independent 

15 review entity, or within three business days of a receipt of 
16 notice by the commissioner following an objection by the 
17 enrollee, whichever is later, shall do all of the following: 
18 a. Provide to the independent review entity any 

19 information submitted to the carrier or organized delivery 

20 system by the enrollee or the enrollee's treating health care 

21 provider in support of the request for coverage of a service 

22 or treatment under the carrier's or organized delivery 
23 system's appeal procedures. 

24 b. Provide to the independent review entity any other 
25 relevant documents used by the carrier or organized delivery 
26 system in determining whether the proposed service or 
27 treatment should have been provided. 

28 c. Provide to the commissioner a confirmation that the 

29 information required in paragraphs "a" and "b'' has been 

30 provided to the independent review entity, including the date 
31 the information was provided. 

32 5. The enrollee, or the enrollee's treating health care 
33 provider, may provide to the independent review entity any 

34 information submitted under any internal appeal mechanisms 

35 provided under the carrier's or organized delivery system's 
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l evidence of coverage, and other newly discovered relevant 
2 information. The enrollee shall have ten business days from 

3 the mailing date of the notification of the person selected as 

4 the reviewer by the independent review entity to provide this 

5 information. The independent review entity may reasonably 

6 decide whether to consider any information provided by the 

7 enrollee or the enrollee's treating health care provider after 
8 the ten-day period. 

9 6. The independent review entity shall notify the enrollee 

10 and the enrollee's treating health care provider of any 

11 additional medical information required to conduct the review 

12 within five business days of receipt of the documentation 

13 required under subsection 4. The enrollee or the enrollee's 

14 treating health care provider shall provide the requested 
15 information to the independent review entity within five days 

16 after receipt of the notification requesting additional 
17 medical information. The independent review entity may 

18 reasonably decide whether to consider any information provided 

19 by the enrollee or the enrollee's treating health care 

20 provider after the five-day period. The independent review 

21 entity shall notify the commissioner and the carrier or 

22 organized delivery system of this request. 
23 7. The independent review entity shall submit its external 

24 review decision as soon as possible, but not later than thirty 
25 days from the date the independent review entity received the 

26 information required under subsection 4 from the carrier or 
27 organized delivery system. The independent review entity, for 

28 good cause, may request an extension of time from the 

29 commissioner. The independent review entity's external review 

30 decision shall be mailed to the enrollee or the treating 
31 health care provider acting on behalf of the enrollee, the 

32 carrier or organized delivery system, and the commissioner. 

33 8. The confidentiality of any medical records submitted 
34 shall be maintained pursuant to applicable state and federal 

35 laws. 
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1 Sec. 28. NEW SECTION. 514J.l5 PENALTIES. 

2 A carrier who fails to comply with this chapter or with 

3 rules adopted pursuant to this chapter is subject to the 

4 penalties provided under chapter 5078. 

5 Sec. 29. Section 515.35, subsection 4, paragraph n, 

6 subparagraph {1), Code 2001, is amended to read as follows: 

7 {1) A company organized under this chapter may invest up 

8 to twe five percent of its admitted assets in securities or 

9 property of any kind, without restrictions or limitations 

10 except those imposed on business corporations in general. 

11 Sec. 30. Section 515.51, Code 2001, is amended to read as 

12 follows: 

13 515.51 POLICIES -- EXECUTION -- REQUIREMENTS. 

14 All policies or contracts of insurance except surety bonds 

15 made or entered into by the company may be made either with or 

16 without the seal of the company, but shall be subscribed by 

17 the president, or such other officer as may be designated by 

18 the directors for that purpose, and be attested to by the 

19 secretary or the secretary's designee of the company. A group 

20 motor vehicle or group homeowners policy shall not be written 

21 or delivered within this state unless such policy is an 

22 individual policy or contract form. 

23 Sec. 31. Section 5158.1, subsection 2, Code 2001, is 

24 amended to read as follows: 

25 2. Mortgage guaranty, financial guaranty, residual value, 

26 or other forms of insurance offering protection against 

27 investment risks. 

28 Sec. 32. Section 5158.5, subsection 1, paragraph b, Code 

29 2001, is amended to read as follows: 

30 b. Be obligated to pay covered claims subject to a 

31 limitation as established by the rights, duties, and 

32 obligations under the policy of the insolvent insurer. 

33 However, the association is not obligated to pay a claimant an 

34 amount in excess of the obligation under the policy of the 

35 insolvent insurer, regardless of whether such claim is based 
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1 on contract or tort. 

2 Sec. 33. Section 515B.l6, Code 2001, is amended by 

3 striking the section and inserting in lieu thereof the 
4 following: 

5 5158.16 ACTIONS AGAINST THE ASSOCIATION. 

6 Any action against the association shall be brought against 

7 the association in the association's own name. The Polk 
8 county district court shall have exclusive jurisdiction and 

9 venue of such actions. Service of the original notice in 

10 actions against the association may be made on any officer of 

11 the association or upon the commissioner of insurance on 

12 behalf of the association. The commissioner shall promptly 
13 transmit any notice so served upon the commissioner to the 

14 association. 
15 Sec. 34. NEW SECTION. 515F.4A REASONABLENESS OF BENEFITS 

16 IN RELATION TO PREMIUM CHARGED. 

17 Benefits provided by credit personal property insurance 

18 shall be reasonable in relation to the premium charged. This 

19 requirement is satisfied if the premium rate charged develops 

20 or may reasonably be expected to develop a loss ratio of not 
21 less than fifty percent or such lower loss ratio as designated 
22 by the commissioner to afford a reasonable allowance for 

23 actual and expected loss experience including a reasonable 

24 catastrophe provision, general and administrative expenses, 

25 reasonable acquisition expenses, reasonable creditor 

26 compensation, investment income, premium taxes, licenses, 

27 fees, assessments, and reasonable insurer profit. 
28 Sec. 35. Section 518.23, subsection 4, Code 2001, is 

29 amended to read as follows: 
30 4. NOTICE. Service of notice under subsection 2 or 3 may 
31 be msde-+"-person7 -or-by-msilin9-s~eh-notiee-by-eertiried-msi% 

32 deposited-in-the-post-orriee-snd-direeted delivered in person 

33 or mailed to the insured at the insured's post office address 

34 as given in or upon the policy, or to such other address as 

35 the insured shall have given to the association in writing. A 
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1 post office department ~eee~pt-e£-ee~t~£~ed-e~-~eqiste~ed-meii 

2 certificate of mailing shall be deemed proof of receipt of 

3 such netiee mailing. If in either case the cash payments 

4 exceed the amount properly chargeable, the excess shall be 

5 refunded to the insured upon the surrender of the policy to 

6 the association at its home office. 

7 Sec. 36. Section 518A.29, subsection 4, Code 2001, is 

8 amended to read as follows: 

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

10 be mede-in-pe~sen;-e~-by-meitinq-s~eh-netiee-by-ee~ti£ied-meit 

11 depesited-in-the-pest-e£fiee-end-di~eeted delivered in person 

12 or mailed to the insured at the insured's post office address 

13 as given in or upon the policy, or to such other address as 

14 the insured shall have given to the association in writing. A 

15 post office department ~eeeipt-ef-ee~tified-e~-~eq~ste~ed-meii 

16 certificate of mailing shall be deemed proof of receipt of 

17 such net~ee mailing. If in either case the cash payments 

18 exceed the amount properly chargeable, the excess shall be 

19 refunded upon the surrender of the policy to the association 

20 at its home office. 

21 Sec. 37. Section 515.122, Code 2001, is repealed. 

22 Sec. 38. Sections 432.12, 5138.14, 5138.16, 513B.17A, 

23 5138.18, and 5138.31 through 5138.43, Code 2001, are repealed. 

24 Sec. 39. EFFECTIVE DATE. Sections 4, 7 through 11, 13 

25 through 22, 34, and 38 of this Act take effect January J, 

26 2002. 

27 EXPLANATION 

28 This bill makes changes to various insurance-related 

29 provisions throughout the Code. Specific provisions are 

30 effective January J, 2002, as noted. 

31 The bill amends Code section 87.11 to provide that a 

32 political subdivision, including a city, county, community 

33 college, or school corporation, that is self-insured for 

34 workers' compensation is not required to submit a plan or 

35 program to the commissioner of insurance (the commissioner) 
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1 for review and approval. The current Code language requires 

2 employers to furnish certain proof of solvency and ability to 

3 pay to be exempted from workers' compensation insurance 
4 requirements. 

~ The bill deletes the requirement in Code section ~0~.11 for 

6 the commissioner to certify to the department of revenue and 

7 finance the amount of credit to be applied on future taxes due 

8 from a company that has overpaid amounts due to the state, and 

9 to notify the company of the amount. The current Code 

10 language gives the commissioner the power to refund the 

11 overpayment or apply it to current or future amounts due. 

12 Code section 507.10 is amended regarding the filing by the 

13 examiner of a verified written report of examination, to 

14 delete the words "under oath''. 

15 The bill deletes a provision in Code section 507A.4 that 

16 exempts from the Code chapter on unauthorized insurers any 

17 life insurance company organized and operated for the purpose 

18 of aiding educational or scientific institutions organized and 

19 operated without profit to any private shareholder or 
20 individual by issuing insurance and annuity contracts. This 

21 provision takes effect January 1, 2002. 

22 The bill amends an unfair claim settlement practice in Code 

23 section ~078.4 to expressly include a reference to another 

24 Code subsection on the payment of interest added by this bill, 

25 and adds an additional unfair claim settlement practice 

26 relating to the audit of health care claims. 

27 The bill adds an unfair practice relating to the payment of 

28 interest on health insurance claims an insurer fails to accept 

29 timely. This provision takes effect January 1, 2002. 

30 The bill adds new Code section ~07B.4A, specifying a 

31 person's duty to respond timely to inquiries from the 

32 commissioner and a health insurer's duty to accept and pay or 

33 deny a clean claim, as defined by the new Code section. These 

34 provisions, and Code sections that are amended to refer to 

3~ this new Code section, take effect January 1, 2002. 
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1 The bill corrects certain Code references in Code sections 

2 511.4 and 5138.2 due to Code section repeals made by the bill. 

3 The bill strikes paragraphs in Code section 5138.4 related 

4 to certain outdated restrictions on premiums, and strikes a 

5 subsection pertaining to premium rates variances for certain 

6 plans. 
7 The bill deletes the requirement in Code section 5138.10 

8 for a carrier or organized delivery system to offer health 

9 insurance coverage that constitutes a basic health benefit 

10 plan and a standard health benefit plan. The bill also 

11 deletes a subsection of Code section 5138.10 dealing with such 

12 plans. 
13 The bill strikes a paragraph from Code section 5138.13 

14 dealing with initial appointments to the board for the small 

15 employer carrier reinsurance program. The bill also updates 

16 other language in the section. 

17 Changes to Code chapter 5138, regarding small group health 

18 coverage in sections 14 through 23 of the bill are effective 

19 January 1, 2002. 

20 The bill modifies the language used in Code section 514E.l 

21 for the definition of ''health insurance coverage''. 

22 The bill adds new Code section 514J.3A, which requires 

23 notice of the availability of the internal appeal mechanism to 

24 be provided when a claim is denied, and notice of the external 

25 review process when a coverage decision is made. The bill 

26 also deletes a subsection of Code section 514J.4 that was 

27 moved to new Code section 514J.3A. 

28 The bill amends terms used in Code section 514J.5 relating 

29 to certification of a request for external review, and adds a 

30 paragraph relating to written notification of reasons for 

31 certification. 

32 The bill strikes the existing Code section 514J.7, relating 

33 to criteria for the external review process, and inserts a new 

34 criteria section that reorganizes certain current provisions 

35 and contains more details regarding the process. 
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1 The bill adds language to Code section 514J.l2 to address 

2 the standard of review when a health care claim has been 

3 denied under a property or casualty insurance policy. 

4 The bill adds new Code section 514J.l5 to provide that a 

5 carrier who fails to comply with the provisions of Code 
6 chapter 514J, relating to the external review process, or 

7 related rules adopted pursuant to the chapter, is subject to 
8 penalties provided under Code chapter 5078, relating to 

9 insurance trade practices. 

10 The bill amends Code section 515.35, to permit investments 

11 of up to 5 percent of the admitted assets of an insurance 

12 company other than a life insurance company, instead of 2 
13 percent. 
14 The bill amends Code section 515.51 to provide that all 

15 policies or contracts of insurance except surety bonds may be 
16 entered into with or without the seal of the company. 

17 The bill adds residual value as a type of insurance 

18 coverage excluded from the scope of Code chapter 5158, the 

19 insurance guaranty association chapter. 

20 The bill amends Code section 5158.5 to specify that the 
21 insurance guaranty association is not obligated to pay an 

22 amount in excess of the policy limitations of the insolvent 
23 insurer, regardless of whether the claim is based in contract 

24 or tort. 
25 The bill strikes current Code section 5158.16 regarding 

26 actions against the insurance guaranty association, and 

27 inserts revised language, including a provision that specifies 

28 that Polk county district court has exclusive jurisdiction and 

29 venue of such actions. 
30 The bill creates new Code section 515F.4A to provide a 

31 standard for judging the reasonableness of premiums charged to 

32 benefits provided under a credit personal property insurance 

33 policy. This provision takes effect January 1, 2002. 

34 The bill amends Code sections 518.23 and 518A.29 by 

35 deleting references to certified or registered mail, and 
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1 specifying that a certificate of mailing constitutes proof of 

2 receipt of cancellation or nonrenewal of policies by a county 

3 mutual insurance association or a state mutual insurance 

4 association, respectively. 

5 The bill repeals Code section 515.122, relating to required 

6 components of advertising by agents for insurance other than 

7 life insurance, effective July 1, 2001. 

8 Effective January 1, 2002, the bill also repeals Code 

9 section 432.12, regarding the premium tax credit for employer-

10 sponsored health plan premium credit; Code section 5138.14, 

11 regarding basic and standard health benefit plan standards; 

12 Code sections 5138.16 and 5138.18, applicability provisions 

13 relating to basic and standard health benefit plans; Code 

14 section 5138.17A, regarding adoption of rules relating to 

15 restoration of small group health coverage; and Code sections 

16 5138.31 through 5138.43, relating to basic benefit coverage 

17 for small groups. 

18 
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A BILL FOR 

1 An Act relating to insurance, by addressing the operation and 

2 regulation of insurance companies, mutual insurance 

3 associations, the Iowa insurance guaranty association, and 

4 other insurance or risk-assuming entities, including the 

5 rights and duties of such entities and the powers and 

6 authority of the insurance commissioner; by establishing 

7 jurisdiction and venue requirements for actions against the 

8 Iowa insurance guaranty association; and providing penalties, 

9 repeals, and effective dates. 

10 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
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1 Section 1. Section 87.11, unnumbered paragraph 1, Code 
2 2001, is amended to read as follows: 

3 When an employer coming under this chapter furnishes 

4 satisfactory proofs to the insurance commissioner of such 

5 employer's solvency and financial ability to pay the 

6 compensation and benefits as by law provided and to make such 

7 payments to the parties when entitled thereto, or when such 
8 employer deposits with the insurance commissioner security 
9 satisfactory to the insurance commissioner and the workers' 

10 compensation commissioner as guaranty for the payment of such 

11 compensation, such employer shall be relieved of the 

12 provisions of this chapter requiring insurance; but such 

13 employer shall, from time to time, furnish such additional 

14 proof of solvency and financial ability to pay as may be 
15 required by such insurance commissioner or workers' 
16 compensation commissioner. A political subdivision, including 

17 a city, county, community college, or school corporation, that 

18 is self-insured for workers' compensation is not required to 

19 submit a plan or program to the insurance commissioner for 

20 review and approval. 
21 Sec. 2. Section 505.11, Code 2001, is amended to read as 

22 follows: 
23 505.11 REFUNDS. 

24 Whenever it appears to the satisfaction of the commissioner 

25 of insurance that because of error, mistake, or erroneous 
26 interpretation of statute that a foreign or domestic insurance 

27 corporation has paid to the state of Iowa taxes, fines, 

28 penalties, or license fees in excess of the amount legally 

29 chargeable against it, the commissioner of insurance shall 
30 have power to refund to such corporation any such excess by 

31 applying the amount tne~eef of the excess payment toward the 
32 payment of taxes, fines, penalties, or license fees already 

33 due or which may ne~eafter become due, until such excess 

34 payments have been fully refunded. ~he-eemmissiener-sna%% 

35 ee~tify-te-the-department-ef-reyenue-and-finanee-tne-amettnt-ef 
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1 a~y-s~eh-e~ed±t-to-be-appr±ed-to-f~t~~e-taxes-d~e-a~d-~ot±fy 

2 the-±ns~ranee-eompany-afreeted-or-the-amo~nt-thereof~ 

3 Sec. 3. Section 507.10, subsection 2, Code 2001, is 

4 amended to read as follows: 

5 2. FILING OF EXAMINATION REPORT. No later than sixty days 

6 following completion of the examination, the examiner in 

7 charge shall file with the division a verified written report 

8 of examination ~nder-oath. Upon receipt of the verified 

9 report and after administrative review, the division shall 

10 transmit the report to the company examined, together with a 

11 notice which shall afford the company examined a reasonable 

12 opportunity of not more than thirty days to make a written 

13 submission or rebuttal with respect to any matters contained 

14 in the examination report. 

15 Sec. 4. Section 507A.4, subsection 7, Code 2001, is 

16 amended by striking the subsection. 

17 Sec. 5. Section 5078.4, subsection 9, paragraph f, Code 

18 2001, is amended to read as follows: 

19 f. Not attempting in good faith to effectuate prompt, 

20 fairL and equitable settlements of claims in which liability 

21 has become reasonably clear, or failing to include interest on 

22 the payment of claims when required under section 511.38 or 

23 subsection lOB. 

24 Sec. 6. Section 507B.4, subsection 9, Code 2001, is 

25 amended by adding the following new paragraph: 

26 NEW PARAGRAPH. o. Failing to comply with the procedures 

27 for auditing claims submitted by health care providers as set 

28 forth by rule of the commissioner. However, this paragraph 

29 shall have no applicability to liability insurance, workers' 

30 compensation or similar insurance, automobile or homeowners' 

31 medical payment insurance, disability income, or long-term 

32 care insurance. 

33 Sec. 7. Section 507B.4, Code 2001, is amended by adding 

34 the following new subsection: 

35 NEW SUBSECTION. lOB. PAYMENT OF INTEREST. Failure of an 
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1 insurer to pay interest at the rate of ten percent per annum 

2 on all health insurance claims that the insurer fails to 

3 timely accept and pay pursuant to section 507B.4A, subsection 
4 1, paragraph "e". Interest shall accrue commencing on the 

5 thirty-first day after receipt of all properly completed proof 
6 of loss forms. 

7 For purposes of this subsection, ''insurer" means an entity 
8 providing a plan of health insurance, health care benefits, or 

9 health care services, or an entity subject to the jurisdiction 

10 of the commissioner performing utilization review, including 

11 an insurance company offering sickness and accident plans, a 

12 health maintenance organization, an organized delivery system 
13 authorized under 1993 Iowa Acts, chapter 158, and licensed by 

14 the department of public health, a nonprofit health service 

15 corporation, a plan established pursuant to chapter 509A for 

16 public employees, or any other entity providing a plan of 

17 health insurance, health care benefits, or health care 

18 services. However, "insurer" does not include an entity that 

19 sells disability income or long-term care insurance. 

20 Sec. 8. NEW SECTION. 507B.4A DUTY TO RESPOND TO 
21 INQUIRIES AND PROMPT PAYMENT OF CLAIM. 
22 1. A person shall promptly respond to inquiries from the 

23 commissioner. 
24 a. A person's actions are deemed untimely under this 

25 subsection if the person fails to respond to an inquiry from 

26 the commissioner within thirty days of the receipt of the 

27 inquiry, unless good cause exists for delay. 
28 b. Failure to respond to inquiries from the commissioner 

29 pursuant to this subsection with such frequency as to indicate 

30 a general business practice shall subject the person to 

31 penalty under this chapter. 
32 2. a. An insurer providing accident and sickness 

33 insurance under chapter 509, 514, or 514A; a health 

34 maintenance organization; an organized delivery system 

35 authorized under 1993 Iowa Acts, chapter 158, and licensed by 
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1 the department of public health; or another entity providing 

2 health insurance or health benefits subject to state insurance 

3 regulation shall either accept and pay or deny a clean claim. 

4 b. For purposes of this subsection, "clean claim" means a 

5 properly completed paper or electronic billing instrument 

6 containing all reasonably necessary information, that does not 

7 involve coordination of benefits for third-party liability, 

8 preexisting condition investigations, or subrogation, and that 

9 does not involve the existence of particular circumstances 

10 requiring special treatment that prevents a prompt payment 

11 from being made. 

12 c. The commissioner shall adopt rules establishing 

13 processes for timely adjudication and payment of claims by 

14 insurers for health care benefits. The rules shall be 

15 consistent with the time frames and other procedural standards 

16 for claims decisions by group health plans established by the 

17 United States department of labor pursuant to 29 C.P.R. pt. 

18 2560 in effect at the time of passage of this Act. 

19 d. Payment of a clean claim shall include interest at the 

20 rate of ten percent per annum when an insurer or other entity 

21 as defined in this subsection that administers or processes 

22 claims on behalf of the insurer or other entity fails to 

23 timely pay a claim. 

24 e. This subsection shall not apply to liability insurance, 

25 workers' compensation or similar insurance, automobile or 

26 homeowners' medical payment insurance, disability income, or 
27 long-term care insurance. 

28 Sec. 9. Section 5078.6, subsection 1, Code 2001, is 

29 amended to read as follows: 

30 1. Whenever the commissioner sheii-heve-reeseft-te-bei~eve 

31 believes that any s~eh person has been engaged or is engaging 

32 in this state in any unfair method of competition or any 

33 unfair or deceptive act or practice whether or not defined in 

34 section 5078.4, 5078.4A, or 5078.5 and that a proceeding by 

35 the commissioner in respect thereto to such method of 
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1 competition or unfair or deceptive act or practice would be te 

2 the-~nterest-e£ in the public interest, the commissioner shall 
3 issue and serve upon such person a statement of the charges in 
4 that respect and a notice of a hearing thereon on such charges 

5 to be held at a time and place fixed in the notice, which 

6 shall not be less than ten days after the date of the service 
7 theree£ of such notice. 

8 Sec. 10. Section 5078.7, subsection 1, Code 2001, is 
9 amended to read as follows: 

10 1. If, after such hearing, the commissioner shaii 

11 determ~ne determines that the person charged has engaged in an 

12 unfair method of competition or an unfair or deceptive act or 
13 practice, the commissioner shall reduce the findings to 

14 writing and shall issue and cause to be served upon the person 

15 charged with the violation a copy of such findings, an order 

16 requiring such person to cease and desist from engaging in 

17 such method of competition, act or practice and if the act or 
18 practice is a violation of section 5078.4, 5078.4A, or 5078.5, 
19 the commissioner may at the commissioner•s discretion order 
20 any one or more of the following: 

21 a. Payment of a civil penalty of not more than one 

22 thousand dollars for each act or violation, but not to exceed 

23 an aggregate of ten thousand dollars, unless the person knew 

24 or reasonably should have known the person was in violation of 

25 section 5078.4, 5078.4A, or 5078.5, in which case the penalty 

26 shall be not more than five thousand dollars for each act or 
27 violation, but not to exceed an aggregate penalty of fifty 

28 thousand dollars in any one six-month period. ~he 

29 eemm~ss~ener-shai%T-ff If the commissioner finds the 

30 Yierat~ens that a violation of section 5078.4, 5078.4A, or 

31 5078.5 were was directed, encouraged, condoned, ignored, or 

32 ratified by the employer of the person or by an insurer, the 

33 commissioner shall also assess a fine to the employer or 

34 insurer. 
35 b. Suspension or revocation of the license of a person as 

-5-



S.F. H.F. 

1 defined in section 507B.2, subsection 1, if the person knew or 

2 reasonably should have known the person was in violation of 

3 section 507B.4, 507B.4A, or seet~e" 507B.5. 

4 ~c~.--~P~a~yLm~e~n~t~o~f~~i~n~t~e~r~e~s~t~~a~t~t~h~e~r~a~t~e~o~f~t~e~n~p~e~r~c~e~n~t~p~e~r 

5 annum if the commissioner finds that the insurer failed to pay 

6 interest as required under section 507B.4, subsection lOB. 

7 Sec. 11. Section 507B.l2, unnumbered paragraph 1, Code 

8 2001, is amended to read as follows: 

9 The commissioner may, after notice and hearing, promulgate 

10 reasonable rules, as are necessary or proper to identify 

11 specific methods of competition or acts or practices which are 

12 prohibited by section 507B.4, 507B.4A, or 507B.5, but the 

13 rules shall not enlarge upon or extend the provisions of such 

14 sections. Such rules shall be subject to review in accordance 

15 with chapter 17A. 

16 Sec. 12. Section 511.4, Code 2001, is amended to read as 

17 follows: 

18 511.4 ADVERTISEMENTS --WHO DEEMED AGENT. 

19 The provisions of sections 5t5~tii 515.123 to 515.126 shall 

20 apply to life insurance companies and associations. 

21 Sec. 13. Section 513B.2, subsections 3 and 20, Code 2001, 

22 are amended to read as follows: 

23 3. "Basic health benefit plan" means a plan wh~eh-~s 

24 offe~ed established by the board of the small employer health 

25 reinsurance program pursuant to section 513B~t4 513B.l3, 

26 subsection 8, paragraph •a•. 

27 20. "Standard health benefit plan" means a plan wh~eh-~s 

28 offe~ed established by the board of the small employer health 

29 reinsurance program pursuant to section 5138~14 513B.l3, 

30 subsection 8, paragraph "a". 

31 Sec. 14. Section 5138.4, subsection 1, paragraphs d and e, 
32 Code 2001, are amended by striking the paragraphs. 

33 Sec. 15. Section 5138.4, subsection 2, Code 2001, is 

34 amended by striking the subsection. 

35 Sec. 16. Section 5138.10, subsection 1, paragraph a, Code 
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1 2001, is amended to read as follows: 
2 a. A carrier or an organized delivery system that offers 
3 health insurance coverage in the small group market shall 
4 accept every small employer that applies for health insurance 
5 coverage and shall accept for enrollment under such coverage 

6 every eligible individual who applies for enrollment during 

7 the period in which the individual first becomes eligible to 

8 enroll under the terms of the health insurance coverage and 

9 shall not place any restriction which is inconsistent with 

10 eligibility rules established under this chapter. A-ea~~ie~ 

11 o~-o~qa~ized-deiiYe~y-eys~em-snaii-o~~e~-nearth-i~s~~a~ee 

12 eoYe~aqe-whien-eo~stit~tee-a-basie-heaitn-be"erit-pra"-a~d 

13 whien-ee"stit~tee-a-e~a~dard-hearth-be"efit-pra"~ 

14 Sec. 17. Section 513B.l0, subsection 3, Code 2001, is 

15 amended by striking the subsection. 
16 Sec. 18. Section 5138.13, subsection 3, paragraph c, Code 

17 2001, is amended by striking the paragraph. 
18 Sec. 19. Section 513B.l3, subsection 3, paragraph d, Code 

19 2001, is amended to read as follows: 

20 d. Sttbseq~e"t-members Members shall be appointed for terms 

21 of three years. A board member's term shall continue until 

22 

23 

the member's 

Sec. 20. 

successor is appointed. 

Section 5138.13, subsections 

24 are amended to read as follows: 

4 and 5, Code 2001, 

25 4. The board,-w±thi~-o"e-h~~dred-eiqhty-days-a~ter-the 

26 i"itiar-appoi~tme"ts,-snarr may submit a plan of operation to 

27 the commissioner. The commissioner, after notice and hearing, 

28 may approve the a plan of operation if the commissioner 

29 determines that the plan is suitable to assure the fair, 

30 reasonable, and equitable administration of the program, and 

31 provides for the sharing of program gains and losses on an 

32 equitable and proportionate basis in accordance with the 

33 provisions of this section. ~he A plan of operation is 

34 effective upon written approval of the commissioner. A~ter 

35 ~he-i"itiar-pra"-ef-operatio"-is-sttbmitted-a"d-approYed-by-~he 
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1 eommissio"er7-the 

2 5. The board may submit to the commissioner any amendments 

3 to the plan necessary or suitable to assure the fair, 

4 reasonable, and equitable administration of the program. The 

5 amendments shall be effective upon the written approval of the 

6 commissioner. 

7 5~--ff-the-board-faifs-to-s~bmit-a-pfa"-o£-operatio"-within 

8 one-h~"dred-ei9hty-days-after-the-boardLs-appoi"tme"tT-the 

9 eommissionerT-after-"otiee-a"d-heari"97-shaff-estabfish-and 

10 adopt-a-temporary-pfa"-of-operatio"7--~he-eommissioner-shafi 

11 ame"d-or-resei"d-a-pfa"-adopted-p~rsua"t-to-this-subseetion-at 

12 the-time-a-pia"-is-submitted-by-the-board-and-approved-by-the 

13 eommissio"er7 

14 Sec. 21. Section 5138.13, subsection B, paragraph a, Code 

15 2001, is amended to read as follows: 

16 a. With-respeet-to-a-basie-heafth-be"efit-pian-or-a 

17 sta"dard-heaith-be"efit-pfan,-the-pro9ram-shafi-reinsure-the 

18 fe•ei-of-eo•era9e-pro•ided-a"d,-with-respeet-to-other-pfa"s 7 
19 the The program shall reinsure up to the level of coverage 

20 provided in either a basic health benefit plan or standard 

21 health benefit plan established by the board. 

22 Sec. 22. Section 5138.13, subsection 13, Code 2001, is 

23 amended by striking the subsection. 

24 Sec. 23. Section 514E.l, subsection 15, paragraph a, Code 

25 2001, is amended to read as follows: 

26 a. "Health insurance coverage• means health insurance 

27 coverage offered to individuals,-b~t-does-"ot-i"eiude-short-

28 term-iimited-duratio"-i"s~ra"ee. 

29 Sec. 24. NEW SECTION. 514J.3A NOTICE. 

30 When a claim is denied in whole or in part based on medical 

31 necessity, the carrier or organized delivery system shall 

32 provide a notice in writing to the enrollee of the internal 

33 appeal mechanism provided under the carrier or organized 

34 delivery system's plan or policy. 

35 At the time of a coverage decision, the carrier or 
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1 organized delivery system shall notify the enrollee in writing 

2 of the right to have the coverage decision reviewed under the 
3 external review process. 

4 Sec. 25. Section 514J.4, subsection 1, Code 2001, is 

5 amended by striking the subsection. 

6 Sec. 26. Section 514J.5, Code 2001, is amended to read as 
7 follows: 

8 514J.5 CERTIFICATION OF REQUEST-- ELIGIBILITY. 

9 l. The commissioner shall have two business days from 

10 receipt of a request for an external review to certify the 

11 request. The commissioner shall certify the request if all of 

12 the following criteria are satisfied: 

13 a. The enrollee was covered by the carrier or organized 

14 delivery system at the time the service or treatment was 
15 proposed or received. 
16 b. The enrollee has been denied coverage based on a 

17 determination by the carrier or organized delivery system that 

18 the proposed or received service or treatment does not meet 

19 the definition of medical necessity as defined in the 

20 e"~eiiee~s-ey~de"ee-e~-eeYe~a9e carrier's or organized 

21 delivery system's plan or policy. 
22 c. The enrollee, or the enrollee's treating health care 
23 provider acting on behalf of the enrollee, has exhausted all 

24 internal appeal mechanisms provided under the carrier's or the 

25 organized delivery system's ee"t~aet plan or policy. 
26 d. The written request for external review was filed 

27 within sixty days of receipt of the coverage decision. 

28 2. The commissioner shall notify the enrollee, or the 

29 enrollee's treating health care provider acting on behalf of 
30 the enrollee, and the carrier or organized delivery system in 

31 writing of the dee~sie" certification. 
32 3. The carrier or organized delivery system has three 

33 business days to contest the-eri9ibiiity-er-the-~eq~est-~e~ 

34 exte~"ai-~eYiew-with-the-eemmissie"e~ the commissioner's 

35 certification decision. If the commissioner finds that the 
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1 request for external review is not eligible for £~ii-reYiew 

2 certification, the commissioner, within two business days, 
3 shall notify the enrollee, or the enrollee's treating health 
4 care provider acting on behalf of the enrollee, in writing of 

5 the reasons that the request for external review is not 

6 eligible for £~il-reYiew certification. 

7 4. If the commissioner finds that the request for external 

8 review is eligible for certification, notwithstanding the 

9 contest by the carrier or organized delivery system, the 

10 commissioner shall notify the carrier or organized delivery 

11 system in writing of the reasons for upholding the 
12 certification. 

13 Sec. 27. Section 514J.7, Code 2001, is amended by striking 
14 the section and inserting in lieu thereof the following: 

15 514J.7 EXTERNAL REVIEW. 

16 The external review process shall meet the following 

17 criteria: 

18 1. The carrier 

19 business days of a 

or organized delivery system, within three 

receipt of an eligible request for an 

20 external review from the commissioner, or within three 
21 business days of receipt of the commissioner's denial of the 

22 carrier's or organized delivery system's contest of the 
23 certification of the request under section 514J.5, subsection 

24 3, whichever is later, shall do all of the following: 

25 a. Select an independent review entity from the list 

26 certified by the commissioner. The independent review entity 
27 shall be an expert in the treatment of the medical condition 

28 under review. The independent review entity shall not be a 
29 subsidiary of, or owned or controlled by, the carrier or 

30 organized delivery system, or owned or controlled by a trade 

31 association of carriers or organized delivery systems of which 

32 the carrier or organized delivery system is a member. 

33 b. Notify the enrollee, and the enrollee's treating health 

34 care provider, of the name, address, and telephone number of 

35 the independent review entity and of the enrollee's and 
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1 treating health care provider's right to submit additional 
2 information. 

3 c. Notify the selected independent review entity by 

4 facsimile that the carrier or organized delivery system has 
5 chosen it to do the independent review and provide sufficient 

6 descriptive information to identify the type of experts needed 
7 to conduct the review. 

8 d. Provide to the commissioner by facsimile a copy of the 

9 notices sent to the enrollee and to the selected independent 
10 review entity. 

11 2. The independent review entity, within three business. 
12 days of receipt of the notice, shall select a person to 

13 perform the external review and shall provide notice to the 
14 enrollee of a brief description of the person including the 

15 reasons the person selected is an expert in the treatment of 

16 the medical condition under review. The independent review 

17 entity does not need to disclose the name of the person. A 

18 copy of the notice shall be sent by facsimile to the 
19 commissioner. If the independent review entity does not have 

20 a person who is an expert in the treatment of the medical 
21 condition under review and certified by the commissioner to 

22 conduct an independent review, the independent review entity 

23 may either decline the review request or may request from the 

24 commissioner additional time to have such an expert certified. 

25 The independent review entity shall notify the commissioner by 

26 facsimile of its choice between these options within three 

27 business days of receipt of the notice from the carrier or 
28 organized delivery system. The commissioner shall provide a 

29 notice to the enrollee and carrier or organized delivery 

30 system of the independent review entity's decision and of the 

31 commissioner's decision as to how to proceed with the external 

32 review process within three business days of receipt of the 

33 independent review entity's decision. 

34 3. The enrollee, or the enrollee's treating health care 

35 provider acting on behalf of the enrollee, may object to the 
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1 independent review entity selected by the carrier or organized 
2 delivery system or to the person selected as the reviewer by 

3 the independent review entity by notifying the commissioner 
4 and carrier or organized delivery system within ten days of 

5 the mailing of the notice by the independent review entity. 

6 The commissioner shall have two business days from receipt of 

7 the objection to consider the reasons set forth in support of 

8 the objection to approve or deny the objection, to select an 
9 independent review entity if necessary, and to provide notice 

10 of the commissioner's decision to the enrollee, the enrollee's 
11 treating health care provider, and the carrier or organized 

12 delivery system. 
13 4. The carrier or organized delivery system, within 

14 fifteen days of the mailing of the notice by the independent 

15 review entity, or within three business days of a receipt of 

16 notice by the commissioner following an objection by the 
17 enrollee, whichever is later, shall do all of the following: 

18 a. Provide to the independent review entity any 
19 information submitted to the carrier or organized delivery 

20 system by the enrollee or the enrollee's treating health care 

21 provider in support of the request for coverage of a service 

22 or treatment under the carrier's or organized delivery 

23 system's appeal procedures. 

24 b. Provide to the independent review entity any other 
25 relevant documents used by the carrier or organized delivery 

26 system in determining whether the proposed service or 
27 treatment should have been provided. 

28 c. Provide to the commissioner a confirmation that the 

29 information required in paragraphs "a'' and "b" has been 

30 provided to the independent review entity, including the date 

31 the information was provided. 

32 5. The enrollee, or the enrollee's treating health care 

33 provider, may provide to the independent review entity any 
34 information submitted under any internal appeal mechanisms 

35 provided under the carrier's or organized delivery system's 
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1 evidence of coverage, and other newly discovered relevant 
2 information. The enrollee shall have ten business days from 

3 the mailing date of the notification of the person selected as 
4 the reviewer by the independent review entity to provide this 

5 information. The independent review entity may reasonably 

6 decide whether to consider any information provided by the 

7 enrollee or the enrollee's treating health care provider after 

8 the ten-day period. 
9 6. The independent review entity shall notify the enrollee 

10 and the enrollee's treating health care provider of any 

11 additional medical information required to conduct the review 
12 within five business days of receipt of the documentation 

13 required under subsection 4. The enrollee or the enrollee's 

14 treating health care provider shall provide the requested 

15 information to the independent review entity within five days 

16 after receipt of the notification requesting additional 
17 medical information. The independent review entity may 

18 reasonably decide whether to consider any information provided 
19 by the enrollee or the enrollee's treating health care 

20 provider after the five-day period. The independent review 

21 entity shall notify the commissioner and the carrier or 

22 organized delivery system of this request. 

23 7. The independent review entity shall submit its external 

24 review decision as soon as possible, but not later than thirty 

25 days from the date the independent review entity received the 
26 information required under subsection 4 from the carrier or 
27 organized delivery system. The independent review entity, for 

28 good cause, may request an extension of time from the 

29 commissioner. The independent review entity's external review 

30 decision shall be mailed to the enrollee or the treating 

31 health care provider acting on behalf of the enrollee, the 

32 carrier or organized delivery system, and the commissioner. 
33 8. The confidentiality of any medical records submitted 

34 shall be maintained pursuant to applicable state and federal 

35 laws. 
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l Sec. 28. NEW SECTION. 5l4J.l5 PENALTIES. 

2 A carrier who fails to comply with this chapter or with 

3 rules adopted pursuant to this chapter is subject to the 

4 penalties provided under chapter 5078. 

5 Sec. 29. Section 515.35, subsection 4, paragraph n, 

6 subparagraph (l), Code 2001, is amended to read as follows: 

7 (1) A company organized under this chapter may invest up 

8 to two five percent of its admitted assets in securities or 

9 property of any kind, without restrictions or limitations 

10 except those imposed on business corporations in general. 

11 Sec. 30. Section 515.51, Code 2001, is amended to read as 

12 follows: 

13 515.51 POLICIES -- EXECUTION -- REQUIREMENTS. 

14 All policies or contracts of insurance except surety bonds 

15 made or entered into by the company may be made either with or 

16 without the seal of the company, but shall be subscribed by 

17 the president, or such other officer as may be designated by 

18 the directors for that purpose, and be attested to by the 

19 secretary or the secretary's designee of the company. A group 

20 motor vehicle or group homeowners policy shall not be written 

21 or delivered within this state unless such policy is an 

22 individual policy or contract form. 

23 Sec. 31. Section 5158.1, subsection 2, Code 2001, is 

24 amended to read as follows: 

25 2. Mortgage guaranty, financial guaranty, residual value, 

26 or other forms of insurance offering protection against 

27 investment risks. 

28 Sec. 32. Section 5158.5, subsection 1, paragraph b, Code 

29 2001, is amended to read as follows: 

30 b. Be obligated to pay covered claims subject to a 

31 limitation as established by the rights, duties, and 

32 obligations under the policy of the insolvent insurer. 

33 However, the association is not obligated to pay a claimant an 

34 amount in excess of the obligation under the policy of the 

35 insolvent insurer, regardless of whether such claim is based 
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1 on contract or tort. 

2 Sec. 33. Section 515B.l6, Code 2001, is amended by 

3 striking the section and inserting in lieu thereof the 
4 following: 

5 515B.l6 ACTIONS AGAINST THE ASSOCIATION. 

6 Any action against the association shall be brought against 
7 the association in the association's own name. The Polk 

8 county district court shall have exclusive jurisdiction and 
9 venue of such actions. Service of the original notice in 

10 actions against the association may be made on any officer of 

11 the association or upon the commissioner of insurance on 

12 behalf of the association. The commissioner shall promptly 

13 transmit any notice so served upon the commissioner to the 
14 association. 

15 Sec. 34. NEW SECTION. 515F.4A REASONABLENESS OF BENEFITS 
16 IN RELATION TO PREMIUM CHARGED. 

17 Benefits provided by credit personal property insurance 

18 shall be reasonable in relation to the premium charged. This 

19 requirement is satisfied if the premium rate charged develops 

20 or may reasonably be expected to develop a loss ratio of not 

21 less than fifty percent or such lower loss ratio as designated 
22 by the commissioner to afford a reasonable allowance for 
23 actual and expected loss experience including a reasonable 

24 catastrophe provision, general and administrative expenses, 

25 reasonable acquisition expenses, reasonable creditor 
26 compensation, investment income, premium taxes, licenses, 

27 fees, assessments, and reasonable insurer profit. 

28 Sec. 35. Section 518.23, subsection 4, Code 2001, is 

29 amended to read as follows: 
30 4. NOTICE. Service of notice under subsection 2 or 3 may 

31 be msde-in-pe~sen;-er-by-msiiin9-sueh-ne~iee-by-eer~ifiee-mai% 

32 eepesi~ed-in-the-pest-effiee-sne-direetee delivered in person 
33 or mailed to the insured at the insured's post office address 

34 as given in or upon the policy, or to such other address as 

35 the insured shall have given to the association in writing. A 
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1 post office department ~eee±pt-ef-ee~t±f±ed-e~-~eg±ste~ed-ma±r 

2 certificate of mailing shall be deemed proof of receipt of 

3 such not±ee mailing. If in either case the cash payments 

4 exceed the amount properly chargeable, the excess shall be 
5 refunded to the insured upon the surrender of the policy to 

6 the association at its home office. 

7 Sec. 36. Section 518A.29, subsection 4, Code 2001, is 

8 amended to read as follows: 

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

10 be made-±n-pe~senT-o~-by-ma±r±ng-s~eh-not±ee-by-ee~t±f±ed-ma±r 

11 depes±ted-±n-the-pest-eff±ee-and-d±~eeted delivered in person 

12 or mailed to the insured at the insured's post office address 
13 as given in or upon the policy, or to such other address as 

14 the insured shall have given to the association in writing. A 
15 post office department ~eee±pt-of-eert±f±ed-or-~eg±ste~ed-ma±r 

16 certificate of mailing shall be deemed proof of receipt of 

17 such net±ee mailing. If in either case the cash payments 

18 exceed the amount properly chargeable, the excess shall be 

19 refunded upon the surrender of the policy to the association 
20 at its home office. 

21 Sec. 37. Section 515.122, Code 2001, is repealed. 
22 Sec. 38. 
23 5138.18, and 

24 Sec. 39. 
25 through 22, 

26 2002. 
27 

28 
29 

30 

31 

32 

33 

34 

35 

Sections 432.12, 5138.14, 5138.16, 5138.17A, 
5138.31 through 5138.43, Code 2001, are repealed. 

EFFECTIVE DATE. Sections 4, 7 through 11, 13 

34, and 38 of this Act take effect January 1, 
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AN ACT 
Rf.LATING TO INSURANCE, BY ADDAESSINC THE OPrRATtOH ANO 

A£CULATION Of INSURANCE COMPANIES, MUTUAL INSURANCE 

ASSOCIATIONS, TH£ IOWA INSURANCE GUARANTY ASSOCIATION, AND 

OTHER INSURANCE OR RIS«-ASSUMING ~ITI!S, INCLUDING THE 

RIGHTS ANO DUTIES or SUCH ENTITIES AND TME POMER5 AHD 
AVTHORITY OF THE lNSURAHC£ COMMISSIONER; IY lSTAaLISYINC 

JURISDICTION ANO VtNUE REQUtREK!HTS ro. ACTION& ACAINST TRE 

IOWA INSURANCE GUARANTY ASSOCIATIONI AND PROVIDING PEMALTI£9, 
REPEALS, AND ErrECTIYE OATES. 

BE IT ENACTED BY THE GENeRAL ASSEKBL1 OF THE STAT! OF IOWA: 

Sect1on 1. 5ection 17.11, ~nnuaberrd peraqraph 1, Code 
1001, ls a~rnded to read aa tollowa: 

When an raploy•r ca-tnq ~nd•r thla ch•ptrr furnlahea 

••t1af•ctory proofs to th• 1na~ranc• co.alaaloner of auch 
••ploy•r·a aolv•ncy and financial ability to pay the 
coap•n••tion and b•n•tlta aa by law provided and to .. -e such 
pay••nta to thr parti•• wh•n •ntttled thereto, or when auch 
eMploy•r d•poalta w1th th• 1naurance co.aleetoner ereurlty 

satlafactory to tnr ins~ranc• c~11aioner and th• work•ra' 
c~~naat1on c~1aaioner aa quar•nty for th• pA~•nt ot such 
co~prnaat1on, such employ•r ahall b• r•li•v•d of the 

provla1ona of thla chapt•r requirln9 insurance; b~t such 

••ploy•r snail, froa t1ee to tl~, furntah •~en add1t1on•l 
proof of aolv•ncy and f1n•nc1al ability to pAY a1 ~ay be 

r•qu1r•d by auch 1naur•nc• cona111loner or workera' 
ca.pena•t1on C0..1••1oner. A polltlcal aubdlvis1on. including 
• city, county. co .. unlty coll!Qe. or achool corporation, that 
ia ••lf·1naur•d for worK•ra' coapenaat1on 11 not reg~tred to 
aub•lt • plan or progra• to th~ insurance ca-.taaloner tor 
r~v1•w •nd approval. 
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s~c. 2. s~ct1on ~OS.ll, Cod~ 1001, 1a a11~nd•d to read a~ 

foLowa: 
~0~.11 REFUNDS. 

Wh•n•ver tt appears to th~ satlatactlon of thf' coftDlSSloner 

of 1"1uranc• that becaule of error, •1atakf', or erronPous 
lnt~rpr~t•t1on of atatut• tnat a tor•1qn or do~••t1c 1nsur•nc~ 

~orporatlon haa pa1d to th• atate at tow• taxes, ftnes, 

pen•lt1~a. or l1c•n•• f••• 1n •xcraa of the •lftOunt l•q•lly 
~harQ•abl• aqa1nat It, th• co,.•uasloner of tnsurance shall 

nav• po•er to r~tund to such corporation any auch ••c•as by 
•pplyinq the .. aunt tft~reef of th• ••c••• p•ya•nt tow•rd thP 

p•y•ent of taxea, f1nes, penalt1••• or l1c•n•• f~•• •lr••dy 
4ue or vh1ch .. y h~~•ett•~ brca.• du~. until such excess 
payMents nave been fully r~tund•d. Yn•-eo-.itsieR•~-ahali 

e~rttfy·te·tft•-d•per~••ftt-ef-r•••no•·•ftd·ftnane•·th•-a•oont-ef 

aRy-aaeh-er~dtt-to--~-appii .. -to-fatare-taw~s-doe-and-nottfy 
the-iftaarane•·~ .. pany-affeeted-of·t~e-a~oont-th•r•ot, 

Sec. l. Stoctlon !>07.10, substoctlon 1, Code 2001. 11 

•••nded to read aa followa: 
2. FILING OF EXAMINATION REPORT. No later than a1xty days 

tollowlnQ coaplatlon of tne exaa1nat1on, the ••••1n•r 1n 
ch•rq• ahall f1l• w1tn tha d1v1S10n a v•r1f1•d wr1tt•n report 
of ••••1nat1on onder·eath. Upon r•c•tpt of th• v•r1f1ed 

r~port and after ad~1n11trat1ve revl•w, th• diVISIOn shall 

trana~tt th~ r•port to the ca-pany •~•~lned, tOQPth~r with a 
nottca which shall afford the ca.~ny rxaNlned a reaaonabl~ 

opportunity of not aore than thirty daya to •a~• a wr1tt•n 

aubeieelon or rebuttal wtth r~aprct to any ~tters contained 

in the exa~inat1on r•port. 
Spc. 4. Sectton ~07A.4, auba•ct1on 7, Code 2001, u 

•~•nd•d by strlkinq the aubs~ct1on. 
S•c. S. Sectton !>078.4, subaactlon 9, paraqraph f, Cod• 

2001, 

(. 

ts aaended to read as follows: 
Not atteMptlnq in qood faith to ~tt~ctu•t• pro~pt, 

fa1r~ and equltab1~ aettle~enta or cla1aa ln whiCh llab1l1ty 

S.F.500 



Srnat~ File ~oo. p. 3 

haa beconr reasonably clrar. or fatl1nq to tncl~d• ant•r•at on 
th• pay~ent of clat~a whrn requ1red under aectlon ~11.18 2L 

s~bsectton 108. 
Sec. 6. Section S078.4, auba•ct 10n 9, Code 2001. .~.a 

a••nd•d by addlnq the Collow1nq new paraqraph: 

NEW PARAGRAPH. o. ra111nq to co~ply wttn the proc.-durea 

for auditinq cla1~a aubaltt•d by h•alth car• prov1dera aa aet 
forth by rul• of the co~laaloner. However, th1a ~raqraph 

ahall have no applicability to l~ab11ity lnaurance, worker&' 

ca-penaation or at•llar lnaurance, auta.ob1l• or h~nera' 

••dlcal p4y .. nt 1naurance, diaablllty lnca.e, or lonq-t•r• 

car~ ina..arance. 
Sec. 7. sact1on ~078.4, Code 2001, ia .. ended by add1nq 

th• follow1nq nev subsectlonr 
N~ suesr:C'T'ION. lOB. PAYMENT or IHT£Jt.E£T. rat lure of an 

tnaurer to pay 1ntereat at the rate or ten pPtcent per annu• 
on all health tnaurance clat•a that th• tnaur•r fa1la to 
ta.-e-ly accept and pay purauant to aection ~071.tA. aubaection 
1, paraqraph '"e'", lntereat shall accrue co-•nclnq on the 

tn1rty·f1rat day after receipt or all properly co~l•t~ proof 

of loss for~•· 
For purpoaea of thla aubsectlon, '"lnaur•r'" ••ana an •nt1ty 

prov1d1nq a plan of health inaurance, health care benettta, or 

n•alth care aervlc~a. or an enttty aubject to the Jurladlction 
of th• c~&a&loner perforaln9 utlli•atlon revlev, 1nclud1nq 
an lnaurance coapany offerlnq alcxneaa and accld•nt plana, a 
health _.intenance orCjlanlaatlon, an orCjlanlaad d•l1very ayat•• 

authorlted und•r 1993 Iowa Acta, chapter lSI, and llcenaed by 

the departa•nt of publ1c health, a nonprofit health aervice 
corporation. a plan eatabllshed purauant to chapter \09A for 

public •~ployees, or any ot~er ent1ty providlnq a plan of 

health 1naurance, health care benetlta, or health car• 

aervlcea. How•ver, •inaurer• da.a not include an entity th•t 

aella dl5ablltty 1nco•~ or lonq-t•r• car• lnauranc•. 

s~natP f1 I• ~oo, p. • 

Src. 8. N£W SECTION. ~07B.tA DUTY TO R(SPOND TO 

lHQUlRl!:S AND PROMPT PAYMENT OP CLAIM, 

1. A p~rson &hall proaptly respond to inquttiea fro~ thr 

CO .. I&SIOn•r. 

a, A peraon'a acttons ar• d••••d unt1••ly und•r thts 
•~baection lf the peraon fatla to r•spond to an inquiry froa 

t~e coa.l&&lon•r v1th1n thirty daya of the r•ceapt or th• 

inquiry, unleaa 90od caua• •xlata for d•lay. 
b. rat lure to reapond to tnqulrlea froa the c~1sa1on~r 

pursuant to thia auba•ction with auch frequ•ncy aa to tnd1cat• 

• qeneral bualn••• practac• ahall aub]ect tn• peraon to 
penalty under thla chapter. 

2. a. An 1naurer provtdinq accident and aic~n••• 
tnauranc• under chapter \09, \lt. or ~ltA: a health 
~alntenance orqanlaatlons an orq•nlaed d•llvery sy•te• 
author1z•d und•r lt9J Iowa Acta. cnapt•r 1~8. and ltcena•d by 
the d•part~ent or publ1c health: or another •nttty prov1d&nQ 
healtn 1nauranc• or health benefita aub)ect to atat• inaurance 
r•qulataon ahall either accept and pay or d~ny a cl•an cla1~. 

b, ror purpoaea of th1a auba•ctton, ·cl•an cla1•~ ~•ana a 

properly ca.pleted paper or electronic b1lltnq tnstru~ent 

contatninq all reaaonably neceaaary znfor .. tlon, that do•• not 

involve coord1natton of benefits for third-party lzab1ltty, 

preeaiatinq cond1t10n lnveati;atlons. or aubroqatlon, and that 
do•• not involv• the extatance of particular Clrcu•5tancea 
requlrlnq apectal treat•ent that prevent& a pr~pt pay~•nt 

fro• be1nq ~d•. 
c. The co~1saloner ahall adopt rul•• eatabl1&h1nQ 

proc•aaea for ti~ly adjudication and paya•nt of cl•lma by 
lnaurera tor health car• benefzta. Thr rulea ah•ll be 

conalatent ~ith the ti•e fra~•• and other procedural standards 

Cor cl•t .. d•cta1ona by qroup h•altn plana eatabltanrd by th• 
United States depart•ent of labor pura~ant to 29 c.r.R. pt. 

2\60 1n effect at the tl~• of pasaaqe of t~1s Act. 
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d. P•y~ent of a cl•an cla1• shall 'ncl~d~ interest at the 

rat• of t•n prrc•nt pPr annua when an insurer or ot~er entity 

as def1n•d to t~ls subsection tnat ada1n1st•rs or processes 
clat~s on beh•lf of thP 1nsurer or other entity fails to 
t1mely p•y a cl•1a. 

e. Th1s sub~ection shall not apply to liability tnaurance, 
workers' co~penaatton or ,,.,lar inaurance, autONOb,le or 

homeowners' ~edical pay~nt tnaurance, dis•b1llty 1nca-e, ot 
lonq-tPrN care IRSutance. 

Sec. 9. Section ~078.6, subsection 1, Code 2001, 11 
•~ended to read as follows: 

1. Nhenev•r the co~tiSiORPr ahalt-ha•e-reeaon-~o-beite•e 

bel1•v•s that any aaeh p•rson has b~en enqaqed or is enqaq1n9 
in thlt state tn any unfair aetnod ot co~pet1t1on or any 
unfair or deceptive act or pract1CP whathpr or not defined 1n 
section ~071.4, ~078.4A, or ~071.~ and that a proc•Pd1nq by 

the CONniaaioner 1n respect thar•to to auch ••thad of 
co~pet1t10n or unfa1r or dPcPptiVP •ct or practiSP would be te 
thP-tftter•st-of ~the publiC lnt•r•at, thP c~laaion•r shall 
lsau• and s•rve upon such p•raon a atat••ent of the charq•a 1n 

that resp•ct and a not1c• of a h••rinq theraoft on such charge• 
to be held at a tl•e and place flx.O In t~e notice, which 

shall not be I••• than t•n d•y• after the date of the service 
tft•~•of of such nottce. 

S•c. 10. S•ction ~078.7, auba•ction 1. Cod• 2001, 11 
••ended to read as follows: 

1. If, aftPr auch hear1nq, thP ca..1aatoner ahalt 
dPtPrMtn• d•t•r•tnaa that th• p•raon charq•d haa •nqaqed 1n an 

unfa1r ••thod of coapet1t1on or an unfair or deceptive act or 
pr•ctiCP, thP co~lastoner anal1 reduce the flndtnqa to 
wr 1t1nq •nd shall ltsue •nd cause to bl served upon the peraon 
charqed with the violation a copy of auch f1nd1nqa, an ord•r 

requ1r1nq such person to c•••• •nd desist fra- enqaqlnq tn 
such ~•thod of co~prtitlon, act or practice and tf th• act or 

prACtlC. II a VIOlatiOn of SPCt10n ~078.4, ~078.4A, 01 ~071.~, 
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thr ~a-aisatoner ~•Y at the co~las1on•r 1 d1scret1on ord~r 
any one or ~ore o! the followinq: 

a. Pay.ent of a c1v1l penalty of ~ot ~re than on• 

t~ouaaod dollars tor each act or violat1on, but not to e•c••d 
an aq9re9ate or ten tno~sand dollara, unl••• th• p•raon knew 
or re•aonably should nave known the person waa 1n vtolatlon of 

atct1on ~071.4, ~078.4A, or ~078.~. '" wh1ch caae the p~nalty 

ah•11 be not ~r• than rtvt thousand doll•rs for tacn •ct or 
V10l•t1on, but not to exceed an aqqceqate penalty ot f1fty 
thousand dollara In any one slx-aonth per1od. •he 

eo~taato~er-eheiiy-tf !l tn• c~t1s1oner f1nda the 
•tetlttona that a vtolatton of sectton ~078.4, ~07B,4A, or 

507B.S were vas d1rected, encoura9ed, condon~d. tqnorPd, or 
ratified by the eMployer or tn• peraon or by an 1nsurer, th~ 

con.1s1ion•r shall alae aaa•s• a f1n~ to the •~player or 
l~aurer. 

b. Suspeftllon or revocat1on of the l1cense of a person as 
d•rtn•d 1ft atct1on S078.2, •~baectlon 1, It the person knew or 
r•asonably anould have known the person vaa tn vlolat10n or 
••ct1on ~078.4, ~078.4A, or aeetton 5071.~. 

c. Pax .. nt of Interest •t th• rate of ten percent ptr 

an~u• If the co .. lasloner flnda that tn• tnaur•r f•1led to pay 

lnt•rest aa r!quired under IPCtlon ~078.4, subsection 108. 

Sec. 11. &ectlon S07B.l2, unnu•b•red P4r•qr•ph I, Code 

2001, '' •~ended to r•ad as follows: 
The co.nias1oner .. y, after not1ce and he•r1nq, pro~ulqate 

r•aaonabl• rul•s, as are n•ceaaary or proper to identtfy 
ap•ct!lC aethods of coapet1t1on or •eta or practices whJCh are 
proh1b1ted by s•ction ~078,4, ~07J.4A, or ~01B.S, but the 

rules sh•ll not enlar9• upon or txtend the prov151ons of such 
aecttona, Such rul•a ah•ll be sublect to rtYif!W 1n accordanc• 
with chapter 17A. 

S•c. 12. Sect1on Sll.4, Code 2001, IS a~ended to read as 
to.lova: 

Sl1,4 ADVERTISEMENTS •• WHO DEf~£0 AGENT. 

S.F.500 
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ThP provtstons o{ sectaons ~·~·''' ~~~.121 to ~~~.126 shall 
apply to 1afP ansurance co~pan1es and •saoctataons. 

sec. 11. SPCtion ~111.2, aubaect1ons 1 and 20, Code 2001, 

are aNended to t••d aa follows: 
). ·aasic ~ealth benefat plan• ••ana a plan whte~~*• 

effefe4 est•blithed by thP board of the small •-eloy•r health 

re1naurance progra~ pursuant to s•ction ~~~a.t+ SllB.ll, 

subsection I, paraqr•ph ·a~. 

20. •standard ~ealth b•n•fit plan• •eans a plan w~tch-ta 

off•r•d ••tablta~•d by thP bo•rd of the ... 11 e•ployer health 
r•insurance proqraa pursu•nt to aectaon ~lJI•t+ Sl)l.ll, 
aubaPctlon a. paragraph .,., 

Sec. If. Section ~138.4, subsect1on 1, ~raqraphs d and e, 

Cod• 2001, are ••ended by strl•inq the paraQraphs. 

Sec. 1~. Section ~lll.f, subaect1on 2, Code 2001, is 

•~end•d by atrlklnQ the subsection. 
S•c. 16. Sectaon ~118.10, subaectton 1, paraqraph a, Cod• 

2001, Is aMended to rpad •• fo1lovs: 
a. A carcaer or an orqan1ted delivery syste• that offer• 

hPalth tnaurance covpraq• in the aaa11 qroup .. rket ahall 
accept every s~ll e•ploy•r that applies !or health 1naurancP 

coveraq• and shall accept for enroll•ent under such coveraqe 

every el1qtbl• tndtvidual who applies for enrollaent dur1n9 
th• pertod in vhtch the individual first becoees eltqible to 

enroll und•r the ter•• of the health insurance coveraqe and 
shall not plac• any reatr1ction which 1a inconaiatent with 

eliQibillty rules eatabltahed under thia chapter. A-eeffief 
er-of,eni•ed-4eltYery-ayate•-aheli-effer-healt~-tRaareneP 

re••rete-which-eonatttat••-a-heate·h•eith-beneftt-p\aft-an• 
whteh-een•tttates·a-standard-haelth-b~n~fit·plan. 

S•c. 17. 6ect1on ~131.10, auba•ctton 3, Code 2001, ls 

a~e~d•d by strikinq the subsection. 
Sec. 11. S•ction ~lJB.ll, subsectaon 3, paraqraph c, Code 

2001, ia .aended by strlktnq thP paraqraph. 
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Sec. 19. SPction ~lJB.I), sobiPCtion t, paraqrAph d, Cod• 
2001, ts •~ended to r~ad as follow11 

d. 9ebeeq•~nt-•e•bera MPnhPrl •~all be appoint•d for terMs 
of thr•• v•ara. A board ••~bar's ter~ shall contl~ue untzl 
the member's succeaaor aa appointed. 

S•c. 20. Section ~13B.l3, subsections 4 and~. Code 2001. 

•r~ •~e~d•d to rPad as follows: 
4. Th• board.-withtn-oft•-heft4fe4-~tth•y-dey~·•ft•r-thP 

tntt*•l-appoint••nta,-ahe\\ !!l aubalt a plan of op•rat1on to 
the ca..1aaloner. The co~iasioner, after ~otic• and n•arinq, 
~y approve the ! plan of operation it the c~i11ioner 
deter•tnes that the plan aa suitablP to assur• the fair, 

reasonabl•• and equitable ad•lnzstr•t1on of the proqt ... and 

provad•• for the sharinq of proqra~ qalns and losaes on an 

equitable and proportion•t• b••z' tn accordanc• With th• 
provislona ot tnls section. 9he ~ pl•n of operation z• 
•tf•ctive upon written approval ot the c~isszon•r· Afte~ 

the-tntttel-plan-of-epefatton-t•-••••ttt•d-and-appro•ed-by-th• 
e..-9aaten•r,-thP 

S. ThP board aay aubeit to th~ c~ias1onar any •~end~Pnts 

to t~e plan nec•saary or suitable to assure the tatr. 

r~aaon•ble, •nd equztable •d•tnistratlOn of the proqra~. Th• 

a••nO..nt• shall be effectlva upon the wrltt•n approv•l of the 
c~lsalon•r. 

~~--tt-thP-beard-fatla-to·aeb•tt-a-plan-ef-opefetton-wtthtn 

ene-h•ndre4-ett~ty-deya-attpr-thp-boerd~a-eppotnt••ntr-the 

r~t•a~n•~•-•fte~-nottee-•n•-hear9n9r-ahaii-patabi9eh-end 

••e~-a-t••pofery-p4an-ef-epefat*ent~·fhP·eo~*''*o"er-,hai\ 

••end-er-~eaetnd-a-plen-edepted-pwraaent-te-th*'-••~'•ett•n·at 

the-t*••·•·pian-te-eab•+ttad-by-the-boefd-and-appro••d-bT-th• 
co .. taatenpr, 

Sac. 21. Section ~138.13, aubaection 8, paraqraph a, Code 

2001, is a~ended to re•d as follows: 
a. Wtth·feapect-to-a-ba•tc-~eait~-&rneftt-plan·er-a 

atanda~d-heaith-&Pn•fit-pienr-the-protr••-ahali-retn,wfa-th• 
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+e•ei#ef-ee•e¥•••-p~o•t4e4·a~4y·w+~h-respeet-to-other-piaftay 

the Tnt' proqra~ ahall reinsure up to the level or coveraqe 

provided in ~ a baaic health benefit plan or atandard 
hf'altn ~nf'flt plan f'ltabllehl'd by thl' board. 

S•c. 22. S.cuon ~lll.lJ, aubsl'ctlon ll, Code 1001. is 

a~nded by atrlkinq the subsection. 
Sl'c. 21. Sl'ctlon ~14£.1, aubsl'ction 1~. paraqraph a, Code 

1001. 11 a11rndrd to rrad as tollowa: 
•· ·Health 1naoranc• cov•raq•· ,.•ana hf'alth 1naurance 

coveraq• oft•r•d to lndlvldualsy·-•t·••e•-~ot·i~el•de-ahort­
tf'~•-lt•tt•d-dwratton·tns•~•~••· 

Sf'c, H. NEW StCTJON, ~14J,J" NOTICE. 

wnen a clal~ 11 dented in vnole or tn ~rt based on ~ed1cal 
nl'cessity, thl' carrier or orqaniaed del1very syatea shall 

prov1d1' • notice 1n vr1t1nq to the l'nrolll'l' ot thl' Internal 
appeal •rcnan11• prov1ded under thf' carrier or orqantaf'd 
dellvf'ry syst .. ·a plan or policy. 

At the t1•e or a cov•raqe declalon, the carrier or 
orqantard drltvery ayate• shall notify the enrollee ln wrttinq 
of thr r1qht to have the coveraqe dectalon reviewed under thl' 
f'Xtl'rnal rf'Yiev proceaa. 

SI'C, 2~. Section ~14J,4, IUbleCtlon 1, Codl' 2001, is 

a~•nd•d by atr1t1nq the aubaection. 
sec. 16. Section IS14J.S, Cod• 1001. is ••ended to read aa 

tollowa: 

~14J,'l CtRTtrJCATION or REQUEST tLIC181LITY, 

1. Thr co~lealoner shall hiVI' t~ buatneaa daya frOft 

rrcf'lpt or a r•qu•at for an ••t•rnal r•vt•w to Cl'rttfy the 

r•que&t. Thl' co~lSSIOftl'r shall certify the requ•st if all of 
thl' follow1nq crltl'rla ar• satisfied: 

a. The •nroll•• vas covered by the carrier or orqanlted 

drl1very ayat•~ at the tiMI' th• aervtce or tr•atMent vas 
propoa•d or rf'Cf'IYf'd, 

b. The enrolle• h11 b••n d•nlf'd cove1aQ• baaed on • 

d•trr~inatton by the carrier or orqanized delivery syate~ that 
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the propoard or r•cetv•d service or tr••t~ent does not mef't 
the deftnltlon of ••dlcal neceaatty as def1nl'd in thl' 

•~retlee£•-••+deftee·of-eo•era,e carrll'r'a or or9an1zl'd 
d•l•verx ayatra·a plan or poltcx. 

c. The l'nrolll'e, or thl' •nrolll'l''a tr•at1nq hf'altn car• 

provider acttnq on behalf of thr •nrol!ee, nas •~haustl'd all 

Internal appl'al ••chanisma providl'd undl'r th~ carrier'a or thr 

or9an1ard df'llvery ayate~·s eo~~~aet plan or polacy. 
~. The written requ~at for •~tl'rnal r•vlew was ftled 

w1th1n 11•ty days of r•ce1pt of the cov•raqe d1'C11ton. 
2. The co~tsston•r anal! notify thl' rnrotlre, or the 

•nrollee'a treatlnq health care provider acttnq on b•half or 
the •nroll••• and thf' carr1•r or orqan1zf'd dl'llYf'ry ayst•• 10 

wrltlnq ot th• •••te9en certitlc•tion. 
), The carrll't or orqania•d delivery ayate~ hiS thre• 

bu•1neaa daya to contest ~he·e•+t+~il+ty-of-t~•-r•q•ett-fer 
••~•rnal-re•tew-wi~h-~he-eo..taetoner the c~IISIOnrr'e 
Cf'rt 1f1Cit1on di'Clllon. If the ca.Rieelon•r f1nda that the 
r~~••t for e•ternal revlev Ia not eliq1bll' for foll-re•t•w 
c•rtlflc•tlon, thl' c~lllloner, w1thin two bu11n••• days, 
ah•ll nottfy the enrollee, or the enroll••·• tr•at1nq h•alth 
carr prov1d•r acttnq on behalf of th• enroll••· 1n wrltlnq of 

the rl'aaona that th• requeat for ••t•rnal r•vt•w 11 not 
eliQlbl• tor toll-r••t•w Cl'rtlflcatlon. 

4. lf th• ca-m~aaion•r finda that thf' tf'QUf'lt tor ••t•rnal 

revll'w 11 eliaible tor CI'Ctlficatlon, notwithstandtnq the 

cont••t by the carri•r or organta•d d•ltv•ry ayat•~· th• 

conntaslonec shall notify th~ c1rraer or organtaed d~ltv•ry 

eyate• 1n writing of thl' r•asona tor uphold1ng th• 
certlflcatton. 

91'c. 27. St'ct1on ~14J.7, Cod• 2001, 11 a••nd•d by str1~1nq 

th• section and tna•1tin9 1n llf'u th•r•of thf' tollovinq: 
~14J,7 EXTERNAL R£VlEW. 

The e•ternal fi'Vli'W pcoc•ss lhlll nl'et thl' followtn~ 
cr ltPr 1a: 

S.F.500 
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I. The carrier or orqanl~ed delivery syate•, within three 
b~alneas days of a receipt or an eliQible request tor an 
rxtrrnal revirw !ro~ thr co .. iaaloner, or Within three 

business d•ys of rrceipt of tne ca.alsaioner'a drnial of the 
carrier's or orqanizrd drlivrry syate~·s cont•at of the 

crrttfication or the requeat undrr ••ction ~14J.~. aubaectlon 

), which•v•r 11 later, ahall do all of th• tollovin~: 
a. Select an ind•pend•nt r•view entity fr~ the lilt 

certified by the co.miaaioner. Th• independ•nt review ent1ty 

sh•ll be an •apert in the treataent of the •rd1cal condition 
under review. The independent review entity shall not br a 

aubaldlary of, or owned or controll•d by, thP carrier or 
orq•n~~•d delivery ayate•, or owned or controlled by a trade 
aaaoc1at1on of carriers or orqanlzed deltvery aysteaa of which 

the carrter or or~aniaed delivery ayste• lS a •.-ber. 
b. Notify the enrollee, and the enrollrr'a treatinQ health 

c•re prov1drr, of the na•e, addreaa, and telephone n~er of 

the inde~nd•nt revtew entity and of the enrollee'• and 

tteatinq health c•re provider'• riqht to au~it additional 

tnfor .. t1on. 
c. Notify the aelected Independent r•viev entity by 

facalMlle that the carrier or orqan11ed delivery syst .. haa 

choarn It to do the Independent revaew and provtde sufficient 

deacriptlv• 1nforaatton to identify the type of experts needed 

to conduct the review. 
d. Provide to the ca..iastoner by racstaile a copy of thr 

nottcea sent to the enroll•• and to the selected Independent 

review enttty. 
2. The independent rrvlrw entity, vlthln three bualneaa 

daya of receipt of the nottcr, ahall select a person to 
perfor• the external rev1ew •nd ahall prov1de notice to the 

enrollee of a brtef deacrlption of the person includlnq the 
reasons the person selectrd 1a an expert In the treat .. nt or 
the aedlcal condition und•r rev1ew. The Independent review 

entity doea not need to disclose the na•r of the person. A 
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copy ot th• nottce snail be sent by facaiNile to tne 
C~IISiOnet. lf tne Independent review entity does not h•v• 
a person who 1a an •apert in thP treat••nt of lhe ••d1cal 

condition under review •nd c•rtlft•d by the c~tasioner to 
conduct an independent review, the tndeprnd•nt r•v1•w •nt1ty 
.. y either decl1ne the review requeat or ••Y rrqu•at fro• th• 

c~tasion•r additional tl•e to have auch an •xpert cert1f1•d. 

The 1ndepend•nt r•v1•w ent1ty shall notify the c~ltaioner by 
facaa•lle ot its choice between thea• options ~1th1n three 

buatneas d•ya of recetpt of the notice fro• the carrirr or 

orqanlzed delivery ayste•. The cDftfttasioner shall provide a 
not1c• to the •nrollee and c•rr1rr or orqan1zed d•llvery 

ayate• of th• Independent review entity· a drciston •nd of thr 
c~ISSlon•r'a d•cislon aa to now to proc•ed with the e~tern•l 
review process w1th1n three b~sineas daya of receipt of the 

lnde~ndrnt r•view •nt1ty·s declaton. 
), The enroll••• or tne enrollee'• tr•atlnQ health c•re 

provider actin9 on ~n•lr of the enroll••• ~Y object to the 
1ndrprndent rev1•w entity aelected by thr carrt•r or orq•n1zed 

delivery ayatea or to the person ael•cted aa th• reviewer by 

th• indPpendent review entity by notifytnq th• co .. lsaton•r 

and carrier or orqan1zed deliv•ry ayat•• wlthln ten days of 
the .. 1l1nq of the notice by the tndependent r•v1ew •nt1ty. 

The co .. tsaloner ahall h•ve two buain•s• days fro~ receipt or 

the objection to conaider the r•••ona aet forth '" support of 
tne object ton to approve or d•ny th• ob1•ctlon, to select an 
independent review •ntlty tf necesa•ry, and to prov1d• notice 
of the co~tasioner'' d•cts1on to the •nrollee, the enrollee'a 
tr•attn~ health care prov1d•r• •nd the carr1et or orQanized 

drltvery ayst ... 
f. Th• carrter or orqantzed delivery ayat•~· w1th1n 

titteen daya ot tne .. 111nq of the notice by the Independent 

review entity, or wtthtn thr•• b~a1neas days of a receipt of 
not1ce by the c~tastoner follow1nq an objectiOn by the 
enrollee, wh1cnever Ia l•ter, sh•ll do all of the followinq; 
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•· Provtdp to thf' 1ndept"ndent r•v'""' •May any 
1ntor•atton S~bettt•d to the carri•r or orQanta•d d•llvery 
ayate~ by the enrollee or the •nrollef''l tr•at1nq hf'alth car• 

provider 1n •~pport ot the r~ueat tor cover•q• of a aervice 
or tre•t~f'nt under the carr1er'a or orqan1a•d delivery 
ayatem'a appeal procedurea. 

b. Provide to the 1ndept'nd•nt r•vipv entity any oth•r 

rel•vant docu•enta uaed by the carrier or orqaniaed dellv•ry 

ay•t•• '" det•r•tn1nq vhPther the propoa•d ••rvlca or 
tr•at~ant ahould have been provided. 

c. Prov1d• to the C01'1111aaioner a contirut1on that tl''le 

inforut 10n req~.ured in paraqraphl •a·• and "b• hal b•en 

prov1de-d to the tnd•p•ndent r•vlew •nt1ty, lnclwdinq thf' d•t• 
the lnfor .. tlon w•a provtd•d. 

!>. Th• •nrollee, or the •nrollee'a tr•at1nq health car• 
prov1d•r. e•y provide to thf' independent reviPV pnttty any 

1nfor~t1on subaitted ~nd•r any lnt•rnal appeal ••chan1••• 
provided under th• carr1er'1 or orqanlaed delivery ayate•'a 
PVidenc• of cov•raq•, and otn•r newly diacovered r•levant 

tnfor~tton. The enrollee ahall nave ten buaineaa daya fro• 
the •a111nQ date of the not1t1catton of the peraon aelected •• 

th• r•viPwPr by th• 1nd•pendent r•vt•w •nt1ty to provid• thll 
infor~ation. Th• 1nd•pendent r•vtpw entity ~y r•aaonably 

d•cide wneth•r to consider any lnfor .. tion prov1d•d by the 
enrollee or the pnrolle•·a tre•tlnq health c•r• provider after 
the t•n·d•Y period. 

6. The 1nd•pandent rev1ew ent1ty anall not1fy the enroll•• 

•nd the enrollee·a tr••t1nq health carp provider of any 
additional Medical 1nfor•atlon r~~lred to conduct the revlPW 
within ftv• bu11n•ae d•y• of rec•lpt of the docu•entat1on 
requtr•d under aubaect1on 4. The •nrollee or th• enrollee'a 

treattnq h••lth care prov1der shall provld• the req~eated 

1nfor .. t1on to the 1nd•pendent rev1ev •ntlty within f1v• days 
aft•r receipt of the notification raqueatin9 additional 

••d1cal InforMation. The independ•nt rev1pv entitY .. Y 
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re•sonably dPcld• wh•ther to constdlr any 1nfor~•t1on provid•d 

by the •nroll•• or the enroll••·• tr•at1n9 he•lth c•r• 
provider aft•r the f1ve-day per1od. ThP ind•p•nd•nt rf'Yle~ 

ent1ty ah•ll notify the co .. taatoner a~d thP carr1er or 
orqan1w•d d•ltvery ayate~ of th1• req~est. 

1. The 1nd•~ndent r•v,•w enttly Shall s~b~1t ItS ••t•rnal 
rev1ev d•ctaion aa aoon aa poss1ble, but not l•ter than tn1rty 

d•ys fra- the date th• tnd•p•nd•nt revipw •ntity r•c•1ved the 
1ntor .. tlon required under aubsectton 4 fro~ th• carr1er or 

or9ant1•d delivery ayat ... Th• lndepend•nt review enttty. for 

;ood ca~se. m.y r~~eat an extenston of ti•• fro~ the 
con.laa1oner, The independent r•vlf'w enttty's eatrrnal rPViev 

dectston ahall be ~•1led to thf' enroll•• or tn• tre•ttnQ 
health care prov1d•r actinq on b•half of th• •nroll••· th• 
carr1•r or orqaniaed dPllvery ayst•m, and thP c~.tsston•r. 

s. Th• confidentiality of any ••dic•l records aub~ltt•d 

•h•ll bP ~lntalned pur•~•nt to appllcabl• atate •nd fpderal 

laws. 
SPc. 21. N£W 9£CTlON. ~14J.l~ PENALTIES. 

A carr1er who !alii tO coeply v1tn thls chapt•r or wtth 
rul•s adopt•d pursuant to th1a chapt•r 1a sub]•ct to the 

~naltlea provided ond•r ch•pt•r ~078. 

Sec. 29. S•ctJon Sl~.l~, aubaect10n 4, p•raqraph n. 
awbparaqrapn (1), Code 2001, Is a~•nded to read as followa; 

(I) A c~pany orq•nlzad ~nder this chapter ~Y tnv•at up 

to ~we L!Y! p•rcent of 1t1 ad~ittPd ••••t• 10 securitiPS or 
property of any kind, withOut restrictions or l1~itat10ns 

•xc•pt tho•• taposed on bus1n••• corporations in q•neral. 
Sec. lO. 5ectaon ~~~.~1. Code 2001, Is a~rnd•d to r••d •• 

follOWII 
~lS.Sl POLICIES ·· EXECUTION-- R£0UIREMENTS, 

All poltci•• or contcacta of 1n1ur•nc• e•cept surety bon~! 
~de or entered Into by the co~ny .. y be ~de etth•r w1th or 
w1thout th• •••1 of the conpany. out ah•ll be •ubacr1bed by 
the pr•a1dent. or such oth•r offic•r aa .. y be d•slqnat•d by 

S.F.500 
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th• darectora (or th•t purpoae, and b~ attPst•d to by th• 

secretary or th• secretary·• d•aaqn•e ot th• ca-~ny. A 9roup 

~otor v•hacl• or qroup ho••own•rs policy shall not be wrltt•n 

or d•llvered wlthan this stat• unless such polacy 11 an 

indivadu•l policy or contract roca. 
Sec. 31. Section SBB.l, subsection 2, Code 2001, 11 

a~ended to re•d al tollows: 
2. Kortqaq• quaranty, flnancaal quaranty, r•sidual value, 

or other for~s of insurance otferinq protection aqaanat 

anvest .. nt rlaka. 
Sec. J2. Sect1on Sl~B.S, aubSPCt10n 1, paraqr•ph b, Code 

2001, 11 al!lended to read aa foll<>"ll 
b. B• oblaqated to pay covered cla1•s subject to a 

la~ltatlon •• ••tabliahed by th• riqhtl, dut1PI 1 and 
obliqat1ons und•r the policy of th• inaolvent insurer. 
Row•v•r, t~e aaaoctat10n 11 not obl1gated to pay a claa .. nt an 
a .. ount an e.xc•s• of th• obllgatlon under the policy of the 
ln1olvent inaur!r, r•gardl••• of wh•th•r such clal• la baaed 

on contract or tort. 
Sec. JJ. S•ctaon ~l~B.Ii, Cod• 2001, 11 aa•nd•d by 

ttrlkanq th• section and 1nsertinq ln laeu thereof the 

followlnq: 
SlSI.l6 ACTJONS AGAINST TRE ASSOCIATION. 
Any action aqainst the association shall be brouqht aqainat 

th• aasoclatlon 1n the aaaoclatlon·e own na... The Polk 

county d11trict court ahall have exclusive jurisdiction and 
venue of auch actions. Service or th• oriqinal notlc• in 

actions •qa1n1t the aaaoc1ataon .. y be .. d• on any otfic•r ot 
the associataon or upon th! c~aaaioner of anaurance on 

b•half of th• aasoctatlon, The co .. tsaioner shall proaptly 
trans~at any notlc• ao served upon th• c~lsslon•r to the 

AIIOClatlon. 
Sec. 34, NEW SECTION. SlSF.CA REASOHA8LENESS Of BENEFITS 

tN Jl£LATIOH TO PREMIUM CHAAG£0. 
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Benefits prov1d•d by credit ~raonal property 1naurance 

shall be reAaonabl• 1n r•lation to the pre~aun ch•rqpd. Thaa 

requlr•~•nt 11 aatllfled 1t the pre•iu~ rat• charqed develops 

or •ay r•aaonably be •x~cted to develop • loss r•t1o of not 

less than f1fty percent or such low•r 1o1s rat10 11 dPsaqnat•d 

by the Co.DlSSloner to afford a rea1onabl• allowanc• for 

1ctu1l and •xp•cted 1os1 experl•nc• ancludlnq a reason•ble 
cltastropne prOVISion, qen•ral and a~in1str•tive •xpenaea, 

r•aaonable acqu111tlon ••pensel, rea1on•ble crPdator 
coepenlation, 1nveat••nt 1ncoae, pre~1u• tax••· l1censea, 
f•ea, aasessaPnts. 1nd reasonable insur•r profat. 

Sec. 3~. Sect1on Sl8.21, 1ub1ect1on C, Cod• 2001, a• 

••ended to r•ad a1 follows: 
c. NOTICE. Servlc• of notlc• undpr aubs•ction 2 or 1 ~y 

b• •e4e-tn-peraony-or-Dy-~tltftt·•••h-notteP-by-eer~tfted-~tl 
d•peaited-tft·t~e-poat-offtee-an4-4trerted d•llv•r•d 1n p•rson 
or .. iled to th! insurpd at th• insured's poat off1c• addrea1 
a• q1ven tn or upon thP policy. or to such otnPr addr~•• as 
tha 1naur•d s~ll have qlven to the asaocaataon 1n wrlttnq. A 

post office depart .. nt reeatpt-of-eertifted-or-r•tts~ere•-~tl 
cert1facat• of .ailing shall be deened proof of r•c•lpt of 

such "otte• ~illng. If in either caa• thP cash ~ynent• 
exceed the a~unt prop•rly charqeable, the •xc••• anal! b• 

refunded to th• lnaured upon th• aurr•nd•r of the pol1cy to 

the aaacclatton •t ita ho•e office. 
s.c. 36. Section SliA.29, subaectlon 4, Cod• 1001, is 

a••nded to read aa follova: 
c. NOTICE. Service of notac• under aubs•ct1on 2 or J ~y 

be .. d•-tn-prraonr-or-by-.. tlint-aaeh-notiee-br-eerttfred-•erl 
d•poatted-tn-the-poat-offtee-an•-dtrPet•d dPlivPred 1n peliOn 

or ~•al•d to the inaured at the insuted"s post efface address 

as qlven in or upon the pol1cy, or to such othPr addr•a• aa 
the 1naured ah•ll have qlven to the assoclataon ln wrltlnq. A 
post offic• dPpart•ent r~eeipt-of-eer~tft•d-or-r•ttet•r•d-~tl 
c•rtiftcat• of aa1~ snail bP d••••d proof of rece1pt of 
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such ftet~ee mailing. 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. 37. Section 515.122, Code 2001, is repealed. 

Sec. 38. Sections 432.12, 5138.14, 5138.16, 513B.l7A, 

5138.18, and 5138.31 through 5138.43, Code 2001, are repealed. 

Sec. 39. EFFECTIVE DATE. Sections 4, 7 through 11, 13 
through 22, 34, and 38 of this Act take effect January 1, 
2002. 
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