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A BIll FOR 

1 An Act relating to the regulation of the state's insurance 

2 industry and the administration of the insurance division of 

3 the department of commerce. 

4 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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DIVISION I 1 

2 Section 101. Section 505.12, Code 1987, is amended to read 

3 as follows: 

4 505.12 LIFE INSURANCE -- ANNUAL REPORT. 

5 Before the first day of Att~tt~~ September the co~~.ssioner 

6 of insurance shall make an annual report to the governor of 

7 the general conduct and condition of the life insurance 

8 companies doing business in the state, and include therein an 

9 aggregate of the estimated value of all outstanding policies 

10 in each of the companies; and in connection therewith prepare 

11 a 5epa~ate abstract thereof as to each company, and of all the 

12 returns and statements made to the commissioner by them. 

13 Sec. 102. section 505.13, subsection 1, Code Suppleme~t 

14 1987, is amended to read as follows: 

15 1. The corr~'s5ioner shall annually cause the preparation 

16 and printing of a report to be delivered to the governor. The 

17 report shall contain information from the statements required 

18 of insurance companies, other than life insurance companies, 

19 organized or doing business in the state. The repo~ts shall 

20 be delivered on or before the first day of Atl~tl~~ September 

21 each yea r . 

22 Sec. 103. Section 508.13, Code 1987, .s amended to read as 

23 follows: 

24 508.13 ANNUAL CERTIFICATE OF AUTHORITY. 

25 On receipt of the deposit provided in section 511.8, 

26 5ubsec~icn 16, and the statement, and the statement and 

27 evidence of investment of foreign companies, all of which 

28 shall be renewed annually, by the first day of March, the 

29 commissioner of insurance shall issue a certif:cate setting 

30 forth the corporate name of the company, its home o:fice, that 

31 it has fully complied with the laws of the s~ate and is 

32 author.zed to transact the business of life lnsurance for the 

33 ensuing year, whiCh certificate shall expire on the first day 

34 of Me7 June of the ensuing year, or sooner upon thirty days' 

35 notice g.ven by the commissioner, of the next annual valuation 
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1 of its policies. Such certificate shall be renewed annually, 

2 upon the renewal of the deposit and statement by a domestic 

3 company, or of the statement and evidence of investment by a 

4 foreign company, and compliance with the conditions above 

S required, and be subject to revocation as the original 

6 certificate. 

7 Sec. 104. NEW SECTION. S09A.15 CERTIFICATION OF SELF-

8 INSURANCE PLANS. 

9 1. Within thirty days following the end of a se1f-

10 insurance plan's fiscal year, the governing body shall file 

11 with the commissioner of insurance a certificate of 

12 compliance. The certificate of compliance shall be 

13 accompanied by a filing fee of one hundred dollars. The 

14 certificate shall be signed and dated by the appropriate 

15 public official representing the governing body, and shall 

16 certify the following~ 

17 a. That the plan meets the requirements of this chapter 

~ :8 and the applicable provisions of the Iowa administrative code. 

• 

19 b. That an actuarial opinion has been attached to the 

20 certlficate which attests to the adequacy of reserves, rates, 

21 and financial condition of the plan. The actuarial opinion 

22 shall be issued by a fellow of the society of actuaries. 

23 c. That a written complaint procedure has been 

24 implemented. The certificate shall also list the number of 

25 complaints filed by participants under the written complaint 

26 procedure, and the percentage of participants filing written 

27 complaints, in the prior fiscal year. 

28 d. That the governing body has contracted or otherwise 

29 arranged with a third party for plan administration. 

30 2. The commissioner shall by rule require the maintenance 

31 of confidentiality of information held by the plan 

32 administrator. 

33 3. The failure of the governing body to provide the 

34 certificate of compliance required by subsection 1, or the 

35 failure of the governing body or plan administrator to abide 
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1 by a requirement of the plan, this chapter, or applicable 

2 rule, is grounds Eor action against the plan, including cause 

3 for disapproval or discontinuance of the plan. 

4 Sec. 105. Section 512.29, Code 1987, is amended to read as 

5 follows: 

6 ~12.29 CERTIFICATE OF AUTHORITY -- FEES. 

7 If the commissioner shall approve the articles and also the 

8 bylaws or rules, the commissioner shall issue to the society, 

9 order, or association a certificate of authority, authorizing 

10 it to transact business within this state for a period of one 

11 year from the first day of May June of the year of its issue, 

12 for whiCh certificate and all proceedings in connection 

13 therewith, there shall be paid to the commissioner a fee of 

14 twenty-five one hundred dollars, and for each annual renewal 

15 thereof a like fee shall be paid. 

16 Sec. 106. Section 512A.3, Code 1987, is amended to read as 

17 follows: 

18 512A.3 INCORPORATcON MANDATORY. 

19 Before a benevolent association shall operate in this state 

20 it shall first incorporate in accordance with the laws of this 

21 state, and the articles of incorporation and bylaws shall be 

22 submitted to the commissioner. If the commissioner finds they 

23 conform to ~he requirements of the law and all rules and 

24 regulations promulgated under this chapter, the commissioner 

25 shall approve the articles of incorporation and file them with 

26 the secretary of state. Every benevolent association at the 

27 time of its incorporation shall submit its general plan of 

28 operation to the co~~issioner and if the commissioner finds it 

29 con:orms cO the requirements of the law and all reasonable 

30 rules and reg~latio~s promulgated under this chapter, ~he 

31 commissic~er shall issue a license to expire on the fi~st day 

32 oE May June a::er iss~ance. Said The license shall be renewec 

33 fro~ yea~ to year upon application of the associa~iQn, if the 

34 CO~~is5ioner finds fro~ examination that it has confor~ed to 

35 the requirements of a:l laws and regulations applicable 
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1 thereto. 

2 Sec. 107. Section 515.42, Code 1987, is amended to read as 

3 fOllows: 

4 515.42 TENURE OF CERTIFICATE -- RENEWAL -- EVIDENCE. 

5 Such certificate of authority shall expire on the first day 

6 of May June next succeeding its issue, and shall be renewed 

7 annually so long as such company shall transact business ~n 

8 accordance with the requirements of law; a copy of which 

9 certificate, when certified to by the commissioner of 

10 insurance, shall be admissible in evidence for or against a 

11 company with the same effect as the original. 

12 Sec. 108. Section 518.15, unnumbered paragraph 2, Code 

13 1987, is amended to read as follows: 

14 Such associations shall pay the same expenses of any 

15 examination ~ade or ordered to be made by the commissioner of 

16 insurance and the same fees for the annual reports and annual 

17 certificates of authority as are required to be paid by 

18 domestic companies organized and doing business under chapter 

19 515, which certificates shall expire May June 1 of the year 

20 following the date of issue. 

21 Sec. 109. Section 519.9, Code 1987, is amended to read as 

22 follows: 

23 519.9 FEES. 
24 Such a mutual insurance corporation shall pay the same fees 

25 for admission into the state, for annual reports, and for 

26 annual certificates of authority as are required to be paid by 

27 domestic mutual companies organized and doing business under 

28 chapter 515; such certificate shall exp~re May June I of the 

29 year following the date of its issue. 

30 Sec. 110. Section 520.12, Code 1987, is amended to read as 

31 fOllows: 

32 520.12 CERTIFICATE OF AUTHORITY. 

33 Upon compliance with the requirements of this chapter, the 

34 commissioner of insurance shall issue a certificate of 

35 authority or a license to the attorney, authorizing the 
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1 attorney to make such contracts of insurance, which license 

2 shall specify the kind or kinds of insurance and shall contain 

3 the name of the attorney, the location of the principal office 

4 and the name or designation under which such contracts of 

5 insurance are issued. Stle"-i±een~e-~hatt-be-:enewed-anntla±ty 

6 tlpon-8-shew±n~-that-the-standa~d-e£-~elveney-reqtlired-here~n 

7 "a~-been-mainta±ned7-and-that-eit-£ees-and-texe~-reqtlired-have 

8 been-~a±d The certificate of authority shall expire on the 

9 first day of June next succeeding its issue, and shall be 

10 renewed annually as long as the company transacts business in 

11 accordance with the requirements of law. 

12 DIVISION II 

13 Sec. 201. Section 87.4, unnumbered paragraph 2, Code 1987, 

14 1S amended to read as fOllows: 

15 A self-insurance association formed under this section and 

16 an association comprised of cities or counties, or both, which 

17 enters have entered into an agreement under chapter 28E for 

18 the purpose of establishing a self-insured ~retlp-pten program 

19 for the payment of workers' compensation end benefits are 

20 exempt from taxation under section 432.1. 

21 Sec. 202. Section 87.4, Code 1987, is amended by adding 

22 the following new unnumbered paragraph: 

23 NEW UNNUMBERED PARAGRAPH. A self-insured program for the 

24 payment of workers' compensation benefits established by an 

25 association comprised of cities and counties, or both, which 

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

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

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

29 payment of premiums due relieves the member from obtaining 

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

31 not required to submit its plan or program to the co~~~ssioner 

32 of insurance for review and approval prior to its 

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

34 the commissioner relating to workers' compensation group self-

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

-5-
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1 compliance with this chapter. 

2 Sec. 203. Section 508C.ll, subsection 1, paragraph c, Code 

3 Supplement 1987, is amended to read as follOwS: 

4 c. In a liquidation or rehabilitation proceeding involving 

5 a domestic insurer, be appointed as the liquidator or 

6 rehabilitator. ff-8-fo~e±9n-o~-al±en-membe~-±n~tl~e~-±~ 

7 ~tlbjeet-to-a-l±qtl±dat±on-~~oeeed±n9-±n-±t~-dom±e±1±a~y 

8 ;tl~±~d±et±on-o~-~tate-e£-entry,-the-eomm±~~±oner-~hali-be 

9 8~~o±nted-eon~e~~8to~~ 

10 Sec. 204. Section 508C.12. subsection 1, paragraph b, Code 

11 Supplement 1987, is amended to read as follows: 

12 b. Report to the board of directors when the comm1SS10ner 

13 has taken any of the actions set forth in paragraph "a" or has 

14 received a report from any other commissioner indicating that 

15 any-~tleh-aet±on-ha~-been-taken-±n-anothe~-st8te a member 

16 insurer 1S impaired or insolvent. Reports to the board of di-

17 rectors shall contain all significant details of the action 

18 taken or the report received from another commissioner. 

19 Sec. 205. Section 511.8, subsection 10, paragraph a, Code 

20 Supplement 1987, is amended to read as follows: 

21 a. Real estate in this state which is necessary for the 

22 accommodation of the company or association as a home office 

23 or in the transaction of its business. In the erection of 

24 buildings for such purposes, there may be added rooms for 

25 rent. Before the company or association invests any of its 

26 funds in accordance with this paragraph it shall first obtain 

27 the consent of the exeetlt±ve-eotlne±l-of-th±~-~tate 

28 commissioner. The maximum amount which a company or 

29 association shall be permitted to invest in accordance with 

30 these provisions shall not exceed ten percent of the legal 

31 reserve. However, a stock company may invest such portion of 

32 its paid-up capital, 1n addition to ten percent of the legal 

33 reserve, as is not held to constitute a part of its legal 

34 reserve, under section 508.36, and the total legal reserve of 

35 the company shall be equal to or exceed the amount of its 
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1 paid-up capital stock. 

2 Sec. 206. Section 511.24. subsection 6. Code 1987. is 

3 amended 

4 Sec. 

by striking 

207. 

the subsection. 

5 1. Chapter 510. Code 1987. is repealed. 

6 2. Sections 507.5 and 515.43. Code 1987. are repealed. 

7 DIVISION III 

8 Sec. 301. Section 507.1. Code 1987. is amended to read as 

9 follows: 

10 507.1 "COMPANY" DEFINED. 

11 ~he-wo~d-neompenyn-a~ As used in this chapter~ ~helt-me8n 

12 "company" means all companies or associations organized under 

13 the provisions of chapters 508. 511. 512. 512A. 514. 5148. 

14 515, 515C. 518A, associations subject to the provisions of 

15 chapters 518 and 520. and all companies or associations 

16 admitted or seeking to be admitted to this state under the 

17 provisions of any of the chapters herein referred to. 

18 Sec. 302. Section 507.8. Code 1987. is amended to read as 

19 follows: 

20 507.8 PAYMENT BY COMPANY. 

21 The commissioner shall upon the completion of an 

22 examination. or at such regular intervals prior to completion 

23 as the commissioner determines, prepare an account of the 

24 costs incurred in performing and preparing the report of such 

25 examinations which shall be charged to and paid by the 

26 companies examined. and upon failure or refusal of any company 

27 examined to pay such bill or bills. the same may be recovered 

28 in an action brought in the name of the state ~"der-~~e 

29 dtree~io"-o£-~he-exee~~ive-eetlneii. and the commissioner may 

30 also revoke the certificate of authority of such company to 

31 transact business within this state. 

32 Sec. 303. Section 511.24, subsection 5, Code 1987, is 

33 amended to read as follows: 

34 

35 Eerie,-a"d-fe~-ee~~if7in9-B"d affixing the official seal to 
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1 any paper filed with the divlsion, f±~e ten dollars. 

2 Sec. 304. Section 515.128, subsection 5, Code 1987, is 

3 amended to read as fOllows: 

4 5. For e~e~7-eopy-ef-afty-~ape~-fixed,-f~ft7-eeftt~-?er 

5 fotio,-and-fo~-eert±fy±n9-and affixing the official seal to 

6 any paper filed with the division, fi~e ten dollars. 

7 Sec. 305. section 520.19, Code 1987, is amended to read as 

8 follows: 

9 520.19 ANNUAL TAX -- FEES. 

10 In lieu of all other taxes, licenses, charges, and fees 

11 whatsoever, such attorney shall pay annually te-the-d±reetor 

12 o£-t~e-departfflent-o€-re~entle-and-finanee,-er-a-depesitory 

13 desi9nated-by-the-direetor-e€-the-departffleftt-e£-re~entle-ano 

14 £inanee,-en-aeeetlnt-et-the-eransaeeien-et-stleh-btlsiftess-in 

15 this-state, pay to the commissioner the same fees as are paid 

16 by mutual companies transacting the same kind of business, and 

17 an annual tax of two perce~t, if a domestic reciprocal 

18 organization, and two percent, if a foreign reciprocal 

19 organization, calculated upon the gross premiums or deposits 

20 collected from subscribers in this state during the preceding 

21 calendar year, after deducting therefrom returns, or 

22 cancellations, and all amounts returned to subscribers or 

23 credited to their accounts as savings, and the amount retur~ed 

24 upon canceled policies and rejected applications covering 

25 property situated or on business done within this state. 

26 DIVISION IV 

27 Sec. 401. section 515.11, Code 1987, is amended to read as 

28 fOllows: 

29 515.11 PROHIBITED LOANS. 

30 No part of the capital referred to shall be directly or 

31 indirectly loaned to any officer L er director, stockholderL-£r 

32 employee of the company or to a relative of any officer or 

33 director of the company. 

34 Sec. 402. Section 515.35, subsection 4, paragraph n, 

35 subparagraph (1), Code 1987, is amended to read as follOWS: 

-8-
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(1) A company organized under this chapter may invest up 

2 to o~e two percent of its admitted assets in securities or 

3 property of any kind. without restrictions or limitations 

4 except those imposed on business corporations in general. 

S Sec. 403. Section 515.49. Cede 1987. is amended by 

6 striking the section and inserting in lieu thereof the 

7 following: 

8 515.49 LIMITATION ON RISKS. 

9 A company shall not expose itself to loss on anyone risk 

10 or hazard to an amount exceeding ten percent of its surplus to 

11 policyholders unless one of the following applies: 

12 1. The excess is reinsured in some other good and reliable 

13 company licensed to sell insurance in this state. 

14 2. The excess is reinsured by a group of individual 

15 unincorporated insurers who are authorized to sell insurance 

16 in at least one state of the United States and who possess 

17 assets which are held in trust for the benefit of the American 

18 policyholders in the sum of not less than fifty million 

19 dollars. and a certificate of such reinsurance shall be 

20 furnished to the insured. 

21 3. The excess is reinsured with a company which has. with 

22 respect to the ceding insurer. created a trust fund. made a 

23 deposit. or obtained letters of credit. on terms satisfactory 

24 to the commissioner. 

25 Sec. 404. Section 515.80. Code Supplement 1987, is a~ended 

26 by striking the section and inserting in lieu thereof the 

27 following: 

28 515.80 FORFEITURE OP POLICIES -- NOTICE. 

29 No policy or ccnt~act of ir.surance, unless otherwise 

30 provided in seccion SlS.81A or 515.81B, provided for in thiS 

3: chapter shall be for~eited, suspended, or canceled for 

32 nonpayment of any premium, assessment, or installment prov:ded 

33 for in the policy. Or in any note or contract for the payment 

3~ thereof, unless within thirty days prior to, or on or after 

3S the maturity thereof. the company serves notice in writing 

-9-
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1 upon the insured that the premium, assessment, or installment 

2 is due or to become due, stating the amount, and the amount 

3 necessary to pay the customary short rates, up to the t:me 

4 fixed in the nocice when the insurance will oe suspended, 

5 forfeited, or cance~ed, which shall not be less than thirty 

6 days after service of the notice, which may oe made in person, 

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

8 insured at the insured's post office as given in or upon the 

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

10 agreement to the contrary notwithstanding. 

11 Sec. 405. Section 515.81, Code Supplement 1987, .s amended 

12 by s~riking the section and inserting in lieu thereof the 

13 following: 

14 515.81 CANCELLATION OF POLICY -- NOTICE TO INSURED OR 

15 MORTGAGEE:. 

16 Unless otherwise provided in section S15.8lA or 515.81B, at 

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

18 installment p~ovided for in the policy, or any note or 

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

20 forfeiture, or cancellation of any policy or contract of 

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

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

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

24 have the policy and all contracts or obligations connected 

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

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

27 suspension, forfeiture, or cancellation of any policy or 

28 contract of insurance, the insured shall not be liable Eor any 

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

30 suspension, forfeiture, or cancellation and the costs of 

31 action provided for in this section. The policy may be 

32 canceled by the insurance company by service of notice in 

33 writing upon the insured which notice shall fix the date of 

34 cancellation which shall be not less than ten days after 

35 service of the notice. The service of notice may be made in 

-10-
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1 person, or by mailing the notice t~ the insured at the 

2 insured's post office address as given in or upon the policy, 

3 or to another address given to the company 1n writing by the 

4 insured. A post office department receipt of certified or 

S registered mailing shall be deemed proof of receipt of the 

6 notice. If the policy is canceled by the insurance company, 

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

8 initial cash premium, or any part thereoE, has not been paid, 

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

10 notice to the insured and ten days' notice to the mortgagee, 

11 or other person to whom the policy is made payable, if any, 

12 without tendering any part or portion of the premium, anything 

13 to the contrary in the policy notwithstanding. 

14 Sec. 406. NEW SECTION. SlS.81A CANCELLATION OF 

15 COMMERCIAL LINES POLICIES OR CONTRACTS. 

16 1. A commercial line policy or contract of insurance Wh1Ch 

17 has not been previously renewed may be canceled by the insurer 

18 if it has been in effect for less than sixty days at the time 

19 notice of cancellation is mailed or delivered. 

20 2. A commercial line policy or contract of insurance Wh1Ch 

21 has been renewed or which has been in effect Eor more than 

22 sixty days shall not be canceled unless at least one of the 

23 following conditions occurs: 

24 a. Nonpayment of premium. 

25 b. Misrepresentation or fraud made by or with the 

26 knowledge oE the insured in obtaining the policy or contract, 

27 when renewi~g the policy or contract, or in presenting a claim 

28 under the policy or contract. 

29 c. Actions by the insured which substantially change or 

30 increase the risk insured. 

31 d. Determination by the commissioner that the continuation 

32 of the policy will jeopardize the insurer's solvency or will 

33 constitute a violation of the law oE this or any othe~ state . 

34 e. The insured has acted in a manner which the insured 

35 knew or shou~d have known was in violation or breach of a 
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1 policy or contract term or condition. 

2 3. A commercial line policy or contract of insurance may 

3 be canceled at any time if the insurer loses reinsurance 

4 coverage which provides coverage to the insurer for a 

5 significant portion of the underlying risk ir.sured and if the 

6 co~~issioner determines that cancellation because of loss of 

7 reinsurance coverage 1S justified. In determining whether a 

8 cancellation because of loss of reinsurance coverage is 

9 Justified, the commissioner shall consider all of the 

10 following factors: 

11 a. The volatility of the premiums charged for reinsurance 

12 in the market. 

13 b. The number of reinsurers 1n the market. 

14 c. The variance in the premiums for reinsurance offered by 

15 the reinsurers in the market. 

16 d. The attempt by the insurer to obtain alternate 

17 relnsurance. 

18 e. Any other factors deemed necessary by tile commissioner. 

19 4. A commercial line policy or contract of insurance shall 

20 not be canCeled except by notice to the insured as provided in 

21 this subsection. A notice of cancellation shall include the 

22 reason for cancellation of the policy or contract. A notice 

23 of cancellation is not effective unless mailed or delivered to 

24 the named insured and a loss payee at least ten days prior to 

25 the effective date of cancellation, or if the cancellation 1S 

26 because of loss of reinsurance, at least thirty days prior to 

27 the effective date of cancellation. A post office department 

28 certificate of mailing to the named insured at the address 

29 shown in the policy or contract is proof of receipt of the 

30 mailing; however, such a certificate of mailing is not 

31 required if cancellation 1S for nonpayment of premium. 

32 Sec. 407. NEW SECTION. SlS.8lB NONRENEWAL OF CO~~ERCIAL 

33 LINES POLICIES OR CONTRACTS. 

34 An insurer shall not fail to renew a commercial line policy 

35 or contract of insurance except by notice to the insured as 

-12-
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1 provided in this section. Nonrenewal of a commercial line 

2 policy or contract includes a decision by the insurer not to 

3 renew the policy or contract, an increase in the premium of 

4 twenty-five percent or more, an increase in the deductible oE 

5 twenty-five percent Or more, or a material reduct.ion in the 

6 limits or coverage of the policy or contract. However, a 

7 premium charge which is assessed after the beginning date of 

8 the policy period for which the premium is due shall not be 

9 deemed a premium increase for the purpose of this section. 

10 A notice of nonrenewal is not effective unless mailed or 

11 delivered by the insurer to the named insured and any loss 

12 payee at least forty-five days prior to the expiration date of 

13 the policy. If the insurer fails to meet the notice 

14 requirements of this section, the insured has the option of 

15 continuing the policy for the remainder of the notice period 

16 plus an additional thirty days at the premium rate of the 

17 existing policy Or contract. A post office department 

18 certificate of mailing to the named insured at the address 

19 shown in the policy or contract is proof of receipt of the 

20 mailing. 

21 This sectIon applies to all forms of co~~ercial property 

22 and casualty insurance written pursuant to this chapter. It 

23 does not apply if the insurer has offered to renew or if the 

24 insured fails to pay a premium due or any advance premIum 

25 required by the insurer for renewal. 

26 DIVISION V 

27 Sec. 501. Section 506.2, Code 1987, is amended to read as 

28 follows: 

29 506.2 SALE OF SECURITIES RESTRICTED. 

30 Neither the securities in an a domestic insurance company, 

31 nor securities in a hOlding company, one of the purposes of 

32 which is to organize, purchase, or otherwise acquire cont,ol 

33 of an a domestic insurance company, nor memberShip in an 

34 association in process of organization shall be sold or 

35 solicited until such company Or association, and the promoters 
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1 thereof, shall have first complied with all of the statutory 

2 provisions regulating the organization of such companies and 

3 associations, and also have secured from the comrrissioner of 

4 insurance a cer~ificate indicating full compliance with the 

5 provisions of this chapter. 

Section 507C.20, 6 Sec. 502. Code Supplement 1987, is 

7 amended to read as follows: 

8 507C.20 DISSOLUTION OR SALE OF INSURER. 

9 The commissioner may petition for an order dissolving the 

10 corporate existence of a domestic insurer or the United States 

11 branch of an alien insurer domiciled in this state at the time 

12 the commissioner applies for a liquidation order. The court 

13 shall order dissolution of the corporation upon petition by 

14 the commissioner upon or after the granting of a liquidation 

15 order. If the dissolution has not previously been ordered, it 

16 shall be effected by operation of law upon the discharge of 

17 the liquidator if the insurer is insolvent. However, 

19 

20 

21 

22 

23 

24 

18 dissolution may be ordered by the court upon the discharge of 

the liquidator if the insurer is under a liquidation order for 

some other reason. Notwithstanding the above, upon 

application by the commissioner and following notice as 

prescribed by the court and a hearing, the court may sell the 

corporation as an entity, together with any of its licenses to 

do business, despite the entry of an order of liquidation. 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

The sale may be made on terms and conditions the court deems 

appropriate inet~din9,-b~t-net-%±mited-te,-the-pt6ein9-ef-t~e 

preeeed~-ef-the-~6ie-ef-the-eerpor6te-entity-6nd-t±eensee-into 

6-trttet-for-the-benefit-of-potieyhotdere-6nd-ereditere-with 

preeeedg-to-be-dietribtlted-in-the-m6nner-eet-fert~-in-seetion 

~e~€.1~. However, the order approving the sale shall provlde 

that the oroceeds of the sale shall become part of the assets 

of the liquidation estate, to be distributed in the manner set 

forth in section 507C.42, and that the corporate entity and 

its :icenses shall thereafter be free and clear from the 

claims or interests of all claimants, creditors, 

-14-
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1 policyholders, and stockholders of the corporation under 

2 liquidation. 

3 Sec. 503. Section 508.12, Code 1987, is amended to read as 

4 follows: 

5 508.12 FeRE~6N-€eMP~NfBS-~~¥-BBEeME-geMES~tE 

6 REDOMESTICATION OF INSURERS. 

7 ~ny-eompany An insurer which ,s organized under the laws of 

8 any otner state or-eotlntry, and wh~en-hag-been is admitted to 

9 do business in this state for the purpose of writing insurance 

10 authorized by this chapter7-tlpon may become a domestic insurer 

11 ~ complying with section 491.33 and with all of the 

12 requirements of law relative to the organization and licensing 

13 of ~ domestic ingtlranee-eompanieg-and-to-ehe-exeetlt~on7 

14 fitin97-reeording-and-ptlbiigh~n9-of-noeiee-of-ineorporation 

15 8no-payment-or-eorporation-fees-by-iike-domeeeie-eorporatione, 

16 insurer of the same type and ~ designating its principal 

17 place of business at-a-piaee in this state, andl upon payment 

18 to the commissioner of insurance of a transfer tax in a sum 

19 equal to twenty-five percent of the premium tax paid pursuant 

20 to the provisions of chapter 432 for the last calendar year 

21 irr~ediately preceding its becoming a domestlc corporation or 

22 the sum of ten thousand dollars, whichever is the lesser but 

23 not less than one thousand d011ars71 may become a domestic 

24 corporation and be entitled to like certificates of its 

25 corporate existence and license to transact business in this 

26 state, and be subject in all respects to the authority and 

27 jurisdiction thereof. 

28 The certificates of authority, agent's appointments and 

29 licenses, rates, and other items Which are in existence at the 

30 time anv insurer transfers its coroorate domicile to thlS 

31 state, pursuant to this section, shall continue in full :orce 

32 and effect upon such transfer. Por purposes of existing 

33 authorizations and all other cornorate purposes, the insurer 

34 is deemed the same entity as it was prior to the transfer of 

35 its domicile. All outstanding nolicies of any transferring 

-15-
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~ 1 insurer shall remain in full force and effect and need not be 

2 endorsed as to any new name of the company or its new location 

3 unless so ordered by the commissioner of insurance. 

• 

• 

4 Sec. 504. Section 5158.1, Code 1987, is amended to read as 

5 follows: 

6 5159.1 SCOPE. 

7 This chapter shall apply to all kinds of direct insurance 

8 authorized to be written by an insurer licensed to operate in 

9 this state under chapter 515 or chapter 520, except life, 

10 title, surety, fidelity, disability including accident and 

11 health, credit, mortgage guaranty, ocean marine insurance, 

12 financial guaranty or other forms or insurance offering 

13 protection against investment risk, automobile warranty 

14 coverage, or insurance written pursuant to 15 U.S.C. § 3901 et 

15 seq., or any transaction which, although deno~inated as 

16 insurance, does not result in the transfer of an insurance 

17 risk . 

18 Sec. 305. Section 5158.2, subsection 3, paragraph b, Code 

19 1987, is amended by striking the paragraph and inserting in 

20 lieu thereof the following: 

21 b. The claim is one by an insured for damage to property 

22 permanently located in this state. 

23 Sec. 506. Section 5158.2, subsection 3, unnumbered 

24 paragraph 2, Code 1987, is amended by striking the paragraph 

25 and inserting in lieu thereof the following: 

26 "Covered claim" does riot include an amount due any 

27 reinsurer, insurer, insurance pool, underwriting association, 

28 or other group assuming insurance risks, as subrogation, 

29 contribution, or indemnity recoveries or otherwise; a port:on 

30 of a claim that is within an insured's deductible or self-

31 insured retention; a claim for unearned premium calculated on 

32 a retrospective basis, experience-rated plan, or premium 

33 subject to adjustment after termination of the policy; an 

34 amount due an attorney, adjuster, or witness as fees for 

35 services rendered to the insolvent insurer; a fine, penalty. 

-16-
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1 interest, or punitive or exemplary damages; or a claim under a 

2 policy issued by an insolvent insurer with a deductible or 

3 self-insured retention of two hundred thousand dollars or 

4 more. A claim under a liability policy shall be considered to 

5 be a covered claim if as of the deadline set for the filing of 

6 claims against the insolvent insurer or its liquidator, the 

7 insured is a debtor in a liquidation bankruptcy under 11 

8 U.S.C. § 701 et seq. This paragraph does not prevent a person 

9 from presenting a noncovered claim to the insolvent insurer or 

10 its liquidator, but the noncovered claim shall not be asserted 

11 against any other person, including the person to whom 

12 benefits were paid or the insured of the insolvent insurer, 

13 except to the extent that it is outside the coverage of the 

14 policy issued by the insolvent insurer. 

15 Sec. 507. Section 515B.5, subsection 1, paragraph a, Code 

16 1987, is amended to read as follows: 

17 a. Be obligated to the extent of the covered claims 

18 existing prior to the determination of insolvency and arising 

19 within thirty days after the determination of insolvency, or 

20 before the policy expiration date if less than thirty days 

21 after the determination, or before the insured replaces the 

22 policy or on request effects cancellation if the insured does 

23 so within thirty days of the determination. This obligation 

24 includes only the amount of a covered claim which is in excess 

25 of one hundred dollars and less than three hundred thousand 

26 dollars for all damages arising out of anyone accident, 

27 occurrence, or incident regardless of the number of persons 

28 making claims. If the policy of the insolvent insurer 

29 contained an aggregate limit, the association shall not be 

30 obligated for more than three hundred thousand dollars on an 

31 aggregate basis. However, the association Shall pay the full 

32 amount of a covered claim arising out of a workers' 

33 compensation policy. In addition, the association is not 

34 liable for an amount in excess of the ~pee~~iea-liMit~-ef-a 

35 poliey lesser of three hundred thousand dollars Or the policv 
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8 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 
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limits, regardless of the theory under which or the type of 

damages for which the association is alleged to be liable. 

Sec. 508. Section 515B.9, subsection 2, Code 1987, is 

amenc:ed to read as follows: 

2. A person having a claim which may be recovered under 

more than one insurance guaranty association or its equivalent 

shall seek recovery first from the association of the place of 

residence of the insured. However, if the claim is a first 

party claim for damage to property with a permanent location, 

recovery shall be first sought from the association of the 

locatio~ of the property. If the claim is a workers' 

compensation claim, recovery shall be first sought from the 

association of the residence of the claimant. A-?e~~e"-~"a~~ 

"e~-~eeeve~-a"y-ametl"~-eE-~he-per~e"~~-e~a±m-a~a±"~t-the 

iM~tl~ed-±n-e~ee~~-eE-the-ametlnt-reeevered-e~-~eeeve~ab~e-f~em 

the-a~~ee±at±en-e~eep~-~e-~he-ex~en~-~he-e~a±m-exeeed~-t"e 

pei±ey-=±m±t~-ef-~he-±n~e~vent-±nstlrer~ Any sums recovered 

from any other guaranty association or equivalent organization 

shal: be subtracted from the maximum liability of the 

association under section 515B.5, subsection 1, paragraph "a". 

Sec. 509. NEW SECTION. 515B.18 PROHIBITED ADVERTISING. 

22 

23 

24 

A person shall not advertise or publish, in connection with 

the sale of an insurance policy, that claims under the 

insurance policy are subject to this chapter or will be paid 

25 by the Iowa insurance guaranty association. 

26 Sec. 510. Section 518A.l, subsection 1, paragraph d, Code 

27 1987, is amended to read as follows: 

28 d. Any automobile or aircraft or other vehicle, including 

29 loss, expense, or liability resulting from the ownership, 

30 maintenance, or use thereof, but shall not includeT-by-eetlMty 

31 mtlttlai~, insurance against bodily injury to the person. 

32 DIVISION VI 

33 Sec. 601. Section 5150.5, unnumbered paragraph I, Code 

34 1987, is amended to read as follows: 

35 Notwithstanding the provisions of ~eet±en-5i5~8i-Me 

-18-
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1 sections SIS.S0 through SIS.8IA, a notice of cancellation of a 

2 policy shall not be effective unless mailed or delivered by 

3 the insurer to the named insured at least twenty days prior to 

4 the effective date of cancellation, or, where the cancellation 

5 is for nonpayment of premium notwithstanding the provisions of 

6 ~ee~ien sections 515.80 and 5lS.S1A at least ten days prior to 

7 the date of cancellation. A post-office department 

8 certificate of mailing to the named insured at the address 

9 shown in the policy shall be proof of receipt of such mailing. 

10 Unless the reason accompanies the notice of cancellation, the 

11 notice shall state that, upon written request of the named 

12 insured, mailed or delivered to the insurer not less than 

13 fifteen days prior to the date of cancellation, the insurer 

14 will state the reason for cancellation, together with 

15 notification of the right to a hearing before the commissioner 

16 within fifteen days as provided herein in this chapter. 

17 Sec. 602. Section 5150.7, unnumbered paragraph 1, Code 

18 1987, is amended to read as follows: 

19 Ne Notwithstanding the provisions of sections 515.80 

20 through 51S.81B, an insurer shall not fail to renew a policy 

21 except by notice to the insured as provided in this chapter. 

22 A notice of intention not to renew shall not be effective 

23 unless mailed or delivered by the insurer to the named insured 

24 at least thirty days prior to the expiration date of the 

25 policy. A post-office department certificate of mailing to 

26 the named insured at the address shown in the policy shall be 

27 proof of receipt of such mailing. Unless the reason 

28 accompanies the notice of intent not to renew, the notice 

29 shall state that, upon of the named insured, 

30 mailed Or delivered to 

written request 

the insurer not less than twenty days 

31 prior to the expiration date of the policy, the insurer wil~ 

32 state the reason for nonrenewal. 

33 

34 

Sec. 603. NEW SECTION. 50S.39 DIVIDeNDS. 

The directors or managers of a stock company, incorporated 

35 under the laws of this state, shall make no dividends except 
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1 from the earned profits arising from their business, which 

2 shall not include contributed capital or contributed surplus. 

3 Sec. 604. NEW SECTION. 514F.3 PREFERRED PROVIDERS. 

4 The commissioner of insurance shall adopt rules for 

5 preferred provider contracts and organizations, both those 

6 that limit choice of specific provider and those that do not. 

7 The rules adopted shall include, but not be limited to, the 

8 following subjects: preferred provider arrangements and 

9 participation requirements, health bene:it plans, and civil 

10 penalties. 

11 DIVISION VII 

12 Sec. 701. Section 294.16, Code 1987, is amended to read as 

13 follows: 

14 294.16 ANNUITY CONTRACTS. 

15 At the request of an employee through contractual agreement 

16 a school district may purchase group or individual annuity 

17 contracts for employees, from an insurance organization the 

18 employee chooses that is authorized to do business 1n this 

19 state and through an Iowa-licensed insurance agent or from a 

20 securities dealer or salesperson registered in this state that 

21 the employee selects, for retirement or other purposes, and 

22 may make payrOll deductions in accordance with the 

23 arrangements for the purpose of paying the entire premium due 

24 and to become due under the contract. The deductions shall be 

2S made in the manner which will qualify the annuity premiums for 

26 the benefits under section 403(b) of the Internal Revenue Code 

27 of 1954, as defined in section 422.3. The employee's rights 

28 under the annuity contract are nonforfeitable except for the 

29 failure to pay premiums. ff-an-exi~tin9-tax-~ne~te~ea-ann~ity 

30 eentraet-i9-te-be-~e~T8eed-by-a-new-eentraet-the-agent-er 

31 re~re~entative-ef-the-eempany-9h8~T-9~bmit-8-Tetter-ef-intent 

32 by-re9±9tered-m8iT-te-the-eempany-be±n9-~epT8eed7-te-the 

33 in9tlr8nee-ee~~i~~iener-ef-the-9t8te-ef-few87-and-te-the 

34 8gent~9-er-repre~entative~9-ewn-eemp8ny-8t-Tea~t-thirty-days 

35 pr±e~-te-any-aetien~--~hi~-letter-ef-intent-en8l1-eentain-the 
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1 polie1-n~mbe~-tlnd-de~e~iption-OE-the-eontraet-being-repiaeed 

2 and-a-de9cription-oE-ehe-repi8eement-eontraet. 

J Sec. 702. Section 521.5, Code 1?87, is amended to read as 

4 follows: 

5 521.5 COfo'.M ISS ION 'TO HEAR PETITION. 

G For the purpose of hearing and determining such petition, a 

7 comm~ssion consisting of the governor, commissioner of 

8 insurance, and a::torney general is hereby created. in-the 

9 inebiiity-or-tne-governor-to-aet,-the-seeretary-of-seate-m87 

10 act-in-the-governor~s-~tead. 

11 Sec. 703. Section 523C.:, Code 1987, 1S amended by adding 

12 the following new subsections: 

13 NEW SUBSECTION. 5. "Reserve account agreement" means an 

14 agreement entered into between a licensed service company and 

15 a depository under 

16 NEW SUBSECTION. 

section 523C.ll. 

6. "Depository" means an ins::itution 

17 designated by the commissioner as an authorized custodian for 

18 purposes of sections 523C.5 and 523C.ll. 

19 NEW SUBSECTION. 7. "Custodian" means an institution 

20 meeting the requirements establiShed by the commissioner which 

21 institution has entered into a custodial agreement or reserve 

22 account agreemer.t with a licensed service company. 

23 NEW SUBSECTION. 8. "Custodial agreement" means an 

24 agreement entered into between a licensed service company and 

25 a 

26 

custodian under section 523C.5. 

NEW SUBSECTION. 9. "Custodial account" means an account 

27 established by agreement between a licensed service company 

28 and a custodian under section 523C.5. 

29 Sec. 704. Section 523C.3, subsection 2, paragraph b, Code 

30 1987, is amended to read as fOllows: 

31 b. A surety bond or a coPY of custodial agreement as 

32 provlded in section 523C.5. 

33 Sec. 705. Section 523C.5. Code 1987, is amended to read as 

34 follows: 

35 523C.5 REQUIRED BOND. 
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1 To assure the faithful performance of obligations under 

2 residential service contracts issued and outstanding in this 

3 state, a service company shall, prior to the issuance or 

4 renewal of a license, file with the commissioner a surety bor.d 

5 in the amount of one hundred thousand dollars, which has been 

6 issued by an authorized surety company and approved by the 

7 CO~~i5sioner as to issuer, form, and contents or establish a 

8 custodial account in the amount of one hundred thousa~d 

9 dollars at an authorized depository. The bond or custodial 

10 account shall not be canceled or be subject to cancellation 

11 unless thirty days' advance notice in writing is filed with 

12 the commissioner. Notwithstanding the-prov~~ion9-of chapter 

13 17A, if a bond or custodial account is cance:ed for any reason 

14 and a new bond or notice that a new custodial account has been 

15 established in the required amount is not received by the 

16 commissioner on or before the effective date of cancellation, 

17 the license of the service company is automatically revoked as 

18 of the date the bond or custodial account ceases to be in 

19 effect. A service company whose license is revoked under this 

20 sectlon may file an application for a new license pursuant to 

21 section 523C.3. 

22 The bond or custodial account posted by a service company 

23 pursua~t to this section shall be for the benefit of, and 

24 subject to recovery thereon by any residential service 

25 contract holder sustaining actionable injury due Co the 

26 failure of the service company to faithfully perform its 

27 obligations under a residential service contract because of 

28 insolvency of the service company. 

29 If a service company ceases to do business in this state 

30 and furnishes to the commissioner satisfactory proof that it 

31 has discharged all obligations to contract holders, the surety 

32 bond or custodial account shall be released. 

33 The commissioner may by rule designate institutions 

34 authorized to act as a depository under this section and 

35 establish requirements for custodians, custodial agreements, 
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1 custodial accounts, or the method of valuing noncash assets 

2 held in a custodial account which the commissioner believes 

3 necessary to protect the holders oE residential serVIce 

4 contracts issued and outstanding in this state. 

S Sec. 706. Section 523C.6, unnumbered paragraph 2, Code 

6 1987, is amended to read as fOllows: 

7 For purposes of this chapter, "net worth" means the excess 

8 of all assets over all liabilities including required 

9 reserves, but excluding assets held in a custodial account 

10 under section 523C.5, computed in accordance with generally 

11 accepted accounting principles. At least twenty thollsand 

:2 dollars of net worth shall consist of paid-in capital. 

13 Sec. 707. Section 523C.ll, subsection 1, Code 1987, is 

14 amended to read as follOWS: 

15 1. A service company shall maintain in an independent 

16 depository a reserve account containing cash or marketable 

17 secur,ties in an amount equal to Eifty percent of aggregate 

18 annua: Eees collected on residential service contracts issued 

19 in this state, iE any, 6Md-for less actual expenditures Eor 

20 serVIces rendered under those contracts. 

21 Sec. 708. Section 523C.ll, Code 1987, is amended by adding 

22 the Eollowing new subsection: 

23 NEW SUBSECTION. 4. The co~~issioner may by rule designate 

24 institutions author:zed to act as a depository under this 

25 section and may establish requirements for reserve accounts, 

26 reserve account agreements, or the method oE valuing 

27 marketable securities which the commissioner believes 

28 necessary to protect the holders of residential service 

29 contracts issued and outstanding in this state. 

30 EXPLANATION 

31 DIVISION I 

32 Sections 101 and 102 change the date from August 1 to 

33 September 1 for the delivery of the life insurance annual 

34 report. 

35 Sections 103 and 105 through 110 change renewal dates, 
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1 including renewal dates for certificates of authority from ~ay 

2 1 to June l. 

3 Section 104 requires a certification of compliance relating 

4 to a self-insurance plan. 

5 DIVISION II 

6 Sections 201 and 202 relate to self-insurance programs 

7 offered by cities or counties. Under section 202, certain 

8 self-lnsurance plans no longer have to be submitted to the 

9 insurance division. 

10 Section 203 removes authority appointing the commissloner 

II as conservator if a foreign or alien member insurer is subject 

12 to liquidation under the insurance guaranty association law. 

13 Section 204 provides that the commissioner must report to 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

the board of directors when the commissioner has received a 

report from a commissioner in another state indicating that 

certain actions have been taken against a member insurer in 

the foreign state, under the insurance guaranty association 

law. 

Section 205 changes from the executive council to the 

commissioner the authority required to grant approval to the 

investment of funds in home office property by a life 

insurance company. 

Section 206 strikes a provision requiring valuation fee for 

life insurance companies. 

Section 207 repeals chapter 510 relating to assessment of 

life insurance; repeals section 507.5 relating to a bond 

required to be purchased and filed by insurance examiners; and 

repeals section 515.43 relating to increasing the maximum 

capital of an insurer. 

DIVISION III 

Section 301 provides that a benevolent association is 

subject to examination as an insurance company. 

Section 302 provides for the billing of examination costs 

for insurance companies at regular intervals prior to the 

35 completion of the examination. 
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1 Sections 303 and 304 remove costs charged certain companies 

2 for Eiling certain papers with the insurance commissioner and 

3 raises the cost of affixing the official seal to a paper filed 

4 with the insurance division. 

5 Section 305 relates to remitting annual fees of reciprocal 

6 insurers to the commissioner. 

7 DIVISION IV 

8 Section 401 prohibits an insurance company from maklng 

9 direct or indirect loans to a director, or employee, or a 

10 relative of an officer or director of an insurance company. 

Il Section 402 ralses the amount of admitted assets that an 

12 insurance company can invest in property of any kind. 

13 Section 403 prohibits a company from exposing itself to 

14 loss or a risk or hazard for a certain amount exceeding its 

15 surplus to policyholders, unless the amount is reinsured. 

16 Section 404 provides that an insurance company must provide 

17 notice before a policy or contract of insurance is forEeited, 

18 suspended, or canceled due to nonpayment of a premium, 

19 assessment, or installment. 

20 Section 405 provides for the liability of an insured person 

21 for an amount due an insurance company upon the suspension, 

22 forfeiture, or cancellation of a policy or contract of 

23 insurance. The section also provides for notice of 

24 cancellation by the insurance company. 

25 Sections 406 and 407 provide for the cancellation and 

26 nonrenewal of a co~~ercial line policy or contract of 

27 insurance. 

28 DIVISION V 

29 Section 501 provides that section 506.2 relating to 

30 restricting sales of securities applies to domestic insurance 

31 companies only. 

32 Section 502 provides that a purchaser of a corporate she:l 

33 of an insolvent insurer purchases free of claims against the 

34 previous insurer. 

35 Section 503 relates to redomestication of insurers. 
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1 Section 504 provides that guaranty association coverage 

2 does not apply to automobile warranty coverage. 

3 Sections 505 and 508 provide conforming language with 

4 515B.9, subsection 2. 

5 Section 506 defines a "covered claim" to eXClude certain 

6 claims based on damages and claims by certain insureds. 

7 Section 507 provides for certain liability limits for the 

8 payment of a claim by the guaranty association. 

9 Section 509 prohibits a person from advertising, in 

10 connection with the sale of an insurance policy, that if the 

11 insurance company becomes insolvent, claims will be paid by 

12 the insurance guaranty association. 

13 Section 510 provides language to conform with enacted 

14 sections. 

15 DIVISION VI 

16 Sections 601 and 602 provide language to conform with 

17 enacted sections. 

18 Sect:on 603 provides for the paying of dividends by life 

19 lnsurance stock companies. 

20 Section 604 requires the commissioner to adopt rules 

21 rela~ing to preferred provider contacts and organizations. 

22 DIVISION VII 

23 Section 701 provides for the sale by certain persons of 

24 individual annuities for SChool district employees. 

25 Section 702 provides for the membership of a commission to 

26 hear consolidation and reinsurance petitions. 

27 Sections 703 through 708 relate to custodial agreements and 

28 accounts which may be established in lieu of bond under 

29 certain required conditions. 

30 SIMILAR TO HSB 692 (LSB 7628DH) 

31 

32 

33 

34 

• 35 
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HOUSE FILE 2307 
H-5222 

~~e~d House file 2307 as follows: 
2 I, Page 20, li~e 17, by inserting after the wore 
3 "oroanization" the following: "0: mutual fu~d". 

2, Page 20, liile 20:by s-:.ri:<:ing t:-,e words 4 
-If-' , II" • - :;'1' , cea~er or sa~espe:son ana inSerting tne Lc~_owlng: 
6 "dealer, salesperson, or mutual fund", 
H-5222 FII-ED IIU\RCH 2, 1988 BY CO~~OLLY of 0ubuque 

) , .' 

HOUSE FILE 2307 
H- S;: 34 

1 Amend House File 2307 as fallows: 
2 1. Page 11, line 16, by inserting after the word 
3 "insurance" the following: ", except a policy or 
4 contract for crop hail or multiperil insurance,", 
S 2. Page 11, line 20, by inserting after the word 
6 "insurance" the following: ", except a policy or 
7 contract for crop hail or multiperil insurance,". 
8 3. Page 12, line 2, by inserting after the word 
9 "insurance" the following: ", except a policy or 

10 contract for crop hail or multiperil insurance,", 
II 4. Page 12, iine 19, by inserting aEter the word 
12 "insurance" the following: ", except a policy or 
13 contract for crop hail 0: multiperil insurance,", 
:;-5234 FILF.u "l.".RCH 3, 1988 BY GRO:-lINGA of Cerro Gordo 

HOUSE FILE 2307 
H-5322 

1 Amend the amendment, H-5234, to House File 2307 as 
2 follows: 
3 1. Page I, by inserting before line 1 the 
4 following: 
S " Page 10, line 10, by inse:ting aE~er the 
6 ,:,ord"notwithstanding," the Eollow;'r.g: up-. post office 
7 aepartment receipt of certified mailing sr.aIi be oroof 
8 of receipt of the registered mai.l:ng, Howeve" n~tice 
9 of cancellation of a workers' compensation po:icv due 

10 • " to nonpayment of the premium may be made in person, or 
~. by mall, as otherwlse provlded, but need not be served 
12 by certified mail,"" 
13 2. By renumbering as necessary, 

iI-5322 FILED M,">RCH 7, 1988 BY GROCJICJC;\ of Cerro Gordo 
A.r)~TED :3 ~,,'~ i 
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HOUSE FILE ~ 3 " 7 
BY COMMITTEE ON SMALL BUSINESS 

AND COM."1ERCE 

(As ~~ended and ?assed by the Eouse March 7, 1988) 

Passed House, Date .:J7/C:(t c.o,{) Passed Senate, , Date z/ .. n I~I(l. IC?~) 
v 

Vete: Ayes ;(;>. Nays --,,0::..-__ Vote: Ayes "/7 Nays o 

Approved ('~A.' .t? 
'1"T.;_.'-..... ~" ,t::,/.--. .... _ ............ .;.-___ <~ /1 c- ~ / 

...,i.o' 3/ •• (1 1/7r) 

A BILL FOR 

1 An Act relating to the regulation of the state's insurance 

industry and the adminiscracion of the insurance division of 

the department of commerce. 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

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

House Amendments 

HF 2307 

da/pk/25 
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1 DIVISION I 

2 Section 101. Section 505.12, Code 1987, is amended to read 

3 as follows: 

4 50S.l2 ~IFE INSURANCE -- ANNUAS REPORT. 

~ 3efore the first day of A~9~S~ Septe~ber the con~issioner 

6 of i:-'5u:-ance shall make an an~ual repor~ ~o t:,e governor cf 

7 the ge~era~ conduct and condition 0: the life :nsu~ance 

8 companies doing business in the state, and include therein an 

9 aggregate of the estimated value of all outstanding policies 

10 in each of the companles; and in connection tnerewith prepare 

11 a separate abstract thereof as ~o each company, and of all the 

12 returns and statements made to the cc~~issioner by the~. 

13 Sec. l02. section SOS.13, subsection 1, Code Supplement 

14 1987, is amended to read as follows: 

lS 1. The commissioner shall annually cause t~e preparation 

16 and printing of a report to be de:ivered to the governor. The 

17 report shall contain information from the statements required 

18 of insurance companies, other than life insurance companies, 

19 organized or doing business in the state. The reports shall 

20 be delivered on or before the first day of Atl9tlS~ September 

21 each year. 

22 Sec. 103. Section 508.13, Code 1987, is amended to read as 

23 follows: 

24 508.13 ANNUAL CERTIFICATE OF AUTHORITY. 

2S On receipt of the deposit provided in section 511.8, 

26 subsection 16, and the statement, and the statement and 

27 evidence of investment of foreign companies, all of which 

28 shall be renewed annually, by the first day of March, the 

29 commissioner of insurance shall iss~e a certificate setting 

30 forth the corporate name of the company, its home office, that 

31 it has fully complied with the laws of the state and is 

32 authorized to transact the business of life insurance for the 

33 ensuing year, which certificate shali expire on the first day 

34 of May June of the ensuing year, or sooner ~pon thirty days' 

35 notice given by the commissioner, of the next annual valuation 
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" of :ts policies. Such certificate 5~a~1 be renewed annually, 

2 upon the renewal of :he deposit and statement by a domestic 

3 company, or of the Statemen~ anc evidence of investment by a 

4 ~oreign company, and compliance with the conditions above 

5 required, and be sub:ect to revocation as tne original 

6 cer-tificate. 
7 Sec. 104. ~sw SECTION. S09A.:S CERTIFICATION OF SELF-

8 INSURANCE PLANS. 

9 1. Within thirty days following the end of a self-

10 insurance plan's fiscal year, the governing body shall file 

11 with the cormnissioner of insurance a certificate of 

12 compliance. The certificate of compi:ance shall be 

13 accompanied by a filing fee of one hundred dollars. The 

14 certificate shall be signed and dated by the appropriate 

15 public official representing the governing body, and shall 

16 certify the following: 

17 a. That the plan meets the requirements of this chapter 

18 and the applicable provisions of the Iowa administrative code. 

19 b. That an actuarial opinion has been attached to the 

20 certificate which attests to the adequacy of reserves, rates, 

21 and financial condition of the pla~. The actuarial opinion 

22 shall be issued by a fellow of the society of actuaries. 

23 c. That a written complaint procedure has been 

24 implemented. The certificate shall also list the number of 

25 complaints filed by participants Jnder the written complaint 

26 procedure, and the percentage of participants filing written 

27 complaints, in the prior fiscal year. 

28 d. That the governing body has contracted or otherwise 

29 arranged with a third party for plan administration. 

30 2. The commissioner shall by rule require the maintenance 

31 of confidentiality of informat:on held by the plan 

32 administrator. 

33 3. The :ailure of the governing body to provide the 

34 certificate of compliance required by subsection 1, or the 

35 failure of the governing body or plan administrator to abide 
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1 by a requirement of :he plan, thlS chapter, o~ applicable 

2 rule, is grounds for action agai~st the pean, i~cluding cause 

3 for disapproval Or discontinuance 0: the plan. 

4 Sec. 105. Section 512.29, Code 1387, is a~ended :0 read as 

5 follows: 

6 512.29 CE~T=?ICATE OF ACT~OR=TY -- fEES. 

7 :f the commiss:'oner shal: approve the ar:ic~es and also the 

8 by~aws or ru:es, the commissioner sha:: iss~e to tte society, 

9 order, or association a certifica:e oE a\Jthor~tYI authoriz~ng 

10 i~ to transact b~si~ess wi~hin [h~s state f8C a perlod of o~e 

" year from the :irst day of Mer June of the jear of its issue, 

:2 ~or wh~ch cert~ficate and all prcceedings i~ con~ection 

13 :herewit~, there shall be paid ~o the cJu,mis5ioner a fee of 

:4 ~we"ty-~±ve one hundred dollars, and for each annual renewa~ 

15 thereof a :ike fee shall be paid. 

16 Sec. 106. Section 5l2A.3, Code 1987, :'s amended to read as 

17 follows: 

18 512A.3 INCORPORATION MANDATORY. 

19 Before a benevolent association shall operate in this state 

20 it shall first incorporate in accordance .. ' Wl,!'1 the laws of this 

21 state, and the articles of incorporation and bylaws shall be 

22 submitted to the commissioner. If the corrunissioner finds they 

23 conform to the requirements of the law and all rules and 

24 regulations promulgated under this chapter, the commissioner 

25 shall approve the articles of incorporation and file them with 

26 the secretary of state. Every benevolent association at the 

27 time of its incorporation shall submit its general pian of 

28 operation to the co~~issioner and if the co~~issioner finds it 

29 conforms to the requirements of the law and all reasonable 

30 r~les and regulations promulgated ~nder this chapter, the 

31 commissioner shall issue a iicense to explre on the first day 

32 of May June after lssuance. Sa±d The :iceose shall be renewed 

33 from year to year upon application of the association, if the 

34 commissioner finds from examination that it has conformed to 

35 the requirements of all laws and regulations applicable 
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1 thereto. 

2 Sec. 107. Section 515.42, Coce :987, is ame~ded to read as 

3 follows: 

4 515.42 TENURE OF CERTIFICATE -- RENEWAL -- EVIDENCE. 

S Such certificate of author~ty shall expire on the first day 

6 of May June next succeeding its iss~e, and shall be re~ewed 

7 annually so long as s~ch compa~y shall transact bus:ness in 

8 accordance with the requirements of law; a copy of which 

9 certificate, when certified :0 by the commissio~er 0: 
:0 insurance, shall be admissib:e :n evidence for or agai~st a 

11 company with the same 

12 Sec. 108. Section 

effect as the original. 

518.15, unnumbered paragraph 

13 1987, is amended to read as ~ollcws: 

2, Code 

14 Such associations shall pay the same expenses of any 

15 examination made or ordered :0 be mace by the co~~issioner of 

16 insurance and the same fees for the annual reports and annual 

17 certiEicates of authority as are required to be paid by 

18 domestic companies organized and doing business under chapter 

19 515, which certificates shall expire May June 1 of the year 

20 following the date of issue. 

21 Sec. 109. Section 519.9, Code 1987, is amended to read as 

22 follows: 

23 519.9 FEES. 

24 Such a mutual insurance corporation shall pay the same fees 

25 for admission into the state, for annual reports, and for 

26 annual certificates of authority as are required to be paid by 

27 domestic mutual companies organized and doing business under 

28 chapter SIS; such certificate shall expire Mey June 1 of the 

29 year following the date of its issue. 

30 Sec. 110. Section 520.12, Code 1987, is amended to read as 

31 follows: 

32 520.12 CERTIFICATE OF AUTHORcTY. 

33 Upon compliance with the requirements of this chapter, the 

34 commissioner of insurance shall issue a certiEicate of 

35 authority or a license to the attorney, authorizing the 
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1 attorney to maKe such contracts of insurance, ~hich :icense 

2 shall specify the kind or kinds of i~surance and shall contain 

3 the name of the attorney, the ~ocation of the principal office 

4 and the name or designation under which such contracts of 

5 insurance are issued. See~-iieen5e-~hatl-be-~er.eweci-er.r.ttei~7 

6 ~pon-a-~howt"9-~~at-the-3~a~d6rd-et-ge±ve~ey-~e~~i~ed-~e~e~n 

7 has-bee~-~aiMea±neci,-end-ehet-aii-Eees-enci-td~e~-~e~tl±~eci-have 

8 bee~-~8±o The ce~tiEica~e of authority shal~_expire on the 

9 first day of June next succeeding its issue, ~!Id snaIl be 

10 renewed annual:y as :ong as t~e company t:ansacts o~siness in 

11 accordance with the requirements of law. 

12 DIVISION II 

13 Sec. 201. Section 87.4, unnumbered paragraph 2, Code 1987, 

14 is amended to read as follows: 

15 A self-insurance association fermed under :his section and 

16 an association comprised of cities or counties, er both, which 

17 ente~s have entered into an agreement under chapter 28E for 

18 the purpose of establishing a self-insured grett~-~ian orogram 

19 for the payment of workers' compensation end benefits are 

20 exempt from taxation under section 432.1. 

21 Sec. 202. Section 87.4, Code 1987, is amended by adding 

22 the following new unnumbered paragraph: 

23 NEW UNNUMBERED PARAGRAPH. A self-insured program for the 

24 payment of workers' compensation benefits established by an 

25 association comprised of cities and counties, or both, which 

26 have entered into an agreement under chapter 28£, is not 

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

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

29 payment of premiums due relieves the memoer :rom obtaining 

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

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

32 of insurance for review and approval prior to its 

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

34 the commissioner relating to workers' compensation group self-

35 insurance programs. Such a program is deemed to be in 
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5.2. 

1 compliance with this chapter. 

2 Sec. 203. Section S08C.Ii, subseccion 1, paragraph c, Code 

3 Supplement 1987, is amended to read as follows: 

4 c. In a liquidation or rehabiLitacion proceeding involving 

5 a domestic insurer, be appoin:ed as :~e ~iquidator or 

6 rehabilitator. ff-a-fO~e~~ft-~~-B=ien-~e~be~-~~s~re~-±3 

7 ~tlbjee~-~o-a-r~qe±~8t±on-preeeee~n~-±n-it~-doffl~eir±a~7 

8 jtlr±~~±ee±on-or-~eate-of-ene~:7-the-eemm±ssioner-sha~%-be 

9 a~~o±nted-eenservaee~7 

La Sec. 204. Section S08C.12, subsection 1, patagraph b, Code 

11 Supplement 1987, is amended :0 read as fo~lows: 

12 b. Report to the board of directors when the corrn.issioner 

13 has taken any of the actions se: forth in pa:agraph "a" or has 

14 received a [epor: from any other commissior.er indicating that 

15 an7-~tleh-6et±en-has-been-t6ken-±n-anothe~-sta~e a member 

16 insurer is imoai:ec or insolvent. Reports to t~e board of di-

17 rectors shall contain all significant details of the action 

18 taken or the report received from another corr~issioner. 

19 Sec. 205. Section 511.8, subsection 10, paragraph a, Code 

20 Supplement 1987, is amended to read as ~ollows: 

21 a. Real estate in this state Which is necessary for the 

22 accommodation of the company or association as a home office 

23 or in the transaction of its business. In the erection of 

24 buildings for such purposes, there may be added rooms for 

25 rent. Before the company or association invests any of its 

26 funds in accordance with this paragraph it shacl first obtain 

27 the consent of the e~eetlt±ve-eotlne±~-oE-this-st8te 

28 commissioner. The maximum amount which a company or 

29 association shall be permitted to invest in accordance with 

30 these provisions shall not exceed ten percent of the legal 

31 reserve. However, a stock company may invest such portion of 

32 its paid-up capital, in addition to ten percent of the legal 

33 reserve, as ~s not held to constitute a part of its legal 

34 reserve, under section 508.36, and the total legal reserve of 

35 the company shall be equal to or exceed the amount of its 
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1 paid-up 

2 Sec. 

capi:.al stOCK. 

206. Section 5:1.24, subsection 6, Code 1987, is 

3 amended by striking the subsection. 

4 Sec. 207. 

5 1. Cr:apter 510, Code 1987, lS repea:'ed. 

6 2. Sections 507.5 a~d 51S.43, Code :987, are repea:ed. 

7 

8 

DIVISION II: 

Sec. 301. Sectio~ 507.1, Code 1987, is a~e~ded to read as 

9 follows: 

:0 507.: "COMPANY" DE?:NSD. 

11 ~he-we~e-uee~?6n7ll-a~ As used in this c~apter~ ~~a~~-~ea~ 

12 "cornpa:1yll near:s a:'l companies or assQciat:o~s Jrganized unde::-

13 the provisions of chapters S08, 511, 5l2, ~12A, S14, S:43, 

14 515, 515C, 518A, associations subJect to the provisions of 

15 chapters 518 and 520, and all companies or associatio~s 

16 admitted or seeking :0 be admitted to this state under the 

17 provisions of any of the chapters herein referred to. 

18 Sec. 302. Section 507.8, Code 1987, is arr.ended to read as 

19 follows: 

20 507.8 PAYMENT BY COMPANY. 

21 The commissioner shall upon the completion of an 

22 examination, or at such regular intervals prior to completion 

23 as the commissioner determines, prepare an account of the 

24 costs incurred in performing and preparing the report of such 

25 examinations which shall be charged to and paid by the 

26 companies examined, and upon failure or refusal of any company 

27 examined to pay such bi:l or bills, the same may be recovered 

28 in an action brought in the name of the state ~~ee~-e~e 

29 d~~ee~~en-e~-ehe-exeetlt~~e-eetlne~~, and the commissioner may 

30 also revoke the certi~lcate of authority of such company to 

31 transact business within this state. 

32 Sec. 303. Section 511.24, subsection 5, Code 1987, is 

33 amended to read as follows: 

34 5. For e~e~7-eep7-eE-6~7-?a?e~-~~~ed7-~~E~7-ee~t~-per 

35 Ee~~e7-a~d-~e~-ee~~~E7~~9-6~d affixing the official seal to 
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1 any paper filed with the divisio~, ~~~e ter. dollars. 

2 Sec. 304. Section 515.:28, s~bsection 5, Code 1987, is 

3 amended to read as f~:lows: 

4 5. For eve~y-eo~y-o!-a"y-~a~e~-f~ied,-ftEey-ee"e~-~e~ 

5 foi~o,-and-fo~-ee~~~fytn~-and affixi~g the official seal to 

6 any paper filed with the d:visior., five te~ dollars. 

7 Sec. 305. Section 520.!9, Corle 1987, is amended to read as 

8 follows: 

9 

10 
, , 
.~ 

~2 

13 

:4 
15 

16 

17 

18 

19 

20 

21 

22 

520.19 ANNUAL TAX -- FEES. 

In lieu of all other taxes, :icenses, charges, a~c fees 

whatsoever, such a~:orney sha:: pBy ann~ally ~e-the-d±~eeee~ 

o~-eMe-de~a~eme~t-of-~even~e-and-ftnanee,-o~-a-de~e3±to~y 

de~i9naeed-~y-the-d±~eeter-o€-the-de~ar~~ent-oE-~e~en~e-and 

tinenee7-on-aeeetlnt-of-~h~-~~~n~eet±on-oE-s~eh-btl~i~es~-~~ 

this-~tate7 pay to t:,e ccmn:ss:or.er the sarr:e fees as are ?aid 

by m~tual companies transac~:ng the same ~i~d of busi~e5s, a~~ 

an annual tax of two percent, if a domestic reciprocal 

organization, and two percent, i! a foreign reciprocal 

organization, ca:culated upon the gross premiums or deposits 

collected from subscribers in this state d~ring :he precedi~g 

calendar year, after deducting therefrom returns, or 

cancellations, and all a~ounts returned to subscribers or 

23 credited to their accounts as savings. and the amount returned 

24 upon canceled policies and rejected applicatio~s covering 

25 property situated or on business done within this state. 

26 DIVISION IV 

27 Sec. 401. Sectio~ 515.11, Code 1987, i£ amended to read as 

28 follows: 

29 515.11 PROHIBITE~ LOANS. 

30 No part of the capita: referred to shall be directly or 

31 indirectly loaned to any officer!. e~ director, stockholder~ 

32 employee of the compa~y or to a relative of anv officer or 

33 director of the company. 

34 Sec. 402. Sectlo~ 515.35. subsection 4, paragraph n, 

35 subparagraph (l). Code 1987, is amended to read as follows: 
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1 (1) A company organized under this c~apte: may invest up 

2 to e~e two percent of its admitted assets in securities or 

3 property of any kind, without restrictions or lim:ta:ions 

4 except those imposed on business co~porations in general. 

5 Sec. 403. Section 515.49, Code 1987, is amended by 

6 s~riki~g the sectior. and :nserting in lie~ the~e~: ~~e 

7 following: 

8 S~S.49 ~IMITATION ON R:SKS. 

9 A company shall not expose itself to loss on anyone risk 

:0 or hazard to an amount exceeding cen percen: of its surp:us to 

11 policyholders unless one of the following applies: 

12 1. The excess is reinsured in some othe: geed a~d reliable 

:3 company :icensed to sell insurance in this state. 

14 2. The excess is reinsured by a group of individllal 

15 unincorporated insure~s who are au~horized t~ se:l i~su~ance 

16 in at least one state of the United States and who possess 

17 assets which are held in trust for the benefit of the American 

18 policyholders in the sum of not less than fifty million 

19 dollars, and a certificate of such reinsurance shail be 

20 furnished to the insured. 

21 3. The excess is reinsured 

22 respect to the ceding insurer, 

with a company which has, with 

created a trust fund, made a 

23 deposit, or obtained letters of credit, on terms satisfactory 

24 to the commissioner. 

25 Sec. 404. Section 515.80, Code Supplement 1987, is amended 

26 by striking the section and inserting in l:eu thereof the 

27 following: 

28 515.80 FORFEITURE OF POLICIES -- NOTICE. 

29 No policy or contract of insurance, unless otherwise 

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

31 chapter shall be forfeited, suspended, or ca~celed for 

32 nonpayment of any premium, assess~en~, or instal:ment provided 

33 for in the policy, or in any note or contract for the payment 

34 thereof, unless within thirty days prior to, or on or after 

35 the maturity thereof, the company serves notice in wrlting 
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1 upon the insured tnat the premium. assessment. or installmerlt 

2 is due or to become due. stating ~he amount. and the amount 

3 necessary to pay the customary short rates. up to the time 

4 fixed in the notice when the insurance will be suspended. 

5 forfeited. or cance:ed. which shal: not be less than thirty 

6 days after service of the notice. which may be made in person. 

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

8 insured at ~he insured's pOSt offioe as given in or upon the 

9 policy, anything in the policy. application. or a separate 

:0 agreement to the contrary notwithstanding. A pos~ office 

:1 department receipt 0: cer:ified mailing sha:l be proof of 

12 receipt of the registe~ed ma::ing. However, ~otice of -
13 cancellation of a workers' compe~sation 90iicy due ~o 

:4 nonpayment of the pr2ffiium ~ay be ~ade in person, or by mail, 

15 as otherwise provided. but need no: be served by certified 

16 mail. 

17 Sec. 405. Section 515.81, Code Supplement 1987. is amended 

18 by striking the section and inserting in lieu thereof the 

19 following: 

20 515.81 CANCE~LATION OF POLICY -- NO~!CE ~O INSURED OR 

21 MORTGAG BE. 

22 Unless otherwise provided in section SIS.81A or 5iS.81B. at 

23 any time after the maturity of a premium. assessment. or 

24 installment provided :or in the policy, or any note or 

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

26 forfeiture, or cancellation of any policy or contract of 

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

28 short rates and costs of accion. if one has been commenced or 

29 judgment rendered theceon, and may, if the insured so elects, 

30 have the policy and all contracts or obligations connec~ed 

31 therewith, whethec in judgment or otherwise, cance~ed, and all 

32 such policy and cont~acts sha:: oe void; and in case of 

33 suspension, forfeiture. or cance~lation of any policy or 

34 contract of ~ns~rance, the insured shal: not be liable for any 

35 greater amount chan the shore rates earned at the date or such 
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1 suspension, forfeiture, or cancellatlon and ~he costs of 

2 action provided Eor in this sect:on. T~e policy may oe 

3 canceled by the insurance company by secvice of notice in 

4 writing upon the insured which notice sha:l fix :he date of 

5 cancellatio~ which shal: be not :ess ~ha~ te~ days a:ter 

6 se~Vlce of the notice. The ser~lce of notice ~ay be made i~ 

person, or by ma~li~g the not~ce :0 ~he ins~:ed a~ the 

8 insured's post office address as give~ in or U9cn ~~e ?ol~cy, 

9 or to another address given to the company 1n wr::lnq by the 

10 insured. A post office departmen~ receipc 0: cec:iEied or 

:1 registered mailing shail be deemed proof of receIpt cf the 

12 notice. :f t~e policy :5 cance:ed by the i~surance cQ~pany, 

13 the insurer may retain cnly the 9rO ra~a prem~il~, and if the 

14 initial cash pre~ium, or ar.y par~ :he~ecf, ~as ~ot bee~ paid, 

15 the policy ~ay be canceled by :he insurance company by giving 

16 no:ice to the insured and ten days' ~otice to :he mortgagee. 

17 or other person to whom the policy is made payable. if any, 

18 without tende~ing any part or portion of the premium, anything 

19 to the contrary in the policy notwithstand:ng. 

20 Sec. 406. NEW SECTION. SlS.8lA CANCELLATION OF 

21 COMMERCIAL LINES POLICIES OR CONTRACTS. 

22 1. A commercial line policy or contract of insurance, 

23 except a policy or contract for crop hail or multiperil 

24 insurance. which has not been previously renewed may be 

25 canceled by the insurer if it has been in effect for less than 

26 sixty days at the time notice of cancellation is mailed or 

27 delivered. 

28 2. A commercial line policy or contract of 1nsurance. 

29 except a poLicy or contract for crop hail or multiperil 

30 insurance. which has been renewed or which has been in efEec~ 

31 for more than sixty days shall not be canceled unless at least 

32 one of the ~ollowing conditions occurs: 

33 a. Nonpayment of premium. 

34 b. Misrepresentation or fraud made by or wi~h the 

3S Knowledge of the insured 1n obtaining the policy or contract. 
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1 when renewing the policy or contract, or i~ presenting a claim 

2 under the policy or conttact. 

3 c. Actions by the insured which substartially change or 

4 increase the risk insured. 

5 d. Determination by the commissioner that ~he continuation 

policy will jeopardize the ~nsurer's solvency or will 6 of the 

7 constitute a viOlation of the law of this or any other state. 

8 e. The insured has acted in a manner which the insured 

9 knew or should have known was in vio:ation or breach of a 

10 policy or contract term or condition. 

11 3. A co~~ercial line policy or contract of ins~rance, 

12 except a policy or co~tract :or . '. 
c~of? na:..;. or :nu: t i pe:: i 1 

13 insurance, may be canceled at a~y :i~e if the i~surer loses 

14 reinsurance coverage which provides coverage to the in5~rer 

lS for a significant portion of the underlyi~g r:sk insured ar.d 

::..6 :'f the comm':ssic:1e~ det.ermi:;.es that cancellation beca~se of 

17 loss of reinsurance coverage is justified. In determining 

18 whether a cancellation because oE loss of reins~rance coverage 

19 is justified, the commissioner shall consider all of the 

20 following factors: 

21 a. The volatility of the preniums charged for reinsurance 

22 in the market. 

23 b. The number of reinsurers in the market. 

24 c. The variance in the premil)ms for reinsurance offered by 

25 the reinsurers in the market. 

26 d. The attempt by the insure~ to obtain alternate 

27 reinsurance. 

28 

29 

30 

31 
32 

33 

34 

35 

e. Any other factors deemed necessary by the commissioner. 

4. A commercial line policy or contract 0: cl"!surance, 

except a policy or contract for crop hail or multiperil 

insurance, shall not be canceled except by notice to the 

insured as provided in this subsection. A notice of 

cancellation shall include the reason for cancellation of the 

policy or contract. A notice of cancellation is l"!ot effective 

unless mailed or delivered to the named insured and a loss 
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l payee at :east ten days ?rior :0 ~~e e:fecclve date 0: 
2 cancellation. or if the cance:lat~on is because of loss of 

3 reinsurance. at least thi,ty days prior :0 the effective date 

4 or cancellation. A ?ost ofElce de?a,t~ent certificate of 

5 ~ailir.g to the ~amed ir.sured at t~e address s~own :n the 

6 policy or cor.tract is 9:00: 0: 

7 ~owever. such a cert~ficate of 

rece~pt 

:na , 
l;:g ~ -

0: 
~s 

8 ca~cellation :s for ~o~payme~t cE preMi~m. 

the r1a • ~ ~ :.g ; 

:-:ot. =e~ul red 1 f 

9 Sec. 407. NEW SECT:ON. 515 . 813 NONRENEWA~ OF CO;·1.\lERC = AL 

10 ~:NES POLICIES OR CONTRACTS. 

11 An ins'..lre~ 5!1al: :;ot fail to rene',.; a cc::tfi"le::cial :':"ne policy 

12 C~ cor.t:act Qf :nsurance except by ~otice :0 the insured as 

13 pr~vided i:1 t.his sect::ic~. :Jonre:1ewa: of a cQr'r::erc:al l':"ne 

:4 policy or contract incl~des a decision oy t~e :~surer roOt to 

15 renew the policy or cor.t~act, a~ :ncrease in :he pre~:~m of 

16 twe~ty-five percent or more, an ir.crease :n ~~e deductible of 

17 twenty-five percent or more. or a material ,eduction in the 

18 limits or coverage of the policy or contrac:. nowever. a 

19 premium charge which is assessed after the beg~nning date of 

20 the policy period for which the premiu~ is cue shall not be 

21 deemed a premium increase for the purpose of t~is section. 

22 A notice of nonre~ewal is not effective un:ess mailed or 

23 delivered by the insurer to the :.a~ed insured a~d any loss 

24 payee at least forty-five days prlor to the expiration date of 

25 the ?olicy. If the insurer fails to meet the notice 

26 requirements of this section. the insured has the option of 

27 continuing the policy for the remainder of the notice period 

28 plus an additional thirty days at the pre~ium rate of the 

29 existing policy or contract. A POSt office department 

30 certificate of mailing to the named insured at the address 

31 shown in the policy or contract is ?roof of receipt of the 

32 mailing. 

33 This section applies to all forms of co~~erc~al property 

34 and casualty insurance written p~rsuant to this chapter. It 

35 does not apply lr the insurer has offered cO ,enew or if the 
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1 insured fai!s to pay a premi~m d~e or any advance premium 

2 required by the insurer for renewal. 

3 DIVISION V 

4 Sec. 501. Section 506.2, Code 1987, is amended to read as 

5 follows: 

6 506.2 SALE OF SECURITIES R2STRICTED. 

7 Neither the securities in en a domestic lnsurance company, 

8 nor securities in a holding company, one of the purposes of 

9 which is to organize, purchase, or otherwise acquire control 

10 of en a domestic insurance company, nor ~embers~ip in an 

11 association in process ot organization shall be sold or 

12 solicited until such company or association, and the promoters 

~3 thereof, shall have ~irst complied with al: of the statutory 

14 previsions regulat:ng ~h~ organizat~on of s~ch compdoies and 

15 associations, and a:50 ~ave secured E~om t~e co~~issioner of 

16 insurance a certificate indicati~g full corr.plia~ce with the 

17 provisions of 

18 Sec. 502. 

this c'~apter. 

Sec~ion 507C.20, 

19 amended to read as follows: 

Cvde Supplement 1987, is 

20 507C.20 DISSOLUTION OR SALE OF INSURER. 

21 The commissioner may petition for an oreer dissolving the 

22 corporate existence of a domestic insurer or the United States 

23 branch of an alien insurer domiciled in this stBce ae the time 

24 the commissioner applies for a liquidation order. The oourt 

25 shall order dissolution of the corporation upon petition by 

26 the commissioner upon or after the granting of a liquidation 

27 order. If the dissolution has not previously been ordered, it 

28 shall be effected by operation of law upon the discharge of 

29 the liquidator if the insurer is insolvent. However, 

30 dissolution may be ordered by the cour: upon the discharge of 

31 the liquidator if the insurer is under a l:quidation order for 

32 some other reason. Notwithstanding the above, upon 

33 application by the commissioner and following notice as 

34 prescribed by the court and a hearing, the court may sell the 

35 corporation as an entity, together with any of its licenses to 

-.!.4-
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1 do business. despite :he entry of an order o~ iiquidation. 

2 The saie may be made on terms and conditions :he cour: deems 

3 appropriate ~~e~~o~~~7-btle-~ee-%i~~~ed-ee7-e~e-~~aei~~-e~-~~e 

4 proeeed~-of-~Me-~e~e-o~-the-eor?orete-e~t~t7-a~d-t~ee~~ee-~~~~ 

5 8-~r~~t-!o~-the-oener~t-ef-~e±~e7he~de~9-~~e-e~ed~~~~~-w±~~ 

6 preeeed~-~e-oe-di~tr!o~ted-i~-~~~-~e~ner-~e~-~e~~h-~~-geet~~n 

7 Se~e~~2. However, the orde~ aporoving the sale shall provide 

8 that :he croceeds of the sale s~a~: beco~e cae: of t~e assets 

9 ~E the ~iquidation es~a~e, ~o be dist~ibu~ed i~ the ~anner set 

'0 ·o'·'n 'n sec· ion ~07C 47 -nd" that' -~e c-'oo'--e pnt'·y and .... :- .~. _! '-_, oJ .... '0 .... "_0' ~ ..... .. 0. .... _ .. _ .... 

11 its lice~ses sha:l thereaf:er oe :~ee and c~ea~ from the 

12 claims or :nterpsts of a~: claiman:s, c~ed::crsl 

13 policyho!ders. and stoc~holders of ~he corcoea~~cn under 

14 1iauidation. 

15 Sec. 503. 

16 fallows: 

Section 508.12. Code 1987. is a~ended 

17 508.12 peREf6N-eeMPANfES-~~¥-BEeeME-BeMES~fe 

18 REDOMESTICATION OF INSURERS. 

read as 

19 Any-eem~any An insurer which is organized ~nder the laws of 

20 any e~~er state e~-ee~~ery. and w~±e~-ha~-been is admitted to 

21 do business in this state for the purpose of writing insurance 

22 authorized by this chapter7-tl~en ~ay beco~e a domestic insurer 

23 ~ complying with section 491.33 and with all of the 

24 requirements of law relative to the organization and licensing 

25 of ~ domestic in~tlranee-ee~~an±e~-and-~e-the-exeetltien7 

26 ~±~i~97-~eeeroin9-and-ptlb%±s~±n9-e~-net±ee-eE-i~eerpera~ien 

27 a~d-payme~~-e~-ee~~erae±en-Eee~-by-i±~e-oe~eg~~e-ee~~orat±e~~, 

28 insurer of the same tYDe and ~ des:gnati~g :cs principal 

29 place of business ae-a-piaee in this state. andl upon payment 

30 to the commissioner of insurance of a transfer tax in a sum 

31 equal to twenty-five percent of the premium tax paid pursuant 

32 to the provisions of chapter 432 for the ~ast calendar year 

33 immediately preceding its becoming a domestic corporation or 

34 the sum of ten thousand dollars. whichever is the lesser but 

35 not less than one thousand dollars'l may become a domestic 
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corporation and be e~titled to ~ike certif:cates of its 

corporate existence and license to transact ousiness in this 

state, and be subjec: in all respects to the authority and 

jurisdiction thereof. 

The certificates ~f authority, agent's appoin~ments and 

licenses, rates, and other :tems which are in existence at the 

time any insurer transfers its corporate domicice to this 

state, pursuant to this section, shall continue i~ full force 

and effect upon such transfer. For purposes of existing 

authorizaticns and all ether corporate our~oses, the insurer 

is deemed the sa~e entity as it was prior to the transfer of 

its domicile. All outstanding policies of any transferring 

ins~rer sha:: remain i~ full force and effect and need no~ be 

14 endorsed as to a~¥ new name of the company or its new location 

15 unless so ordered by the commissioner of insura:'.ce. 

16 Sec. 504. Section 5158.1, Code 1987, IS amended to read as 

17 follows: 

18 515B.l SCOPE. 

19 This chapter shall apply to all kinds of direct insurance 

20 a~thorized to be written by an insurer licensed to operate in 

21 this state under chapter 515 or chapter 520, exce~t life, 

22 title, surety, fidelity, disability including accident and 

24 

25 

26 

27 

28 

29 

23 health, credit, mortgage guaranty, ocean marine insurance, 

financial guaranty or other forms of insurance offering 

protection against investment risk, automobile warranty 

coverage, or insurance written pursuant to 15 U.S.C. § 3901 et 

seq., or any transaction which, although denominated as 

insurance, does not result in the transfer of an insurance 

risk. 

30 

31 

32 

33 

34 

35 

Sec. 505. Section 5158.2, subsection 3, paragraph b, Code 

1987, is amended by striking the paragraph and inserting in 

lieu thereof the following: 

b. The claim is one by an insured for damage to p~operty 

permanently located in this state. 

Sec. 506. Section 5158.2, subsection 3, unnumbered 



S.F. H.F. 

1 paragraph 2. Code 1987. is amended by st~ik~ng [he paragraph 

2 and inserting :n iieu thereof the fol:ow:ng: 

3 'fCove~ed claim!' does not include an amou~t due any 

4 reinsu~er, insure~, i~5~rance pool, unde~writ:ng association, 

5 or other group assumi~g insura~ce :isks, as s~brQgat:o~, 

6 concr~buc~on, or ~~dem~ity recoveries or 8the~wise; a portien 

7 of a claim ~hat is within an insl;red's ded~ct:ble c~ sel~-

8 insured ~etenticn; a claim for ~near~ed prem~um calculated on 

3 a ret:cspective basis, experie~ce-rated plan, or prerr.iu~ 

10 s~bject to adjus=ment after ~erminatic~ o~ the policy; an 

1: amount due an attorney, adjuster, or witness as eees for 

12 services rendered to the ir.sclvent i~s~rer; a fine, pena:ty, 

13 interest, or pur.itive or exemplary ca~ages; 0: a claim u~de~ a 

14 policy issued by an insolvent insurer wit~ a deductible or 

15 sel:-insu~ed retentio~ oE :wo ~undred ~housa~d d~llars or 

16 more. A claim under a liability policy shall be Corlsldered :0 

17 be a covered claim if as of the deadline set for the filing of 

18 claims against the insolvent insurer or its li~uidator. the 

19 insured is a debtor in a liquidation bankruptcy under 11 

20 U.S.C. § 701 et seq. This paragraph does not prevent a person 

21 from presenting a noncovered claim to the insolvent insurer or 

22 its liquidator. but the noncovered claim shall not b~ asserted 

23 against any other person. including the person to whom 

24 benefits were paid or the insured of the inso:vent insurer. 

25 except to the extent that it is outside ~he coverage of the 

26 policy issued by the insolvent insurer. 

27 Sec. 507. Section 5158.5. subsection 1. paragraph a. Code 

28 1987. is amended to read as follows: 

29 a. Be obligated to the extent of ~he covered claims 

30 existing prior to the determination of inso:vency and arising 

31 within thirty days after the determination of insolvency. or 

32 before the policy expiration date if less than thir:y days 

33 after the determination. or before the insured replaces the 

34 policy or on request e:fects cancellation if the insured does 

35 so within thirty days of the determination. This obligation 



S.F. 

1 includes only the amount of a ccvered claim which lS in excess 

2 of one hundred dollars and less than three hundred thousand 

3 dollars for all damages arising cut of anyone accldent, 

4 occurrence, or incident regardless of the number of persons 

5 k · l' Ie • l' f th . 1 . rna 109 calms. ~ ~:\e po lCY 0 .. e lnso_vent lnsurer 

6 contalned an aggregate limit, the association shall not be 

7 obligated for more than three hundred thousand dollars on an 

8 aggregate basis. However, the association shall pay the full 

9 amount of a covered claim arisin~ out of a workers' 

10 compensation policy. In addition, the association is not 

11 liable for an amount in excess of the 5pee±f~ed-~~mit5-ef-8 

l2 por~ey lesser of ~hree hundred t~ousand dollars Or the Do~icy 

~3 limits, regardless of the theory under which or the ty?e of 

14 damages for which the association is al:eged to be liable. 

15 Sec. 508. Section 5158.9, subsection 2, Code 1987, is 

16 amended to read as follows: 

17 2. A person having a claim which may be recovered under 

18 more than one insurance guaranty association or its equivalent 

19 shall seek ~ecovery first from the association of the place of 

20 residence of the insured. However, if the claim is a ~ir~t 

21 party claim for damage to property with a permanent location, 

22 recovery shall be first sought from the association of the 

23 location of the property. If the claim is a workers' 

24 compensation claim, recovery shall be first sought from the 

25 association of the residence of the claimant. A-pergen-9ha~~ 

26 fto~-reeeVer-aft1-a~etint-ef-the-pe~gen~5-ela±m-89ain5t-the 

27 ift5Hred-in-exee99-e£-the-ame~nt-r.eee~ered-er-reeeverable-eroffl 

28 the-a9gee~ation-exeept-to-the-e~tent-r.he-e~a~~-exeeed~-the 

29 por~e,-limi~5-ef-the-ingel.ent-~ngtlrer~ Any sums recovered 

30 from any other guaranty association or equivalent organizatio~ 

31 shall be subtracted from the maximum liability of ::hc; 

32 association under section 5158.5 i subsecti()~ :, paragIap~ l!a l1 

33 

34 

Sec. 509. NEW SECTION. 5158.18 ?ROHI8!~E0 ADVERT!SING. 

A person shall not advertise or 9ublish~ in connectj.on wich 

35 the sale of an insuraIlce policy, that claims under the 

-18-



S.f. ~.F. 

1 insurance policy are su~ject t~ this chapter or will be pald 

2 by the Iowa insurance gua~ar.ty association. 

3 Sec. 510. Section 518A.l, s~bsection 1, paragraph d, Code 

4 1987, is amended to read as follows: 

5 d. Any automobile 0: aircraft or other vehIcle, ~nclud~ng 

6 loss, expense, or liability ~esu:t:~g from the owne~ship, 

7 mainte~ance, cr use :~e~eof, 8~: s~all not inc~~de,-bj-ee~~~~ 

8 mtlttlBl~~ insurance aga~nst bodily injury to the person. 

9 

10 Sec. 601. 

DIV:S:ON V: 

Sec:io~ 515D.5, unnunbered pa~agraph ~, Cede 

11 1987, is amended to read as fCllows: 

12 Notwithstanding :he provisions of gee~±on-5~5~ei-no 

13 sections 515.80 th~o~gh 5:5.8:A, a no~ice of 2d~cellat:or. c: a 

14 policy shall not be ef:ective unless mailed or delivered by 

15 the insurer to the ~amed i~sured at lea5~ :we~ty days prior to 

16 the effective date of cancella~io~, or, where the cancel:atior. 

17 is for nonpayment of premium notwithstanding the provisions of 

18 geet~on sections 515.80 and 5IS.81A at least ten days prior to 

19 the date of cancellation. A post-office department 

20 certificate of mailing co the ~amed insured at the address 

21 shown in the policy shall be proof of receipt of such mailing. 

22 Unless the reason accompanies the notice of cancellation, the 

23 notice shall state that, upon written request of the named 

24 insured, mailed or delivered to the insurer not less than 

25 fifteen days prior to the date of cancellation, the insurer 

26 will state the reason for cancellation, together with 

27 notification of the right to a hearing before the commissioner 

28 within fifteen days as provided he~ein in this chapter. 

29 Sec. 602. Section 515D.7, unnumbered paragraph 1, Code 

30 1987, is amended to read as ~ollows: 

31 No Notwithstanding the provisions of sections 515.80 

32 through 515.81B, an insurer shall not fail to renew a policy 

33 except by notice to the insured as provided in this chapter. 

34 A notice of intention not to renew shall not be effective 

35 unless mailed or delivered by the insurer to the named insured 

-:9-
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1 at least thirty days prior to ~he expiration date of the 

2 policy. A post-office depart~ent certificate of mailing :0 
3 the named insured at the address shown in the policy shall be 

4 proof of receipt of such mailing. Unless the reason 

5 accompanies the ~ot:ce of i~tent no: to renew, the notice 

6 shall state that, upon written request of the named insured, 

7 mailed or delivered to the ins'Her not :es£ than twenty days 

8 prior to the expiration date of the policy. che insurer will 

9 state the reaSOll tor nonrenewal. 

10 Sec. 603. NEW SEC~ION. 508.39 DIVIDENDS. 

11 The directors or managers of a stock company. incorporated 

12 under the laws of this state, shall make no dividends excep: 

13 from the earned prc~~.ts arisi~g Ercm ~heir bus~nes5, which 

14 shall not include contributed capical or cor.tr:buted surplus. 

15 Sec. 604. NEW SECTION. 514F.3 PREFERRSD PROVIDERS. 

16 The commissioner of insurance sta:: adopt :ules :or 

17 preferred provider contracts and organizations, both those 

18 that limit choice of specific provider and those that do not. 

19 The rules adopted shall include, but not be limited to, the 

20 following subjects: preferred provider arrangements and 

21 participation requirements, health benefit plans, and civil 

12 penalties. 

23 DIVISION VII 

24 Sec. 701. Section 294.16, Code 1987, is amended to read as 

2S !'ollows: 

26 294.16 ANNUITY CONTRACTS. 

27 At the request of an emp::.cyee through contractual agreemen;: 

23 a school distr i.ct rcay ?\:rchase group or in<iivldual an,_:l Cj 

29 contracts for emplovees r from a~ insurance ~rga:!~~~:~on ~r 

30 mutual ~und the employe~ chooses that is aut~or~zed to ~o 

31 b~sine~3 in this state and throljgh a~ Iowa-li=e~sed i:~~:ur~nce 

~2 agent or Ec:.r-=o:::!!l"----a=---=.se....:_~~l.;:t~es deale::.-.' salesDe~sv!!_ .. _('.:.~_---.:(~~:,I,~~:..,~'_ E.unj. 
..... "....... ... xX¥" _-=-""",.-""_ 

33 re9isterc~._ i.r: thisuo_~.:':~.i.:_~ ~rla;~ the e~ployee s;_:~ct51 :cr 

34 :etirement or other ~ur~os~s, an~ ~ay make pay:cll ded~c~j_o:~s 

3S in acccrd.:"'-:CE~ wit~, ... ::e arrar.~eme:\ts f-:);: t:'~~. ~_"'j:'~os:,; )f pQ.yi:H~ 

-20-
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1 the enti:e premium due a~d to become due under Lhe cont~ac:. 

2 The deductions sha~~ be made in t~e manner ~h:ch will qualify 

3 the annuity premiums for the ber.eti~5 under sec~ion 403(b) of 

4 the Interna: Revenue Code of ~9S4, as de~i~ed in section 

5 422.3. The employee's eights under the an~u~ty contract ace 

6 nonforfeitable excep~ fer the failure to pay premi~ms. 

7 e~~se±ng-tex-~~e±tered-a~M~~t7-eeRe~~e~-±~-~o-ee-~e~±aeeo-by-~ 

8 ~e~-eeftereet-~~e-8~ent-er-~e~~e~e~~~~±~e-e€-~~~-eompaft~-~~~~~ 

9 S~bffl~~-~-tetee~-e~-~nte~~-~~-re~i~~~~ed-~e±;-~e-~~e-eempa~7 

:l fow8,-~nd-to-~~e-age~~~e-e~-repre~eMeet~~e~~-~w~-ee~~e~~-a~ 

12 lea~t-t~±~ty-dey~-p~~e~-ee-a~y-ae~±e~.--?ft~~-±et~e~-~E-~~te~~ 

13 3~a±~-eonta±n-the-po~~ey-ntl~oe~-a~d-de~e~i~tieM-o~-~~e 

14 eont~ae~-beiMg-re~ieeed-and-e-dese~iptie~-oE-the-~e~~aee~e~~ 

16 Sec. 702. Sect:on 521.5, Cede :987, is ame~ded to read as 

17 follows: 

18 521. 5 COMMISSION TO HEAR PETI'1'ION. 

19 

20 

For the 

commission 

purpose of hearing and determining such petition, a 

consisting of the geverftor, commissioner of 

21 insurance, and attorney general is hereby c~eated. fft-~he 

22 ~"ab~i~~y-of-~he-geVerfter-to-aet,-the-seere~ar~-ef-~~a~e-mey 

23 ae~-~"-ehe-gever"eris-~te8d. 

24 Sec. 703. Section 523C.l, Code 1987, ~s amended by adding 

25 the following new subsections: 

26 NEW SUBSECTION. 5. "Reserve account agreement" means an 

27 agreement entered into between a licensed service cempany and 

28 a depository under 

29 NEW SUBSECTION. 

section 523C.11. 

6. "Depository" means an institution 

30 deslgnated by the corr~issioner as an au~horlzed custodian 

31 purposes of sections 523C.5 and 523C.11. 

32 NEW SUBSECTION. 7. "Custodian" means an institution 

for 

33 meeting the 

34 institution 

requirements established by :he co~~issioner which 

has entered into a custodial agreement or reserve 

35 account agreement with a licensed service company. 

-21-
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1 NEW SUBSECTION. 8. "C~stodial agreement" means a~ 

2 agreement ente~ed into between a l:censed service company and 

3 a custodian under section S23C.S. 

4 NEW SUBSECTION. 9. "Custodial account" ,11eans an account 

5 established by agreement betweer. a licensee service company 

6 and a custodian under sect:on 523C.S. 

7 Sec. 704. Section S23C.3, subsection 2, paragraph b, Code 

8 1987, ~s amended to read as follows: 

9 b. A surety bond or a copy of custodial agreement as 

10 provided in section 523C.5. 

11 Sec. 705. Section 523C.5, Code 1987, is amended to read as 

12 follows: 

13 

14 

IS 

16 

17 

18 

523C.5 REQUIRED BOND. 

To assure the faithful performance of obligations under 

residential service contracts issued and oLts~anding in this 

state, a service company shall, prior to the issuance or 

renewal of a license, file with the commissioner a surety bond 

in the amount of one hundred thousand dollars, which has been 

19 issued by an authorized surety company and approved by the 

20 commissioner as to issuer, form, and contenes or establish a 

21 custodial account in the amount of one hundred thousand 

22 dollars at an authorized depository. The bond or custcdial 

23 account shall not be canceled or be subject to cancellation 

24 unless thirty days' advance notice in writing is filed with 

25 the commissioner. Notwithstanding ~he-provi~ie~~-of chapter 

26 l7A, if a bond or custodial account is canceled for any reason 

27 and a new bond or notice that a new custodial account: has been 

28 established in the required amount is not received by the 

29 commissioner on or before the efEect~ve date of cancellation, 

30 the license oE the service company is automatically revoked as 

31 of the date the bond or custodial account ceases to be in 

32 effec:. A service company whose license is revoked under !-' . .... !"'llS 

33 sec:ion may file an application for a new license pursuant ~o 

34 section 523C.3. 

35 The bond or custodial account posced by a service company 

-22-
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1 pursuant to this section s~a:~ ~e for t~e benef:t of, and 

2 subject to recovery thereon ~y any resident:a! service 

3 contract holder sustai~ing ac:ionable i~jury d~e to the 

4 failure of the serv:ce co~pany :0 faithful:y ~ereorm :ts 

5 obligations undey a res:de~:ial service con:~act because of 

6 insolvency of the service corrpany. 

7 If a service company ceases ~o do business 4 .. ~his sta:e 

8 and furnishes to the corrmissioner satisfac:ory proof that i~ 

9 has discharged all cbligatiQ~s to co~trac~ holders, the s:i~e~y 

:0 bond or custodial accoun: shall ~e released. 

':'he comrnissione:- may by r:..l.le designate i!1.~_t':'tutions 

12 aut~orized to act as a deoosi:orv ~nder :his sect:on and 
--=----==--'------~ . -

13 establish requirements for c~stodians, c~st9d~a: a9reenen~s, 

14 c~stodial accounts, :he method of val~inc no~cash asse:s 
~ ---

15 held i~ a custodial accoun~ which the co~miss_cner believes 

16 necessary ~o prctect t~e ~olders of reside~tial serVlce 

17 

18 

contracts issued and outstanding in this state. 

Sec. 706. Section 523C.6, unnumbered paragraph 2, Code 

19 1987, is amended to read as follows: 

20 ror purposes of this chapter, "net worth" means the excess 

21 of all assets over all liabilities including required 

22 reserves, but excluding assets held in a custodial account 

23 under section 523C.5, computed in accordance with generally 

24 accepted accounting principles. At least twenty thousand 

25 dollars of net worth shall consist of paid-in capital. 

26 Sec. 707. Section 523C.ll, subsection 1, Code 1987, is 

27 amended to read as follows: 

28 A service company shall maintain in an independent 

29 depository a reserve account containing cash or marketable 

30 securities in an amount equal to fifty percent of aggregate 

31 annual fees collected on residential service contracts issued 

32 in this state, if any, a~~-~e~ less actual expenditures for 

33 services rendered under those contracts. 

34 Sec. 708. Section 523C.ll, Code 1987, is amended by adding 

35 the following new subsection: 

-23-
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1 NEW SUBSECTION. 4. The corr~issioner m~y by rule designqte 

2 institutions authorized to qct as a depository under this 

3 section and may establish requirements for reserve accounts, 

4 reserve account agreements, or the method of valu~ng 

5 marketable securities which the co~~issioner believes 

6 necessary to protect the holders of res:dential serVIce 

7 contracts issued and outstanding in this state. 

8 SIMILAR TO HSB 692 (LSB 7628DH) 
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1 DIVISION I 

2 Section 101. Section 505.12, Code 1987, is amended to read 

3 as follows: 

4 505.12 LIFE INSURANCE -- ANNUAL REPORT. 

5 Before the first day of Angn~e September the commissioner 

6 of insurance shall make an annual report to the governor of 

7 the general conduct and condition of the life insurance 

8 companies doing business in the state, and include therein an 

9 aggregate of the estimated value of all outstanding policies 

10 in each of the companies; and in connection therewith prepare 

11 a separate abstract thereof as to each company, and of all the 

12 return~ and statements made to the commissioner by them. 

13 Sec. 102. section 505.13, subsection 1, Code Supplement 

14 1987, is amended to read as follows: 

15 1. The commissioner shall annually cause the preparation 

16 and printing of a report to be delivered to the governor. The 

17 report shall 

18 of insurance 

19 organized or 

20 be deli vered 

21 each year. 

22 Sec. 103. 

23 follows: 

contain information from the statements required 

companies, other than life insurance companies, 

doing business in the state. The reports shall 

on or before the first day of Angnse September 

Section 508.13, Code 1987, is amended to read as 

24 508.13 ANNUAL CERTIFICATE OF AUTHORITY. 

2S On receipt of the deposit provided in section 511.8, 

26 subsection 16, and the statement, and the statement and 

27 evidence of investment of foreign companies, all of which 

28 shall be renewed annually, by the first day of March, the 

29 commissioner of insurance shall issue a certificate setting 

30 forth the corporate name of the company, its home office, that 

31 it has fully complied with the laws of the state and is 

32 authorized to transact the business of life insurance for the 

33 ensuing year, which certificate shall expire on the first day 

34 of May June of the ensuing year, or sooner upon thirty days' 

35 notice given by the commissioner, of the next annual valuation 

-1-
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'~ 1 of its policies. Such certificate shall be renewed annually, 
2 upon the renewal of the deposit and statement by a domestic 

'. 

-. 

3 company, or of the statement and evidence of investment by a 

4 foreign company, and compliance with the conditions above 

5 required, and be subject to revocation as the original 
6 certificate. 

7 Sec. 104. Section 510.14, Code 1987, is amended to read as 
8 follows: 

9 510.14 CERTIFICATE OF AUTHORITY. 
10 Upon compliance with the provisions of this chapter by an 

11 association, the commissioner of insurance shall issue to it a 

12 certifi.cate, setting forth that it has fully complied with the 

13 provisions of this chapter, and is authorized to transact 

14 business for a period of one year from May June 1 of the year 

15 of its issue. 

16 Sec. 105. Section 512.29, Code 1987, is amended to read as 

17 follows: 

18 512.29 CERTIFICATE OF AUTHORITY -- FEES. 

19 If the commissioner shall approve the articles and also the 
20 bylaws or rules, the commissioner shall issue to the society, 

21 order, or association a certificate of authority, authorizing 
22 

23 

24 

25 

26 

27 
28 

29 
30 

31 

32 

33 
34 

35 

it to transact business within this state for a period of one 

year from the first day of May June of the year of its issue, 

for which certificate and all proceedings in connection 

therewith, there shall be paid to the commissioner a fee of 
~we~~y-£~ve one hundred dollars, and for each annual renewal 

thereof a like fee shall be paid. 
Sec. 106. Section 512A.3, Code 1987, is amended to read as 

follows: 

512A.3 INCORPORATION MANDATORY. 

Before a benevolent association shall operate in this state 

it shall first incorporate in accordance with the laws of this 

state, and the articles of incorporation and bylaws shall be 

submitted to the commissioner. If the commissioner finds they 

conform to the requirements of the law and all rules and 

-2-



S.F. H.F. 

1 regulations promulgated under this chapter, the commissioner • 

2 shall approve the articles of incorporation and file them with 

3 the secretary of state. Every benevolent association at the 

4 time of its incorporation shall submit its general plan of 

5 operation to the commissioner and if the commissioner finds it 

6 conforms to the requirements of the law and all reasonable 

7 rules and regulations promulgated under this chapter, the 

8 commissioner shall issue a license to expire on the first day 

9 of May June after issuance. Sa±d The license shall be renewed 

10 from year to year upon application of the association, if the 

11 commissioner finds from examination that it has conformed to 

12 the re~uirements of all laws and regulations applicable 

13 thereto. 

14 Sec. 107. Section 515.42, Code 1987, is amended to read as 

15 follows: 

16 515.42 TENURE OF CERTIFICATE -- RENEWAL -- EVIDENCE. 

17 Such certificate of authority shall expire on the first 

18 of May June next succeeding its issue, and shall be renewed 

19 annually so long as such company shall transact business in 

20 accordance with the requirements of law; a copy of which 

21 certificate, when certified to by the commissioner of 

22 insurance, shall be admissible in evidence for or against a 

23 company with the same effect as the original. 

24 Sec. 108. Section 518.15, unnumbered paragraph 2, Code 

25 1987, is amended to read as follows: 

26 Such associations shall pay the same expenses of any 

day 

27 examination made or ordered to be made by the commissioner of 

28 insurance and the same fees for the annual reports and annual 

29 certificates of authority as are required to be paid by 

30 domestic companies organized and doing business under chapter 

31 515, which certificates shall expire May June 1 of the year 

32 following the date of issue. 

33 Sec. 109. Section 519.9, Code 1987, ~s amended to read as 

34 follows: 

35 519.9 FEES. 
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1 Such a mutual insurance corporation shall pay the same fees 
2 for admission into the state, for annual reports, and for 
3 annual certificates of authority as are required to be paid by 
4 domestic mutual companies organized and doing business under 
5 chapter 515; such certificate shall expire M8Y June 1 of the 
6 year following the date of its issue. 
7 Sec. 110. Section 520.12, Code 1987, is amended to read as 
8 follOWS: 

9 520.12 CERTIFICATE OF AUTHORITY. 

10 Upon compliance with the requirements of this chapter, the 

11 commissioner of insurance shall issue a certificate of 
12 author~ty or a license to the attorney. authorizing the 
13 attorney to make such contracts of insurance. which license 
14 shall specify the kind or kinds of insurance and shall contain 

15 the name of the attorney. the location of the principal office 
16 and the name or designation under which such contracts of 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

insurance are issued. Stteh-%±ee"~e-~h8ii-be-renewed-8nntt8iiy 

ttpo"-8-~how±n~-~h8~-~he-~~8"d8rd-of-~oiveney-reqtt±red-he~e±n 

h8~-been-ma±"~e±ned7-end-~h8e-ei%-fee~-end-ee~e~-reqtt±red-h8ve 

been-~e±d The certificate of authority shall expire on the 

first day of June next succeeding its issue. and shall be 
renewed annually as long as the company transacts business in 
accordance with the requirements of law. 

DIVISION II 

Sec. 201. Section 87.4. unnumbered paragraph 2, Code 1987. 

is amended to read as follows: 
27 A self-insurance association formed under this section and 
28 an association comprised of cities or counties. or both, which 

29 e"~er~ have entered into an agreement under chapter 28E for 
30 the purpose of establishing a self-insured ~rottp-pien program 
31 for the payment of workers' compensation end benefits are 
32 exempt from taxation under section 432.1. 

33 Sec. 202. Section 87.4, Code 1987, is amended by adding 
34 the following new unnumbered paragraph: 
35 NEW UNNUMBERED PARAGRAPH. A self-insured program for the 
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1 payment of workers' compensation benefits established by an 

2 association comprised of cities and counties, or both, which 

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

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

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

6 payment of premiums due relieves the member from obtaining 

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

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

9 of insurance for review and approval prior to its 

10 implementation and is ~ot subject to rules or rates adopted by 

11 the commissioner relating to workers' compensation group self-

12 insura~ce programs. Such a program is deemed to be in 

13 compliance with this chapter. 

14 Sec. 203. Section 508C.ll, subsection 1, paragraph c, Code 

15 Supplement 1987, is amended to read as follows: 

16 c. In a liquidation or rehabilitation proceeding involving 

17 a domestic insurer, be appointed as the liquidator or 

18 rehabilitator. £~-a-~o~e±gn-or-ai±en-membe~-±n~tt~e~-±~ 

19 ~ttb;ee~-~o-a-l±qtt±da~±on-~roeeed±ng-±n-±~~-dom±e±l±a~y 

20 ;tt~±~d±e~ion-o~-~~a~e-of-en~~y,-~"e-eommi~~±one~-~hall-be 

21 a~~oin~ed-eonse~¥a~o~. 

22 Sec. 204. Section 508C.12, subsection 1, paragraph b, Code 

23 Supplement 1987, is amended to read as follows: 

24 b. Report to the board of directors when the commissioner 

25 has taken any of the actions set forth in paragraph "a" or has 

26 received a report from any other commissioner indicating that 

27 any-~tte"-ae~ion-"a~-been-taken-±n-anothe~-~tate a member 

28 insurer is impaired or insolvent. Reports to the board of di-

29 rectors shall contain all significant details of the action 

30 taken or the report received from another commissioner. 

31 Sec. 205. Section 511.8, subsection 10, paragraph a, Code 

32 Supplement 1987, is amended to read as follows: 

33 a. Real estate in this state which is necessary for the 

34 accommodation of the company or association as a horne office 

35 or in the transaction of its business. In the erection of 
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1 buildings for such purposes, there may be added rooms for 
2 rent. Before the company or association invests any of its 

3 funds in accordance with this paragraph it shall first obtain 

4 the consent of the exeette±¥e-eottne±%-o£-eh±~-~eaee 

5 commissioner. The maximum amount which a company or 
6 association shall be permitted to invest in accordance with 

7 these provisions shall not exceed ten percent of the legal 
8 reserve. However, a stock company may invest such portion of 

9 its paid-up capital, in addition to ten percent of the legal 

10 reserve, as is not held to constitute a part of its legal 

11 reserve, under section 508.36, and the total legal reserve of 

12 the company shall be equal to or exceed the amount of its 
• 

13 paid-up capital stock. 
14 Sec. 206. Section 511.24, subsection 6, Code 1987, is 

15 amended by striking the subsection. 
16 Sec. 207. 

17 l. Chapter 510, Code 1987, is repealed. 

18 2. Sections 507.5 and 515.43, Code 1987, are repealed. 

19 DIVISION III 

20 Sec. 30l. Section 507.1, Code 1987, is amended to read as 

21 follows: 
22 507.1 "COMPANY" DEFINED. 

23 ~he-wo~d-~eom~any~-a~ As used in this chapter L ~"a%%-m~an 

24 "company" means all companies or associations organized under 

25 the provisions of chapters 508, 510, 511, 512, 512A, 514, 
26 514B, 515, 515C, 518A, associations subject to the provisions 

27 of chapters 518 and 520, and all companies or associations 
28 admitted or seeking to be admitted to this state under the 

29 provisions of any of the chapters herein referred to. 

30 Sec. 302. Section 507.8, Code 1987, is amended to read as 

31 fOllows: 
32 507.8 PAYMENT BY COMPANY. 
33 The commissioner shall upon the completion of an 
34 examination, or at such regular intervals prior to completion 

35 as the commissioner determines, prepare an account of the 
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1 costs incurred in performing and prepar~ng the report of such 

2 examinations which shall be charged to and paid by the 

3 companies examined, and upon failure or refusal of any company 

4 examined to pay such bill or bills, the same may be recovered 

5 in an action brought in the name of the state tt"de~-~"e 

6 d~~ee~~e"-e~-~"e-exeett~~ye-eea"c~%, and the commissioner may 

7 also revoke the certificate of authority of such company to 

8 transact business within this state. 

9 Sec. 303. Section 511.24, subsection 5, Code 1987, is 

10 amended to read as follows: 

11 5. For eye~y-ee~y-e~-a"y-~a~e~-~±%ed7-~±rey-ee"es-per 

12 re%±e7~a"d-~e~-ee~~±~Y±"9-and affixing the official seal to 

13 any paper filed with the division, f±Ye ten dollars. 

14 Sec. 304. Section 515.128, subsection 5, Code 1987, is 

15 amended to read as follows: 

16 5. For eyery-eepy-ef-any-~aper-f±%ed7-f±f~y-een~s-~e~ 

17 fe%±e7-a"d-~er-eer~±fy±n9-a"d affixing the official seal to 

18 any paper filed with the division, f±Ye ten dollars. 

19 Sec. 305. Section 520.19, Code 1987, is amended to read as 

20 follows: 

21 520.19 ANNUAL TAX -- FEES. 

22 In lieu of all other taxes, licenses, charges, and fees 

23 Whatsoever, such attorney shall ~ay annually ee-e"e-d±~eeeer 

24 ef-e"e-deparemene-e~-~eyenae-a"d-f±nanee7-e~-a-depes±eery 

25 deS±9"aeed-by-~"e-d±reeeer-e~-e"e-deperemen~-ef-reyentte-and 

26 f±"enCe7-en-eeeettn~-e~-e"e-eransaee±en-e~-stte"-btts±ness-±n 

27 ~"±s-Seaee7 pay to the commissioner the same fees as are paid 

28 by mutual companies transacting the same kind of business, and 

29 an annual tax of two percent, if a domestic reciprocal 

30 organization, and two percent, if a foreign reciprocal 

31 organization, calculated upon the gross premiums or deposits 

32 collected from subscribers in this state during the preceding 

33 calendar year, after deducting therefrom returns, or 

34 cancellations, and all amounts returned to subscribers or 

35 credited to their accounts as savings, and the amount returned 
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1 upon canceled policies and rejected applications covering 
2 property situated or on business done within this state. 

3 DIVISION IV 
4 Sec. 401. Section 515.11, Code 1987, is amended to read as 
5 follows: 
6 

7 
8 
9 

10 

11 

12 

13 

14 

15 
16 

17 
18 
19 
20 

21 

515.11 PROHIBITED LOANS. 

No part of the capital referred to shall be directly or 
indirectly loaned to any officer, or director, stockholder~ 
employee of the company or to a relative of any officer or 
director of the company. 

Sec. 402. Section 515.35, subsection 4, paragraph n, 
subpar~graph (1), Code 1987, is amended to read as follows: 

(1) A company organized under this chapter may invest up 
to ofte ~ percent of its admitted assets in securities or 

property of any kind, without restrictions or limitations 
except those imposed on business corporations in general. 

Sec. 403. Section 515.80, Code Supplement 1987, is amended 
by striking the section and inserting in lieu thereof the 
following: 

515.80 FORFEITURE OF POLICIES -- NOTICE. 

No policy or contract of insurance, unless otherwise 
22 provided in section sls.8lA or sls.81B, provided for in this 

23 chapter shall be forfeited, suspended, or canceled for 
24 nonpayment of any premium, assessment, or installment provided 

25 for in the policy, or in any note or contract for the payment 
26 thereof, unless within thirty days prior to, or on or after 
27 the maturity thereof, the company serves notice in writing 
28 upon the insured that the premium, assessment, or installment 

29 is due or to become due, stating the amount, and the amount 
30 necessary to pay the customary short rates, up to the time 

31 fixed in the notice when the insurance will be suspended, 
32 forfeited, or canceled, which shall not be less than thirty 

33 days after service of the notice, which may be made in person, 
34 or by sending by certified mail a letter addressed to the 

35 insured at the insured's post office as given in or upon the 
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1 policy, anything in the policy, application, or a separate 

2 agreement to the contrary notwithstanding. 

3 Sec. 404. Section 515.81, Code Supplement 1987, is amended 

4 by striking the section and inserting in lieu thereof the 

5 following: 

6 515.81 CANCELLATION OF POLICY -- NOTICE TO INSURED OR 

7 MORTGAGEE. 

8 Unless ~therwise provided in section SlS.81A or SlS.81B, at 

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

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

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

12 forfei~ure, or cancellation of any policy or contract of 

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

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

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

16 have the policy and all contracts or obligations connected 

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

• 

18 such policy and contracts shall be void; and in case of ~ 

19 suspension, forfeiture, or cancellation of any policy or 

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

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

22 suspension, forfeiture, or cancellation and the costs of 

23 action provided for in this section. The policy may be 

24 canceled by the insurance company by service of notice in 

25 writing upon the insured which notice shall fix the date of 

26 cancellation which shall be not less than ten days after 

27 service of the notice. The service of notice may be made in 

28 person, or by mailing the notice to the insured at the 

29 insured's post office address as given in or upon the policy, 

30 or to an other address given to the company in writing by the 

31 insured. A post office department receipt of certified or 

32 registered mailing shall be deemed proof of receipt of the 

33 notice. If the policy is canceled by the insurance company, 

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

35 initial cash premium, or any part thereof, has not been paid, 
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'. 1 the policy may be canceled by the insurance company by giving 
2 notice to the insured and ten days' notice to the mortgagee, 

3 or other person to whom the policy is made payable, if any, 
4 without tendering any part or portion of the premium, anything 

5 to the contrary in the policy notwithstanding. 

6 Sec. 405. NEW SECTION. SIS.81A CANCELLATION OF 

7 COMMERCIAL LINES POLICIES OR CONTRACTS. 

8 1. A commercial line policy or contract of insurance which 

9 has not been previously renewed may be canceled by the insurer 
10 if it has been in effect for less than sixty days at the time 

11 notice of cancellation is mailed or delivered. 
12 2. ~ commercial line policy or contract of insurance which 

13 has been renewed or which has been in effect for more than 

14 sixty days shall not be canceled unless at least one of the 

15 following conditions occurs: 

16 a. Nonpayment of premium. 

17 b. Misrepresentation or fraud made by or with the 

18 knowledge of the insured in obtaining the policy or contract, 

19 when renewing the policy or contract, or in presenting a claim 
20 under the policy or contract. 

21 c. Actions by the insured which substantially change or 

22 increase the risk insured. 

23 d. Determination by the commissioner that the continuation 

24 of the policy will jeopardize the insurer's solvency or will 

25 constitute a violation of the law of this or any other state. 

26 e. The insured has acted in a manner which the insured 

27 knew or should have known was in violation or breach of a 

28 policy or contract term or condition. 
29 3. A commercial line policy or contract of insurance may 
30 be canceled at any time if the insurer loses reinsurance 

31 coverage which provides coverage to the insurer for a 
32 significant portion of the underlying risk insured and if the 

33 commissioner determines that cancellation because of loss of 

34 reinsurance coverage is justified. In determining whether a 

35 cancellation because of loss of reinsurance coverage is 
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1 justified, the commissioner shall consider all of the 

2 following factors: 

3 a. The volatility of the premiums charged for reinsurance 

4 in the market. 

5 b. The number of reinsurers in the market. 

6 c. The variance in the premiums for reinsurance offered by 

7 the reinsurers in the market. 

8 d. The attempt by the insurer to obtain alternate 

9 reinsurance. 

10 e. Any other factors deemed necessary by the commissioner. 

11 4. A commercial line policy or contract of insurance shall 

12 not be ~anceled except by notice to the insured as provided in 

13 this subsection. A notice of cancellation shall include the 

14 reason for cancellation of the policy or contract. A notice 

15 of cancellation is not effective unless mailed or delivered to 

16 the named insured and a loss payee at least ten days prior to 

17 the effective date of cancellation, or if the cancellation is 

18 because of loss of reinsurance, at least thirty days prior to 

19 the effective date of cancellation. A post office department 

20 certificate of mailing to the named insured at the address 

21 shown in the policy or contract is proof of receipt of the 

22 mailing; however, such a certificate of mailing is not 

23 required if cancellation is for nonpayment of premium. 

24 5. This section applies to all forms of commercial 

25 property and casualty insurance written pursuant to this 

26 chapter. However, this section shall not govern workers' 

27 compensation or crop and hail insurance, which shall be 

28 governed by sections 515.80 and 515.81. 

29 Sec. 406. NEW SECTION. SlS.81B NONRENEWAL OF COMMERCIAL 

30 LINES POLICIES OR CONTRACTS. 

31 An insurer shall not fail to renew a commercial line policy 

32 or contract of insurance except by notice to the insured as 

33 provided in this section. Nonrenewal of a commercial line 

34 policy or contract includes a decision by the insurer not to 

35 renew the policy or contract, an increase in the premium of 
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1 twenty-five percent or more, an increase in the deductible of 
2 twenty-five percent or more, or a material reduction in the 
3 limits or coverage of the policy or contract. However, a 
4 premium charge which is assessed after the beginning date of 

5 the policy period for which the premium is due shall not be 
6 deemed a premium increase for the purpose of this section. 
7 A notice of nonrenewal is not effective unless mailed or 
8 delivered by the insurer to the named insured and any loss 
9 payee at least forty-five days prior to the expiration date of 

10 the policy. If the insurer fails to meet the notice 

11 requirements of this section, the insured has the option of 
12 contin~ing the policy for the remainder of the notice period 

13 plus an additional thirty days at the premium rate of the 
14 existing policy or contract. A post office department 
15 certificate of mailing to the named insured at the address 
16 shown in the policy or contract is proof of receipt of the 

17 mailing. 
~ 18 This section applies to all forms of commercial property 

19 and casualty insurance written pursuant to this chapter. It 
20 does not apply if the insurer has offered to renew or if the 

21 insured fails to pay a premium due or any advance premium 
22 required by the insurer for renewal. This section does not 
23 apply to workers' compensation or crop and hail insurance, 
24 which shall be governed by sections 515.80 and 515.81. 
25 Sec. 407. Section 515.49, Code 1987, is amended by 
26 striking the section and inserting in lieu thereof the 

27 following: 
28 A company shall not expose itself to loss on anyone risk 

29 or hazard to an amount exceeding ten percent of its surplus to 
30 policyholders unless one of the following applies: 
31 1. The excess is reinsured in some other good and reliable 
32 company licensed to sell insurance in this state. 
33 2. The excess is reinsured by a group of individual 
34 unincorporated insurers who are a~thorized to sell insurance 

35 in at least one state of the United States and who possess 
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1 assets which are held in trust for the benefit of the American 
2 policyholders in the sum of not less than fifty million 

3 dollars, and a certificate of such reinsurance shall be 
4 furnished to the insured. 

5 3. The excess is reinsured with a company which has, with 
6 respect to the ceding insurer, created a trust fund, made a 

7 deposit, or obtained letters of credit, on terms satisfactory 

8 to the commissioner. 

9 DIVISION V 

10 Sec. 501. Section 506.2, Code 1987, is amended to read as 

11 follows: 

12 506 •. 2 SALE OF SECURITIES RESTRICTED. 

13 Neither the securities in a~ a domestic insurance company, 
14 nor securities in a holding company, one of the purposes of 

15 which is to organize, purchase, or otherwise acquire control 

16 of a~ a domestic insurance company, nor membership in an 

17 association in process of organization shall be sold or 

• 

18 solicited until such company or association, and the promoters • 

19 thereof, shall have first complied with all of the statutory 
20 provisions regulating the organization of such companies and 

21 associations, and also have secured from the commissioner of 
22 insurance a certificate indicating full compliance with the 

23 provisions of this chapter. 
24 Sec. 502. Section S07C.20, Code Supplement 1987, is 

25 amended to read as follows: 

26 S07C.20 DISSOLUTION OR SALE OF INSURER. 

27 The commissioner may petition for an order dissolving the 
28 corporate existence of a domestic insurer or the United States 

29 branch of an alien insurer domiciled in this state at the time 
30 the commissioner applies for a liquidation order. The court 

31 shall order dissolution of the corporation upon petition by 
32 the commissioner upon or after the granting of a liquidation 

33 order. If the dissolution has not previously been ordered, it 

34 shall be effected by operation of law upon the discharge of 

35 the liquidator if the insurer is insolvent. However, 
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1 dissolution may be ordered by the court upon the discharge of 

2 the liquidator if the insurer is under a liquidation order for 

3 some other reason. Notwithstanding the above, upon 
4 application by the commissioner and following notice as 

5 prescribed by the court and a hearing, the court may sell the 
6 corporation as an entity, together with any of its licenses to 

7 do business, despite the entry of an order of liquidation. 
8 The sale may be made on terms and conditions the court deems 

9 appropriate ~"c%~a~"~7-b~~-"o~-%imi~ea-~o7-~he-~±ac~"~-o£-~he 
10 ~roeeeas-o£-~he-sa%e-of-~he-cor~ora~e-e"~~~y-a"d-%ieenses-~n~o 

11 e-~rtts~-£or-~he-bene£i~-o£-~o%ieyho±aers-a"d-credieors-wi~h 

12 ~rocee~s-~o-be-distr~btlted-%"-~he-manner-se~-£or~h-%"-sec~:on 

13 However, the order approving the sale shall provide 

14 that the proceeds of the sale shall become part of the assets 

15 of the liguidation estate, to be distributed in the manner set 
16 forth in section 507C.42, and that the corporate entity and 

17 its licenses shall thereafter be free and clear from the 

1t 18 claims or interests of all claimants, creditors, 

19 policyholders, and stockholders of the corporation under 

20 liguidation. 

21 Sec. 503. Section 515B.l, Code 1987, is amended to read as 

22 follows: 

23 515B.l SCOPE. 

24 This chapter shall apply to all kinds of direct insurance 

25 authorized to be written by an insurer licensed to operate in 
26 this state under chapter SIS or chapter 520, except life, 
27 title, surety, fidelity, disability including accident and 

28 health, credit, mortgage guaranty, ocean marine insurance, 

29 financial guaranty or other forms of insurance offering 
30 protection against investment risk, automobile warranty 

31 coverage, or insurance written pursuant to 15 U.S.C. § 3901 et 
32 seq., or any transaction which, although denominated as 

33 insurance, does not result in the transfer of an insurance 
34 risk. 

35 Sec. S04. Section 515B.2, subsection 3, paragraph b, Code 
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1 1987, is amended by striking the paragraph and inserting in 

2 lieu thereof the following: 

3 b. The claim is one by an insured for damage to property 

4 permanently located in this state. 

5 Sec. 505. Section 515B.2, SUbsection 3, unnumbered 

6 paragraph 2, Code 1987, is amended by striking the paragraph 

7 and inserting in lieu thereof the following: 

8 ·Covered claim" does not include 

9 an amount due any reinsurer, insurer, insurance pool, 

10 underwriting association, or other group assuming insurance 

11 risks, as subrogation, contribution, or indemnity recoveries 

12 or oth~rwise; a portion of a claim that is within an insured's 

13 deductible or self-insured retention; a claim for unearned 

14 premium calculated on a retrospective basis, experience-rated 

15 plan, or premium subject to adjustment after termination of 

16 the pelicy; an amount due an attorney, adjuster, or witness as 

17 fees for services rendered to the insolvent insurer; a fine, 

18 penalty, interest, or punitive or exemplary damages; or a 

19 claim under a policy issued by an insolvent insurer with a 

20 deductible or self-insured retention of two hundred thousand 

21 dollars or more. A claim under a liability policy shall be 

22 considered to be a covered claim if as of the deadline set for 

23 the filing of claims against the insolvent insurer or its 

24 liquidator, the insured is a debtor in a liquidation 

25 bankruptcy under 11 U.S.C. § 701 et seq. 

26 This paragraph does not prevent a person from presenting a 

27 noncovered claim to the insolvent insurer or its liquidator, 

28 but the noncovered claim shall not be asserted against any 

29 other person, including the person to whom benefits were paid 

30 or the insured of the insolvent insurer, except to the extent 

31 that it is outside the coverage of the policy issued by the 

32 insolvent insurer. 

33 Sec. 506. Section 515B.5, subsection 1, paragraph a, Code 

34 1987, is amended to read as follows: 

35 a. Be obligated to the extent of the covered claims 

-15-

• 

• 

• 



S.F. H.F. 

1 existing prior to the determination of insolvency and arising 
2 within thirty days after the determination of insolvency, or 
3 before the policy expiration date if less than thirty days 
4 after the determination, or before the insured replaces the 
5 policy or on request effects cancellation if the insured does 
6 so within thirty days of the determination. This obligation 

7 includes only the amount of a covered claim which is in excess 
8 of one hundred dollars and less than three hundred thousand 
9 dollars for all damages arising out of anyone accident, 

10 occurrence, or incident regardless of the number of persons 
11 making claims. If the Dolicy of the insolvent insurer 
12 contained an aggregate limit, the association shall not be , 
13 obligated for more than three hundred thousand dollars on an 
14 aggregate basis. However, the association shall pay the full 

15 amount of a covered claim arising out of a workers' 

16 compensation policy. In addition, the association is not 

17 liable for an amount in excess of the ~~eeiriea-:~m~es-of-a 
~ 18 po:±ey lesser of three hundred thousand dollars or the policy 

19 limits, regardless of the theory under which or the type of 
20 damages for which the association is alleged to be liable. 

~ 

21 Sec. 507. Section 5158.9, subsection 2, Code 1987, is 
22 amended to read as follows: 

23 2. A person having a claim which may be recovered under 
24 more than one insurance guaranty association or its equivalent 

25 shall seek recovery first from the association of the place of 
26 residence of the insured. However, if the claim is a first 

27 party claim for damage to property with a permanent location, 
28 
29 
30 

31 
32 

33 

34 

35 

recovery shall be first sought from the association of the 
location of the property. If the claim is a workers' 
compensation claim, recovery shall be first sought from the 

association of the residence of the claimant. A-~e~~on-~ha:: 

noe-reeove~-any-amottne-of-ehe-~e~~on~~-e:aim-a~ainse-ehe 

±n~cred-±n-exee~~-of-ehe-amoune-reeoye~ed-o~-~eeoverab%e-r~om 

the-assoe~at±on-exee~t-eo-ehe-exeene-ehe-ela±m-exeeeas-ehe 

~o:±ey-:±m±es-of-ehe-±nso:yene-±n~c~er. Any sums recovered 
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1 from any other guaranty association or equivalent organization ~ 
2 shall be subtracted from the maximum liability of the 

3 association under section 5158.5. subsection 1. paragraph "a". 

4 Sec. 508. NEW SECTION. 515B.18 PROHIBITED ADVERTISING. 

5 A person shall not advertise or publish. in connection with 

6 the sale of an insurance policy. that claims under the 

7 insurance policy are subject to this chapter or will be paid 

8 by the Iowa insurance guaranty association. 

9 Sec. 509. Section 518A.l. subsection 1. paragraph d. Code 

10 1987. is amended to read as follows: 

11 d. 

12 loss. 

Any automobile or aircraft or other vehicle. including 

~xpense. or liability resulting from the ownership. 

13 maintenance. or use thereof. but shall not includeT-~y-cottnty 

14 m~taa%ST insurance against bodily injury to the person. 

15 DIVISION VI 

16 Sec. 601. Section 5150.5. unnumbered paragraph 1. Code 

17 1987. is amended to read as follows: 

18 Notwithstanding the provisions of seet~on-SlS~8l sections 

19 515.80 through 515.81A. a notice of cancellation of a policy 

20 shall not be effective unless mailed or delivered by the 

21 insurer to the named insured at least twenty days prior to the 

22 effective date of cancellation, or, where the cancellation is 

23 for nonpayment of premium notwithstanding the provisions of 

24 sect~on sections 515.80 and 515.81A at least ten days prior to 

25 the date of cancellation. A post-office department 

26 certificate of mailing to the named insured at the address 

27 shown in the policy shall be proof of receipt of such mailing. 

28 Unless the reason accompanies the notice of cancellation. the 

29 notice shall state that. upon written request of the named 

30 insured, mailed or delivered to the insurer not less than 

31 fifteen days prior to the date of cancellation. the insurer 

32 will state the reason for cancellation. together with 

33 notification of the right to a hearing before the commissioner 

34 within fifteen days as provided ne~ein in this chapter. 

35 Sec. 602. Section 5150.7. unnumbered paragraph 1. Code 
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1 1987, is amended to read as follows: 

2 No Notwithstanding the provisions of sections 515.80 

3 through SlS.81B, an insurer shall not fail to renew a policy 

4 except by notice to the insured as provided in this chapter. 

5 A notice of intention not to renew shall not be effective 

6 unless mailed or delivered by the insurer to the named insured 

7 at least thirty days prior to the expiration date of the 

8 policy. A post-office department certificate of mailing to 

9 the named insured at the address shown in the policy shall be 

10 proof of receipt of such mailing. Unless the reason 

11 accompanies the notice of intent not to renew, the notice 

12 shall s.tate that, upon written request of the named insured, 

13 mailed or delivered to the insurer not less than twenty days 

14 prior to the expiration date of the policy, the insurer will 

15 state the reason for nonrenewal. 

16 Sec, 603. NEW SECTION. 508.39 DIVIDENDS. 

17 The directors or managers of a stock company, incorporated 

1It 18 under the laws of this state, shall make no dividends except 

19 from the earned profits arising from their business, which 

20 shall not include contributed capital or contributed surplus. 

21 Sec. 604. NEW SECTION. 514F.3 PREFERRED PROVIDERS. 

22 The commissioner of insurance shall adopt rules for 

23 preferred provider contracts and organizations, both those 

24 that limit choice of specific provider and those that do not. 

25 The rules adopted shall include, but not be limited to, the 

26 following subjects: preferred provider arrangements and 

27 participation requirements, health benefit plans, and civil 

28 penalties. 

29 DIVISION VII 

30 Sec. 701. Section 294.16, Code 1987, is amended to read as 

31 follows: 

32 294.16 ANNUITY CONTRACTS. 

33 At the request of an employee through contractual agreement 

34 a school district may purchase group or individual annuity 

35 contracts for employees, from an insurance organization the 
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1 employee chooses that is authorized to do business in this 

2 state and through an Iowa-licensed insurance agent or from a 

3 securities dealer or salesperson registered in this state that 

4 the employee selects, for retirement or other purposes, and 

5 may make payroll deductions in accordance with the 

6 arrangements for the purpose of paying the entire premium due 

7 and to become due under the contract. The deductions shall be 

8 made in the manner which will qualify the annuity premiums for 

9 the benefits under section 403(b) of the Internal Revenue Code 

10 of 1954, as defined in section 422.3. The employee's rights 

11 under the annuity contract are nonforfeitable except for the 

12 failur~ to pay premiums. i~-aft-e~~~t~n~-ta~-~~e~te~ed-ann~±ty 

13 eont~aet-~~-to-~e-~epiaeed-~y-a-new-eont~aet-~~e-a~ent-o~ 

14 ~ep~e~entat~ve-o~-the-company-~ha~%-~H~m±t-a-iette~-of-±nten~ 

15 by-~e~~~te~ed-ma±~-~o-~he-eompafty-~e±n~-~epiaeed7-~O-the 

16 ~n~tt~anee-eommi~aiofte~-of-~he-~tate-of-iowa7-and-~o-the 

17 a~ene~a-o~-~ep~e~eneat±ve~~-own-eompany-ae-%ea~e-thi~ty-day~ 

18 p~io~-to-any-aetion~--~hia-%eeee~-of-±neent-~hait-contain-the 

19 poi±ey-nHm~e~-and-deac~ipt±oft-of-the-eone~aee-be±n9-~epiaced 

20 and-a-de~e~±pt±on-of-the-~ep%aeemene-eone~aet~ 

21 Sec. 702. Section 521.5, Code 1987, is amended to read as 

22 follows: 

23 521.5 COMMISSION TO HEAR PETITION. 

24 For the purpose of hearing and determining such petition, a 

25 commission consisting of the 90ve~no~7 commissioner of 

26 insurance, and attorney general is hereby created. In-the 

27 ina~±~~ty-of-ehe-90ve~no~-eo-aee7-the-aee~e~a~y-of-~tate-may 

28 ae~-±n-~he-90ve~no~~~-~~ead~ 

29 

30 

EXPLANATION 

DIVISION I 

31 Sections 101 and 102 change the date from August 1 to 

32 September 1 for the delivery of the life insurance annual 

33 report. 

34 Sections 103 through 110 change renewal dates, including 

35 renewal dates for certificates of authority from May 1 to June 

-19-

• 

• 

• 



________ H.F. 

1 1. 

2 Section 105 also increases certain annual certification 

3 fees. 

4 DIVISION II 

5 Sections 201 and 202 relate to self-insurar.ce programs 
6 offered by cities or counties. Under section 202, certain 

7 self-insurance plans no longer have to be submitted to the 

8 insurance division. 

9 Section 203 removes authority appointing the commissioner 
10 as conservator if a foreign or alien member insurer is subject 

11 to 

12 

liquidation under the insurance guaranty association law. 

Section 204 provides that the commissioner must report to 

13 the board of directors when the commissioner has received a 
14 report from a commissioner in another state indicating that 

15 certain actions have been taken against a member insurer in 
16 the foreign state, under the insurance guaranty association 

17 law. 

1It 18 Section 205 changes from the executive council to the 

19 commissioner the authority required to grant approval to the 

20 investment of funds in home office property by a life 

21 insurance company. 
22 Section 206 strikes a provision requiring valuation fee for 

23 life insurance 
24 Section 207 

companies. 
repeals chapter 510 relating to assessment of 

25 life insurance; repeals section 507.5 relating to a bond 
26 required to be purchased and filed by insurance examiners; 

27 repeals section 515.43 relating to increasing the maximum 

28 capital of an insurer. 

29 DIVISION III 

30 Section 301 provides that a benevolent association is 

31 subject to examination as an insurance company. 

and 

32 Section 302 provides for the billing of examination costs 

33 for insurance companies at regular intervals prior to the 

34 completion of the examination. 

35 Sections 303 and 304 remove costs charged certain companies 
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1 for filing certain papers with the insurance commissioner and 

2 raises the cost of affixing the official seal to a paper filed 

3 with the insurance division. 

4 Section 305 relates to remitting annual fees of reciprocal 

5 insurers to the commissioner. 

6 DIVISION IV 

7 Section 401 prohibits an insurance company from making 

8 direct or indirect loans to a director, or employee, or a 

9 relative of an officer or 

10 Section 402 raises the 

director of an insurance company. 

amount of admitted assets that an 

11 insurance company can invest in property of any kind. 

12 Sec~ion 403 provides that an insurance company must provide 

13 notice before a policy or contract of insurance is forfeited, 

14 suspended, or canceled due to nonpayment of a premium, 

15 assessment, or installment. 

16 Section 404 provides for the liability of an insured person 

17 for an amount due an insurance company upon the suspension, 

18 forfeiture, or cancellation of a policy or contract of 

19 insurance. The section also provides for notice of 

20 cancellation by the insurance company. 

21 Sections 405 and 406 provide for the cancellation and 

22 nonrenewal of a commercial line policy or contract of 

23 insurance. 

24 Section 407 prohibits a company from exposing itself to 

25 loss or a risk or hazard for a certain amount exceeding its 

26 surplus to policyholders, unless the amount is reinsured. 

27 DIVISION V 

28 Section 501 provides that section 506.2 relating to 

29 restricting sales of securities applies to domestic insurance 

30 companies only. 

31 Section 502 provides that a purchaser of a corporate shell 

32 of an insolvent insurer purchases free of claims against the 

33 previous insurer. 

34 Section 503 provides that guaranty association coverage 

35 does not apply to automobile warranty coverage. 
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1 Sections 504 and 507 provide conforming language with 
2 515B.9, subsection 2. 

3 Section 505 defines a "covered claim" to exclude certain 

4 claims based on damages and claims by certain insureds. 

5 Section 506 provides for certain liability limits for the 

6 payment of a claim by the guaranty association. 

7 Section 508 prohibits a person from advertising, in 
8 connection with the Bale of an insurance policy, that if the 

9 insurance company becomes insolvent, claims will be paid by 

10 the insurance guaranty association. 

11 Section 509 provides language to conform with enacted 

12 sections • . 
13 DIVISION VI 

14 Sections 601 and 602 provide language to conform with 

15 enacted sections. 
16 

17 
18 

19 

20 

21 
22 

23 

24 

25 
26 

27 
28 

Section 603 provides for the paying of dividends by life 

insurance stock companies. 
Section 604 requires the commissioner to adopt rules 

relating to preferred provider contacts and organizations. 

DIVISION VII 

Section 701 provides for the sale by certain persons of 
individual annuities for school district employees. 

Section 702 provides for the membership of a commission to 

hear consolidation and reinsurance petitions. 

BACKGROUND STATEMENT 
SUBMITTED BY THE AGENCY 

The bill amends provisions related to the regulation of the 
insurance industry and the administration of the insurance 

29 division, including the following: 

30 DIVISION I 

31 Sections 101 and 102: These amendments would change from 

32 August 1 to September 1 the date of the life insurance annual 

33 report. Presently, computerization of the division and of the 

34 national association of insurance commissioners could provide 

35 for labor saving computer (rather than manual) generation of 

-22-



S.F. ________ H.F. 

1 this report if the date is moved to September, since NAIC data 

2 base is not complete until mid-August. 

3 Sections 103 through 110: These amendments change from May 

4 1 to June 1 the certificate renewal date. This would not 

5 adversely effect the companies but would positively affect the 

6 workflow deadlines of the division -- as well as enabling the 

7 division to use the IRIS reports of the national association 

8 of insurance commissioners through its new computerization 

9 abilities. This reduces the manual labor intensive work of 

10 inputting extensive data into the Iowa review which is dupli-

11 cated by IRIS. 

12 Section 105: This amendment also increases the initial 

13 licensing and annual renewal fees and also increases certain 

14 annual certification fees to one hundred dollars each. The 

IS current renewal fee of twenty-five dollars (which is the only 

16 fee remitted by fraternals 

been at 

since they are not subject to 

the current level for more than 17 premium taxes) has 

18 forty years. This increase would establish renewal fees for 

19 fraternals at the same level as those assessed on other types 

20 of insurers. 

21 Section 110: The amendment also standardizes the language 

22 of reciprocal insurers with that of other insurers. 

23 DIVISION II 

24 Section 203: The deleted language is a part of the NAIC 

2S model Act which was necessary in order to create reciprocal 

26 status when a state lacks a uniform insurers liquidation Act. 

27 However, Iowa now has such an Act, Iowa Code ch 507A, and thus 

28 this language is unnecessary and could be erroneously con-

29 strued to require the commissioner of this state to create an 

30 auxiliary conservatorship even when there are no assets of the 

31 insolvent insurer in this state. 

32 Section 205: Currently, the statute requires approval by 

33 the executive council before a life insurance company may 

34 invest its funds, for legal reserve purposes, in home office 

35 property. Presently regulatory provisions contained elsewhere 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 
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provide oversight of investments and legal reserves, making 

the approval of the executive council duplicative for proper 

business purposes. 

office transactions 

It is no longer 

and to infringe 

executive council for such purposes. 

necessary to delay home 

upon the time of the 

This amendment would provide the commissioner of insurance, 

who must regulate the legal reserves of life insurance 

companies, with the duty to review and approve home office 

investments. 

Section 206: This amendment would remove the $20 per mil

lion dollars valuation fee for life insurance companies, which 

is no l.onger in use. 

Section 207: This amendment repeals chapter 510 of the 

Code relating to assessment life insurance. This chapter is 

unnecessary and has not been used in recent years. The 

amendment also repeals the present statutory requirement-of a 

$5,000 bond purchased by insurance examiners to be filed with 

and approved by the commissioner of insurance; the requirement 

is no longer necessary given the purchase of blanket bonds 

under chapter 18. The amendment also repeals a statutory 

procedure for increasing an insurer's capital over the 

22 "maximum" allowed by law; there is no "maximum" capital set 

23 forth elsewhere in the Code, making this section unnecessary 

24 and confusing. 

25 DIVISION III 

26 Section 301: Presently, there is no clear statutory 

27 authority to charge benevolent associations for examination 

28 costs. However, there is a statutory duty to examine 

29 benevolent associations. This amendment would authorize the 

30 assessment of examination costs against benevolent 

31 associations, as is presently charged against all other 

32 regulated insurance entities. 

33 Section 302: The present statutory language provides for 

34 the charging of examination costs at the completion of the 

35 examination. However, many present day examinations require 
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1 significant periods of time to complete, necessitating the 

2 charging of costs at earlier intervals to maintain the cash 

3 flow of the division's revolving fund for examinations. Ad-

4 ditionally, companies are presently voluntarily paying 

5 examination costs on a biweekly basis. This amendment would 

6 authorize the billing of incurred-to-date costs prior to 

7 completion of an examination, and would conform the Code to 

8 present practices. 

9 Sections 303 and 304: 

10 $10 the costs charged for 

These amendments increase from $5 to 

affixing the official seal to papers 

11 filed with the division by insurance companies, and removes 

12 the pr~sent charges for copies and for certification of such 

13 papers. This will reduce the administrative costs and time 

14 for both companies and the division. 

15 Section 305: This amendment provides for annual fees of 

16 reciprocal insurers to be remitted to the commissioner of 

17 insurance, as is presently required of other insurers. 

18 DIVISION IV 

19 Section 401: This amendment expands the restrictions on 

20 loans within an insurance company other than life to conform 

21 to restrictions on life insurance companies. 

22 Section 402: This amendment would increase from 1% to 2% 

23 that percent of an insurer's admitted assets in its "basket" 

24 or "other" investments, enabling companies to invest with more 

25 flexibility in existing financial markets. 

26 Section 407: Section 515.49 contains capital requirements 

27 for various combinations of lines of property and casualty 

28 business which are less than the $2 million presently required 

29 by other Code sections for all newly formed insurers. The 

30 deleted language is not followed by the insurance department 

31 as a matter of practice and is treated as an anachronism by 

32 the insurance industry. It is inconsistent with the $2 

33 million figure. 

DIVISION V 34 

35 Section 501: Presently, the provisions relating to 
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1 oversight of insurance securities could be interpreted to 

2 apply to all insurers doing business in this state (over 

3 1500). The intent, and present division practice, relates 
4 only to Iowa domestic companies, which this amendment 

5 clarifies. 
6 Section 502: This amendment makes clear that, when the 

7 corporate shell of an insolvent insurer is sold, the shell and 

8 its licenses shall remain free from all claims against the 

9 former insurer. This addition to the language of section 
10 507C.20 will facilitate the sale of the corporate shells of 

11 insolvent insurers and thereby increase the proceeds available 

12 for di~tribution to policyholders and claimants. 
13 Section 503: This amendment precludes guaranty association 
14 coverage for automobile warranty coverage, which is not truly 

15 "insurance" in nature. Coverage for risk retention groups, 

16 formed under 15 U.S.C. section 3901 et seq., is prohibited by 

17 federal law. 

'1It 18 Section 504: This amendment brings the language of section 

19 S15B.2(3)(b) into conformity with section 515B.9(2). 
20 Section 505: This amendment reorganizes into a more 

21 understandable format the existing language. It does, 
22 however, add new provisions. In many instances, when an 
23 insurer is experiencing financial difficulties, it claims are 

24 improperly handled. The damages arising out of this should be 

25 claims against the estate of the insolvent insurer and not the 

26 guaranty association. The amendment also adds an exclusion. 

27 Many large insureds who are sophisticated in purchasing 

28 insurance have large deductibles. Since they can select 

29 insurers and negotiate terms, it is believed that they should 
30 stand the expense of their own claims. There is, however, an 

31 exception to protect the public in case the insured is 
32 bankrupt. 

33 Section 506: Most insurance policies today have an 
34 aggregate limit. This would provide a comparable limit for 

35 the association. 
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1 Section 507: This language eliminates a conflict between 

2 section SlSB.9(2) and section SlSB.S and brings the language 

3 into conformity 

4 Section 508: 

with the same provision in other states. 

This amendment conforms Iowa law to the 

5 national association of insurance commissioners insurance 

6 guaranty association model Act, and prohibits insurance 

7 companies or their agents from telling prospective insureds 

8 that the insurance guaranty association will pay their claims 

9 in the event the insurance company is declared insolvent. 

10 Section 509: This amendment removes the reference 

11 exception for county mutuals, which was overlooked when state 

12 mutua1s. and county lI\utuals were part of the same chapter in 

13 the 1962 Code. 

14 DIVISION VI 

15 Section 601: This amendment makes the necessary Code 

16 reference change to conform to previous legislation. 

17 Section 602: This amendment clarifies that section 515D.7, 

18 rather than section 515.81, controls nonrenewal of automobile 

19 lnsurance. 

20 Section 603: This new section would provide that 

21 dividends, in the life insurance companies, could be paid only 

22 out of earned surplus (as is presently the case in insurance 

23 companies other than life). 

24 Section 604: Presently, preferred provider organizations, 

25 i.e., arrangements wherein a health benefit plan provides for 

26 treatment by select providers, are unregulated. This bill 

27 would authorize the division of insurance to adopt rules 

28 regulating those entities, in particular, to adopt the 

29 national association of insurance commissioners' model 

30 provision. 

31 DIVISION VII 

32 Section 701: Presently, a school district may arrange to 

33 have its employees purchase individual annuities only through 

34 an insurer authorized to do business in this state and an 

35 Iowa-licensed insurance agent. This bill would expand the 
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1 authorization to allow arrangements to be made for purchase 
2 through a securities dealer or salesperson registered in the 

3 state. 
4 Section 702: This amendment would make it no longer nec-

5 essary for the governor to serve as the member of a commission 
6 to hear and determine consolidation and reinsurance petitions. 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

.. 18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 
34 

35 
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ilOUS;:; fILE 2307 

AN .\Cr 

fn:I,ATlt:G TO nu: ~EGULATIO~ Of" ThE: STAlE' S l)iS()R"'~(:; INDUS-'fR'i 

,\NO iKE AOl'lINIS'IRArION 01-' nu: INSURAtlCi: DIVIsrON OF THE 

DEPARTMEt-;-r Of COM.Y.:-:RCY.. 

8: IT [!-lAC-nO BY 'fHE Gf.NFRAL .~SSE~Hr.'i or TlO: STATE O~' lO·.1A: 

DIVISION] 

Section 101. Section ~)OS.12. Code 1987, is amended to l'cao 

it!) follows: 

SOS.12 LIFE WSURAl-'CE -- ANNUAi.. Ri;VORT. 

Before the Eirst day of "U<'JCI~t ~eptt!~_bf_''. th~ commi5~ionel 

of insurance shall (fake an ann'lal r~pol't to tho. <]overnor \)f 

the general conduct and condition \)f the lifp In:''lrancp 

cOlllpal\ie!> doing bu!;inpss i.n the ~tate, and it\cluoe therein itll 

aqgcegate cf tr.c ?stimated value of ,'\011 oulst3ndin<j !Jolicie~. 

in eac;, of th~ cC~Pdnie5: 3nd in connection Uu!re,.,ilM pr(>pac~ 

,} separate abstract L"ler(:ot ,15 to t"adl compdni', and cf dll the 

rpturns and stat~ments made to the CO!1\l:',i~sloner by them. 

Sec. 1'12. Sl!ct~on S05.U. 5ubsectiol'. 1. Cooe S\;pph';n'.'nt 

l?fl'1, is amendCf; t.c re.:!d 3!j. :ollows: 

1. Tne cc"jtlis~io,,~c 5hal1 annual.ly C,.ucH.' th~ prep'::H,l;:i0f". 

dnd printing of a repo! t to bo. d('l~vt'red to to,) qOV~I'H0C. T:1P 

rl~port 5ha11 cont.1in intorm<ltlon ~rf)l"_ t.hp statl)menl,g requirfod 

of insurance Co(~p,}nle:;, oth~r than lif(: i,,~.urar:ce (:ol'l\panit'~;'. 

ocqanizcd or dci~g business in ~he sta~@ The r~po[t,~ snaIl 

be d~livec(!d on o~ befor~ the tin.t aa:, of All,!t:!5t S.~~'1!?~_c. 

each year. 
Sec. 11)). SCl.:tiol\ 'JO!Ll3, C(",I~ Enn. i~: ,'lml'rIf!,~d t\) read ,\!,; 

(,)llo ... ~: 

50a.13 A~HIU;,L C~:R':Ii'·lCAn; O~- ;",UTlI(JR:ri'. 

'In recelpz ')[ ~t(t" '1"V)s~t p~' )v!d~d .: ·.f!C· .. i\)n ':>11.8. 

!';"b:;,-'ction :6. ,tnd tn'~ !;tdll_'-~"t. <.:.IH: I,,",,,: st",I'!':"e-.t ;.1(":0 

4f -
t:O:·hl~"? fl>" 2301, p. 2 

evidence of ~O'/{'~tfllpnl of tor<"ign corr.ra.-..t'!'., elll of wh1r;h 

shall be 1'~IH!w~',1 ,1nnualiy. by t:ll' : Icst (!ay ?r M,HCh, t.he 

C,:)lMIi3S10ne( 01' ln5'Jr<11~Ct' !.hail l~;fi\lC d ct.'r:IC~C<llt.· l.e~t1nq 

~octh tht!' ccrfrO[!:tte name ,,( the co~pany. i"f, ~omc office. t.hat 

it has fully compli.ed .... iti". the la'.J!> of :h(! !)t<ltc itrld u. 

_utho(i~~d to tcansd~t the busincs~ of lif~ lnSJT4nCe (or the 

ensuinq year. which (.·er~,iflr:at.~ 5hall t.'x?ir~ 0:, tM~ ri~st day 

of ~Ily ~\'n.'! of It',c enl".u~:·-g year, or soo:".el' ,-,p;)n tn~rty d.:iyf> , 

notice 91'/~n by th,~ C'oll'<::.i:;f.ioncr, \1f t,he next A,nnu(\} valuat.ion 

of itf> rolicies. :;\lch (,.'~~tlfit;,ltP. :;t).lll b(> r~nc""cd ':lnnll.~llYI 

upon t.he renC'wal of the deposit, and st,ltelnent: by a dom('stic 

",:om{Mni'. or o( !,he at.itt~l'I\ef)t and f.'vidplH.:') of invc!)tnf.:.'nt by" 

::oceign COmP,l":'. ,til" compli.a:1cf: '~·ith the conditions ab?ve 

required. iSnd be ~Hlb}ect to reve';,lt.icn .Hi the o ri ll1ndl 

c~rtiticatp.. 

~C(;. 10 ... tl.~:·,</ :,!=~ r Ig~. Sll9A.l':i. CERTI~-ICATION OF SELF·' 

I N5rmANCe ?1.ANS. 

1. Wl~hin thi:ty dayu !oilc~ing t~c end of a ~plf

Insurance plan's ~iGcal year. the govt'r~in9 body ~hall fi.1t' 

w!lh the cOfl'_""'ls:;ion~r of ilu;ur(!.flCp. <1 cl'rtiflo.:.\te.of 

C()mpllancc-. The o;('rtlficdt~ of ~l)rrpL"'l(:-p' Sh,ll! be 

,~ccomp<1nii~d by .l I'ilin~ ~p.~ of (O(\~ i-.un(:eed dol!,\:fi. The 

c.en,ific.ltc ~h,lli h~ si90ed and ",\ted h·1 the 21P:HOPI'i"'t.~ 

pu-oli.c 0((:iC1<11 repeesf_'/Ot i~g ':tH~ govet':l~;;g body. and !j.hall 

c~=t~fy the toll0w!nq: 

a. That ~,hi~ plan me~~~ the rpqult'e~enl5 01 thlS .:hapter 

,\n<! the z.ppl_Cdbli: ;HC)'.J_aions .;;1 t.h~ l() ... · .• <lI;rrilli$t.rdti'Je cede. 

b. ;'h.1t <l:'l ,1'~tOl:I1' la·. op1nH.'f". he.~ :)l'(>rl .lttd.;:t'.~d to ~hp 

c~(ti{icate wh~c~ ~ttfosts ~c lh~ ad~~~acf o~ I'~servps. rat.ps. 

an\l tin,lncull condl;:l.;n (1: t.h'-' pl,\ll. fhe ~~t~a[~al opinion 

shall be IS9~~d by d fellow of th~ ~~,~i~ty ~f <1ctuarl~S. 

c. That ~ wr_tt~1l cOffipldlnl proce:lure h.s been 

:mpletn(>nte:i. T)l(>: ce:~if_(:.\:i_' ~;.h.1li ,11,0:.0 L:;t the nurher ot 

C<:~-pldi"t~ f:lo?'l -"J,' P,l[~. ':lp"f~I!; 

!J:0("(·d'.::!~. c.,n,: :n~ ;·~t' .. t"I~.~':ro ( 

~ -(. :I'~) Ii:!.. ',' ,... :~) ::, I> PI' 1-;: ,'.-,(: 

~lr.ri~~ :-:l~ ·A·~·_~~ •. 'n c:ompll,int 

p,~:., :'=I;).1~t,. :: .llr·(~ ·"r Itl, ~;-. 

.'-~'~ : 

:I: 
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d. :nat t~e qoverninq ho6y na~ contracted or othc:~i~@ 

arranqed ~ith a :hirci ~arty (or plan ad~inls~rdtlon. 

2. :he co('"'~-.issit)ner sh.:ll1 by !"\;le rp.qul:-C' the ("".ain:enanct· 

of conf.dentiality of i.C'.formitllOn neld oy th(> pliHl 

adl~ i;"\ i 5 t r a to r . 

1. i'he failu~e of the governinq cody to :Hovide t.he 

c~rti:icate of compliance required by subsection 1, or the 

falillre o~ the goyer~inq body or ?lan admkR1strator to abide 

by a rcqu~rement of the plan, this chapter, or applicablf>; 

rule. :'s grollnds (or action ,",gainst th~ plan. including ca'Jso:' 

for dis.lppro'"al or discont inuance of the pia.,. 

Sec. lOS. Section 512.29, Code 1981. i!) ar:.en,'eci to read itS 

tollo''''l>: 

512.29 CERTIrICATE or AU'l'1I0RITY -- rfES. 
If ;:he COII'::liSSlOOer shall approve the article!'; ,lnd dl~0 t.he 

bYl"'''-'' ::H cu~e:;, the corTltlligsionec shall ~5SUP. to the ~ .• oc~ety, 

o:-dor, or dssoclatlon a cerlifiCdte of ituthority, authorizing 

It to lr~nsact business within thlS sta~e tor a period of one 

year (:0:-:' the first day of Hey June of the year of it~ ~ssup.. 

for ... ·h:.ch certiflcate and all proceei.lin"s 1n connection 

t;,ele .... itc-" tht!rp Shdll be paid tc lho corJnlasioner " fe'~ of 

I:lfe"ty'·h.~ ,?~~...!!..u!,.d.~~.2 dollars, and fa: each annudl r~:'l~""cll 

lhea,()t a jik,€! fee shall be pdld. 

Sec. l06. Section j12A.J, Coce 1987. ~5 am~llded to :~.-l:d as 

f\1~lo ... ,s: 

'.:>12,\.) !IKO~P()RA"TION .Y.ANDATOR\'. 

ae~~c~ a bcn~~ole~t association shall oper~te in th1S atate 

1t shal~ fir3t )ncor?c~ate in ,1cccrdar.ce 'Jilh the la· .. ·s o! t.hl'. 

r,t.,He, and ttle .!rticl~~ of Ino:-orporatlon dnd byla· ... ~.> ~h,111 l:c 

~ul;:nit~ed to thi.' r;om. ... ;"r,iooer. If tr.e (;o:~)/I)i$f>ioner finds :ht·;-, 

ccnfo:'" l(l th(> :eq·.l:' [(1",~nts of t.he :a .... ,"Hi all clll!"J (t~d 

re.,·:~;\,:ons pcr;;":".ulgate'; undp.r ~h.f. cnapt~r. th •. - ,;r;'.'TI15~;IOrlt'!' 

~t',cl.~. l,:;Hove ti',e .1I't.:les of inr:ol'pora~i(lll i..flr] (1;(: thf~rr. ''''1' 

:~e ~~::":~ri ~I st~:~. c·,,>:>,:.' t:-(>n .. ·.J0lt.·r~t ~".;)(".,' .•. ~ .. ~ ,.r~ ·,0 

tl:"~ ::" ,r!cr.~PQ:,l· .. ::l:'t s:lall SU()!'"}'. I~.'; <jc:'.t'r:ll ~.cH' )~ 

cp,,~a· .. :' ~"i' CCI/T1.;,:.~:)nt'r a',~d if tt',(' (;(::~JI1I~;~".()"C: f..:',(!:; 

C?:".tc:·'S .:. ~:,,: ~ ... ·q':·'-:-'fIP:'.('; ef :n,: 1,"'" .. :'to Ci:l r~:,'::.H\,~r 

;{.')'lS..:' fl.P. 1 :W'J, p. 4 

r'JtC's ,\nd Cf:q'JI(tt.io:lS pro/llulg.\t('c unoel ::)~!; c.,apT,e[, tne 

CO:"'.mi5~ioner l>hali iqsue " Lr;e(".qe t.:) '.'xpl1'e (In ~h'-' first delY 

of Mtsy ~.n~ a~ter i5suanc~. S~~:: !!'~ lic~C'.:H.' t.llall be :~ne...,c(: 
frortl 'tecH to 'telJf upon app11r;.\t!,:.;, of t.h~ a5,,(:ciaticn, if th(> 

cofl"ltC.issionC'c finds {ro/ll @Xcl::llllat.lOn thl): it has COllfOrlf,cd to 

the requirt~mentf, of ,111 1.1'''s dnc. .e(;u)ittlons applicable 

thore~o. 

Sec. l07. Sect~on 515 41. Cede 1987, IS dmended to read a~ 

follows: 
SlS.4:! ';nUiU: OF CERTIFICATE .- REN£WA!.. -- 2VI!)I::NCf.. 

Such r;prtifiCdte of authority shall f>;xplr~ on the first day 

of M~y June n~xt s'JcceC'ding it!) 15aue •• lnd f,tl.lII l:e renewed 

annually so long as such cC:1'I!>any shall tranr,act bl1Slnef,S in 

accordance with t;-re r~qllicem£!llts cf !,)'."; a copy of ... hich 

cert.iflcate .... hen certifu..·d t.o by the co:-:"lltlissionec <;f 

insu[ance, shall be adnissli)le ~n evidenc~ fo: or aqalnst il 

CO:TIpany wittl ~he sall'.C' ~ffect as the or1ginal. 

St.c. lOt:!. S~ct1on SlS.lS, un!'",urrbereJ pa:-agraph 1, Code 

198'1. is 'l:TI'-'nded to re,ld 01\9 folIo ... !;: 

Such ,l~socidt ions f,t).111 pay tr.t' Sdrne expp.:tses of clny 

~xamin.\tion made or ordered to be rndde by the COlTlll1i!;f,IOner of 

insurance and ~he same tee~ tor :hc annUAl [('ports and dnnual 

cel'tlficat,~s of iluthocity as ,\re required to be p .. ~'! by 

dom~stl,C companies orq,\I1lzed ~nc: ooin"1 bU5iness uncer chapter 

SIS, ' ... hich (;el'tdicat~!> Shelll ~X;))fe H~y ~u.~ of th~ ,l'ar 

follo .... lng the date of l~5~f>;. 

S(>(; :09. 5C'c~i('n ~)19.'J, Codt· 19S·.'. IS ,\rn~ndl-d t:> :ead itS 

J 0) Iv"'!;: 

Sll). 'J r:::ES 

5u,:11 a :nutll'll Ins\..titllCe corp:;rc!':ivn slldl~ !)dy t.ile qe\rr~ f~f>;!> 

fur adMission into the ~tatc~, fc: annual reports. and for 

<lf~nu,,1 CIP.I'tdH..:dtes of dUt.ho: 4 ty .\f, .lr'! 1'l'(IUI:t'~i ~o be p~;d by 

:i()r.e5l1c /ll',n,uc.! (')mpanlC5 ')cga:,:,·.";' dna \~oing l)usinC5$ \:n(\er 

(;flaptt.: Sl~); such (;pl't~fl.:;ate ~t',~.1 tC;Y:;.re ~~: h.;n~ 

1f>;.lr !<;.il(,'-·Inl t.h\~ d,\t .•. - 01 ~r,'.; ~:;';,:f;. 

.) ( t t,,~ 

')cr: 11(: ::;,:\;,~')n ;20.12. '.:':'·1.'.1': ; S .Hn'~rHif.·rl ':) : \',,(; ".:> 

:-:-> 1 ! :.> ..... 

'J2:' 12 (';:,:<:Ii':CA':!: :)f ;,tl':"!i:)?::'. 
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Upor. coltlpl i2.nc~ · ... i.th ':.hf: cequi rf~;~ent,.. of this chaptl:c, t~e 

COIMI1!.Slonec of }t',gllCitOC~ shal! i S3ue ,\ eec t i f icate of 

authority or a license to the attoc~cy, authorizin~ the 

,Htorney to make such contracts of illf.u:Ollnce, which 1 i.c~n5e 

shall specify the kind or ki.nds of insul'<lf'.ce and !ihall contain 

the nane of the ittlorney, the IO(',Hlon of tn{> pri.nci.pal office 

dnd the name or designati.on under \-'nich :..i\Jch 1:0nll'ar;l;f. of 

intiurance ace Issued. S~eh-}iee"~e-5h~~} ·~e·'reMe~ed··an~~eii1 

o'~on-a- 5how i: n~-that;·· tne - 'tanaa:d-o f - '0 ~ vene., - r~'1t1; t't':d - hc:oc:r 1'1 

ha~-been -fII8 tnt-at ned 1 -and - thftt-t'li} - f ee!lt . ftl'ld -l:oxt':!J ,. t' eqd i :ed-"4 \"c 

been-paid Thl" cer~~~_!~atl" C?:~.dllthori.t.y ~~a~.~_._ .. :"!p':.~.~(.' on _~t:L.t.: 

first d~Y .. .<?t..;r.I:I.!'~ .. _ne>':.t .. su~~eedin9 its is-:;;.I!.!...!........!T.!d. s~~<~.~l i.1P 

[ene .... e_~~~_~.ly a~ 1009 as the 5_o_~l?~.n.y .trans~5t~~ bu!;iness In 

~ccord!!lce with the reguiremen~s of ~~.~. 

D1V1SIQN 1 I 

Sec. 201. Section 8J,4, unnunbeced paragrap~ ~, Cede '987. 

lS amended to re~d as follows; 

A self-insurance association formed under this section and 

an association comprised of Cities or c0unties!.9L . .2oth, which 

entet"jI ~8.y~.~0_~red into an agreement under chapter 28£ for 

the p ... [~sC of establistlinq a self-insured I]rotllp-ph" p~?9r,1rt1 

Cor the pay,-nent of workers' cc:-.p.:-nsatio .. .1nd benefi.t" .He 

exempt fro~ ta~ation under section G32.1, 

Sec. 202. Section 87.4. Coole 1987. IS amended by addinq 

the fo110...-1n9 ne .... unnumbered paraqeaph' 

N2"rI' Uf.:'~~Bf:RED ?IUlAGRAPtL A s.~l1'-i.:-::.uI·ed program foe the 

payment of · .. orkers' CO::lpen5at ion bcn~'f i t~ ~~tabl i !>h(:<! by an 

a!>soClat\on com~rised of cltie5 and COlJntH~S. Ot· both. ""hic~ 

ha~e enter.:-d into an aqe~ement undee chapte: 28£. IS not 

in5urAnce, and is not subJ~ct :0 cegulation ,'nder chapt~rs 50S 

t.h!Ouqh S2JC. ~ert:.bo?!S(HP in s;J(.'n an as!;(.oCliltlon to'J,-'':her ·"it.h 

?il)·m.l!nt o~ pre:-:"lj,;I!~.S due re~I~'\"c:~ o;.hc II'I)rn:,pr te'lCol obtaill~!"lS 

Insurance as :equ!r~rl in ~~ction 67.1. S"C~ .~n ~s~~ciatlon l~ 

n(...t r(!qu.r(>o t.~ ~\!'lU'lt. It~ ;<:,):'; CI· p'0t;ra·· ~(l th~ ;:()c·.mIS"!".IO··.{'C 

.".f ir.su~.HH.·(- f::-:- :·-O>~·le"· aCId aP:J;·, ...... 1 prl_: t.o .r,._ 
.::"I?l(>m~;.l,\ti{.'~ .=t:';': .:0 :'.Gt SUOJ~ c .. ) r·.,:r:· ':: T,\t,>~; 'l\:')~ : .... .: b! 

~t' . .:- COI;)f"l;:~".·:>;"d<~ :'?la'.lnl l:) ·<fl{~.':;_ ·<:,l';:J-'?·)~.lt Icn 9f("I:' :.~l (-

tt -
p.()'.,~~ :·.le 2l0"l, p tJ 

I nsurance progr.lm~. Slier. ,1 prog:,1m i:; Jee~'.·lj to be UI 

cc~plidnce ~lth thlS ~hapte[. 

Sec. 20). $p.ctlon S08e.l!. subscct.ion ., P?f<ltjfaph c. Code 

Supple~cnt 1987, Is 3~end~d to r~ild as fol1~w~: 

c, In a li.quidat ion or :l'habi.lit,llion p~oceedinq involving 

<1 domestic inSUC4~[, be dPPOlCltcd as the li.(;-':lcator or 

rehabilitator. if-ft-forei9n-or-ci~~,,··~e~h~~-.n~drer-.~ 

~abj~ct-~o-a-i~qb.dct.e~-pt"oee~d.nq-.n-it~-6e~:e;li.1ry 

;ari:~diet ;'on-or- ~tll t~ -0 f - en': ry· .. ·· t-;'1e -eo1!Vl'li ~~!:one ~ - $hc i i-be 

~rpoint~d-con~et"vfttor. 

Sec. 204. Section 508C.12. 5uhsection 1. paragrdph b, Code 

5uppl~ment 1987, is amendp.d to redd cl~ f-:>110· ... s: 

o. Report to the boara of directors · .. ·he·~ the commissioner 

has taken any ot the actions f,~t forth in ~.:.Haqraph ""," or has 

recpived a report from. any ot.hp.r corn.-:'l.is!';l.oner indicc1tir.9 that 

I!I:ny·· ~tleh-ee:t to"- nll!'!- been - tll~~n-1: n - a:l"l{")ti"l~ r - ~":(lte ~'?~.t.?~!. 

~_~.~.'!..!.~.~. ~~ .. ~_mp'1i[ed or. __ ~nso1ve_~.~. ~eport5:0 t.he board of di

rectors shall contain all significant deta~ls of the action 

taken or the report received fro~ another c?mrnlssionec, 

Sec. 20S. Section S11.8, $uh!')ection 10. ?arJ.qraph a, Code 

Suppleneot.: 198·J, I:; .\r:'.ended to ~ead ,1S foll.)~!'i: 

a. r(ea1 estate in thi~ st.He .... !lien i:; r.ee~sgi..lry for th~ 

accorrut.o,Jation of the confany 0, <t~~soei.1ti0"'. iI:-, a hO:'le office 

or in the transaction of its businp~s, In :he erection of 

uul.ldings for such purp:)ses, tht~re :n,\y bl' ~dded rooms for 

rent, Beforo the co~pany or a~sociation inv~sts any of its 

fund:; in ,\ccol·dancL' · .. ·i.th thi.s par.=t9raph it "h...=sli fiest obtai.n 

the con~~nt. of th.:- e~ertitive-e~tlInc~l-of-t~~~-~t~t~ 

£p~.!.;>s.l(?np r. The rn<tx: mum ,1mou:)t ..... tli ,,0 a c:-:nrany :Je 

.1Ssoc.i.\ti.on ~hall be ~)(>rr."li':ted to iil'J~~t 1:""1 .\cc,?rd,1/lC~ ·.,it.h 

:.hese pr()vigi.on~ shall nQt. t~xceed t.:-n ~~rce~t of the lcqal 

reservc. Hcwev~r. a stoc~ com?any ~ay in~e~t ~uch por~ion of 

Its pai,l-np I"lpital. In addItion to ten p~:c~r:r:. of. t.h~' leg.al 

r '-' ~; I: r v I.' , <t:;' I~, .,ct ht~ ~ I: ~<: ';:0:'l~.: . T. ' .• t t:' <I ;,it: . () ~ ~ t " 1 p.!pl 

e p.f.~r .:~. \I:d~! ~(,(.'t ,(:n r,06 ~6 • .'!:H: ~. r .• ~ t .~ . r.. • 1 ~g'll T('~~r'J~ of 

t ~(! company sh.d: l"~ ~q;.;<:. .. .) : ~>;(:-:'-'t.':~ : ~'" .,'IV.., ):It .)( ! r!; 

·~"il~· Il~ c'tpir.i.ll ~Jtr(; .... 

J: 
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Sec. 206 s~,:~ Ion S 11. H. s\lb.;;~ct..()n f), C()-:!.~ 1':18'1, :':1 

;tmend(>c b:: St~ .... ~n'J lhe sllb~.~ct ~on 

SQ'C. 107. 

1. Ch.'pter 5::0, Ccc.P. 1987, is repealed. 

2. Sections ~07.S and S~~.41, Code 1987, are [epedl~d. 

!){'/IS::0:-: III 

Sec. ]01. Section S07.~. Cod~ 198;. 's ame~d~d :~ read as 

tol101.o'5: 

~)07. I ·'CO:-tP.~~I'i" DI:l-·I~H;lJ. 

fhe-vord-"e:!:!I.~tlny:'-t'l5 ~ used in ~h15 chapt~I'.!. ~tHd::t-l!'enn 

"ccrp.<!.n...Y.. .. n:'~~.~!? <Ill C(lMpanl(.'s 0, aSSOcldt ions organized under 

t.:'le provi~;ions ~f cha!>ter$ 508, 5ll. ~12, ~~~, 514, S}.ItL 

~)lS, Si5C, ~)18"., a".!;oci"tion!'> subject to the pto1Jision~.> of 

ch"'ptt'r~ 518 and ~,20, and a~l c;;.mp,\I\ies or aS50c~<1tion:'. 

admittl~o1 or see:<inq to be .3dlTlltted to thiS stc\tf: u:)der the 

provi!'>ions of &:'ly of the chaptecs hec~in referr~d to. 

Sec. 302. $?ctir)n 50".8, Cod~ 198", i5 3::'1ended to c~ad .13 

follo .... s: 

507.8 rAYXr~r BY COMPANY. 

i'he cO'fllni!'>sioner ~~:l./tl1 "'I:on tr.~ cC7':_plt..'tion of an 

L.x.!lmindtion.!....~~_t S':'C_t.l. ~.e:9U~_<!!.......!!~t~I··:~!.s pri..~!. tc \:ompl~~ ion 

as_ thc. C9nvt1iss~0n.er dc~c.~~in_e...!!.!.. pro?pa~<.> an .account of ~he 

c::>sts incurred 1n perfor:ning anc; prp.p,lC~r"I<J the cep?rt. ()f f,ucl'. 

l'xamindltc:ns ... h!ch sh,di. t:l' c~.'lrqed t\) .100 paid by ~;·)e 

r:-ompll.ni. .. ·s ~)(,ll-·,.'ed, ';'H·.d Up:'lr. tai ~U:I~ oc :·efu5al of allY C0r.'1~)itny 

exa:-1in('d to p.ly :;uch bill or bill::;. t·:~e Scltn~ rray be ;l'covf~:eol 

In ~n action bc::>ug~t III ~.h~ ndm~ of t~e !'>tat~ ~n6e~-~~e 

d:reet:i~~-()~ ·t;,,:'!'··ex~e"'t:i·It!·een"e;'~, 3:),1 t)'l~ C0m. ... I.;.=.~cn": rnay 

,.~so rcvo~t' tM~ <:"·~llfi(;at.(' ';of <Jut-toOt_t'l vi $uCh :·(;~~p,l(ly to 

tra~s<Jct bU~I~e~~ ~it.hin lh:s state. 

Sec ~OJ, Si.'I:~.i\)n s:l..:n, su:'sect:')1\ 'J. C:)(1(' :987. I~' 

d::'lend(>d C'~,l'; :t~; fol10 ... s: 

S, f:.r ~.,~:,:-e..,~,.-e.f-~r::t-;~~~r f!:,,::!.. ·~dt-:· ~t!~~:'! ,..~':" 

f~::~~~·~"':e-'~-: =,~r~~f":I':<:l··~"':e a(flxi~-:: r.·1\"· ~!·::i(' .. \~ ::~.)I ") 

'l~:- 9,\r,~: .,.": .·I~.t, t:t~,~ ::1·;I';;(.n. ~: ... ~ . (.:. :('l~iH~ 

s(· c.·.· ..,!' ',I', . 7fi, ;OJ ;':;('.: .... ,,: . ,' J o'! ",,>.;, . ~; 

.'.:r,."'.O·:·: ~f.'''C !'. f.)! 1(,._·", 

-

!!oo.;"~ ~'Ilc lJI;"l. p. 8 

S. for e\,,~:,y··e~~y-of-tl.f'lr· ;:ttr": rtl~dl 'hr::1-e~r'lt:'l' per 

f!>ho:;-e:t'ld'foC'-eert:i:fyrr:q-~I\" at:~dng the i)t'fi.c.a~ 5(,'0111 t.") 

~ny paper filed witl1 the d~vl~ion. f~,~ ~!~ dollars. 

Sec. 30~. Section 520.19, Code 19B;, is dmended to r~dd as 

follows: 

520. 19 ANNUAL TAX - - n;I:s. 
]n lieu of all other ta>=es. lic~n!'>es, charges. ,lod fees 

.... hatsoevcc. such ~ttorney sn~ll r~r ~nnu~lly t~·the-~~ret!~cr 

of-the-dep~tt~~"t-o£··re~e"tte··~nd-~~nc"eey-~r-~-d~po~itory 

"e~ :tgfH'ted - by -t he -d i't'ee~ot' -of - t: he -cl':par t:lller'lt· of - t"e.,.t"nn~ ··ttr.d 

f ~ nll'r'lee r -on-lIeeotll'le··of - the- '; rCn5t1et i o:'\-o~ - !!ouch -btl~ 1: r'le~!I·· 1: n 

thil't-!!ot:tl.ter P',\y._!.£...~h_e S_9?·lItIis.;;~one~ the Slime fees .~$ are pail; 

by mut.ual cOr"l9a:"lies tran~actillg the same ~ir,d of business. dnd 

an anllu.ll t~x of two percent, if a domes~ic :eciprocal 

orC)anizalion, ,lnd t· ... o percent. if ,1 fore~t)n reCiprocal 

orgclniz.Hioo, c,11culi\ted upon t.he grosf, pl"(.'ml'Jms 01 dCP05its 

collected from subscribers in this !>tate durinq thPo pr-:c.~dinq 

c,\l€?ndar year, after deducting ther .. '[rom retucnfi. or 

caocellations, and all nmounts ret~rne,1 to subGcribers or 

credited to their aco:.:ounts as saving:;, '\nd the amount rt'tllrn~d 

uyon canc(:led ~:!llcic$ and re j(:,;t.<~d appl iCilllon$ cover Lng 

?copcrty gituated or on busincGf, dcn~ .... ithin this slate, 

!>1VI$10t~ ]1] 

Sec, 401. SecLion 515.~1, Code 1961, i~ 3~ellded ~o read dS 

:0110 .... 5 : 

S15,1l PROHrH!1~D :JOMtS. 

~:> ;>iICt 0f the o:.:a?~tal ce!:ec:eo! t/..) ~t\.\ll bl'!' ~~,:·tly 9...!. 

'.~Ld.ic.ec.~.l'y lO.lnl'd t,) ,):;y 0fflcer.!. ,,<;- ,I.i..£!.c::.~o~! !'>tockhol~l(:c!........?r 

~_~?l.0:tcc. of t.t~~ cOr;'_p.3ny £..E. l ... ' :1 .. ~~la5.iv~_~ .• \;)y <!f_fJ...c_l'_r. (;c 

~lr~c_~.0r cf .t..!.~ cor,·p':".r":Y· 

S~c, 402. s.c~ti.on Sl';.35, :;\1:)$<,("1.1011 ~, ?c:H<tgr.1pn n, 

S· .. bp<"lr,lLjrap" ~~), ~:od€.' 191)7. IS cl:;l;~n\:ed l0 c.?ae a~.' follo· ... ,~~ 

(1) .1\ ccm:;'<tnf ):(Jc!nlzt'd \lndt>:: :t·.i$ chapt(·:· m,lY Inve~.,: up 

~("; ()r'lt! t· .. :! perc~·r·.t of ~ts ,I,;mi~t.,: ..t.~.,,;.,t:; I:) Sf':ur.t.lf~f, '): 

;;:.)~")rr·y ;,( clny I<.~')(I. ~·I·.rK'ut. ~(·!;···I~~_"H1~ (': l::":"ll· .... ll;)n:.;. 

. .'~",,·('pr th()~~ .rn~~o!;( .. j ,:" I~ .... ~;;n,.':.:., .! .. ~.\:.iL~"S 1'1 'Jt>:),~.,!~ . 

e 
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Sec . .. 03. SeCllon S15.4'J. Cod~ 1987, is (lml):"Hhd by 

stdk:-.9 the sec~ion an-1 in::;ertlnCj U; lieu ~hei'i:>of the 

tollo· ... ',q 

;lS.~9 LIY.ITATI0N ON RISKS. 

A c:'7Ipany Shdll not expose itself to 105s on clny one risk 

0r h<l7.~!,d to an aruoll •. t ~xce('dinq ten percent of It!.; ~j.urplus t(> 

POllC:,..".')lders unless one of the follo· . .'loq il~pl it's: 

1. ?he t.'XCI..'5c, i:.> reins\l~ed in some- othe:' qo(' ... J and reI iable 

COO1IMr:;" lit:ensec to acll insuranc~ in this st.ate. 

2. The excess is reinsured by a group of indlVid'Jal 

unLncQ:porated insurers ~ho are authorized to sell \nSurdnce 

in at :~adt one state ot the Unite!\ States and w~o possess 

assets which are held In trl\~"t. for the benefit. of the .\i .... ~ric,ll\ 

policy~olders in the sum of not less than fifty million 

dollan. and a cl'rtificate of such rcin$uranC'~ Sh.lll be 

(\lrni~:'\ed to the in~uced. 

J. :he excess is reinsured '",ith .a company · ... hich lIas. with 

respec: to the cedlnq insurer. crt"J.tt"d ,\ trust fund, m.lde ,1 

deposi:, or obtained letters of crt.'dit. on te~:ns 3"tisf.1Ct.OCY 

to the CO~~LSSlon~r. 

S~C. 404. Section ~lS.80. Code Suppl~m~nt 1987. 15 am~nded 

by stt.<;lnq the 5ecti.,)(~ and insert.inq in lie\; thp.r~of the 

follo ... -:~g: 

51:-.80 f'ORn:i'rURE: Of ?OLlCI~S .. - N(),,[,ICE. 

No ::-01 icy or c\)Otcact o~ in!>ur"nce. unless othcc,.,isc 

prO'.fl":-:d in 5(!ct~on ,)lS.8ll1 or S15.81B, ~HOV1': .. -d {o~ in ::hi~ 

CI\tlpti?7 5hall b~ forf'.'lted. suspended, or cclnc!:'l .. -d tor 

n:mpay:-,€,:1t of ,lny pre1ll1um. assessmen".:, or inat.dll:nent pc:')v:.t1('d 

for ir ::'(' policy, Ot 1n any note or contrdcl to:: the Pdym!:'nt 

theCf~::, unll)$f: '''l~hin t":litt'i days prior te, cr or', )f ,tI'tef 

th~ ~a:~rity th~:eDf. the co~pany ~erves notice ~n wr;tlGg 

~~0n t'~ insured that th~ prem1um. ~3se9ament. cr _G!;t~~l~e~t 

is \II,;E- :1' t..J ll.!c::-m~ du~, !'>tatlnq tl)f!" amount., .l:.d th" ,\mount 

n?;re!, ,:.~ tJ p,I:' l":'.e C\;~.:,()r·'ilCy S,1<;!' 1',1~,~:> .• 1' .;"! ',.~t.' tirr." 

t.:-<~d .~ the no:~CP' wn"'n the In!,;'):il:',('~ 'n',:l :W!;,;!;p(>nG"!C:, 

!:)Ct., ·'.'C, I); ~.',~I': (".~. ~':l,(, ,,;-',1 .. not ':.01: :~:: ,1',1:) t'~l::' 

1;,li;' 'c'~ ,'.".'(v' ::I: .::~. (:')C .• C:"', ~:)~C:l r.~.l., b,~ lr.;~dl.- !n I'!': ,;('1:. 

~ e 
1l.:;"J:.;e :'ill~ 2l07. ;). LO 

oc oy sending ~y certified mall d letter d~c:~3sed t~ t~e 

in!.>ur~,j at th~ inl~Ul'o;:d'5 pc)st ~tCCf'> ,~t. 9lv~n in or u?~n the 

~olicy. anything in the pellcy. application, or & 5~par~t.e 

aqre~m~nt to th~ contrary not~ith~tandln9. A post cffice 

department c~cp.ipt of certifil'd mailing sh')ll be proot of 

rpceipt. of th,-, regi$terl~d mt\iiin9. lIo...,evec, notlce ot 
canc~ll,.tlon of ,l 'R'orkef~' cc,.p~ns(!.t~()n p.)licy due to 

~onp,'ym'!!nt of the preni\JlII may be (~ad~ in pec!>on. or by rrail, 

itS othf!":wi!;.e provlded, but n'!:'ed nDt. I>~ served bi cert.it'ied 

mOl i 1. 

Sec. as. Se<:tion SlS.81, Code Supple::'lent 1987. is a:nended 

by striking the section .. Ill! insertinq in lieu thereof the 

[0110 .... iI\9: 

515.81 CANCEI,tATION Of POI.ICY -- NOTICE 1'0 INSURED OR 

MO,"{,~,(;"GEE . 

Unless othecwi~e provitled in section Sls.alA or ~1~.81B, at 

aoy tim~ aftf!"r the matucit.y of a premium, a~sessm~nt. or 

instllllC':'lenl provlded for in the p:)licy, or any note or 

contr.lct: for the paytrl)nt thereof, or 'lfter the ~)'u:;!,e-nsion, 

forf~ituce, or cancellat,ion of Any policy 0: COntract of 

lnsur.lnce. the In:;'Hcri lIIay pMy to the co:-.pany thl) cust~c:nary 

ShOl'l cates and C)f~t.f; o~ ;!ction, if one h~s been cctM'lenced or 

judgm~nt I'endercd t(lcreOn, and may. if the ~n5UCl'd f.O elects, 

have the pol i .... y and all contrt\ct.~ 01' obligat ions connected 

lh~cewlth ..... hctMer il\ Judgment or oth~rwis~. canceled. and all 

su\.'h policy ,\I)d C0:'lti'i.lCtS shall be void; and in .:af,e ~f 

suspenslon, forfeitllre, or f;clnc~lLH1on of any p<)ltcy or 

contr.l(:t ot in~~ur<1nCf!", t.r.'.' ~r.~\li'ed ~hall not bl!' liable tor any 

qr~at,c= amount than th~ ~hort tate~ earned ~t the date of !>\Jch 

5USpe:'lSlOn, f0c(eitur~. DC cdnc~llation and the cost~ of 

actlon ?I'ovicled ff): in tt';lS ~f~.:~i(,n The ?~ll(.'y m..ty '1P. 

C,1rv,;(!1~d b"! t.t~,-, insur.~nc~ compilny h'i fj.(~rV1C~ of nO~lce In 

wl'itin'1 u;:-:-o t":le in:;uct·,i · ... Incll not:ce ~.;h,\~! [~X th~ j;ite o( 

C,' '"IC'(, 1 I,,;. 1.>;) ·h·;l'\C:) ahail hp: 'h': It-:;:; ([1,,', '~'l Q"ys <lttt': 

~erVl~~ ~t tl)(~ not.cP. The ~e:~l~C ~f r.(,::~~ m .. y !)~ ~ade In 

;'(,~:;:)ll. J: Jy .T,lll.r.u ·,co:..' ~\)t.':I~ ::. :r'.;,· I' '.;:'~(: .!: ~,:'." 

.'·:~""c~() " fJe"t' ,)f:,(;,· lcidt~,~:; .JS ·JI'./P::-. 1" ;1::'.:) "l~ ;:~::(:.: 

:I: 
'TI ., 
W 
o 
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':1' to clr:C"ther "cdre,.:; g,",;;:;- :? :,:'e com;lany In W:'lt I~lg :Iy 1.:11' 

Lnsured. A post cftLce ~~~a:tmp~~ :pcelpl of c~rtli~~d ('f 

:egi:.oterec :""ailing s~al~ :.e ·:h:~rl(~d !HO\)t 0:;: r~cf!ipt of thl' 

notIce. If t:",e ?-(,~Icy ~s ~",nct.·:ed by t:lI~ i:',su(",(".<.;( com.pany, 

the Ins~rer may retaIn 0~~y the pro rata premium. and if thp 

Initial c,lsh premium, or ~.,1y P,Hl thereof. has not. ;!p.en paid, 

th~ rodcy ray be c.\nct.>:e~ ~'I th.:- inf.lIr,'.nc(- cornp<t/lj lij gl~'in<J 

notice to the insu:~d anc ~~n clays' notlCl' to t:-'e ;norl9<1ge", 

or other pcrson tc w/'Iom ti".~ rollcy IS made pc1yablp. If ",ny. 

without tenderin9 ar:y part 0: portion of the prp~illm, any=tlinq 

to the contrary in tMe p:;.licy notwithstanci.ng. 

Sec. 406. ~l.!:..~~i;C"!'I.Ot-'. ~)1~.8lA CANCI:LLA'7'lON 01' 

CO~Ml;RrIAL LINES POLICIES OR CONTRACTS. 

1. ;.. cor'.":'Ierciai l';':1e policy or contract of lr,~lHdnce, 

except" policy or contl'ac~ tor cro~ had or mult.i.peril 

Insurance. which ),<1S not been p:eviously rene ... ·ed (f",lY b~ 

canc~lcd by the insur~r it i.t has been In effect tor less than 

sixty days at the time notIce af canc~llatlon I~ rralied 01 

cielive(ed. 

2. A co:-:-.me:cial line poli.cy or contr.act. of i.nsllr.1;)Ce, 

l'xcept ., pollcy 0: contract for crop hai.l or tnultip.el'il 

in$ura:lce, ",,·hich has beer. ~f!ne .... ed or .... hlCh has been 1:1 efft.·ct 

for more than sixty days s~all not. be canceled un~ess at least 

one of the follow~nq cone I t 10:15 OCCUI'S: 

,). Nonpaym~nt of premIUIl" .• 

b. Kisrep:esentaticn 0: fraud rna de by or wl~h Lhe 

knowle~ge of th~ .~~ur€d !n obt~in1ns the po~icy 0: ccrltract, 

w~e:-. rer,eIJlng :ht.> pclicy Z': contrdct. CI II) pres~l~t~:)g .:! c~,'i!'· 

~/lder the pOlLCy 0r contra=t. 

c. Actions b'l t~e Lnsu:cd ~hich s~bstantially chan10 or 

inrredse the :is~ InSlI:p.c, 

" !:)eterm~nati()n bi' t~.l· ':OI",mi~.i~~.on~I' t.t~;j:, ~,r.e c:'ntl~lU3~1(,n 

\)( t.,<- ;lOlicy ... ·Ii~ :coP,1[(.Ll(> ';.h<C' Ins~~er·,., ,..\).vc!"'':"! CI 0,'")!1 

ccn8tlt~te a vioi~~io~ ?t :he ,~~ of th~s ~: any o~~~': Gt.\te, 

€.'. T'H.· lnsur~;: ",iI'; <'t( •••• ;j III it m,I:'lIt·:, '..;hlt'':! t.h(' Inf.\;: .. ,l 

... ne .... c: l,>1,·) .... ld : .. aV(· :.;, ... ;"" .•. ;, _'it" ·1 Vl')I.::: ;('1' (,1 t:rJ!,"~,". :of " 

?C!I.;, .::: COIl:r".,:1 . ":,-. ~-~ ('"~,ndl~ I("r. 

-
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>. cC:nll'.~I'l.:i~.: Lr.~ p:'"!lII.:Y or ~-:-r.t:,\ct ot In!)',!~anc~. 

except a policy or ccnl.ract ~0r ero? ha~l ~'r mUlti?e:il 

~nSUrclr)(_·(·. :nay bl! Cdll(;(>led ,!.t <lily t ~:-.(> .f L1(' .J)suct.': lO$~s 

l'E'inS\H.lIlCC covel'age ... ·t~i(;h ?rovide" eov(>rclS't.· t.o tht.· .1"~'\It'er 

foe ,! SlgIHfi.c,H1t portion of :,he under~1ln9 rlS'" Ins~rt.·d Glnd 

if the co:nmissi.onel' detcrmines t.hat C'"nce~ldt~on bee.luse of 

10s5 of reins~raoc(> <:ov~I'agt· I!, jo..;st ifl(·d. In determlnin() 

~hether '" cancellatio~ l,~c~use of !039 of rcirlsurance covprage 

i,.. jus!,lfied, th~ co:-.rnis!;ion~r shall consider a~l of the 

following factors: 

Cl. The volatility of tlll? prernlurn~ charged for rt.'in"~lJrance 

in t.he markp.t. 

b. The oU!TIber of rein:.ourer!> In t~c- market. 

c. The V,H i.ance in the prerr.iIJrf'.s ~or reins .... r<tnce ~,ffered by 

the reinsurers in the ~ar~ct. 

d. The cltte!TIpt by the insurer to o~tain alternate 

relnsurance. 

~. Any othel factors deemed nc-ccssary by the ccrM'IISSloner. 

4. A comnp.rci.al line poli.cy or contract of in~~rance. 

except a polic~' or contract fOI crop hail or ;':)ultiperi.l 

insurance, Sh,11l r.ot be cancel~d except hy not icc to the 

insured as ?rovided In this !>utosection. A notLC'e at 
cancellation shall include the :~as<.m for cancellation of the 

polIcy or contl'act. A notice of cllr,cc-llat,ior) i!". nc~ effectlv(> 

unless railpd or delive:cd to the n.lm~6 insured dnd a loss 

payee is~, le,1sL ten day:> pnol tu the l·{fect I ... C dClte of 

c"'l~cell<1ti.on. or if ~h(' c,o,ncelLlti')n I" b~caU9l' ':Jt loss of 

r~insurance, at least thirty day~ p:ior to the ef!ectivc d",te 

of c.lncc-liation. A post, offlct' d'?partr.eot cert.dicate of 

m<:tl1i;1g to the narred inf.urec cl~ t.r.(~ addr('!;f, !.hO'A·:1 In ~he 

polICY or cuntract 13 proof cl (~C~~pt o! the mailing: 

hO .... t.· ... er, such ,\ r.:ertiricate of mollLng If. not required ~f 

ca;~c,-,l:.lt. ien :~, [0r :l(,npaymen!, cf pt'er.i<..;,-.. 

$(>(' ... 07. ~~:iol ~r:C'!'.l~~. ')lS.21B 1;<)~jl<n'r.' ... 'A( Of CO~::~CIAI. 

l. ,m;s FUllCI£S OR C()Wl.'RACrS. 

, .... ~. ~:O:;II:.~: "hall n0t, : .. il r,,") ren,,"_ a ('(;~~'1'(:(,"lal i:'t' pr;.lc/ 

01' o.;orot:<;IC: of .:l~;.)!'<,.nr:'_· ~'<ll"!~O!. 0'; "',Cll';~ to.: l.t",C .. :e<1 .:;~; 

e 
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?,o'/ided in thl:i se(;~:.(.;· .. ){=..r.r('n(:w"1 or: a convncrcl.a: line 

policy or contrdct .;:c~o...:de5 d dCCI!)ion ny the insurer nl)t, to 

:enew :he poliel or cont:a~t. dn Lno...:rC4SC in the pr~mium of 

"- .... enry-five percent 0: =OCf~, ~n incr(',l.';(' i.;; :.he deductilolp '::If 

t .... enty-five percent or no:e, or a m .. ~t:~ri.dl redu<::tioll in the 

1 icr.its or covecaqc of th~ polley If contra.:t. H0wcv~r. ,1 

?rcmiu:D charge which IS aS5c$sed after ttt~ b*!ginnLrlg cate of 

the policy period fo~ ' ... I):cl1 the premium 1:> dup. 5h~1l •. ot bl! 

deet':',cci d pte:nium ~ncrea~e ::O[ the purpOa~ of Lhis sectlon. 

A noti.ce <of norHene .... .:d is not effcc.:tive unless m~li led or 

o.!elivered by the insufO:-f to the n<lmed i.nsured and any lo~s 

?ayee .at least forty-five d~y~ prioe to the ~xp1r~tion d~le of 

the p:>1.icy. If t~c ir.!'>u:e-r t.lil!). to me~t t.he notice 

rcquire:nents of thi.s section, the lnsured has the option of 

continulnq the policy for the remaindr.-r o! the notice period 

plus an additional thirty days at thp prc~iu~ rate of th~ 

~xistinq policy or contract. ;.. p<)st office oepartment 

certificate of nailing to the natl'.ed inSlIred at t.he .1ddl"'>S5 

shown in th(' policy or contra(;t is proof of rl"cpipt. of the 

::'OJ. il inc;. 
This section applies ~o all fOrl7.5 of cC:lIIl1l'rcial property 

.loci casualty i.nsurance · ... ritt. .. n purau.~nt (0 thir. chapter. It 

dces n~t apply if the lnsurer h~s offered to r~new o( if the 

~nsured fails to pay" premium du~ 01 any advance premium 

requir~d by the insurer ::O( reoe .... al. 

D]VI~ION V 

Sec. <;'01. Sectio;l :'06.2, Ccd~ ;987, .'i ~r~ .. nd .. d to t't'ad as 

:'011.010 '5: 

S06.2 SALE OF SECI)R!T:2S IE$'I'RIC'i'f:O. 

~elther the spcu;itief. in nr: ~ (i(::1!'t~t~C .n!;\.r"nce c..;.;npany. 

~o~ 5p.curities in a hcldil'.q compa:", (!ne -..: tt'.~· p\l:pO~C5 ~.)f 

";"I~C'h .g to 0r9anll'.", ~lIlrcha:>e, or ~)th~~'J.s'.' A,:q\li;'e ~,';)tl'(): 

"): t!" ~'?~~;;.lic: ~n!:'oJ(anc..-e C0I'1p.C1,. no( -:e;':'l·or.-~:.;hip 1:'"1 ,}n 

,~f,S(;(:'IAt~on In pr~c'-'5',; :)cganlJ':;.l::or: !,"al! :!'! ·,·'~ld .... c 

:;·~;:c:· .. ~d ur,t .. l !;uC;. "'::-.:.<1;)'1 ::1 .1~,:),:CU~· . .):·':, "-') 7r :)t',;n"·,,.,: 

.,?;:' .... ;:, !;t',al1 h.\'I'? :,: ('.;;".~!l:r.:~: .. Itt, ,.1 '.: :11(' '.;~"~IJ~ :I'Y 

v' • ~ -)n:; !'r.:(;.ll_!~ ,:-,~ (: r ,; ,1 n 1 z,~ ' .. on !; ,. ~ c. ~-:!m=-,I·· I l··' :H~d 

- --
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.lSSOCI,ltl(")11S, itlld al~;.(, :'I,)ve s>:c',j("':! :~():TI th" (.'oc."'I~!.~:;.ncc ::.f 

insurance ,\ c~ctlficate Irldicc.':.ln(~ fllll compliance 'o.;.t(l the 

provision5 o( this c..-hapter. 

Sec. S02. Spction :>O?C.2(), Codt.' S\JP?lem<.'n: 19B7. 1S 

~~endcd to read as follows: 

S07C.20 ()ISSOl,UTIO~ OR SALF Of IN$(JRE:R. 

ih(! cC:;J1lls:;iOller may petiticn for All ordec dit!;olv.r.q the 

corpocate existence of cl domestIc i.nsurer or t:1e (Jnlted Stat.eg 

hranch of an al ien insur'!f ciomiclleri in this ",tate i:lt. the time 

the COrf:,i:;.sioner applic~ for a liquidat ion order. 7he court 

shall ordec dissolution of tht~ corporation upon p~tition by 

the cc:nmis!>ionel' upon or aft.p.r the gr,lnt.in9 of a liq\lidat ion 

order. It the dissolution has not pl'evlolisly been ordered. it 

shall be effected by opee,'ltior. of L:t .... upon the diacharqe of 

the liqui<l3t::>r if the insurer is insolvent. Ho...,t! ... ~t, 

disiJolution rnay be ordered by thc 1.:0\lrt upon t~lC discharqe of 

th~ liquidator if the insurer is under" liquidation order for 

,..ome other reason. ~otwi.thstandin<J the .1t-oVe, upon 

,lpplication by the co:nmi!:.sioncr and follo .... inq notice as 

pn:.'scribed by the court clnd .a hearing, the C01lrt I"ay sell the 

corporat.ion as an entit)·, together with <loy o! its 11cen;;'E!S to 

do business. de-;;.pite the entry of an ordec of llquidatlon . 

'The s,lle .-ilY O~ I~ade on ';:~r ... s and co~di~, ion!> 'i1e court dep.:TIs 

,1PPt' opr i ate ;'nel: udi "~T -Otll:- r:et· I: tIm ted· ~O .. · the·· piae t"~ -or - the 

proeeed~ ,·:>f -the- ~e: ~ e-of"' ~he - eor!,(')t'tlt~· ent i: tY'4nd-i t r:e:"l~e~ -;, "t:" 
a.tt'~~t-fot'-the-be"ef;t-of-peiie,ho~dt'fs-and-eredi:tor~·with 

tro=eed3.to-he-d;'~tt'i:bo~eci·tn-the ~en,,~r-~@t !~rth":"I-~eet~~n 

~O'l€.~? ~?:R·ev.~!...!....!h~...2£..de: '<;Pl?co"'l_~.9 .~.e !;iI::e_~.~.it~.!....p'.~~~ide 
t.ha~. tt~~_~.c:..<.:£ds . .£!... t!~e. sal_t:: sh.\~~eCo::le p.~.~...!:....£!.. th!. as.~.~~ 

~ .. the .~E.~.~.i~c:!...~~~.2.~'!..!.....!.o ";:Ie (!.!-~.r d)l)tc~~ i.CI~':: ;'~.nl\e!.. sP..t. 

C:~t.h i n •• ~ec·l ~.~Il S2.~. ~.? '.~.~ .. t ha t. .::,.0<.> ...-or..E?r..!~. f! .~~.: •• t.i' . .£i!,.(~ 
~~,~~ l<:t'~:~es s~a.ll. the.c.~,~.r be ~.: H ,Hid .£..!::.. ... : f ~~ .. t .. ~l.£ 

C ~~\.~:~ .. )c .i .'!!:!!.!'~~. 5 .2/ .~ l..!.~:...~~.:~.~ n:;;. ' .. .£..5 d i....!:...£::;, 
F?1.!....S:'!.~ol(:' .... ~.7'.!...:.1.nd : •. ~,.O(·~:1?~.(!.!:.:..: .. :,:' t'~l~ ~:orp~:....:.:.: ion ':.:.0.d~r. 

: )(P!.~.~.~t ~~. 
Sec ';'(!.\. S.,=:i(r', ",~·A.'? ee\'(>; ~-}~1, !" "·',:l(i('c ; P.<.I ,! .1~' 

t <-: l :") ..... :, 
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tlOJ5l" ?I:'~ 7)0'j, ? IS 

')08.12 re~F.i 6!-1" CO ..... ?AIH P.S 'MA'! - b?EEjME - 86HES :-i€ 

~EDOMESTI~~T10N ~_ .. I~~~URi::f.(S. 

Any' e~!fti'.!!Ir.'1 An-2-.n5u.~er ·"h.lytI l:~ cf9anu:l. .. d ueder :~'; ~,l'~S of 

.iny o~~e: state o~-eoa~tr1' and .hjch-~~~-be~~ l~ ad~_::~d to 

do ~~s~~ess in t~13 state toe the purpose of ~rltlnq _;lsucanc~ 

.2Iuthor.:ze-d by ~hi5 coaptl'C7-t.!PO:'l :!~.Y .o.~l:o_rr,~ <.I Qo:n~~_;..2_l:~S.~ .. ..r. .. !...! 
~t co::.plyinq ...,ito :>~c.~.!-:~~91 ... ~.~_~:1d .... ith al. of t.he 

~c(:uirc/1'l~nt!l of la\.o' :elatl'/e to tt'.e 0rga:';1."'~i()n :\.!!.d __ ._1Ct~~~ 

cf ~ domestic i~5ar~nee-eo~panie~-and-~~-~~e-exee:cje~7 

£ilin97-~eeordin9-~nd-?ab!:~hen9-of-r.o~;e~-~~-jne~~rn~~~ton 

end- pe:yllle:'I!:: -nf -eorpnt'1!!!: t tot!- f~e~"b1'-!:i-,,: e -dol'l'le~~ t~ -t:~rp(")~at- ton~ T 

~.n~':I.r_~~.~.~_the !>ame lvp~ and 2.Y. dp.sic;n.,ung l.t:". pnnc::';>aI 

p13ce ()f bus.iness at-s-·"i~e~ in thlS Slate, ar.d.£. upo~ ;>ayrnent 

to the cor::;:'Ii!.>sionf!r of 1nsut"ancc of .~ ~t'<:w~lfec tax ii'. c) su::l 

~qual to :"·enty-fivc ;)ercl'nt of the p:emium tax p,,:d !)·.Hsllant 

to the provisions of chdptcc 432 foc thc last caI~n~a= yc~r 

llM".edl<ltej'l pcecedirlg ita be..:onting a dOllli.!:.>t.ic cocp0I'a;::lon or 

the s.~m of ten thousand doll.H.,\, ... hich~vcc is t.he l!.'5:.>cr but 

not less than one thou!;and dollac57.:. t."'_'Y becolIIl' ,\ domC'stlC 

corpocdtio~ and be entitl~ri to li~a ccrtificato:j of I~$ 

corporate ~Xi5t.~:\ce and licenf>e to tC<HiSdct ::"~ainess :n thi.s 

state. and ~e !>ub]ect in all r~sp~ct~ to the authority a~d 

j.lr i~~dlct Ion theceof. 

:rh.€; ~_~_~~.!:..! i ca t e~ .. .'?~~1.! .t. ;)(, c !.t'j •. ~c;en t '.:!...~p:>'1 ~!- t.-.er . ..!;..5 .l:id 

! ~ ce:1s~~~~.~.!. ,)nd 0~11t: r i tf.·r:;:j .'.h i,!~ .• )I·e . ....!.~ ... ~~.t.:.!nce ,~.t ... ~!1~ 

ti;:'lc a~.r.p.:!....~.!!>.t.ers .its c~.:_e...or.~.~~,?J!li.::J...!f·.:...t2 __ ::.:·:!...~;:> 

~t.a.u~,......£l::!'~.2£{,!'~ .~£......!:t'.~5 :>.r.::,-:.':.i.?~.,~~l~lJ <::"!.n'::in.H· In :"_.1 fUCI! 

,\ ~~_.£'~..!..~~I!.....I!p'~n ~'..!.l_~ ~ r ~.~..s: :L: __ f.::-c pu C l>?t'(·:'> -:: I ~' .. I~'> t .• "'9 

~\lI.:;2.!:i1.ar,ion!.> ,\nd ,ll)' .. ~'.t"".t': _coc~·::rat(: .. .?urp(l;;'<:·s.' ~::I:' ~:):Jur~:r 

!.2..._~~~.e.:'c~. t h~ :>.,'.IIIl' ell~.~ __ ~~·~.~~ i>.L~.<;r ... :£ .. ~.ht' .. ::.t:.~!,.5iYE 2£ 
~ t:.> .~:?nlc:.l.l:.: _~~~. ?\!.!:....~t"nd: ,:.Ij pc '- ~~2!.....cl~.!~_.!:....::.':..:~:;(~...!...I~9. 

in.s~.c_~_~'do~.~....!!:.~_~.i.!l_.i:: fOJ!. fQccl· .. ....:.\~\~I.~.!.~.£.: .. _~1!.:.::l ;"';~~(: not. ~~ 

.::.n<!o..£.!..o:.~ .~...!.£....'.!!~): n~ ... · n_1~e -)f t:·lt:..~(.:n~.~n'i v.=. :t~ ';f!'" 10c,~:ior. 

;,.n:' .. :;<; .:'(; ..• :(~".:..!:!'_"~_!.?Ln't· ' .. : .. ·.-.;·lI:J:.>!_r~t'! C': 11l~:..:il:·.~· • .' 

S-=-o.: so~. :;'.':".IOrl '>! c,,(~!! 1::18:. .~ :'.': f: • :. ( ... ;..1 ,1~ 

:' (' . :':w s 

, : -,";). 5CO,'(; . 

110\1S~ 1'" il t' BIj';. P 1(, 

'Ih.s C:1itptP.( !)t""."ll a?p:y t.O iJI! 'd:,d:.> of (~irt:ct :nS'.1: .. \rlCC 

cluthoc~l~d to be .... rittC'n by dn .r."IICI~C li-;;t!r~sed tc :.. .. pe-c,~te III 

thl!) ~ta~e ulldec chaptC': ~lS or chapte~ S20, except life. 

title. S\lC~t.y, ti.dellty, dis,lbi~ltl in<:l\lding i.lccldt!'nt and 

~lealth, ccedit, :nOrt9<HJe gu.Hanty. Ot;ean I",acine inaucancl', 

finarlcial ~uaranty or o(.h~r for~s c)( irl!;urance o([ccing 

pcot.ection dgainat i:"l ... e!)t.M~llt cis.;.;, ~! ... t,?rnob.ile .... a.:c<!~ 

<::::?_v.cr.,ge, 0.~_ i~5\l.ra.~~~_.·,:·.r_i~\!.~s~.\nt to .. ~S ~:~:.C:....1....l~OI ~..!: 

~~ . .<l.' . .'. 0r any transactioll .... ~i(;h. altoo'Jqh dl':)Qlr"in(l':,)(~ .~s 

ln5llrance. dc~s not c~5\Jlt. i:'"l the tran:;fer of ,1t1 insurance 

risk, 

Sec, ~OS. Section ::.i.:'8.2, f>ub!)p.ctior .. 1. ?<Hagr,lph h, Code 

198"1, is amended oy 5trik.in~ the p.1Cagraph and Insertirlq In 

li.eu ther(:of th(: £ollo .... inq: 

b. T:,c Cldilr". is one by an insllced for damage ~o ,)rop~rty 

pec~dne~tly located in this state, 

Sec:. S06. Section SlSU,'1, 5ub!>l!cllOn ), unnur.beced 

pacagrd~'~l " Code 19B7. is .1m~flded by striking the- ;'.=Ha'lcaph 

~r,d insec':ing in lietl t.hereof the follO'o.'lng: 

"Covc.cc clairn" doe-:; not i.llclude .1n amount due ,\ny 

:cin:jurt·c, i.nsu(f~:, in$uranc(' pool. und~rl.,'clling asscc:idt.i()!"I. 

or otr,cr gcoup a:.>aullling in~;uran(;e ri!"'~s •• 15 !>ubroc;'.:ition, 

("ontno..;t10n, or ir.dt.·:nnity rel.:cve:i('!.> ::oc ()t:'l~C"'lS~: d portion 

cf .1 cl<lL .... that IS ... ithi:l an 111:>\..;=('(I's deduc~.ibl~ 0: ae1(

In!:\Ic~d :p.t;~nti()n; a cl.ll;n fOI' unearr,t.·d pc(>m:unt (;,llculat .... d 011 

.1 =f?tcO.~Fl)cti.v~ b,,!:i!>, C'Xpt!Cle-nce-c3t<.·j pl,ln. <,t fHer.ium 

suhj('c:t t:) ';l\lj>l:Jt.Ir".~nt ,1ft.p:: t.~C;llirltlt.icn (;f th~ p:)li:::.y; an 

itmCII~t du~ ~n iJttccnDy. ~6"lflt~r, 8C vitnel~!.> dS te~s for 

sf~::·Jic<.';; I·"nde::~d to thl' in~(')lv.~n~ l(".SUC~I·; .1 fine. p.~!'v.lty. 

~r:tec"st. or 9\Jrli t. ill", or ,:xcn'pl .. c;· d.ln;a,?!:s; ,-,c " cli.lIm "n~It..': a 

p:)li.c~ :ss\;~d hy .on Ln:~.,)lv"'nt I (!.::.ut".!t" .. ·ith a ,:-:'du(;~ _bll.· .;...r 

"pll-lllc;uced n'~erlti('r. of tlo'C :")und;"~c :lcu:;an'; -:bll.H5 .;:: 

r' ,), e . ... claim undf.'( ,\ !iilhllit";, ;).)Ii("" .. shal. Ol' (·(rlsld .... ::~d to 

L •. ' <l ·~vt·~I;d ':I,I!1f 1: "s :)t ttH~ \:'.'.~dl;r.(· 51;' f,; tIll' fi·.,l~,? :;ot 

. : L.L.TI:, , '; ,1 I IO:J t : fl!: In" (). '.)~;):. '1 ~;:.. : .' : (r '.:" •. lfjUldi.,:·H • , f·.(· 

~" !" .: ..: ~;..-t di'bl-':-I ;f .. ' l~{!·."d ... r, ::'\;)~I·._p:.C~· "no • .'! 

:i.C .'~'. (·t ,.~c: i·t~I!; I'd: .:; H·" d)~:; ·~r· :';· .. ~,p:nl '"' ').~:S;)'l 

e 
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~cc~ ?:ese~:.~q a noncovered cl~in t~ th~ insolve~t 1~5IJ=ec 0: 

:ts l~=;Jldat:.:" b'Jt the noncovl!:cd c\.\in shall net be i..1:.:.:;.!cted 

dqai.n$; any -::her pP.t'S(lIL i.,choLdinq the p~r~()n t:- · ... horn 

:Jt'nefi~s .... ec~ piud rH the insured of th~ lnsolv~nt i:"l~llrer. 

except to th~ extent that it is outside the covern'll'!' of toe 

?,>lic'I l5s-.:ec by the i.n~;olvent insurer. 

S':C. so'!. Section 'il~B.5, SUb~iL'Cti\)n 1, par.lqraph ;I, Cod<: 

~9a7. ~s .lr,oe"ded to c.,'ad as follo...,s: 

a. 3e ob~igatcd to the extent ot the covered clai~$ 

.... xisti:-:q pri::: to thp determination of insolvency and ,ltising 

within t~irty day5 after the determination of insolvency, or 

'::e(ore the ?c!icy expirati.on d~te i.f less ttlar. thln,y days 

aftp.r :~e ~e:erminatian. or t~eiorc~ the insurer} r~pl<1ct.>s the 

y:>licy or on ~equ~$t effect!> cc1f\cellation if the insurelJ .loes 

so ~ithin th:rty days of the deternlnation. this obli9ation 

includes anl:; the .)r.,aunt of a cover .. 'd c.:laim WlHCh is i.n excess. 

?f one hundrcd dollars and less than three hundred thousol:ld 

doll.ar::; for all da::,aqes ari9in9 out of anyone ,)ccldent, 

OCC\lu~nce, cr Incident reqardl~$f. of the number of I'crson!l 

li:akinq claim£;. !.!."~.~~, Eo.liS}:·, of the lnS?~y.~!lt insu.!.~.r. 

-::2.1~<\ ~ nee! .. ~n ~,gq r ega t e , 1 i m.i ~ '._'!.~~_ asso:: i ~ t i ~lTl s>_~!..!..!.....~o..!_b! 

101 iqa:e,d .. r,.;.:. more ~~,~D._'!.~.re_~.!'_~!!.red t~.ou$.!In(i dollaf~.y~ .. "'1 
d99reQate_,ba.sis. Ho .... ellcr. the cl$$c-ci.ation !>hall pay thc !ul) 

ilmOunt of a covered claim dd:'lng ()ut :>f a · .. ·orkers· 

c:o::lpensat i.or~ :lOl icy, In addition, the as~oc.:i.\ti.on is not 

li,lole for d:' amount in excess of the ~;:~ei-fied"}i~lt~-C~-~ 

?¢i:i:cy It!ss.e: . ..2!......!-.t.l.re~ .hund.~,~<.!...~~\C?,'~.~,u·.d _c!oll<H~ ,~,~.E?l.lC:y 

. :~t.,~. regc.:·lless of the ';h(!:)ry under · ... hich or the- t'lP~ 0: 

;droagt!s foe ~hich the association if. alleged :0 ~,e liable. 

Sec. )0130 Sectlon Sl"R.9. slIb!.>ection 2, C.)ce 1961, 15 

il:n~ndl"i to :~J.d a~ t'oUo ... !;: 

2. :.. ne:;:.lf\ :-'2:wing ,\ t:laim ... ;lit:h ~ay be n~c";~'c'l'd und",~ 

'or@ ~~an ~~~ in~urancc gua:dnty ~9scciAlion O~ its Ct!u.v~!~rlt 

"~'c1.' >?t.'" :+:0VP\'/ :ir;;: ~':'(~(" t.hl~ d~;~,')(""l~ :;'!'l ,f :,I~.~ ::!.~\~.~ .A 

·,~~.,r~t,·:e ~". 'roe :.".::';\Jred. l~r;·.;evC'::, ~t~(> c!i;!. .~ I~; ,1 f~:;' 

'~:". ',10':: :r .:,\fIl,,~ .. :,() OI"_'PI.':;':: .~.:~:, ,~pl.,:~,,·:('n~ '!(;.It.~:·,,. 

',';:~;''':'' ,,~'. Ii,. :~r:.t ~,('lJoh: "rom t:'_,-, .i·;:;r·::.):,I(;:~ :: til(o 

- -
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locatlo~ ~t :~c property. If the cla!:,,_ i:.> a ~or'~er;' 

c(..-:npell!;c1::0n clai.:n. ret:<)vel'Y s':oi..\11 be first soughT, ~'r~m t(l~ 

a~SO(;lat~~n 0~ lh~ residence of the claimd~t. A'·p~r~on-~~fti~ 

l'Iot- rtee-~ r' -en1 -t'lI'flount: - "f - trH! "~r'~OI'l"'~ 'eteit'l'l· 1'l911:: ~,,:;- - t"!H! 

il'l~~-reci- ~., -~xe~~:'I-o!o" t:he - tt:'l'le un !:: -ree~"t! r'eo--()t' - r'ee~yet'~ei e - f t'Ot!'l 

t:he-ft~~o~:ntion .. exe~pt:-~~-~h~-~~tel'le-the-ciatt'l'l-e~e~td~-the 

poi t~y":: !:~-t I! ~ -of-t "~- i: I't~oi vel'tt - il'l.!H1r'f!t'.,. Any 5ur,!j. r f'C:>IIt,' r I~d 

fror.'l any .)ther guaranty .lsso(':iation or equival~nt org,Huzolllon 

shall Ol! $ubtractcd (rom the tT'axir:-um liiObility of the 

,lssocidt.:>!"1 under :;e-ction SlSB.S, !l\\'osectk'l\ 1. pat.'~qraph "a" . 

Sec. 509. ~~_sr.C-~!9.~. SlSBo18 PROHIBI'TED ADVf;R'i'ISING. 

;.. pers:>n shelll not advertise or pllblish. in conopction ·.dUl 

the 3ale Ot dn insurance policy. that claims under t.he 

insurance p:>llCi' are subject to this ch,)ptec or · ... i 11 be p;~id 

oy the I;:-'W3 insurance guaranty assoc;"H ion. 

Sec. ;La. Section SlSA.l. subsec~,ion 1, ptHaqrap:J d, Codt." 

1987, is amended to I'ead as follow1\: 

d. Any automobile or ilic('°caft or other Yehi(.'l<.-. ~ncludinq 

loss. expense. or liability result:ing fr'o~ the o~nership, 

maintenance. or usC! thereof. but Sh311 not inclucie';-by-eotlflty 

~Clttla:!:~7 insurance against b::.dily injury to th(' person. 

DIVIs-rOl: VI 

Scc . .,01. Seclion "ISO.S, unnumb0rt'd paragr;t!Jh 1, Co,je 

1987, is amended to rt.~dd as (ollo .... s: 

Wotwi;hstandlng the provisions of ~eeti~"-SiS.,.el·~e 

:4.~'S.~_~?r.l:;. ?1~:BO thr_£~lg~. ~)lS •. 8~~~ notice of Cdn(;~l:cl:lon of .a 

policy £:~all I).o.!:, be efft.~ctlV'" \.tnles5 ."ilea or deii'J'?red by 

the In50.;,,-,r ~o t,hp named insured at ~ed~)~ t~ .. 'nt·i r;~y:; ?r i.cr :,G 

lhe eff~c:i~C! ~ate of cancellation. or, ~~p.re the ~.nc~llatlon 

is for ~:1pay~~nt of p=e~ium not~ith5tandinq the ?ro~l~ions of 

't!Ct:r..,r. :\"!ct~?ry~ ~)15.80 (t.ry~I..2J.~_ .. ~l~ al l ... c.~.t. ten d.JyS prIor t.c· 

tilt' dt\u,· :-f c3nc~llatlo:1. A post-()ft'lcp. dt'l><Irtf;l~n°, 

certo~!c~:.:.- i;f /11<aillng to the Il,)mt.'ti 1f.:,Il:J!-:! ,It t·:;,> .,::''::c'':>:.i 

st:c· ... r::- ,"Ie! !Jolley ~hilll bt· ;HI)()f of :I'::~:pl ct :;;~:" :,:,alllr-.~:. 

U:·.ll'8::: '.',-' :'~,!S()f: ,J,Cc.:<':-fIl;':inIC," ::h; .. ,0.otICl' :; ('.\(H:",,:,~:,~'I, 

;'.,'j ~ . r" :'.: a t t! : hel t • 'J;:0') ~.~ . :, t" , : l·-,!\,I"· t. 
. , .. ',,'\; 

, n~u ~" : ·.L ,.;:: (J: c.,'ll .,'(. :'o?d '. r) : h,' ;,~u r (' r :l(,t . ': '. ~, .. ,ttl 

J: 
"T\ 

'" W 
o .... 



HOU5~ ?ll~ 2307,? 19 

f:fteen da'ls pt.:r to the datfJ of cancellation. tllf~ i::s·_:('[ 

... :11 st:t:c the :('ason for c"nc~liatlon. ~oql~t.),er ·.lith 

n')t1fir.-iltion of t.ne eiqht to ,\ heariflg b~:=oce the C()r.:~':l:s:>~;):ier 

.... thln fifteen days as provid~d !"Ie!'!:;" !.!.l .. ~~j.~ .. <.:h.~£!~, 

Sec. 602, Section 515D.7. unnumbered pariloeaph :. C~~e 

I')S'l, i!> <!il'".p.oded :0 read a:. !ollo .... s: 

No ~~:...~~~.~.~.t.~.~] .. ,~.q. thE! p.ro"'i!!.~.o.n.!!.~?_~ctio~_.51?.:.!Q 
t .. ~.rou<J.h. 5lS~~~ inS\lcC'r sh~ll not t.\il to "cne .... a P0111:Y 

p.xccpt by notice to t.he insured as ?rovlde:1 in thi!> chapter, 

A notic!? of intent.ion not. t::> rene· ... sh~ll not be p.-ffect1ve 

"n~e!".3 maileo c: delivered by t.he lnsurer to t:"p' oac::'.ed insuced 

at least thirtj day~ prior to the expiration ddt~ of the 

?Ollcy. A ~ost-office department certificate of tr·ailinq to 

t::e nam~d insurec at toe addres9 "'ho· ... n in tr.e polic.:y fihall be 

p:oot of receipt of SUCh mailinq. Un1esa trle reason 

3~c<)mpanles tne not ice of intent not to rC'r.~ ..... the notlce 

!;nllll state that, upon wr ilten r~q\l~st of th~ named insut'ec, 

mailed or deIiv~red to the insurer not less thdn t'.(~nty d"Ya 

r.<~i\H to the e:r;pirCition d.ate of the policy. the insurer "'111 

s::.ate tt-.e ced~~on ~or ~onrene .... al. 

s.~c. &03. !.It::~_2i:C'l'IDN. S08. J') DIVlm:ND!i. 

"TOI.' <!lcectcIs or :ndnaqers :)f a s~,ock C'omp'lny. incoq:c:'Hed 

~~der :he la~3 of this $tate. shall ~a~e no dividends ~xc~pt 

::::-m the (',Hnef! ?cofits ,Hising from thei: bl.!fiines:.. '''Ilicr. 

s~a11 ~ot lncl~ci~ contributed capit~l or contributed S'IC?l~~. 

5~c. E04. NE-,' SJ::C't'I.O!l. Sl:1f. PR:::fERRED l'kOVIDER$. 

','he comr,iss_onC't of i(:~lIrat~c~ ::>i'dl:' <'ldO~)I;. r\li~:; Evt 

~:~ferr~d prc~i~er contract~ and orqanizatl~ns. beth these 

·,-:dt. )lr.:~~ cholct'! of specific pr:.lViCl'r a .• d ',('H:al~ ~h ... ': <k, ;:ot. 

:,',/: rules adopted shall lnci\id~. cut !lot ::'P.- li.mltl',i t~, ;,('.t'! 

:;Il:)WI~'i '3ubjer;~,!; preferred pro\'"l(~l'r ",:r"nc • .>re~'~:' <H •. ': 

~~:~IClrdt~~n !elul~e~~nt~. hC'~lt,~ bene~.t pldn!;. and C!~I! 

;~:lal~ie~. 

DI'.'IS'()N ')I! 

'::')(' ~':'l. S"~· .. ()n :!<J{'.16. ::C':i' l'}S'I. ::> <!. ••. (!.l(j. t,: :',:,H; -'1!" 

: : )""; 

1')",. ,\Nl., : . I ·::-:)ral-'/.CrS. 
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At :h~ req~est of a: ~mplci~e th[Cu~h ,:- :actu~l agr~e~ent 

Co 5chv)1 diat~l.ct. Ifay ;ut'(:hd.!H': ,!COU? (H ~r:\:: ':dua! <l.nnllity 

c:)/ltracts f(:: l'rtlplol~~:;' ~ro;:t ,In ~.';;Ul',...nc:e -:::;c.{\I"USt.lon ~c 

~~.tubl_~.n<~ the p.mploy~t' ':hC:)Sl·~.' l.,at i~; a-;:~:;:i;:~d t:- do 

business 10 this state ;tnd ~,hroU\lh .10 :i,) .... i!~,:c!.'r.$ed IC'lsurc\nc(' 

"gent £r_. f~.~ .. a .. ~,=,::~.!....!- ~i q$~:i!.l ~.r.!._~a.::'!~~!...'3vr:, . .2..~ /TI_\~!.d l._~.un_(l 
£.t:.9.i~!.!..£..~_<:l ~~h_~_.!;t.~_<:. th,H the empJoyH :.ci(>(-ts, (or 

retirement O~ other pUc!)r),a,!,>, •• and ma)' md~~ ;:-di~o:l deduct,lons 

in itcco:dance .... 1t.11 the- .lc:anq'!.l'It.'rlt,., fo~ th.:: ?_:p~sc of 9a YIna 

t.he entice premium dut'! ,~nd t.o bc('ol'tlC' du~ .Jncl·~ th .... cont~,lc~. 

Tne deduction::. shall DC' :--.ad~ i:1 t.he mann>:.': .... ;'~ch '"ill qll.llify 

the annulty ?eemiums ~oc th .... b~nefi~s u~der secti0n 4DJ(b) of 

the Internal Revenue Cod~ of l')S4 •. l!; defi~,ed In !;o:ct~on 

422.3. l'he e;:-.p10ye(!'!'~ rlgt~t.!; under ',hI.' a::n.lity contI,let are 

nonforft:it~.blf! excl'?l: for the failure t.> ?ay pI~miu~$ ff··ftr'! 

~x E :It'!:r'!!} - ~ ftX -~'''fO:): tet"o!d -e "'H'; t y-e:)!"lt reet - t:oJ - '!O -!It!' . t"epl!.!ee~ - by - 0' 

~~w-e~"ttft~t-the.'a~e"t.or-tepre:l~"t~t~ye·~f-~~t!'-eo~p~nr-~h~l~ 

~~b~~t-~"letter-of-;nt~nt-hy-te~*~~~re6-~~t.-~~,·the-~e~r~ny 

be ;'n<J - re(liaeedr·· ':':0 - tnt:· ;; l'I!HH'hnCe - eo~."'t~:I i one r -~f the' .!:t~tt: ··of 

iow~l-and-to-~h~-a~e"t~~-or-rt!'pre~t!'n~at~ye~~-=wn·ee~panr-a~ 

iea~t-th;,~,,:y-ee:Y~.'l'ltior .. ,:o-a!'lY acti:.,!"l·, -,:.,:!:,-;~t:t-I':r-of ·;'ntt!'nt 

.!:fu.'lH -eo"t~ 1:":- the ":!=Ioi i: ey ":'Il'Il!Ioc'!t" ttnd-dfO:!ler i: pt::::.~' 0 f - t:,t!' 

eonttact-be!.,q-~epl~eed-~r'!d-a-dt!'~er;'p~to"-nf·'!~~-rep~ece~~",:,: 

e01'ltr!tct. 
Sec. 102. S .... ction 521.:;, C.)d~ 198"1, i~ ::I."~·H\f.·d to :e;td ,\S 

follo .... s: 

Sll.S Cf)!'.M[SSIG~ 1".) to:AH n:"?lT:o:-l. 

ro~ ~h~ p.:posc or ~e;tci~q a"d d~tl'rmLnl~; ~u::~ ?~tlt.:on. a 

COIT\IT\L3510n con!>l!;t~ng cf tt·.e <'J~'ferr:(';r;· <':'" ... ;fI."'·~, .. ;.~~ne:' of 

~n5\lr"n~eT ~nd ~tt,orn~y ge~eral ~:I hereby c:~A:ed, :n-thl': 

~:'I~bilE~y-~!-t~e··qov~r~or ·to·~et;-th~· ~ee:~:~:7 of-~~~~~'~e, 

~et ·1~-t~~·1overn~r~$··~t~~d~ 

S~':. '103 Se~tl0;'l :>21(.1, c.),;~ }}Cl: . . f.: ',-;~;'ld,!d t./ ",hLr-.q 

t.rH~ 70!1,~ ... i'·9 n(' ... · !;lI':)!;~~Cti:);l$ 

~:f~,,' SUij~' :ION. , . ··?~~~"'~·~l' ,Icr')'.:l: ,'..:.,., ... ~:-.:. :n"'ar·'., .1" 

",,:~,~~m .. nt ,.';,·.;,rl'f} .n:,C ()l':"'f!~·Il" :;,\.~'~" ,.,. Cf~r ().) :,./ "n,: 

) ~h~()(),;ito!· ;.1'1-:1.'( fi~(";,I~-. ~;-t(" 

-
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~_~~!tJBSt:~Q~. &. ··o .. 'pos I t.ory" r,e.".!> ,If'', .I\st. t',H ion 

r1es~'9f"~·.ed -~y the com..~lS:lioner as an (\uL"ori1.pd (;UstodlM"I t(:f 

9u:P0:i-:s of sections :>23C.5 and '>23C.ll 

n~!:.. ~~HSE~I.!9.~. 7. "Custod ian" means an i n:.~ i tut ion 

llIeptin; the requirert:ents p.:-.t.lblished by the COrM".i35~onpr uhich 

!~sti!_tion has entered into a custodial agreetne~t or rescr"'~ 

<'I.ccou~: aqrecmpnt with c1 licensed ~e(vice <.:ompany. 

~~ ~~JBS£CT!q~. 8. "Cuslodial agrl'ement" !fIe><lrl5 an 

dogreea..?nt entered into lJet ... ·een a 1 icensed service cOll\p,lny an-J 

a cust:xHan under section S23C.S. 

~.~~.2.I!~~.r.cr 19~. 9. "Custadial acccunt" :-"leans ,\n account 

establ.:.;hed by aqtec-m.ent bet .... c~n '"' licensed service cO:"Ipany 

and a custcdian under f>eclion 5023C.'>. 

S .... c. ·'04. Section S21C.J, subsccti()n 2. paf,lqrltph b, CodE! 

198". ~:; amend .... d ta read af~ fo110\0'5: 

b. A surety bond 2~Iri._~f cUl?tod.~!"!..!...i!9.te.~ment aa 

provic!~d in section 52]C.), 
Sec, 705, Sect ian 52)C.5, Code 1987, 15 d~e~dcd to read ~~ 

folla .... ~ : 

523~.S PEQUIR£D BOND, 
':0 :!;5Ure the fa~thflll perfocr.tltnce of obliqations under 

resi~e'tial service cont:acts issued anJ out!;tdndinq In thi~ 

~tate, ~ SCC~1ce companJ sh~ll, prlot to thp is~uance Of 

rene· .. a~ of <l license. file With t.he commissioner a su:ety 100;-;<1 

in the amoun:, of one hundred thousand dollitf:'. which h.l~ bCP;1 

lssuec by an Ci.uthorizpd surety company and ,!pprov.)(~ by th£: 

cori/TIIS"lon~r ':;5 to i5~\lel'. foefl. c\nd contents 9.'" ('$~,,~b1i:~.h ;. 

cl:!:';.!E_~.~ ~ ~.~cc0,:,:r~.!:.........!!1 t I~e art"o~I.' t .)(._"!!'!----..!!..~.nd r .:.i... t I'!o.~~.!!:-.d 
do11<H;. ~.~.::H"I.~~.t~.!:zY~ .-:!e~.~.i.torl· The bond or "':\lr:~dl~.!. 
:!s.;::ou~:. sha\:: not be (.'c\ncpled or be ~lIbJec! t.o c<.:.n.;ellat1()n 

~nl~ss [hirtf day~' advance nQtic~ ~n ~:!~inq IS fil~d w~th 

:hc c:·'~iS5!,")rH:.r 'lot·..;i~,h~:an.iinq t"iV!· ;>to .. r:l;(")":1-"~ .:r.i.ptl't' 

17;\ , ,\ '.)c:-;.i '?, _c..;s_~?di~l ~~·.<:oun::, i!; (:,a:i..:t'led to: ,H;:; re.)s':':' 

ilr'.d .l ·'!W -;)~::6 ?f :~:.!:..!c .. ' th,t~ Ci Ill.' ... · (,l!;~~,!d.;"d 1(7,·: :~n~ ,.iI::: .. bC'·'.:; 

'~';.t;~!)_~. ·.,h0:.1 '1 tI1(~ :..:.q\~.t • .'ri "rnc\;nt I:; -.0t I'''C(''.',,>': by ".t;(> 

'(.::un: ~ j 1')rH~, :-:"1 0: ,,,!'r.t'l' ~h~ e::f('c~I'/" :lat.; or ,,".( ,I t I": ' 

·.h~ .. :'.':)~P : ;,., '.'~: 11('(' C;)(·P,·l",y .~, .~·r·;)m,'·,I(,;;.l .. :!,I')~",d 

- -
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of ~t·.~ d~Hf~ t.t;~ ':)vr".d £"::_'2_l.::;,.c~~<l~_!lf_:(;()U.;'t cea$f!S t,:> be in 

effect. A 5Ct~l~e CO~P~~f ~~O:l~ l~ccnu~ 15 re~o~ed ~ndcr thi9 

section ~ay file ~~ rippll':~tic~ !or ~ ~ew Licens~ p~r5uant to 

~~ectlon 'j'<3C .1. 

The bond ~_.cu:;..!-~i.~l dC<;OUI!..! post.ed by cl sf!(vi<:e co:'pan'l 

pursuant to thiG 3ectic~ snaIl b~ for the benefit of, and 

su~)ect to CCCQv!!':! ch~:ecn by any :esidential se!~ice 

con~ract holder sustalni~q ~ct!onable injury du~ to t~c 

failure of the 3crvicc c0~9any to faithfully perform it~ 

o~lisation5 undo: a residential 5er~ice contra,:t becal1se ,)f 

insolvency of toe service COlt.p,lny. 

r! .. ser ... ic~ cornp~ny r;(>a!",~s (0 do bll~inc~:.!:> in this state 

~nd !ul'nlshe~ to the cOI"-:ni!>sione-r satisfactory proof that it 

has d~5chafged all obligi\ti(.)(Ia to contract :"lolder'S, th~ surp.ty 

bond o~ S\lstod~.!,~~sco.1:!.~ shc\ll be releas~d. 

"!~~--.£..£~.i':;$io~er .m...!!Li.?Y rule. d~~i9n"'.t~l.ns.t~~.ions 

al;!~.t::'..2.!...!..!!(} to .l~.t. a_~.cieP9.slt_o.('1 un~~'r....!:E.i~. sec_~io..!!....iln-,~ 
~!> t, a b ~ 1 sh -'.!9.~ i .. r.~me(\ t. s r.0.!:.....!:·JS ;~d l~.~~ • ....£~:>t.od i. i~ 1 ,\~(>meot.~ 

cllstS'.dia.l ,1C'::O~!~y', c.r t.hp. ~ctt!~~~ ,,:,.!!..!.~i~.'.L.!~.o.n~ __ ~sh. c\S5~t . .!! 

!"It> ~.~. l ~ .~_~':I5 t<?~li ,1 1 _~c\r.1in5. \o'~ i cn t.ilc .. .£.~II\lI"I.i_ss i 9ny..£...b~~.!i.£~.;e~ 

~\(>ce~:lC\'L_!:E. p'r9t.~c!...th~. ho.!de.:::s o.f_ r'~J;i~cn~~.~ 5~!. .. d.<:~ 

£~n.t .. rct(.·~~~i.~s'H!.(!...~ C?\l:.:...~':I.n(li.r~ n th~ .. a~.~!..!:.e •. 

s ..... c. 70S. $t~c7,ion 52:JC.6, lInnur.\berpd [Mr,lqraph 2. cod(> 

198'1, i~ atncnd~d;.a «~at! as f~-'llo\Js: 

for pllrp:n .. e~:. or. thif. ct\a~ter, "n(~t .... orth·' ne.::!lnl; the ex(:~ss 

of all assets ov~~ .111 ~~abili.t.~s including r(>quire(~ 

:-~ser ... cs, ~o.;t ~XE~_~.l rV.L:!_~~"'':~;' .. ~~tC!l9:. ~n....!! >"J!>~~ id.l~~·(;0.~t. 

1l;-.<:i.~! .. se:c~, ion 5?~..:>. <".-:Tl?U~l·J i.n accorc!ancp wlth qe:)~'r,!~ly 

il.ccP'p:, •. 'd accoo..<ntirl<j pr~_'CI91(~~ •. At lca,.~t t· ... e;1ty thOlls;tnd 

.)O~ LH:; .)( n(!t w~")n ~l shtl i COil!; I!;t ~f pdi.ci-::"I capi t,il. 

$(>c '~j. S"·C,I();"l :23C. !l, :;Ut)~~('t.ion ., C()d~ 19fn, i~; 

,'1:·.,~n(:'~d t,0 r'.'ad ~~; fcl ~T,;~j: 

). !;~r'}icp c ..... ;nj>a;·,': ~f!.-\_~ '.i!r'.tdin 111 an indf:pt':'.dp:lt 

'.1(':',::';. ,():-:' ,~ r(>f,"-: ~ .• , ,t< (: c.::~~~I'.r~q C'I~' O~ rn~r~etilb:~ 

'j'.'-::u::t!e:; .n d~. :,:'II)U '.;' ':.. '~'i p_~IC~:-.t of ,h;l,l!~g,lt(· 

.! "r,,;.~ : r, (.. C(.. 1 ':-,£,:: :, .... ,. :!"-' '~'!~·"ICf~ C~)_',::,!.:: !:;,: .. ,.j 

" 
~.~ ~ rl . ~, • ,U~-: ' ~"':",.r ... _ .'!~.~', ,~~'~.la i ,·xp,·:,vJ!· -J(f'!, tc~ 

;'.': 'I. :"::d"1 !"; .,':d.!· . '~: : ,~(' '. ::.; . 
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rv 
w 
o 
--.j 



House File 2307, p. 23 

Sec. 708. Section S23C.ll, Code 1987, 1S amended by adding 

the following new subsection: 

NEW SUBSECTION. 4. The comm1ssioner may by rule designate 

institutions authorized to act as a depository under this 

section and may establish requirements for reserve accounts, 

reserve account agreements, or the method of valuing 

macketable securities which the commissioner believes 

necessary to protect the holders of residential service 

contracts issued and outstanding in this state. 
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