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1 Section 1. Section 505.i3, Code 1987, is amended by 

2 striking the section and inserting in lieu thereof the 

3 following: 

4 505.13 OTHER INSURANCE -- REPORTS BY THE DIVISION. 

S 1. The commissioner shall annually cause the preparation 

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

7 report Shall contain informat~on from the s~atements required 

8 of insurance companies, other than life insurance companies, 

9 organized or doing business in the state. The ~eports shall 

10 be delivered on or before the first day of August each year. 

11 2. The commissioner shall semiannually cause the 

12 prepara;;ion and printing of a report to be delivered to the 

13 general assembly on or before the thirty-first day of July and 

14 the thirty-first day of December each year. The report shall 

15 contain information on the state of the insurance business and 

16 any impending problems foreseen by the commissioner which 

17 would affect the insurance business conducted in the state or 

18 the regulation of that insurance 

19 Sec. 2. NEW SECTION. 505.15 

20 The commissioner may appoint a 

21 necessary to carry out the duties 

22 actuarial staff shall: 

business by the division. 

ACTUARIAL STAFF. 

staff of actuaries as 

of the division. The 

23 

24 

25 

26 

l. Perform analyses of rate filings. 

2. Perform audits of submitted loss data. 

3. Conduct rate hearings a.-td serve as expert witnesses. 

4. Prepare, review, and dispense data on the insurance 

27 business. 

28 5. Assist in public education concerning the insurance 

29 business. 

30 6. Identify any impending problem areas in the insurance 

31 business. 

32 7. Assist in examinations of insurance companies. 

33 Sec. 3. Section 5IS.80, Code 1987, is amended by str~king 

34 the sectio~ and inserting in lieu t~ereoE the :ollcwing; 

35 515.80 CANCELLATION OF POLICY O~ CONTRACT. 

• 
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S.F. H.F. So i. 

1 1. A policy or contract of insurance which has not been 

2 previously renewed may be canceled by the insurer if it has 

3 been in effect for less than sixty days at the time notice of 

4 cancellation is mailed or delivered. 

5 2. A commercial 

6 has been renewed or 

line policy or contract of insurance which 

which has been 1n effect for more than 

7 sixty days may not be canceled unless at least one of the 

8 following conditions occurs: 

9 a. Nonpayment of premium. 

10 b. Misrepresentation or fraud made by or with the 

11 knowledge of the insured in obtaining the policy or contract, 

12 when renewing the policy or contract, or in presenting a claim 

13 under the policy or contract. 

14 c. Actions by the insured which substantially change or 

15 increase the risk insured. 

16 d. Determination by the commissioner that the continuation 

17 of the policy would jeopardize the insurer's solvency or would 

18 constitute a violation of the law of this or any other state. 

19 e. The inzured has acted in a manner which the insured 

20 knew or should have known was in violation or breach of a 

21 policy or contract term or condition. 

22 3. A policy or contract of insurance may be canceled at 

23 any time if the insurer loses reinsurance coverage which 

25 

26 

27 

28 

29 

24 provides coverage to the insurer for a slgnificant portion of 

the underlying risk insured and if the commissione~ determines 

that cancellation because of loss of reinsurance coverage is 

justified. In determining whether a cancellation for loss of 

reinsurance coverage is justified, the commissioner shall 

consider the following factors: 

30 

31 

32 

33 

34 

35 

a. The volatility of the premiums charged for reinsurance 

in the market. 

b. The number of reinsurers in the market. 

c. The variance in the premiums for reinsurance offered by 

the reinsurers in the market. 

d. The attempt by the insurer to obtain a"ter~ate rein-
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1 surance. 

2 e. Any otDer factors deemed necessary by the commissioner. 

3 4. A policy or contract of insurance shall not be canceled 

4 except by notice to the insured as provided in this 

5 subsection. A notice oE cancellation shall include the reason 

6 for cancellation of the policy or contract. A notice of 

7 cancellation is not effective unless mailed or delivered to 

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

9 the effective date of cancellation, or if the cancellation is 

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

11 the effective date of cancellation. A post office department 

12 certificate of mailing to the named insured at the address 

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

714 mailing. 

15 Sec. 4. Section 515.8:, Code 1987, is amended by striklng 

16 the section and inserting in lieu thereof the fallowing: 

17 515.81 NONRENEWAL OF POLICY OR CONTRACT. 

18 An insurer shall not fail to renew a policy or contract of 

19 insurance except by notice to the insured as provided in this 

20 sectlon. Nonrenewal of a policy or contract includes a deci-

21 sian by the insurer not to renew the policy or contract, an 

22 increase in the premium ot twenty-five percent or more, an in-

23 crease in the deductible of twency-five percent or more, or a 

24 material reduct~on in the li~its or coverage of the policy or 

25 contract. However, a premiu~ charge which is assessed after 

26 the beginning date of the policy period for which the premium 

27 is due shall not be deemed a premium lncrease for the purpose 

28 of chis section. 

29 A notice of nonre~ewal is not effective unless mailed or 

30 delivered by the insurer to the named :nsured and any loss 

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

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

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

34 cont:nuing the policy for :he remainder of the notice period 

35 plus an additiQ~a~ t~i[ty days dt che premiu~ rate of the 

-3-
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1 existing policy or contract. A post office department 

2 certificate of mailing to the named insured at the address 

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

4 mailing. 

S This section does not apply if the insurer has offered to 

6 renew or if the insured fails to pay a premium due or any 

7 advance premium required by the insurer for renewal. 

8 Sec. 5. Section 515A.4, subsection 1, unnumbered paragraph 

9 2, Code 1987, is amended to read as follows: 

10 When a filing is not accompanied by the information upon 

11 which the insurer supports such filing, and the commissioner 

12 does not have sufficient information to determine whether such 

13 filing meets the requirements of the this chapter, the 

14 commissioner shall require such insurer to furnish the 

15 information upon which it supports such filing and in such 

16 event the waiting period shall commence as of the date such 

17 information is furnished. The information furnished in 

18 support of a filing may include rat the experience or judgment 

19 of the insurer or rating organization making the tiling, tbt 

20 its interpretation of any statistical data it relies upon, tet 

21 the experience of other insurers or rating organizations, or 

22 tdt any other relevant factors. A filing and any supporting 

23 information shall be open to public inspection a~ter-the upon 

24 filing beeomeg-e~feetive. Specific inland marine rates on 

25 risks specially rated, made by a rating organization, shall be 

26 filed with the commissioner. 

27 Sec. 6. NEW SECTION. 515A.2D DEFINITIONS. 

28 As used in sections 515A.21 through 515A.25 unless the 

29 context otherwise requires: 

30 1. "Market" means the interaction between buyers and 

31 sellers consisting of a product market component and a 

32 geographic market component. A product market component 

33 consists of identical or readily substitutable products 

34 including, but not limited :0, consideration of coverage, 

35 policy terms, rate classifications, and underwriting. A 

-4-
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1 g~cgraphic CGxpo~er~t is a geograp~ical area in which buyers 

2 h6ve a reasonable aegree of access :u the insurance product 

3 ~~rct;gh sales o~tlets or c~her mdrke~ing ~echanisms. 

4 2 . j'Compe[itive market" means a market for which an order 

5 tS In effect pursuant to SeCtlOn 515A.22 that a reasonable 

6 degree of competition does exist. 

7 J. "Noncompetitive marke~" means a market which has not 

8 beer. found to be competitive pursuant to section SlSA.22. 

9 Sec. 7. NEW SECTION. SlSA.21 SCOPE OF APPLICATION. 

10 SeCtlOn 515A.20 and sections 515A.22 through 515A.25 apply 

11 to ali forms of casu~lty insurance except those described in 

l2 sections 515A.ll and 515A.15, and those excluded by sectlon 

13 SlSA.2. 

14 Sec. 8. NEW SECTION. S15A.22 COMPETITIVE MARKET. 

lS 1. A noncompetitive market is presumed to exist unless the 

16 co~~issioner determines after a hearing that a reasonable 

17 degree of competition exists in the market and the 

18 commlssioner issues an order to that effect. Such an order 

19 shall not become effective until sixty days after the date of 

7.0 the oeder and shall expire not later than one year thereafter 

21 unless the commissior.er renews the order. Any affected 

22 insurer or insured may petition for a hearin~ or. the renewal 

23 of an order relating to compe~ltive status. 

24 2. In determining whether a reasonable degree of 

25 competition exists, the co~~issioner shall conSider re:evant 

26 factors of workable competition pertaining to the market 

27 structure, market performance, and market conduct, and the 

28 practical opportunities available to consumers in the marKet 

29 to obtain prici~g and other consumer information and to 

30 compare and obtai~ insurance from competing ir.s~rers. Such 

31 factors may include, but are noe limited to, the following: 

32 a. The size and number of ins~rers actually engaged in the 

33 market. 

34 b. The profitability for Insurers generally in ~he marke: 

35 ;jegment and whether that profi~ability is unreasonably high. 

-5-
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1 c. The price variance on premiums offered in the market. 

2 d. The availability of consumer information concerning the 

3 product and sales outlets or other sales mechanisms. 

4 e. The efforts of insurers to provide consumer 

5 information. 

6 f. Consumer complaints regarding the market generally. 

7 Sec. 9. NEW SECTION. 5l5A.23 NONCOMPETITIVE MARKET. 

8 Unless the commissioner has determined a market to be 

9 competitive, the provisions of sections 515A.l through 5l5A.19 

10 apply. 

il Sec. 10. NEW SECTION. S15A.24 FILING OF RATES IN A 

12 COMPETITIVE MARKET. 

13 1. Subject to the exception specified in section 515A.4, 

14 subsection 5, a competitive filing shall become effective when 

15 filed and shall be deemed to meet the requirements of section 

16 

17 

18 

19 

20 

5l5A.3 as long as the filing remains in effect unless it is 

disapproved upon review by the commissioner. 

2. In a competitive market, every insurer shall file with 

the commissioner all rates and supplementary rate information 

which are used in this state. The rates and supplementary 

21 rate information shall be filed not later than fifteen days 

22 after the effective date of the rates. 

23 3. In a competitive market, if che com~iS5ioner finds that 

24 an insurer's rates require closer supervision because of the 

25 insurer's financial condition or unfairly discriminatory 

26 rating practices, the insurer shall file with the commissioner 

27 at least thirty days prior to the effective date of the rates 

28 all the rates and supplementary race information and 

29 supporting information as prescribed by the commissioner. 

30 Upon application by the filer, the commissioner may authorize 

31 an earlier effective date. 

32 Sec. 11. N~~ SECTION. 515A.25 DISAPPROVAL OF A RATE 

33 FILING IN A COMPETITIVE MARKET. 

34 l.:f the commissioner believes that an insurer's rate 

35 Eiling in a competitive market violates the requirements of 

-6-
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~ section 5lSA.J, the com~issioner may require the insurer to 

2 file supporting lnrocmation. If after reviewing the 

3 sUppor:lng informacion the commissioner continues to believe 

4 that: the filing violates sectior: Sl5A.3, the cormnissioner 

5 shall noeify the insJrer of the i~surer's right to petition 

6 for a hearing on any subsequent order r~lating to the filing. 

7 2. The commissioner may disapprove prefiled rates that 

8 have noc become effective. However, the commissioner shall 

9 notify the insurer whose rates have been disapproved of the 

10 insurer's right to petition for a hearing on the disapproval 

Ii within thirty days after the disapproval. 

12 3. If the commissioner disapproves a filing in a 

13 competitive market, ehe commissioner shall issue an order 

14 specifying the reasons the filing f~ils to meet the 

IS requirements of s~ctlon S15A.3. For rates in effect at the 

16 time of disapproval, the commissioner shall inform the insurer 

17 within a reasonable period of time the date when further use 

18 of the rates for policies or contracts of insurance is 

19 prohibited. The order shall be issued within thirty days of 

20 disapproval, or within thirty days of a hearing on the 

21 disapproval if a hearing is held. The order may include a 

22 provision for premium adjustment for the period after the 

23 effective date of the order for policies or co~tracts in 

24 effect on the date of the order. 

2S 4. Whenever an i~surer has filed no :egal~y effective 

26 rates as a result of the commissioner's disapprova~ of a 

27 filing, the commissioner shall on request of the insurer work 

28 with che i~surer to develop interim rates for the insurer that 

29 are sufficient to protect the interest of all parties and the 

30 co~~issioner ~ay order that a spec:fied portion of the premium 

31 be placed in an escrow account apprGved by ~he commissioner. 

32 When new rates become legally effective, the commissioner 

33 shall order the escrowed funds or any overcharge in the 

34 interim rates cO be distributed appro~ria[ely~ The 

35 commissioner :nay waive distribu::.:..on i: ~he COm..:11~ss.!.o:-:e(" 

-7-
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1 determines that the amount involved would not warrant such 

2 action. 

3 EXPLANATION 

4 This bill makes certain changes relating to the duties and 

5 resources of the insurance commissioner regarding the 

6 regulation of the insurance business conducted in the state. 

7 The bill requires the insurance commissioner to semian-

8 nually make a report to the governor with information from 

9 statements required of insurance companies, other than life 

10 insurance companies, doing business in the state. The 

11 commissioner is also required to make a report to the general 

12 assembly each year with information on the state of the 

13 insurance business and any problem areas foreseen. 

14 The bill authorizes the commissioner to appoint a staff of 

15 actuaries to perform analyses of rate filings, perform audits 

16 of submitted loss data, conduct rate hearings, prepare data, 

17 assist in public education, identify impending problem areas, 

18 and assist in examinations of insurance companies. 

19 The bill imposes new restrictions on cancellation or nonre-

20 newal of insurance policies. Cancellation of insurance p01i-

21 cies arter they have been renewed or 60 days after first going 

22 into effect is prohibited except for certain express reasons. 

23 Notice of cancellation is required at least ten days prlor to 

24 the date of cancellation and the notice must include the 

25 reason for cancellation. Notice of nonrenewal is required to 

26 be delivered at least 45 days prior to termination of the 

27 pOlicy. Nonrenewal is deemed to include not only a decision 

28 by the insurer not to renew the policy, out also to include an 

29 increase in the premium of 25 percent or more, an increase ir. 

30 the deductible of 25 percer.t or more, or a material reduction 

31 in coverage or limits on ~he policy. 

32 The bill also changes procedure regarding rate filings. 

33 The co~~issioner will determine which insurance lines are 

34 competitive and which are noncompetitive. Competitive 

35 lnsurance rate filings will be deemed to meet the requirements 

-8-
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If on re~:iew t~~2 rate 

3 £i~ ~nqs ~re d~sapproved; ~tc rates wi:l be rolled back to 

4 those ~~proved previously 0: to new a~~rove6 rates, and 

5 ~f..·:u::ds will be made ~o the p:;rchasers at the i~surance. 

6 No!~compe:itive ~~s::rance rate ~ilings will not go into effect 

uni:il reviewed ana approved by the commissioner. All rate 

8 filings will remain subject ~o disapproval af~er review after 

9 ten days' written notice and a hearing. 

10 

11 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

-9-

LSB 2755HC 72 

mf/sc/14.1 



\ 

HOUSE FILE oS' () " 
BY COMMITTEE ON SMALL 

BUSINESS AND COMMERCE 

(As Amended and Passed by the House March 20, 1987) 

~passed House, 

Vote: Ayes 
Date 41..;;,/V~ IS 71) Passed 
96 Nays Q Vote: 

Senate, 

Ayes 

Approved /INa.- /~ 1'7?7 
d ; 

A BIll FOR 
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S.F. " .•. Sf) (", 

1 Section 1. Section 505.13, Code 1987, is amended by 

2 striking the sectio~ and inserting in lieu thereof the 

3 following: 

4 505.13 OTHER INSURANLE -- REPORTS BY THE DIVISION. 

5 1. The commissioner shall annually cause the preparation 

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

7 report shall contain information from the statements required 

8 of insurance companies, other than life insurance companies, 

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

10 be delivered on or before the first day of August each year. 

11 2. The commissioner shall semiannually cause the 

12 preparati~n and printing of a report to be delivered to the 

13 general a3sembly on or before the thirty-first day of July and 

14 the thirty-first day of December each year. The report shall 

15 contain i,lformati0n on the state of the insurance business and 

16 any impending problems foreseen by the commissioner which 

17 would affect the insurance business conducted in the state or 

18 the regulation of that insurance business by the division. 

19 Sec. 2. NE'fl SECTION. 505.15 ACTUARIAL STAFF. 

20 The commissioner may appoint a staff of actuaries as 

21 necessary to carry 0ut the duties of the division. The 

22 actuarial staff shall: 

23 1. Perform analyses of rate filings. 

24 2. Perform audits of submitted loss data. 

25 3. Conduct rate hearings and serve as expert witnesses. 
26 4. Prepare, rev~ew, and dispense data on the insurance 
27 business. 

28 5. Assist in public education concerning the insurance 
29 business. 

30 6. Identify any impending problem areas in the insurance 
31 business. 

32 7. Assist in examinations of insurance companies. 

33 Sec. 3. Section 515.80, Code 1987, is amended by striking 
34 the section and inserting in lieu thereof the following: 

35 515.80 CANCELLATION OF POLICY OR CONTRACT. 

-1-
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1 1. A policy or contract of insurance which has not been 

2 previously renewed may be canceled by the insurer if it has 

3 been in effect for less than sixty days at the time notice of 

4 cancellation is mailed or delivered. 

5 2. A commercial line policy or contract of insurance which 

6 has been renewed or which has been in effect for more than 

7 sixty days may not be canceled unless at least one of the 

8 following conditions occurs: 

9 a. Nonpayment of premium. 

10 b. Misrepresentation or fraud made by or with the 

11 knowledge of the insured in obtaining the policy or contract, 

12 when renewing the policy or contract, or in presenting a claim 

13 under the policy or contract. 
14 c. Actions by the insured which substantially change or 

15 increase the risk insured. 

16 d. Determination by the commissioner that the continuation 

17 of the policy would jeopardize the insurer's solvency or would 

18 constitute a violation of the law of this or any other state. 

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

20 knew or should have known was in violation or breach of a 

21 policy or contract term or condition. 

22 3. A policy or contract of insurance may be canceled at 

23 any time if the insurer loses reinsurance coverage which 

24 provides coverage to the insurer for a significant portion of 

25 the underlying risk insured and if the commissioner determines 

26 that cancellation because of loss of reinsurance coverage is 

27 justified. In determining whether a cancellation fo: loss of 

28 reinsurance coverage is justified, the commissioner shall 

29 consider the following factors: 

30 a. The volatility of the premiums charged for reinsurance 
31 in the market. 

32 b. The number of reinsurers in the market. 

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

34 the reinsurers in the market. 

35 d. The attempt by the insurer to obtain alternate rein-

-2-
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1 sura;:ce. 

2 e. An" other factors deemed necessary by the commissioner. 

3 4. A policy or contract of insurance shall not be canceled 

4 except by notice to the insured as provided in this 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

subsection. A notice of cancellation shall include the reason 

for cancellation of the policy or contract. A notice of 

cancellation is not effective unless mailed or delivered to 

the named insured and a loss ?ayee at least ten days prior to 

the ~ffeccive date ,f cancellation, or if the cancellation is 

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

the effective date of cancellation. A post office department 

certificate of mailing to the named insured at the address 

shown in the polj~y or contra~t is proof of receipt of the 

mailing; ~owever, s~ch a certificate of mailing is not 

requirt:d if - Sec. 4. 

17 the section 

canceJ.J.,,~ is f..>r nonpayment of premium. 

Section 515.81, Code 1987, is amended by striking 

and ins~rting in lieu th~reof the following: 

18 5~5.81 NONRENEI'Il\L OF POLICY OR CONTRACT. 

19 An insurer shall not fail to renew a policy or contract of 

20 insurar~e except by notice to the insured as provided in this 

21 section. Nonrenewa~ of ? policy or contract includes a deci-

22 s~on by the insurer not "0 renew the po~icy ~r contract, an 

23 increase in the premium vf twenty-five percent or more, an in-

24 creabe in the deductible of twenty-five percent or more, or a 

25 material reduce ion ~n the limits or coverage of the policy or 

26 contract. However, a premium charge which is assessed after 

27 the beginning date of the policy period for which the premium 

28 is due shall not be deemed a premium increase for the purpose 

29 of this section. 

30 A notice of nonrenewal is not effective unless mailed or 

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

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

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

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

35 continuing the policy Ear the remainder oE the notice period 

-3-
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1 plus an additional thirty days at the premium rate of the 

2 existing policy or contract. A post office department 

3 certificate of mailing to the named insured at the address 

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

5 mailing. 
. 6 This section does not apply if the insurer has offered to 

7 renew or if the insured fails to pay a premium due or any 

8 advance premium required by the insurer for re~ewal. 

9 Sec. 5. Section 515A.4, subsection 1, unnumbered paragraph 

10 2, Code 1987, is amended to read as follows: 

11 When a filing is not accompanied by the information upon 

12 which the insurer supports such filing, and the commissioner 

13 does not have sufficient inEormation to determine whethe. such 

14 Eiling meets the requirements of t"e this chapter, the 

15 commissioner shall require such insurer to furnish the 

16 information upon which it supports such filing and in such 

17 event the waiting period shall co~~ence as of the date such 

18 information is furnished. The information furniShed in 

19 support of a filing may include tat the experience or judgment 

20 of the insurer or rating organization making the filing, tbt 
21 its interpretation of any statistical data it relies upon, tet 
22 the experience of other insurers or rating organizations, or 

23 tdt any other relevant factors. A filing and any supporting 

24 information shall be open to public inspection a~ter-t"e upo~ 

25 filing beeome~-effeee±~e. Specific inland marine rates on 

26 risks specially rated, made by a rating organization, shall be 

27 filed with the commissioner. 

28 Sec. 6. NEW SECTION. 515A.20 DEFINITIONS. 

29 As used in sections 515A.21 through 515A.25 unless the 

30 context otherwise requires: 

31 1. "Market" means the interaction between buyers and 

32 sellers consisting of a product market component and a 

33 geographic market component. A product market component 

34 consists of identical or readily substitutable products 

35 including, but not limited to, consideration of coverage, 

-4-
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1 poli"y terms, rate classificaticns, and underwriting. A 

2 geographi-: compon;?n,; is a geographical area in which buyers 

3 have a re~sonable degree of access to the insurance product 

4 through sales outlets or other marketing mechanisms. 

5 2. "Competitive market" means a market for which an order 

6 is in effect pursuant to section 5l5A.22 that a reasonable 

7 degree of competiti0n does exist. 

8 3. "Noncompetit~ve market" means a market which has not 

9 been fc,unu to ue Lor.,petitive pursuant to section 515A.22. 

10 Sec. 7. NEW SEC'l'ION. SlSA.21 SCOPE OF APPLICATION. 

11 Sectio-, 515A.20 ,od sections 51~A.22 through 51SA.2S apply 

12 tc all fo~ms of cas~alty insucance except those described in 

13 sect~ons ~15A.l1 an~ 5l5~.15, and those excluded by section 

14 SlSA.2. 

15 Sec. 8. NEw Sr;C"'ION. 515A.22 COMPETITIVE MARKET. 

16 1. A noncompetitive market is presumed to exist unless the 

17 commissioner determ,nes after a hearing that a reasonable 

18 degree of competi~iGn ex~sts in the market and the 

19 commissicLer issues an ordE.r to that effect. Such an order 

20 shall not beco~e efEecti"e ~ntil s~xty days after the date of 

21 the order and $ha~~ expi~e not later than one year thereafter 

22 ur.less thL comrr.is:;l, ne,r ~er.ews the order. A"y affected 

23 insurer 0',' insured may petition for a hearing on the renewal 

24 of ar' ordrr relating to competitive stacus. 

25 2. In determini.,g whether a reasonable degree of 

26 competi;',ion exists, the commissioner sh"ll consider relevant 

27 factors o~ workable competition pertaining to the market 

28 structure, market perforwance, and market conduct, and the 

29 practical opportunities available to CO'1sumers in the market 

30 to obtain pricing and other consumer information and to 

31 compare and obtain insurance from competing insurers. Such 

32 factors may include, but are not limited to, the following: 

33 a. The size and number of insurers actually engaged in the 

34 market. 

35 b. The profitability for insurers generally in the market 
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1 segment and whether that profitability is unreasonably high. 

2 

3 

c. 
d. 

The price variance on premiums offered in the market. 

The availability of consumer information concerning the 

4 product and sales outlets or other sales mechanisms. 

5 e. The efforts of insurers to provide consumer 

6 information. 

7 f. Consumer complaints regarding the market generally. 

8 Sec. 9. NEW SECTION. 515A.23 NONCOMPETITIVE MARKET. 

9 Unless the commissioner has determined a market to be 

10 competitive, the provisions of sections 5l5A.l through 5l5A.19 

11 apply. 

12 Sec. 10. NEW SECTION. 5lSA.24 FILING OF RATES IN A 

13 COMPETITIVE MARKET. 

14 1. Subject to the exception specified in section 5l5A.4, 

15 subsection 5, a competitive filing shall become effective when 

16 filed and shall be deemed to meet the requirements of section 

17 

18 

19 

20 

21 

515A.3 as long as the filing remains in effect unless it is 

disapproved upon review by the commissioner. 

2. In a competitive market, every insurer shall file with 

the commissioner all rates and supplementary rate information 

which are used in this state. The rates and supplementary 

22 rate information shall be filed not later than fifteen days 

23 after the effective date of the rates. 

24 3. In a competitive market, if the commissioner finds that 

25 an insurer's rates require closer supervision because of the 

26 insurer's financial condition or unfairly discriminatory 

27 rating practices, the insurer shall file with the commissioner 

28 at least thirty days prior to the effective date of the rates 

29 all the rates and supplementary rate illformation and 

30 supporting information as prescribed by the commissioner. 

31 Upon application by the filer, the commissioner may authori~e 

32 an earlier effective date. 

33 Sec. 11. NEW SECTION. 5lSA.25 DISAPPROVAL OF A RATE 

34 FILING IN A COMPETITIVE MARKET. 

35 1. If the commissioner believes that an insurer's rate 
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1 filLlg in a cOlUped(:iv~ market violates the requirements of 

2 section 51.5A.3, ti1e commissioner may require the insurer to 

3 file supporting information. If after reviewing the 

4 supporting information t!,e commissioner continues to believe 

5 that the filing violates section 515A.3, the commissioner 

6 shall notify the inburer of the insurer's right to petition 

7 for a hearing on any subsequent order relating to the filing. 

S 2. The commissioner r.:ay di.sapprove prefiled rates that 

9 have not ilecome e":L ctive. However, the commissioner shall 

10 notify the insurer ~hose rates have been disapproved of the 

11 insurer's right to petition for a hearing on the disapproval 

12 within th'rty days ?fter the disapproval. 

13 3. If the commi!";sion(,r ':li!>approves a filing in a 

14 ccmpetiti"e market, the commissioner shall issue an order 

15 specifyin~ the reas,~s the filing failS to meet the 

16 requiremeats or seccion SlSA.3. For rates in effect at the 

17 t i~e of disapproval. the commiss ior.er shall inform the insurer 

IS within a reasonable period of time the date when further use 

19 of the rates for polic!es or contracts of insurance is 

20 prohibited. The order SJ~ll be iSBued within thirty days of 

21 disapprov<ll, or wit· in trirty days of a hearing on the 

22 djsapprov~l if a nc ri~g is held. The order may include a 

23 provision for premi~m adjustment for the period after the 

24 effective date of L:.e or<::er for policies or contracts in 

25 effect on the date 0f the order. 

26 4. Wh~never an .nsurer has filed no legally effective 

27 rates as a resull of the commissioner's disapproval of a 

28 filing, the commissioner shall on request of the insurer work 

29 with the insurer to develop interim rates for the insurer that 

30 are sufficient to protect the interest of all parties and the 

31 commissioner may order that a specified portion of the premium 

32 be placed in an escrow account approved by the commissioner. 

33 When new rates become legally effective, the commissioner 

34 Shall order the escrowed funds or any overcharge in the 

35 interim rates to be distributed appropriately. The 

-7-



" 

S.F. H.F. 

1 commissioner may waive distribution if the commissioner 

2 determines that the amount involved would not warrant such 

3 action. 

4 

SENATE A~!E"DMENT 70 HOUSE FILE 506 
11- 3 770 

1 .&~end House File 506, as amended, passed, and re-
2 printed by the House, as :0110ws; 
3 1. Page 3, by inserting aEter line 15 the fol-
4 lowing; 
5 "5. This section applies to all forms of property 
6 and casualty insurance written pursuant to this 
7 chapter." 
8 2. Page 4, line 6, by inserting after the word 
9 "section" the following: "applies to all Eorms of 

10 property and casualty insurance written pursuant to 
11 this chapter. It". 

H-3770 FII.PD APRIL 15. 1987 RECEIVED FROM THE Sf NATE 
.{i~ A~~ "'I-/~.p It 1 (1 IS 71) 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

HF 506 
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A BIU FOR 

1 An Act relating to the regulation of the insurance business 

conducted in the state by 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 

23 

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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1 Section 1. Section 505.13, Code 1987, is amended by 

2 striking the section and inserting in lieu thereof the 

3 following: 

4 505.13 OTHER INSURANCE -- REPORTS BY THE DIVISION. 

5 1. The commissioner shall semiannually cause the prepara-

6 tion and printing of a report to be delivered to the governor. 

7 The report shall contain information from the statements re-

8 quired of insurance companies, other than life insurance 

9 companies, organized or doing business in the state. The 

10 reports shall be delivered on or before the first day of 

11 February and the first day of August each year. 

12 2. The commissioner shall cause the preparation and 

13 printing of a report to be delivered to the general assembly 

14 on or before the thirty-first day of December each year. The 

15 report shall contain information on the state of the insurance 

16 business and any impending problems foreseen by the 

17 commissioner which would affect the insurance business 

18 conducted in the state or the regulation of that insurance 

19 business by the division. 

20 Sec. 2. NEW SECTION. 505.15 ACTUARIAL STAFF. 

21 The commissioner may appoint a staff of actuaries as 

22 necessary to carry out the duties of the division. The 

23 actuarial staff shall: 

24 1. Perform analyses of rate filings. 

25 2. Perform audits of submitted loss data. 

26 3. Conduct rate hearings and serve as expert witnesses. 

27 4. Prepare, review, and.disp~nse data on the insurance 

28 business. 

29 5. Assist in public education concerning the insurance 

30 business. 

31 6. Identify any impending problem areas in the insurance 

32 business. 

33 7. Assist in examinations of insurance companies. 

34 Sec. 3. Section 515.80, Code 1987, is amended by striking 

35 the section and inserting in lieu thereof the following: 
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515.80 CANCELLATION OF POLICY OR CONTRACT. 

1. A policy or contract of insurance which has not been 

3 previously renewed may be canceled by the insurer if it has 
4 been in effect for less than sixty days at the time notice of 

5 cancellation is mailed or delivered. 
6 2. A commercial line policy or contract of insurance which 

7 has been renewed or which has been in effect for more than 
8 sixty days may not be canceled unless at least one of the 

9 following conditions occurs: 

10 a. Nonpayment of premium. 

11 b. Misrepresentation or fraud made by or with the 

12 knowledge of the insured in obtaining the policy or contract, 

13 when renewing the policy or contract, or in presenting a claim 

14 under the policy or contract. 

15 c. Actions by the insured which substantially change or 

16 increase the risk insured. 

17 d. Determination by the commissioner that the continuation 
~ 18 of the policy would jeopardize the insurer's solvency or would 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

]1 

32 

33 

• 34 

]5 

constitute a violation of the law of this or any other state. 
e. The insured has acted in a manner which the insured 

knew or should have known was in violation or breach of a 

policy or contract term or condition. 

3. A policy or contract of insurance may be canceled at 

any time if the insurer loses reinsurance coverage which 

provides coverage to the insurer for a significant portion of 
the underlying risk insured and if the commissioner determines 

that cancellation because of loss of reinsurance coverage is 
justified. In determining whether a cancellation for loss of 

reinsurance coverage is justified, the commissioner shall 

consider the following factors: 

a. The volatility of the premiums charged for reinsurance 

in the market. 
b. The number of reinsurers in the market. 
c. The variance in the premiums for reinsurance offered by 

the reinsurers in the market. 
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1 d. The attempt by the insurer to obtain alternate rein-

2 surance. 

3 e. Any other factors deemed necessary by the commissioner. 

4 4. A policy or contract of insurance shall not be canceled 

5 except by notice to the insured as provided in this 

6 subsection. A notice of cancellation shall include the reason 

7 for cancellation of the policy or contract. A notice of 

8 cancellation is not effective unless mailed or delivered to 

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

10 the effective date of cancellation, or if the cancellation is 

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

12 the effective date of cancellation. A post office department 

13 certificate of mailing to the named insured at the address 

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

15 mailing. 

16 Sec. 4. Section 515.81, Code 1987, is amended by striking 

17 the section and inserting in lieu thereof the following: 

18 515.81 NONRENEWAL OF POLICY OR CONTRACT. 

19 An insurer shall not fail to renew a policy or contract of 

20 insurance except by notice to the insured as provided in this 

21 section. Nonrenewal of a policy or contract includes a deci-

22 sion by the insurer not to renew the policy or contract, an 

23 increase in the premium of twenty-five percent or more, an ~n-

24 crease in the deductible of twenty-five percent or more, or a 

25 material reduction in the limits or coverage of the policy or 

26 contract. However, a premium charge which is assessed after 

27 the beginning date of the policy period for which the premium 

28 is due shall not be deemed a premium increase for the purpose 

29 of this section. 

30 A notice of nonrenewal is not effective unless mailed or 

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

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

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

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

35 continuing the policy for the remainder of the notice period 
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. ,.. 1 plus an additional thirty days at the premium rate of the 

2 existing policy or contract. A post office department 

3 certificate of mailing to the named insured at the address 

4 shown in the policy or contract is proof of receipt of the 
S mailing. 

6 This section does not apply if the insurer has offered to 

7 renew or if the insured fails to pay a premium due or any 

8 advance premium required by the insurer for renewal. 
9 Sec. S. Section SlSA.4, subsection 1, unnumbered paragraph 

10 2, Code 1987, is amended to read as fOllows: 

11 When a filing is not accompanied by the information upon 
12 which the insurer supports such filing, and the commissioner 

13 does not have sufficient information to determine whether such 
14 filing meets the requirements of the ~ chapter, the 

IS commissioner shall require such insurer to furnish the 

16 information upon which it supports such filing and in such 

17 event the waiting period shall commence as of the date such 
18 .information is furnished. The information furnished in 

19 support of a filing may include tat the experience or judgment 
20 of the insurer or rating organization making the filing, tbt 
21 its interpretation of any statistical data it relies upon, tet 
22 the experience of other insurers or rating organizations, or 

23 tet any other relevant factors. A filing and any supporting 

24 information shall be open to public inspection a~te~-the upon 

2S filing beeomes-e~~eeet~e. Specific inland marine rates on 
26 risks specially rated, made by a rating organization, shall be 

27 filed with the commissioner. 
28 Sec. 6. NEW SECTION. S1SA.20 DEFINITIONS. 

29 As used in sections SlSA.21 through S1SA.2S unless the 

30 context otherwise requires: 

31 1. "Market" means the interaction between buyers and 

32 sellers consisting of a product market component and a 

33 geographic market component. A product market component 

34 consists of identical or readily substitutable products 

3S including. but not limited to, consideration of coverage. 
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1 policy terms, rate classifications, and underwriting. A 

2 geographic component is a geographical area in which buyers 

3 have a reasonable degree of access to the insurance product 

4 through sales outlets or other marketing mechanisms. 

5 2. "Competitive market" means a market for which an order 

6 is in effect pursuant to section 5l5A.22 that a reasonable 

7 degree of competition does exist. 

8 3. "Noncompetitive market" means a market which has not 

9 been found to be competitive pursuant to section 5l5A.22. 

10 Sec. 7. NEW SECTION. 5l5A.21 SCOPE OF APPLICATION. 

11 Section 5l5A.20 and sections 5l5A.22 through 5l5A.25 apply 

12 to all forms of casualty insurance except those described in 

13 sections 515A.ll and 515A.15, and those excluded by section 

14 5ISA.2. 

15 Sec. 8. NEW SECTION. 515A.22 COMPETITIVE MARKET. 

16 1. A noncompetitive market is presumed to exist unless the 

17 commissioner determines after a hearing that a reasonable 

18 degree of competition exists in the market and the 

19 commissioner issues an order to that effect. Such an order 

20 shall not become effective until sixty days after the date of 

21 the order and shall expire not later than one year thereafter 

22 unless the commissioner renews the order. Any affected 

23 insurer or insured may petition for a hearing on the renewal 

24 of an order relating to competitive status. 

25 2. In determining whether a reasonable degree of 

26 competition exists, the commissioner shall consider relevant 

27 factors of workable competition pertaining to the market 

28 structure, market performance, and market conduct, and the 

29 practical opportunities available to consumers in the market 

30 to obtain pricing and other consumer information and to 

31 compare and obtain insurance from competing insurers. Such 

32 factors may include, but are not limited to, the following: 

33 a. The size and number of insurers actually engaged in the 

34 market. 

35 b. The profitability for insurers generally in the market 
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. ~ 1 segment and whether that profitability is unreasonably high. 

2 c. The price variance on premiums offered in the market. 

3 d. The availability of consumer information concerning the 
4 product and sales outlets or other sales mechanisms. 

5 e. The efforts of insurers to provide consumer 
6 information. 

7 f. Consumer complaints regarding the market generally. 

S Sec. 9. NEW SECTION. 515A.23 NONCOMPETITIVE MARKET. 

9 Unless the commissioner has determined a market to be 

10 competitive, the provisions of sections 515A.l through 515A.19 
11 apply. 

12 Sec. 10. NEW SECTION. 515A.24 FILING OF RATES IN A 
13 COMPETITIVE MARKET. 

14 1. Subject to the exception specified in section 515A.4, 

15 subsection 5, a competitive filing shall become effective when 

16 filed and shall be deemed to meet the requirements of section 

17 515A.3 as long as the filing remains in effect unless it is 
IS" disapproved upon review by the commissioner. 

19 2. In a competitive market, every insurer shall file with 
20 the commissioner all rates and supplementary rate information 

21 which are used in this state. The rates and supplementary 
22 rate information shall be filed not later than fifteen days 

23 after the effective date of the rates. 

24 3. In a competitive market, if the commissioner finds that 

25 an insurer's rates require closer supervision because of the 

26 insurer's financial condition or unfairly discriminatory 

27 rating practices, the insurer shall file with the commissioner 

2S at least thirty days prior to the effective date of the rates 

29 all the rates and supplementary rate information and 
30 supporting information as prescribed by the commissioner. 

31 Upon application by the filer, the commissioner may authorize 
32 an earlier effective date. 

33 Sec. 11. NEW SECTION. 515A.25 DISAPPROVAL OF A RATE 
34 FILING IN A COMPETITIVE MARKET. 

35 1. If the commissioner believes that an insurer's rate 
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1 filing in a competitive market violates the requirements of 

2 section 51SA.3, the commissioner may require the insurer to 

3 file supporting information. If after reviewing the 

4 supporting information the commissioner continues to believe 

5 that the filing violates section 515A.3, the commissioner 

6 shall notify the insurer of the insurer's right to petition 

7 for a hearing on any subsequent order relating to the filing. 

8 2. The commissioner may disapprove prefiled rates that 

9 have not become effective. However, the commissioner shall 

10 notify the insurer whose rates have been disapproved of the 

11 insurer's right to petition for a hearing on the disapproval 

12 within thirty days after the disapproval. 

13 3. If the commissioner disapproves a filing in a 

14 competitive market, the commissioner shall issue an order 

15 specifying the reasons the filing fails to meet the 

16 requirements of section 5l5A.3. For rates in effect at the 

17 time of disapproval, the commissioner shall inform the insurer 

18 within a reasonable period of time the date when further use 

19 of the rates for policies or contracts of insurance is 

20 prohibited. The order shall be issued within thirty days of 

21 disapproval, or within thirty days of a hearing on the 

22 disapproval if a hearing is held. The order may inClude a 

23 provision for premium adjustment for the period after the 

24 effective date of the order for policies or contracts in 

25 effect on the date of the order. 

26 4. Whenever an insurer has filed no legally effective 

27 rates as a result of the commissioner's disapproval of a 

28 filing, the commissioner shall on request of the insurer work 

29 with the insurer to develop interim rates for the insurer that 

30 are sufficient to protect the interest of all parties and the 

31 commissioner may order that a specified portion of the premium 

32 be placed in an escrow account approved by the commissioner. 

33 When new rates become legally effective, the commissioner 

34 shall order the escrowed funds or any overcharge in the 

35 interim rates to be distributed appropriately. The 
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'. 1 commissioner may waive distribution if the commissioner 

• 

.. 

2 determines that the amount involved would not warrant such 

3 action. 

4 EXPLANATION 

5 This bill makes certain changes relating to the duties and 
6 resources of the insurance commissioner regarding the 

7 regulation of the insurance business conducted in the state. 

8 The bill requires the insurance commissioner to semian-

9 nually make a report to the governor with information from 

10 statements required of insurance companies, other than life 

11 insurance companies, doing business in the state. The 

13 

14 

12 commissioner is also required to make a report to the general 

assembly each year with information on the state oE the 
insurance business and any problem areas foreseen. 

15 

16 

17 

18 

19 

20 

21 

22 

23 
24 

25 

26 

27 

28 

29 

30 

31 

32 

The bill authorizes the commissioner to appoint a staff of 

actuaries to perform analyses of rate filings, perform audits 

of submitted loss data, conduct rate hearings, prepare data, 

assist in public education, identify impending problem areas, 

and assist in examinations oE insurance companies. 

The bill imposes new restrictions on cancellation or nonre­

newal of insurance policies. Cancellation of insurance poli­

cies after they have been renewed or 60 days aEter first going 

into effect is prohibited except for certain express reasons. 
Notice of cancellation is required at least ten days prior to 

the date of cancellation and the notice must include the 

reason for cancellation. Notice of nonrenewal is required to 

be delivered at least 45 days prior to termination of the 

policy. Nonrenewal is deemed to include not only a decision 

by the insurer not to renew the policy, but also to include an 

increase in the premium of 25 percent or more, an increase in 

the deductible of 25 percent or more, or a material reduction 
in coverage or limits on the policy. 

33 The bill also changes procedure regarding rate filings. 
34 The commissioner will determine which insurance lines are 

35 competitive and which are noncompetitive. Competitive 
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1 insurance rate filings will be deemed to meet the requirements ... 

2 of the Code and will go into effect when filed subject to 

3 later review by the commissioner. If on re~iew the rate 

4 filings are disapproved. the rates will be rolled back to 

5 those approved previously or to new approved rates. and 

6 refunds will be made to the purchasers of the insurance. 

7 Noncompetitive insurance rate filings will not go into effect 

8 until reviewed and approved by the commissioner. All rate 

9 filings will remain subject to disapproval after review after 

10 ten days' written notice and a hearing. 

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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HOUSE FI LE SO& 

AN ACT 

RELATING TO THE REGULATION OF THE INSURANCE BUSINESS CONDUCTED 
IN THE STATE 8f TUE INSURANCE DIVISION OP TBE DEPARTKENT or 
COMMERCE. 

BF. IT ENACTED BY THE GENERAL ASS&MBL~ or THE STATE OF IOWA: 

Section 1. Section 505.13, Code 1987. is asended by 
strikin9 the section and inserting in lieu thereof the 

following: 
505.13 OTHER INSURANCE -- REPORTS B~ THE DIVISION. 

1. The commissioner shall annually cause the preparation 
and printin9 of a report to be de1iv.red to the governor. The 
report shall contain information tr~~ the stateMents required 
of insurance co~panies, other than lite insurance companies, 
organized or doing business in the state. The reports shall 
be delivered on or betore the first day of AU9ust each year. 

2. The co~ie8ioner shall ee~iannually cause the 
preparation and printing ot a report to be delivered to the 

general asseMbly on or before the thirty-tirst day of July and 
the thirty-firet day of December each year. The report shall 

contain information on the state of the insurance business and 
any impending problem3 foreseen by the co~isaioner which 
would aftect the insurance business conducted in the state or 
the regulation of that insurance buelness by the division. 

Sec. 2. NEW SECTION. 505.15 ACTUARIAL STAFF. 
The commissioner may appoint a staff of actuaries as 

necessary to carry out the duties at the division. The 

actuarial staff ahall: 
1. Perform analyses of rate filings. 
2. Perform audits of submLtted loss data. 
1. Conduct rate hearin9s and serve as expert witnesses. 
4. Prepare, review. and dispense data on the 1nsurance 

business. 

• 

- e 
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S. Assist in public education concerning the insurance 

business. 
6. Identity any irnpending problem areas in the insurance 

business. 
7. Assist in examinations ot insurance co~panies. 

Sec. 1. Section S15.80, Code 1987. is amended by striking 
the section and inserting in lieu thereof th~ following: 

515.80 CANCELLATION or POLICY OR CONTRACT. 
1. A policy or contract of insurance which has not been 

previously rene ... ·ed nay be canceled by the ineurer it it has 
been in effect tor less than sixty days at the ti~e notice of 

cancellation is mailed or delivered. 
2. A co~~ercial line policy or contract of insurance which 

has been renewed or which has been in effect for ~ore than 
sixty days may not be canceled unless at least one ot the 

foilowin9 conditions occurs: 
a. Nonpayment of premium. 
b. Misrepresentation or traud made by or with the 

knowledge of the insured in obtaining the policy or contract. 

when renewing the policy or contract, or in presenting a claia 
under the policy or contract. 

c. Actions by the insured which substantially change or 

increase the risk insured. 
d. Determination by the comnissioner that the continuatioo 

of the policy would jeopardize the insurer's solvency or would 
conetitute a violation of the law of this or any other atate. 

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

knew or should have known was in violation or breach of a 
policy or contract term or condition. 

3. A policy or contract of in8urance may be canceled at 
any time if the insurer loses reinsurance coverage which 
provides coverage to the insurer for a significant portion at 
the underlying risk insured and it the commissioner determines 
that cancellation because of 10S8 ot reinsurance coverage is 
justified. In determinin9 whether a cancellation for 1095 of 
reinsurance coverage is justified, the commissioner shall 

consider the followinq factors: 
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3. the volatility of the prcmlums charged for reInsurance 

in the ~arket. 

b. The number of reinsurers in the market. 

c. The variance in the premiums for reinsurance offered by 

the reinsurers in the market. 
~. The attempt by the insurer to obtain alternate rein-

surance. 
e. Any other factors deer-.ed necessary by the cQ.'Mlissioncr. 
4. A policy or contract of insurance shall not be canceled 

except by notice to the insured as provided in this 

subsection. A notice ot cancellation shall include the reason 
for cancellation of the policy or contract. A noticc of 
cancellation is not effective unless mailed or delivered to 

the naned insurcd and a loss payee at least ten days prior to 
the effective date of cancellation, or if the cancellation is 

because of loss of reinsurance, at least thirty days prior to 
the effectiyc date of cancellation. A post office depart~ent 
certificate of mailing to the named insured at the address 
sh~wn in the policy or contract is proof of receipt of the 

mailing; however, such a certificate at mailing is not 
requi:ed it cancellation 1s for nonpayment of prp.~iun. 

S. This section applies to all forms of property and 
casualt}' insurance written p~rsuant to this chapter. 

Sec. 4. Section 515.81, Code :'987, 16 ali',ended by striking 
the section and inserting 11'1 lieu thereof the followinq: 

515.81 1\QNR£NEWAL or POLICY OR Cmli'RACT. 
An insurer shall not fail to renew a policy or contract of 

insurance except by notice to the insur~d as provided in this 
s~ction. Nonrenewal of a policy or contract includes a dcci­

sian by the insurer not to ren~w the policy or contract. an 
increase in the premiur."l of twenty-fi .... e percent or ttore, an in­

crease in the deductible at t ... ·enty-fi ... e percent or rnore, or a 
oaterial reduction in the li~lts or cover&9c of the policy or 
contract. Howeve:. a pre~ium charg~ which 1s assessed after 
the be9innlng date of the policy period for which the pre~lum 
is due shall not be deemed a prernium increase for the purpose 

of this section. 

House File 506, p. 4 

A notice of nonrene .... al is not effective unless lUoileti or 

delivered by the insurer to the na~ed insured and any loss 
payee at least forty-five days prior to the expiration date of 

the policy. If the insurer fails to meet the notice 

requiretl:'.ents of this section, the insured has the option of 

continuing the policy for the remainder of the notice period 
plus an additional thirty days at the premium rate of the 

existinq policy or contract. A post office department 
certificate of rnailin9 to th~ named insured at the address 
shown in the policy or contract 1s proof of receipt of the 

rnailinq. 
This section applies to all for~s of property and casualty 

insurance written pursuant to this chapter. It does not apply 

if the insurer has offered to renew or if the insured fails to 
pay a premium due or any advance premiulU requir£d by the 

1nsurer for reneval. 
Sec. 5. Section SlSA.4, subsection 1. unnumbered paraqraph 

2, Code 1987, is amended to read as follov9: 
When a tilinq is not accompanied by the infort:'.ation upon 

t~hich the il"lsurer supports such filin9. and the coc:::lissioner 
does not have sufficient information to deterQine whether such 

filing meets the requirements of ~he ~ chapter, the 
c01'llr.'lis5ioner shall require such insurer to furnish the 
inforQation upon Which it supports such filing and in such 
event the waitin9 period shall comoence as of the date SUCh 

informAtion is furnished. The information f~rnished in 
support of a filing may include tat the experience or jud9~ent 
of the insurer or rating orqanization ~king the filing, {bot 
its interpretation of any statistical data it relies upon. tet 
the experience of other insurers or rating or9anizations, or 
tdt any other relevant factors. A fiUn", and any supportinq 

information shall be open to public inspection after-tl\e ~ 
filing ~eco!'!'.e~-effeeH'f'e. Specific inland marine rates on 

ris~s specially rated, made by a ratinq organization. shall be 
filed with the comnissioner. 

Sec. 6. NE'H SECTION. 515A.20 OEFltU'I'JONS. 

e 



• 
House file $06. p. 5 

As u~ed in sections StSA.21 through St5A.25 unless the 

context otherwise requires: 
1. '"Har\(et" ;ueans the interaction between buyers and 

sellers consisting of a product market component and a 
geographic market component. A product ~Arket component 

consists of identical or readily substitutable products 
including. but not limited to, consideration of coverage, 

policy ter~s, rate classifications, and underwritlnq. A 
geographic component is a geographical area in which buyers 
have a reasonable degree of access to the insurance product 

through sales outlets or other ~rketin9 mechanisms. 
2. ~Competitive market'" ~eans a ~arket for which an order 

is in effect pursuant to section SlSA.22 that a r~asonabl~ 

de9ree of co~petition does exiet. 
3. ftNoncoll'lpetitive m.lrket" means a market which has not 

been found to be coopetitive pursuant to section S15A.22. 
Sec. 7. NEW SECTIO~. 5l5A.21 SCOPE OF APPLICATION. 
Section SlSA.20 and sections 5olSA.22 throuqh SlSA.2S apply 

to all forms of CAsualty insurance except those described in 
sections 51SA.ll £nd 515A.15, and those excluded by section 

515,\.2. 
Sec. 8. NEW SECTION. 5015A.22 COXPETITIVB MARKET. 
1. A noncompetitive market is presu~ed to exist unless the 

commissioner determines alter a hearing that a reasonable 
deqree of co~petition exists in the market and the 
commissioner issues an order to that effect. Such an order 
shall not become ~ffective until sixty days after the date of 

the order and shall expire not later than one year thereafter 
unless the commissioner renevs the order. Any affected 
insurer or insured may petition for a hearing on the renewal 
of an order relatlnq to competitive status. 

2. [n deteroininq .... hether a reasonable deqree of 
co~petition exists. the coomissioner shall consider relevant 
factors of workable co~petition pertaining to the market 
structure, ~arket perfor~ance, and ~arket conduct, and the 
practical opportunities available to consumers in the market 
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to obtain pricing clnd other consumer infottaation and to 

compare and obtain insuCcl.nce from cc~peting insurers. Such 
factors ~ay include. but are not limited to. the following: 

a. the size and number of insurers actually engaged in the 

m.arket. 
b. The profitability for insurers generally in the market 

8eg~ent and whether that profitability is unreasonably high. 
c. The price variance on premiums olfered in the narket. 
d. The availability of consum~r information concerning the 

product and sales outlets or other sales mechanisms. 
e. The efforts of insurers to provide consumer 

inforl't!.ation. 
f. Consu~er co~plaints regarding the market generally. 

Sec. 9. NEW SECTION. SlSA.23 NONCO~PETITIVE KAR~ET. 

Unless the commis$ioner has deter~ined a market to be 

competitive, the provisions of sections S15A.1 throuqh Sl5A.19 

apply. 
Sec. 10. NEW SECTION. SlSA.24 FILING O~ RATES IN A 

COMPETITIVE MARKET. 

1. Subject to the exception specified in section 5l5A.4, 
subsection 5, a competitive filing shall becoce effective when 
filed and shall be deemed to ~eet the require~ents of section 
SlSA.3 as long as the filing remains in ~ffect unless it is 

disapproved upon review by the cOmQissioner. 
2. In a competitive market, every inaurer shall file with 

the commissioner all rates and supple~entary rate information 
which are used in this state. The rates and supplementary 

rate information shall be filed not later than fifteen days 
aftar the effective date ot the rates. 

). In a coopetitive ~arket, if the CO~i6sioner finds that 
an insurer's rates require closer supervision because of the 

insurer's financial condition or unfairly discriminatory 
rating practices. the insurer shall file with the co~~issioner 

at least thirty days prior to the effective date ot the rates 
all the rates and supplementary rate information and 
supporting intor~ation as prescribed by the cOmQissioner. 

::x: 
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Upon appllc.!lItion by the fIler. the commissioner ,,"ay aut!-lorize 

a~ earlier effective date. 

Sec. 11. ~~':1._S~CrIm:. 5l5A.25 DISA?PROVAL 0;'" ;.. RAft:. 

t'lLING IN A CO~pE"rrT'IVE ~.ARKEt'. 

1. :f the com..."issioner belipves that iW insurer's rate 

filin9 in c't cor..pe!itive cl".arket violates the requlle('.ents of 

section 5l5A.3. the co~issioner may require the insurer to 

file supporting infom.lltion. It after revie ... ·ing the 

supporting information the comniss;'oner continues to believe 

that the filing violates section 5lSA.), the comroissione: 

shall notify th~ insurer of the insurer's right to petition 

for 3 hearing on ally !'ubseqIJent order releting to the filing. 

2. The cO:'lmissioner may disollpprove preflled :ates that 

h.) ... e not becor.;e effective. Hovever. the collUt".issioner shall 

notify tl'le insurer \o'r.ose rates have been disapproved of t.he 

insurer '5 ri9ht to petition for a hearing on the disapproval 

vithin thirty days after the disapproval. 

3. If the co~issioner disapproves a filing in ~ 

co'.petHive m.!llr\ct. the cO:'lfI\issioner shall issue an orde: 

spt'!cifying the reasons the filing fails to meet the 

requirements of section S15A.3. For UlIt.es in effect at the 

tine of disappro\·al. the cOl"'lnissioner shall infor:-n the insurer 

within a reasonable period of ti~e the date when further use 

of the rates for policie5 or contracts of insurance is 

prohibited. The order shall be issued ... it.hin thi.rty days of 

disapproval, or within thirty days of a hearing on the 

disapproval if a hearing is held. The order ~ay include a 

provision for premium adjustr-.ent for the period afler th! 

effective date of the order for policies or contract5 in 

effect on the date of the order. 

4. Whenever an ir,surer has filed no legally effective 

rates as a ref;ult of the corn.missioner's disapproval of a 

filing. the co~issioner shall on request of the insurer wor~ 

with the insurer to develop interim rates for the insurer that 

are sufficient to protect the in~erest of all parties and the 

com:nissioner may order that a specified p::ution of the prer:\i-Jr; 
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b~ placed in an escrow account approved by the co~~i3si~~~r. 

,,",'hen ne .... ratefl. become leqally effective, the cO:MIis!>ioner 

shall order ~he escrowed (undfl. or ani' overcharge in the 

interi~ rates to be distributed appropriately, The 

COr~lSfl.lonp.r may waive distribution if the co~issioner 

deter.,inea that the amount illVolved ..,ould not warrant such 

action. 
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