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A BILL FOR

An Act relating to the regulation of the insurance business
conducted in the state by the insurance division of the

department of commerce.
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Amend Hcouse File 506 as follows:
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Section 1. Section 505..3, Code 1987, is amended by .
striking the section and inserting in lieu thereof the
folicwing:
505.13 OTHER INSURANCE -- REPORTS BY TEE DIVISION.
1. The commissioner shall annuaily cause the preparation
and printing of a report to be delivered to the governor. The
report snall contain information from the siatements required
of insurance companies, other than life insurance companies,
organized or doing Pbusiness in the state. The reports shall
be delivered on or before the first day of August eacnh year.
2. The commissioner sirall semiannually cause the
preparacion and printing of a report to be delivered to the
general assembly on or before the thirty-first day of July and
the thirty-first day of December each year. The report shall
contain information on the state of the insurance business and
any impending problems foreseen by the commissioner which
would affect the insurance business conducted in the state or .
the regulation of that insurance business 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 dutlies of the division. The
actuarial staff shall:
1. Perform analyses of rate filings.
2. Perform audits of submitted loss data.
3. Conduct rate hearings and serve as expert witnesses.
4. Prepare, review, and dispense data on the insurance
business.
5. Assist in public education concerning the insurance
business. |
6. 1Identify any impending problem areas in the insurance
business.
7. Assist in examinations of insurance companies.

Sec. 3. Section 515.80, Code 1987, is amended by striking
the section and inserting in lieu therecf the follcwing: .

515.80 CANCELLATION OF POLICY OR CONTRACT.
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1. A policy or contract of insurance which has not been
previously renewed may be canceled by the insurer if it has
been in effect for less than sixty days at the time notice of
cancellation is mailed or delivered.

2. A commercial line policy or contract of insurance which
has been renewed or which has been in effect for more than
sixty days may not be canceled unless at least one of the
following conditions occurs:

a. Nonpayment of premium.

b. Misrepresentation or fraud made by or with the
knowledge of the insured in obtaining the poliicy or contract,
when renewing the policy or contract, or in presenting a claim
under the policy or contract.

c. Actions by the insured which substantially change or
increase the risk insured.

d. Determination by the commissioner that the continuation
of the policy would jecopardize the insurer's solvency or would
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 wnhich
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 Zustified, 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 thne market.

d. The attempt by the insurer to obtain aiternate rein-

-2~



surance.

2. Any otner factors deemed necessary by the commissioner.

4. A policy or contract of insurance shall not be canceled
except by notice to the insured as prcvided in tais
subsection., & 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 payee at least ten days prior to
the effective date of cancellation, or if the cancellation is
because 0f 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 policy or contract is proof of receipt of the
mailing.

Sec. 4. Section 515.8.L, Code 1987, is amended by striking
the section and inserting in lieu thereof the following:

515.81 NONRENEWAL OF POLICY OR CONTRACT.

An insurer shall not fail to venew a policy or contract of
insurance except by notice to the insured as provided in this
sectlion. Nonrenewal of a policy or contract includes a deci-
sion by the insurer not to renew the policy or contract, an
increase in the premium of twenty-five percent or more, an in-
crease in the deductiple of twentcy-five percent or more, or a
material reduction in the limits or coverage of the policy or
contract. However, a premium charge which 15 assessed after
the beginning date of the policy period for which the premium
is due shall not be deemed a premium increase for the purpose
of this section.

A notice of nonrenewal i1s not effective unless mailed or
delivered by the insurer to the named insured and any loss
pavee at least forty-five days prior tc the expiration date of
the policy. If the insurer fails tc meet the notice
requirements of this section, the insured has the cption of
continuing the policy fcr the remainder of the notice period

1

pius an additional thirty days at the premium rate of the
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existing policy or contract. A post office department
certificate of mailing to the named insured at the address
shown 1n the policy or contract is proof of receipt of the
mailing.

This section does not apply if the insurer has offered to
renew or if the insured fails to pay a premium due or any
advance premium required by the insurer for renewal.

Sec. 5. Section 515A.4, subsection 1, unnumbered paragraph
2, Code 1987, is amended to read as follows:

Wnen a filing i1s not accompanied by the information upon
which the insurer supports such filing, and the commissioner
does not have sufficient information to determine whether such
filing meets the requirements of the this chapter, the
commissioner shall require such insurer to furnish the
information upon which it supports such filing and in such
event the waiting period shall commence as of the date such
information is furnished. The information furnished in
support of a filing may include {a3+ the experience or judgment
of the insurer or rating organization making the filing, {b?}
its interpretation cf any statistical data it relies upon, tey
the experience of other insurers or rating organizations, or
té+ any other relevant factors. A Iiling and any supporting
information shall be open to public inspection after-tre upon
filing becomes-effective. Specific inland marine rates on
risks specially rated, made by a rating organization, shall be
filed with the commissioner.

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

As used in sections 515A.21 through 515A.2% unless the

context otherwise requires:

1. "Market" means the interaction between buyers and
sellers consisting of a product market component and a
geographic market component. A product market component
consists of identical or readily substitutable products
including, but not limited -o, consideration of coverage,

pclicy terms, rate classiflications, and underwriting. A
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gecgraphic component 1s & gecgrapnicai area 1n which buyers
nave a reasonable cegree cf access :o the insurance product
Througn sales outlats or ciher marketing mechanisms.

2. "Comperitive marxet" means a market for which an order
is in effect pursuant to section 515A.22 that a reasonable
degree of competition does exist.

3. "Noncompetitive market” means a market whicn has not
beer found to be competitive pursuant to section S515A.22.

Sec. 7. NEW SECTION. 515A.21 SCCPE OF APPLICATION,

Secrion 515A.20 and sections 518A.22 through 515A.25 apply

to ali forms of casunlity insurance except those described in
sections 515A.11 and 515A.15, andé those excluded by section
515A.2.

Sec. 8. NEW SECTION, S515A.22 C(COMPETITIVE MARKET.

l, A noncompetitive market is presumed to exist unless the

commissioner determines after a hearing that a reasonable
degree of competiticn exists in the market and the
commissioner 1ssues an order to that effect. Such an order
shall not beccme effective until sixty days after the date of
the order and shall expire not later trhan one year thereafter
unless the commissioner renews the order. Any affected
insurer or insured may petition tor a hearing on the renewal
of an order relating to compe:iliive status.

2, In determining whether a reasonable degree of
competition exists, the commissioner shall consider relevant
factors of workable competition pertaining to the marxet
structure, market performance, and market conduct, ané the
practical opportunities available to consumers in the market
to obtain pricing and other consumer iInformation and to
compare and obtain insurance from competing insurers. Such
factors may include, but are not limited to, the following:

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

b. The profitability for insurers generally in the marke:

segment and whether tnat profitacility is unreasonably high.
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¢. The price variance on premiums offered in the market.

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

e. The efforts of insurers to provide consumer
informaticon.

£. Consumer complaints regarding the market generally.

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

Unless the commissioner has determined a market to be

competitive, the provisions of sections 515A.1 through 515A.19
apply.

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

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

subsection 5, a competitive filing shall become effective when
filed and shall be deemed to meet the requirements of section
515A.3 as long as the filing remains in effect unless it 1is
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
rate information shall be filed not later than fifteen days
after the effective date of the rates.

3. In a competitive market, if the commissioner 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 commissioner
at least thirty days prior to the effective date of tne rates
all the rates and supplementary rate information and
supporting information as prescribed by the commissioner.

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

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

1. ZIZf the comm:issioner believes that an insurer's rate

filing in a competitive market violates the requirements of

_6_




S W@ o~ W B L b e

et et i T =T =
Vs W e

I S =
LTS T » « BRI U N & Y

[ R S B V)
OO

2%
(Y]

24
25
26
27
28
28
30

1
4

32
33
34
35

SC -

w

1
e
r1]

he commissioner may require the insurer to
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section S5i5A.4,
file supporting informaticn. If after reviewing the
supporting informacion the commissloner continues to believe
that the filing vigclates sectionr 515A.32, the commlssioner
shall notify the iacurer of the insurer's right to petition
for a hearing on any subsequent order r2lating to the filing.

2. The commissioner may disapprove prefiled rates that
have nocv become effective. However, the commissioner shall
notify the insurer whose rates have been disapproved of the
insurer's right to petition for a hearing on the disapproval
within thirty days after the disapproval.

3. If the commissioner disapproves a filing in a
competitive market, che commissioner shall issue an crder
specifying the reasons the filing fzils to meet the
requirements of section 515A.3. For rates in effect at the
time of disapproval, the commissioner shall inform the insurer
within a reasonable pericd of time the date when further use
of the rates for policies or contracts of lnsurance 1s
prohibited. The order shall be issued within thirty days of
disapproval, or within thirty days of a hearing on the
disapproval 1f a hearing is held. The order may 1nclude a
provision for premium adjustment £or the period after the
effective date of the order for policies or contracts in

£fect on the date of the order.

4, Whenever an iasurer has filed no legal.iy effective
rates as a result of the commissioner's disappreoval of a
filing, the commissioner shall on request ¢f the insurer work
with the 1nsurer to develop interim rates for the lnsurer that
are sufficient to protect the interest of all parties ard the
commissioner may order that a specified portion of the premiun
be placed in an escrow account approved by the commissioner.
When new rates become legally zffective, the commissioner
shall order the escrowed funds or any overcharge in the
interim rates to be distributed approrriatsly. The

commissionar may waive distribut.on 1f the commiss:oner

-..’7_
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determines that the amount involved would not warrant such
action,.
EXPLANATION

This bill makes certain changes relating to the duties and
resources of the insurance commissiocner regarding the
regulation of the insurance business conducted in the state.

The bill requires the insurance commissioner to semian-
nualiy make a report to the governor with information from

W @ ~ v s oWt

statements required of insurance companies, other than life
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o

insurance companies, doing business in the state. The
commissioner 18 also required to make a report to the general
assembly each year with information on the state of the

insurance business and any problem areas foreseen.

T
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The bill authorizes the commissioner to appeint a staff of

b
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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 of insurance companies.

The bill imposes new restrictions on cancellaticen or nonre-
newal of insurance policies. Cancellation of insurance poli-
cies after they have peen renewed or 60 days after first going
into effect 1s prohibited except for certain express reasons,

16
17
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19
20
21
22
23

Notice of cancellation is required at least ten days prior to
the date of cancellation and the notice must include the

3%
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reason for cancellation. Notice of nonrenewal 1s required to
be delivered at least 45 days prior to termination of the

S T U T o8 )
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pelicy. Nonrenewal 1s deemed to include not only a decision
by the insurer not to renew the policy, but also to include an
increase 1in the premium of 25 percent or more, an increase 1in
the deductible of 25 percent or more, or a material reduction
in coverage or limits on the policy.

The bill also changes procedure regarding rate filings.

L I C R VS N VO R LS S )
L N S R L = Vo R & ¢

The commissioner will determine which insurance lines are
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competitive and which are noncompetitive. Competitive
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insurance rate filings will be deemed to meet the requirements
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later veview Dy olie Comiiissloner. £ cn review tiz rate

refuynds will be made o the purchasers of the Insurance.
Noncemperlitive insurance rate filings will not go into effect
unitll reviewed and approved by the commissicner. All rate

f1lings will remain subject to diszpproval afier review after

ten days’ written notice and a nearing.
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A BILL FOR

1 An Act relating to the regulation of the insurance business

2 conducted in the state by the insurance division of the

3 department of commerce.
4 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section 505.13, Code 1987, is amended by
striking the section and inserting in lieu thereof the
following:

505.13 OTHER INSURANCE -- REPORTS BY THE DIVISION.

1. The commissioner shall annually cause the preparation
and printing of a report to be delivered to the governor. The
report shall contain information from the statements required
of insurance companies, other than life insurance companies,
organized or doing business in the state. The reports shall
be delivered on or before the first day of August each year.

2. The commissioner shall semiannually cause the
preparation and printing of a report to be delivered to the
general assembly on or before the thirty-first day of July and
the thirty-first day of December each year. The report shall
contain iaformation on the state of the insurance business and
any impending problems foreseen by the commissioner which
would affect the insurance business conducted in the state or
the requlation of that insurance business 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 of the division. The

actuarial staff shall:

l. Perform analyses of rate filings.

2. Perform audits of submitted loss data.

3. Conduct rate hearings and serve as expert witnesses.

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

5. Assist in public education concerning the insurance
business.

6. Identify any impending problem areas in the insurance
business,

7. Assist in examinations of insurance companies.

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

515.80 CANCELLATION OF POLICY OR CONTRACT.

..l_.
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l. A policy or contract of insurance which has not been
previously renewed may be canceled by the insurer if it has
been in effect for less than sixty days at the time notice of
cancellation is mailed or delivered.

2. A commercial line policy or contract of insurance which
has been renewed or which has been in effect for more than
sixty days may not be canceled unless at least one of the
following conditions occurs:

a. Nonpayment of premium.

b. Misrepresentation or fraud 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 claim
under the policy or contract.

¢. Actions by the insured which substantially change or
increase the risk insured.

d. Determination by the commissiconer that the continuation
of the policy would jeopardize the insurer's $olvency or would
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 1is
justified. 1In 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.

d. The attempt by the insurer tc obtain alternate rein-

-2-
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surance.

e, Anv other factors deemed necessary by the commissioner.

4. A policy or contract of 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 not effective unless mailed or delivered to
the named insured and a loss payee at least ten days prior to
the sffective date «f cancellation, or 1f 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 meiling to the named insured at the address
showr 1n the poli~cv or cuntract is proof of receipt of the
mailing; oowever, such a certificate of mailing is not
requsred i:f canceil.tion is for nonpayment of premium.

Sec. 4. Section 515.81, Code 1987, is amended by striking
the section and inserting in lieu thereof the following:

5:5.81 NONRENEWAL OF POLICY OR CONTRACT.

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

insurarce except by notice to the insured as provided in this
section. Nonrenewa' of A policy or contract includes a deci-
s.on by the insurer not -0 renew the pc'icy »r contract, an
increase in the premium of twenty-five percent or more, an in-
crease in the deductible of twenty-five percent or more, or a
material reducrvion :n the limits or coverage of the policy or
contract. However, a premium charge which is assessed after
the beginning date of the policy period for which the premium
is due shall not be deemed a premium increase for the purpose
of this section.

A notice of nonrenewal is not effective unless mailed or
delivered by the insurer to the named insured and any loss
payee at least forty-five days prior to the expiration date of
the policy. 1If the insurer fails to meet the notice
requirements of this section, the insured has the option of
continuing the policy for the remainder of the notice period

_3_
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plus an additional thirty days at the premium rate of the
existing policy or contract. A post office department
certificate of mailing tc the named insured at the address
shown in the policy or contract is proof of receipt of the
maliling.

This section does not apply if the insurer has offered to
renew or if the insured fails to pay a premium due or any
advance premium required by the insurer for renewal.

Sec. 5. Section 515A.4, subsection 1, unnumbered paragraph
2, Code 1987, is amended to read as follows:

When a filing is not accompanied by the information upon
which the insurer supports such filing, and the commissioner
does not have sufficient information to determine whether such
filing meets the requirements of ehe this chapter, the
commissioner shall require such insurer to furnish the
information upon which it supports such filing and in such
event the waiting periocd shall c¢commence as of the date such
information is furnished. The information furnisned in
support of a filing may include {a) the experieince or judgment
of the insurer or rating organization making the filing, by
its interpretation of any statistical data it relies upon, fc¥
the experience of other insurers or rating organizations, or
td¥ any other relevant factors., A filing and any supporting
information shall be open to public inspection after-the upon
filing becomes-effeecttve, Specific inland marine rates on
risks specially rated, made by a rating organization, shall be
filed with the commissioner.

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

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

context otherwise requires:

1. "Market" means the interaction between buyers and
sellers consisting of a product market component and a
geographic market component. A product market component
consists of identical or readily substitutable products
including, but not limited to, consideration of coverage,

-4~
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policy terms, rate classificaticns, and underwriting. A .
geographi~ componani is a geographical area in which buyers
have a reasonable degree of access to the insurance product
through sales outlets or other marketing mechanisms.
2. "Competitive market" means a market for which an order
is in effect pursuant to section 515A.22 that a reasonable
degree of competitinn does exist.
3. "Noncompetit.ve market” means a market which has not
been fcunu to Le competitive pursuant to section 515A.22.
Sec. 7. NEW SECTION, 515A.21 SCOPE OF APPLICATION.
Section 515A.20 (nd sections 517FA.22 through 515A,25 apply
tc all foums of casualty insurance except those described in
sections 515A.11 anc¢ 515~.15, and those excluded by section
515A.2.
Sec. 8. NEW SBEC™ICN. 5154.22 COMPETITIVE MARKET.
1. A noncompetitive market is presumed to exist unless the
commissioner determines after a hearing that a reasonable .

degree of competicicn exists in the market and the
commissicier issues an order to that effect. Such an order
shall nrot becomre effective until sixty days after the date of
the order and sha'l expi.e not later than one year thereafter
urniess the commissi. ner .erews the order. Auay affected
insurer o» insured may petition for a hearing on the renewal
of ar order relating to competitive status.

2. In determini.g whether a reasonable degree of
competition exists, the commissioner shall consider relevant
factors of workable competition pertaining to the market
structure, market perfornance, and market conduct, and the
practical opportunities available to consumers in the market
to obtain pricing and other consumer information and to
compare and obtain insurance from competing insurers. Such
factors may include, but are not limited to, the following:

a. The size and number of insurers actually engaged in the
market. .
b. The profitability for insurers generally in the market

-5-
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segment and whether that profitability is unreasonably high.
¢. The price variance on premiums offered in the market.
d. The availability of consumer information concerning the
product and sales outlets or other sales mechanisms.
e. The efforts of insurers to provide consumer
information.
f. Consumer complaints regarding the market generally.
Sec. 9. NEW SECTION. S515A.23 NONCOMPETITIVE MARKET.
Unless the commissioner has determined a market to be
competitive, the provisions of sections 515A.1 through 515A.1%9
apply.
Sec., 10. NEW SECTION. 515A.24 FILING CI RATES IN A

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

subsection 5, a competitive filing shall become effective when
filed and shall be deemed te meet the requirements of section
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
rate information shall be filed nct later than fifteen days
after the effective date of the rates.

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

hoN

an insurer's rates regquire closer supervision because of the
insurer's financial condition or unfairly discriminatory
rating practices, the insurer shall file with the commissioner
at least thirty days prior to the effective date of the rates
all the rates and supplementary rate information and
supporting information as prescribed by the commissioner.
Upon application by the filer, the commissioner may authorize
an earlier effective date.

Sec. 11, NEW SECTIQN., S15A.25 DISAPPROVAL OF A RATE
FILING IN A COMPETITIVE MARKET.

1. If the commissioner believes that an insurer's rate

-f-
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filing in a competitiv2: market violates the requirements of
section 5L5A.3, the commissioner may require the insurer to
file supporting information. If after reviewing the
suppcrting information tl.e commissioner continues to believe
that the filing violates section 515A.3, the commissioner
shall notify the insurer of the insurer's right to petition
for a hearing on any subsequent order relating to the filing,

2. The commissicner may disapprove prefiled rates that
have nct necome eZf.ctive. However, the commissioner shall
notify the insurer whose rates have been disapproved of the
insurer's right to petition for a hearing on the disapproval
within thirty days 2fter the disapproval.

3. If the commizsioner disapproves a filing in a
ccmpetiti—e market, the commissioner shall issue an order
specifyingy the reascns the filing fails to meet the
requiremeuats of section 515A.3., For rates in effect at the
time of disapproval, the commissiorner shall inform the insurer
within a reasonable period of time the date when further use
of the rates for policies or contracts of insurance is
prohibited. The order snall be issued within thirty days of
disapproval, or wit:in trirty days of a hearing on the
disapproveal if a ne ring is held. The order mey include a
provision for premium adjustment for the period after the
effective date of t.e order for policies or contracts in
effect on the date »nf the order.

4. Whonever an .nsurer has filed no legally effective
rates as a resull of the commissioner's disapproval of a
filing, the commissioner shall on reguest of the insurer work
wlith the insurer to develiop interim rates for the insurer that
are sufficient to protect the interest of all parties and the
commissioner may order that a specified portion of the premium
be placed in an escrow account approved by the commissioner.
When new rates become legally effective, the commissioner
shall order the escrowed funds or any overcharge in the
interim rates to be distributed appropriately. The

-7 -




“ 1 commissioner may waive distribution if the commissioner
R 2 determines that the amount involved would nct warrant such

3 action.
4
[~
SENATE AMENDMENT TO HOUSE FILE 506
H-3770
1 ‘Amend House File 506, as amended, passed, and re-

2 printed by the House, as {ollows:

3 1. Page 3, by inserting after 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 forms of

0 property and casualty insurance written pursuant to

1l this chapter. It".

H-2770 FILFD APRIL 15, 1987 RECEIVED FROM THE SENATE
4 et anetd %/;:,47(}.L577)

HF 506
-8- mf /pk/25
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Section 1. Section 505.13, Code 1987, is amended by
striking the section and inserting in lieu thereof the
following:

505.13 OTHER INSURANCE -—- REPORTS BY THE DIVISION.

1. The commissioner shall semiannually cause the prepara-
tion and printing of a report to be delivered to the governor.
The report shall contain information from the statements re-
quired of insurance companies, other than life insurance
companies, organized or doing business in the state. The
reports shall be delivered on or before the first day of
February and the first day of August each year.

2. The commissioner shall cause the preparation and
printing of a report to be delivered to the general assembly
on or before the thirty-first day of December each year. The
report shall contain information on the state of the insurance
business and any impending problems foreseen by the
commissioner which would affect the insurance business
conducted in the state or the regulation of that insurance
business 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 of the division. The
actuarial staff shall:

1. Perform analyses of rate filings.

2. Perform audits of submitted loss data.

3. Conduct rate hearings and serve as expert witnesses,

4. Prepare, review, and dispense data on the insurance
business. o ' R

5. Assist in public education concerning the insurance
business. o

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

7. Assist in examinations of insurance companies.

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

the section and inserting in lieu thereof the following:

_l_




515.80 CANCELLATION OF POLICY OR CONTRACT.

1. A policy or contract of insurance which has not been
previously renewed may be canceled by the insurer if it has
been in effect for less than sixty days at the time notice of
cancellation is mailed or delivered.

2. A commercial line policy or contract of insurance which
has been renewed or which has been in effect for more than

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

following conditions occurs:

a. Nonpayment of premium.

b. Misrepresentation or fraud 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 claim
under the policy or contract.

c. Actions by the insured which substantially change or
increase the risk insured.

d. Determination by the commissioner that the continuation
of the policy would jeopardize the insurer's solvency or would
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
pelicy 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. 1In 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.

¢. The variance in the premiums for reinsurance offered by

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

e. Any other factors deemed necessary by the commissioner.

4, A policy or contract of 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 not effective unless mailed or delivered to
the named insured 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 effective date of cancellation. A post office department
certificate of mailing to the named insured at the address
shown 1n the policy or contract is proof of receipt of the
mailing.

Sec. 4. Section 515.81, Code 1987, is amended by striking
the section and inserting in lieu thereof the following:

515.81 NONRENEWAL OF POLICY OR CONTRACT.

An insurer shall not fail to renew a policy or contract of
insurance except by notice to the insured as provided in this
section. Nonrenewal of a policy or contract includes a deci-
sion by the insurer not to renew the policy or contract, an
increase in the premium of twenty-five percent or more, an in-
crease in the deductible of twenty-five percent or more, or a
material reduction in the limits or coverage of the policy or
contract. However, a premium charge which is assessed after
the beginning date of the policy period for which the premium
is due shall not be deemed a premium increase for the purpose
of this section.

A notice of nonrenewal is not effective unless mailed or
delivered by the insurer to the named 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
requirements of this section, the insured has the option of
continuing the policy for the remainder of the notice period

_3_
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plus an additional thirty days at the premium rate of the
existing policy or contract. A post office department
certificate of mailing to the named insured at the address
shown in the policy or contract is proof of receipt of the
mailing.

This section does not apply if the insurer has offered to
renew or if the insured fails to pay a premium due or any
advance premium required by the insurer for renewal.

Sec. 5. Section S515A.4, subsection 1, unnumbered paragraph
2, Code 1987, is amended to read as follows:

When a filing is not accompanied by the information upon
which the insurer supports such filing, and the commissioner
does not have sufficient information to determine whether such
filing meets the requirements of the this chapter, the
commissioner shall require such insurer to furnish the
information upon which it supports such filing and in such
event the waiting period shall commence as of the date such

information is furnished, The information furnished in

support of a filing may include +a} the experience or judgment
of the insurer or rating organization making the filing, ¢b?
its interpretation of any statistical data it relies upon, te?
the experience of other insurers or rating organizations, or
+4¥ any other relevant factors. A filing and any supporting
information shall be open to public inspection afeer-the upon
filing becomes-effective, Specific inland marine rates on
risks specially rated, made by a rating organization, shall be
filed with the commissioner.

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

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

context otherwise requires:

1. "Market" means the interaction between buyers and
sellers consisting of a product market component and a
geographic market component. A product market component
consists of identical or readily substitutable products

including, but not limited to, consideration of coverage,

-4-
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policy terms, rate classifications, and underwriting. 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 marketing mechanisms.

2. "Competitive market" means a market for which an order
is in effect pursuant to section 515A.22 that a reasonable
degree of competition does exist.

3. "Noncompetitive market” means a market which has not
been found tco be competitive pursuant to section 515A.22.

Sec. 7. NEW SECTION. 515A.21 SCOPE OF APPLICATION.

Section 515A.20 and sections 515A.22 through 515A.2S5 apply
to all forms of casualty insurance except those described in
sections 515A.11 and 515A.15, and those excluded by section
515A.2,

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

l. A noncompetitive market is presumed to exist unless the

commissioner determines after a hearing that a reasocnable
degree of competition exists in the market and the
commissioner issues an order to that effect. Such an order
shall not become effective until sixty days after the date of
the order and shall expire not later than one year thereafter
unless the commissioner renews the order. Any affected
insurer or insured may petition for a hearing on the renewal
of an order relating to competitive status.

2. In determining whether a reasonable degree of
competition exists, the commissioner shall consider relevant
factors of workable competition pertaining to the market
structure, market performance, and market conduct, and the
practical opportunities available to consumers in the market
to obtain pricing and other consumer information and to
compare and obtain insurance from competing insurers. Such
factors may include, but are not limited to, the following:

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

b. The profitability for insurers generally in the market

-5-
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segment and whether that profitability is unreasonably high.

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

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

e. The efforts of insurers to provide consumer
information.

f. Consumer complaints regarding the market generally.

Sec. 9. NEW SECTION. S515A.23 NONCOMPETITIVE MARKET.

Unless the commissioner has determined a market to be
competitive, the provisions of sections 515A.1 through 515A.19
apply.

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

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

subsection 5, a competitive filing shall become effective when
filed and shall be deemed to meet the requirements of section
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
rate information shall be filed not later than fifteen days
after the effective date of the rates.

3. In a competitive market, if the commissioner 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 commissioner
at least thirty days prior to the effective date of the rates
all the rates and supplementary rate information and
supporting information as prescribed by the commissioner.

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

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

1. If the commissioner believes that an insurer's rate

-6-




O O ~J 3 O bW -

W W W W W W NN NN RN RN RN O R o b e
ool WO W RN e WO D WO ® YW e WO

filing in a competitive market violates the requirements of
section 515A.3, the commissioner may require the insurer to
file supporting information. If after reviewing the
supporting information the commissioner continues to believe
that the filing violates section 515A.3, the commissioner
shall notify the insurer of the insurer's right to petitiocn
for a hearing on any subsequent order relating to the filing.

2. The commissioner may disapprove prefiled rates that
have not become effective. However, the commissioner shall
notify the insurer whose rates have been disapproved of the
insurer's right to petition for a hearing on the disapproval
within thirty days after the disapproval.

3. If the commissioner disapproves a filing in a
competitive market, the commissioner shall issue an order
specifying the reasons the filing fails to meet the
requlrements of section 515A.3. For rates in effect at the
time of disapproval, the commissioner shall inform the insurer
within a reasonable period of time the date when further use
of the rates for policies or contracts of insurance is
prohibited. The order shall be issued within thirty days of
disapproval, or within thirty days of a hearing on the
disapproval if a hearing is held. The order may include a
provision for premium adjustment for the period after the
effective date of the order for policies or contracts in
effect on the date of the order.

4. Whenever an insurer has filed no legally effective
rates as a result of the commissiconer's disapproval of a
filing, the commissioner shall on request of the insurer work
with the insurer to develop interim rates for the insurer that
are sufficient to protect the interest of all parties and the
commissioner may order that a specified portion of the premium
be placed in an escrow account approved by the commissioner.
When new rates become legally effective, the commissioner
shall order the escrowed funds or any overcharge in the
interim rates to be distributed appropriately. The

_7_..
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commissioner may waive distribution if the commissioner
determines that the amount involved would not warrant such
action.

EXPLANATION

This bill makes certain changes relating to the duties and
resources of the insurance commissioner regarding the
regulation of the insurance business conducted in the state.

The bill requires the insurance commissioner to semian-
nually make a report to the governor with information from
statements required of insurance companies, other than life
insurance companies, doing business in the state. The
commissioner is also required to make a report to the general
assembly each year with information on the state of the
insurance business and any problem areas foreseen.

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 of 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 after 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.

The bill also changes procedure regarding rate filings.
The gommissioner will determine which insurance lines are

competitive and which are noncompetitive. Competitive

-8-
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insurance rate filings will be deemed to meet the requirements
of the Code and will go into effect when filed subject to
later review by the commissioner. If on rewiew the rate
filings are disapproved, the rates will be rolled back to
those approved previously or to new approved rates, and
refunds will be made to the purchasers of the insurance.
Noncompetitive insurance rate filings will not go into effect
until reviewed and approved by the commissioner. All rate
filings will remain subject to disapproval after review after

ten days' written notice and a hearing.

LSB 27%5HC 72
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HOUSE FILE 506

AN ACT
RELATING TO THE REGULATION OF THE INSURANCE BUSINESS CONDUCTED
IN THE STATE BY THE INSURAMNCE DIVISION OF TBE DEPARTMENT OF
COMMERCE.,

8F IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

Section 1. Sectlon 505.13, Code 1387, is asended by
striking the section and insaerting ln lieu thereof the
tollowing:

505.13 OTHER INSURANCE -- REPORTS BY THE DIVISION.

1. The commissioner shall annually cause the preparation
and printing of a report to be delivered to the governor. The
report shall contain information from the statements required
of insurance companies, other than life lnsurance companies,
organized or doing business in the state. The reports shall
be delivered on or before the first day of August each year.

2. The commissioner shall semiannually cause the
ptepacation and printing of a report to be delivered to the
general assembly on or before the thirty-first day of July and
the thirty-first day of December each year. The report shall
contain infocrmation on the state of the insurance business and
any impending problems foreseen by the commissioner which
would affect the insurance business conducted in the state or
the regulation of that insurance business by the division.

Sec., 2. NEW SECTION. %50%.15 ACTUARIAL STAFF.

The commissioner may appoint a staff of actuaries as
necessary to carry out the duties of the division. The
actuarial sta€f shall:

1. Perform analyses of rate Eilings.

2. Perform audits of submitted loss data.

3. Conduct rate hearings and serve as expert witnesses,

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

business,

House File 906, p. 2

5. ASsist in public education concerning the insurance
business.

6. Identify any impending problem areas in the insurance
pusiness.

7. Assist in examinations of insurance companies.

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

515.80 CANCELLATION OF POLICY OR CONTRACT.

1. A policy or contract of insurance which has not been
previously renewed may be canceled by the lnsurer if it has
been in effect for less than sixty days at the time notice of
cancellation is mailed or delivered,

2. A commerclal line policy or contract of insucrance which
has been renewed or which has been in effect for more than
sixty days may not be canceled unless at least one of the
following conditions accurs:

a. Nonpayment of premium.

b. Misrepresentation or fraud wade by or with the
knowledqe of the insured in obtaining the policy or contract,
vhen renewing the policy or contract, or in presenting a claim
under the pollcy or contract.

c. Actions by the insured which subatantially change or
increase the risk insured.

d. Determination by the commissloner that the continuatioa
of the pollicy would jeopardize the insurer's solvency or would
constitute a violation of the law of this or any other state.

e. The insured has acted in a manner which the inasured
knew or should have known was in viclation or breach of a
policy or contract term or condition.

3. A policy or contract of insurance may be canceled at
any time 1€ the insurer loses ceinsurance coverage which
ptovides 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:




House File 506, p. 13

a. The volatility of the premiums charged for reinsurance
in the macket.

b. The number of reinsurers in the market.

c. The variance in the premiums fotr reinsurance offered by
the reinsurers in the market.

¢. The attempt by the insurer to obtain alternate rein-
surance.

e. Any other factors deered necessary by the commissioner.

4. A policy or contract of 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 conttract. A notice of
cancellation is not effective unless mailed or delivered to
the narmed insured 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 thicrty days prior to
the effective date of cancellation. A post office department
certificate of mailing to the named iasured at the address
shown in the policy or contract is proof of receipt of the
mailing; however, such a certificate of mailing is not
rejguired if cancellation is for nonpayeeat of premiuvn.

S. This section applies to all focrms of property and
casualty insurance written pursuant to this chapter.

Sec. 4. Section 515.81, Code 1987, is arended by striking
the secticn and inserting in lieu thececf the following:

515.81 NONRENEWAL OF POLICY OR CONTRACT.

An insurer shall not fail toc renew a pelicy or contract of
insurance except by notice to the insured as provided in this
section. MNonrenewal of a policy or contract includes a deci-
sion by the insurer not to renew the policy or contract, an
increase in the premium of twenty-five porcent oc more, an in-
crease in the deductible of twenty-five percent or more, ovr a
naterial redoction in the limits or coverage of the policy or
contract. However, & premium charge which is assessed after
the beginning date of the policy period for which the premiuc
is due shall not be deemed a premium increase for the purpose
of this section.

House File 506, p. 4

A notice of nonrenewal is not effective unless mailed or
delivered by the insurer to the named insured and any loss
payee at least forty-five days prior to the expiration date of
the policy. [f the insurer fails to meet the notice
requirerents 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
existing policy or contract., A post office department
certificate of mailing to the named insured at the address
shown in the policy or contract is proof of receipt of the
mailing.

This section applies to all forms of property and casualty
insurance written pursuant to this chapter. It does not apply
if the insurec has offered to renew or Af the insured fails to
pay a premium due or any advance premium required by the
insutrer for renewal.

Sec. 5. Section S15A.4, sudbsection 1, unnumbered paragraph
2, Code 1987, is amended to read as follows:

When a filing is not accompanied by the inforration upon
which the insurec supports such filing, and the cocaissioner
does not have sufficient information to detecmine whether such
filing meets the tequirements of the this chapter, the
comnissioner shall require such lnsurer to furnish the
information upon which it supports such filing and in such
event the walting pericd shall commence as of the date such
information is furnished., The inforoatlon furnishad in
support of a filing may include ta} the experience or judgment
of the insurer or rating organization making the filing, €b}
its interpretation of any statistical data it relies upon. ¢et
the experience ¢f other insurers or rating organizations, or
+dy any other relevant factors. A filing and any supporting
information shall be open to public inspection after-the upon
Eiling becomes-effective. Specific inland marine rates on
risks specially rated, made by a rating organization, shall be
filed with the comnissioner.

Sec. 6. MEW SECTION. S15A.20 DEFIMITIONS.
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As wsed in sections 515A.21 through S515A.25 unless the
context otherwise requires:

1. “Market" means the interaction between buyers and
sellers consisting of a product market component and a
geographic market component. A product sacket component
consists of identical or readily substitutable products
including., but not limited to, consideration of coverage,
policy terms, rate classifications, and undecwriting. A
geographlc component is a geographical area in which buyers
have a reasonable degree of access to the insurance product
through sales outlets or other marketing mechanisnms,

2, *“Competitive market” means a market for which an order
is in effect pursuant to section 515A.22 that a reasonable
degree of competition does exist.

3. "Noncompetitive market™ means a market which has not
been found to be coopetitive pursuant to section S1SA.22,

Sec, 7. NEW SECTION. 515A.21 SCOPE OF APPLICATION.

Section 515A.20 and sections S15A.22 through 515A.25 apply
to all Forms of casualty insurance except those described in
sections S515A.11 and 515A.15, and those excluded by section
515A.2.

Sec. B. MEW SECTION. S515A.22 COMPETITIVE MARKET.

1. A noncompecitive market is presumed to exist unless the
commissioner determines after a hearing that a8 reasonable
degree of competition exists in the market and the
commissioner issues an order to that effect., Such an order
shall not become effective until sixty days after the date of
the order and shall expire not later than one year thereafter
unless the commissioner renews the order. Any affected
insurer or insured may petition for a hearing on the renewal
of an order relating to competitive status.

2. In determining whether a reasonable degree of

competition exists, the coomissioner shall consider relevant
factors of workable competition pertaining to the market
structure, matket performance, and market conduct, and the

practical opportunities availaple to consumers in the market

House File 506, p. &

to obtain pricing and other consumer information and to
compare and obtain insurance frcom ccmpeting insurecs. Such
tactors may include, but are not limited to, the following:

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

b. The profitability for insurers generally im the market
segonent and whether that profitability is unreasonably high.

€. The price varlance on premiums offered in the market.

d. The availability of consumer information concerniang the
product and sales outlets or other sales mechanisms.

e. The efforts of insurers to provide consumer
information.

£. Consurer complaints regarding the market generally.

Sec. 9. NWEW SECTION. 515A.23 NONCONPETITIVE MARKET,

Unless the cozmigsioner has determined a market to be
competitive, the provisions of sectlons $S1SA.1 through 515A.19
apply.

Sec, 10. NEW SECTION. S515A.24 FILING OF RATES IN A
COMPETITIVE MARKET.

1. Subject to the exception specified in sectlon 515i.4,
subsection S, a competitive filing shall becoce effective when
filed and shall be deemed to meet the requirecents of section
515A.2 as long as the filing remains in effect unless it is
disapproved upon review by the commissloner.

2. In a competitive market, every insurer shall file with
the coomissioner all cates and supplementary rate information
which are used in this state. The rates and supplementary
rate Lnformation shall be filed not later than fifteen days
afrer the effective date of the rates,

3. In a competitive market, if the commissioner finds that
an insurer's rates require closer supervision because of the
insurer's financial condition or unfaircly discriminatory
rating practices. the insurer shall €ile with the commissioner
at least thirty days prior to the effective date of the rates
all the rates and supplementary rate information and
supporting information as prescribed by the comalssioner.
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Upon application by the filer, the commissioner may autnorize
an earlier effective date.

Sec. 1l. MNEW SECTION. 515A.25 OISAPFROVAL OF A RATE
FILENG IN A COMPETITIVE MARKET.

1. If the commissioner believes that ac insurecr’s rate
£iling in a competitive rarket violates the requitecents of
section 515A.3, the conmissioner may tequire the insurec to
file supporting information. If after reviewing the
supporting information the comnissioner continues to believe
that the filing violates section 515A.3, the commissioner
shall notify the insurer of the insurer's right to petition
for & hearlng on auy subsequent order relating to the filing.

2. The conmissioner may disapprove prefiled rates that
have not becorme effective. However, the commissioner shall
notify the insurer whose rates have been disapproved of the
insurer's right to petition for a hearing on the disapproval
within thirty days after the disapproval.

3. 1If the commiscioner disapproves a filing in a
corpetitive marxet, the cormissioner shall issue an order
specifying the reasons the filing fails to maet the
requirements of section SLS5A.3. For rates in effect at the
tine of disapproval, the commissioner shall in€orm the insurer
wikthin a reasonable period of time the date when further use
of the rates for policies or contracts of insurance is
prohibited. The order shall be issued within thirty days of
disapproval, or within thirty days of a hearing on the
disapproval if a hearing is held, The order may include a
provision for premium adjustrent for the period after the
effective date of the order foc policies or contracts in
effect on the date cf the order.

4. Whenever an insurer has filed no legally effective
rates as & cesult of the comnissionec's disapproval of a
filing., the commissioner shall on reguest of the insurer work
with the insurer to develop interim rates for the insurer that
are sufficient to protect the interest of all parties and the
commissioner may ocder that a specified portion of the presiun
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be placed in an escrow account approved by the commissioner.
When new rates become legally effective, the commissioner
shall crdet the escrowed funds or any oveccharge in the
intecim rates to be distcibuted appropriately, The
cormissioner may waive distribution if the commigssioner
deter~ines that the amount involved would not warrant such
action.
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