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1 Section 1. NEW SECTION. 87.23 RATE FILINGS BY WORKERS' 

2 COMPENSATION INSURERS THROUGH A RATING ORGANIZATION. 

3 1. A corporation, an unincorporated association, a 

4 partnership or an individual, whether located within or 

5 outside this state, may make application to the commissioner 

6 for a license as a rating organization for workers' 

7 compensation insurance and shall file with the application all 

8 of the following: 

9 a. A copy of its constitution, its articles of agreement 

10 or association, or its certificate of incorporation, and a 

11 copy of its bylaws, rules, and regulations governing the 

12 conduct of its business. 

13 b. A list of its members and subscribers. 

14 c. The name and address of a resident of this state upon 

15 whom notices or orders of the commissioner or process 

16 affecting such rating organization may be served. 

17 d. A statement of its qualifications as a rating 
18 organization. 

19 If the commissioner finds that the applicant is competent, 

20 trustworthy and otherwise qualified to act as a rating 

21 organization and that its constitution, articles of agreement 

22 or association or certificate of incorporation, and its 

.23 bylaws, rules, and regulations governing the conduct of its 

24 business conform to the requirements of law, the commissioner 

25 shall issue a license limiting the rating organization's 
26 activities to workers' compensation insurance and specifying 

27 those persons or insurers for which the licensee is authorized 

28 to act as a rating organization. Every such application shall 

29 be granted or denied in whole or in part by the commissioner 

30 within sixty days of the date of its filing with the 

31 commissioner. Licenses issued pursuant to this section shall 

32 remain in effect for three years unless sooner suspended or 

33 revoked by the commissioner. The fee for the license shall be 

34 established by rule of the commissioner. Licenses issued 

35 pursuant to this section may be suspended or revoked by the 
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l commissioner, after hearing upon notice, if the rating 

2 organization ceases to meet the requirements of this 

3 subsection. 

4 A rating organization shall notify the commissioner 

5 promptly of every change in those items filed pursuant 

6 paragraphs "a" through "c". 

7 2. Subject to rules and regulations which have been 

8 approved by the commissioner as reasonable, each rating 

to 

9 organization shall permit any insurer, not a member, to be a 

10 subscriber to its rating services for workers' compensation 

ll insurance or subdivision of workers' compensation insurance 

12 for which it is authorized to act as a rating organization. 

114 
15 

16 
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20 
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24 

25 
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27 
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29 

13 Notice of proposed changes in such rules and regulations shall 

be given to subscribers. A rating organization shall furnish 

its rating services without discrimination to its members and 

subscribers. The reasonableness of any rule or regulation in 

its application to subscribers, or the refusal of any rating 

organization to admit an insurer as a subscriber, shall, at 

the request of any subscriber or any such insurer, be reviewed 

by the commissioner at a hearing held upon at least ten days' 

written notice to the rating organization and to the 

subscriber or insurer. If the commissioner finds that such 

rule or regulation is unreasonable in its application to 

subscribers, the commissioner shall order that the rule or 

regulation shall not be applicable to subscribers. If the 

rating organization fails to grant or reject an insurer's 

application for subscribership within thirty days after it is 

made, the insurer may request a review by the commissioner as 

if the application had been rejected. If the commissioner 

30 finds that the insurer has been refused admittance to the 

31 rating organization as a subscriber without justification, the 

32 commissioner shall order the rating organization to admit the 

33 insurer as a subscriber. If the commissioner finds that the 

34 action of the rating organization was justified the 

35 commissioner shall make an order affirming its action. 
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1 3. A rating organization shall not adopt any rule the 

2 effect of which would be to prohibit or regulate the payment 

3 of dividends, savings, or unabsorbed premium deposits allowed 

4 or returned by insurers to their policyholders, members, or 

5 subscribers. 

6 4. Cooperation among rating organizations or among rating 

7 organizations and insurers in ratemaking or in other matters 

8 within the scope of this section is authorized, provided the 

9 filings resulting from such cooperation are subject to all the 

10 provisions of this section which are applicable to filings 

11 generally. The commissioner may review such cooperative 

12 activities and practices and if, after a hearing, the 

13 commissioner finds that an activity or practice is unfair or 

14 unreasonable or otherwise inconsistent with the provisions of 

15 this section, the commissioner may issue a written order 

16 specifying in what respects the activity or practice is unfair 

17 or unreasonable or otherwise inconsistent with the provisions 

18 of this section, and requiring the discontinuance of the 

19 activity or practice. 

20 5. A rating organization may provide for the examination 

21 of policies, daily reports, binders, renewal certificates, 

22 endorsements or other evidences of insurance, or the 

23 cancellation thereof, and may make reasonable rules governing 

24 their submission. Such rules shall contain a provision that 

25 in the event an insurer does not within sixty days furnish 

26 satisfactory evidence to the rating organization of the 

27 correction of any error or omission previously called to the 

28 insurer's attention by the rating organization, the rating 

29 organization shall notify the commissioner of the error or 

30 omission of the insurer. All information so submitted for 

31 examination shall be confidential. 

32 6. A workers' compensation insurance rating organization 

33 may subscribe for or purchase actuarial, technical, or other 

34 services, and such services shall be available to all members 

35 and subscribers without discrimination. 
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1 7. Notwithstanding any other provision of the Code, the 

2 commissioner shall provide for a hearing in a proceeding 

3 involving a workers' compensation insurance rate filing by a 

4 licensed rating organization in accordance with the provisions 

5 of this subsection and rules adopted by the commissioner 

6 pursuant to chapter 17A. Except as otherwise provided in this 

7 subsection, the provisions ofcthis subsection shall not be 

8 subject to the requirements of chapter 17A. The procedures 

9 for such hearing shall be as follows: 

10 a. The commissioner shall provide notice of the filing of 

11 the proposed rates at least thirty days before the effective 

12 date of the proposed rates by publishing a notice in the Iowa 

13 administrative bulletin. 

14 b. The commission shall hold a public hearing on the 

15 proposed rates if within fifteen days of the date of 

16 publication a workers' compensation policyholder or an 

17 established organization with one or more workers' 

18 compensation policyholders among its members files a written 

19 demand with the commissioner for a hearing on the proposed 

120 rates. 

21 c. The commissioner shall hold the hearing within twenty 

22 days after receipt of the written demand for a hearing and 

23 shall give not less than ten days written notice of the time 

24 and place of the hearing to the person or association filing 

25 the demand, to the rating organization, and to any other 

26 person requesting such notice. 

27 d. At any such hearing, the rating organization shall bear 

28 the burden of proof to support the proposed rates by a 

29 preponderance of the evidence. The person or association 

30 requesting the hearing, and any other person admitted as a 

31 party to the proceeding, shall be given the opportunity to 

32 respond and introduce evidence and arguments on all the issues 

33 involved. 

34 e. Within fifteen days after the start of the hearing, the 

35 commissioner shall approve or disapprove the proposed rates 
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1 and specify the reasons for the approval or disapproval. The 

2 commissioner may suspend or postpone the effective date of the 

3 proposed rates pending the hearing and written decision. 

4 f. Judicial review of the decision of the commissioner on 

5 such rates may be sought in accordance with the provisions of 

6 chapter l7A. 

7 Sec. 2. NEW SECTION. 515F.l PURPOSE OF CHAPTER. 

8 1. The purpose of this chapter is to promote the public 

9 welfare by regulating insurance rates so they are not 

10 excessive, inadequate, or unfairly discriminatory, and to 

11 authorize and regulate limited cooperative action among 

12 insurers in ratemaking-related activities and in other matters 

13 within the scope of this chapter. This chapter is not 

14 intended to: 

15 a. Prohibit or discourage reasonable competition. 

16 b. Prohibit or encourage, except to the extent necessary 

17 to accomplish its purpose, uniformity in rating systems, 

18 rating plans, or practices. 

19 2. This chapter shall be liberally interpreted to carry 

20 into effect the provisions of this section. 

21 Sec. 3. NEW SECTION. 515F.2 DEFINITIONS. 

22 1. "Advisory organization" means an entity, including its 

23 affiliates or subsidiaries, which either has two or more 

24 member insurers or is controlled either directly or indirectly 

25 by two or more insurers, and which assists insurers in 

26 ratemaking-related activities such as enumerated in sections 

27 515F.l0 and 515F.ll. Two or more insurers having a common 

28 ownership or operating in this state under common management 

29 or control constitute a single insurer for purposes of this 

30 definition. 

31 2. "Commercial risk" means any kind of risk which is not a 

32 personal risk. 

33 3. "Developed losses" means losses (including loss 

34 adjustment expenses} adjusted, using standard actuarial 

35 techniques, to eliminate the effect of differences between 
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current payment or reserve estimates and those needed to 

provide actual ultimate loss (including loss adjustment 

expense) payments. 

4. "Expenses" means that portion of a rate attributable to 

acquisition, field supervision, collection expenses, general 

expenses, taxes, licenses, and fees. 

5. "Joint underwriting" means a voluntary arrangement 

established on an ad hoc basis to provide insurance coverage 

9 for a commercial risk pursuant to which two or more insurers 

10 jointly contract with the insured at a price and under policy 

11 terms agreed upon between the insurers. 

12 6. "Loss trending" means a procedure for projecting 

13 deve~oped losses to the average date of loss for the period 

114 during which the policies are to be effective. 

15 7. "Personal risk" means insurance covering homeowners, 

16 tenants, private passenger nonfleet automobiles, and mobile 

17 homes, and other property and casualty insurance for personal, 

;18 family, or household needs. 

ll9 8. "Pool" means a voluntary arrangement, establ~shed on an 
20 ongoing basis, pursuant to which two or more insurers 

21 participate in the sharing of risks on a predetermined basis. 

i22 The pool may operate through an association, syndicate, or 

23 other pooling agreement. 

24 9. "Prospective loss costs" means that portion of a rate 

25 that does not include provisions for expenses (other than loss 

26 adjustment expenses) or profit, and is based on historical 

27 aggregate losses and loss adjustment expenses adjusted through 

28 development to their ultimate value and projected through 

29 trending to a future point in time. 

30 10. "Rate" means the cost of insurance per exposure unit 

31 whether expressed as a single number or as a prospective loss 

32 cost with an adjustment to account for the treatment of 

33 expenses, profit, and individual insurer variation in loss 

34 experience, prior to any application of individual risk 

35 variations based on loss or expense considerations, and does 
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1 not include minimum premium. 
2 11. "Residual market mechanism" means an arrangement, 

3 either voluntary or mandated by law, involving participation 

4 by insurers in the equitable apportionment among them of 

5 inst1rance which may be offered to applicants who are unable to 

6 obtain insurancP through ordinary methods. 

7 12. "Supplementary rating information" includes a manual 

8 or plon of rates, classification, rating schedule, minimum 

9 premium, policy fee, rating rule, underwriting rulP, 

10 statistical plan, and any other similar informcttion needed to 

11 determine the applicable rate in effect or to be in effect. 

12 13. "Supporting information" means the experience and 

13 judgmr•nt of the filer and the experience or data of other 

14 insurPr~; or advisory organizations relied upon by the filer, 

15 the interpretation of any other data relied tlpon by the filer, 

16 descriptions of methods used in making the rates, and any 

17 other information required by the commissioner to be filed. 

18 Sec. 4. NEW SECTION. 515F.3 SCOPE OF CHAPTER. 

19 This chapter applies to all forms of casu3lty insurance, 

20 including fidelity, :;urety, and guaranty bonds, including but 

21 not limited to all forms of fire and inland ~arine insurance, 

22 and to ctny combination of any of the foregoing, on risks or 

23 opt>rat i()n:; locat t"'d in this state. 

24 'l'h i ~; chapter does not app1 y to: 

25 l. Reinsurance, other than statutorily authorized joint 

26 reinsurance mechanisms to the extent stated in section 

27 515F.13. 

28 2. Accident and health insurance. 

29 3. Insurance of vessels or craft, their cargoes, marine 

30 builders' risks, marine protection and indemnity, or other 

31 risks commonly insured under marine, excluding inland marine 

32 insurance, as determined by the commissioner. 

33 4. Workers' compensation insurance. 

34 5. Surplus lines insurance. 

35 6. Insurance written by a county mutual assessment 
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1 association as provided in chapter 518A. 

2 Sec. 5. NEW SECTION. 515F.4 RATE STANDARDS. 

3 Rates shall be made in accordance with the following: 

4 l. Rates shall not be excessive, inadequate, or unfairly 

5 discriminatory. 

6 2. Due consideration may be given to past and prospective 

7 loss experience within and outside this state; to the 

8 conflagration and catastrophe hazards; to a reasonable margin 

9 for profit and contingencies; to dividends, savings, or 

10 unabsorbed premium deposits allowed or returned by insurers to 

ll their policyholders, members, or subscribers; to past and 

12 prospective expenses both within and outside this state; and 

13 to all other relevant factors within and outside this state; 

14 and in the case of fire insurance rates, consideration shall 

15 be given to the experience of the fire insurance business 

16 during a period of not less than the most recent five-year 

17 period for which experience data is available. 

18 3. Risks may be grouped by classifications for the 

19 establishment of rates and minimum premiums. Classification 

20 rates may be modified to produce rates for individual risks in 

21 accordance with rating plans which establish standards for 

22 measuring variations in hazards or expense provisions, or 

23 both. Standards may measure any differences among risks that 

24 can be demonstrated to have a probable effect upon losses or 

25 expenses. A risk classification, however, shall not be based 

26 upon race, creed, national origin, or the religion of the 

27 insured. 

28 4. The expense provisions included in the rates to be used 
1 29 by an insurer shall reflect to the extent possible the 

30 operating methods of the insurer and its anticipated expenses. 

31 5. The rates may contain a provision for contingencies and 

32 an allowance permitting a reasonable profit. In determining 

33 the reasonableness of the profit, consideration shall be given 

~}o34 to investment income. 

35 Sec. 6. NEW SECTION. 515F.5 RATE FILINGS. 
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1 1. An insurer shall file with the commissioner, except as 

2 to inland marine risks which are not written according to 

3 manual rates or rating plans, every man~al, ~inimum premium, 

4 class rate, rating schedule, rating plan, and every other 

5 rating rule, and every modification of any of the foregoing 

6 which it proposes to use. A filing shall state its proposed 

7 effective date, and shall indicate the character and extent of 

8 the coverage contemplated. 

9 An insurer shall file or incorporate by reference to 

10 material which has been approved by the commissioner, at the 

11 same time as the filing of the rate, all supplementary rating 

12 and supporting information to be used in support of or in 

13 conjunction with a rate. The information furnished in support 

14 of a filing may include or consist of a reference to any of 

15 the following: 

16 a. The experience or judgment of the insurer or rating 

17 information filed by the advisory organization on behalf of 

18 the insurer as permitted by section 515F.ll. 

19 b. An interpretation of any statistical data the insurer 

20 relies upon. 

21 c. The experiertce of other insurers or rating advisory 

22 organizations. 

23 d. Any other relevant factors. A filing and any 

24 supporting information shall be open to public inspection 

25 after the filing becomes effective. 

26 When a filing is not accompanied by the information upon 

27 which the insurer supports the filing, the commissioner may 

28 require the insurer to furnish the supporting information and 

29 the waiting period commences on the date the information is 

30 furnished. Until the required information is furnished, the 

31 filing shall not be deemed complete·or filed or available for 

32 use by the insurer. If the requested information is not 

33 furnished within a reasonable time period, the filing may be 

34 returned to the insurer as not filed and not available for 

35 use. 
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1 After reviewing an insurer's filing, the commissioner may 

2 require that the insurer's rates be based upon the insurer's 

3 own loss and expense information. If an insurer's loss or 

4 allocated loss adjustment expense information is not 

5 actuarially credible, as determined by the commissioner, the 

6 insurer may supplement its experience with information filed 

7 with the commissioner by an advisory organization. 

8 Insurers using the services of an advisory organization 

9 shall, at the request of the commissioner, provide with a rate 

10 filing, a description of the rationale for that use, including 

11 its own information and method of using the advisory 

12 organization's information. 

13 2. The commissioner shall review filings as soon as 

14 reasonably possible after they have been made in order to 

15 determine whether they meet the requirements of this chapter. 

16 3. Subject to the exception in subsection 4, a filing 

17 shall be on file for a waiting period of fifteen days before 

18 it becomes effective, which period may be extended by the 

19 commissioner for an additional period not to exceed fifteen 

20 days if written notice is given within the waiting period to 

21 the insurer or advisory organization which made the filing 

22 that additional time is needed for the consideration of the 

23 filing. Upon written application by the insurer, the· 

24 commissioner may authorize a filing which has been reviewed to 

25 become effective before the expiration of the waiting period 

26 or an extension of the waiting period. A filing shall be 

27 deemed to meet the requirements of this chapter unless 

28 disapproved by the commissioner within the waiting period or 

29 an extension of the waiting period. 

30 4. Under rules adopted under chapter 17A, the commissioner 

31 may, by written order, suspend or modify the requirement of 

32 filing as to any kind of insurance, or subdivision or 

33 combination of insurance, or as to classes of risks, the rates 

34 for which cannot practicably be filed before they are used. 

35 The commissioner may make an examination as the commissioner 
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1 deems advisable to ascertain whether rates affected by the 

2 order meet the standards set forth in section 515F.4. 

3 5. Upon the written application of the insured stating the 

4 insured's reasons, filed with and approved by the 

5 commissioner, a rate in excess of that provided by a filing 

6 otherwise applicable may be used on a specific risk. 

7 6. An insurer shall not make or issue a contract or policy 

8 except in accordance with the filings which have been approved 

9 and are in effect for the insurer as provided in this chapter. 

10 This subsection does not apply to contracts or policies for 

11 inland marine risks as to which filings are not required. 

12 Sec. 7. NEW SECTION. 515F.6 DISAPPROVAL OF FILINGS. 

13 1. If, within the waiting period or any extension of it as 

14 provided in section 515F.5, subsection 3, the commissioner 

15 finds that a filing does not meet the requirements of this 

16 chapter, written notice of disapproval shall be sent to the 

17 insurer or advisory organization which made the filing, 

18 specifying in what respects the filing fails to meet the 

19 requirements of this chapter and stating that the filing shall 

20 not become effective. If a filing is disapproved by the 

21 commissioner, the insurer or advisory organization, may 

22 request a hearing on the disapproval within thirty days. The 

23 insurer bears the burden of proving compliance with the 

24 standards established by this chapter. 

25 2. If, at any time after a rate has been approved, the 

26 commissioner finds that the rate no longer meets the 

27 requirements of this chapter, the commissioner may order the 

28 discontinuance of use of the rate. The order of 

29 discontinuance may be issued only after a hearing with at 

30 least ten days' prior notice for all insurers affected by the 

31 order. The order must be in writing and state the grounds for 

32 the order. The order shall state when, within a reasonable 

33 period after the order is issued, the order of discontinuance 

34 shall be effective. The order shall not affect a contract or 

35 policy made or issued prior to the expiration of the period 
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1 set forth in the order. 

2 3. An insured which is aggrieved with respect to a filing 

3 which is in effect may make written application to the 

4 commissioner for a hearing on that filing. The application 

5 shall specify the grounds to be relied upon by the applicant. 

6 If the commissioner finds that the application is made in good 

7 faith, that the applicant would be so aggrieved if the 

8 applicant's grounds are established, and that the grounds 

9 otherwise justify holding a hearing, a hearing shall be held 

10 within thirty days after receipt of the application, upon not 

11 less than ten days' written notice to the applicant and to 

12 every insurer and advisory organization which made that 

13 filing. 

14 If, after hearing, the commissioner finds that the filing 

15 does not meet the requirements of this chapter, the 

16 commissioner shall issue an order specifying in what respects 

17 the filing fails to meet the requirements of this chapter, and 

18 stating when, within a reasonable period after the order is 

19 issued, the filing shall no longer be in eff~ct. Copies of 

20 the order shall be sent to the applicant and to every insurer 

21 and advisory organization which made that filing. The order 

22 shall not affect a contract or policy made or issued prior to 

23 the expiration of the period set forth in the order. 

24 Sec. 8. NEW SECTION. 515F.7 INFORMATION TO BE FURNISHED 

25 INSUREDS -- HEARINGS AND APPEALS OF INSUREDS. 

26 An insurer shall, within a reasonable time after receiving 

27 written request and upon payment of reasonable charges set by 

28 the commissioner, furnish to an insured affected by a rate 

29 made by the insurer, or to the authorized representative of 

30 the insured, all pertinent information as to the rate. An 

31 insurer shall provide within this state reasonable means for 

32 the insured aggrieved by the application of its rating system 

33 to be heard, in person or by the insured's authorized 

34 representative, on written request to review the manner in 

35 which the rating system has been applied in connection with 
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1 the insurance afforded the insured. If the insurer fails to 

2 grant or reject a request for hearing and review within thirty 

3 days after it is made, the applicant may proceed in the same 

4 manner as i£ the application had been rejected. The insured 

5 affected by the action of the insurer on a request may, within 

6 thirty days after written notice of the action, appeal to the 

7 commissioner, who, after a hearing held upon not less than ten 

8 days' written notice to the appellant and to the insurer, may 

9 affirm or reverse the action. 

10 Sec. 9. NEW SECTION. 515F.8 LICENSING ADVISORY 

11 ORGANIZATIONS. 

12 1. LICENSE REQUIRED. An advisory organization shall not 

13 provide a service relating to the rates of insurance subject 

14 to this chapter, and an insurer shall not utilize the services 

15 of an advisory organization for such purposes unless the 

16 advisory organization has obtained a license under subsection 

17 3. 

18 2. AVAILABILITY OF SERVICES. An advisory organization 

19 shall not refuse to supply any services for which it is 

20 licensed in this state to an insurer authorized to do business 

21 in this state and offering to pay the fair and usual 

22 compensation for the services. 

23 3. LICENSING. 

24 a. APPLICATION. An advisory organization applying for a 

25 license shall include with its application all of the 

26 following: 

27 (1) A copy of its constitution, charter, articles of 

28 organization, agreement, association, or incorporation, and a 

29 copy of its bylaws, plan of operation, and any other rules or 

30 regulations governing the con9uct of its business. 

31 (2) A list of its members and subscribers. 

32 (3) The name and address of one or more residents of this 

33 state upon whom notices, process affecting it, or orders of 

34 the commissioner may be served. 

35 (4) A statement showing its technical qualifications for 
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1 acting in the capacity for which it seeks a license. 

2 (5) A biography of the ownership and management of the 

3 organization. 

4 {6) Any other relevant information and documents that the 

5 commissioner may require. 

6 b. CHANGE OF CIRCUMSTANCES. An advisory organization 

7 which has applied for a license ·Shall notify the commissioner 

8 of every material change in the facts or in the documents on 

9 which its application was based. An amendment to a document 

10 filed under this section shall be filed at least thirty days 

11 before it becomes effective. 

12 c. GRANTING OF LICENSE. If the commissioner finds that 

13 the applicant and the natural persons through whom it acts are 

14 competent, trustworthy, and technically qualified to provide 

15 the services proposed, and that all requirements of the law 

16 are met, the commissioner shall issue a license specifying the 

17 authorized activity of the applicant. The commissio·ner shall 

18 not issue a license if the proposed activity would tend to 

19 create a monopoly or to substantially lessen the competition 

20 in any market. 

21 d. DURATION. A license issued under this section shall 

22 remain in effect for one year unless the license is suspended 

23 or revoked. The commissioner may, at any time after hearing, 

24 revoke or suspend the license of an advisory organization 

25 which does not comply with the requirements and standards of 

I 
26 this chapter. 

· 27 Sec. 10. NEW SECTION. 515F.9 INSURERS AND ADVISORY 

28 ORGANIZATIONS -- PROHIBITED ACTIVITY. 

29 

30 

31 

32 

1. 

a. 

other 

b. 

An insurer or advisory 

Attempt to monopolize, 

person to monopolize, an 

Engage in a boycott'· on 

33 insurance market. 

organization shall not: 

or combine or conspire 

insurance market. 

a concerted basis, of 

with 

an 

any 

34 2. a. An insurer shall not agree with any other insurer 

35 or with an advisory organization to mandate adherence to or to 
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1 mandate use of a rate, rating plan, rating schedule, rating 

2 rule, policy or bond form, rate classification, rate 

3 territory, underwriting rule, survey, inspection, or similar 

4 material, except as needed to develop statistical plans 

5 permitted by section 515F.ll, subsection 1. The fact that two 

6 or more insurers, whether or not members or subscribers of an 

7 advisory organization, use consistently or intermittently, the 

8 same rates, rating plans, rating schedules, rating rules, 

9 policy or bond forms, rate classifications, rate territories, 

10 underwriting rules, surveys or inspections or similar 

11 materials is not sufficient in itself to support a finding 

12 that an agreement exists. 

13 b. Two or more insurers having a common ownership or 

14 operating in this state under common management or control may 

15 act in concert between or among themselves with respect to any 

16 matters pertaining to those activities authorized in this 

17 chapter as if they constituted a single insurer. 

18 3. An insurer or advisory organization shall not make an 

19 arrangement with any other insurer, advisory organization, or 

20 other person which has the purpose or effect of restraining 

21 trade unreasonably or of substantially lessening competition 

22 in the business of insurance. 

23 Sec. 11. NEW SECTION. 515F.l0 ADVISORY ORGANIZATIONS --

24 PROHIBITED ACTIVITY. 

25 In addition to the other prohibitions contained in this 

26 chapter, except as specifically permitted under section 

27 515F.ll, an advisory organization shall not compile or 

28 distribute recommendations relating to rates that include 

29 profit or expenses, other than loss adjustment expenses. 

30 Sec. 12. NEW SECTION. 515F.ll ADVISORY ORGANIZATIONS 

31 PERMITTED ACTIVITY. 

32 An advisory organization, in addition to other activities 

33 not prohibited, may, on behalf of its members and subscribers, 

34 do any or all of the following: 

35 1. Develop statistical plans including territorial and 
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l class definitions. 

2 2. Collect statistical data from members, subscribers, or 

3 any other source. 

4 3. Prepare and distribute prospective loss costs. 

5 4. Prepare and distribute factors, calculations, or 

6 formulas pertaining to classifications, territories, increased 

7 limits, and other-variables. 

8 5. Prepare and distribute manuals of rating rules and 

9 rating schedules that do not include final rates, expense 

10 provisions, profit provisions, or minimum premiums. 

ll 6. Distribute information that is required or directed to 

12 be. filed with the commissioner. 

l~ 7. Conduct research and on-site inspections in order to 

14 prepare classifications of public fire defenses. 

15 8. Consult with public officials regarding public fire 

16 protection as it would affect members, subscribers, and 

17 others. 

18 9. Conduct research and collect statistics in order to 

19 discover, identify, and classify information relating to 

20 causes or prevention of losses. 

21 10. Prepare policy forms and endorsements and consult with 

22 members, subscribers, and others relative to their use and 

23 application. 

24 11. Conduct research and on-site inspections for the 

25 purpose of providing risk information relating to individual 

26 structures. 

27 12. Collect, compile, and distribute past and current 

28 prices of individual insurers and publish such information. 

29 13. File final rates, at the direction of the 

30 commissioner, for residual market mechanisms. 

31 14. Collect, compile, and distribute historical expense 

32 information. 

33 15. Furnish any other services, as approved or directed by 

34 the commissioner, related to those enumerated in this section. 

35 Sec. 13. NEW SECTION. 515F.l2 ADVISORY ORGANIZATIONS --
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1 FILING REQUIREMENTS. 

2 An advisory organization shall file with the commissioner 

3 for approval all prospective loss costs and all supplementary 

4 rating information and every change or amendment or 

5 modification of any of the foregoing proposed for use 1n this 

6 state. The filings are subject to sections 515F.5 and 515F.6 

7 and other provisions of this chapter relating to filings made 
8 by insurers. 

9 Sec. 14. NEW SECTION. 515F.l3 POOL AND RESIDUAL MARKET 
10 ACTIVITIES. 

11 l. AUTHORIZATION. Notwithstanding section 515F.9, rating 

12 organizations, advisory organizations, and insurers 

13 participating in joint underwriting, joint reinsurance pools, 

14 or residual market mechanisms may in connection with such 

15 activity act in cooperation with each other in the making of 

16 rates, rating systems, policy forms, underwriting rules, 

17 surveys, inspections, and investigations, the furnishing of 

18 loss and expense statistics or other information, or carrying 

19 on research. Joint underwriting, joint reinsurance pools, and 

20 residual market mechanisms shall not be deemed advisory 

21 organizations. 

22 2. REGULATION. 

23 a. Except to the extent modified by this section, 

24 insurers, and joint underwriting, joint reinsurance pool, and 

25 residual market mechanism activities are subject to the other 
26 provisions of this chapter. 

27 b. If, after hearing, the commissioner finds that an 

28 activity or practice of an insurer participating in joint 

29 underwriting or a pool is unfair, is unreasonable, will tend 

30 to lessen competition in a market, or is otherwise 

31 inconsistent with the provisions or purposes of this chapter, 

32 the commissioner may issue a written order and require the 

33 discontinuance of that activity or practice. 

34 c. A pool shall file with the commissioner a copy of its 

35 constitution; its articles of incorporation, agreement, or 

-17-
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1 association; its bylaws, rules, and regulations governing its 

2 activities; its members; the name and address of a resident of 

3 this state upon whom notices or orders of the commissioner or 

4 process may be served; and any changes in amendments or 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

changes in the foregoing. 

d. A residual market mechanism, or plan or agreement to 

implement such a mechanism, and any changes or amendments 

thereto, shall be submitted in writing to the commissioner for 

consideration and approval, together with information as 

reasonably required by the commissioner. The commissioner 

shall only approve agreements found to contemplate both of the 

following: 

(l) The use of rates which meet the standards prescribed 

by this chapter. 

(2) Activities and practices that are not unfair, 

unreasonable, or otherwise inconsistent with this chapter. 

17 At any time after the agreements are in effect, the 

ll8 commissioner may review the practices and activities of the 

19 adherents to the agreements and if: after a hearing, the 

20 commissioner finds that any such practice or activity is 

21 unfair or unreasonable, or is otherwise inconsistent with this 

22 chapter, the commissioner may issue a written order to the 

23 parties and either require the discontinuance of the acts or 

24 revoke approval of the agreement. 

25 

26 

27 

28 

129 
' 30 

31 

32 

33 

Sec. 15. NEW SECTION. 515F.l4 EXAMINATIONS. 

The commissioner may, as often as deemed expedient, make or 

cause to be made an examination of each advisory organization 

referred to in section 515F.8 and of each group, association, 

or other organization referred to in section 515F.l3. The 

reasonable costs of an examination shall be paid by the 

advisory organization or group, association, or other 

organization examined. The officers, manager, agents, and 

employees of the advisory organization, or group, association, 

34 or other organization may be examined at any time under oath 

35 and shall exhibit all books, records, accounts, documents, or 
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1 agreements governing its method of operation. In lieu of an 

2 examination, the commissioner may accept the report of an 

3 examination made by the insurance supervisory official of 

4 another state, pursuant to the laws of that state. 

5 Sec. 16. NEW SECTION. 515F.l5 RATE ADMINISTRATION. 

6 1. RECORDING AND REPORTING OF LOSS AND EXPENSE EXPERIENCE. 

7 The commissioner may adopt reasonable rules for use by 

8 companies to record and report to the commissioner their rates 

9 and other information determined by the commissioner to be 

10 necessary or appropriate for the administration of this 

11 chapter and the effectuation of its purposes. 

12 The commissioner may adopt reasonable rules and statistical 

13 plans, which shall then be used by each insurer in the 

14 recording and reporting of its loss and expense experience, in 

15 order that the experience of all insurers may be made 

16 available at least annually in the form and detail necessary 

17 to aid the commissioner in determining whether rating systems 

18 comply with the standards set forth in section 515F.4. The 

19 commissioner may designate one or more advisory organizations 

20 or other agencies to assist in gathering the experience and 

21 making compilations, and the compilations shall be public 

22 documents. 

23 2. INTERCHANGE OF RATING PLAN DATA. 

24 Reasonable rules and plans may be adopted by the 

25 commissioner for the interchange of data necessary for the 

26 application of rating plans. 

27 3. CONSULTATION WITH OTHER STATES. 

28 In order to further uniform administration of rate 

29 regulatory laws, the commissioner and every insurer and 

30 advisory organization may exchange information and experience 

31 data with insurance supervisory officials, insurers, and 

32 advisory organizations in other states and may consult with 

33 them with respect to the application of rating systems. 

34 4. RULES. 

35 The commissioner may make reasonable rules necessary, 
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1 including definitions of the rate standards contained in 

2 section 515F.4, to effect the purposes of this chapter. 

3 Sec. 17. NEW SECTION. 515F.l6 FALSE OR MISLEADING 

4 INFORMATION. 

5 A person, including an insurer, or advisory organization, 

6 shall not willfully withhold information which will affect the 

7 rates or premiums chargeable under this chapter from, or 

8 knowingly give false or misleading information to, the 

9 commissioner, a statistical agency designated by the 

10 commissioner, an advisory organization, or an insurer. A 

11 violation of this section subjects the one guilty of the 

12 violation to the penalties provided in section 515F.l9. 

13 Sec. 18. NEW SECTION. 515F.l7 ASSIGNED RISKS. 

14 Agreements may be made among insurers with respect to the 

15 equitable apportionment among them of insurance which may be 

16 afforded applicants who are in good faith entitled to, but who 

17 are unable to procure, the insurance through ordinary methods, 

18 and the insurers may agree among themselves on the use of 

19 reasonable rate modifications for such insurance, the 

20 agreements and rate modifications to be subject to the 

21 approval of the commissioner. 

22 Sec. 19. NEW SECTION. 515F.l8 EXEMPTIONS. 

23 The commissioner may, upon the commissioner's own 

24 initiative or upon request of any person, by rule, exempt a 

25 market from any or all of the provisions of this chapter, if 

26 and to the extent that the exemption is necessary to achieve 

27 the purposes of this chapter. 

28 Sec. 20. NEW SECTION. 515F.l9 PENALTIES. 

29 The commissioner may, upon a finding that a person or 

30 organization has violated a provision of this chapter, impose 

31 a civil penalty of not more than ten thousand dollars for each 

32 violation, but if the violation is found to be willful, a 

33 penalty of not more than twenty-five thousand dollars may be 

34 imposed for each violation. The civil penalties may be in 

35 addition to any other penalty provided by law. 
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1 For purposes of this section, an insurer using a rate for 

2 which the insurer has failed to file the rate, supplementary 

3 rate information, underwriting rules or guides, or supporting 

4 information as required by this chapter, has committed a 

5 separate violation for each day the failure continues. 

6 The commissioner may suspend or revoke the license of an 

7 advisory organization or insurer which fails to comply with an 

8 order of the commissioner within the time limit set by the 

9 order, or an extension of the order. 

10 The commissioner may determine when a suspension of license 

11 becomes effective and it shall remain in effect for the period 

12 fixed by the commissioner, unless the commissioner modifies or 

13 rescinds the suspension, or until the order upon which the 

14 suspension is based is modified, rescinded, or reversed. 

15 A penalty shall not be imposed and a license shall not be 

16 suspended or revoked except upon a written order of the 

17 commissioner stating the commissioner's findings, made after 

18 hearing. 

19 Sec. 21. Section 507B.4, subsection 11, Code Supplement 

20 1989, is amended to read as follows: 

21 11. Rating organizations. Any violation of section 

22 5x5A.x6 515F.l6. 

23 Sec. 22. Section 515A.21, Code 1989, is amended to read as 

24 follows: 

25 515A.21 SCOPE OF APPLICATION. 

25 Section 515A.20 and sections 515A.22 through 515A.25 apply 

27 to all form~ of casualty insurance except tho~e-de~eribed-in 

28 ~eetion~-5x5A.xx-and-5x5A•x5 joint underwriting and joint 

29 reinsurance, assigned risks, and those excluded by section 

30 515A.2. 

31 Sec. 23. Section 515A.23, Code 1989, is amended to read as 

32 follows: 

33 515A.23 NONCOMPETITIVE MARKET. 

34 Unless the commissioner has determined a market to be 

35 competitive, the provisions of sections 5x5A•x 515F.l through 

-21-
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1 5i5A.i9 515F.l9 apply. 

2 Sec. 24. Section 515A.24, Code 1989, is amended to read as 

3 follows: 

4 515A.24 FILING OF RATES IN A COMPETITIVE MARKET. 

5 1. Subject to the inland marine exception specified in 

6 section 5i5A.4,-sttbseee±oM-5 515F.5, subsection 1, a 

7 competitive filing shall become effective when filed and shall 

8 be deemed to meet the requirements of section 5i5A.3 515F.4 as 

9 long as the filing remains in effect unless it is disapproved 

10 upon review by the commissioner. 

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

12 the commissioner all rates and supplementary rate information 

13 which are used in this state. The rates and supplementary 

14 rate information shall be filed not later than fifteen days 

15 after the effective date of the rates. 

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

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

18 insurer's financial condition or unfairly discriminatory 

19 rating practices, the insurer shall file with the commissioner 

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

21 all the rates and supplementary rate information and 

22 supporting information as prescribed by the commissioner. 

23 Upon application by the filer, the commissioner may authorize 

24 an earlier effective date. 

25 Sec. 25. Section 515A.25, Code 1989, is amended to read as 

26 follows: 

27 515A.25 DISAPPROVAL OF A RATE FILING IN A COMPETITIVE 

28 MARKET. 

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

30 filing 

31 section 

32 require 

in a competitive market violates the requirements of 

5i5A•3 515F.4 through 515F.5, the commissioner may 

the insurer to file supporting information. If after 

33 reviewing the supporting information the commissioner 

34 continues to believe that the filing violates section 5i5A.3 

35 515F.4 through 515F.5, 490 the commissioner shall notify the 
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1 insurer of the insurer's right to petition for a hearing on 

2 any subsequent order relating to the filing. 

3 2. The commissioner may disapprove prefiled rates that 

4 have not become effective. However, the commissioner shall 

5 notify the insurer whose rates have been disapproved of the 

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

7 within thirty days after the disapproval. 

8 3. If the commissioner disapproves a filing in a 

9 competitive market, the commissioner shall issue an order 

10 specifying the reasons the filing fails to meet the 

11 requirements of section 5l5A.3 515F.4 through 515F.5. For 

12 rates in effect at the time of disapproval, the commissioner 

13 shall inform the insurer within a reasonable period of time 

14 the date when further use of the rates for policies or 

15 contracts of insurance is prohibited. The order shall be 

16 issued within thirty days of disapproval, or within thirty 

17 days of a hearing on the disapproval if a hearing is held. 

18 The order may include a provision for premium adjustment for 

19 the period after the effective date of the order for policies 

20 or contracts in effect on the date of the order. 

21 4. Whenever an insurer has filed no legally effective 

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

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

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

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

26 commissioner may order that a specified portion of the premium 

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

28 When new rates become legally effective, the commissioner 

29 shall order the escrowed funds or any overcharge in the 

30 interim rates to be distributed appropriately. The 

31 commissioner may waive distribution if the commissioner 

32 determines that the amount involved would not warrant such 

33 action. 

34 Sec. 26. Sections 515A.l through 515A.l9, Code 1989, are 
s;4o35 repealed. 
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1 Sec. 27. 

2 The Code editor shall transfer sections 515A.20 through 

3 515A.25 to be a division of new chapter 515F. 

4 EXPLANATION 

5 This bill substitutes revisions recommended by the national 

6 association of insurance commissioners (NAIC) for the current 

7 insurance rate-filing procedures in fire and casualty lines. 

8 The revisions reflect the insurance service organization's 

9 (ISO) change in policy, discontinuing the practice of filing 

10 final rates on behalf of member insurers. The ISO is an 

11 advisory organization through which insurers share statistical 

12 information for ratemaking purposes. This bill requires 

13 individual insurers to file rates for prior approval by the 

14 commissioner and to document the source of those rates. The 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

bill retains 

insurance by 

chapter 87. 

rating organizations for workers' compensation 

transferring the substance of section 515A.6 to 
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HOUSE FILE 2320 
H-5150 

1 Amend House File 2320 as follows: 
2 l. Page 8, line 34, by inserting after the word 
3 "income" the following: "attributable to unearned 
4 premium and loss reserves. Income from other sources 
5 shall not be considered". 

By BRAMMER of Linn 
H-5150 FILED FEBRUARY 14, 1990 
t:l.:.(;~ .::c/J; ({/ ( "~- ) 

HOUSE FILE 2320 
H-5240 

l Amend House File 2320 as follows: 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
L8 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

l. By striking page 1, line 1, through page 5, 
line 6, and inserting the following: 

"Sec. 100. Section 515A.2, Code 1989, is amended 
by striking the section and inserting in lieu thereof 
the following: 

515A.2 DEFINITIONS -- SCOPE OF CHAPTER. 
1. As used in this chapter: 
a. "Insurance" means workers' compensation 

liability insurance. 
b. "Insurer" means an insurer which issues a 

policy of workers' compensation liability insurance. 
c. "Pclicy" means a policy of workers' 

compensation liability insurance. 
d. "Rate" means a rate for workers' compensation 

liability insurance. 
e. "Rating organization" means a workers• 

compensation rating organization licensed pursuant to 
this chapter. 

f. "Rate filing" means a rate filing by a rating 
organization or an insurer. 

2. This chapter applies only to workers' 
compensation liability insurance." 

2. Page 23, line 35, by inserting after the word 
"repealed" the following: "effective July 1, 1992". 

3. Title page, line 4, by inserting after the 
word "rates," the following: "providing a special 
effective date,". 

4. By renumbering as necessary. 

H-5240 FILED FEBRUARY 
(). ci__p-J;_d ~I_:{ 3 (! ~ ~ - ) 

·-+-

By BRAMMER of Linn 
20, 1990 
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HOUSE FILE _di_~ 0 
BY COMMITTEE ON SMALL BUSINESS 

AND COMMERCE 

(SUCCESSOR TO HSB 685) 

(As Amended and Passed by the House February 23, 1990) 

I?·~~ <flsho1'.i555 ~-a 
~ Passed House, Date .1bt/7o4f 1 s-z<~) Passed Senate, Date s,/.::3/ta Ct'~ 1~) 

Vote: Ayes 9 9 Nays o Vote: Ayes 4-3 Nays --=a'------

Approved 

A BILL FOR 

1 An Act relating to fire and casualty insurance, altering the 

2 method of filing rates subject to the approval of the 

3 commissioner of insurance, except for workers' compensation 

4 liability insurance rates, providing a special effective date, 

5 and authorizing civil penalties. 

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

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

House Amendments 

HF 2320 

dw/pk/25 
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1 Section 1. Section 515A.2, Code 1989, is amended by 

2 striking the section and inserting in lieu thereof the 

3 following: 

4 515A.2 DEFINITIONS -- SCOPE OF CHAPTER. 

5 l. As used in this chapter: 

6 a. "Insurance" means workers' compensation liability 

7 insurance. 

8 b. "Insurer" means an insurer which issues a policy of 

9 workers' compensation liability insurance. 

10 c. "Policy" means a policy of workers' compensation 

11 liability insurance. 

12 d. "Rate" means a rate for workers' compensation liability 

13 insurance. 

14 e. "Rating organization" means a workers' compensation 

15 rating organization licensed pursuant to this chapter. 

16 f. "Rate filing" means a rate filing by a rating 

17 organization or an insurer. 

18 2. This chapter applies only to workers' compensation 

19 liability insurance. 

20 Sec. 2. NEW SECTION. 515F.l PURPOSE OF CHAPTER. 

21 1. The purpose of this chapter is to promote the public 

22 welfare by regulating insurance rates so they are not 

23 excessive, inadequate, or unfairly discriminatory, and to 

24 authorize and regulate limited cooperative action among 

25 insurers in ratemaking-related activities and in other matters 

26 within the scope of this chapter. This chapter is not 

27 intended to: 

28 a. Prohibit or discourage reasonable competition. 

29 b. Prohibit or encourage, except to the extent necessary 

30 to accomplish its purpose, uniformity in rating systems, 

31 rating plans, or practices. 

32 2. This chapter shall be liberally interpreted to carry 

33 into effect the provisions of this section. 

34 

35 

Sec. 3. NEW SECTION. 515F.2 DEFINITIONS. 

1. "Advisory organization" means an entity, including its 
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l affiliates or subsidiaries, which either has two or more 

2 member insurers or is controlled either directly or indirectly 

3 by two or more insurers, and which assists insurers in 

4 ratemaking-related activities such as enumerated in sections 

5 515F.l0 and 515F.ll. Two or more insurers having a common 

6 ownership or operating in this state under common management 

7 or control constitute a single insurer for purposes of this 

8 definition. 

9 2. "Commercial risk" means any kind of risk which is not a 

10 personal risk. 

11 3. "Developed losses" means losses (including loss 

12 adjustment expenses) adjusted, using standard actuarial 

13 techniques, to eliminate the effect of differences between 

14 current payment or reserve estimates and those needed to 

15 provide actual ultimate loss (including loss adjustment 

16 expense) payments. 

17 4. "Expenses" means that portion of a rate attributable to 

18 acquisition, field supervision, collection expenses, general 

19 expenses, taxes, licenses, and fees. 

20 5. "Joint underwriting" means a voluntary arrangement 

21 established on an ad hoc basis to provide insurance coverage 

22 for a commercial risk pursuant to which two or more insurers 

23 jointly contract with the insured at a price and under policy 

24 terms agreed upon between the insurers. 

25 6. "Loss trending" means a procedure for projecting 

26 developed losses to the average date of loss for the period 

27 during which the policies are to be effective. 

28 7. "Personal risk" means insurance covering homeowners, 

29 tenants, private passenger nonfleet automobiles, and mobile 

30 homes, and other property and casualty insurance for personal, 

31 family, or household needs. 

32 8. "Pool" means a voluntary arrangement, established on an 

33 ongoing basis, pursuant to which two or more insurers 

34 participate in the sharing of risks on a predetermined basis. 

35 The pool may operate through an association, syndicate, or 
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1 other pooling agreement. 

2 9. "Prospective loss costs" means that portion of a rate 

3 that does not include provisions for expenses (other than loss 

4 adjustment expenses) or profit, and is based on historical 

5 aggregate losses and loss adjustment expenses adjusted through 

6 development to their ultimate value and projected through 

7 trending to a future point in time. 

8 I 10. "Rate" means the cost of insurance per exposure unit 

9 whether expressed as a single number or as a prospective loss 

10 cost with an adjustment to account for the treatment of 

11 expenses, profit, and individual insurer variation in loss 

12 experience, prior to any application of individual risk 

13 variations based on loss or expense considerations, and does 

14 not include minimum premium. 

15 , 11. "Residual market mechanism" means an arrangement, 

16 either voluntary or mandated by law, involving participation 

17 by insurers in the equitable apportionment among them of 

18 insurance which may be offered to applicants who are unable to 

19 obtain insurance through ordinary methods. 

20 . 12. "Supplementary rating information" includes a manual 

21 o~ plan of rates, classification, rating schedule, minimum 

22 premium, policy fee, rating rule, underwriting rule, 

23 statistical plan, and any other similar information needed to 

24 determine the applicable rate in effect or to be in effect. 

25 13. "Supporting information" means the experience and 

26 judgment of the filer and the experience or data of other 

27 insurers or advisory organizations relied upon by the filer, 

28 the interpretation of any other data relied upon by the filer, 

29 descriptions of methods used in making the rates, and any 

30 other information required by the commissioner to be filed. 

31 Sec. 4. NEW SECTION. 515F.3 SCOPE OF CHAPTER. 

32 This chapter applies to all forms of casualty insurance, 

33 including fidelity, surety, and guaranty bonds, including but 

34 not limited to all forms of fire and inland marine insurance, 

35 and to any combination of any of the foregoing, on risks or 
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1 operations located in this state. 

2 This chapter does not apply to: 

3 1. Reinsurance, other than statutorily authorized joint 

4 reinsurance mechanisms to the extent stated in section 

5 515F.l3. 

6 2. Accident and health insurance. 

7 3. Insurance of vessels or craft, their cargoes, marine 

8 builders' risks, marine protection and indemnity, or other 

9 risks commonly insured under marine, excluding inland marine 

10 insurance, as determined by the commissioner. 

11 4. Workers' compensation insurance. 

12 5. Surplus lines insurance. 

13 6. Insurance written by a county mutual assessment 

14 association as provided in chapter 518A. 

15 Sec. 5. NEW SECTION. 515F.4 RATE STANDARDS. 

16 Rates shall be made in accordance with the following: 

17 1. Rates shall not be excessive, inadequate, or unfairly 

18 discriminatory. 

19 2. Due consideration may be given to past and prospective 

20 loss experience within and outside this state; to the 

21 conflagration and catastrophe hazards; to a reasonable margin 

22 for profit and contingencies; to dividends, savings, or 

23 unabsorbed premium deposits allowed or returned by insurers to 

24 their policyholders, members, or subscribers; to past and 

25 prospective expenses both within and outside this state; and 

26 to all other relevant factors within and outside this state; 

27 and in the case of fire insurance rates, consideration shall 

28 be given to the experience of the fire insurance business 

29 during a period of not less than the most recent five-year 

30 period for which experience data is available. 

31 3. Risks may be grouped by classifications for the 

32 establishment of rates and minimum premiums. Classification 

33 rates may be modified to produce rates for individual risks in 

34 accordance with rating plans which establish standards for 

35 measuring variations in hazards or expense provisions, or 
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1 both. Standards may measure any differences among risks that 

2 can be demonstrated to have a probable effect upon losses or 

3 expenses. A risk classification, however, shall not be based 

4 upon race, creed, national origin, or the religion of the 

5 insured. 

6 4. The expense provisions included in the rates to be used 

7 by an insurer shall reflect to the extent possible the 

8 operating methods of the insurer and its anticipated expenses. 

9 5. The rates may contain a provision for contingencies and 

10 an allowance permitting a reasonable profit. In determining 

11 the reasonableness of the profit, consideration shall be given 

12 to investment income attributable to unearned premium and loss 

13 reserves. Income from other sources shall not be considered. 

14 Sec. 6. NEW SECTION. 515F.5 RATE FILINGS. 

15 1. An insurer shall file with the commissioner, except as 

16 to inland marine risks which are not written according to 

17 manual rates or rating plans, every manual, minimum premium, 

18 class rate, rating schedule, rating plan, and every other 

19 rating rule, and every modification of any of the foregoing 

20 which it proposes to use. A filing shall state its proposed 

21 effective date, and shall indicate the character and extent of 

22 the coverage contemplated. 

23 An insurer shall file or incorporate by reference to 

24 material which has been approved by the commissioner, at the 

25 same time as the filing of the rate, all supplementary rating 

26 and supporting information to be used in support of or in 

27 conjunction with a rate. The information furnished in support 

28 of a filing may include or consist of a reference to any of 

29 the following: 

30 a. The experience or judgment of the insurer or rating 

31 information filed by the advisory organization on behalf of 

32 the insurer as pe~mitted by section 515F.ll. 

33 b. An interpretation of any statistical data the insurer 

34 relies upon. 

35 c. The experience of other insurers or rating advisory 
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1 organizations. 

2 d. Any other relevant factors. A filing and any 

3 supporting information shall be open to public inspection 

4 after the filing becomes effective. 

5 When a filing is not accompanied by the information upon 

6 which the insurer supports the filing, the commissioner may 

7 require the insurer to furnish the supporting information and 

8 the waiting period commences on the date the information is 

9 furnished. Until the required information is furnished, the 

10 filing shall not be deemed complete or filed or available for 

11 use by the insurer. If the requested information is not 

12 furnished within a reasonable time period, the filing may be 

13 returned to the insurer as not filed and not available for 

14 use. 

15 After reviewing an insurer's filing, the commissioner may 

16 require that the insurer's rates be based upon the insurer's 

17 own loss and expense information. If an insurer's loss or 

18 allocated loss adjustment expense information is not 

19 actuarially credible, as determined by the commissioner, the 

20 insurer may supplement its experience with information filed 

21 with the commissioner by an advisory organization. 

22 Insurers using the services of an advisory organization 

23 shall, at the request of the commissioner, provide with a rate 

24 filing, a description of the rationale £or that use, including 

25 its own information and method of using the advisory 

26 organization's information. 

27 2. The commissioner shall review filings as soon as 

28 reasonably possible after they have been made in order to 

29 determine whether they meet the ~equirements of this chapter. 

30 3. Subject to the exception in subsection 4, a filing 

31 shall be on file for a waiting period of fifteen days before 

32 it becomes effective, which period may be extended by the 

33 commissioner for an additional period not to exceed fifteen 

34 days if written notice is given within the waiting period to 

35 the insurer or advisory organization which made the filing 
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1 that additional time is needed for the consideration of the 

2 filing. Upon written application by the insurer, the 

3 commissioner may authorize a filing which has been reviewed to 

4 become effective before the expiration of the waiting period 

5 or an extension of the waiting period. A filing shall be 

6 deemed to meet the requirements of this chapter unless 

7 disapproved by the commissioner within the waiting period or 

8 an extension of the waiting period. 

9 4. Under rules adopted under chapter 17A, the commissioner 

10 may, by written order, suspend or modify the requirement of 

ll filing as to any kind of insurance, or subdivision or 

12 combination of insurance, or as to classes of risks, the rates 

13 for which cannot practicably be filed before they are used. 

14 The commissioner may make an examination as the commissioner 

15 deems advisable to ascertain whether rates affected by the 

16 order meet the standards set forth in section 515F.4. 

17 5. Upon the written application of the insured stating the 

18 insured's reasons, filed with and approved by the 

19 commissioner, a rate in excess of that provided by a filing 

20 otherwise applicable may be used on a specific risk. 

21 6. An insurer shall not make or issue a contract or policy 

22 except in accordance with the filings which have been approved 

23 and are in effect for the insurer as provided in this chapter. 

24 This subsection does not apply to contracts or policies for 

25 inland marine risks as to which filings are not required. 

26 Sec. 7. NEW SECTION. 515F.6 DISAPPROVAL OF FILINGS. 

27 1. If, within the waiting period or any extension of it as 

28 provided in section 515F.5, subsection 3, the commissioner 

29 finds that a filing does not meet the requirements of this 

30 chapter, written notice of disapproval shall be sent to the 

31 insurer or advisory organization which made the filing, 

32 specifying in what respects the filing fails to meet the 

33 requirements of this chapter and stating that the filing shall 

34 not become effective. If a filing is disapproved by the 

35 commissioner, the insurer or advisory organization, may 
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1 request a hearing on the disapproval within thirty days. The 

2 insurer bears the burden of proving compliance with the 

3 standards established by this chapter. 

4 2. If, at any time after a rate has been approved, the 

5 commissioner finds that the rate no longer meets the 

6 requirements of this chapter, the commissioner may order the 

7 discontinuance of use of the rate. The order of 

8 discontinuance may be issued only after a hearing with at 

9 least ten days' prior notice for all insurers affected by the 

10 order. The order must be in writing and state the grounds for 

ll the order. The order shall state when, within a reasonable 

12 period after the order is issued, the order of discontinuance 

13 shall be effective. The order shall not affect a contract or 

14 policy made or issued prior to the expiration of the period 

15 set forth in the order. 

16 3. An insured which is aggrieved with respect to a filing 

17 which is in effect may make written application to the 

18 commissioner for a hearing on that filing. The application 

19 shall specify the grounds to be relied upon by the applicant. 

20 If the commissioner finds that the application is made in good 

21 faith, that the applicant would be so aggrieved if the 

22 applicant's grounds are established, and that the grounds 

23 otherwise justify holding a hearing, a hearing shall be held 

24 within thirty days after receipt of the application, upon not 

25 less than ten days' written notice to the applicant and to 

26 every insurer and advisory organization which made that 

27 filing. 

28 If, after hearing, the commissioner finds that the filing 

29 does not meet the requirements of this chapter, the 

30 commissioner shall issue an order specifying in what respects 

31 the filing fails to meet the requirements of this chapter, and 

32 stating when, within a reasonable period after the order is 

33 issued, the filing shall no longer be in effect. Copies of 

34 the order shall be sent to the applicant and to every insurer 

35 and advisory organization which made that filing. The order 
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1 shall not affect a contract or policy made or issued prior to 

2 the expiration of the period set forth in the order. 

3 Sec. 8. NEW SECTION. 515F.7 INFORMATION TO BE FURNISHED 

4 INSUREDS -- HEARINGS AND APPEALS OF INSUREDS. 

5 An insurer shall, within a reasonable time after receiving 

6 written request and upon payment of reasonable charges set by 

7 the commissioner, furnish to an insured affected by a rate 

8 made by the insurer, or to the authorized representative of 

9 the insured, all pertinent information as to the rate. An 

10 insurer shall provide within this state reasonable means for 

11 the insured aggrieved by the application of its rating system 

12 to be heard, in person or by the insured's authorized 

13 representative, on written request to review the manner in 

14 which the rating system has been applied in connection with 

15 the insurance afforded the insured. If the insurer fails to 

16 grant or reject a request for hearing and review within thirty 

17 days after it is made, the applicant may proceed in the same 

18 manner as if the application had been rejected. The insured 

19 affected by the action of the insurer on a request may, within 

20 thirty days after written notice of the action, appeal to the 

21 commissioner, who, after a hearing held upon not less than ten 

22 days' written notice to the appellant and to the insurer, may 

23 affirm or reverse the action. 

24 Sec. 9. NEW SECTION. 515F.8 LICENSING ADVISORY 

25 ORGANIZATIONS. 

26 1. LICENSE REQUIRED. An advisory organization shall not 

27 provide a service relating to the rates of insurance subject 

28 to this chapter, and an insurer shall not utilize the services 

29 of an advisory organization for such purposes unless the 

30 advisory organization has obtained a license under subsection 

31 3. 

32 2. AVAILABILITY OF SERVICES. An advisory organization 

33 shall not refuse to supply any services for which it is 

34 licensed in this state to an insurer authorized to do business 

35 in this state and offering to pay the fair and usual 
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1 compensation for the services. 

2 3. LICENSING. 

3 a. APPLICATION. An advisory organization applying for a 

4 license shall include with its application all of the 

5 following: 

6 (1) A copy of its constitution, charter, articles of 

7 organization, agreement, association, or incorporation, and a 

8 copy of its bylaws, plan of operation, and any other rules or 

9 regulations governing the conduct of its business. 

10 (2) A list of its members and subscribers. 

11 (3) The name and address of one or more residents of this 

12 state upon whom notices, process affecting it, or orders of 

13 the commissioner may be served. 

14 ( 4 ) A statement showing its technical qualifications for 

15 acting in the capacity for which it seeks a license. 

16 ( 5 ) A biography of the ownership and management of the 

17 organization. 

18 (6) Any other relevant information and documents that the 

19 commissioner may require. 

20 b. CHANGE OF CIRCUMSTANCES. An advisory organization 

21 which has applied for a license shall notify the commissioner 

22 of every material change in the facts or in the documents on 

23 which its application was based. An amendment to a document 

24 filed under this section shall be filed at least thirty days 

25 before it becomes effective. 

26 c. GRANTING OF LICENSE. If the commissioner finds that 

27 the applicant and the natural persons through whom it acts are 

28 competent, trustworthy, and technically qualified to provide 

29 the services proposed, and that all requirements of the law 

30 are met, the commissioner shall issue a license specifying the 

31 authorized activity of the applicant. The commissioner shall 

32 not issue a license if the proposed activity would tend to 

33 create a monopoly or to substantially lessen the competition 

34 in any market. 

35 d. DURATION. A license issued under this section shall 
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1 remain in effect for one year unless the license is suspended 

2 or revoked. The commissioner may, at any time after hearing, 

3 revoke or suspend the license of an advisory organization 

4 which does not comply with the requirements and standards of 

5 this chapter. 

6 Sec. 10. NEW SECTION. 515F.9 INSURERS AND ADVISORY 

7 ORGANIZATIONS -- PROHIBITED ACTIVITY. 

8 l. An insurer or advisory organization shall not: 

9 a. Attempt to monopolize, or. combine or conspire with any 

10 other person to monopolize, an insurance market. 

11 b. Engage in a boycott, on a concerted basis, of an 

12 insurance market. 

13 2. a. An insurer shall not agree with any other insurer 

14 or with an advisory organization to mandate adherence to or to 

15 mandate use of a rate, rating plan, rating schedule, rating 

16 rule, policy or bond form, rate classification, rate 

17 territory, underwriting rule, survey, inspection, or similar 

18 material, except as needed to develop statistical plans 

19 permitted by section 515F.ll, subsection l. The fact that two 

20 or more insurers, whether or not members or subscribers of an 

21 advisory organization, use consistently or intermittently, the 

22 same rates, rating plans, rating schedules, rating rules, 

23 policy or bond forms, rate classifications, rate territories, 

24 underwriting rules, surveys or inspections or similar 

25 materials is not sufficient in itself to support a finding 

26 that an agreement exists. 

27 b. Two or more insurers having a common ownership or 

28 operating in this state under common management or control may 

29 act in concert between or among themselves with respect to any 

30 matters pertaining to those activities authorized in this 

31 chapter as if they constituted a single insurer. 

32 3. An insurer or advisory organization shall not make an 

33 arrangement with any other insurer, advisory organization, or 

34 other person which has the purpose or effect of restraining 

35 trade unreasonably or of substantially lessening competition 
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1 in the business of insurance. 

2 Sec. 11. NEW SECTION. 515F.l0 ADVISORY ORGANIZATIONS --

3 PROHIBITED ACTIVITY. 

4 In addition to the other prohibitions contained in this 

5 chapter, except as specifically permitted under section 

6 515F.ll, an advisory organization shall not compile or 

7 distribute recommendations relating to rates that include 

8 profit or expenses, other than loss adjustment expenses. 

9 Sec. 12. NEW SECTION. 515F.ll ADVISORY ORGANIZATIONS 

10 PERMITTED ACTIVITY. 

11 An advisory organization, in addition to other activities 

12 not prohibited, may, on behalf of its members and subscribers, 

13 do any or all of the following: 

14 1. Develop statistical plans including territorial and 

15 class definitions. 

16 2. Collect statistical data from members, subscribers, or 

17 any other source. 

18 3. Prepare and distribute prospective loss costs. 

19 4. Prepare and distribute factors, calculations, or 

20 formulas pertaining to classifications, territories, increased 

21 limits, and other variables. 

22 5. Prepare and distribute manuals of rating rules and 

23 rating schedules that do not include final rates, expense 

24 provisions, profit provisions, or minimum premiums. 

25 6. Distribute information that is required or directed to 

26 be filed with the commissioner. 

27 7. Conduct research and on-site inspections in order to 

28 prepare classifications of public fire defenses. 

29 8. Consult with public offici.als regarding public fire 

30 protection as it would affect members, subscribers, and 

31 others. 

32 9. Conduct research and collect statistics in order to 

33 discover, identify, and classify information relating to 

34 causes or prevention of losses. 

35 10. Prepare policy forms and endorsements and consult with 
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1 members, subscribers, and others relative to their use and 

2 application. 

3 11. Conduct research and on-site inspections for the 

4 purpose of providing risk information relating to individual 

5 structures. 

6 12. Collect, compile, and distribute past and current 

7 prices of individual insurers and publish such information. 

8 13. File final rates, at the direction of the 

9 commissioner, for residual market mechanisms. 

10 14. Collect, compile, and distribute historical expense 

ll information. 

12 15. Furnish any other services, as approved or directed by 

13 the commissioner, related to those enumerated in this section. 

14 Sec. 13. NEW SECTION. 515F.l2 ADVISORY ORGANIZATIONS --

15 FILING REQUIREMENTS. 

16 An advisory organization shall file with the commissioner 

17 for approval all prospective loss costs and all supplementary 

18 rating information and every change or amendment or 

19 modification of any of the foregoing proposed for use in this 

20 state. The filings are subject to sections 5l5F.5 and 515F.6 

21 and other provisions of this chapter relating to filings made 

22 by insurers. 

23 Sec. 14. NEW SECTION. 515F.l3 POOL AND RESIDUAL MARKET 

24 ACTIVITIES. 

25 1. AUTHORIZATION. Notwithstanding section 515F.9, rating. 

26 organizations, advisory organizations, and insurers 

27 participating in joint underwriting, joint reinsurance pool3, 

28 or residual market mechanisms may in connection with such 

29 activity act in cooperation with each other in the making of 

30 rates, rating systems, policy forms, underwriting rules, 

31 surveys, inspections, and investigations, the furnishing of 

32 loss and expense statistics or other information, or carrying 

33 on research. Joint underwriting, joint reinsurance pools, and 

34 residual market mechanisms shall not be deemed advisory 

35 organizations. 
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1 2. REGULATION. 

2 a. Except to the extent modified by this section, 

3 insurers, and joint underwriting, joint reinsurance pool, and 

4 residual market mechanism activities are subject to the other 

5 provisions of this chapter. 

6 b. If, after hearing, the commissioner finds that an 

7 activity or practice of an insurer participating in joint 

8 underwriting or a pool is unfair, is unreasonable, will tend 

9 to lessen competition in a market, or is otherwise 

10 inconsistent with the provisions or purposes of this chapter, 

11 the commissioner may issue a written order and require the 

12 discontinuance of that activity or practice. 

13 c. A pool shall file with the commissioner a copy of its 

14 constitution; its articles of incorporation, agreement, or 

15 association; its bylaws, rules, and regulations governing its• 

16 activities; its members; the name and address of a resident of 

17 this state upon whom notices or orders of the commissioner or 

18 process may be served; and any changes in amendments or 

19 changes in the foregoing. 

20 d. A residual market mechanism, or plan or agreement to 

21 implement such a mechanism, and any changes or amendments 

22 thereto, shall be submitted in writing to the commissioner for 

23 consideration and approval, together with information as 

24 reasonably required by the commissioner. The commissioner 

25 shall only approve agreements found to contemplate both of the 

26 following: 

27 (1) The use of rates which meet the standards prescr~bed 

28 by this chapter. 

29 (2) Activities and practices that are not unfair, 

30 unreasonable, or otherwise inconsistent with this chapter. 

31 At any time after the agreements are in effect, the 

32 commissioner may review the practices and activities of the 

33 adherents to the agreements and if, after a hearing, the 

34 commissioner finds that any such practice or activity is 

35 unfair or unreasonable, or is otherwise inconsistent with this 
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1 chapter, the commissioner may issue a written order to the 

2 parties and either require the discontinuance of the acts or 

3 revoke approval of the agreement. 

4 Sec. 15. NEW SECTION. 515F.14 EXAMINATIONS. 

5 The commissioner may, as often as deemed expedient, make or 

6 cause to be made an examination of each advisory organization 

7 referred to in section 515F.8 and of each group, association, 

8 or other organization referred to in section 515F.l3. The 

9 reasonable costs of an examination shall be paid by the 

10 advisory organization or group, association, or other 

11 organization examined. The officers, manager, agents, and 

12 employees of the advisory organization, or group, association, 

13 or other organization may be examined at any time under oath 

14 and shall exhibit all books, records, accounts, documents, or 

15 agre~ments governing its method of operation. In lieu of an 

16 examination, the commissioner may accept the report of an 

17 examination made by the insurance supervisory official of 

18 another state, pursuant to the laws of that state. 

19 Sec. 16. NEW SECTION. 515F.l5 RATE ADMINISTRATION. 

20 l. RECORDING AND REPORTING OF LOSS AND EXPENSE EXPERIENCE. 

21 The commissioner may adopt reasonable rules for use by 

22 companies to record and report to the commissioner their rates 

23 and other information determined by the commissioner to be 

24 necessary or appropriate for the administration of this 

25 chapter and the effectuation of its purposes. 

26 The commissioner may adopt reasonable rules and statistical 

27 plans, which shall then be used by each insurer in the 

28 recording and reporting of its loss and expense experience, in 

29 order that the experience of all insurers may be made 

30 available at least annually in the form and detail necessary 

31 to aid the commissioner in determining whether rating systems 

32 comply with the standards set forth in section 515F.4. The 

33 commissioner may designate one or more advisory organizations 

34 or other agencies to assist in gathering the experience and 

35 making compilations, and the compilations shall be public 

-15-

I 
.) 



• 

S.F. H.F. 

1 documents. 

2 2. INTERCHANGE OF RATING PLAN DATA. 

3 Reasonable rules and plans may be adopted by the 

4 commissioner for the interchange of data necessary for the 

5 application of rating plans. 

6 3. CONSULTATION WITH OTHER STATES. 

7 In order to further uniform administration of rate 

8 regulatory laws, the commissioner and every insurer and 

9 advisory organization may exchange information and experience 

10 data with insurance supervisory officials, insurers, and 

ll advisory organizations in other states and may consult with 

12 them with respect to the application of rating systems. 

13 4. RULES. 

14 The commissioner may make reasonable rules necessary, 

15 including definitions of the rate standards contained in 

16 section 515F.4, to effect the purposes of this chapter. 

17 Sec. 17. NEW SECTION. 515F.l6 FALSE OR MISLEADING 

18 INFORMATION. 

19 A person, including an insurer, or advisory organization, 

20 shall not willfully withhold information which will affect the 

21 rates or premiums chargeable under this chapter from, or 

22 knowingly give false or misleading information to, the 

23 commissioner, a statistical agency designated by the 

24 commissioner, an advisory organization, or an insurer. A 

25 violation of this section subjects the one guilty of the 

26 violation to the penalties provided in section 515F.l9. 

27 Sec. 18. NEW SECTION. 515F.l7 ASSIGNED RISKS. 

28 Agreements may be made among insurers with respect to the 

29 equitable apportionment among them of insurance which may be 

30 afforded applicants who are in good faith entitled to, but who 

31 are unable to procure, the insurance through ordinary methods, 

32 and the insurers may agree among themselves on the use of 

33 reasonable rate modifications for such insurance, the 

34 agreements and rate modifications to be subject to the 

35 approval of the commissioner. 
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1 Sec. 19. NEW SECTION. 515F.l8 EXEMPTIONS. 

2 The commissioner may, upon the commissioner's own 

3 initiative or upon request of any person, by rule, exempt a 

4 market from any or all of the provisions of this chapter, if 

5 and to the extent that the exemption is necessary to achieve 

6 the purposes of this chapter. 

7 Sec. 20. NEW SECTION. 515F.l9 PENALTIES. 

8 The commissioner may, upon a finding that a person or 

9 organization has violated a provision of this chapter, impose 

10 a civil penalty of not more than ten thousand dollars for each 

11 violation, but if the violation is found to be willful, a 

12 penalty of not more than twenty-five thousand dollars may be 

13 imposed for each violation. The civil penalties may be in 

14 addition to any other penalty provided by law. 

15 For purposes of this section, an insurer using a rate for 

16 which the insurer has failed to file the rate, supplementary 

17 rate information, underwriting rules or guides, or supporting 

18 information as required by this chapter, has committed a 

19 separate violation for each day the failure continues. 

20 The commissioner may suspend or revoke the license of an 

21 advisory organization or insurer which fails to comply with an 

22 order of the commissioner within the time limit set by the 

23 order, or an extension of the order. 

24 The commissioner may determine when a suspension of license 

25 becomes effective and it shall remain in effect for the period 

26 fixed by the commissioner, unless the commissioner modifies or 

27 rescinds the suspension, or until the order upon which the 

28 suspension is based is modified, rescinded, or reversed. 

29 A penalty shall not be imposed and a license shall nat be 

30 suspended or revoked except upon a written order of the 

31 commissioner stating the commissioner's findings, made after 

32 hearing. 

33 Sec. 21. Section 507B.4, subsection 11, Code Supplement 

34 1989, is amended to read as follows: 

35 11. Rating organizations. Any violation of section 
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1 5~5A.~6 515F.l6. 

2 Sec. 22. Section 515A.21, Code 1989, is amended to read as 

3 follows: 

4 515A.21 SCOPE OF APPLICATION. 

5 Section 515A.20 and sections 515A.22 through 515A.25 apply 

6 to all forms of casualty insurance except t~o~e-de~e~~bed-±n 

7 ~eet~on~-5%5A•ii-end-5±5A.±5 joint underwriting and joint 

8 reinsurance, assigned risks, and those excluded by section 

9 515A.2. 

10 Sec. 23. Section 515A.23, Code 1989, is amended to read as 

11 follows: 

12 515A.23 NONCOMPETITIVE MARKET. 

13 Unless the commissioner has determined a market to be 

14 competitive, the provisions of sections 5~5A.~ 515F.l through 

15 5±5A.~9 515F.l9 apply. 

16 Sec. 24. Section 515A.24, Code 1989, is amended to read as 

17 follows: 

18 515A.24 FILING OF RATES IN A COMPETITIVE MARKET. 

19 1. Subject to the inland marine exception specified in 

20 section 5±5A.4,-~tlb~eet±on-5 515F.5, subsection 1, a 

21 competitive filing shall become effective when filed and shall 

22 be deemed to meet the requirements of section 5±5A•3 515F.4 as 

23 long as the filing remains in effect unless it is disapproved 

24 upon review by the commissioner. 

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

26 the commissioner all rates and supplementary rate information 

27 which are used in this state. The rates and supplementary 

28 rate information shall be filed not later than fifteen days 

29 after the effective date of the rates. 

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

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

32 insurer's financial condition or unfairly discriminatory 

33 rating practices, the insurer shall file with the commissioner 

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

35 all the rates and supplementary rate information and 
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1 supporting information as prescribed by the commissioner. 

2 Upon application by the filer, the commissioner may authorize 

3 an earlier effective date. 

4 Sec. 25. Section 515A.25, Code 1989, is amended to read as 

5 follows: 

6 515A.25 DISAPPROVAL OF A RATE FILING IN A COMPETITIVE 

7 MARKET. 

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

9 filing in a competitive market violates the requirements of 

10 section 5i5A•3 515F.4 through 515F.5, the commissioner may 

11 require the insurer to file supporting information. If after 
12 reviewing the supporting information the commissioner 

13 continues to believe that the filing violates section 5t5A.3 

14 515F.4 through 515F.5, 490 the commissioner shall notify the 

15 insurer of the insurer's right to petition for a hearing on 

16 any subsequent order relating to the filing. 

17 2. The commissioner may disapprove prefiled rates that 

18 have not become effective. However, the commissioner shall 

19 notify the insurer whose rates have been disapproved of the 

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

21 within thirty days after the disapproval. 

22 3. If the commissioner disapproves a filing in a 

23 competitive market, the commissioner shall issue an order 

24 specifying the reasons the filing fails to meet the 

25 requirements of section 5i5A.3 515F.4 through 515F.5. For 

26 rates in effect at the time of disapproval, the commissioner 

27 shall inform the insurer within a reasonabl2 period of time 

28 the date when further use of the rates for policies or 

29 contracts of insurance is prohibited. The order shall be 

30 issued within thirty days of disapproval, or within thirty 

31 days of a hearing on the disapproval if a hearing is held. 

32 The order may include a provision for premium adjustment for 

33 the period after the effective date of the order for policies 

34 or contracts in effect on the date of the order. 

35 4. Whenever an insurer has filed no legally effective 
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1 rates as a result of the commissioner's disapproval of a 

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

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

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

5 commissioner may order that a specified portion of the premium 

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

7 When new rates become legally effective, the commissioner 

8 shall order the escrowed funds or any overcharge in the 

9 interim rates to be distributed appropriately. The 

10 commissioner may waive distribution if the commissioner 

11 determines that the amount involved would not warrant such 

12 action. 

13 Sec. 26. Sections SlSA.l through 515A.l9, Code 1989, are 

14 repealed effective July 1, 1992. 

15 Sec. 27. 

16 The Code editor shall transfer sections 515A.20 through 

17 515A.25 to be a division of new chapter 515F. 
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1 Section· 1. NEW SECTION. 515F.l PURPOSE OF CHAPTER. 

2 1. The purpose of this chapter is to promote the public 

3 welfare by regulating insurance rates so they are not 

4 excessive, inadequate, or unfairly discriminatory, and to 

5 authorize and regulate limited cooperative action among 

6 insurers in ratemaking-related activities and in other matters 

7 within the scope of this chapter. This chapter is not 
8 intended to: 

9 a. Prohibit or discourage reasonable competition. 

10 b. Prohibit or encourage, except to the extent necessary 

11 to accomplish its purpose, uniformity in rating systems, 

12 rating plans, or practices. 

13 2. This chapter shall be liberally interpreted to carry 

14 into effect the provisions of this section. 

15 Sec. 2. NEW SECTION. 515F.2 DEFINITIONS. 
16 1. "Advisory organization 11 means an entity, including its 

17 affiliates or subsidiaries, which either has two or more 

18 member insurers or is controlled either directly or indirectly 

19 by two or more insurers, and which assists insurers in 

20 ratemaking-related activities such as enumerated in sections 

21 SlSF.lO and 515F.ll. Two or more insurers having a common 

22 ownership or operating in this state under common management 

23 or control constitute a single insurer for purposes of this 
24 definition. 

25 2. "Commercial risk" means any kind of risk which is not a 
26 personal risk. 

27 3. "Developed losses .. means losses {including loss 

28 adjustment expenses) adjusted, using standard actuarial 

29 techniques, to eliminate the effect of differences between 

30 current payment or reserve estimates and those needed to 

31 provide actual ultimate loss (including loss adjustment 

32 expense) payments. 

33 4. "Expenses" means that portion of a rat~ attributable to 

34 acquisition, field supervision, collection expenses, general 

35 expenses, taxes, licenses, and fees. 
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1 '5. "Joint underwriting" means a voluntary arrangement 

2 established on an ad hoc basis to provide insurance coverage 

3 for a commercial risk pursuant to which two or more insurers 
4 jointly contract with the insured at a price and under policy 

5 terms agreed upon between the insurers. 
6 6. "Loss trending" means a procedure for projecting 

7 developed losses to the average date of loss for the period 
8 during which the policies are to be effective. 

9 7. "Personal risk" means insurance covering homeowners, 

10 tenants, private passenger nonfleet automobiles, and mobile 

11 homes, and other property and casualty insurance for personal, 

12 family, or household needs. 

13 8. "Pool" means a voluntary arrangement, established on an 
14 ongoing basis, pursuant to which two or more insurers 

15 participate in the sharing of risks on a predetermined basis. 

16 The pool may operate through an association, syndicate, or 

17 other pooling agreement. 
18 9. "Prospective loss costs" means that portion of a rate 

19 that does not include provisions for expenses (other than loss 
20 adjustment expenses} or profit, and is based on historical 

21 aggregate losses and loss adjustment expenses adjusted through 
22 development to their ultimate value and projected through 

23 trending to a future point in time. 
24 10. "Rate" means the cost of insurance per exposure unit 

25 whether expressed as a single number or as a prospective loss 
26 cost with an adjustment to account for the treatment of 

27 expenses, profit, and individual insurer variation in loss 
28 experience, prior to any application of individual risk 

29 variations based on loss or expense considerations, and does 
30 not include minimum premium. 

31 11. "Residual market mechanism" means an arrangement, 

32 either voluntary or mandated by law, involving participation 

33 by insurers in the equitable apportionment among them of 

34 insurance which may be offered to applicants who are unable to 

35 obtain insurance through ordinary methods. 
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1 12. "Supplementary rating information" includes a manual 
2 or plan of rates, classification, rating schedule, minimum 

3 premium, policy fee, rating rule, underwriting rule, 
4 statistical plan, and any other similar information needed to 

5 determine the applicable rate in effect or to be in effect. 
6 13. "Supporting information" means the experience and 

7 judgment of the filer and the experience or data of other 
8 insurers or advisory organizations relied upon by the filer, 

9 the interpretation of any other data relied upon by the filer, 

10 descriptions of methods used in making the rates, and any 

11 other information required by the commissioner to be filed. 
12 Sec. 3. NEW SECTION. 515F.3 SCOPE OF CHAPTER. 

13 This chapter applies to all forms of casualty insurance, 
14 including fidelity, surety, and guaranty bonds, including but . 
15 not limited to all forms of fire and inland marine insurance, 

16 and to any combination of any of the foregoing, on risks or 

17 operations located in this state. 

18 This chapter does not apply to: 

19 1. Reinsurance, other than statutorily authorized joint 
20 reinsurance mechanisms to the extent stated in section 
21 515F.l3. 
22 2. Accident and health insurance. 

23 3. Insurance of vessels or craft, their cargoes, marine 
24 builders' risks, marine protection and indemnity, or other 

25 risks commonly insured under marine, excluding inland marine 
26 insurance, as determined by the commissioner. 

27 4. Workers' compensation insurance. 
28 5. Surplus lines insurance. 

29 6. Insurance written by a county mutual assessment 
30 association as provided in chapter 518A. 

31 Sec. 4. NEW SECTION. 51SF.4 RATE STANDARDS. 
32 

33 

Rates shall be made in accordance with the following: 

1. Rates shall not be excessive, inadequate, or unfairly 
34 discriminatory. 

35 2. Due consideration may be given to past and prospective 
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1 loss experience within and outside this state; to the 
2 conflagration and catastrophe hazards; to a reasonable margin 

3 for profit and contingencies; to dividends, savings, or 
4 unabsorbed premium deposits allowed or returned by insurers to 

5 their policyholders, members, or subscribers; to past and 

6 prospective expenses both within and outside this state; and 

7 to all other relevant factors within and outside this state; 

8 and in the case of fire insurance rates, consideration shall 

9 be given to the experience of the fire insurance business 
10 during a period of not less than the most recent five-year 

11 period for which experience data is available. 
12 3. Risks may be grouped by classifications for the 

13 establishment of rates and minimum premiums. Classification 

14 rates may be modified to produce rates for individual risks in 

15 accordance with rating plans which establish standards for 

16 measuring variations in hazards or expense provisions, or 

17 both. Standards may measure any differences among risks that 

18 can be demonstrated to have a probable effect upon losses or 

19 expenses. A risk classification, however, shall not be based 

20 upon race, creed, national origin, or the religion of the 

21 insured. 

22 4. The expense provisions included in the rates to be used 

23 by an insurer shall reflect to the extent possible the 

24 operating methods of the insurer and its anticipated expenses. 

25 5. The rates may contain a provision for contingencies and 
26 an allowance permitting a reasonable profit. In determining. 

27 the reasonableness of the profit, consideration shall be given 

28 to investment income. 

29 Sec. 5. NEW SECTION. 515F.S RATE FILINGS. 

30 1. An insurer shall file with the commissioner, except as 

31 to inland marine risks which are not written according to 

32 manual rates or rating plans, every manual, minimum premium, 

33 class rate, rating schedule, rating plan, and every other 

34 rating rule, and every modification of any of the foregoing 

35 which it proposes to use. A filing shall state its proposed 
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1 effective date, and shall indicate the character and extent of 

2 the coverage contemplated. 

3 An insurer shall file or incorporate by reference to 
4 material which has been approved by the commissioner, at the 

5 same time as the filing of the rate, all supplementary rating 

6 and supporting information to be used in support of or in 

7 conjunction with a rate. The information furnished in support 

8 of a filing may include or consist of a reference to any of 

9 the following: 

10 a. The experience or judgment of the insurer or rating 

11 information filed by the advisory organization on behalf of 

12 the insurer as permitted by section 515F.ll. 

13 b. An interpretation of any statistical data the insurer 

14 relies upon. 

15 c. The experience of other insurers or rating advisory 
16 organizations. 

17 d. Any other relevant factors. A filing and any 
18 supporting information shall be open to public inspection 

19 after the filing becomes effective. 

20 When a filing is not accompanied by the information upon 

21 which the insurer supports the filing, the commissioner may 

22 require the insurer to furnish the supporting information and 

23 the waiting period commences on the date the information is 

24 furnished. Until the required information is furnished, the 

25 filing shall not be deemed complete or filed or available for 
26 use by the insurer. If the requested information is not 

27 furnished within a reasonable time period, the filing may be 

28 returned to the insurer as not filed and not available for 

29 use. 

30 After reviewing an insurer's filing, the commissioner may 

31 require that the insurer's rates be based upon the insurer's 

32 own loss and expense information. If an insurer's loss or 

33 allocated loss adjustment expense information is not 

34 actuarially credible, as determined by the commissioner, the 

35 insurer may supplement its experience with information filed 
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1 with the commissioner by an advisory organization. 

2 Insurers using the services of an advisory organization 

3 shall, at the request of the commissioner, provide with a rate 

4 filing, a description of the rationale for that use, including 

5 its own information and method of using the advisory 

6 organization's information. 

7 2. The commissioner shall review filings as soon as 

8 reasonably possible after they have been made in order to 

9 determine whether they meet the requirements of this chapter. 

10 3. Subject to the exception in subsection 4, a filing 

11 shall be on file for a waiting period of fifteen days before 

12 it becomes effective, which period may be extended by the 

13 commissioner for an additional period not to exceed fifteen 

14 days if written notice is given within the waiting period to 

15 the insurer or advisory organization which made the filing 

16 that additional time is needed for the consideration of the 

17 filing. Upon written application by the insurer, the 
18 commissioner may authorize a filing which has been reviewed to, 

19 become effective before the expiration of the waiting period 

20 or an extension of the waiting period. A filing shall be 

21 deemed to meet the requirements of this chapter unless 
22 disapproved by the commissioner within the waiting period or 

23 an extension of the waiting period. 

24 4. Under rules adopted under chapter l?A, the commissioner 

25 may, by written order, suspend or modify the requirement of 
26 filing as to any kind of insurance, or subdivision or 

27 combination of insurance, or as to classes of risks, the rates 

28 for which cannot practicably be filed before they are used. 

29 The commissioner may make an examination as the commissioner 

30 deems advisable to ascertain whether rates affected by the 

31 order meet the standards set forth in section 515F.4. 

32 5. Upon the written application of the insured stating the 

33 insured's reasons, filed with and approved by the 

34 commissioner, a rate in excess of that provided by a filing 

35 otherwise applicable may be used on a specific risk. 
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1 6. An insurer shall not make or issue a contract or policy 

2 except in accordance with the filings which have been approved 

3 and are in effect for the insurer as provided in this chapter. 

4 This subsection does not apply to contracts or policies for 

5 inland marine risks as to which filings are not required. 

6 Sec. 6. NEW SECTION. 515F.6 DISAPPROVAL OF FILINGS. 

7 1. If, within the waiting period or any extension of it as 
8 provided in section 515F.S, subsection 3, the commissioner 

9 finds that a filing does not meet the requirements of this 

10 chapter, written notice of disapproval shall be sent to the 

11 insurer or advisory organization which made the filing, 

12 specifying in what respects the filing fails to meet the 

13 requirements of this chapter and stating that the filing shall 

14 not become effective. If a filing is disapproved by the 

15 commissioner, the insurer or advisory organization, may 
16 request a hearing on the disapproval within thirty days. The 

17 insurer bears the burden of proving compliance with the 

18 standards established by this chapter. 

19 2. If, at any time after a rate has been approved, the 

20 commissioner finds that the rate no longer meets the 

21 requirements of this chapter, the commissioner may order the 

22 discontinuance of use of the rate. The order of 

23 discontinuance may be issued only after a hearing with at 

24 least ten days' prior notice for all insurers affected by the 

25 order. The order must be in writing and state the grounds for 

26 the order. The order shall state when, within a reasonable 

27 period after the order is issued, the order of discontinuance 

28 shall be effective. The order shall not affect a contract or 

29 policy made or issued prior to the expiration of the period 

30 set forth in the order. 

31 3. An insured which is aggrieved with respect to a filing 

32 which is in effect may make written application to the 

33 commissioner for a hearing on that filing. The application 

34 shall specify the grounds to be relied upon by the applicant. 

35 If the commissioner finds that the application is made in good 
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1 faith, that the applicant would be so aggrieved if the 

2 applicant's grounds are established, and that the grounds 

3 otherwise justify holding a hearing, a hearing shall be held 

4 within thirty days after receipt of the application, upon not 

5 less than ten days' written notice to the applicant and to 
6 every insurer and advisory organization which made that 

7 filing. 
8 If, after hearing, the commissioner finds that the filing 

i 9 does not meet the requirements of this chapter, the 
110 commissioner shall issue an order specifying in what respects 

11 the filing fails to meet the requirements of this chapter, and 

12 stating when, within a reasonable period after the order is 

13 issued, the filing shall no longer be in effect. Copies of 
14 the order shall be sent to the applicant and to every insurer 

15 and advisory organization which made that filing. The order 

16 shall not affect a contract or policy made or issued prior to 

17 the expiration of the period set forth in the order. 

18 Sec. 7. NEW SECTION. 515F.7 INFORMATION TO BE FURNISHED 

19 INSUREDS -- HEARINGS AND APPEALS OF INSUREDS. 

20 An insurer shall, within a reasonable time after receiving 

21 written request and upon payment of reasonable charges set by 
22 the commissioner, furnish to an insured affected by a rate 

23 made by the insurer, or to the authorized representative of 

24 the insured, all pertinent information as to the rate. An 

25 insurer shall provide within this state reasonable means for 

26 the insured aggrieved by the application of its rating system 

27 to be heard, in person or by the insured's authorized 

28 representative, on written request to review the manner in 

29 which the rating system has been applied in connection with 

30 the insurance afforded the insured. If the insurer fails to 

.31 grant or reject a request for hearing and review within thirty 

;32 days after i: is made, the applicant may proceed in the same 

33 manner as if the application had been rejected. The insured 

34 affected by the action of the insurer on a request may, within 

35 thirty days after written notice of the action, appeal to the 
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1 commissioner, who, after a hearing held upon not less than ten 
2 days' written notice to the appellant and to the insurer, may 

3 affirm or reverse the action. 
4 Sec. 8. NEW SECTION. 515F.8 LICENSING ADVISORY 

5 ORGANIZATIONS. 
6 1. LICENSE REQUIRED. An advisory organization shall not 

7 provide a service relating to the rates of insurance subject_ 

8 to this chapter, and an insurer shall not utilize the services 

9 of an advisory organization for such purposes unless the 

10 advisory organization has obtained a license under subsection 

11 3. 
12 2. AVAILABILITY OF SERVICES. An advisory organization 

13 shall not refuse to supply any services for which it is 
14 licensed in this state to an insurer authorized to do business 

15 in this state and offering to pay the fair and usual 

16 compensation for the services. 

17 3. LICENSING. 
18 a. APPLICATION. An advisory organization applying for a 

19 license shall include with its application all of the 
20 following: 

21 (l) A copy of its constitution, charter, articles of 
22 organization, agreement, association, or incorporation, and a 

23 copy of its bylaws, plan of operation, and any other rules or 
24 regulations governing the conduct of its business. 

25 (2) A list of its members and subscribers. 
26 (3) The name and address of one or more residents of this 

27 state upon whom notices, process affecting it, or orders of 
28 the commissioner may be served. 

29 (4) A statement showing its technical qualifications for 

30 acting in the capacity for which it seeks a license. 

31 (5) A biography of the ownership and management of the 

32 organization. 

33 (6) Any other relevant information and documents that the 

34 commissioner may require. 

35 b. CHANGE OF CIRCUMSTANCES. An advisory organization 
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1 which has applied for a license shall notify the commissioner 
2 of every material change in the facts or in the documents on 

3 which its application was based. An amendment to a document 
4 filed under this section shall be filed at least thirty days 

5 before it becomes effective. 
6 c. GRANTING OF LICENSE. If the commissioner finds that 

7 the applicant and the natural persons through whom it acts are 

8 competent, trustworthy, and technically qualified to provide 

9 the services proposed, and that all requirements of the law 
10 are met, the commissioner shall issue a license specifying the 
11 authorized activity of the applicant. The commissioner shall 
12 not issue a license if the proposed activity would tend to 

13 create a monopoly or to substantially lessen the competition 
14 in any market. 

15 d. DURATION. A license issued under this section shall 

16 remain in effect for one year unless the license is suspended 

17 or revoked. The commissioner may, at any time after hearing, 
18 revoke or susp~nd the license of an advisory organization 

19 which does not comply with the requirements and standards of 
20 this chapter. 

21 Sec. 9. NEW SECTION. 515F.9 INSURERS AND ADVISORY 
22 ORGANIZATIONS -- PROHIBITED ACTIVITY. 

23 1. An insurer or advisory organization shall not: 

24 a. Attempt to monopolize, or combine or conspire with any 

25 other person to monopolize, an insurance market. 
26 b. Engage in a boycott, on a concerted basis, of an 

27 insurance market. 

28 2. a. An insurer shall not agree with any other insurer 

29 or with an advisory organization to mandate adherence to or to 
30 mandate use of a rate, rating plan, rating schedule, rating 

31 rule, policy or bond form, rate classification, rate 

32 territory, underwriting rule, survey, inspection, or similar 

33 material, except as needed to develop statistical plans 
34 permitted by section 515F.ll, subsection 1. The fact that two 

35 or more insurers, whether or not members or subscribers of an 
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1 advisory organization, use consistently or intermittently, the 
2 same rates, rating plans, rating schedules, rating rules, 

3 policy or bond forms, rate classifications, rate territories, 

4 underwriting rules, surveys or inspections or similar 

5 materials is not sufficient in itself to support a finding 

6 that an agreement exists. 

7 b. Two or more insurers having a common ownership or 

8 operating in this state under common management or control may 

9 act in concert between or among themselves with respect to any 
10 matters pertaining to those activities authorized in this 

11 chapter as if they constituted a single insurer. 
12 3. An insurer or advisory organization shall not make an 

13 arrangement with any other insurer, advisory organization, or 

14 other person which has the purpose or effect of restraining 

15 trade unreasonably or of substantially lessening competition 

16 in the business of insurance. 

17 Sec. 10. NEW SECTION. 515F.l0 ADVISORY ORGANIZATIONS --

18 PROHIBITED ACTIVITY. 

19 In addition to the other prohibitions contained in this 

20 chapter, except as specifically permitted under section 

21 SlSF.ll, an advisory organization shall not compile or 

22 distribute recommendations relating to rates that include 

23 profit or expenses, other than loss adjustment expenses. 

24 Sec. 11. NEW SECTION. SlSF.ll ADVISORY ORGANIZATIONS 

25 PERMITTED ACTIVITY. 
26 An advisory organization, in addition to other activities 

27 not prohibited, may, on behalf of its members and subscribers, 

28 do any or all of the following: 

29 1. Develop statistical plans including territorial and 

30 class definitions. 

31 2. Collect statistical data from members, subscribers, or 

32 any other source. 

33 3. Prepare and distribute prospective loss costs. 
34 4. Prepare and distribute factors, calculations, or 

35 formulas pertaining to classifications, territories, increased 
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1 limits, and other variables. 
2 5. Prepare and distribute manuals of rating rules and 

3 rating schedules that do not include final rates, expense 

4 provisions, profit provisions, or minimum premiums. 

5 6. Distribute information that is required or directed to 

6 be filed with the commissioner. 

7 7. Conduct research and on-site inspections in order to 
8 prepare classifications of public fire defenses. 

9 8. Consult with public officials regarding public fire 

10 protection as it would affect members, subscribers, and 

11 others. 
12 9. Conduct research and collect statistics in order to 

13 discover, identify, and classify information relating to 

14 causes or prevention of losses. 

15 10. Prepare policy forms and endorsements and consult with 
16 members, subscribers, and others relative to their use and 

17 application. 
18 11. Conduct research and on-site inspections for the 

19 purpose of providing risk information relating to individual 

20 structures. 

21 12. Collect, compile., and distribute past and current 
22 prices of individual insurers and publish such information. 

23 13. File final rates, at the direction of the 
24 commissioner, for residual market mechanisms. 

25 14. Collect, compile, and distribute historical expense 

26 information. 

27 15. Furnish any other services, as approved or directed by 

28 the commissioner, related to those enumerated in this section. 

29 Sec. 12. NEW SECTION. 515F.l2 ADVISORY ORGANIZATIONS --
30 FILING REQUIREMENTS. 

31 An advisory organization shall file with the commissioner 

32 for approval all prospective loss costs and all supplementary 

:33 rating information and every change or amendment or 

34 modification of any of the foregoing proposed for use in this 

35 state. The filings are subject to sections SlSF.S and 515F.6 
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1 and other provisions of this chapter relating to filings made 

2 by insurers. 

3 Sec. 13. NEW SECTION. 515F.l3 POOL AND RESIDUAL MARKET 
4 ACTIVITIES. 

5 1. AUTHORIZATION. Notwithstanding section 515F.9, rating 
6 organizations, advisory organizations, and insurers 

7 participating in joint underwriting, joint reinsurance pools, 
8 or residual market mechanisms may in connection with such 

9 activity act in cooperation with each other in the making of 
10 rates, rating systems, policy forms, underwriting rules, 

11 surveys, inspections, and investigations, the furnishing of 
12 loss and expense statistics or other information, or carrying 

13 on research. Joint underwriting, joint reinsurance pools, and 
14 residual market mechanisms shall not be deemed advisory 

15 organizations. 
16 2. REGULATION. 

17 a. Except to the extent modified by this section, 

18 insurers, and joint underwriting, joint reinsurance pool, and 

19 residual market mechanism activities are subject to the other 
20 provisions of this chapter. 

21 b. If, after hearing, the commissioner finds that an 
22 activity or practice of an insurer participating in joint 

23 underwriting or a pool is unfair, is unreasonable, will tend 
24 to lessen competition in a market, or is otherwise 

25 inconsistent with the provisions or purposes of this chapter, 

26 the commissioner may issue a written order and require the 

27 discontinuance of that activity or practice. 

28 c. A pool shall file with the commissioner a copy of its 

29 constitution; its articles of incorporation, agreement, or 
30 association; its bylaws, rules, and regulations governing its 

31 activities; its members; the name and address of a resident of 

32 this state upon whom notices or orders of the commissioner or 

33 process may be served; and any changes in amendments or 
34 changes in the foregoing. 

35 d. A·residual market mechanism, or plan or agreement to 
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1 implement such a mechanism, and any changes or amendments 
2 thereto, shall be submitted in writing to the commissioner for 

3 consideration and approval, together with information as 
4 reasonably required by the commissioner. The commissioner 

5 shall only approve agreements found to contemplate both of the 

6 following: 

7 (1} The use of rates which meet the standards prescribed 
8 by this chapter. 
9 (2) Activities and practices that are not unfair, 

10 unreasonable, or otherwise inconsistent with this chapter. 

11 At any time after the agreements are in effect, the 
12 commissioner may review the practices and activities of the 

13 adherents to the agreements and if, after a hearing, the 

14 commissioner finds that any such practice or activity is 

15 unfair or unreasonable, or is otherwise inconsistent with this 
16 chapter, the commissioner may issue a written order to the 

17 parties and either require the discontinuance of the acts or 
18 revoke approval of the agreement. 

19 Sec. 14. NEW SECTION. 515F.l4 EXAMINATIONS. 
20 The commissioner may, as often as deemed expedient, make or 

21 cause to be made an examination of each advisory organization 
22 referred to in section 515F.8 and of each group, association, 

23 or other organization referred to in section 515F.l3. The 
24 reasonable costs of an examination shall be paid by the 

25 advisory organization or group, association, or other 
26 organization examined. The officers, manager, agents, and 

27 employees of the advisory organization, or group, association, 

28 or other organization may be examined at any time under oath 

29 and shall exhibit all books, records, accounts, documents, or 

30 agreements governing its method of operation. In lieu of an 

31 examination, the commissioner may accept the report of an 

32 examination made by the insurance supervisory official of 

33 another state, pursuant to the laws of that state. 
34 Sec. 15. NEW SECTION. 515F.15 RATE ADMINISTRATION. 

35 1. RECORDING AND REPORTING OF LOSS AND EXPENSE EXPERIENCE. 
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1 The commissioner may adopt reasonable rules for use by 
2 companies to record and report to the commissioner their rates 

3 and other information determined by the commissioner to be 

4 necessary or appropriate for the administration of this 

5 chapter and the effectuation of its purposes. 
6 The commissioner may adopt reasonable rules and statistical 

7 plans, which shall then be used by each insurer in the 
8 recording and reporting of its loss and expense experience, in 

9 order that the experience of all insurers may be made 
10 available at least annually in the form and detail necessary 

11 to aid the commissioner in determining whether rating systems 
12 comply with the standards set forth in section 515F.4. The 

13 commissioner may designate one or more advisory organizations 
14 or other agencies to assist in gathering the experience and 

15 making compilations, and the compilations shall be public 
16 documents. 

17 2. INTERCHANGE OF RATING PLAN DATA. 
18 Reasonable rules and plans may be adopted by the 

19 commissioner for the interchange of data necessary for the 

20 application of rating plans. 

21 3. CONSULTATION WITH OTHER STATES. 
22 In order to further uniform administration of rate 

23 regulatory laws, the commissioner and every insurer and 
24 advisory organization may exchange information and experience 

25 data with insurance supervisory officials, insurers, and 
26 advisory organizations in other states and may consult with 

27 them with respect to the application of rating systems. 
28 4. RULES. 

29 The commissioner may make reasonable rules necessary, 

30 including definitions of the rate standards contained in 

31 section 515F.4, to effect the purposes of this chapter. 

32 Sec. 16. NEW SECTION. 515F.16 FALSE OR MISLEADING 

33 INFORMATION. 

34 A person, including an insurer, or advisory organization, 

35 shall not willfully withhold information which will affect the 
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rates or premiums chargeable under this chapter from, or 
knowingly give false or misleading information to, the 

commissioner, a statistical agency designated by the 
commissioner, an advisory organization, or an insurer. A 

violation of this section subjects the one guilty of the 
violation to the penalties provided in section 515F.l9. 

Sec. 17. NEW SECTION. 515F.l7 ASSIGNED RISKS. 
Agreements may be made among insurers with respect to the 

equitable apportionment among them of insurance which may be 
afforded applicants who are in good faith entitled to, but who 

are unable to procure, the insurance through ordinary methods, 
and the insurers may agree among themselves on the use of 

reasonable rate modifications for such insurance, the 
agreements and rate modifications to be subject to the 

approval of the commissioner. 
Sec. 18. NEW SECTION. 51SF.18 EXEMPTIONS. 

17 The commissioner may, upon the commissioner's own 
18 initiative or upon request of any person, by rule, exempt a 

19 market from any or all of the provisions of this chapter, if 
20 and to the extent that the exemption is necessary to achieve 

21 the purposes of this chapter. 
22 Sec. 19. NEW SECTION. 51SF.l9 PENALTIES. 

23 The commissioner may, upon a finding that a person or 

24 organization has violated a provision of this chapter, impose 

25 a civil penalty of not more than ten thousand dollars for each 
26 violation, but if the violation is found to be willful, a 

27 penalty of not more than twenty-five thousand dollars may be 
28 imposed for each violation. The civil penalties may be in 

29 addition to any other penalty provided by law. 
30 For purposes of this section, an insurer using a rate for 

31 which the insurer has failed to file the rate, supplementary 

32 rate information, underwriting rules or guides, or supporting 

33 information as required by this chapter, has committed a 
34 separate violation for each day the failure continues. 

35 The commissioner may suspend or revoke the license of an 
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1 advisory organization or insurer which fails to comply with an 

2 order of the commissioner within the time limit set by the 

3 order, or an extension of the order. 

4 The commissioner may determine when a suspension of license 

5 becomes effective and it shall remain in effect for the period 

6 fixed by the commissioner, unless the commissioner modifies or 

7 rescinds the suspension, or until the order upon which the 

8 suspension is based is modified, rescinded, or reversed. 

9 A penalty shall not be imposed and a license shall not be 

10 suspended or revoked except upon a written order of the 

11 commissioner stating the commissioner's findings, made after 

12 hearing. 

13 Sec. 20. Section 507B.4, subsection 11, Code Supplement 

14 1989, is amended to read as follows: 

15 11. Rating organizations. Any violation of section 

16 5i5A.i6 515F.l6. 

17 Sec. 21. Section 515A.21, Code 1989, is amended to read as 

18 follows: 

19 515A.21 SCOPE OF APPLICATION. 

20 Section 515A.20 and sections 515A.22 through 515A.25 apply 

21 to all forms of casualty insurance except ~nose-aese~±bed-±ft 

22 ~ee~±oft~-5i5A•ii-aftd-5%5A•%5 joint underwriting and joint 

23 reinsurance, assigned risks, and those excluded by section 

24 515A.2. 

25 Sec. 22. Section 515A.23, Code 1989, is amended to read as 

26 follows: 

27 515A.23 NONCOMPETITIVE MARKET. 

28 Unless the commissioner has determined a market to be 

29 competitive, the provisions of sections 5%5A•i SlSF.l through 

30 5%5A.%9 515F.l9 apply. 

31 Sec. 23. Section 515A.24, Code 1989, is amended to read as 

32 follows: 

33 515A.24 FILING OF RATES IN A COMPETITIVE MARKET. 

34 1. Subject to the inland marine exception specified in 

35 section 5%5A•4;-~~b~ee~±oft-5 515F.S, subsection 1, a 
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1 competitive filing shall become effective when filed and shall 

2 be deemed to meet the requirements of section 5i5A•3 515F.4 as 

3 long as the filing remains in effect unless it is disapproved 
4 upon review by the commissioner. 
5 2. In a competitive market, every insurer shall file with 
6 the commissioner all rates and supplementary rate information 

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

9 after the effective date of the rates. 

1 
10 3. In a competitive market, if the commissioner finds that 

ill an insurer's rates require closer supervision because of the 
12 insurer's financial condition or unfairly discriminatory 

13 rating practices, the insurer shall file with the commissioner 
!14 at least thirty days prior to the effective date of the rates 

15 all the rates and supplementary rate information and 

I 16 supporting information as prescribed by the commissioner. 

17 Upon application by the filer, the commissioner may authorize 

18 an earlier effective date. 

19 Sec. 24. Section 515A.25, Code 1989, is amended to read as 
20 follows: 

21 515A.25 DISAPPROVAL OF A RATE FILING IN A COMPETITIVE 
22 MARKET. 

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

25 section 5%5A•3 515F.4 through SlSF.S, the commissioner may 

26 require the insurer to file supporting information. If after 

27 reviewing the supporting information the commissioner 
28 continues to believe that the filing violates section 5%5A•3 

29 515F.4 through SlSF.S, 490 the commissioner shall notify the 
30 insurer of the insurer's right to petition for a hearing on 

31 any subsequent order relating to the filing. 

32 2. The commissioner may disapprove prefiled rates that 

33 have not become effective. However, the commissioner shall 

34 notify the insurer whose rates have been disapproved of the 

35 insurer's right to petition for a hearing on the disapproval 
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1 within thirty days after the disapproval. 
2 3. If the commissioner disapproves a filing in a 
3 competitive market, the commissioner shall issue an order 
4 specifying the reasons the filing fails to meet the 

5 requirements of section 5i5A~3 515F.4 through 515F.5. For 
6 rates in effect at the time of disapproval, the commissioner 

7 shall inform the insurer within a reasonable period of time 
8 the date when further use of the rates for policies or 

9 contracts of insurance is prohibited. The order shall be 
10 issued within thirty days of disapproval, or within thirty 

11 days of a hearing on the disapproval if a hearing is held. 
12 The order may include a provision for premium adjustment for 

13 the period after the effective date of the order for policies 
14 or contracts in effect on the date of the order. 

15 4. Whenever an insurer has filed no legally effective 

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

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

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

19 are sufficient to protect the interest of all parties and the 
20 commissioner may order that a specified portion of the premium 

21 be placed in an escrow account approved by the commissioner. 
22 When new rates become legally effective, the commissioner 

23 shall order the escrowed funds or any overcharge in the 

24 interim rates to be distributed appropriately. The 

25 commissioner may waive distribution if the commissioner 
26 determines that the amount involved would not warrant such 

27 action. 

28 Sec. 25. Sections 515A.l through 51SA.l9, Code 1989, are 
29 repealed. 
30 Sec. 26. 

31 The Code editor shall transfer sections 515A.20 through 

32 515A.25 to be a division of new chapter 515F. 

33 EXPLANATION 

34 This bill substitutes revisions recommended by the national 

35 association of insurance commissioners (NAIC) for the current 
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1 insurance rate-filing procedures in fire and casualty lines. 
2 The revisions reflect the insurance service organization's 

3 (ISO) change in policy, discontinuing the practice of filing 

4 final rates on behalf of member insurers. The ISO is an 

5 advisory organization through which insurers share statistical 
6 information for ratemaking purposes. This bill requires 

7 individual insurers to file rates for prior approval by the 
8 commissioner and to document the source of those rates. 

9 

10 

BACKGROUND STATEMENT 
SUBMITTED BY THE AGENCY 

11 This revision implements model language adopted by the 
12 national association of insurance commissioners (NAIC). It is 

13 necessary to reflect the fact that the insurance service 
14 office (ISO) no longer files rates on behalf of member 

15 insurers. ISO compiles pure loss and loss adjustment expense 
16 data and provides it to member insurers who must then load 

17 their own expenses into thE data and file their own rates. 
18 The chapter as it is currently written is outdated now that 

,19 ISO no longer performs the rate-filing function. Since the 

20 effect is nationwide, this model language was promulgated by 

21 the NAIC. It will allow the Iowa law to properly reflect the 
22 current state of the casualty insurance industry. 
23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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SENATE AMENDMENT TO HOUSE FH,E 2320 
H-sas2 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

.... · Amend House File 2320, as amended, passed, and 
reprinted by the House, as follows: 

1. Page 1, by inserting before line 1, the 
following: 

"Sec. 102. Section 296.7, Code Supplement 1989, is 
amended by striking the section and inserting in lieu 
thereof the following: 

296.7 INDEBTEDNESS FOR INSURANCE AUTHORIZED-- TAX 
LEVY. 

1. A school district or merged area school 
corporation may contract indebtedness and issue 
general obligation bonds or enter into insurance 
agreements obligating the school district or 
corporation to make payments beyond its current budget 
year for one or more of the following mechanisms to 
protect the school district or corporation from tort 
liability, loss of property, environmental hazards, or 
any other risk associated with the operation of the 
school district or corporation: 

a. To procure or provide for a policy of 
insurance. 

b. To provide a self-insurance program. 
c. To establish and maintain a local government 

risk pool. 
25 However, this subsection does not apply to an 
26 ins~rance program described in subsection 3. 
27 2. For purposes of subsection 1, an employee 
28 benefit plan which includes a specific or aggresate 
29 excess loss cov~rage or a program th6t self-insures 
30 only a per-employee (:r per-family deduct~ble for each 
31 year and which :..:<1ns::ers the risk remaining beyond 
32 tt1~s dedtlctible is not a self-insurar~ce proc;ram. but 
3 3 i s i P ~; tea d a r: i n s u ran c e p r c g ..-am . t\ s u s e c i_ ; 1 t h i s 

sect1on, ail "employee be:~efit plan'' inclt!des, !Jut is 
not limited to benefits fer hospital and surgical, 
medicai expense, major ~edical, dental, prescription 
drug, disability, or ~ife insurance costs or benefits. 

)/; 

35 
36 
37 
38 

I 39 
1 40 
1 41 

"4 2 

J. A school district, providing an insurance 
program as described i~ subsection 2, shall not 
contract indebtedness and issue general obligation 
bonds or enter intc. Insurance agreements obligating 
the school district or corporation to make payments 

43 beyond its current budget year for that employee 
44 benPf~t plan. A school district may, however, apply 

to the schr,ol budget review committee for r.,:~J ief if 
necess i ~::ned by t: he expenses in the schoo::.. district's 
i n s l! r an c e pro y r am as des c r i bed i n subs e c t · :) ;, 7 . 

45 
46 
47 
48 
49 
50 

4. Taxes may be levied in excess of a··y limitation 
imposed by statute fer payment of one(~::- _,,o:.e of the 
following authorized by subsection l: 
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1 
2 

a. Principal, premium, or interest on bonds. 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 

b. Premium on an insurance policy, inciuding a 
stop loss or reinsurance policy, except as limited by 
subsection 3. 

c. Costs of a self-insurance program. 
d. Costs of a local government risk pool. 
e. Amounts payable under an insurance agreement. 
However, for a school district, a tax levied under 

this section shall be included in the district 
management levy under section 298.4. 

5. A self-insurance program or local government 
risk pool authorized by subsection 1 is not insurance 
and is not subject to regulation under chapters 505 
through 523C. However, those self-insurance plans 

15 regulated pursuant to section 509A.l4 shall remain 
16 subject to the requirements of section 509A.l4 and 
17 rules adopted pursuant to that section. 
18 6. Notwithstanding the other provisions of this 
19 section or any other statute, the tax levy authorized 
20 by this section shall not be used to pay the costs of 
21 employee benefits, including, but not limited to costs 
22 for hospital and surgical, medical expense, major 
23 medical, dental, prescription drug, disability, or 
24 life insurance benefits. 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

7. If the board by resolution restricts the use of 
money in a fund as a reserve for uninsured liabiJity 
or a self-insurance program, the use shall be 
restricted and unavailable for any other purpose until 
the board removes the restriction. The removal is not 
effective until all obligations of the restricted fund 
have been satisfied, or the next fiscal year, 
whichever occurs later. 

Sec. 103. Section 505.8, subsection 2, Coue 1989, 
is amended to read as follows: 

2. The commissioner shall, subject to ~"e 
pro~±s±ons-o~ chapter 17A, establish, publish, and 
enforce rules not inconsistent with ~he law for the 
enforcement of ~he-prev±s±ens-o~ this title and for 
the enforcement of the laws, the administration and 
supervision of which are imposed on the division, 
including rules to establish fees sufficient to -
administer the laws, where appropriate fees are not 
otherwise prQyi~~iLfor_in rule or statute, and as 
necessary to obtain from persons authorized to do 
business in the state or regulated by the division 
that data required pursuant to section 145.3 by the 
state health data commission. 

Sec. 104. Section 507.14, Code 1989, is amended by 
striking the section and inserting in lieu thereof the 
following: 
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1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

507.14 CONFIDENTIAL DOCUMENTS --EXCEPTIONS. 
~~ A report, preliminary or final, of an examination 
of a domestic or foreign insurer, and all notes, work 
papers, or other documents related to an examination 
of an insurer are not public records under chapter 22 
except when sought by the insurer to whom they relate 
or an insurance regulator of another state, and shall 
be privileged and confidential in any judicial or 
administrative proceeding except any of the following: 

1. An action commenced by the commissioner under 
chapter 507C. 

2. An administrative proceeding brought by the 
insurance division under chapter l7A. 

3. A judicial review proceeding under chapter l7A 
brought by an insurer to whom the records relate. 

4. An action or proceeding which arises out of the 
criminal provisions of the laws of this state or the 
United States. 

5. An action brought in a shareholders' derivative 
suit against an insurer. 

6. An action brought to recover moneys or to 
recover upon an indemnity bond for embezzlement, 
misappropriation, or misuse of insurer funds. 

Se~. 106. Section 507C.6, subsection 1, paragraph 
b, Code 1989, is amended to read as follows: 

b. To make available to the commissioner any 
books, accounts, documents~ or other records, er 
information, or property of or pertaining to the 
insurer and-in the eemm±~~±enerL~ person's possession, 
custody, or control. 

Sec.-107. Section 508.5, Code 1989, is amended to 
32 read as follows: 
33 508.5 CAPITAL AND SURPLUS REQUIRED. 
34 A stock life insurance company shall not be 
35 authorized to transact business under the-pre~i~±en~ 
36 ef this chapter with less than one two million five 
37 hundred thousand dollars capital stock fully paid for 
38 in -cash and ene two million five hundred thousand 
39 dollars of surplus-paid in ±n cash or invested as 
40 provided by law. A stock life insurance compan_y_ shall 
41 not increase its capital stock unless the amount of 
42 the increase is fu~ly paid in cash. The stock shall 
43 be divided into shares of not less than one dollar par 
44 value each. 
45 Sec. 108. Section 508.9, Code 1989, is amended to 
46 read as follows: 
47 508.9 MUTUAL COMPANIES -- CONDITIONS. 
48 Level premium and natural premium life insurance 
49 companies organized under the laws of this state upon 
50 the mutual plan shall, before 1ssuing policies, have 
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1 actual applications on at least two hundred and fifty 
2 live~,for an average amount of one thousand dollars 
3 each. A list of the applications giving the name, 
4 age, residence, amount of insurance, and annual 
5 premium of each applicant shall be filed with the 
6 commissioner of insurance, and a deposit made with the 
7 commissioner of an amount equal to three-fifths of the 
8 whole annual premium on the applications, in cash or 
9 the securities required by section 508.5. In 

10 addition, a deposit of cash or securities of the 
11 character provided by law for the investment of funds 
12 for life insurance companies in the sum of two five 
13 million dollars shall be made with the commissioner, 
14 which shall constitute a guaranty fund for the 
15 protection of policyholders. fM-no-event-~haii-the 
16 The contribution to the guaranty fbnd shall not give 
1? to-contributors to the fund or to other persons any 
18 voting or other power in the management of the affairs 
19 of the company. The guaranty fund may be repaid to 
20 the contributors thef'eto to the ~~.£_antee fund with 
21 interest at six percent from the date of contribution, 
22 at any time, in whole or in part, pf'~~td~d if the 
23 repayment does not reduce the surplus of thecompany 
24 below the amount of two million dollars and then only 
25 ~~ovided if consent in writing for the repayment is 
26 obtained from the commissioner of insurance. Upon 
27 compliance with the-p~ovi~ion~-of this section, the 
28 commissioner shall issue to the mutual company the 
29 certificate prescribed in this chapter. 
30 Sec. 109. Section 5088.1, subsection 4, paragraph 
31 a, Code 1989, is amended to read as follows: 
3 2 a. "Plan of conve rs iorr" or "conversion plan" means 
33 a plan authorized by section 5088.3 and, in the case 
34 of plans authorized by section 5088.3, subsections 1 
35 and 3, includes a procedure by which the mutual 
36 company's participating policies and contracts in 
37 force on the effective date of the conversion plan are 
38 operated by the reorganized company as a closed block 
39 of participating business for the exclusive benefit of 
40 the policies and contracts included, for dividend 
41 purposes only,; to which are allocated assets of the 
42 mutual company-in an amount which together with 
43 anticipated revenue from the business is reasonably 
44 expected to be sufficient to·support the business,l 
45 and which includes, but is not limited to, provisions 
46 for payment of claims and reasonable expenses, and 
47 provisions for continuation of current payable 
48 dividend 6cales if the experience underlying the 
49 scales continues~ and a procedure for appropriate 
50 adjustments in the scales if the experience changes. 
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1 Howe'er, at the opt ion of the mutua 1 c0mpany, some or 
~all classes of group policies and contracts shall not 
3 be placed in the closed block but shall continue to be 
4 eligible to receive dividends based on the experience 
5 of ~tleM the class or classes. 
6 Sec. 110. Section 5088.2, unnumbered paragraph 3, 
7 Code 1989, is amended to redd as follows: 
8 In lieu of selecting a plan of conversion provided 
9 for in this chapter, a mutual company may convert to a 

10 stock company pursuant to a plan approved by the 
11 commissioner. The commissioner or the mutual com~ 
12 may use any provisions or combination of provisions 
13 provided for a plan in this chapter and may adopt any 
14 other provisions wiiich are not unfair or ineq~itab1e 
15 to the policyholders of the mutual company. If a 
16 mutual company selects ~his procedure for conversion 
17 purposes, the mutual company shall reimourse the state 
18 fo~ expenses incurred by the division in connection 
19 with the conversion plan except for expenses that are 
20 normal operating expenses of the division. 
21 Sec. lll. Section 508B.3, subsection 2, paragr~ph 
22 a, Code 1989, is amended to read as follows: 
23 a. The mutual company's parc1cipating business, 
24 comprised of its parcicipating policies and contracts 
25 in force on the eftective date of the conversion, 
26 shall be operated by the reorganized insurer as i 
27 closed block of participating business. However, at 
28 th~tion of the mutual company, __ g_E__?~E____E_oli~ies jt_nd 
29 group contracts may be omitted from the closed block. 
30 Sec. 112. Section 5088.3, subsection 2, paragraph 
31 e, Code 1989, is amended to read as follows: 
32 e. The reorganized company or its parent 
33 corporation shall issue and sell shares of one or more 
34 classes having a total price ~qual to the estimated 
35 value in the market on the initial offering date of 
36 ~tleh the shares. 
37 Sec:-113. Section 5088.3, subsection 2, paragraph 
38 g, Code 1989, is amended to read as follows: 
39 g. If a purchaser or a group of purchasers acting 
40 in concert is to attain such control in the initial 
41 offering, the mutual company shall not, directly or 
42 indirectly, pay Eor any of the costs or expenses of 
43 the-~re~e~ed conversion of the mutual company, whether 
44 or not the conversion is effected. 
45 Sec. 114. Section 5088.3, subsection 3, paragraph 
46 b, Code 1989, is amended to read as follows: 
47 b. The participating policyholders' consideration 
48 shall be based on the latest annual statement~pdated 
49 to the effective date of the conversio~__pl_a~l! __ ~_::t_q 
50 filed prior to the effective date of the ~doption by 
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1 the board of directors of the plan of conversion and. 
2 The policyholders' consideration shall be equal to the 
3 exee~3-of-both-of-the-foiie~±n9~ 
4 ---ttt--'±lhe-totai-amottne-of-the-mttttlal-eompany . ..L~ 
s: a~set~-aeettmttiated-ffom-the-ope~at±on~-of 
6 paft±e±pat±ng-poi±e±e~-and-eontfaet~-±n-feree-on-the 
7!date-ef-the-~tatement-o~er-the-~ttm-ef-the-teta±-amottnt 
8 ef-a~~et~-aiieeated-to-the-part±e±pat±ng-bttsine~~. 
9 ---t~t--An-amettnt-eqttai-te-re~er~e~-and-ethe~ 

10 i±ab±i±t±e~-attr±btttabie-to-any-grettp-part±e±pat±ng 
11 poi±e±e~-and-eentraets-not-±nelttded-±n-the-elesed 
12 btoek-ef-part±e±pat±ng-btts±ness sum of the total 
13 amount of assets allocated to the participatir~ 
14 business and an amount equal to reserves and other 
15.liabilities attributable to any group participati~ 
16 policies and contracts not included in the closed 
17 block of paiticipating business. 
18 Sec. 115. Section 508B.3, subsection 3, paragraph 
19 j, Code 1989, is amended to read as follows: 
20 j. The liquidation account referred to in 
21 paragraph "c" must be equal to the excess of the total 
22 amount of the assets of the mutual company as of the 
23 effective date of the conversion over the sum of the 
24 total amount of assets allocated to the closed block 
25 of participating business and the policyholders' 
26 consideration and other reserves and liabilities 
27 attributed to policies and contracts not included in 
28 the amount attributable to policies and contracts in 
29 force on that effective date. The determinations 
30 shall be based on the latest annual statement of the 
31 mutual company, updated to the effective date, and 
32 filed before the effective date of the conversion 
33 :plan. The function of the liquidation account ~hall 
34 be is solely to establish a priority on liquidation 
35 and-rts existence shall does not operate-to restrict 
36 the use or application of the surplus of the 
37 reorganized company except as specified in paragraph 
38 "i". The liquidation account shall be allocated 
39 equally as of the effective date of conversion among 
40 the then participating policyholders. The amount 
41 allocated to any a policy or contract shall not 
42 increase and shall be reduced to zero when the policy 
43 or contract terminates. In the event of a complete 
44 liquidation of the reorganized company, the 
45 policyholders among which the liquidation account is 
46 allocated ~hail-be are entitled to receive a 
47 liquidation distribution in the then amount of the 
48 liquidation account before any liquidation 
49 distribution is made with respect to shares. 
50 Sec. 116. Section 508B.3, subsection 3, paragraph 
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l k, Code 1989, is amended to read as follows: 
2;, k. At the opt ion ot the mu t •.1a 1 company, the 
3 consideration to be given in exchange for the 
4 policyholders' membership inte~e~t-or-±nto-whieh-the 
5 memb~r~h±p-±~-to-be-eonverted interests may consist of 
6 cash, securities of the reorganized company, 
7 securities of another institution, a certificate of 
8 contribution, additional life insurance, annuity 
9 benefits, increased dividends, or other consideration 

10 or any combination of forms of consideration. The 
ll consideration, if any, given to any a class or 
12 category of poi±eyho±de~ policyholders may differ from 
13 the consideration given to another class or category 
14 of policyholders. The certificate of contribution 
15 shall be repayable in ten years, equal to one hundred 
16 percent of the value of the policyholders' membership 
17 interest, and bear interest at the highest rate 
18 charged by the reorganized company tor policy loans on 

the effective date of the conversion. 19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

Sec. 117. Section 508B.5, unnumbered paragraph 2, 
Code 1989, is amended to read as follows: 

The consultant may assist in determining the equity 
or-va±~e of the policyholders a"ci or value of the 
mutual company. The consultant may consider the value 
of the consideration to be given to the participating 
policyholders in exchange for thetr membersnip 
interests or-±nte-wh±eh-the-membe~~h±p-±ntere~t-±~-te 
be-eonverted and may consider the valuations necessary 
to carry out the plans provided for in section 508B.3. 
Valuations shall be made taking into account the 
latest filed annual statement of the mutual company, 
~O.ated to the effective date of the cor.vecsion plan, 
and any significant developments occurring subsequent 
to the date of the statement. 

Sec. 118. Section 508B.7, Code 1989, is amended to 
read as follows: 

SORB.? HEVIEW OF PLAN BY COMMISSIONER-- HEARING 
AUTHORIZED -- APPROVAL. 

The commissioner of insurance shall review the 
plan. The commissioner shall approve the plan if the 
commissioner finds the plan complies with all 
provisions of law, is not unfair or inequitable to the 
mutual company and its policyholders, and that the 
reorganized company will have the amount of capital 
and surplus deemed by the commissioner to be 
reasonably necessary for its future solvency. The 
commissioner may order a hearing on the fairness and 
equity of the terms of the plan after giving writte~ 
notice of the hearing to the mutual compar:y, 1..ts 
policyholders.!. and other interested persc··s, all of 
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l whom have the right to appear at the hearing. Costs 
~ incurred in connection with the notice shall be paid 
~ by the company. 
4 Sec. 119. Section 508B.l3, Code 1989, is amended 
~ to read as follows: 
B 508B.l3 PROHIBITIONS ON CERTAIN OFFERS TO ACQUIRE 
7 SHARES. 
8 Prior to and for a period of five years following 
9 the effective date of the conversion, and in the case 

Page 9 

10 of the plans of conversion specified in subsections l 
ll and 3 of section 508B.3, five years following the date 
12 of distribution of consideration to the policyholders 
13 in exchange for their membership interests, aft-eif±ee~ 
14 e~-d±~eeee~,-±fteitldift9-fam±±y-member~-aftd-the±r 
15 ~~etl~e~,-ef-ehe-mtlttla±-eem~afty-er-the-ree~9aft±zed 
16 eompany a person, shall not directly or indirectly 
l7facguire or offer to acquire o~-aeqa±~e the beneficial 
l8'ownership of the reorganized company unless the 
19 acquisition is made pursuant to a ~toe~-o~e±oft plan 
20 approved by the commissioner, made pursuant to the 
21 plan of conversion, or made after the initial public 
22 offering from a broker or dealer of registered 
23 securities with the securities and exchange commission 
24 at the quoted price on the date of purchase. An 
25 approved plan may include a stock option plan. As 
26 used in this section, "beneficial ownership" means, 
27 with respect to afty a security, the sole or shared-
28 power to vote or direct the voting of the security or 
29 the sole power to dispose or direct the disposition of 
30 the security7-aftd-ufam±±y-membe~u-±fte±tlde~-a-b~ethe~, 
31 ~±~eer,-~potl~~,-~areftt 7 -9~aftd~areftey-aftee~eor,-o~ 
32 de~eeftdafte-of-ehe-off±ee~-o~-d±~eeee~. 
33 Sec. 120. Section 508B.l4, unnumbered paragraph 2, 
34 Code 1989, is amended to read as follows: 
35 The reorganized company or afty ~ defendant may 
36 ~eqtl±~e-ehe-~±a±fte±ff petition the court in such an 
37 action to give security for the reasonable attorney 
38 fees which may be incurred by any party to the action. 
39 The amount of the security may be increased or 
40 decreased in the discretion of the court having 
41 jurisdiction if a showing is made that the security 
42 provided is or may become inadequate or excessive. 
43 Sec. 121. Section 508C.5, subsection 6, unnumbered 
44 paragraph l, Code 1989, is amended to read as follows: 
45 "Impaired insurer" means a member insurer dem±e±ied 
46 ±ft-eh±~-~eaee which, after July 1, 1987, is either of 
47 the following: 
48 ' Sec. 122. Section 508C.5, subsection 7, Code 1989, 
49 is amended to read as follows: 
50 7. "Insolvent insurer" means a member insurer 

-8-



.I 

:~· .... · ......... 

H-5882 
Page 9 

1 which, after July l, 1987, becomes insolvent and is 
~,placed under a final order of liquidation; 
3 rehabilitation~-or-conservation by a court of 
4 competent jurisdiction. 
5 Sec. 123. Section 508C.8, subsection 1, unnumbered 
6 paragraph 1, Code 1989, is amended to read as follows: 
7 If a domestic, foreign, or alien insurer is an 
8 impaired insurer, the association, subject to 
9 conditions imposed by the association and approved by 

10 the impaired insurer and the commissioner, may: 
11 Sec. 124. Section 508C.8, subsection 2, Code 1989, 
12 is amended by striking the subsection and inserting in 
13 lieu thereof the following: 
14 2. a. If a domestic, foreign, or alien insurer is 
15 an impaired insurer and the insurer is not paying 
16 claims timely, then, subject to the approval of the 
17 commissioner and to the preconditions ~.pecified in 
18 this subsection, the association may do either or both 
19 of the following: 
20 (1) Take any of the actions specified in 
21 subsection 1, subject to the conditions in that 
22 subsection. 
23 (2) Provide substitute benefits in lieu of the 
24 contractual obligations of the impaired insurer solely 
25 for health claims, periodic annuity benefits, death 
26 benefits, supplemental benefits, and cash withdrawals 
27 for policy or contract owners who petition for the 
28 benefits under claims of emergency or hardship in 
29 accordance with standards proposed by the association 
30 and approved by the commissioner. 
31 b. The association is subject to this subsection 
32 only if all of the following conditions are met: 
33 (l) The laws of the state of domicile provide that 
34 until all payments of or on account of the impaired 
35 insurer's contractual obligations by all guaranty 
36 associations, along with all interest on the payments 
37 and expenses have been repa:d to the guaranty 
38 associations or a plan of repayment by the impaired 
39 insurer has been approved by the guaranty associations 
40 all of the following apply: 
41 (a) The delinquency proceeding shall not be 
42 dismissed. 
43 (b) Neither the impaired insurer nor its assets 
44 shall be returned to the control of its shareholders 
45 or private management. 
46 (c) The impaired insurer shall not be permitted to 
47 solicit or accept new business or have any suspended 
48 or revokea license restored. 
49 (2) If the impaired insurer is a domestic insurer 
50 it has been placed under an order of rehabilitation by 
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1 a court of competent jurisdiction in this state; or, 
2 if the impaired insurer is a foreign or alien insurer 
3 it has been prohibited from soliciting or accepting 
4 new business in this state, its certificate of 

:age -~ 

5 authority has been suspended or revoked in this state, 
6 and a petition for rehabilitation or liquidation has 
7 been filed in a court of competent jurisdiction in its 
8 state or nation of domicile by the coremissioner of 
9 that state or similar authority in an alien nation. 

10 Sec. 125. Section 508C.9, subsection 3, paragraph 
11 a, Code 1989, is amended to read as follows: 
12 a. The amount of a class A assessment shall be 
13 determined by the board and to the extent that class A 
14 assessments do not exceed one hundred dollars per 
15 company in any one calendar year may be made on a per 
16 capita basis. ~he--6~~e~~ment-~ha!l-be-~~e~ited 
17 e~e±n~t-f~t~~e-±n~o!~eney-6~~e~~ment~~ The amount of 
18 a class B assessment shall be allocated for assessment 
19 purposes among the accounts as the liabilities and 
20 expenses of the association, either experienced or 
21 reasonably expected, are attributable to those 
22 accounts, all as determined by the association and on 
23 as equitable a basis as is reasonably practical. 
24 Sec. 126. Section 508C.9, subsection 3, paragraph 
25 b, Code 1989, is amended to read as follows: 
26 b. Class A assessments in excess of one hundred 
27 dollars per company per calendar year and class B 
28 assessments against member insurers for each account 
29 shall be in the proportion that the aggregate premiums 
30 received on business in this state by each assessed 
31 member insurer on policies or contracts related to 
32 that account for the three most recent calendar years 
33 for which information is available, preceding the year 
34 of-±mpe±~ment-o~-±n~ol~eney in which the insurer 
35 became impaired or insolvent, be6~-to is to the 
36 aggregate premiums received on business in this state 
37 by all assessed member insurers on policies related to 
38 that account for the three most recent calendar years 
39 for which information is available preceding the 
40 assessment. 
41 Sec. 127. Section 508C.9, subsection 5, paragraph 
42 a, Code 1989, is amended to read as follows: 
43 a. The total of all assessments upon a member 
44 insurer for each account shall not in any one calendar 
45 year exceed two percent of the insurer's premiums 
46 received in this state during the ealende~-yee~ 
47 ~~eeed±n~-the-a~sessment three most recent calendar 
48 ~ars for which information is available, orecediny 
49 the year in which the insurer becomes impaired or 
50 insolvent, on the policies related to that account. 
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1 tf the maximum assessment for eny an ;-:;cco11nt, together 
2·,with the other assets of the associ<.l.t ion in the 
f account, does not provide in any one year in the 
4 account an amount sufficient to carry out the 
5 responsibilities of the association, the necessary 
6 additional funds shall be assessed for the account e~ 
7 ~oon-ehe~eefte~ in succeeding years as soon as 
8 permitted by this chapter. 
9 Sec. 128. Section 508C.l3, subsection 5, paragraph 

10 b, Code 1989, is amended to read as follows: 
ll b. Stoek-di~idend~ Distributions are not 
12 recoverable if the insurer shows that when paid the 
13 di~t~ibtlt±on-we~ distributions were lawful and 
14 re?.sor.able and that the insurer did not know and could 
15 not reasonably have known that the di~tribtltien 
16 distributions might adversely affect the ability of 
l 7 the i n s u r e i-to f u l E i 11 i t s con t r a c t u a l o b l i g a t ions . 
18 Sec. 129. Section 509.16, Code 1989, is amended to 
19 read as follows: 
20 509.16 PREMIUM RATES APPROVED. 
21 No An individual policy of~redit life or credit 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
3f3 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

accident and health insurance or certificate under a 
policy of qroup credit life or credit accident and 
health insurance shall not be issued tor delivery or 
delivered in this state unless the premium rates 
charged for the insurance are approved oy the 
commissioner of insurance. 

'l'he commissioner of insurance, after notice and 
bE:aring, may adopt r~~les as are necessary to identify 
~ecific methods of competition or acts or practices 
within the business oE credit life and credit accident 
and he a l t h ins u ran c e _w h i c h a r e u n fa i r 0 r dec e I2 t i v e ._ 

Sec. 130. Section 509.17, subsection 2, Code 1989, 
is amended to read as follows: 

2. Due consideration shall be given to past and 
prospective loss experience within and outside this 
state, to a reasonable margin for underwriting profit 
and contingencies, to past and prospective expenses 
both countrywide and those especially applicable to 
this state, and to all other relevant factors within 
and outside this state,-btlt-~ete~-~he~~-be-deemed 
~ee3onebte-tlnder-th±s-~eet±on-end-~eet±en-5997±6-if 
they-~ee~on~b±y-mey-be-e~~eeted-te-~redtlee-e-~etio-of 
fifty-~ereent-by-d~~iding-e~etffl3-inetlrred-by-p~emitlm~ 
ea~ned. 

Sec. 131. Section 509.17, subsection 3, Code 1989, 
is amended to read as follows: 

3. The commissioner shall, after a public hearing, 
approve a reasonable charge or premium for credit 
accident and health insurance and for cre~it life 
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l insu r anc_~ as the commissioner deems appropriate and 
2 necessary for the implPmPn~ation of this section. A 
3 eharge-or-~r~m±ttm-of-not-mo~e-thaft-~ixty-~i~e-ee~t~ 
4 per-a~ftttm-~er-one-httftdred-dollar~-of-~he-initial 
5 emottnt-of-deerea~±n9-term-ered~t-l±fe-in~ttranee 7-or 
6 ±t~-aettlar±al-eqtli~aieftt-for-ered~t-l±fe-~nsuranee 
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7 written-on-other-than-the-deerea~±n9-term-be~±~,-~hall 
8 be-eeneltl~±~ely-pre~ttmed-to-meet-the-re~tl±rement~-of 
9 th±~-~eet±on-. 

10 Sec. 132. NEW SECTION. 509.17A SMALL GROUP 
11 RATING. 
12 1. The commissioner shall with all due diligence 
13 adopt by rule the recommendations of the national 
14 association of insurance commissioners concerning life 
15 and accident or health insurance rating practices for 
16 small employer groups, provided that the final 
17 recommendations are generally consistent with the 
18 following principles: 
19 a. Better disclosure to the group of the insurer's 
20 group rating practices. 
21 b. Limits on the amount of rate increase that can 
22 be based upon the group's own claim experience in the 
23 small group market. 
24 c. Actuarial certification that the insurer's 
25 rating practices meet the requirements of the national 
26 association of insurance commissioners and meet 
27 generally accepted actuarial practice. 
28 2. Specific limitations which may be contained in 
29 the rules adopted pursuant to subsection 1 include, 
30 but are not limited to, the following: 
31 a. The annual rate increase for a group cannot 
32 exceed the change in the block's new business rate 
33 level plus a fixed percentage of the average rate 
34 level for the block. 
35 b. The maximum renewal rate within a block of 
36 business cannot exceed the average rate for that block 
37 of business by more than a fixed percentage. 
38 c. The maximum renewal rate in any block of 
39 business of an insurer cannot exceed the lowest new 
40 business rate for any block of business for that 
41 insurer by more than a fixed percentage. 
42 d. Other limits on tier and duration rating 
43 practices. 
44 3. Within six months of adopt-ing any rule pursuant 
45 to subsection 1, the commissioner shall prepare a 
46 report to the general assembly regarding the success, 
47 if any, of the rules, and make such recommendations as 
48 necessary, including offering proposed legislation, to 
49 effectuate the general assembly's goals of reducing 
50 the potential for abuse in charging highe~ than 
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1 actuarially justified rates for some small groups and 
2 ·in underpricing for new small group business. 

.... ~- ........ 

3, Sec. 133. Section 514A.3, subsection 1, paragraph 
4 m, unnumbered paragraph 3, Code 1989, is amended to -~: 
5 read as follows: 
6 tfn-aodition-to-±neorporatin9-tne The foregoing 
7 provision i-nto-tne-po1: i-ey 1 -the-±n~ttrer-~na1:i--de!±~ter 
8 to-tne-±n~t:tred-at-the-time-of-del±~tery-of-the-potiey-a 
9 dt:tpiieete-~tatement-ef-the-fore9oing-pro~t±~ion-whieh 

10 ~ha±±-be-eontai-ned-1-n-eon~piet:tot:t~-print-on-a-~eparate 
11 ano-otherwi~e-btan~-~heet-of-paper~t shall be 
12 prominently printed on the first page of the policy or 
13 attached to the policy. 
14 Sec. 134. NEW SECTION. 5140.9 REGULATIONS 
15 REGARDING LIMITATION ON COMPENSATION. 
16 Thf: commissioner shall issue rules to establish 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

minimum standards to assure fair and reasonable 
benefits, claim payment, marketing practices, and 
compensation arrangements and reporting practices for 
the following classes of policies: 

1. Medicare supplement insurance. 
2. Nursing home insurance. 
3. Long-term care insurance. 
Sec. 135. Section 515.8, Code 1989, is amended to 

read as follows: 
515.8 PAID-UP CAPITAL REQUIRED. 
An insurance company other than a life insurance 

company shall not be incorporated to transact business 
upon the stock plan with less than one two million 
five hundred thousand dollars capital, the entire 
amount of which shall be fully paid up in cash and 
invested as provided by law. An insurance company 
other than ~ life insurance company shall not increase 
its capital stock unless the amount of the increase is 
fully paid up in cash. The stock shall be divided 
into shares of not less than one dollar each. 

Sec. 136. Section 515.10, Code 1989, is amended to 
read as follows: 

515.10 SURPLUS REQUIRED. 
An insurance company other than a life insurance 

company shall have, in addition to the required paid
up capital, a surplus in cash or invested in 
securities authorjzed by law of not less than one two 
million five hundred thousand dollars. ff-tne -
eommi~~ioner-ef.:::i:n~t:tranee-tind~-t:hat-a-eempany-of-f-er:! 
or-plan:!-t~-ef.fer-~nly-one-~ind-of-in~t:trRnee-the 
eommi~~iener-may-redtlee-t:he-amotlnt-of--~tlrp±tl~ 
re~tlired,-bt:tt-in-no-e~tent-~ha±±-it-be-redtleed-~o-±e~~ 
than-three-~tl~dred-thotl~and-do±lar~~ 

Sec. 137. Section 515.11, Code 1989, is amended to 
-13-
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2 515.11 PROHIBITED LOANS. 
3 No-~5rt-of-the-eapital-refe~reo-to Capito~~ 

Page 15 

4 s u r p 1 us , funds , or o t he r ass e t s , or any ~ r t o i_~ ~-----'2.!. 
5 al~ of the foregoing, shall !l_O_S_ be directly or 
6 indirectly loaned to aMy an officer, director, 
7 stockholder, or employee of the a company or to a 
8 relative of any an officer or director of the a 
9 company. 

10 Sec. 138. Section 515.12, subsection 5, Code 1989, 
11 is amended to read as follows: 
12 5. The mutual company shall have in cash or in 
13 securities in which insurance companies are authorized 
14 to invest, surplus in an amount not less than two five 
15 million dollars. The surplus so required may be 
16 advanced in accordance with the-pro~±~±on~-of section 
17 515.19. 
18 Pro~ioeo,-however,-that-~tteh However, the surplus 
19 requirements ~hall do not apply to a company which 
20 establishes and maintains a guaranty fund as provided 
21 by section 515.20. 
22 Sec. 139. Section 515.70, Code 1989, is amended by 
23 adding the following new unnumbered paragraph: 
24 NEW UNNUMBERED PARAGRAPH. An alien insurer, with 
25 the approval of the commissioner, may be treated as a 
26 domestic insurer of this state in whole or in part. 
27 The approval of the commissioner may be based upon 
28 such factors as: 
29 l. Maintenance of an appropriate trust account, 
30 surplus account, or other financial mechanism in this 
31 state. 
32 2. Maintenance of all books and records of United 
33 States operations in this state. 
34 3. Maintenance of a separate financial reporting 
35 system for its United States operations. 
36 4. Any other provisions deemed necessary by the 
37 commissioner. 
38 Sec. 140. Section 515.80, Code 1989, is amended by 
39 striking the section and inserting in lieu thereof the 
40 following: 
41 515.80 FORFEITURE OF POLICIES -- NOTICE. 
42 A policy or contract of insurance, unless otherwise 
43 provided in section 515.81A or 515.818, provided for 
44 in this chapter shall not be forfeited, suspended, or 
45 canceled except by notice to the insured as provided 
46 in this chapter. A notice of cancellation is not 
47 effective unless mailed or delivered by the insurer to 
48 the named insured at least twenty day~ before the 
49 effective date of cancellation, or, where cancellation 
50 is for nonpayment of a premium, assessment, or 
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1 installment provided for jn the policy, or in a note 
2~or contract for the payment thereof, at least ten days 
3 prior to the date of cancellation. The notice may be 
4 made in person, or by sending by mail a letter 
5 addressed to the insured at the insured's address as 
6 given in or upon the policy, anything in the policy, 
7 application, or a separate agreement to the contrary 
8 notwithstanding. 
9 An insurer shall not fail to renew a policy except 

10 by notice to the insured as provided in this chapter. 
11 A notice of intention not to renew is not effective 
12 unless mailed or delivered by the insurer to the named 
13 insured at least thirty days prior to the expiration 
14 date of the policy. 
15 If the reason does not accompany the notice of 
16 cancellation or nonrenewal, the insurer shall, upon 
17 receipt of a timely request by the named insured, 
18 state in writing the reason for cancellation or 
19 nonrenewal. 
20 Sec. 141. Section 515.81, Code 1989, is amended to 
21 read as follows: 
22 515.81 CANCELLATION OF POLICY -- NOTICE TO INSURED 
23 OR MORTGAGEE. 
24 Unless otherwise provided in section 515.81A or 
25 515.818, at any time after the maturity of a premium, 
26 assessment, or installment provided for in the policy, 
27 or any a note or contract for the payment thereof, or 
28 after the suspension, forfeiture, or cancellation of 
29 any a policy or contract of insurance, the insured may 
30 pay to the company the customary short rates and costs 
31 of action, if one has been commenced or judgment 
32 rendered thereon, and may, if the insured so elects, 
33 have the policy and all contracts or obligations 
34 connected therewith with the oolic~, whether in 
35 judgment or otherwise; canceled, and all such policy 
36 and contracts shall be void; and in case of 
37 suspension, forfeiture, or cancellation of any a 
38 policy or contract of insurance, the insured ~haH: is 
39 not be liable for any a greater amount than the short 
40 rates earned at the date of ~~eh the suspension, 
41 forfeiture, or cancellation and the costs of action 
42 provided for in this section. ~he-pe~iey-may-be 
43 ~anee~ed-by-the-ingtlranee-eempany-by-~er~iee-ef-netiee 
44 in-writing-~pen-the-±n~tlred-wnieh-not±ee-~halr-f±~-the 
45 date-of-ea~eel~at±en-wh±eh-~hat~-be-not-~e~~--than-ten 
46 day~-after-~er.~±ee-of-the-not±ee.--~he-~erv±ee-of 
47 not±ee-may-b~-made-±n-per~onT-or-by-ma±l±ng-the-not±ee 
48 to-the-±ft~tlred-~t-the-±n~tlred~~-po~t-~ff±ee-ad~~~~~-e~ 
49 given-in-~~-tlpon-the-po~ieyT-or-to-an~th~~-eddre~~ 
50 gi~en-to-the-eompany-in-writ±ng-by-the-±~~tlred;--A 
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~ 
~e9±~tered-ma±±tft9-~~a±t~be-deemed-~reof.-e€-reee±pt-of 
the-Mot±ee7 If the policy is canceled by the 
insurance company, the insurer may retain only the pro 

~ rata premium, and if the initial cash premi.um, or any 
6' part thereof of the premium, has not been paid, the 
~ policy may be canceled by the insurance company by 
8 giving notice to the insured as provided in section 
9 515.80 and ten days' notice to the mortgagee, or other 

10 person to whom the policy is made payable, if any, 
ll! without tendering any part or-port±oft of the premium, 
12, anything to the contrary in the policy 
13 notwithstanding. 
14 Sec. 142. NEW SECTION. 515.81C CANCELLATION OR 
15 NONRENEWAL OF COMMERCIAL UMBRELLA OR EXCESS POLICIES 
16 OR CONTRACTS. 
171 l. As used in this sect ion, "umbrella or excess 
18 insurance policy" means a commercial line policy or 
19 contract of insurance providing liability or property 
20 coverage over one or more underlying policies or over 
2l:a specified amount of self-insured retention. 
22 Umbrella or excess insurance policy includes policies 
23 or contracts written over an umbrella or excess 
24 insurance policy or policies. 
25 2. An umbrella or excess insurance policy which 
26 has not previously been renewed may be canceled by the 
27 insurer if it has been in effect for less than sixty 
28 days at the time notice of cancellation is mailed or 
29 delivered. 
30 1 3. An umbrella or excess insurance policy which 
31 1has been renewed or which has been in effect for sixty 
32 or more days shall not be canceled by the insurer, 
33 except as provided in section 515.81A, subsections 2 
34 and 3, except by notice to the insured as required by 
35 this section or unless at least one of the following 
36 conditions occurs: 
37 a. A material change in the limits, scope of 
38 coverage, or exclusions in one or more of the 
39 underlying policies. 
40 b. Cancellation or nonrenewal of one or more of 
41 the underlying policies where the policies are not 
42 replaced without lapse. 
43 c. A reduction in the financial rating or grade of 
44 one or more of the insurers insuring one or more of 
45 ~he underlying policies based on an evaluation by a 
46 ~ecognized financial rating organization. 
47 i. 4. A notice of cancellation is not effective 
48 unless ma1led by certified mail or delivered to the 
49 named insured and any loss payee at least ten days 
50 prior to the effective date of cancellation. A notice 
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1 of cancellation shall include the reason for 
) cancellation of the umbrella or excess insurance 
3 policy. A post office department certificate of 
4 mailing to the named insured at the address shown in 
5 the umbrella or excess policy is proof of receipt of 
6 the mailing; however, such a certificate of mailing is 
7 not required if cancellation is for nonpayment of 
8 premium. 
9 5. An insurer shall not fail to renew an umbrella 

10 or excess insurance policy except by notice to the 
ll insured as provided in this section; however, an 
12 insurer may condition renewal of an umbrella or excess 
13 insurance policy upon requirements relating to the 
14 underlying policy or policies. If the requirements 
15 are not satisfied as of the expiration date of the 
16 umbrella or excess insurance policy, or thirty days 
17 after mailing or delivery of the IJotice, whichever is 
18 later, the conditional renewal notice shall be deemed 
19 to be an effective notice of nonren~wal. This 
20 subsec~ion does not apply if the insurer has offered 
21 to renew or if the insured fails to pay a premium due 
22 or any advance premium required by the insurer for 
23 renewal. 
24 6. A notice of nonrenewal is not effective unless 
25 mailed by certified mail or delivered to the named 
26 insured and any loss payee at least forty-five days 
27 prior to the expiration date of the umbrella or excess 
28 insurance policy. If the insurer fails to meet the 
29 notice requirements of this subsection the insured has 
30 the option of continuing the policy for the remainder 
31 of the notice period plus an additional thirty days at 
32 the premium rate of the existing umbrella or excess 
33 policy. 
34 7. Section 515.8lA and 515.818 are not applicable 
35 to umbrella or excess insurance policies except as 
36 provided in subsection 3. 
37 Sec. 143. Section 515.147, Code 1989, is amended 
38 to read as follows: 
39 515.147 BUSINESS WITH UNAUTHORIZED INSURERS. 
40 Nothing-eont8ined-in-thi~ This chapter ~hatt-be 
41 eon~t~tled-to does not prevent-a-licensed resident 
42 agent of this state from procuring insurance in 
43 certain tlnatltho~i~ed nonadmitted insurers p~o~±d±ng 
44 that if such insurance is ~estricted to the type and 
45 kind of insurance authorized by this chapter and the 
46 agent makes oath to the commissioner of insurance in 
47 ~tleh the form a~-i~ prescribed by the commissioner 
48 that the dgent has made diligent effort tc place ~a±d 
49 the insurance in authorized insurers and has either 
50 exhausted the capacity of all authorized insurers cr 
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l has been unable to obtain the desired insurance in 
2 insurers licensed to transact busi~~ss irt this state. 
3 The procuring of any-~~eh-eentraet~ a contract of 
4 insurance in tlnatlthor±~ed-±n~tlrer~ a nonadmitted 
5 insurer makes ~tleh-±M~Hrers the insurer liable for, 
6 and the agent shall pay, the taxes-o~tleh the 
7 premiums as if ~~eh the insurer were duly authorized 
8 to transact business-in the state. A sworn report of 
9 all business transacted by agents of this state in 

Page 19 

10 ~tleh-tlnauthor±zed nonadmitted insurers shall be made 
11 to the commissioner of insurance on or before March 1 
12 of each year for the preceding calendar year, on ~tleh 
13 the form a~ require~ the commissioner of insurance 
14 mey-reqtl±re;-~tleh. The report shall be accompanied by 
15 a remittance to cover £he taxes thereon on the 
16 premiums. Any ~~ agent who makes the oath a~-abe~e 
17 pro~±ded, pays the taxes on the premiums, and files 
18 the report above-prev±ded,-~haxt has not-be-deemed-to 
19 ha~e written such contracts of insurance unlawfully, 
20 and ~~eh-a9ent-~haxt is not be personally liable for 
21 stleh the contracts. --
22 Se~l44. Section 515.148, Code 1989, is amended 
23 to read as follows: 
24 515.148 BANNED COMPANIES. 
25 No An agent shall not knowingly place insurance, 
26 either-airectly or through an intermediary broker, in 
27 insurers who are insolvent or unsound financially; and 
28 ±n-no-e~ent shall an-a9ent not place or renew any 
29 insurance with tlnatlther±zed-nonadmitted insurers found 
30 by the commissioner of insurance to have failed or 
31 refused to futnish, in ~tleh the manner a~-±~ provided 
32 in section 515.149~ infor~ation reasonably showing the 
33 ability or willingness of ~~eh the insurers to satisfy 
34 obligations undertaken with respect to insurance 
35 issued by them." 
36 2. Page 1, after line 19, by inserting the 
37 following: 
38 "Sec. 145. Section 515E.9, Code 1989, is amended 
39 by striking the section and inserting in lieu thereof 
40 the following: 
41 515E.9 PURCHASING GROUP RESTRICTIONS. 
42 A purchasing group shall not purchase insurance 
43 from an insurer not admitted in this state unless the 
44 purchase is effected through a duly licensed agent or 
45 broker acting pursuant to sections 515.147 through 
46 515.149." 
47 3. Page 20, by inserting after line 12, the 
48 following: 
49 ''Sec. 146. 
50 by adding the 

Section 518.10, Code 1989, is amended 
following new unnumbered p2~agraph: 
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1 ~EW UNNUMBERED PARAGRAPH. An alien i~surer, with 
2~theappr.oval (:)fthe ·.:ommissioner, m<..~y be !.:rPdt'?d as a 
3 domestic insurer of this state in whole or in part. 
4 The approval of the commissioner may be based upon 
5 such factors as: 
6 l. Maintenance of an appropriate trust account, 
7 surplus account, or other financial mechanism in this 
8 state. 
9 2. Maintenance of all books and records of United 

10 States operations in this state. 
11 3. Maintenance of a separate financial reporting 
12 system for its United States operations. 
13 4. Any other provisions deemed necessary by the 
14 conunissioner. 
15 Sec. 147. NEW SECTION. 518.25 SURPLUS. 
16 
17 
18 
l9 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

_,.49 
50 

An association organized under this chapter shall 
at all times maintain a surplus of not less than fifty 
thousand dollars or one-tenth of one percent of the 
gross property risk in force, whichever is greater. 
Reinsurance sufficient to protect the financial 
stability of the company is also required. The 
insurance commissioner may require additional 
reinsurance if necessary to protect the policyholders 
of the company. An association authorized co transact 
business in this state before July 1, 1990, shall meet 
this requirement not later than July 1, i993. 

Sec. 148. NEW SECTION. 518A.37 SURPLUS. 
An association organized under this chapter shall 

at all times maintain a surplus of not less than one 
hundred thousand dollars. Reinsurance sufficient to 
protect the financial stability of the company is also 
required. The insurance co~~issioner may require 
additional reinsurance if necessary to protect the 
policyholders of the company. An association 
authorized to transact business in this state before 
July 1, 1990, shall meet this requirement not later 
than July l, 1992. 

Sec. 149. Section 521A.1, subsection 6, unnumbered 
paragraph 1, Code 1989, is amended to read as follows: 

Insurer ~Mal!-mean means a company qualified and 
licensed by the insurance division to transact the 
business of insurance in this state by certificate 
issued pursuant to chapters 508, 5148, 515, 518A, and 
520, except that it shall not include: 

Sec. 150. 
Sections 107, 108, 135, 136. and 138 of this Act do 

not affec~ insurance companies which, on or before the 
effective date of this Act, were authorized to 
transact business in this state." 

4. Title page, line 1, by inserting after the 
i_J ,:;, (_~ ~~ 2 C' 

1 wocd "ro" the follow!nq: "the rf'gu~ati.c:l ot insure~·, 1 
} in~;urance, and annuit.y contri1::.·t3, i.:1cJ~J~t\Cj". 

·; 5. By renumbering as necessar~'· 
RECEIVF.D fROM THE SENATE 

~~~88?. FILED MARC~ 27, 1990 ,J } 
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... BOUSE FILE 2320 
H-5935 

1 Amend the amendment, H-5882, to House File 2320, as 
2 amended, passed, and reprinted by the House, as 
3 follows: 
4 1. Page l, line 42, by striking the words "or 
5 corporation". 
6 2. Page 19, by inserting after line 49, the 
7 following: 
8 "Sec. 103. 
9 Section 102 of this Act, applies to all 

10 indebtedness contracted for, general obligation bonds 
11 issued, or insurance agreements entered into or 
12 renewed pursuant to section 296.7 on or after the 
13 effective date of section 102, but shall not apply to 
14 an act permitted by section 296.7 at any time prior to 
15 January l, 1990. 
16 Sec. 
17 Sections 102 and 103 of this Act, being deemed of 
18 immediate importance, take effect upon enactment."" 
19 3. Page 20, by inserting after line 2, the 
20 following: 
21 '' Title page, line 4, by striking the words 
22 "a special effective date" and inserting the 
23 following: "special effective dates"." 

4 4. By renumbering as necessary. 

-5935 FI.LED MARCH 28, 1990 
.~cLr._.,f Jj~"t ~. 1s 1-1; 

By GRONINGA of Cerro Gordo 

• . { 
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HOUSE FILE 2320 
H-5922 

l Amend the amendment, H-5882, to House File 2320, as 
amended, passed, and reprinted by the House, as 
follows: 

2 
3 
4 
5 
6 
7 
8 
9 

10 
ll 
12 
13 
14 
15 
16 

l. Page l, line 42, by striking the words "or 
corporation". 

2. Page 19, by inserting after line 49, the 
following: 

"Sec. 
Sec. l~of this Act, being deemed of immediate 

importance, 
3. Page 

following: 

takes effect upon enactment."" 
20, by inserting after line 2, the 

" Title page, line 4, by striking the words 
"a special effective date" and inserting the 
following: "special effective dates"." 

4. By renumbering as necessary. 
By GRONINGA of Cerro Gordo 

H-5922 FILED MARCH 28, 19~0 
a . .t.~t:-1"' ~-4~.( --.s ..u /lY .3/ ,:1"' (~. t-> 1 J J 

HOUSE FILE 2320 
H-5932 

1 Amend the amendment, H-5882, to House File 2320, as 
2 amended, passed, and reprinted by the House, as 
3 follows: 
4 l. Page 1, line 42, by striking the words "or 
5 corporation". 
6 2. Page 19~ by inserting after line 49, the 
7 following: 
8 "Sec. 103. 
9 Section 102 of this Act, applies to all 

10 indebtedness contracted for, general obligation bonds 
ll· issued, or insurance agreements entered into or 
12 renewed pursuant to section 296.7 on or after the 
13 effective date of section 102, but shall not apply to 
14 an act permitted by section 296.7 at any time prior to 
15 the effective date of section 102. 
16 Sec. 
17 Sections 102 and 103 of this Act, being deemed of 
18 immediate importance, take effect upon enactment."" 
19 3. Page 20, by inserting after line 2, the 
20 following: 
21 " Title page, line 4, by striking the words 
22 "a special effective date" and inserting the 
23 following: "special effective dates"." 
24 4. By renumbering as necessary. 

H-,59321 FILED MARCH 28, 1990 
(..<>I ,ff ~~I ,z 'f ( d Is 13 ) 

By OLLIE of Clinton 
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J-5505 
HOUSE FILE 2320 

1 Amend House File 2320, as amended, passed, and 
2 reprinted by the House, as follows: 
3 1. Page 1, by inserting before line l, the 
4 following: 
5 "Sec. 102. Section 296.7, Code Supplement 1989, is 
6 amended by striking the section and inserting in lieu 
7 thereof the following: 
8 296.7 INDEBTEDNESS FOR INSURANCE AUTHORIZED-- TAX 
9 LEVY. 

10 1. A school district or merged area school 
11 corporation may contract indebtedness and issue 
12 general obligation bonds or enter into insurance 
13 agreements obligating the school district or 
14 corporation to make payments beyond its current budget 
15 year for one or more of the following mechanisms to 
16 protect the school district or corporation from tort 
17 liability, loss of property, environmental hazards, or 
18 any other risk associated with the operation of the 
19 school district or corporation: 
20 a. To procure or provide for a policy of 
21 insurance. 
22 b. To provide a self-insurance program. 
23 c. To establish and maintain a local government 
24 risk pool. 
25 However, this subsection does not apply to an 
26 insurance program described in subsection 3. 
~7 2. For purposes of subsection 1, an employee 
8 benefit plan which includes a specific or aggr~gate 
9 excess loss coverage or a program that self-i~s~res 

30 only a per-employee or per-family deductible Eor each 
31 year and which transfers the risk remaining beyond 
32 this deductible is not a self-insurance program, but 
33 is instead an insurance program. As used in this 
34 section, an "employee benefit plan" includes, but is 
35 not limited to benefits for hospital and surgical, 
36 medical expense, major medical, dental, prescription 
37 drug, disability, or life insurance costs or benefits. 
38 3. A school district, providing an insurance 
39 program as described in subsection 2, shall r.ot 
40 contract indebtedness and issue general obligation 
41 bonds or enter into insurance agreements obligating 
42 the school district or corporation to make payments 
43 beyond its current budget year for that employee 
44 benefit plan. A school district may, however, apply 
45 to the school budget review committee for relief if 
46 necessitated by the expenses in the school district's 
47 insurance program as described in subsection 2. 
48 4. Taxes may be levied in excess of any limitation 
49 imposed by statute for payment of one or more of the 
50 following authorized by subsection l: 

-1-
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S-5505 
Page 

1 
2 

a. Principal, premium, or interest on bonds. 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

b. Premium on an insurance policy, including a 
stop loss or reinsurance policy, except as limited by 
subsection 3. 

c. Costs of a self-insurance program. 
d. Costs of a local government risk pool. 
e. Amounts payable under an insurance agreement. 
However, for a school district, a tax levied under 

this section shall be included in the district 
management levy under section 298.4. 

5. A self-insurance program or local government 
risk pool authorized by subsection l is not insurance 
and is not subject to regulation under chapters 505 
through 523C. However, those self-insurance plans 
regulated pursuant to section 509A.14 shall remain 
subject to the requirements of section 509A.l4 and 
rules adopted pursuant to that section. 

6. Notwithstanding the other provisions of this 
section or any other statute, the tax levy authorized 
by this section shall not be used to pay the costs of 
employee benefits, including, but not limited to costs 
for hospital and surgical, medical expense, major 
medical, dental, prescription drug, disability, or 
life insurance benefits. 

7. If the board by resolution restricts the use of 
money in a fund as a reserve for uninsured liability 
or a self-insurance program, the use shall be 
restricted and unavailable for any other purpose until 
the board removes the restriction. The removal is not 
effective until all obligations of the restricted fund 
have been satisfied, or the next fiscal year, 
whichever occurs later. 

Sec. 103. Section 505.8, subsection 2, Code 1989, 
is amended to read as follows: 

2. The commissioner shall, subject to ~~e 
provisions-of chapter l7A, establish, publish, and 
enforce rules not inconsistent with the law f~r the 
enforcement of the-provisions-of this title and for 
the enforcement of the laws, the administration and 
supervision of which are imposed on the division, 
inc!_~ding rules to establish ~ees sufficient to
administer the laws, where appropriate fees are not 
otherwise provid~d for in rule or statute, and as 
necessary to obtain from persons authorized to do 
business in the state or regulated by the division 
that data required pursuant to section 145.3 by the 
state health data commission. 

Sec. 104. Section 507.14, Code 1989, is amended by 
striking the section and inserting in lieu thereof the 
following: 

-2-
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S-5505 
Page 

1 
3 

. 507.14 CONFIDENTIAL DOCUMENTS -- EXCEPTIONS .. · 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

9 
0 

31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

A report, preliminary or final, of an examination 
of a domestic or foreign insurer, and all notes, work 
papers, or other do~uments related to an examination 
of an insurer are not public records under chapter 22 
except when sought by the insurer to whom they relate 
or an insurance regulator of another state, and shall 
be privileged and confidential in any judicial or 
administrative proceeding except any of the following: 

1. An action commenced by the commissioner under 
chapter 507C. 

2. An administrative proceeding brought by the 
insurance division under chapter l7A. 

3. A judicial review proceeding under chapter 17A 
brought by an insurer to whom the records relate. 

4. An action or pr~ceeding which arises out of the 
criminal provisions of the laws of this state or the 
United States. 

5. An action brought in a shareholders' derivative 
suit against an insurer. 

6. An action brought to recover moneys or to 
recover upon an indemnity bond for embezzlement, 
misappropriation, or misuse of insurer funds. 

Sec. 106. Section 507C.6, subsection 1, paragraph 
b, Code 1989, is amended to read as follows: 

b. To make available to the commissioner any 
books, accounts, documents, or other records, er 
information, or property of or pertaining to-the 
insurer and-in the eemmi~~ioner~~ person's possession, 
custody, or control. 

Sec.-107. Section 508.5, Code 1989, is amended to 
read as follows: 

508.5 CAPITAL AND SURPLUS REQUIRED. 
A stock life insurance company shall not be 

authorized to transact business under the-~re~±~±on~ 
of this chapter with less than ene two million five 
hundred thousand dollars capital stock fully raid for 
in cash and one two million five hundred thousand 
dollars of surplus-paid in ±n cash or invested -as 
provided by law. A stock life insurance company shall 
not increase its capital stock unless the amount of 
the increase is fully paid in cash. The stock shall 
be divided into shares of not less than one dollar par 
value each. 

Sec. 108. Section 508.9, Code 1989, is amended to 
read as follows: 

508.9 MUTUAL COMPANIES -- CONDITIONS. 
Level premium and natural premium life insurance 

companies organized under the laws of this state upon 
the mutual plan shall, before issuing policies, have 

-3-
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l actual applications on at least two hundred and fifty 
2 lives for an average amount of one thousand dollars 
3 each. A list of the applications giving the name, 
4 age, residence, amount of insurance, and annual 
5 premium of each applicant shall be filed with the 
6 commissioner of insurance, and a deposit made with the 
7 commissioner of an amount equal to three-fifths of the 
8 whole annual premium on the applications, in cash or 
9 the securities required by section 508.5. In 

10 addition, a deposit of cash or securities of the 
ll character provided by law for the investment of funds 
12 for life insurance companies in the sum of ~we five 
13 million dollars shall be made with the commissioner, 
14 which shall constitute a guaranty fund for the 
15 protection of policyholders. fM-ne-e~ent-~halt-the 
16 The contribution to the guaranty fund shall not give 
17 tocontributors to the fund or to other persons any 
18 voting or other power in the management of the affairs 
19 of the company. The guaranty fund may be repaid to 
20 the contributors tMerete to the guarantee fund with 
21 interest at six percent from the date of contribution, 
22 at any time, in whole or in part, pre~ided lf the 
23 repayment does not reduce the surplus of the company 
24 below the amount of two million dollars and then only 
25 pre~ided if consent in writing for the repayment is 
26 obtained from the commissioner of insurance. Upon 
27 compliance with tMe-pre~i~ieM~-e£ this section, the 
28 commissioner shall issue to the mutual company the 
29 certificate prescribed in this chapter. 
30 Sec. 109. Section 5088.1, subsection 4, paragraph 
31 a, Code 1989, is amended to read as follows: 
32 a. "Plan of conversion" or "conversion plan" means 
33 a plan authorized by section 5088.3 and, in the case 
34 of plans authorized by section 5088.3, subsections 1 
35 and 3, includes a procedure by which the mutual 
36 company's participating policies and contracts in 
37 force on the effective date of the conversion plan are 
38 operated by the reorganized company as a closed block 
39 of participating business for the exclusive benefit of 
40 the policies and contracts included, for dividend 
41 purposes only7 ; to which are allocated assets of the 
42 mutual company-in an amount which together with 
43 anticipated revenue from the business is reasonably 
44 expected to be sufficient to support the bus~r:e;,;s,..!.. 
45 and which includes, but is not limited to, provisions 
46 for payment of claims and reasonable expenses, and 
47 provisions for continuation of current payable 
48 dividend scales if the experience underlying the 
49 scales continues~ and a procedure for appropriate 
50 adjustments in the scales if the experience changes. 

-4-
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l However, at the opt ion of the mutual company.·, some or 
2 all classes of group policies and contracts shall not 
3 be ~ac~d in the_<~}q_§_ed _ __Elo~-b~t shall continue to be 
4 eligible to receive dividends bdsed on the experience 
5 of ~tteh the class or classes. 
6 Sec. 110. Section 5088.2, unnumbered paragraph 3, 
7 Code 1989, is amended to read as follows: 
8 In lieu of selecting a plan of conversion provided 
9 for in this chapter, a mutual company may convert to a 

10 stock company pursuant to a plan approved by the 
ll commissioner. The commissioner or the mutual company 
12 may use any provisions or combination of provisions 
13 provided for a plan in this chapter and may adopt any 
14 other provisions which are not unfair or inequitable 
15 to the policyholders of the mutual company. If a 
16 mutual company selects this procedure for conversion 
17 purposes, the mutual company shall reimburse the state 
18 for expenses incurred by the division in connection 
19 with the conversion plan except for expenses that are 
20 normal operating expenses of the division. 
21 Sec. lll. Section 5088.3, subsection 2, paragraph 
22 a, Code 1989, is amended to read as follows: 
23 a. The mutual company's participating business, 
24 comprised of its participating policies and contracts 
25 in force on the effective date of the conversion, 
26 shall be Operated by the reorganized insurer as a 
27 closed block of participating business. However, at 

8 the option of the mutual company, group policies and 
9 group contracts may be omitted from the closed block. 
0 Sec. 112. Section 5088.3, subsection 2, paragraph 

31 e, Code 1989, is amended to read as follows: 
32 e. The reorganized company or its parent 
33 corporation shall issue and sell shares of one or more 
34 classes having a total price equal to the estimated 
35 value in the market on the initial offering date of 
36 stteh the shares. 
37 Se~ll3. Section 5088.3, subsection 2, p2ragraph 
38 g, Code 1989, is amended to read as follows: 
39 g. If a purchaser or a group of purchasers acting 
40 in concert is to attain such control in the initial 
41 offering, the mutual company shall not, directly or 
42 indirectly, pay for any of the costs or expenses of 
43 the-p~epesed conversion of the mutual company, whether 
44 or not the conversion is effected. 
45 Sec. 114. Section 5088.3, subsection 3, paragraph 
46 b, Code 1989, is amended to read as follows: 
47 b. The participating policyholders' consideration 
48 shall be based on the latest annual statement, updated 
49 to_~_he effe<;!;ive date of the c9_nversion plan, and 
50 filed prior to the effective date of the adoption by 

-5-
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l the board of directors of the plan of conversion and. 
2 The policyholders' consideration shall be equal to the 
3 exee~~-~~-b~~h-~£-~he-f~ii~w±n~~ 
4 ---tit--Phe-t~ta~-am~tlnt-~~-the-mtlttlat-eem~any~~ 
5 a~~et~-aeetlmtliated-fr~m-the-~~erat±en~-ef 
6 ~artieipat±nq-p~t±e±e~-and-e~ntraet~-in-f~ree-~n-the 
7 date-ar-the-~tatement-e~er-the-~tlm-~~-the-t~tai-ametlnt 
8 of-a~~et~-ai~oeated-te-the-~ar~±e±patin~--btl~±ne~~~ 
9 ---tit--An-amonnt-eqtlal~to-re~er~e~-and-other 

10 i±ab±t±tie8-att~ibtltable-to-any-qrotlp-partie±~at±nq 
ll poi±e±e~-and-eontraet~-not-ineltlded-±n-the-e!~~ed 
12 bioe~-ef-partie±pat±nq-btl~ine~~ sum of the total 
13 amount of assets allocated to thepart~-~iE__atin_g_ 
14 business and a~~()_t_!_nt~_al to reserves al2_~<2_~_ber 
15 li9bilities attributable to any group participating 
16 policies and contracts not included in the closed 
17 block o_f__participati_0_g__b~siness. 
18 Sec. 115. Section 5088.3, subsection 3, paragraph 
19 j, Code 1989, is amended to read as follows: 
20 j. The liquidation account referred to in 
21 paragraph "c" must be equal to the excess of the total 
22 amount of the assets of the mutual company as of the 
23 effective date of the conversion over the sum of the 
24 total amount of assets allocated to the closed block 
25 of participating business and the policyholders' 
26 consideration and other reserves and liabilities 
27 attributed to policies and contracts not included in 
28 the amount attributable to policies and contracts in 
29 force on that effective date. The determinations 
30 shall be based on the latest annual statement of the 
31 mutual company, updated to the effective date, and 
32 filed before the effective date of the conversion 
33 plan. The function of the liquidation account ~halt 
34 be is solely to establish a priority on liquidation 
35 and-rts existence ~hait does not eperate-t~ restrict 
36 the use or application of-the surplus of the 
37 reorganized company except as specified in paragraph 
38 "i". The liquidation account shall be allocated 
39 equally as of the effective date of conversion among 
40 the then participating policyholders. The amount 
41 allocated to any ~ policy or contract shall not 
42 increase and shall be reduced to zero when the policy 
43 or contract terminates. In the event of a complete 
44 liquidation of the reorganized company, the 
45 policyholders among which the liquidation account is 
46 allocated ~hatt-be are entitled to receive a 
47 liquidation distribution in the then amount of the 
48 liquidation account before any liquidation 
49 distribution is made with respect to shares. 
50 Sec. 116. Section 5088.3, subsection 3, paragraph 

-6-
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1 k,-Code 1989, is amended to read as :follows: ~" 
2 k. At the option of the mutual company, the 
3 consideration to be,given in exchange for the 
4 policyholders' membership ±nte~e~t-o~-±nto-wh±eh-the 
5 membe~~h±p-±~-to-be-eonve~ted interests may consist of 
6 cash, securities of the reorganized company, 
7 securities of another institution, a certificate of 
8 contribution, additional life insurance, annuity 
9 benefits, increased dividends, or other consideration 

10 or any combination of forms of consideration. The 

Page 20 

ll consideration, if any, given to eny a class or 
12 category of po!±eyhotde~ policyholders may differ from 
13 the consideration given to another class or category 
14 of policyholders. The certificate of contribution 
15 shall be repayable in ten years, equal to one hundred 
16 percent of the value of the policyholders' membership 
17 interest, and bear interest at the highest rate 
18 charged by the reorganized company for policy loans on 
19 the effective date of the conversion. 
20 Sec. 117. Section 5088.5, unnumbered paragraph 2, 
21 Code 1989, is amended to read as follows: 
22 The consultant may assist in determining the equity 
23 o~-~eltle of the policyholders end or value of the 
24 mutual company. The consultant may consider the value 
25 of the consideration to be given to the participating 
26 policyholders in exchange for their membership 
27 interests o~-±nto-whieh-the-me~ber~hip-±ntere~t-±~-to 

8 be-eon~erted and may consider the valuations necessary 
9 to carry out the plans provided for in section 5088.3. 

30 Valuations shall be made taking into account the 
31 latest filed annual statement of the mutual company, 
32 updated to the effective date of the conversi?n plan, 
33 and any significant developments occurring subsequent 
34 to the date of the statement. 
35 Sec. 118. Section 5088.7, Code 1989, is amended to 
36 read as follows: 
37 5088.7 REVIEW OF PLAN BY COMMISSIONER-- PEARING 
38 AUTHORIZED -- APPROVAL. 
39 The commissioner of insurance shall review the 
40 plan. The commissioner shall approve the plan if the 
41 commissioner finds the plan complies with all 
42 provisions of law, is not unfair or inequitable to the 
43 mutual company and its policyholders, and that the 
44 reorganized company will have the amount of capital 
45 and surplus deemed by the commissioner to be 
46 reasonably necessary for its future solvency. The 
47 commissioner may order a hearing on the fairness and 
48 equity of the terms of the plan after giving written 
49 notice of the hearing to the mutual company, its 
50 policyholders~ and other interested persons, all of 
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1 whom have the right to appear at the hearing. Costs 
2 incurred in connection with the notice shall be paid 
3 by the company. 
4 Sec. 119. Section 5088.13, Code 1989, is amended 
5 to read as follows: 
6 5088.13 PROHIBITIONS ON CERTAIN OFFERS TO ACQUIRE 
7 SHARES. 
8 Prior to and for a period of five years following 
9 the effective date of the conversion, and in the case 

10 of the plans of conversion specified in subsections 1 
11 and 3 of section 5088.3, five years following the date 
12 of distribution of consideration to the policyholders 
13 in exchange for their membership interests, a~-o~fieer 
14 or-diree~er,-±ne±tld±ng-fam±ty-member~-and-their 
15 ~petl~e~ 7 -of-the-mtlttlar-eompany-or-~he--reergan±~ed 
16 eompany a person, shall not directly or indirectly 
17 acauire or offer to acquire er-ae~tl±re the beneficial 
18 ownership of the reorganized company unless the 
19 acquisition is made pursuant to a ~toek-ept±on plan 
20 approved by the commissioner, made pursuant to the 
21 plan of conversion, or made after the initial public 
22 offering from a broker or dealer of registered 
23 securities with the securities and exchange commission 
24 at the quoted price on the date of purchase. An 
25 ~~ved plan~~include a stock option plan. As 
26 used in this section, "beneficial ownership" means, 
27 with respect to any a security, the sole or shared-
28 power to vote or dir~ct the voting of the security or 
29 the sole power to dispose or direct the disposition of 
30 the security 7 -end-llfam±ty-memberll-±nettlde~-a-brother, 
31 ~±~~er,-~potl~~ 7 -parent 7 -~randparen~,-anee~tor,-or 
32 de~eendant-of-~he-off±eer-or-direeter. 
33 Sec. 120. Section 5088.14, unnumbered paragraph 2, 
34 Code 1989, is amended to read as follows: 
35 The reorganized company or any a defendant may 
36 reqtlire-~he-ptaintiff petition ~he-~?~rt in such an 
37 action to give security for the reasonable attorney 
38 fees which may be incurred by any party to the action. 
39 The amount of the security may be increased or 
40 decreased in the discretion of the court having 
41 jurisdiction if a showing is made that the security 
42 provided is or may become inadequate or excessive. 
43 Sec. 121. Section 508C.5, subsection 6, unnumbered 
44 paragraph l, Code 1989, is amended to read as fol1ows: 
45 "Impaired insurer" means a member insurer domieiied 
46 in-thi~-~tate which, after July 1, 1987, is either of 
47 the following: 
48 Sec. 122. Section 508C.5, subsection 7, Code 1989, 
49 is amended to read as follows: 
50 7. "Insolvent insurer" means a member insurer 
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~which, after July 1, 1987, becomes insolvent and is 
2 placed under a final order of liquidation, 
3 rehabiiitation,-or-con~er~ation by a court of 
4 competent jurisdiction. 
5 Sec. 123. Section 508C.8, subsection 1, unnumbered 
6 paragraph l, Code 1989, is amended to read as follows: 
7 If a domestic, foreign, or alien insurer is an 
8 impaired insurer, the association, subject to 
9 conditions imposed by the association and approved by 

10 the impaired insurer and the commissioner, may: 
ll Sec. 124. Section 508C.8, subsection 2, Code 1989, 
12 is amended by striking the subsection and inserting in 
13 lieu thereof the following: 
14 2. a. If a domestic, foreign, or alien insurer is 
15 an impaired insurer and the insurer is not paying 
16 claims timely, then, subject to the approval of the 
17 commissioner and to the preconditions specified in 
18 this subsection, the association may do either or both 
19 of the following: 
20 (1) Take any of the actions specified in 
21 subsection 1, subject to the conditions in that 
22 subsection. 
23 (2) Provide substitute benefits in lieu of the 
24 contractual obligations of the impaired insurer solely 
25 for health claims, periodic annuity benefits, death 
26 benefits, supplemental benefits, and cash withdrawals 
27 for policy or contract owners who petition for the 

8 benefits under claims of emergency or hardship in 
9 accordance with standards proposed by the association 

30 and approved by the commissioner. 
31 b. The association is subject to this subsection 
32 only if all of the following conditions are met: 
33 (1) The laws of the state of domicile provide that 
34 until all payments of or on account of the impaired 
35 insurer's contractual obligations by all guaranty 
36 associations, along with all interest on the payments 
37 and expenses have been repaid to the guaranty 
38 associations or a plan of repayment by the impaired 
39 insurer has been approved by the guaranty associations 
40 all of the following apply: 
41 (a) The delinquency proceeding shall not be 
42 dismissed. 
43 (b) Neither the impaired insurer nor its assets 
44 shall be returned to the control of its shareholders 
45 or private management. 
46 (c) The impaired insurer shall not be permitted to 
47 solicit or accept new business or have any suspended 
48 or revoked license restored. 
49 (2) If the impaired insurer is a domestic insurer 
50 it has been placed under an order of rehabilitation by 

-9-
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l a court of competent jurisdiction in this-state~ or, 
2 if the impaired insurer is a foreign or alien insurer 
3 it has been prohibited from soliciting or accepting 
4 new business in this state, its certificate of 
5 authority has been suspended or revoked in this state, 
6 and a petition for rehabilitation or liquidation has 
7 been filed in a court of competent jurisdiction in its 
8 state or nation of domicile by the commissioner of 
9 that state or similar authority in an alien nation. 

10 Sec. 125. Section 508C.9, subsection 3, paragraph 
ll a, Code 1989, is amended to read as follows: 
12 a. The amount of a class A assessment shall be 
13 determined by the board and to the extent that class A 
14 assessments do not exceed one hundred dollars per 
15 company in any one calendar year may be made on a per 
16 capita basis. ~he-a~~e~~ment-~ha±t-be-e~edited 
17 a~ain~t-f~t~~e-±n~~lve~ey-a~~e~~ment~~ The amount of 
18 a class B assessment shall be allocated for assessment 
19 purposes among the accounts as the liabilities and 
20 expenses of the association, either experienced or 
21 reasonably expected, are attributable to those 
22 accounts, all as determined by the association and on 
23 as equitable a basis as is reasonably practical. 
24 Sec. 126. Section 508C.9, subsection 3, paragraph 
25 b, Code 1989, is amended to read as follows: 
26 b. Class A assessments in excess of one hundred 
27 dollars per company per calendar year and class B 
28 assessments against member insurers for each account 
29 shall be in the proportion that the aggregate premiums 
30 received on business in this state by each assessed 
31 member insurer on policies or contracts related to 
32 that account for the three most recent calendar years 
33 for which information is available, preceding the year 
34 ~f-impai~ment-~~-in~~tveney in which the insurer 
35 became impaired or insolvent, bea~-te is to the 
36 aggregate premiums received on business in this state 
37 by all assessed member insurers on policies related to 
38 that account for the three most recent calendar years 
39 for which information is available preceding the 
40 assessment. 
41 Sec. 127. Section 508C.9, subsection 5, paragraph 
42 a, Code 1989, is amended to read as follows: 
43 a. The total of all assessments upon a member 
44 insurer for each account shall not in any one calendar 
45 year exceed two percent of the insurer's premiums 
46 received in this state during the eatenda~-year 
47 p~eeedin9-the-a~~e~~ment three most recent calendar 
48 ~rs for which information is available, pre-cPding 
49 !he~ar in which the insurer becomes impai r~':L.2£ 
50 insolvent, on the policies related to that account. 
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l If. the maximum assessment for any an account,--together 
2 with the other assets of the association in the 
3 account, does not provide in any one year in the 
4 account an amount s~fficient to carry out the 
5 responsibilities of the association, the necessary 
6 additional funds shall be assessed for the account as 
7 ~oon-thereafter in succeeding years as soon as 
8 permitted by this chapter. 
9 Sec. 128. Section 508C.l3, subsection 5, paragraph 

10 b, Code 1989, is amended to read as follows: 
11 b. Stoek-di~idend~ Distributions are not 
12 recoverable if the insurer shows that when paid the 
13 di~t~±btltion-wa~ distributions were lawful and 
14 reasonable and that the insurer did not know and could 
15 not reasonably have known that the d±stribtltion 
16 distributions might adversely affect the ability of 
17 the insurer to fulfill its contractual obligations. 
18 Sec. 129. Section 509.16, Code 1989, is amended to 
19 read as follows: 
20 509.16 PREMIUM RATES APPROVED. 
21 No An individual policy of credit life or credit 
22 accident and health insurance or certificate under a 
23 policy of group credit life or credit accident and 
24 health insurance shall not be issued for delivery or 
25 delivered in this state unless the premium rates 
26 charged for the insurance are approved by the 
27 commissioner of insurance. 

8 The commissioner of insurance, after notice and 
9 hea_E"_i~, may adopt rules a~ are nece?~__9_£Y_to_j_dent i_fy 

30 ~cific methods of competition or acts or oractices 
31 within the business of credit life and credit accident 
32 and health insurance which are unfai~ or deceotive. 
33 Sec. i30. Section 509.17, subsection 2,-t;de 1989, 
34 is amended to read as follows: 
35 2. Due consideration shall be given to past and 
36 prospective loss experience within and outside this 
37 state, to a reasonable margin for underwritin~ profit 
38 and contingencies, to past and prospective expenses 
39 both countrywide and those especially applicable to 
40 this state, and to all other relevant factors within 
41 and outside this state,-btlt-rates-shatt-be-deemed 
42 rea~aMab±e-tlnder-thi~-seetion-and-~eetion-589.±6-if 
43 they-rea~onabty-may-be-e~~eeted-to-prodtlee-a-~atie-of 
44 fifty-pereent-by-di~idin9-elaim~-±netlrred-by-~r~mitlms 
45 earMed. 
46 Sec. 131. Section 509.17, subsection 3, Code 1989, 
47 is amended to read as follows: 
48 3. The commissioner shall, after a public hearing, 
49 approve a reasonable charge or premium for credit 
50 accident and health insurance and for credit life 
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1 insurance as the commissioner deems appropriate and 
2 necessary for the implementation of this section. A 
3 eh~~ge-o~-p~em±tlm-of-not-mo~e-th~n-~±~ty-five-eent~ 
4 pe~-ann~m-pe~-one-h~ndred-dottar~-of-the-in±tiat 
5 amo~nt-of-deerea~ing-te~m-e~edit-t±Ee-±n~~ranee,-o~ 
6 ±t~-aet~a~±at-eqtlivatent-fo~-e~ed±t-t±fe-in~~ranee 
7 w~itten-on-other··than-the-deerea~±ng-term-ba~i~ 1 -~hatt 
8 be-eonettl~ivety-pre~~med-to-meet-the-reqtl±rement~-of 
9 th±~-~eetion-;-

10 Sec. 132. NEW SECTION. 509.17A SMALL GROUP 
11 RATING. 
12 1. The commissioner shall with all due diligence 
13 adopt by rule the recomme!ldations of the national 
14 association of insurance commissioners concerning life 
15 and accident or health insurance rating practices for 
16 small employer groups, provided that the final 
17 recommendations are generally consistent with the 
18 following principles: 
19 a. Better disclosure to the group of the insurer's 
20 group rating practices. 
21 b. Limits on the amount of rate increase that can 
22 be based upon the group's own claim experience in the 
23 small group market. 
24 c. Actuarial certification that the insurer's 
25 rating practices meet the requirements of the national 
26 association of insurance commissioners and meet 
27 generally accepted actuarial practice. 
28 2. Specific limitations which may be contained in 
29 the rules adopted pursuant to subsection l include, 
30 but are not limited to, the following: 
31 a. The annual rate increase for a group cannot 
32 exceed the change in the block's new business rate 
33 level plus a fixed percentage of the average rate 
34 level for the block. 
35 b. The maximum renewal rate within a block of 
36 business cannot exceed the average rate for that block 
37 of business by more than a fixed percentage. 
38 c. The maximum renewal rate in any block of 
39 business of an insurer cannot exceed the lowest new 
40 business rate for any block of business for that 
41 insurer by more than a fixed percentage. 
42 d. Other limits on tier and duration rating 
43 practices. 
44 3. Within six months of adopting any rule pursuant 
45 to subsection 1, the commissioner shall prepare a 
46 report to the qeneral assembly regarding the success, 
47 if any, of the rules, and make such recommendations as 
48 necessary, including offering proposed legislation, to 
49 effectuate the general assembly's goals of reducing 
50 the potential for abuse in charging higher than 
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1 actuarially justified rates for some small groups and 
2 in underpricing for new small group business. 
3 Sec. 133. Section 514A.3, subsection 1, paragraph 
4 m, unnumbered paragraph 3, Code 1989, is amended to 
5 read as follows: 
6 tfn-eddi~i~n-to-inee~po~etin~-~he The foregoing 
7 provision into-the-pot±ey,-the-in~tl~e~-~hett-eeti~e~ 
8 to-the-iM~tl~ed-at-the-time-~f-deli~e~y-ef-the-~eliey-e 
9 dtipi±eete-~tetement-ef-the-fe~ega±ng-p~o~ig±on-wh±eh 

10 ~hait-be-eontained-±n-eon~p±etlOtl~-print-on-e-~epa~ate 
ll end-ethe~wise-btenk-sheet-of-pepe~~t shall be 
12 ~ominentlY_printe~_on the first page of the policy or 
13 attached to the policy. 
14 Sec. 134. NEW SECTION. 514D.9 REGULATIONS 
15 REGARDING LIMITATION ON COMPENSATION. 
16 The commissioner shall issue rules to establish 
17 minimum standards to assure fair and reasonable 
18 benefits, claim payment, marketing practices, and 
19 compensation arrangements and reporting practices for 
20 the following classes of policies: 
21 1. Medicare supplement insurance. 
22 2. Nursing home insurance. 
23 3. Long-term care insurance. 
24 Sec. 135. Section 515.8, Code 1989, is amended to 
25 read as follows: 
26 515.8 PAID-UP CAPITAL REQUIRED. 
27 An insurance company other than a life insurance 

8 company shall not be incorporated to transact business 
.9 upon the stock plan with less than one two million 

30 five hundred thousand dollars capital, the entire 
31 amount of which shall be fully paid up in cash and 
32 invested as provided by law. An insurance company 
33 other than ~ life insurance company shall not increase 
34 its capital stock unless the amount of the increase is 
35 fully paid up in cash. The stock shall be divided 
36 into shares of not less than one dollar each. 
37 Sec. 136. Section 515.10, Code 1989, is amended to 
38 read as follows: 
39 515.10 SURPLUS REQUIRED. 
40 · An insurance company other than a life insurance 
41 company shall have, in addition to the required paid-
42 up capital, a surplus in cash or invested in 
43 securities authorized by law of not less than ofte two 
44 million five hundred thousand dollars. ff-the ---
45 eomm±~~ioner-~€-in~tl~anee-ftne~--tnat-a-eom~eny-~ffe~~ 
46 o~-~lan~-to-oEfe~-on~y-oMe-k~nd-of-±n~~raftee-~ne 
47 eommi~~ioner-mer-~ed~ee-the-emotlnt-of-~tlrpltl~ 
48 re~tiired,-btlt-±M-no-e~eftt-sha±i-±t-be-reatleed-to-te~~ 
49 then-three-htlMd~ed-thoti~end-do±±ar~~ 
SO Sec. 137. Section 515.11, Code 1989, is amendPd to 
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2 515.11 PROHIBITED LOANS. 
3 No-part-o£-the-~ap.-itai-refet"t"ed-to Capital,_ 
4 surplus, funds, or other assets, or any part of any or 
5 all of the foregoing, shall not be directly or 
6 indirectly loaned to any an officer, director, 
7 stockholder, or employee of the a company or to a 
8 relative of any an officer or director of the a 
9 company. 

10 Sec. 138. Section 515.12, subsection 5, Code 1989, 
ll is amended to read as follows: 
12 5. The mutual company shall have in cash or in 
13 securities in which insurance companies are authorized 
14 to invest, surplus in an amount not less than two five 
15 million dollars. The surplus so required may be 
16 advanced in accordance with the-pre~-i~ion~-o£ section 
17 515.19. 
18 Pro~-ided,-how~~~r,-that-~tleh However, the surplus 
19 requirements ~haii do not apply to a company which 
20 establishes and maintains a guaranty fund as provided 
21 by section 515.20. 
22 Sec. 139. Section 515.70, Code 1989, is amended by 
23 adding the following new unnumbered paragraph: 
24 NEW UNNUMBERED PARAGRAPH. An alien insurer, with 
25 the approval of the commissioner, may be treated as a 
26 domestic insurer of this state in whole or in part. 
27 The approval of the commissioner may be based upon 
28 such factors as: 
29 l. Maintenance of an appropriate trust account, 
30 surplus account, or other financial mechanism in this 
31 state. 
32 2. Maintenance of all books and records of United 
33 States operations in this state. 
34 3. Maintenance of a separate financial reporting 
35 system for its United States operations. 
36 4. Any other provisions deemed necessary by the 
37 commissioner. 
38 Sec. 140. Section 515.80, Code 1989, is amended by 
39 striking the section and inserting in lieu thereof the 
40 following: 
41 515.80 FORFEITURE OF POLICIES -- NOTICE. 
42 A policy or contract of insurance, unless otherwise 
43 provided in section 515.8lA or 515.818, provided for 
44 in this chapter shall not be forfeited, suspended, or 
45 canceled except by notice to the insured as provided 
46 in this chapter. A notice of cancellation is not 
47 effective unless mailed or delivered by the insurer to 
48 the named insured at least twenty days before the 
49 effective date of cancellation, or, where cancellation 
50 is for nonpayment of a prem1um, assessment, or 

-14-

Page Tl 

J 

., 
~ 



S~TE CLIP SHEET 

5-5505 
Page 15 

MARCH 16, 1990 

1 installment provided for in the policy, or in a note 

"Page ·2a 

2 or contract for the payment thereof, at least ten days 
3 prior to the date of· cancellation. The notice may be 
4 made in person, or by sending by mail a letter 
S addressed to the insured at the insured's address as 
6 given in or upon the policy, anything in the policy, 
7 application, or a separate agreement to the contrary 
8 notwithstanding. 
9 An insurer shall not fail to renew a policy except 

10 by notice to the insured as provided in this chapter. 
11 A notice of intention not to renew is not effective 
12 unless mailed or delivered by the insurer to the named 
13 insured at least thirty days prior to the expiration 
14 date of the policy. 
15 If the reason does not accompany the notice of 
16 cancellation or nonrenewal, the insurer shall, upon 
17 receipt of a timely request by the named insured, 
18 state in writing the reason for cancellation or 
19 nonrenewal. 
20 Sec. 141. Section 515.81, Code 1989, is amended to 
21 read as follows: 
22 515.81 CANCELLATION OF POLICY -- NOTICE TO INSURED 
23 OR MORTGAGEE. 
24 Unless otherwise provided in section Sl5.81A or 
25 515.818, at any time after the maturity of a premium, 
26 assessment, or installment provided for in the policy, 
27 or any a note or contract for the payment thereof, or 
28 after the suspension, forfeiture, or cancellation of 
29 ~ny a policy or contract of insurance, the insured may 

J 30 pay Eo the company the customary short rates and costs 
31 of action, if one has been commenced or judgment 
32 rendered thereon, and may, if the insured so elects, 
33 have the policy and all contracts or obligations 
34 connected the~ewith with the policy, whether in 
35 judgment or otherwise, canceled, and all such policy 
36 and contracts shall be void; and in case of 
37 suspension, forfeiture, or cancellation of ~ft} a 
3B policy or contract of insurance, the insured ~hall is 

I 
39 not be liable for ~ny a greater amount than the short 
40 rates earned at the date of ~tleh the susoension, 

. 41 forfeiture, or cancellation and the costs of action 
42 provided for in this section. ~he-pe±~ey-m~y-be 
43 eaneeted-by-the-±n~tl~anee-eem~~ny-by-~e~~tee-ef-netiee 
44 in-wr~t±ng-tlpen-the-in~tlred-whieh-nettee-~hatl-f±x-the 
45 d~t~-ef-eaneell~t±en-whieh-~ha±t-be-net-±e~~-th~n-ten 
46 day~-afte~-~e~~iee-ef-the-netiee.--~he-~er~iee-er 
47 netiee-may-be-made-in-per~en 7 -or-by-mai±i~~-the-notiee 
48 te-the-in~tlred-~t-the-in~tlredL~-pe~t-effiee-addre~~-a~ 
49 gi~en-in-e~-tlpen-the-pe±±ey 7-er-te-~nether-a~dre~~ 
50 gi~en-te-the-eemp~ny-in-wr±ting-by-the-in~tlred.--A 
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1 p~~t-~rr±~e-depa~tment-~eeeipt-~f~ee~tified~~~ 
2 ~egi~te~ed-mai~ing-~Mait-be-deemed-p~e~f-ef-~eeeipt-~f 
3 the-n~tiee. If the policy is canceled by the 
4 insurance company, the insurer may retain only the pro 
5 rata premium, and if the initial cash premium, or any 
6 part the~eef ?f the premium, has not been paid, the 
7 policy may be canceled by the insurance company by 
8 g1v1ng notice to the insured as provided in section 
9 515.80 and ten days' notice to the mortgagee, or other 

10 person to whom the policy is made payable, if any, 
11 without tendering any part o~-pe~tien of the premium, 
12 anything to the contrary in the policy 
13 notwithstanding. 
14 Sec. 142. Section 515.147, Code 1989, is amended 
15 to read as follows: 
16 515.147 BUSINESS WITH UNAUTHORIZED INSURERS. 
17 Nething-eontained-in-thi~ This chapter ~hatt-be 
18 e~n~t~tled-te does not prevent-a-licensed resident 
19 agent of this state from procuring insurance in 
20 certain ttnatttMe~i~ed nonadmitted insurers p~e~iding 
21 tMat if such insurance is restricted to the type and 
22 kind of insurance authorized by this chapter and the 
23 agent makes oath to the commissioner of insurance in 
24 ~tleh the form a~-i~ prescribed by the commissioner 
2 5 that the agent has made di l igen_t e-ffort to place ~aid 
26 the insurance in authorized insurers and has either 
27 exhausted the capacity of all authorized insurers or 
28 has been unable to obtain .the desired insurance in 
29 insurers licensed to transact business in this state. 
30 The procuring of any-~tleh-eont~aet~ a contract of 
31 insurance in ttnatttho~i~ed-in~tl~e~~ a nonadmitted 
32 insurer makes ~tleM-in~tl~e~~ the insurer liable for, 
33 and the agent shall pay, the taxes on ~tleh the 
34 premiums as if ~tleh the insurer were duly authorized 
35 to transact business-rn the state. A sworn report of 
36 all business transacted by agents of this state in 
37 ~tleh-tlnatltho~i~ed nonadmitted insurers shall te made 
38 to the commissioner of insurance on or before March l 
39 of each year for the preceding calendar year, on ~tleh 
40 the form a~ ·requ-ired by the commissioner of insurance 
41 may-~eqtlire;-~tteh. The report shall be accompanied by 
42 a remittance to cover th~ taxes the~eon on the 
43 premiums. Any An agent who makes the oath a~-abe~e 
44 p~e~ided, pays the taxes on the premiums, and files 
45 the report abe~e-pre~idedT-~ha~~ has not-be-deemed-to 
46 ha~e written such contracts of insurance unlawfully, 
47 and ~tleh-agent-~hati is not be personally liable for 
48 ~tleh the contracts. --
49 Sec. 143. Section 515.148, Code 1989, is amended 
50 to read as follows: 
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'1 "515.Ia BANNED COMPANIES. -·~: /;~~··:·, -· .-~<·: 
2 ~ · Nc Aa agent shall not knowi~gly plac;e insurance,. ·.:. ~· .-
3 e1thec directly or l;hr<_>ugh an ·1ntermed~ary broker, ~n -· ·-_- · .. · >· · 
4 insurers wbo are· ir\solvent·· or unsound financially; and:·:· 
5 :1-n-nc eweat shall · an-a9ent ·not place or renew· any ·. · -~ · · · 
6 insuran~witb anaatho~:i-~ed-nQnadmitted insurers found 
7 by the o.aissioner of insurance to have failed or 
8 refused to furnish, in·~ach the manner a~-i~ provided 
9 in sectU. 515.149; information reasonably showing the 

10 abilityor willingness of ~ach the insurers to satisfy 
11 obligatUms undertaken with respect to insurance 
12 issued by them." 
13 2. hqe 1, after line 19, by inserting the 
14 following: 
15 "Sec. 144. Section 515E.9, Code 1989, is amended 
16 by striking the section and inserting in lieu thereof 
17 the following: 
18 515E., PURCHASING GROUP RESTRICTIONS. 
19 A purchasing group shall not purchase insurance 
20 from an insurer not admitted in this state unless the 
21 purchase is effected through a duly licensed agent or 
22 broker acting pursuant to sections 515.147 through 
23 515.149.· 
24 3. Paqe 20, by inserting after line 12, the 
25 following: 
26 "Sec. 145. Sect ion 518 .10, Code 1989, is amended 
27 by adding the following new unnumbered paragraph: 
28 NEW UNNUMBERED PARAGRAPH. An alien insurer, with 
29 the approval of the commissioner, may be treated as a 
30 domestic insurer of this state in whole or in part. 
31 The approval of the commissioner may be based upon 
32 such factors as: 
33 1. Maintenance of an appropriate trust account, 
34 surplus account, or other financial mechanism in this 

, 35 state. 
1 

36 2. Maintenance of all books and records of United 
37 States operations in this state. 
38 3. Maintenance of a separate financial reporting 
39 system for its United States operations. 
40 4. Any other provisions deemed necessary by the 
41 commi ss ione r. 
42 Sec. 146. NEW SECTION. 518.25 SURPLUS. 
43 An association organized under this chapter shall 
44 at all times maintain a surplus of not less than fifty 
45 thousand dollars or one-tenth of one percent of the 
46 gross property risk in force, whichever is greater. 
47 Reinsurance sufficient to protect the financial 
48 ~tability of the company is also required. The 
49 1nsurance commissioner may require additional 
50 reinsurance if necessary to protect the policyholders 
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1 of the,·company. An association authorized to· transact··::· 
2 business in this state before July 1, 1990, shall meet 
3 this requirement not.later than'Jult·~i 1993. 
4 ·sec. 147. NEW--SECTION. 518A.37 --SURPLUS-~ 
5 An association organized under· this-chapter shall 
6 at all times maintain a surplus of not less than one. 
7 hundred thousand dollars. Reinsurance sufficient to 
8 protect the financial stability of the company is also 
9 required. The insurance commissioner·tnay require 

10 additional reinsurance if necessary to protect the 
11 policyholders of the company. A~ association 
12 authorized to transact business in -this state before 
13 July 1,· 1990, shall meet .this requirement not later 
14 than July 1, 1992. 
~5 Sec. 148. Section 521A.l, sub~ection 6, unnumbered 
16 paragraph 1, Code 1989, is amended to read as follows: 
17 Insurer ~hair-mean means a company qualified and 
18 licensed by the insurance division to transact the 
19 business of insurance in this state by certificate 
20 issued pursuant to chapters 508, 5148, 515, 518A, and 
21 520, except that it shall not include: 
22 Sec. 149. 
23 Sections 107, 108, 135, 136, and 138 of this Act do 
24 not affect insurance companies which, on or before the 
25 effective date of this Act, were authorized to 
26 transact business in this state." -
27 4. Title page, line 1, by inserting after the 
28- word "to" the following: "the regulation of insurers, 
29 insurance, and annuity contracts, including". 
30 5. By renumbering as necessary. 

By WILLIAM D. PALMER 

S-5505 FILED MARCH 15, 1990 .I r~ ~h. ·JJ__, (,..t.:z.9a) 
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BOUSE FILE 2320 
S-5588 

1 Amend the amendment S-5505, to House File 2320, as 
2 amended, passed, and reprinted:by-.the House, as 
3 follows: 
4 1. Page 2, by inserting after~line 47, the 
5 following: 
6 "Sec. NEW SECTION. 505.17 INSURANCE RATE 
7 INFORMATION FOR CONSUMERS' USE. 
8 The commissioner shall compile and cause to be 
9 disseminated every six months a rate information 

10 report for all competitive lines of insurance. The 
11 report shall facilitate cost comparisons between 
12 carriers for equivalent insurance coverage by 
13 similarly situated consumers. The report shall be 
14 structured to permit the average insurance consumer to 
15 understand and use the information. The report shall 
16 carry an appropriate disclaimer that publication of 
17 information concerning a carrier within the report 
18 does not constitute an endorsement of the carrier by 
19 the division or the state. The division shall dis-
20 seminate the report to libraries and media outlets in 
21 order to facilitate access to, and knowledge of, the 
22 existence of the report and the information contained 
23 in the report. The division shall also ~ake the 
24 report available upon request.~ 
25 2. By renumbering as necessary. 

By MICHAEi G. GRONSTAL 

S-~5"88, 1 FILED r?>RCH 20, 1990 
'-'~lf,;.Y ..1/:?.3(-t ./;{77 

BOUSE FILE 2320 
S-5601 

l Amend the amendment S-5505, to House File 2320, 
amended, passed, and reprinted by the House, as 
follows: 

2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 

l. Page 2, by inserting after line 47, the 
following: 

"Sec. NEW SECTION. 505.17 INSURANCE RATE 
INFORMATION FOR CONSUMERS' USE. 

The commissioner shall compile and cause to be 
disseminated, to the extent practicable, every six 
months a rate information report for all lines of 
insurance determined to be in a competitive market 
pursuant to section 515A.22. The report shall 
facilitate cost comparisons between carriers for 
equivalent insurance coverage by similarly situated 

as 

15 consumers. The report shall be structured to permit 
lG the average insurance consumer to understand and use 
17 the information. The report shall carry an . 
18 appropriate disclaimer that publication of information 
19 concerning a carrier within the report does not 
20 constitute an endorsement of the carrier by the 
21 division or the state. The division shall disseminate 
22 the report to libraries and media outlets in order to 
23 facilitate access to, and knowledge of, the existence 
24 of the report and the information contained in the 
25 report. The division shall also make the report 
26 available upon request." 
27 2. By renumbering as necessary. 

S-5601. FIL~D MARCH 20, 1990 
w(rJ:i 3/,;?J(p-12.71) 

By MICHAEL E. GRONSTAL 



S-5598 
1 Amend 
2 amended, 
3 follows: 

HOUSE FILE 2320 
· ..... 

. . . ·.'· : ... . • ., . . ,·.,-..;i:,·-.· 
the amendment, S-5505, to Rouse F1le 2320~ as 
passed, and reprinted by the House, as 

4 1. Page 18, by inserting after line 21, the 
5 following: · 
6 "Sec. • Section 702.11, Code Supplement 1989, 
7 is amendea-fo read as follows: 
8 702.11 FORCIBLE FELONY. 
9 A "forcible felony" is any felonious child 

10 endangerment, assault, murder, sexual abuse other than 
11 sexual abuse in the third degree committed between 
12 spouses or in violation of section 709.4, subsection 
13 2, paragraph "c", subparagraph (4), kidnapping, 
14 robbery, arson in the first or second degree, or 
15 burglary in the first degree. 
16 Sec. NEW SECTION. 712.1A ARSON IN THE FIRST 
17 DEGREE. 
18 Arson in the first degree is arson which results in 
~9 the death of a person, including the death of a paid 
20 or volunteer firefighter. Arson in the first degree 
21 is a class "A" felony. 
22 Sec. Section 712.2, Code 1989, is amended to 
23 read as follows: 
24 712.2 ARSON IN THE PfRS~ SECOND DEGREE. 
25 Arson is arson in the fir~t second degree when the 
26 property which the defendant intends to destroy or 
27 damage, or which the defendant knowingly endangers, is 
28 property in which the presence of one or more persons 
29 can be reasonably anticipated,-or-the-ar~on-re~ult~-in 
30 t~~-death-of-a-fire-fighter,-whether-paid-or 
31 '10lt!:1tee::-. 
32 Arson in the Ei~~t second degree is a class "8" 
33 felony. 
34 Sec. Section 712.3, Code 1989, is amended to 
35 read as follows: 
36 712.3 ARSON IN THE SEE6NB THIRD DEGREE. 
37 Arson which is not arson in the first or'second 
38 degree is arson in the ~eeond third degree when the 
39 property which the defendant intends to de:::;troy or 
~0 damage, or which the defendant knowingly endangers, is 
41 a bt11lding or a structure, or real prop~?rty of any 
~2 kind, or standing crops, or is personal property the 
43 valt1e of which exceeds five hundred dollars. Arson in 
:; 4 the t" ~eon d t h i r d de g r e e i s a c lass "C" f e l on y • 
.:;5 Sec. Section 712.4, Code l98<J, i.s amended to 
4G ~ead as follows: 
47 712.~ ARSON IN THE ~HfRB FOURTH DEGHE2. 
4 8 t\ r ~'on w h i c h i s no t a r son i ilth·e- f i r s ~ , s e c :) n d , o r 
49 th i. rd degree <'r-tu·~on-in-the-~eeond-~e<;~~-~-··i-s·-.Hsonin 
50 tT1"0-~h~rd fourth degree. Arson in the -:h!":.-d fou.£th 

1. de g r e c i s d n a g g r a v a ted m i s de m can<) r • " 
2 2. Page 18, line 29, by in~;erti.ng after the word 
3 ''insurance," the following; "insurable casualties 
4 including arson,". 
5 3. By renumbering as necessary. 

S- J ') IJ ~ / r r L I::: D ~ARCH 2 0 , l ') 9 0 
cW I,;()' .3/~S YJ I,;{ 7/f~) 

ny MARK R. HAGERLA 
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SENATE CLIP SHEET MARCH 22, 1990 

HOUSE FILE 2320 
S-5635 

1 Amend the amendment, S-5505, to House File 2320, as 
2 amended, passed, and reprinted by the House, as 
3 follows: 
4 1. Page 16, by inserting after line 13, the 
5 following: 
6 "Sec. • NEW SECTION. 515.81C CANCELLATION OR 
7 NONRENEWAL OF COMMERCIAL UMBRELLA OR EXCESS POLICIES 
8 OR CONTRACTS. 
9 1. As used in this section, "umbrella or excess 

10 insurance policy" means a commercial line policy or 
11 contract of insurance providing liability or property 
12 coverage over one or more underlying policies or over 
13 a specified amount of self-insured retention. 
14 Umbrella or excess insurance policy includes policies 
15 or contracts written over an umbrella or excess 
16 insurance policy or policies. 
17 2. An umbrella or excess insurance policy which 
18 has not previously been renewed may be canceled by the 
19 insurer if it has been in effect for less than sixty 
20 days at the time notice of cancellation is mailed or 
21 delivered. 
22 3. An umbrella or excess insurance policy which 
23 has been renewed or which has been in effect for sixty 
24 or more days shall not be canceled by the insurer, 
25 except as provided in section 515.81A, subsections 2 
26 and 3, except by notice to the insured as required by 
27 this section or unless at least one of the following 
28 conditions occurs: 
29 a. A material change in the limits, scope of 
30 coverage, or exclusions in one or more of the 
31 underlying policies. 
32 b. Cancellation or nonrenewal of one or more of 
33 the underlying policies where the policies are not 
34 replaced without lapse. 
35 c. A reduction in the financial rating or grade of 
36 one or more of the insurers insuring one or more of 
37 the underlying policies based on an evaluation by a 
38 recognized financial rating organization. 
39 4. A notice of cancellation is not effective 
40 unless mailed by certified mail or delivered to the 
41 named insured and any loss payee at least ten days 
42 prior to the effective date of cancellation. A notice 
43 of cancellation shall include the reason for 
44 cancellation of the umbrella or excess i~surance 
45 policy. A post office department certificate of 
46 mailing to the named insured at the address shown in 
47 the umbrella or excess policy is proof of receipt of 
48 the mailing: however, such a certificate of mailing is 
49 not required if cancellation is for nonpayment of 
50 premium. 

-1-
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Page 2 
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5. An insurer shall not fail to renew an umbrella 
or excess insurance policy except by notice to the 
insured as provided in this section; however, an 
insurer may condition renewal of an umbrella or excess 
insurance policy upon requirements relating to the 
underlying policy or policies. If the requirements 
are not satisfied as of the expiration date of the 
umbrella or excess insurance policy, or thirty days 
after mailing or delivery of the notice, whichever is 
later, the conditional renewal notice shall be deemed 
to be an effective notice of nonrenewal. This 
subsection 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. 

6. A notice of nonrenewal is not effective unless 
mailed by certified mail or delivered to the named 
insured and any loss payee at least forty-five days 
prior to the expiration date of the umbrella or excess 
insurance policy. If the insurer fails to meet the 
notice requirements of this subsection 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 umbrella or excess 
policy. 

7. Section 515.81A and 515.81B are not applicable 
to umbrella or excess insurance policies except as 
provided in subsection 3." 

2. By renumbering as necessary. 
By MICHAEL GRONSTAL 

S-5635 ~~LEO f-1ARCH 21, 1990 . f .4 ) 

t<_~ Sj;;, 3 (_'f- 1 ;z77) ~ ;6~ Y!.t,;~-9' 
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HOUSE FILE 2320 
S-5664 

1 Amend the amendment, S-5505, to House File 2320, 
amended, passed, and reprinted by the House, as 
follows: 

2 
3 
4 
5 

l.' 
2. 

Page 11, by striking lines 33 through 45. 
By renumbering as necessary. 

S-Jc64 FILED MARCH 
wj;f .-3/.is (d 1~77) 22, 1990 

By WILLIAM D. PALMER 
CALVIN 0. HULTMAN 

as 



HOUSE AMENDMENT TO SENATE AMENDMENT TO 
HOUSE FILE 2320 

S-5825 
11 ~end the amendment, H-5882, to House File 2320, as 

2 amended, passed, and reprinted by the House, as 
3 follows: 
4 1. Page 1, line 42, by striking the words "or 
5 corporation". 
6 2. Page 19, by inserting after line 49, the 
7 following: 
8 "Sec. 103. 
9 Section 102 of this Act, applies to all 

10 indebtedness contracted for, general obligation bonds 
11 issued, or insurance agreements entered into or 
12 renewed pursuant to section 296.7 on or after the 
13 effective date of section 102, but shall not apply to 
14 an act permitted by section 296.7 at any time prior to 
15 January l, 1990. 
16 Sec. 
17 Sections 102 and 103 of this Act, being deemed of 
18 immediate importance, take effect upon enactment."" 
19 3. Page 20, by inserting after line 2, the 
20 following: 
21 "__ Title page, line 4, by striking the words 
22 "a special effective date" and inserting the 
23 following: "special effective dates"." 
24 4. By renumbering as necessary. 

RECEIVED FROM THE HOUSE 

S-5825 FILED APRIL 2, 1990 

/~,~{ ~Lt.cL. '1(5 
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BOUSE FILE 2320 

AN Act' 

RELATING TO THE REGULATION OF INSURERS, INSURANCE, AND ANNUlt'Y 
CONTRACTS, INCLUDING FIRE AND CASUALTY INSURANCE, ALTERING 

THE METHOD OF FILING RATES SUBJECT TO THil APPROVAL OP' 'l'BE 
COMMISSIONER OF INSURANCE, EXCEPT FOR WORKERS' COMPENSATION 

LIABILITY INSURANCE RATES, PROVIDING SPECIAL EFFECTIVE 
DATES, AND AUTHORIZING CIVIL PENALTIES. 

BE IT ENACTED BY THE GENERAL ASSD«aLY or TBB STAt'l or IONAa 

Section 1. Section 296.7, Code Suppl .. ent 1989, la aaended 

by striking the section and inaerting in lieu thereof the 
following: 

296.7 INDEBTEDNESS FOR INSURAMCI AUTHORII&D --TAX LEVY, 

• 

Bouse File 2320, p. 2 

1. A school district or aerged area achool corporation .. y 

contract indebtedness and issue general obligation bonds or 
enter into insurance agreements obligating the school district 

or corporation to make pay.ents beyond its current budget year 
for one or more of the following .. chanisaa to protect the 

school district or corporation from tort liability, loss of 
property, environmental hazards, or any other risk associated 

with the operation of the school district or corporation: 
a. To procure or provide for a policy of insurance. 

b. To provide a self-insurance progr ... 

c. To establish and maintain a local governaent riak pool, 

However, thia subsection does not apply to an insurance 
program described in subsection J. 

2. roc purposes of subsection 1, an eaployee benefit plan 
which includes a apecific or aggregate excess loss coverage or 

a progra• that &elf-insures only a per-eaployee or per-family 
deductible for each year and which tranafers the risk 

r ... ining beyond thia deductible is not a self-insurance 

progr .. , but is instead an insurance progr... As used in thia 

aection, an • .. ployee benefit plan• include&, but ia not 
liaited to benefit& for hospital and aurgical, aedical 

expense, major aedical, dental, preacription drug, disability, 
or life insurance coats or benefit&. 

l. A school district, providing an insurance program as 
described in subaection 2, shall not contract indebtedness and 

issue general obligation bonds or enter into insurance 

agreeaents obligating the school district to make payments 

beyond ita current budget year for that employee benefit plan. 
A school district may, however, apply to the school budget 

review committee for relief if necessitated by the expenses in 
the school district's insurance prograa as described in 
subsection 2. 

t. Taxes may be levied in excess of any limitation imposed 

by statute for payment of one or aore of the following 
authorized by subsection l: 

a. Principal, premiua, or interest on bonda. 

:I: 
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N 
w 
Ill.) 
0 



. ., 

House File 2120, p. l 

b. Premium on an insurance policy, including a atop loss 
or reinsurance policy, except as limited by subsection l. 

c. Costs of a self-insurance program. 
d. Costs of a local govern.ent risk pool. 
e. Amounts payable under an insurance agreement. 
However, for a school district, a tax levied under this 

section shall be included in the district management levy 
under section 298.4. 

s. A self-insurance program or local government risk pool 
authorized by subsection 1 is not insurance and is not subject 
to regulation under chapters 505 through S23C. However, those 
self-insurance plans regulated pursuant to section 509A.l4 
shall remain subject to the requirements of &action 509A.l4 
and rules adopted pursuant to that section. 

6. Notwithstanding the other provisions of this section or 
any other statute, the tax levy authorized by this section 
shall not be used to pay the costa or employee benefits, 
including, but not limited to costa for hospital and surgical, 
aedical expense, major •edical, dental, prescription drug, 
disability, or life insurance benefits. 

1. If the board by resolution restricts the use of aoney 
in a fund as a reserve for uninsured liability or a self
insurance progra•, the use shall be restricted and unavailable 
for any other purpose until tbe board removes the restriction. 
The re.aval is not effective until all obligations of the 
restricted fund have been satisfied, or tbe next fiscal year, 
whichever occurs later. 

Sec. 2. Section 505.8, subsection 2, Code 1919, is amended 
to read as follows: 

2. The commissioner shall, subject to the-p~ovieione-of 
chapter 17A, establish, publiahL and enforce rules not 
inconsistent with the law for the enforcement of the 
p~oviaiona-of this title and for the enforcement of the laws, 
the administration and supervision of which are imposed on the 
division, including rules to establish fees sufficient to 

" 
.-.. 
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adainiater the lava, where appropriate fees are not otherwise 
provided for in rule or statute, and as necessary to obtain 
fro. persona authorixed to do business in the state or 
regulated by the division that data required pursuant to 
section 145.3 by the state health data caaaiaaion. 

Sec. 1. Section 507.14, Code 1989, is amended by striking 
the section and inserting in lieu thereof the following: 

507.14 OONPIDEHTIAL DOCUMENTS -- EXCEPTIONS. 
A report, preli•inary or final, of an exaaination of a 

d011estic or foreign insurer, and all notes, work· papers, or 
other documents related to an exaainatlon of an insurer are 
not public records under chapter 22 except when sought by the 
insurer to whoa they relate or an insurance regulator of 
another state, and aball be privileged and confidential in any 
judicial oc adalniatrative proceeding except any of the 
following: 

1. An action coaaenced by the coaaiaaioner under chapter 
507C., 

2. An administrative proceeding brought by the insurance 
division under chapter 17A. 

l. A judicial review proceeding under chapter l7A brought 
by an insurer to whoa the records relate. 

4. An action or proceeding which arises out of the 
criainal provisions of the laws of this state or the United 
States. 

S. An action brought in a shareholders' derivative suit 
against an insurer. 

6. An action brought to recover aoneys or to recover upon 
an indemnity bond for embezzle•ent, aisappropriation, or 
•isuee of insurer funds. 

Sec. 4. Section 507C.6, subsection 1, paragraph b, Code 
1989, is amended to read as followsa 

b. To make available to the co .. isaioner any books, 
accounts, documents, or other recordaL o~ informationL or 
property of or pertaining to the insurer and in the 

co .. iasioae~4 a person's possession, custodyL or control. 

__..... 
~~ ........... ~' 
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Sec. 5. Section 508.5, COde 1989, is aaended to read as 

follows: 
508.5 CAPITAL AND SURPLUS REQUIRED. 
A stock life insurance company shall not be authorized to 

transact business under the-provisions-of this chapter with 

less than one two million five hundred thousand dollars 
capital stock fully paid for in cash and oae ~ Billion !!!! 
hundred thousand dollars of surplus paid in in cash or 
invested as provided by law. A stock life insurance company 

shall not increase its capital stock unless the amount of the 
increase is fully paid in cash. The stock shall be divided 

into shares of not leas than one dollar par value each. 
Sec. 6. Section 508.9, Code 1989, is amended to read as 

follows: 
508.9 MUTUAL COMPANIES -- CONDITIONS. 
Level premium and natural preaiua life insurance companiee 

organized under the laws of this state upon the Butual plan 
shall, before issuing policies, have actual applications on at 
least two hundred and fifty lives for an average aaount of one 
thousand dollars each. A list of the applications giving the 
naae, age, residence, amount of insurance, and annual premiwa 

of each applicant shall be filed with the coaaiaaioner of 
insurance, and a deposit made with the commis1ioner of an 

amount equal to three-fifths of the whole annual preaiua on 
the applications, in cash or the securities required by 

section 508.5. In additionL a deposit of cash or securities 
of the character provided by law for the investaent of funds 
tor life insurance coapaniea in the sua of two five Billion 
dollars shall be made with the comaiasioner, which shall 

constitute a guaranty fund for the protection of 
policyholders. fn-no-event-•hell-the The contribution to the 
guaranty fund shall not give to contributors to the fund or to 
other persons any voting or other power in the aanagement of 

the affairs of the company. The guaranty fund Bay be repaid 
to the contributors thereto to the guarantee fund with 

, __ _ 

, 
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interest at six percent fro. the date of contribution, at any 

tiBe, in whole or in part, provided !! the repayment does not 
reduce the surplus of tbe company below the aaount of two 
eillion dollars and then only provided if consent in writing 
for the repayment is obtained fro• the comaissloner of 

insurance. Upon compliance with tbe-provialona-of this 
section, the coaaiasioner sha~l issue to the eutual coapany 

the certificate prescribed in this chapter. 
Sec. 7. Section 5088.1, subsection t, paragraph a, Code 

1989, is ... nded to read as follows: 
a. •plan of conversion• or •conversion plan• means a plan 

authorized by section 5088.1 and, in the case of plana 
authorized by section 5088.], sub1ections 1 and l, includes a 

proc~dure by which the autual coepany's participating policies 
and contracts in force on the effective date of the conversion 

plan are operated by the reorganized coapany as a closed block 
of participating business for the exclusive benefit of the 

policies and contracts included, for dividend purposes onlYTl 
to which are allocated assets of the autual company in an 

amount which together with anticipated revenue from the 
business is reasonably expected to be sufficient to support 

the busineSSTL and which includes, but is not limited to, 
provisions for paj.ent of claims and reasonable expenses, and 
provisions for continuation of current payable dividend scales 

if the experience underlying the scales continuesL and ! 
procedure for appropriate adjust~enta in the scales if the 
experience changes. However, at the option of the mutual 

coapany, soae or all classes of group policies and contracts 
shall not be placed in the closed block but shall continue to 

be eligible to receive dividends baaed on tbe experience of 

s~ch the class or classes. 
Sec. a. Section 5088.2, unnuabered paragraph l, Code 1989, 

ia a.ended to read as follows: 
In lieu of selecting a plan of conversion provided for in 

this chapter, a mutual company may convert to a stock company :r 
'11 
~ w 
II.) 
0 
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pursuant to a plan approved by the co.aissioner. The 
com.issioner or the mutual company aay use any provisions or 
combination of provisions provided for a plan in this chapter 
and may adopt any other provisions which are not unfair or 
inequitable to the policyholders of the mutual company. If a 

•utual company selects this procedure for conversion purposes, 
tbe mutual company shall rei•burse the state for expenses 
incurred by the division in connection with the conversion 
plan e~cept for e~penses that are noraal operating expenses of 
the division. 

Sec. 9. Section 5088.3, aubaection 2, paragraph a, Code 
1989, is amended to read as followsa 

a. The mutual company's participating businesa, comprised 
of its participating po1iciea and contracts in force on the 
effective date of the conversionL shall be operated by the 
reorganized insurer as a closed block of participating 
business. However, at the option of the mutual CQ!p!nx, group 
policies and group contracts aay be u.itted fru. the closed 
block. , 

Sec. 10. Section 5088.3, subsection l, paragraph e, Code 
1989, is amended to read as followsa 

e. The reorganized company or ita parent corporation shall 
issue and sell shares of one or .ore classes having a total 
price equal to the estimated value in the market on the 
initial offering date of e~ch ib! shares. 

Sec. 11. Section 5088.3, subsection l, paragraph g, Code 
1989, is amended to read as followsa 

g. If a purchaser or a group of purchasers acting in 
concert is to attain such control in the initial offering, the 
mutual company shall not, directly or indirectly, pay for any 
of the costs or expenses of the-propoeed conversion of the 
~ company, whether or not the conversion is effected. 

Sec. 12. Section 5088.3, eubsection 3, paragraph b, Code 
1989, is amended to read as follows: 

• ~,1.-· ·"to~ __ ....... ~ ... ---~,. ··'"""-'~·-· -· .. _, -- ....,.,.. 
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b. The participating policyholders• conaideration shall be 
based on the latest annual statement, Updated to the effective 
date of the conversion plan, and filed prior to the effective 
date of the adoption by the board of directors of the plan of 
conversion and. The policyholders' consideration shall be 

equal to the excesa-of-~oth-of-the-folloviet~ 
tlt--Yhe-total-a•o~ne-of-the-•~t~al-e~pear~a-esseta 

acc~elated-fro•-~he-operationa-of-partieipatint-policies-eed 

eontraeta-in-force-on-the-dete-of-the-etata .. nt-o•er-the-•~ 
of-the-total-.-oant-of-eeseta-allocated-to-the-partieipatint 
b~aieeaaT 

tit--Aa-a.oaet-eqaal-to-reser•ae-an4-other-liabilities 
attribata~le-to-anr-groap-pareielpatiet-polieiea-and-contrect• 

eot-ieei~ded-in-the-cloaed-bloc•-ot-partielpating-~~•inesa ~ 

of the total aaount of assets allocated to the participating 
business and an aaount egual to reservee and other liabilities 
attributable to any group participating policies and contracts 

oot included in the closed block of participating business. 
Sec. 1], Section 5088.], aubsectlon ], paragraph j, Code 

1989, is ... nded to read as followaa 
j. ~be liquidation account referred to in paragraph •c• 

.ust be equal to the •~cess of the total aaount of the assets 
of the mutual company as of the effective date of the 
conversion over the sum of the total amount of assets 
allocated to the closed block of participating business and 
the policyholders' consideration and other reserves and 
llabllitiea attributed to policies and contracts not included 
in the amount attributable to policies and contracts in force 
on that effective date. The determinations shall be baaed on 
the latest annual statement of the •utual company, Updated to 
the ~ffective date, and filed before the affective date of the 
conversion plan. The function of the liquidation account 
shell-be is solely to establish a priority on liquidation and 
its e~istence shell does not operate-to restrict the use or 
application of the surplus of the reorganised company except 

-····•<•-·' -~ .... ,v" ........................... \.---.-~~ ........ ~ • ..,::·,:..:t".C..~;· 
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aa specified in paragraph •1•. The liquidation account shall 
be allocated equally as of the effective date of conversion 
a.ong the then participating policyholders. The aaount 
allocated to any ! policy or contract shall not increase and 
shall be reduced to zero when the policy or contract 
terminates. In the event of a complete liquidation of the 
reorganized company, the policyholders aaong which the 

liquidation account is allocated shall-be ~ entitled to 
receive a liquidation distribution in the then amount of the 

liquidation account before any liquidation distribution ia 

made with respect to shares. 
Sec. 14. Section 5088.1, subsection 1, paragraph k, Code 

1989, is amended to read as followa1 
k. At the option of the autual company, the consideration 

to be given in exchange for the policyholders' .. mbership 

interest-or-into-whieh-the-aeaberahip-ia-to-ba-eonwerted 
interests ~ay consist of cash, securities of the reorganized 

coapany, securities of another institution, a certificate of 

contribution, additional life insurance, annuity benefits, 

increased dividends, or other consideration or any combination 
of foraa of consideration. The consideration, if any, given 

to any ! class or category of policyholder policyholders aay 
differ froa the consideration given to another claaa or 
category of policyholders. The certificate of contrlbutioa 
shall be repayable in ten years, equal to one hundred percent 

of the value of the policyholders' membership interest, and 
bear interest at the highest rate charged by the reorganized 

coapany for policy loans on the effective date of the 

conversion. 
Sec. 15. Section 5088.5, unnumbered paragraph 2, Code 

1989, is amended to read as follows: 
The consultant may assist in determining the equity or 

wal~e of the policyholders and or value of the mutual company. 

The consultant may consider the value of the consideration to 
be given to the participating policyholders in exchange for 

House rile 2120, p. 10 

their aeaberahip interests or-into-whicb-t~-.. aberahtp 
intereat-ia-to-be-conwerted and aay consider the valuations 
necessary to carry out the plans provided for in section 
5088.1. Valuations shall be made taking into account the 
latest filed annual statement of the autual coapany, Updated 

to the effective date of the conversion plan, and any 
significant develop-.nta occur~lng subsequent to the date of 

the stat-ent. 
Sec. 16. Section 5088.7, Code ltl9, is a~ended to read aa 

follOWS I 
5088.7 REVIEW OP PLAN BY COMMISSIONII --BlARING . 

AUTHORIZED -- APPROVAl:.. 
The co.aiasioner or insurance shall review the plan. The 

comaiaaioner shall approve the plan if the commissioner finds 
the plan complies with all provisions of law, ia not unfair or 

inequitable to the mutual company and ita policyholders, and 
that the reorgani•ed company will have the amount or capital 

and surplus dee-.4 by the commissioner to be reasonably 
necessary ror its future solvency. The coaaiasioner aay order 

a hearing on the fai~ness and equity of the te~as of the plan 
after giving written notice of the hearing to the mutual 
coapany, ita policyholderaL and other interested persona, all 

of whoa have the right to appear at the hearing. ~ 
incurred in connection with the notice shall be paid by the 

company. 
Sec. 17. Section 5088.11, Code 1989, is amended to read as 

follows: 
5088.11 PROHIBITIONS ON CERTAIN OPPBRS TO ACQUIRE SHARES. 
Prior to and for a period of five years following the 

effective date of the conversion, and in the case of the plans 
of conversion specified in subsections 1 and l of section 

5088.1, five years following the date of distribution of 
consideration to the policyholders in exchange for their 
membership interests, an-o££ieer-or-direetory-tnei~ding-£aai!J 
aeabera-end-their-apoaaeay-o£-the-a~taal-coapeny-or-the 

J: , 
N 
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reerganized-e~pany a person, shall not directly or indirectly 
acquire or offer to acquire er-aeq~ire the beneficial 
ownership of the reorganized ca.pany unless the acquisition is 
made pursuant to a steek-eptien plan approved by the 
commissioner, made pursuant to the plan of converaion, or aade 
after the initial public offering from a broker or dealer of 
registered securities with the securities and exchange 
commission at the quoted price on the date of purchase. !! 
approved plan_may include a stock option plan. As used in 
this section, "beneficial ownership~ meansL with respect to 
any ! security, the sole or shared power to vote or direct the 
voting of the security or the sole power to dispose or direct 
the disposition of the securityT-and-Mfaailr-aeaber•-inei~des 
a-bretherT-ststerT-spo~se7-parentT-grandparentT-aneeatorT-or 

deaeendant-oE-the-eEfieer-or-direetor. 
Sec. 18. Section 5088.1•, unnumbered paragraph z, Code 

1989, is amended to read as follows: 
The reorganized ca.pany or any ! defendant may require-the 

plaintiff petition the court in such an action to give 
security for the reasonable attorney fees which aay be 
incurred by any party to the action. The aaount of the 
security may be increased or decreased in the discretion of 
the court having jurisdiction if a showing ia aade that the 
security provided is or may become inadequate or excessive. 

Sec. 19. Section 508C.5, subsection 6, unnumbered 
paragraph 1, Code 1989, is aaended to read as follows: 

"Impaired insurer" means a aeaber insurer do~ieiled-in-thia 
state which, after July 1, 1987, is either of the following: 

Sec. 20. Section 508C.5, subsection 7, Code 1989, is 
amended to read as follows: 

1. •Insolvent insurer" means a member insurer whichL after 
July 1, 1987, beco•es insolvent and is placed under a final 
order of liquidationT-rehabilitation7 -er-eonaerYation by a 
court of competent jurisdiction. 

.......... 

• 
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Sec. 21. Section SOBC.8, subsection 1, unnU8bered 
paragraph 1, Code 1989, is amended to read as follows: 

If a doaeatic, foreign, or alien insurer ia an i•paired 
insurer, the association, subject to conditions imposed by the 
association and approved by the i•paired insurer and the 
coaaissioner, maya 

Sec. 22. Section 508C.8, subsection 2, Code 1989, ia 
amended by striking the subsection and inserting ln lieu 
thereof the following' 

a. a. If a domestic, foreign, or alien insurer is an 
impaired insurer and the insurer is not paying claims tl•ely, 
then, subject to the approval of the commissioner and to the 
preconditions specified in this subsection, tbe association 
aay do either or both of the following1 

(1) Take any of the actions apecified in aubsection 1, 
aubject to the conditions in that subsection. 

(2) Provide aubatitute benefits in lieu of the contractual 
obligations of the _iapaired insurer solely for health claims, 
periodic annuity benefits, death benefits, supplemental 
benefits, and cash withdrawals for policy or contract owners 
who petition for the benefits under claiaa of emergency or 
hardship in accordance with standards proposed by the 
association and approved by the commissioner. 

b, The association is subject to this subsection only if 
all of the following conditions are met1 

(1) The lawa of the state of domicile provide that until 
all payments of or on account of the i•palred insurer's 
contractual obligations by all guaranty associations, along 
with all interest on the payments and expenses have been 
repaid to the guaranty associations or a plan of repayment by 
the impaired insurer has been approved by the guaranty 
associations all of the following applyr 

(a) The delinquency proceeding shall not be dismissed. 

(b) Neither the i•paired insurer nor ita a~sets shall be 
returned to the control of its shareholders or private 
aanageaent. 

·"· .... ~· . "· ,--;• 
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(c) The impaired insurer shall not be per•itted to solicit 

or accept new business or have any suspended or revoked 
license restored. 

(2) If the impaired insurer is a domestic insurer it has 
been placed under an order of rehabilitation by a court of 

competent jurisdiction in this state; or, if the impaired 
insurer is a foreign or alien insurer it has been prohibited 

from soliciting or accepting naw business in this state, ita 
certificate of authority bas been suspended or revoked in thia 

state, and a petition for rababilltation or liquidation has 
been filed in a court of competent jurisdiction in its state 

or nation of domicile by the ca.alaaioner of that atata or 
similar authority in an alien nation. 

Sec. 23. Section 508C.9, subsection 3, paragraph a, COde 
1989, is a•ended to read as followaa 

a. The amount of a class A aaaeaament shall ba determined 
by the board and to the extant that class A aaaaaamenta do not 
exceed one hundred dollars per company in any one calendar 
year may be made on a per capita basis. ~be-aaaaaa•ent-aha!! 

be-credited-agatnat-f~t~re-iaaolweacr-asseaa•aataT The aaount 
of a class B assessment shall ba allocated for assessment 

purposes among the accounts as the liabilities and expenses of 
the association, either experlanced or reasonably expected, 

are attributable to those accounts, all as deter•ined by tbe 
association and on aa equitable a baaia as is reasonably 
practical. 

Sec. 24. Section 508C.9, aubaectlon 3, paragraph b, Coda 
1989, is amended to read as follows: 

b. Class A assessments in excess of one hundred dollars 

per company per calendar year and class B assessments against 
member insurers for each account shall be in the proportion 

that the aggregate premiums received on business in this state 
by each assessed member insurer on policies or contracts 

related to that account for the three most recent calendar 
years for which information is available, preceding the year 

• 
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of-iapair .. at-or-eaaoiweacr in which tbe lnaurer became 
impaired or insolvent, bear-to is to the aggregate premiums 
received on business in this state by all assessed member 
insureu on policies related to that account for the three 
•oat recent calendar years for which information is available 

preceding the assessment. 
Sec. 25. Section 50BC.9, subsection 5, paragraph a, Code 

1989, la a .. nded to read as followsa 
a. The total of all assessments upon a .. mber insurer for 

each account shall not in any one calendar yaar exceed two 
percant of the inaurar's premiums recalved in this stata 

during the cateadar-rear-precediag-tha-aaaesa•en~ three moat 
recen~ calendar years for which information is available, 
preceding the year in which the insurer becomes !•paired or 
insolvent, on the policies related to that account. If the 

aaxl•wa assessment for anr !n account, together with the other 
asset.a of the association in the account, does not provide in 

any o~e year in the account an amount sufficient to carry out 
the responsibilities of the association, the necessary 

additional funds shall be assessed for the account as-soon 
thereafter in aucceeding yeara as soon aa permitted by this 

chapter. 
Sec. 26. Section 508C.ll, subaectlon 5, paragraph b, Code 

1989, -la a-nded to read as followsc 
b. Stock-diwideeda Distributions are not recoverable if 

the insurer shows that when paid the diatrib~tioa-wea 
distributions were lawful and reasonable and that the insurar 
did not know and could not reasonably have known that the 
distribution distributions •ight adversely affect the ability 

of the insurer to fulfill its contractual obligations. 
Sec. 27. Section 509.16, Cod~ 1989, is amended to read as 

~ollows: 

509.16 PREMIUM RATES APPROVED. 

No An individual policy of credit life or credit accident 
and health insurance or certificate under a policy of group ~ .,.. 

tl 
~ 
0 
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credit life or credit accident and health insurance shall not 
be issued for delivery or delivered in this state unless the 
premium rates charged for the insurance are approved by the 

co.missioner of insurance. 
The commissioner of insurance, after notice and hearing, 

aay adopt rules as are necessary to identify specific methods 
of competition or acts or practices within the business of 
credit life and credit accident and health insurance which are 
unfair or deceptive. 

Sec. 28. Section 509.17, subsection 2, Code 1989, is 
amended to read as follows: 

2. Due consideration shall be given to past and 
prospective loss experience within and outside this state, to 
a reasonable margin for underwriting profit and contingencies, 
to past and prospective expenses both countrywide and those 
especially applicable to this state, and to all other relevant 
factors within and outside this stateT-b~t-ratea-ahall-be 
deeaed-reesoneble-ander-thia-aeetion-and-aeetion-S89Tl6-if 
they-reasonably-aay-be-expeeted-to-prod~ce-a-ratio-of-fifty 

pereent-by-dividing-elataa-incarrad-by-preai~a-earned. 

Sec. 29. Section 509.17, subsection 3, Coda 1989, is 

amended to read as follows: 
3. The commissioner shall, after a public hearing, approve 

a reasonable charge or premium for credit accident and health 
insurance and for credit life insurance as the ca.aissioner 
deems appropriate and necessary for the impleaentation of this 
section. A-eharge-or-preat .. -of-not-aore-than-aixty-ftve 
eenta-per-annaa-per-one-handred-doliara-of-the-initial-aao~nt 

of-deereaaing-tera-credit-life-inaaraneeT-or-ita-aetaarial 
eq~ivalent-for-credit-iife-ina~ranee-written-on-other-then-the 

deereaaing-tera-basisT-shall-be-eonelasively-prea~aed-to-aeet 

the-req~ireaents-of-this-seetionT 

Sec. 30. NEW SECTION. 509.17A SMALL GROUP RATING. 
1. The commissioner shall with all due diligence adopt by 

rule the recommendations of the national association of 

..... ~ ~-~~ ....... &iii ···r ··a; 
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insurance com.iaaioners concerning life and accident or health 
insurance rating practices for ... 11 eaployer groups, provided 
that the final recomaendations are generally consistent with 

tbe following principles& 
a. Better disclosure to the group of ths insurer's group 

.rating practices. 
b. Liaita on the aaount of rate incr ... e that can be baaed 

upon the group's own claia experience ln tbe aaall group 
84rket, 

c. Actuarial certification that the insurer's rating 
practices aeet the requireaents of the national association of 
insurance co .. iaaioners and meet generally accepted actuarial 
practice. 

~. Specific liaitations which .. y be contained in the 
rules adopted pursuant to subsection 1 include, but are not 
llaited to, the followinga 

a. The annual rate increase for a vroup cannot exceed the 
change in the block's new business rate level plus a fixed 
percentage of the average rate level for the block. 

b. The aaxiaua renewal rate within a block of business 
cannot exceed the average rate for that block of business by 

more than a fixed percentage. 
c. The aaxi~ renewal rate in any block of·business of an 

insurer cannot exceed the lowest new business rate for any 
block of business foe that insurer by more than a fixed 
percentage. 

d. Other lialts on tier and duration rating practices. 
3. Within six aontha of adopting any rule pursuant to 

subsection 1, the commissioner shall prepare a report to the 
general aasembly regarding the success, if any, of the rules, 
and make such reco.mendations as necessary, including offering 
proposed legislation, to effectuate the general assembly's 
goals of reducing the potential for abuse in charging higher 
than actuarially justified rates for some small groups and in 
underpricing for new s~all group business. 

........ , .......... "' ....... ·-0' .... _:~ ..... 
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Sec. 31. Section 514A.3, subsection 1, paragraph a, 
unnuabered paragraph 3, Coda 1989, is amended to read as 
follows; 

tfn-addition-to-ineo~po~atint-tha The foregoing provision 
into-the-poiieyy-the-in~urer-ahaii-deiiYer-to-the-inaured-at 

the-tiae-of-deiiYery-of-the-poliey-a-dupiieate-atateaent-of 
the-foregoing-proYision-whieh-ahaii-be-eontained-in 

eonspieuous-print-on-a-separate-and-otherwiae-biank-sheet-of 
paper•t shall be prominently printed on the first page of the 

policy or attached to the policy. 
Sec. 32. NEW SECTION. 5140,9 REGULATIONS REGARDING 

LIMITATION ON COMPENSATION. 
The commissioner shall issue rules to establish •inimua 

standards to assure fair and reasonable benefits, clai• 
payment, marketing practices, and compensation arrangeaents 

and reporting practices for the following classes of policias1 
1. Medicare suppla .. nt insurance. 
2. Nursing home insurance. 
3. Long-tera care insuraaca. 

Sec. ll. Section 515.8, Code 1989, ia ... aded to read aa 
follows; 

515.8 PAID-UP CAPITAL RBQOIRID, 
An insurance company other than ~ life insurance coapany 

shall not be incorporated to transact business upon the stock 
plan with less than one two •illion five hundred thousand 
dollars capital, the entire aaount of which shall be fully 
paid up in cash and invested as provided by law. An insurance 

company other than ! life insurance company shall not increase 
its capital stock unless the aaount of the increase is fully 

paid up in cash. The stock shall be divided into shares of 
not leas than one dollar eacb, 

Sec. 34. Section 515.10, Code 1989, ia aaended to read aa 
follows: 

515.10 SURPLUS REQUIRED, 

I 
I 

I 
I 
I 
I 
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An insurance coapany other than a life insurance coapany 

shall have, in addition to the required paid-up capital, a 
surplus in cash or invested in securities authorized by law of 

not leas than one two aillion five hundred thousand dollars. 
ft-tke-coaaisaioner-ot-insuranee-finds-that-a-eoapanr-ottera 

or-piana-to-offar-oniy-one-kind-of-insuranee-the-eoaaisaionee 
aay-reduee-the-aaount-of-aurpiua-requirady-but-in-no-eYent 

ahali-it-ba-radueed-to-ieaa-than-thraa-hundred-thouaand 
doiiaraT 

Sec. l5. Section 515.11, Code 1919, is aaended to read as 
follOWS I 

515.11 PROHIBITED LOANS. 
Mo-part-of-the-eapitai-retarrad-to Capital, surplus, funds, 

or otbar assets, or any part of any or all of the foregoing, 
shall not be directly or indirectly loaned to any ~ officer, 

director, stockholder, or employee of the ! company or to a 
relative of aar ~ officer or director of the ! company. 

Sec. l6. Section 515.12, subsection 5, Code 1989, is 
amended to read as follows: 

5. The mutual company shall have in cash or in securities 
in which insurance companies are authorlaed to invest, surplus 

ln an aaount not less than two five •1111on dollars. The 
aurp1us so required aay be advanced in accordance with the 

pro•iaiona-of section 515.19. 
Pro•idedy-howe•ary-that-eueh However, the surplus 

requireaents ahaii ~ not apply to a coapany which establishes 
and aaintains a guaranty fund as provided by section 515.20. 

Sec. 37. Section 515.70, Code 1989, is amended by adding 
the fgllowing new unnuabered paragraph; 

NEW UNNUMBERED PARAGRAPH. An alien insurer, with the 
approval of the coaaissioner, aay be treated as a domestic 

insurer of this state in whole or in part. The approval of 
the commissioner aay be baaed upon aucb factors as: 

1. Maintenance of an appropriate trust account, surplus 
account, or other financial mechanism in this state. :t 
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2. Maintenance of all books and records of United States 

operations in this state. 
3. Maintenance of a separate financial reporting systea 

for its United States operations. 
4. Any other provisions deeaed necessary by the 

coamissioner. 
Sec. 38. Section 515.80, Code 1989, is amended by striking 

the section and inserting in lieu thereof the following1 
515,80 FORFEITURE OF POLICIES -- NOTICE. 
A policy or contract of insurance, unless otherwise 

provided in section 515.81A or 515.818, provided for in this 
chapter shall not be forfeited, suspended, or canceled except 
by notice to the insured as provided in this chapter. A 
notice of cancellation is not effective unless .. iled or 
delivered by the insurer to the aa.ed insured at least twenty 
days before the effective date of cancellation, or, where 
cancellation is for nonpay .. nt of a pr .. iu•, assessment, or 
installment provided for in the policy, or in a note or 
contract for the payaent thereof, at least ten days prior to 
the date of cancellation. The notice may be made in person, 
or by sending by mail a letter addressed to the insured at the 
insured's address as given in or upon the policy, anything in 
the policy, application, or a separate agreement to the 

contrary notwithstanding. 
An insurer shall not fail to renew a policy except by 

notice to the insured as provided in this chapter. A notice 
of intention not to renew is not effective unless mailed or 
delivered by the insurer to the naaed insured at least thirty 
days prior to the expiration date of the policy. 

If the reason does not accoapany the notice of cancellation 
or nonrenewal, the insurer shall, upon receipt of a ti~ely 
request by the named insured, state in writing the reason for 
cancellation or nonrenewal. 

Sec. 39. Section 515.81, Code 1989, is amended to read as 
follOWS I 

... ~ "' _...........,. __ .... , -· ·~ " '·· • -~~~l( ~-:._·_:_ 
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515.81 CANCELLATION OF POLICY -- NOTICE TO INSURED OR 

MORTGAGEE. 
Unless otherwise provided in section 515.81A or 515.818, at 

any tiae after the aaturity of a pre•iua, assessment, or 
inatall .. nt provided for in the policy, or any ! note or 
contract for the payaant thereof, or after the suspension, 
forfeiture, or cancellation of any ! policy or contract of 
insurance, the insured may pay to the coapany the customary 
short rates and costs of action, if one has been co~enced or 
judgment rendered thereon, and aay, if the insured so elects, 
have the policy and all contracts or obligations connected 
therewith with the policy, whether ln judg .. nt or otherwise, 
canceled, and all such policy and contracts shall be void; and 
in case of suspension, forfeiture, or cancellation of any ! 
policy or contract of insurance, the insured sbell !! not be 

liable for any ! greater amount than the short rates earned at 
the date of •~eb the suspension, forfeiture, or cancellation 
and the coats of action provided for in this section. ~he 

poliey-aey-be-eeneeled-by-the-inaaranee-eeapeny-by-ser•iee-of 
notiee-ln-vriting-apon-the-insare•-vhieh-notiee-shsll-fix-the 
date-of-eaneellation-vhieh-shali-be-not-less-than-tea-•eys 
after-aer•iee-of-the-notiee~--~he-ser•iee-of-netiee-•ay-be 

aede-ia-persony-or-by-aailing-the-notiee-to-the-insared-st-the 
inaared~s-post-offiee-address-aa-gi•en-ln-or-apon-the-polieyy 

or-to-enother-eddreas-gi•en-to-the-eoapenr-in-vriting-by-the 
insaredT--A-post-offiee-departaent-reeelpt-of-eertified-or 
registered-aatling-shell-be-deeaed-proof-of-reeeipt-of-the 
notieeT If the policy is canceled by the insurance company, 
the insurer may retain only the pro rata premium, and if the 
initial cash preaium, or any part thereof of the premium, has 
not been paid, the policy may be canceled by the insurance 
company by giving notice to the insured as provided in section 
515.80 and ten days' notice to the mortgagee, or other person 
to whom the policy is made payable, if any, without tendering 
any part or-portion of the premiu•, anything to the contrary 

in the policy notwithstanding. 

·"· .. +'+ · ·•·· ' ...... ~ .... ·. , . ..,.··--··· ,, -~r····•na-- ,. .......... _ .. -(~4;...~: 
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Sec. tO. NEW SECTION. 5l5.81C CANCELLATION OR NONRENEWAL 
OP COMMERCIAL UMBRELLA OR EXCESS POLICIES OR CONTRACTS. 

1. As used in this section, •u~rella or excess insurance 
policy• means a commercial line policy or contract of 
insurance providing liability or property coverage over one or 
more underlying policies or over a specified a•ount of self
insured retention. Umbrella or excess insurance policy 
includes policies or contracts written over an u~rella or 
excess insurance policy or policies. 

2. An wabrella or excess insurance policy which has not 
previously been 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. 

l. An umbrella or excess insurance policy which has been 
renewed or which has been in effect for sixty or .are days 
shall not be canceled by the insurer, except as provided in 
section 515.81A, subsections 2 and l, except by notice to the 
insured as required by this section or unless at least one of 
the following conditions occursa 

a. A aaterial change in ths li•its, scope of covera9e, or 
exclusions in one or .ore of the underlyin9 policies. 

b. Cancellation or nonrenewal of one or .are of the 
underlying policies where the policies are not replaced 
without lapse. 

c. A reduction in the financial rating or grade of one or 
more of the insurers insuring one or more of the underlying 
policies based on an evaluation by a recognized financial 
rating organization. 

t. A notice of cancellation is not effective unless mailsd 
by certified mail or delivered to the named insured and any 
loss payee at least ten days prior to the effective date of 
cancellation. A notice of cancellation shall include the 
reason for cancellation of the umbrella or excess insurance 
policy. A post office depart .. nt certificate of mailing to 
the named insured at the address shown in the umbrella or 

--------------------
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excess policy is proof of receipt of the aailing1 however, 
such a certificate of .ailing is not required if cancellation 
is for nonpayaent of pre•ium. 

s. An insurer shall not fail to renew an u•brella or 
excess insurance policy except by notice to the insured as 
provided in this section, however, an insurer aay condition 
renewal of an wabrella or excess insurance policy upon 
requirs .. nts relating to the underlying policy or policies. 
If the requireeents are not satisfied as of the expiration 
date of the ~rella or excess insurance policy, or thirty 
days after aalling or delivery of the notice, whichever is 
·later, the conditional renewal notice shall be dee•ed to be an 
effective notice of nonrenewal. This subsection does not 
apply if the insurer haa offered to renew or if the insured 
fails to pay a pr .. iwa 4ue or any advance pr .. lwa required by 
the insurer for renewal. 

6. A notice of nonrenewal is not effective unless mailed 
by certified .. il or delivered to the ...ad insured and any 
loaa payee at least forty-five days prior to the expiration 
date of the uabrella or excess insurance policy. If the 
insurer fails to meet the notice requirements of this 
subsection the insured has the option of continuing the policy 
for the remainder of the notice period plus an additional 
th\rty days at the pre~iua rate of the existing umbrella or 
excess policy. 

1. Section 515.81A and 515.818 are not applicable to 
u~brella or excess insurance policies except as provided in 
subsection l. 

Sec. tl. Section 515.lt7, Code 1989, is amended to read as 
follOWS I 

515.147 BUSINESS WITH UNAUTHORIZED INSURERS. 
Nothtn9-eontatned-tn-thts This chapter shaii-be-eonatr~ed 

to does not prevent a licensed resident agent of this state 
fro. procuring insurance in certain ~na~thortaed nonad~itted 
insurers prowtdtng-thst if such insurance ia restricted to the J: 
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type and kind of insurance authorized by this chapter and the 
agent makes oath to the commissioner of insurance in such !h! 
form as-is prescribed by the commissioner that the agent has 
•ade diligent effort to place said the insurance in authorized 
insurers and has either exhausted the capacity of all 
authorized insurers or has been unable to obtain the desired 
insurance in insurers licensed to transact business in this 
state. The procuring of any-each-contracts a contract of 
insurance in aneQthoriaed-insQrers a nonadmitted insurer aakea 
such-insurers the insurer liable for, and the agent shall pay, 
the taxes on such the premiums as if e~ch !h! insurer were 
duly authorized to transact business in the state. A sworn 
report of all business transacted by agents of this state iD 
sach-an&Qthoriaed nonadmitted insurers shall be aade to the 
~issioner of insurance on or before March 1 of each year 
for the preceding calendar year, on such the for• as reguired 
~ the commissioner of insurance .. y-reqaireT-SQCh~ 
report shall be accompanied by a re•ittance to cover the taxes 
thereon on the premiums. Any An agent who aakes the oath aa 
eboYe-proYided, pays the taxes on the premiumsL and files the 
report abo•e-proYided7-shall has not be-dee8ed-to-haYe written 
such contracts of insurance unlawfully, and sach-egent-aheli 
is not be personally liable for each !h! contracts. 

Sec. 42. Section 515.148, Code 1989, is a•ended to read as 
follows; 

515.148 BANNED COMPANIES. 
No An agent shall ~ knowingly place insurance, either 

directly or through an intermediary broker, in insurers who 
are insolvent or unsound financially; and in-no-e•ent shall en 
agent not place or renew any insurance with Qneathoriaed 
nonadmitted insurers found by the commissioner of insurance to 
have failed or refused to furnishL in &Qch the .. nner as-is 
provided in section 515.149, information reasonably showing 
the ability or willingness of such the insurers to satisfy 
obligations undertaken with respect to insurance issued by 
them. 

... '\'fo ,...,.._..,....,,,"' ...... _~......., ....... .........__ .. ·-~---··-·· ~-··-~, ... ....:' 
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Sec. 43. Section 515A.2, Code 1989, is amended by striking 
the section and inserting in lieu thereof the following1 

515A.2 DEFINITIONS -- SCOPE OF CHAPTER. 
1. As used in this chapter: 
•· •Insurance• means workers' compensation liability 

insurance. 
b. •Insurer• •eans an insurer wbich lssues a policy of 

workers' compensation liability insurance. 
c. •Policy• means a policy of workers' coapensation 

liab~lity insurance. 
d. •Rate• .. ana a rate for workers' coapensation liability 

insurance. 
e. •aating organization• .. ana a workers' compensation 

rating organization licensed pursuant to this chapter. 
f. •aate filing• .. ana a rate flliog by • rating 

organisation or an insurer. 
2. !bis chapter applies only to workers' compensation 

liability insurance. 
Sec. 44. Section 515£.9, Code 1919, is .. ended by striking 

the section and inserting in lieu tbereof the following1 
515£.9 PURCHASING GROUP RESTRICTIONS. 
A purchasing group shall not purchase insurance from an 

insurer not adaitted in this state unless the purchase is 
effected through a duly licensed agent or broker acting 
pursuant to sections 515.147 through 515.149. 

Sec. 45. NEW SECTION, 515F.l PURPOSE OF CHAPTER. 
1. The purpose of this chapter is to promote the public 

welfare by regulating insurance rates so they are not 
excessive, inadequ.ate, or unfairly discriminatory, and to 
authorize and regulate limited cooperative action among 
insurers in ratemaking-related activities and in other matters 
within the scope of this chapter. This chapter is not 
intended to1 

a. Prohibit or discourage reasonable competition. 

. ..-.-.~ ',•»f 
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b. Prohibit or encourage, except to the extent necessary 

to accomplish its purpose, uniformity in rating ayateas, 
·rating plana, or practices. 

2. This chapter shall be liberally interpreted to carry 
into effect the provisions of this section. 

Sec. 46. NEW SECTION. 515F.2 DEFINITIONS. 
l. "Advisory organization• ••ana an entity, including ita 

affiliates or subsidiaries, which either has two or aora 
me•ber insurers or is controlled either directly or indirectly 
by two or more insurers, and which assists insurers in 
rateaaking-related activities such as enumerated in sections 
SlSP.lO and SlSF.ll. Two or •ore insurers having a coamon 
ownership or operating in this state under co.-on .. nagement 

or control constitute a single insurer for purposes of this 
definition. 

2. "Commercial risk" .. ans any kind of rlak which is not a 
personal risk. 

l. "Developed losses• •eans losses (including loss 
adjuatment expenses) adjusted, uaing standard actuarial 

techniques, to eli•inate the effect of differences between 
current payment or reserve estiaatea and those needed to 

provide actual ultimate loss (including loaa adjust-at 
expense) payments. 

4. "Expenses" .. ans that portion of a rate attributable to 
acquisition, field supervision, collection expenaea, general 
expenses, taxes, licenses, and fees. 

5. "Joint underwriting• aeans a voluntary arrangement 

established on an ad hoc basis to provide insurance coverage 
for a commercial risk pursuant to which two or more insurers 

jointly contract with the insured at a price and under policy 
terms agreed upon between the insurers. 

6. "Loss trending" means a procedure for projecting 
developed losses to the average date of loss for the period 

during which the policies are to be effective. 
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7. "Personal risk• means insurance covering ha.eownera, 

tenants, private passenger nonfleet auta.obiles, and mobile 
hoees, and other property and casualty insurance for personal, 

fa•ily, or household needs. 
8. "Pool" ••ana a voluntary arrang ... nt, established on an 

ongoing basis, pursuant to which two or ~re insurers 
participate in the sharing of risks on a predeter•ined basis. 

The pool .. , operate through an aaaociation, syndicate, or 
other pooling agreement. 

9. "Prospective loss costa• .. ana that portion of a rate 
that does not include p·rovisiona for expenses (other than loss 

adjustment expensea) or profit, and is baaed on historical 
aggreg~te losses and loss adjust•ent expenses adjusted through 
developeent to their ultiaate_value and projected through 
trending to a future point in ti•e. 

10. "Rate" means the cost of insurance per exposure unit 
whether expreaaed aa a single nuaber or as a prospective loss 

cost with an adjust•ent to account for the treatment of 
expenses, profit, and individual insurer variation in loss 

experience, prior to any application of individual risk 
variations baaed on loss or expense considerations, and does 

not include miniaua premiua. 
11. "Residual .. rket mechanisa• .. ana an arrangement, 

either voluntary or ~andated by law, involving participation 
by insurers in the equitable apportionment among them of 
insurance which .. y be offered to applicants who are unable to 
obtain insurance through ordinary aethods. 

12. "Supple .. ntary rating information• includes a manual 
or plan of rates, classification, rating schedule, miniaum 
pre~ium, policy fee, rating rule, underwriting rule, 
statistical plan, and any other si~ilar information needed to 

determine the applicable rate in effect or to be in effect. 
13. "Supporting information" means the experience and 

judgment of the filer and the experience or data of other 
insurers or advisory organizations relied upon by the filer, 
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the interpretation of any other data relied upon by the filer, 
descriptions of methods used in making the rates, and any 
other information required by the commissioner to be filed. 

Sec. 47. NEW SECTION. SlSF.l SCOPE OF CHAPTER. 
This chapter applies to all for•s of casualty insurance, 

including fidelity, surety, and guaranty bonds, including but 
not limited to all forms of fire and inland marine insurance, 
and to any combination of any of the foregoing, on risks or 
operations located in this state. 

This chapter does not apply toa 
1. Reinsurance, other than statutorily authorized joint 

reinsurance mechanisms to the extent stated in section 
515F.ll. 

2. Accident and health insurance. 
l. Insurance of vessels or craft, their cargoes, aarine 

builders' risks, marine protection and indeanity, or other 
risks commonly insured under •arioe, excluding inland aarift8 
insurance, as determined by the oo.aisaioner. 

4. Workers' compensation insurance. 
5. Surplus lines insurance. 
6. Insurance written by a county mutual asaess•ent 

association as provided in chapter 518A. 

Sec. 48. NEW SEC'l'IOH. 515F.4 RATE STANDARDS. 
Rates shall be made in accordance with the following: 
1. Rates shall not be excessive, inadequate, or unfairly 

discri•inatory. 
2. Due consideration •ay be given to past and prospective 

loss experience within and outside this state1 to the 
conflagration and catastrophe haaardsJ to a reasonable aargin 
for profit and contingencies' to dividends, savings, or 
unabsorbed premium deposits allowed or returned by insurers to 
their policyholders, members, or subscribers; to past and 
prospective expenses both within and outside this state; and 
to all other relevant factors within and outside this stateJ 
and in the case of fire insurance rates, consideration shall 

..... ., 
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be given to the experience of the fire inaurance business 
during a period of not less than the aost recent five-year 
period for which experience data is available. 

l. Risks aay be grouped by classifications for the 
establishment of rates and •inimu• premiuas. Classification 
rates aay be aodified to produce rates for individual risks in 
accordance with rating plans which establish standards for 
aeasuring variations in hazards or eapense provisions, or 
both. Standards may measure any differences among riska that 
can be demonstrated to have a probable effect upon losses or 
ezpenaea. A risk classification, however, sball not be based 
upon race, creed, national origin, or tbe religion of tbe 
insured. 

4. The ezpense provisions included io the rates to be used 
by an insurer ahall reflect to tbe eztent possible the 
operating .. thoda of the insurer and ita anticipated expenses. 

s. The rates may contain a proviaion for contingencies and 
an allowance permitting a reasonable profit. In determining 
the reasonableness of the profit, consideration shall be given 
to lnveatment income attributable to unearned preaium and loss 
reserves. Incoae froa other sources shall not be considered. 

Sec. 49. HEW SECTION. 515F.5 RATE FILINGS. 
1. An insurer shall file with tbe coaaissioner, except as 

to inland marine risks which are not written according to 
aanual rates or rating plans, every aanual, •inimum premium, 
class rate, rating schedule, rating plan, and every other 
rating rule, and every modification of any of the foregoing 
which it proposes to use. A filing shall state its proposed 
effective date, and shall indicate the character and extent of 
the coverage contemplated. 

An insurer shall file or incorporate by reference to 

•aterial which has been approved by the comaissioner, at the 
same time as the filing of the rate, all supplementary rating 
and supporting information to be used in support of or in 
conjunction with a rate. The inforaation furnished in support 
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of a filing aay include or consist of a reference to any of 
the following: 

a. The experience or judgment of the insurer or rating 
information filed by the advisory organization on behalf of 
the insurer as permitted by section SlSF.ll. 

b. An interpretation of any statistical data tbe insurer 
relies upon. 

c. The experience of other insurers or rating advisory 
organizations. 

d. Any other relevant factors. A filing and any 
supporting information shall be open to public inspection 
after the filing becomes effective. 

When a filing is not accoapanied by the inforaation upon 
which the insurer supports the filing, the comaissioner may 
require the insurer to furnish the supporting information and 
the waiting period commences on tbe date the inforaation is 
furnished. Until the required inforaation is furnished, the 
filing shall not be deemed coaplete or filed or available for 
use by the insurer. If the requested inforaation is not 
furnished within a reasonable tiae period, the filing may be 

returned to the insurer as not filed and not available for 
use. 

After reviewing an insurer's filing, the ca..iaaioner may 
require that the insurer's rates be based upon the insurer's 
own loss and expense inforaation. If an insurer's loss or 
allocated loss adjustment expense information is not 
actuarially credible, as determined by the co .. iasioner, the 
insurer may supplement ita experience with information filed 
with the commissioner by an advisory organisation. 

Insurers using the services of an advisory organization 
shall, at the request of the ca.alsaioner, provide with a rate 
filing, a description of the rationale for that uae, including 
ita own information and method of using the advisory 
organization's information. 
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2. The commissioner shall review filings as soon as 
reasonably possible after they have been aade in order to 
deteraine whether they meet the requir ... nts of this chapter. 

1. Subject to the exception in subsection t, a filing 
shall be on file for a waiting period of fifteen days before 
it becoaes effective, which period aay be extended by the 
co.missioner for an additional period not to exceed fifteen 
days if written notice is given within the waiting period to 
the insurer or advisory organization whlcb aade the filing 
that additional time is needed for the conaideration of the 
filing. Upon written application by the insurer, the 
co.missioner may authorize a filing which bas been reviewed to 
become effective before the expiration of the waiting period 
or an extension of the waiting period. A filing shall be 
deeaed to aeet the requireaents of this chapter unless 
disapproved by the co .. issioner within tbe waiting period or 
an extension of the waiting period. 

4. Under rules adopted under ~hapter 17A, the commissioner 
aay, by written order, suspend or aodify the requirement of 
filing as to any kind of insurance, or subdivision or 
coabination of insurance, or as to classes of risks, the rates 
for wh~ch cannot practicably be filed before they are used. 
The ca.aissioner may aake an examination as the commissioner 
deems advisable to ascertain whether rates affected by the 
order aeet the standards set forth in section 51SF.4. 

5. Upon the written application of the insured stating the 
insured's reasons, filed with and approved by the 
coa.iasioner, a rate in excess of that provided by a filing 
otherwise applicable may be used on a specific risk. 

6. An insurer shall not make or issue a contract or policy 
except in accordance with the filings which have been approved 
and are in effect for the insurer aa provided in this chapter. 
This subsection does not apply to contracts or policies for 
inland aarine risks as to which filings are not required. 

Sec. SO. NEW SECTION. 515F.6 DISAPPROVAL .OF FILINGS. % 
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1. If, within the waiting period or any extension of it as 
provided in section 51SF.5, subsection l, the coamissioner 
finds that a filing does not meet the requirements of this 
chapter, written notice of disapproval shall be sent to the 
insurer or advisory organization which made the filing, 
specifying in what respects the filing fails to meet the 
requirements of this chapter and stating that the filing shall 
not become effective. If a filing la disapproved by the 
commissioner, the insurer or advisory organization, may 
request a hearing on the disapproval within thirty days. The 
insurer bears the burden of proving coapliance with the 
standards established by this chapter. 

2. If, at any time after a rata has been approved, the 
commissioner finds that the rate no longer aeeta the 
requirements of this chapter, tbe commissioner aay order the 
discontinuance of use of the rate. The order of 
discontinuance may be issued only after a hearing with at 
least ten days' prior notice for all insurers affected by the 
order. The order must be in writing and state the grounds for 
the order. The order shall state when, within a reasonable 
period after the order is issued, the order of discontinuance 
shall be effective. The order shall not affect a contract or 
policy aade or issued prior to the expiration of the period 
set forth in the order. 

l. An insured which is aggrieved with respect to a filing 
which is in effect may aake written application to the 
co .. issioner for a hearing on that filing. The application 
shall specify the grounds to be relied upon by the applicant. 
If the commissioner finds that the application ia made in good 
faith, that the applicant would be so aggrieved if the 
applicant's grounds are established, and that the grounds 
otherwise justify holding a hearing, a hearing shall be held 
within thirty days after receipt of the application, upon not 
less than ten days' written notice to the applicant and to 
every insurer and advisory organization which made that 
filing, 
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If, after hearing, the commissioner finds that the filing 
does not aeet the requirements of thie chapter, the 
commissioner shall issue an order specifying in what respects 
the filing fails to aeet the requlreaents of this chapter, and 
stating when, within a reasonable period after the order is 
issued, the filing shall no longer be in effect. Copies of 
the order shall be sent to the applicant and to every insurer 

.and a~visory organization which aade that filing. The order 
ahall not affect a contract or policy aade or issued prior to 
the expiration of the period set forth in the order. 

Sec. 51, NEW SECTION, Sl5F.7 lM~TIOH TO BE FURNISHED 

INSUREDS -- BEARINGS AND APPEALS OF INSURBDI. 
An insurer ahall, within a reasonable tiae after receiving 

written requaat and upon payaent of reasonable charges set by 
the coaaissioner, furnish to an insured affected by a rate 
made by the insurer, or to the authorized representative of 
the insured, all pertinent inforaation ae to the rate. An 
insurer shall provide within this atate reasonable means for 
the insured aggrieved by the application of its rating syste• 
to be heard, in person or by the inaured'a authorized 
representative, on written request to review the manner in 
which· the rating syatea has been applied in connection with 
the inaurance afforded the insured. If the insurer fails to 
grant or reject a request for hearing and review within thirty 
days after it is made, the applicant aay proceed in the same 
manner as if the application had been rejected. The insured 
affected by the action of the insurer on a request may, within 
thirty days after written notice of the action, appeal to the 
commissioner, who, after a hearing held upon not less than ten 
days' written notice to the appellant and to the insurer, •ay 
affirm or reverse the action. 

Sec. 52. NEW SECTION. SlSF.8 LICENSING ADVISORY 
ORGANIZATIONS. 

1. LICENSE REQUIRED. An advisory organization shall not 
provide a service relating to the rates of insurance subject 
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to this chapter, and an insurer shall not utilize the service& 
of an advisory organization for auch purpoaes unless the 
advisory organization has obtained a license under subsection 
). 

2. AVAILABILITY OF SERVICES. An advisory organization 
shall not refuse to supply any services for which it is 
licensed in this state to an insurer authorized to do business 
in this state and offering to pay the fair and usual 
compensation for the service&. 

3. LICENSING. 
a. APPLICATION. An advisory organization applying for a 

license shall include with ita application all of the 
following: 

(1) A copy of its constitution, charter, articles of 
organization, agreement, association, or incorporation, and a 

copy of its bylaws, plan of operation, and any other rules or 
regulations governing the conduct of its business. 

(2) A list of its members and subsc~ibers. 
(l) The name and addre•s of one or more residents of thi• 

state upon whom notices, proc••• affecting it, or order• of 
the coamissioner may be served. 

(4) A statement showin9 its technical qualification• for 
acting in the capacity for which it seeks a license. 

(S) A bio9raphy of the ownership and aanag ... nt of the 
organization. 

(6) Any other relevant information and documents that the 
commissioner may require. 

b. CHANGE OF CIRCUMSTANCES. An advisory or9anization 
which has applied for a license shall notify the coamissioner 

of every material chan9e in the facts or in the documents on 
which its application was based. An amendment to a document 

filed under this section shall be filed at least thirty days 
before it becomes effective. 

c. GRANTING OF LICENSE. If the commissioner finds that 
the applicant and the natural persons through whom it acts are 

, 
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competent, trustworthy, and technically qu.lified to provide 

the services propoaed, and that all requireaents of the law 
ace aet, the coaaiasioner shall issue a license specifying the 
authorized activity of the applicant. The coaaisaioner shall 
not iaaue a license if the propoaed activity would tend to 

create a .anopoly or to aubstantially leasen tbe competition 
in any aarket. 

d. DURATION. A licenae issued under this section ahall 
reaain in effect for one year unless the licenae is suspended 

or revoked. The ca..isaioner aay, at any time after hearing, 
revoke or suspend the license of an advlaory organization 

which does not comply with the requireaents and standards of 
this chapter. 

Sec. 51. NEW SECTION. Sl5P.9 INSURERS AND ADVISORY 
ORGANIZATIONS -- PROHIBITED ACTIVITY. 

1. An insurer or advisory organization shall not1 
a. Attempt to monopolize, or co•bine or conspire with any 

other person to monopolize, an insurance .. rket. 
b.· Engage in a boycott, on a concerted basis, of an 

insurance aarket. 
2. a. An insurer shall not agree with any other insurer 

or with an advisory organization to aandate adherence to or to 
aandate use of a rate, rating plan, rating schedule, rating 

rule, policy or bond form, rate classification, rate 
territory, underwriting rule, survey, inspection, or similar 
aaterial, except as needed to develop statistical plans 
permitted by section Sl5P.ll, subsection 1. The fact that two 

or more insurers, whether or not members or subscribers of an 
advisory organization, use consistently or intermittently, the 

saae rates, rating plans, rating schedules, rating rules, 
policy or bond forms, rate classifications, rate territories, 

underwriting rules, surveys or inspections or similar 
materials is not sufficient in itself to support a finding 

that an agreement exists. 
l: 
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b. Two or more insurers having a common ownership or 
operating in this state under coa.on aanagement or control .. y 
act in concert between or amon9 themselves with respect to any 
matters pertaining to those activities authorized in this 
chapter as if they constituted a single insurer. 

3. An insurer or advisory organization shall not make an 
arrangement with any other insurer, advisory organization, or 
other person which has the purpose or effect of restrainin9 
trade unreasonably or of substantially lessenin9 competition 

in the business of insurance. 
Sec. 54. NEW SECTION. SlSP.lO ADVISORY ORGANIZATIONS 

PROHIBITED ACTIVITY. 
In addition to the other prohibitions contained in this 

chapter, except as specifically permitted under section 
515F.ll, an advisory organization shall not ~ile or 
distribute reco.mendations relatin9 to rates that include 
profit or expenses, other 

Sec. 55. NEW SECTION. 
PERMITTED ACTIVITY. 

than loss adjustment expenses. 
51SF.ll ADVISORY ORGANIZATIONS 

An advisory organization, in addition to other activities 
not prohibited, may, on behalf of ita ..-bees and subscribers, 

do any or all of the following: 
1. Develop statistical plans including territorial and 

class definitions. 
2. Collect statistical data froa .. mbers, subscribers, or 

any other source. 
3. Prepare and distribute prospective loss costa. 
4. Prepare and distribute factors, calculations, or 

formulas pertaining to classifications, territories, increased 

limits, and other variables. 
5. Prepare and distribute manuals of rating rules and 

rating schedules that do not include final rates, expense 
provisions, profit provisions, or minimum premiums. 

6. Distribute information that is required or directed to 
be filed with the commissioner. 

l ~ ~ .... ~ ... -·-···~~.-.-.. ,,~ 
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1. Conduct research and on-site inspections in order to 
prepare classifications of public fire defenaes. 

8. Consult witb public officials regarding public fire 
protection as it would affect aeabera, subscribers, and 

others~ 

t. Conduct research and collect statistics in order to 
discover, identify, and classify infor .. tion relating to 

causes or prevention of losses. 
10. Prepare policy forms and endor ... ents and consult with 

ae.bers, aubscribers, and others relative to their use and 

application. 
11. COnduct research and on-site inspections foe the 

purpose of providin9 risk information relating to individual 

structures. 
12. COllect, coapile, and distribute past and current 

prices of individual insurers and publish such information. 
13. File final rates, at the direction of the 

~iasioner, for residual market mechanisms. 
14. Collect, coapile, and distribute historical 

inforaation. 

expense 

lS. Furnish any other 
the ~issioner, ·related 

Sec. 56. HEW SECTION. 

services, as approved or directed by 
to those enumerated in this section. 
Sl5F.l2 ADVISORY ORGANIZATIONS--

PILING REQUIREMENTS. 
An advisory organization shall file with the commissioner 

for approval all prospective loss coats and all supplementary 
rating information and every chan9e or amendment or 

•edification of any of the foregoin9 proposed for use in this 
state. The filings are subject to sections Sl5F.5 and 515F.6 
and other provisions of this chapter relating to filings made 
by insurers. 

Sec. 57. NEW SECTION. 51SF.ll POOL AND RESIDUAL MARKET 
ACTIVITIES. 

l. AUTHORIZATION. Notwithstanding section Sl5F.9, rating 
organizations, advisory or9anizations, and insurers 
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participating in joint underwriting, joint reinsurance pools, 

or residual market mechanisms may in connection with such 
activity act in cooperation with each other in the making of 
rates, rating systems, policy forms, underwriting rules, 
surveys, inspections, and investigations, the furnishing of 

loss and expense statistics or other information, or carrying 
on research. Joint underwriting, joint reinsurance pools, and 

residual market mechanisms shall not be deemed advisory 
organizations. 

2. REGULATION. 
a. Except to the extent modified by this section, 

insurers, and joint underwriting, joint reinsurance pool, and 
residual market mechanism activities are subject to the other 

provisions of this chapter. 
b. If, after hearing, the ca..isaioner finds that an 

activity or practice of an insurer participating in joint 
underwriting or a pool is unfair, is unreasonable, will tend 

to lessen competition in a aarket, or is otherwise 
inconsistent with the provisions or purposes of this chapter, 
the commissioner may issue a written order and require the 
discontinuance of that activity or practice. 

c. A pool shall file with the comaieeioner a copy of ita 
conatitution; its articles of incorporation, agre .. ent, or 

association; its bylaws, rules, and regulations governing its 
activities; its members; the naae and address of a resident of 
this state upon whom notices or orders of the commisaioner or 
process may be served; and any changes in ... ndmente or 
changes in the foregoing. 

d. A residual market mechanisa, or plan or agreement to 

implement such a mechanism, and any changes or aaendments 
thereto, shall be submitted in writing to the commissioner for 

consideration and approval, together with information as 
reasonably required by the commissioner. The commissioner 

shall only approve agreements found to contemplate both of the 
following: 
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(1) The use of rates which aeet the standards prescribed 

by this chapter. 
(2) Activities and practices that are not unfair, 

unreasonable, or otherwise inconsistent with this chapter. 
At any time after the agreements are in effect, the 

commissioner aay review the practices and activities of the 
adherents to the agreements and if, after a hearing, the 

commissioner finds that any such practice or activity is 
unfair or unreasonable, or ia otherwise lnconelstent with this 

chapter, the co..iaaioner may laaue a written order to the 
parties and either_ require the discontinuance of the acta or 

revoke approval of the agreement. 
Sec. 51. NEW SECTION. 515P.lt EXAMINATIONS. 

The coaaiasioner aay, as often aa deemed expedient, aake or 
cause to be made an examination of .. ch advisory organization 

referred to in aection SlSF.8 and of each group, association, 
or other organization referred to in section SlSF.ll. The 

reasonable coats of an examination shall be paid by the 
advisory organization or group, association, or other 
organization examined. The officers, manager, agents, and 
e~loyeea of the advisory organization, or group, association, 

or other organization may be examined at any time under oath 
and shall exhibit all books, recorda, accounts, documents, or 

agreements governing its method of operation. In lieu of an 
exaaination, the commissioner may accept the report of an 
examination made by the insurance aupervisory official of 
another state, pursuant to the laws of that state. 

Sec. 59. NEW SECTION. SlSF.lS RATE ADMINISTRATION. 
1. RECORDING AND REPORTING OF LOSS AND EXPENSE EXPERIENCE. 

The coaaiaaioner may adopt reasonable rules for use by 
companies to record and report to the commissioner their rates 

and other infor•ation determined by the coamissioner to be 
necessary or appropriate for the administration of this 

chapter and the effectuation of its purposes. 
J: 
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The commissioner may adopt reasonable rules and statistical 

plans, which shall then be used by each insurer in the 
recording and reporting of ita loss and expense experience, in 

order that the experience of all insurers may be .ade 
available at least annually in the form and detail necessary 

to aid the commissioner in determining whether rating systems 
comply with the standards set forth in section 515F... The 

commissioner may designate one or aore advisory organizations 
or other agencies to assist in gathering the experience and 

aaking compilations, and the compilations shall be public 
documents. 

2. INTERCHANGE OF RATING PLAN DATA. 
Reasonable rules and plana aay be adopted by the 

commissioner for the interchange of data necessary for the 
application of rating plana. 

3. CONSULTATION WITS OTHBR STATES. 
In order to further unifor• administration of rate 

regulatory laws, the commissioner and every insurer and 
advisory organization may exchange information and experience 

data with insurance supervisory officials, insurers, and 
advisory organizations in other states and may consult witb 

them with respect to the application of rating ayat .... 
•• RULES. 

The commissioner may make reasonable rules necessary, 
including definitions of the rate standards contained in 
section SlSF.4, to effect the purposes of this chapter. 

Sec. 60. NEW SECTION. 515P.l6 FALSE OR MISLEADING 

INFORMATION. 
A person, including an insurer, or advisory organization, 

shall not willfully withhold information which will affect the 
rates or premiums chargeable under this chapter from, or 

knowingly give false or •isleading information to, the 
commissioner, a statistical agency designated by the 
commissioner, an advisory organization, or an insurer. A 
violation of this section subjects the one guilty of the 

violation to the penalties provided in section Sl5F.l9. 
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Sec. 61. NEW SECTION. 515F.l7 ASSIGNED RISKS. 
Agreeaents may be aade among insurers with respect to the 

equitable apportionaent among the• of insurance which aay be 
afforded applicants who are in good faith entitled to, but who 
are unable to procure, the insurance through ordinary methods, 

and the insurers aay agree among the•selves on the use of 
reasonable rate modifications tor auch insurance, the 

agreements and rate modifications to be subject to the 
approval of the ca..issioner. 

Sec. 62. NEW SECTION. 515F.l8 EXEMPTIONS. 
The ca.aissioner aay, upon the co.aiasioner's own 

initiative or upon request of any person, by rule, exempt a 
aarket fra. any or all of the provisions of this chapter, if 

and to the extent that tbe exeaptioo ia necessary to achieve 

the purposes of tbis chapter. 
Sec. 63. NEW SECTION. 515P.l9 PBKALTIBS. 
The co .. issioner may, upon a finding that a person or 

organization has violated a provision of this chapter, impose 
a civil penalty of not .ore than ten thousand dollars for each 

violation, but if the violation is found to be willful, a 
penalty of not more than twenty-five thousand dollars may be 

iaposed for each violation. The civil penalties may be in 
addition to any other penalty provided by law. 

For purposes of this section, an insurer using a rate for 
which the insurer has failed to file the rate, supplementary 
rate information, underwriting rules or guides, or supporting 
information as required by this chapter, has committed a 

separate violation for each day the failure continues. 
The ca.aissioner may suspend or revoke the license of an 

advisory organization or insurer which fails to comply with an 
order of the commissioner within the time limit set by the 

order, or an extension of the order. 
The commissioner may determine when a suspension of license 

becomes effective and it shall re•ain in effect for the period 
fixed by the commissioner, unless the commissioner modifies or 
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~eacinds the suspension, o~ until the o~d•~ upon which the 
suspension is based is ~odified, ~escinded, or ~eversed. 

A penalty shall not be iapoaed and a license shall not be 

suspended or revoked except upon a written order of the 
commissioner stating the ~iesioner's findings, made after 

hearing. 
Sec. 64. Section 5078.4, subsection 11, Code Supplement 

1989, is ~ended to read as followaa 
11. Rating organizations. Any violation of section 

Sl5A.l6 515F.l6. 
Sec. 65. Section 515A.21, Code 1989, ia aaended to read aa 

follows: 
515A.21 SCOPE OF APPLICATION, 
Section 515A.20 and sections 515A.22 th~ough Sl5A.25 apply 

to all forms of casualty insurance except thoae-daseribed-ia 

seetions-5l5A.ii-and-5lSATl5 joint underwriting and joint 
reinsurance, assigned risks, and those excluded by section 

515A.2. 
Sec. 66. Section 515A.2l, Coda 1g19, is amended to read aa 

follows: 
515A.2l NONCOMPETITIVE MARKET. 
Unless the commissioner has detarained a aa~ket to be 

competitive, the provisions of sections Sl5ATl ~ through 

Sl5Aol9 515F.l9 apply. 
Sec. 67. Section 515A.24, Coda 191t, is a .. ndad to read as 

follows: 
515A.24 FILING OF RATBS IN A COMPETITIVE MAllET. 
1. Subject to the inland aarine exception specified in 

section 5i5A•47-s~bseetion-S 515F.5, subsection l, a 
competitive filing shall become effective when filed and shall 
be deemed to meet the requirements of section SlSA•3 515F.4 aa 

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 

"' 
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which a~e used in this. state. The ~atea and supplementary 

rate information shall be filed not later than fifteen days 

after the effective date of the rates. 
l. In a co~petitive market, if the commissione~ 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 affective date of the rates · 

all the rates and supplementary rate infor .. tion and 
supporting information as prescribed by the commissioner. 
Upon application by the filer, the ca..lssloner may authorize 

an earlier effective data. 
Sec. 68. Section 515A.25, Code 1919, ia aaended to read as 

fOllOWS I 

515A.25 DISAPPROVAL OP A RATE FILING IN A COMPETITIVE 

MARKE'I'. 

1. If the coamissioner believes that an insurer's rate 
filing in a caapetitive market violates the requirements of 

section Sl5AT3 515P.4 through Sl5F.5, the coaaissioner •ay 
require the insurer to file supporting inforaation. If aftet 
reviewing the supporting information the commissioner 
continues to believe that the filing violates section Sl5A•3 
515F.4 through 515P,5, the cocmissioner shall notify the 
insurer of the insurer's right to petition for a hearing .on 

any subsequent order relating to the filing. 
2. The coamissioner 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. 
l. 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 

requirements of section 5~5A•3 515F.4 through 515F.5. For 
rates in effect at the time of disapproval, the commissioner X ., 

N 
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ahall 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 bearing is held. 

The order may include a provision for premiu• 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 ~~ filed no legally effective 

rates as a result of the co..iasioner's disapproval of a 

filing, the commissioner shall on request of the insurer work 

with the insurer to develop interi• 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 pre•iua 
be placed in an escrow account app.roved by the c0111111issioner. 

When new rates become legally effective, the coaaissioner 

shall order the escrowed funds or any overc~r98 in the 

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

deteraines that the amount involved would not warrant such 
action. 

Sec. 69. Section 518.10, Code 1989, is aaended by adding 

the following new unnumbered paragraph• 

NEW UNNUMBERED PARAGRAPH. An alien insurer, with the 

approval of the commissioner, aay be treated as a doaestic 

inaurer of this state in whole or in part. The approval of 
the co.missioner may be baaed upon auch factors as1 

1. M4intenance of an appropriate trust account, aurplus 
account, or other financial .. chanis11 in this state. 

2. Maintenance of all books and records of United States 
operations in this state. 

l. Maintenance of a separate financial reporting systea 
for its United States operations. 

4. Any other provisions deemed necessary by the 
c0111111issioner. 

Sec. 70. NEW SECTION. 518.25 SURPLUS. 

~ 'll! .. ~ ...... ,_ 
~ ·::'' 
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An association organized under this chapter shall at all 

tiaes maintain a surplus of not less than fifty thousand 

dollar~ or one-tenth of one percent of the groas property risk 

in force, whichever is greater. Reinsurance sufficient to 

protept the financial stability of the coapany is also 

required. The insurance coamisaioner aay require additional 
reinsurance if necessary to protect the policyholders of the 

ca.pany. An association authorised to transact business in 

this state before July 1, 1990, shall .. et this requirement 

not later than July 1, 1993. 
Sec. 71. NBN SICTION, 518A.37 SURPLUS. 

An association organized under this chapter shall at all 
tlaes aaintain a surplus of not leas than one hundred thousand 

dollars. Reinsurance sufficient to protect the financial 

stability of the coapany is also required. The inaurance 

coamiaaioner aay require additional reinsurance if necessary 

to protect the policyholders of the coapany. An association 

authoriaed to transact business in this state before July 1, 

1990, s~ll •eet this requirement not later than July 1, 1992. 

Sec. 72. Section 521A.l, subsection 6, unnumbered 
paragraph 1, Code 1989, is amended to read aa follows: 

Insurer eheii-aean ~ a coapany qualified and licensed 
by the insurance diviaion to transact the business of 

insurance in this state by certificate issued pursuant to 

chapters 508, 5148, 515, 518A, and 520, except that it shall 

not include& 

Sec; 73. 

Sections 5, 6, ll, l4, and 36 of this Act do not affect 

insurance companies which, on or before the effective date of 

this Act, were authorized to transact business in this state. 
'sec. H. 

Section 1 of this Act, applies to all indebtedness 
contracted for, general obligation bonds issued, or insurance 

agreements entered into or renewed pursuant to section 296.7 
on or after the effective date of section 1, but shall not 

~.! 
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apply to an act permitted by section 296.7 at any time prior 

to January 1, 1990. 

Sec. 75. 

Sections 1 and 74 of this Act, being deemed of immediate 

importance, take effect upon enactment. 

I Sec. 76. Sections 515A.l through 515A.l9, Code 1989, are 

repealed effective July 1, 1992. 

Sec. 77. 

The Code editor shall transfer sections 515A.20 through 

515A.25 to be a division of new chapter 515F. 
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