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1 An Act relating to legal expense insurance by regulati~g the sa~e 

of contracts providing reimbursement for legal expenses in 

consideration of a specified payment for a period of time, 

establishing a premium tax, and providing penalties. 
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IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF TOWA: 

SENATE FILE 332 
S-3184 

l 1\.mend Senate File 332 as follows: 
2 
3 
4 
5 
6 
7 
8 
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10 
11 
12 
13 
14 
15 

1. Page 2, line 16, by striking the word ''by'' and 
inserting the following: ''through''. 

2. Page 2, line 19, by striking the word "by'' and 
inserting the following: ''through''. 

3. Page 3, line 29, by striking the words ''or 
paralegal personnel". 

4. Page 6, by striking lines 14 through 27. 
5. Page 10, lines 2 and 3, by striking the words 

"attorney general for reference to the supreme court'' 
and inserting the following: ''Iowa state bar 
association committee on orofessional ethics and 
conduct pursuant to the provisions of supreme court 
rule 118". 

6. By renumbering as necessary. 

S-3184 FILED MARCH 8, 1989 

By RICHARD RUNNING 
... ~9NALD DOYLE 

PJJlpvd -.I; ~--se; (p. r;z;) 
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S.F. ~~~ H.F. 

l S?ction 1. NEW SECTION. 5l5F.l PURPOSES. 

2 This chapter shall be loberally interpreted in order to do 

3 the following: 

~ 1. E~courage the development of effective and economically 

5 SOI!nd methods for making legal. services more readiJ.y 

5 avai1.able. 

, 2. Protect the :nterests of the users of legal serv~(;2s 

tte p~blic o~ ~~is state ! ...._, 
W..i.. Ll1 

12 00 r;~omoters r2ther th?r or ~he cc~sumers. 

l. -~ 

:5 ~cacz.~.caJ. ~r16 reascn~bl: financial and ~P·;U~2torv 

16 reqt:iremen~.s. 

17 5. Permic and encourage fair and effective competition 

18 among :r.e vazious sysLems of financing legal services. 

19 6. Maintain a high level of quality and conformity to 

20 professional standards in the performance of legal ser~ices. 

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

22 As used in this chapter unless the context otherwise 

21 require:s: 

24 l. ''Comrnissioner" means the commissioi'l€r of ins:1rance. 

2') 2. ''Insurer'' means any person who obtains a certificate of 

26 auti1ority ~nder this chapter. 

27 3. ''Legal insurance'' means the assumptioc of a contractual 

28 obligation to provide specified legal services or 

?.9 reimbursements for legal expenses in consideration of a 

30 specified payment for an interval of time, regardless of 

31 whether the payment is made by the beneficiarles individually 

32 or by a third person for the beneficiaries, in such a manner 

33 that the total cost incurred by assuming the obligation is to 

31 be spread directly or indirectly among a group of persons. 

35 ''Contractual obligation'' as used in this subsection includes 
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l any arrang2ment giving rise to a reasonable expect.ati.orl of an 

2 enforceable right. "Legal insurance" does not include the 

3 provis1on of or reimbursement for legal se~vices incid~ntal to 

4 other insurance coverages. 

5 The following are not considered insurance or legal 

6 irtsurance under the insurance laws of t~is state: 

7 a. A retainer contract made with an individ11al client with 

8 the fee based on an estimate of the nature and amount of 

9 services that will be provided to the spec~fic client, or a 

tO similar cor1tract made with a group of clients involved irl th~ 

ll s...:::nc- o!.· c~.osely related legal ma::te:-, s11ch as a class nc~.iGrt. 

12 b. A plan providing limited benefits on simple legac 

13 matters on an informal basis, not involving a legally binding 

14 pcomise, in the context of an employment, educational, or 

15 simiiar relationship. 

JS-f.-G c. Legal serv1ces provided by unions or employe<" e :7 associati.ons to their members in matters relating to 

18 employment or occupation. 

_=:,;<;'-jl9 d. Legal services provided by an agency of the federal or 

20 state government or governmental subdivision to its employees-

2l Sec. 3. NEW SECTION. 515F.3 AU~HORIZATION REQUIRED. 

22 1. A person shall not transact the business of legal 

23 insurance in this state without first obtaining a certificate 

24 of authority from one of the following sources: 

25 a. Under this chapter. 

26 b. Under the general laws pertaining to insurance. 

27 2. A person may apply to the commissioner for and obtain a 

28 certificate of authority to transact the business of legal 

29 insurance in compllance with this chapter. This sectiort does 

30 not by itself enlarge ~he powers of. any corporation given by 

3: its articles of incorporation or charter, but does authorize a 

37 corporation formed tlnder the general business, insuranc0, or 

33 general nonprofit corpora~ion laws of this state to include trl 

34 its powers the authority to transact legal ir1surance. 

JS 3. An applicaticrl shall be j_n a form prescribed by the 
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l commissioner. If the applicant is not domiciled in this 

7 state, the application must be accompanied by a power of 

3 attorney duly executed by the applicant appointing the 

4 commissioner, and the commissioner's duly authorized deputies, 

5 as the true and lawful attorneys of the applicant in and for 

6 this state, upo" whom 

7 or proceeding against 

all 

the 

lawful process in any legal action 

applicant on a cause of action 

8 arising 1n this state :nay be served. 

9 Sec. 4. NEW SECTION. Sl5F.4 CONDITIONS !"OR ISSUING 

10 CERTIFICATE OF AUTHORITY. 

ll Upon receipt of an application for a certificate of 

17 authority, the co~~issior.er shall issue or deny a certificate 

13 pursuant to chis chapter within thirty days of the 

14 ~pplication, which may be extended for an additio11al thirty 

15 days by notice to the applicant prior to the expiration of the 

2.6 first thirty days. A certificate of authority shall be issued 

l7 upon payment of the applica~ion fee prescribed in section 

i.8 SlSF.lB of th.:s chapter, if the commissioner :s satis!:ied that 

!9 all of the following conditions are met: 

20 , .. •rhe persons responsible for the conduct of the affairs 

21 of the applica~t are competent, trustworthy, and of good 

2:! reputation. 

23 2. The applicant demOilStrates the willingness and abi1ity 

24 to assure that the promised benefits can be provided. In 

25 maki.ng this determination the commissioner shall consider so 

26 Ear as applicable all of the following: 

/J a. The adeqtaacy of capital and surplus considered in 

28 relation to the other items in this section. 
:o ;'( . .'__., 9 
-··'> 7 L. b. Any agreement with lawyers 

30 the provision of legal services. 

or paralegal personnel for 

31 c. The financial soundness of the applicant's arrangements 

32 for legal services and the schedule of rates proposed to be 

33 used in connection with the arrangements for legal services. 

34 d. Any agreement with another person authorized under this 

35 chapter, an insurer licensed under the general insurance laws 



- to do business in this state, a t·einsu~er elicible !Jnder thP 

2 l~ws or :ules cf ti;is state to . d . prnv1 e re1~su~a~ce, Gr 

3 agency of the c • • , eaeraJ or state governnL?i!C f. or i;:sur ing 

-1 p.J.y;nenl of the cost of legc1 serv:..ct:>s ur LhP pr:·cvision for 

5 aulOQatlc applicability oE ~n alte~~at~.ve cover2ge if the 

7 e. Any surel.y bend or depcsit of c~sh or securities c~ a 

a guarantee th~t the obligations will be d~J.y perfor~:edA 

9 If the applicant is licensed as an insurer un~er ott12r 

lO 1nsurance laws of this state, whecher the applicant has 

!l com~lied ~ith the requirements of those laws. 

l2 Sec. 5. NEW SEC~ION. 515F.5 R£GULATION OF POLICY FORMS 

l3 AND RA'I'EE. 

14 l. a. A contractual obligation for legal insurance shall 

!5 be e~idenced by a policy or master policy. Legal insurance 

J.6 may be written on an individual, group, blanket, or fr,lnchise 

17 basis. Each person 1nsured under a group policy must be 

18 issued a certificate of coverage. A legal insu~ance policy or 

i9 certificate of any kind shall not be issued or de!ivered in 

20 this s'ate unless and until a copy of the policy or ffiaster 

21 policy and cert1ficate of coverage has been filed with and 

22 approved oy the commissioner. 

23 b. The policy or master policy and certificate of coverage 

24 must meet al~ of the following requirements: 

25 (1) A policy or master policy must contain a detailed list 

26 and description of the legal services promised or the legal 

27 matters for which expenses are to be reimbursed and the amount 

28 of reimbursement. 

29 (2) A policy or certificate unde: a master policy must 

30 ie1d.i.cate pro:nineatly the nar.1e of the .insurer and the full 

31 address of its principal place of business. 

32 (3) A certificate issued under a g'oup policy may 

33 summar~ze the- te:ms of the mas~er cor.tract but must contain a 

34 full and clear statement of the benefits provided. 

35 c. ~h~ comrnissioner :na.y disapurove the form of a policy,. 



1 master policy, or certificate of coverage if the commissioner 

2 finds that it fails any of the following: 

3 (l) Does not meet the requirements of subsection ''b''. 

4 (2) Is unfair, unfairly discriminatory, misleading, 

5 obscure, or encourages misrepresentation or misunderstanding 

6 of the contract, including cases where the form does any of 

7 the following: 

8 (a) Provides coverage or benefits that are too restricted 

9 to achieve the purposes for which the policy is designed. 

10 (b) Fails tc attain a reasonable degree of readability, 

ll simplicity, and conciseness. 

12 (c) Is misleading, deceptive, or obscure because of its 

L3 physj.cal aspects such as fermat, typography, style, color, or 

14 organ~zation. 

) ~ .. ~· (3) Provides coverage or benefits or contains other 

l6 provisions that would endanger the solvency of the insurer. 

17 ( 4 ) Is contrary to law. 

te 2. a. Rate filing and rate review procedures appllcabie 

19 ~o this chapter shall b~ those set out in chapter SlSA and 

20 supporting rules. 

21 o. The ratPs of a legal 2xpense insurer ~ust meet all of 

22 the following cequirements: 

23 (1) ~he rates must be estat>lished and justified in 

24 accordance Wlth generally accepted insurance principles, 

25 including but not limited ~o the experience or jt1dqment of the 

7.6 insurer making the cate filing or actuarcal computations. 

27 (2) The rates shall not be excessive, inadeq••ate, or 

28 11nfairly discrimlnatory. Rates are not unfairly 

29 discriminatory because they are averaged broadly among persons 

30 insured under group, franchise, or blanket policies. 

31 c. The commissioner 

32 modify the requirements 

may by written order, suspend, 

of filing for any r1sk, group, 

or 

or 

33 class of risk, the rates for which cannot practically be filed 

34 before they are used. 

3. If the commissioner determines that a form reviewed 
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l under subsection l or a schedule of rates reviewed under 

2 subsection 2 complies with the requirements of this section, 

3 the commissioner shall approve the form or schedule within 

4 thirty days, which may be extended for an additional thir~y 

5 days, by notice in writing to the person making the filing 

6 pr1or to the expiration of the first thi:ty days. If the 

7 commissioner disapproves a filing the commissioner snall 

8 notify the person making the filing in writing specifying the 

9 reasons for disapproval. A hearing shall be granted within 

10 thirty days after a request in writing by any person aggrieved 

11 by the decision of the commissioner. The comm1ssioner may, 

12 after notice and hearing, disapprove any rate that has been 

13 previously approved. 

"·i~ 4. A schedule of compensation paid either directly to 

15 lawyers or beneficiaries as reimbtirsement of costs incurred 

16 for covered legal services shall be filed with the 

17 comm1sstor.er within thirty days after its use. The 

i8 comm1ssioner may disapprove the use of any schedule in whole 

19 or iP p~rt after a hearing if the commissioner finds the 

20 compensation to be unreasonable in relation to the services 

21 provided. In rr.aking this determination the commissioner shall 

22 consider, to the extent appropriate, all of the following: 

23 a. 

24 in c:,e 

25 b. 

The usual customary fees charged by lawyers 

area w~ere the services are provided. 

The services to be provided. 

generally 

26 c. The extent to which participation in the plan 

27 guarantees lawyers a steady flow of employment and income. 

28 s. The commissioner may requ1re the submission of any 

29 information deemed by the com:nissiontcr to be relevant and 

30 reasonably necessary ~o determine whether to approve or 

Jl disapprove a filing made pursuant to subsection l, 2, or 4. 

32 Sec. G. NEW SECTION. 515F.6 SEPARATE ACCOUNTS. 

33 Except for employee welfare benefit plans regulated under 

34 the federa: Employee Retirement Income Security Act, a persu:1 

35 transacti.ng the business ot legal i.nsurance and a~y b~sirtess 
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1 other than insurance shall transact legal insurance wholly 

2 through a segregated account in accordance witlt al.l of the 

3 following requiremPnts: 

4 1. The segregated account must satisfy the fi11ancial 

5 requirements for issuance of a certificate oF authority. 

6 2. Except as provided in subsections 6 a~d I, the income 

7 and assets attributable to the segregated account shall a:ways 

8 remain identifiable within the account but unless the 

9 corrunissioner so orders, the assets need not be kept physically 

10 separate from other assets of the person. The income, gains, 

ll and losses, whether or not realized, from assets attributable 

~2 to the segregated account shall be credited to or charqed 

13 against the account without regard to other income, gains, or 

14 :osses of the person. 
1 c 

"" 3. Except as provided in subsection 4, assets att;ih••t~ble 

16 to a segres~ted account shall not be chargeable with any 

17 liabilities arising out of any otl1er business of the pers011, 

J.!l r.or shall any assets not attributable t:o the acco,Jnt be 

19 ~hargeable with any liabilit!es arising out of the account. 

20 4. The segregatec account shall be dee~ed an insurer 

21 within tre :t1~~aning of chapter 507C. Claims remaining l(npaid 

22 after cc~pletion of the liquidation under section 507C.42 

23 shall be lie~s c~ the interests of shareholders, if any, in 

2~ all of the person's assets that are not liquidated. 

25 5. Assets allocated to segregated accounts are the 

26 property of the person, which is not and shall not hold itse~f 

27 cJut to be a trustee of the assets. 

28 6. A person may allocate a portion or part of a part1cular 

29 asset to the segregated account . 

.10 7. '!'he person may !Jy an identifiable act transfer assets 

31 to or from the segregated account if both 

32 conditions are satisfied: 

33 a. The terms are fair and reasonable. 

34 b. The books, accounts, and records of 

35 maintained so as to clearly and accurately 

-7-
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1 precise nature and det~ils of th~ transaction. 

2 Sec. 7. NEW SECTION. 5l5F.7 MANi\GEM!::NT AND EXCLUSIVE 

3 CONTRACTS. 

4 l. An insurer shall not enter into any exclusive agency 

5 contract or management contract, ~nless the contract is first 

6 filed with the commissioner and not dis~pproved u~der this 

7 section within thirty days after fili~g, or Stich reasondble 

8 extended period as the co~~issioner may specify by notice 

9 within the thirty days. 

10 2. The commissioner shall disapprove a contract under 

il subsection l if the commissioner finds that any of the 

12 following conditions exist: 

13 a. The contract subjects the insurer to excessive charges. 

l4 b. The contract extends for an unreasonable period of 

15 time. 
16 c. The contract does not contair1 fair and adequate 

11 standards of performance. 

18 d. The persons empowered under the contract to manage the 

19 insur~r are not sufficiently trustworthy, competent, 

2C experienced, or free from conflict of iDterest to manage the 

21 ~nsurer wich d~e regard for the interests of its insureds, 

22 cred:tor5, or the public. 

23 e. The contract contains provisions which impair the 

24 interests of ~ne insurer's insureds, creditors, or the public 

25 1n this state. 

26 Sec. 8. NEW SECTION. 51SF.8 ANNUAL REPORT. 

27 An insurer 3hall ann~ally, on or before the first day of 

28 fi.il.:ch, file with the commissioner a report verified by at 

29 least two principal officers. T!-:e repon shall be on forms 

10 prescribed by the commissioner ar:d shall include all of the 

31 following: 

32 1. A financial statement of the insurer's legal insurance 

33 business including all of the following: 

34 a. Its balance sheet. 

JS b. Its receipts and disbursements for the preceding year. 

-8-



1 2. Any material changes in the information submitted 

2 pursua11t to section 5l5F.4. 

3 ). Information about the number of persons protected and 

4 terminated as may be required by the comm1ssioner. 

5 4. Other information relating to the performance of the 

6 insurer as is necessary to enable the commissioner to enforce 

7 and administer this chapter. 

8 Sec. 9. NE:~ SECTION. 515F.9 RESERVES. 

9 An insurer must maintain the reserves necessary for the 

10 sound operation of the business including unearned pre~it1m 

ll reserves. The amount and manner of calculating these reserves 

12 shaJ.l be determined by rule by the commissioner in accordance 

13 with section 515F.l7. 

14 Sec. l 0. NEW SECT ION. SlSF. l 0 INVESTMENT OF JI.SSE'rS. 

15 The investable funds generated through the transactio~ <If 

L6 the business of legal insurance by a person who is not 

lJ lic~nsed to transact other lines of insurance shall be 

18 i!lvested in securities or other investments permitted by the 

19 laws oE this state for the investment of assets of life 

20 insurdnce cr in s:1ch other securities or investments as the 

21 cont'1ti.ssi::;ner permits. 

22 Sec. ll. NEW SECTION. 515F.ll TRAD~ PRACTICES. 

23 Chapter 5073 applies to persons transacting the business of 

24 legal insura~ce except as the chapter is inconsister1t with an 

2S express provision of this chapter. 

26 Sec. 12. NE\~ SSCTION. Sl5F.l2 LiCENSING OF' AGENTS. 

27 The commissionec ~ay, in accordance with section 5l5F'.l7 

28 adopt reasonable rules to provide for the Llcens•ng of agents 

29 transacting or selling legal expense insurance. 

30 Sec. 13. NEW SECTION. 515F.l3 EXAMINATIONS. 

31 l. The cowmissioner shall make an examination of the 

32 affairs of any insure' as often as deemed necessary for the 

33 protection of the interest of the people of this state. 

34 2. Section 507.8 shall apply to examinations cond~cted 

35 pursuant to subsection 1. 

-9-



_, 

s .. r " ., ~' 

:;_.l-'·'ll;o;:-1". :. ... ·._,_-

l Sec. 14. NEil Si::CTION. 515!?. 14 PROFFSSJ_O~t\L ~:TH..i.CS. 

The commissioner shall report to the attorney ge~eral (or 

3 reference to the supreme co11rt any information whlch the 

4 commissior;er cor.siders to l::>e of st.:Osta!:c~, rela.!'".ing to 

5 possible violatiol~S of the code of professional 

6 responsibility. 

Sec. 15. NEW St:CTION. Sl5F.!5 REVOCATION OF CERTIFICATE 
---·-·-·· 

8 OF AUTHORITY. 

~ 'l'he cornmi:;;sionet may suspend, revoke, or refuse to ren~w 

10 ar1y cer~ificate of authority to a person transacting the 

ll business of legal insurance p~tSIJant to section 522 .. 3. 

l2 Sec. 16. NEW SECTION. 5l5F.l6 SUPERVISION, 

l3 h£EABILITP..'l'ION, AND C,IQUIDATION. 

14 Chapter 507C shall apply to a person transacting the 

lS business of legal insurance under the provisions of this 

16 chaptec. 

17 Sec. 17. NEW SECTION. 515F.l7 ADOPTION OF RULFS. 

!8 The co~oissioner may adopt pursuant to chapter l7A such 

'9 reasonable rules as are necessary or proper to carry out the 

2G provisions of this chapter. 

71 Sec. 1f. NE~ SECTION. 5l5F.18 FEES. -----·---
?2 A person subject to t~is chapter shall pay to the 

2J commissioner 

2 4 Sec. 19. 

. " .- . d b • . '1" 2' t .. e ~ees :equ1re y sec .. 1ons :> ~. ~ 

NE'Ii SECTION. 5lSr.J'J TAXA'l'ION. 

and 51'>.128. 

25 Leg~l insurance premiums s~ail oe taxab~e under the 

26 provisions of section 432.~. 

27 Sec. 20. NEW SECT!ON. 5l5F.20 PUBLIC DOCUMENTS. 

28 A11 application, filing, or report required under this 

?9 chapter is a p~blic document. 

JCI Sec. 21. NEW SECTION. 5i5F.2: UNAUTHORIZ~D !NSURANCE. 

3J Subject tc the provisions of this chapter, chapter S07A 

32 shall apply to a person transacting the business of legal 

33 insurance. 

3~ Sec. ?2. ~EW SECTION. 5~5?.22 APPLICABZLITY OF GENERAL 

35 INSURANCE LAW TO INSC:RANCE COMPANIES. 
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l The provisior1s of the state's general ins!1rar1ce laws apply 

2 qen~rally to legal insurance offered by an insurer licensed to 

3 write other kinds of insurance; provided that legal insurance 

4 sold by such a~ insurer under a certificate of authority 

5 obtained under this chapter shall be regulated by the 

6 provisions of sections 51SF.l through 5l5F.5, 515F.7, 515F.l2, 

7 515F.l4, 5J5F.l7, and 515F.l9 instead of the corresponding 

8 sections of the general insurance law. 

9 Sec. 23. NEW SECTION. 5l5F.23 APPLICABlLITY OF GENERAL 

10 INSURANCE LAW TO ALL LEGAL INSURERS -- HEARINGS AND APPEALS. 

~l ' L • An order or rule of the commissioner issued under this 

12 chapter shall be subject to the provisions of the state's 

lJ general insurance laws and the provisions of the 

14 adminiscrative procedures Act, chapter l7A, relating to 

lS hearings and appeals. 

16 ~- Except as otherwise provided in this chapter, the 

11 pcov:sions of the general insurance law shal.l not apply to 

J.8 iJlsuce~s authorized to transact the business of legal 

19 insurar.se ~nder this chapter. 

20 Sec. 24. NEW SECTION. 515F.24 TRANSIT!ON PROVISION. 

21 A petson transacting the business of legal ins~rance as of 

22 the effective date of this Act shall subm~t a~ application for 

23 a ce~·clfic3~E o~ authority under section 515~.4 within ninety 

). li days uf tht: effective date of this Act and the appl i.cant 

25 continue "" c~ operate until the CollUniss ioner acts upcn the 

26 applicatioP. If an application is denied under section 

27 515F.4, the applicant shall be ~:eated as a legal 1nsurer 

28 whose certificate of authority has been revoked. 

29 E:XPLANATION 

30 This bill authorizes the division of 1nsurance of the 

31 department of commerce to regulate the business of legal 

32 expense insurance. 

may 

33 Section l details the pucposes for regulating legal expense 

34 1nsurance. 

35 Section 2 provides key de~initions, including "legal 

-11-
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l insuranceu and whctl: is no:. cvnsidc·reci !.egai ir.suranc~. i·'or 

2 example, the typical legal retainer contract is not lega~ 

J expense 1nsurance nor are legal services provided by a 1101011 

4 to its members. 

5 Section 3 requires a legal expense ins~rer to obtain a 
fi ~ertiEicate of authority by applicatio~ to tt1e commissioner (lf 

7 lnsur.ance. 

8 Section 4 details the conditions for issuance of a 

9 

10 

ll 

12 

' ~ J.-J 

14 

15 

16 

17 

1 8 

1.9 

certificate of aut~ority, including tests of financi2l 

soundness. 

Section 5 provides for the review and approval of pol1cy 

forms, rates, and schedules. 

Section 6 requires a legal expense insurer to maintatn 

separate accounts for its legal expense business segrega~ed 

from any o~her business the insurer engages ir.. 

Section 7 permits the commissioner to review and disc:pprove 

excl.•s:ve agency or management contracts. 

Section 8 requires a legal expense insurer to submit an 

annual report on or before March 1. 

20 Section 9 rGquires a legal expense insurer to maintain 

21 minimum reserves to protect the financial solvency of the 

22 insurer. 

23 Section 10 permits a legal expense insurer to invest Eunris 

24 generated in the same ma~~er as lite ins~1rance companie~ or 

25 otherwise as permitted by the co~missioner. 

26 Section l~ makes the !nsurance trade prac~ices provision~ 

27 cJt chaptec 507B a9p~icable to pe:sor~s e~gagerl in lega; expe;~se 

28 insurance. 

29 Section 12 permit-_s tr.e corrun1ssioner to require licensing ,)f 

30 agen:s se~ling legal expense insurance. 

31 Sec: ton l3 requires the comrnissic~er to conduc~ an 

32 examination of a legal expense insurer when necessary tor the 

31 prctection ot the p~~lic interest. 

34 Section 14 requJ.:es che corrccnissioner to report to the 

35 attorney general and the supreme court any possible v~o~aricns 

-12-
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1 of the lawyers' code of professional respo~sibility 

2 encountered by the commissioner. 

3 Section 15 authorizes the conunissioner to suspe:~d, revoke, 

4 or refuse to renew a certificate of authoricy of a legal 

5 expense insurer. 

6 Section 16 subjects a legal expense insurer to the 

7 rehabilitation and liquidation provisions of chapter 507C. 

8 Section 17 grants the commissioner general authority to 

g adopt rules to implement this bill. 

10 Section 18 se~s fees for persons engaged in the legal 

11 exper1se insurance busir1ess equal to those provided for under 

12 sections 515.128 and 511.24. 

13 Section 19 establishes the rate of taxation of legal 

1.4 expense insurance premiums at two per centum. 

15 Section 20 provides that applications, Llings, and reports 

!_6 rn~de under the proposed chapter are public documents u~der the 

l7 state's public records law. 

18 Seccco~ 21 makes chapter 507A penalties for transacti:~g 

L~ urtauthorized insurance applicable to unaut~or~zed transactions 

20 regarding legal expense insurance. 

21 Sectio;o 22 ?!"ovides tiv~t an insurance con:pany already 

22 licensed ~nder the general insurance laws of ~his state may 

23 engage i~ legal expense insurance subject to certai:1 

24 conditio:~s. 

25 Section 23 applies the general insurance laws of the state 

26 ar1d administrative procedure laws to legal expense insurers 

27 with regards to hearing and appeal procedures. 

28 Section 24 regulates the issudnce of a certificate of 

29 authority to a legal expense insurer already transacting 

30 business in the state upon the effective date of this Act. 

31 

32 

33 

34 

35 
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Section 1. NEW SECTION. SlSF.l PURPOSES. 1 

2 This chapter shall be liberally interpreted in order to do 

3 the following: 

4 1. Encourage the development of effective and economically 

5 sound methods for making legal services more readily 

6 available. 

7 2. Protect the interests of 

8 and of the public of this state 

the users of legal services 

with a minimum of restriction 

9 on experimentation with new forms of organization, 

10 administration, or benefits. 

11 3. Place the risk inherent in experimentation by new plans 

12 on promoters rather than on the consumers. 

13 4. Permit and encourage the provision of legal services 

14 through persons other than professional insurers suoject to 

15 practical and reasonable financial and regulatory 

16 requirements. 

17 5. Permit and encourage fair and effective competi:ion 

18 among the various systems cf financing legal services. 

19 6. Maintain a high level of quality and conformity ::o 

20 professional standards in the performance of ~egal services. 

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

22 As used in this chapter unless the context otherwise 

23 requires: 

24 

25 

26 

' 4. ''CortlJ'Tiiss ione r" means the co~missioner of insurance. 

2. "Insurer" means any person who obtai:1s a certificate of 

authority under this chapter. 

27 3. "Legal insurance'' means the assumption of a contractual 

28 obligation to provide specified legal services or 

29 reimbursements eor :egal expenses in consideration of a 

30 specified payment for an interval of time, regardless of 

31 whether the payment is made by the beneficiaries individually 

32 or by a third person Eor the benefic1ar~es, in such a manner 

33 that the total cost incurred by assuming the obligation is co 

34 be spread directly or indirectly among a group oE persons. 

35 "Concractual obligation" as used in this subsection includes 

•• 
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l any arrangement giving rise to a reasona~"e expec~ation of an 

2 enforceable right. ''Legal insurance'' does not include the 

3 provision of or reimbursement for lega: services incidental to 

4 other insurance coverages. 

5 The following are not considered insurance or legal 

6 insurance under ~he insurance :aws of this state: 

7 a. A retainer contract made with an individual client with 

8 the fee based on an estimate of the nature and amount of 

9 services that will be provided to the specific client, or a 

10 . • 1 
S.!.r.t:~ar contract made with a group of clients involved in t:;e 

11 same or closely related legal matter, such as a class action. 

12 b. A plan providing limi:ed benefits on simple legal 

l3 matters on an informal basis, not involving a lega~~y binding 

14 promise, in the context of an employment, educational, or 

15 similar relationship. 

16 c. Legal services provided through un1ons or employee 

6·--,/7 
\lie 18 
' -

employment or occ~pation. 

associations to ~heir members in matters re:ating to 

l9 d. Legal services provided 

20 federa: or state government or 

21 employees. 

through an agency of the 

governmer.cal subdivision to l:s 

22 

23 

Sec. 3. ~~W SECTION. 5lSF.3 AUTHORIZATIO~ R~QUIRED. 

~ . A person shall not :ransact the business of legal 

24 insurance in this state wi:hout first obtaining a certiEicate 

25 of authority from one of the following sources: 

26 a. Under :his chapter. 

27 b. Under the general laws pertaining to insurance. 

28 2. A persor: may apply to the comm1ssioner for ar.d oota~n a 

29 certificate ~f authority to t~a~sact the business of legal 

30 insurance in compliance wi:h this chqpter. This sec~ion does 

31 ~ot by itself e~large the pcwers Gf 6~Y corpo~ation given by 

32 its ar~icles of incorporatio~ o~ charter, but does aut~or~ze a 

33 corporation Eor!~ed under the ge~~ral business, insurance, or 

34 general nonproti: cor~oration ~aws of this state :o ir.cl~de 1r. 

35 its ?Owers t~e au~hority to t~a~sac~ legal insurance. 

-2-
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1 3. An application shall be in a form prescribed by the 

2 commissioner. If the applicant is not domiciled in this 

3 state, the application must be accompanied by a power of 

4 attorney duly executed by the applicant appointing the 

5 commissioner, and the commissioner's duly authorized deputies, 

6 as the true and lawful attorneys of the applicant in and for 

7 this state, upon whom all 

8 or proceeding aga1nst the 

9 arising in this state may 

10 Sec. 4. NEW SECTION. 

ll CERTIFICATE OF AUTHORITY. 

lawful process in any legal action 

applicant on a cause of action 

be served. 

5152.4 CONDITIONS FOR ISSUING 

12 Upon receipt of an application for a certificate oE 

13 authority, the commissioner shall issue or deny a certificate 

14 pursuant to this chapter within thirty days of the 

15 application, which may be extended for an additional thirty 

16 days by notice to the applicant prior to the expiration of the 

17 first thirty days. A certificate of authority shall be issued 

18 upon payment of the applicatlon fee prescribed in section 

19 515F.l8 of this chapter, if the commissioner is satisfied that 

20 all of the following conditions are met: 

21 1. The persons responsible for the conduct of the affairs 

22 of the applicant are competent, tr~stworthy, and of good 

23 reputation. 

24 2. The applicant demonstrates the willingness and ability 

25 to assure that the promised benefits can be provided. rn 

26 making this determination the commissioner sha~: consider so 

27 far as applicable all of the following: 

28 a. The adeq~acy of capital and surplus cons1dered in 

29 relation to the other items in this section. 

~ 30 b. Any agreement with lawyers for the prov1s1on of legal 

31 services. 

32 c. The financial soundness of the applicant's arrangements 

33 for legal services and the scnedule of rates proposed to be 

34 used in connection with the arrangements for legal services. 

35 d. Any agreement with another person authorized under this 

-3-



·~·' .. l:·:· 

3 laws or rules of th~s state to prcvide ~einsLJranc~~, or an 

4 agency of the federal or scate sover~~1ent fo~ i~suring the 

5 peyment of the cost of legal services c1 ~he provision for 

6 automatic applJ.cability of an aJternative cov0~age if the 

7 LnstJ~er is unable to perform its obligations. 

8 e. Any surety bond or deposit of cash or secur1t1es as a 

9 guarantee that the obligations will be duly perfor~ed. 

10 f. If the appl:cant is licensed as an :nsurer under other 

ll insurance laws of this state, whet~er the applicant has 

12 complied with the requirements of those laws. 

13 Sec. 5. NEW SECTION. 5l5F.S REGULATION OF POLICY FORMS 

:4 AND RATES. 

15 1. a. A contractual obligation for legai insurance shall 

16 be evidenced by a policy or master policy. r...egal ins~rance 

17 may be written on an individual, group, blanket, or franchise 

18 basis. Each person insured under a group policy must be 

19 issued a certificate of coverage. A legal insurance policy or 

20 certificate o: any kind shall not be issued or delivered in 

21 this state unless and until a copy of the policy or master 

22 policy and certificate of coverage has been filed with and 

23 approved by the commissioner. 

24 b. The policy or master policy and certificate of coverage 

25 must meet all of the following requirements: 

26 (l) A policy or master policy must contain a detailed list 

27 and descr!ption of the legal services promised or the legal 

28 matte:s Eor which expenses are to be rei~bursed and the amo~nt 

29 of reimbursement. 

30 (2) A policy or certificate under a mas~er ?Olicy must 

3l indicate prominently the name of the insurer and the full 

32 address of its principal place of business. 

33 (3) A certificate issued unde: a group policy may 

34 summarize the terms of the master con~ract but must contain a 

35 full and clear statement of tne benefits provided. 
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c. The commissioner may disapprove the form of a policy, 

2 master policy, or certificate of coverage if the commissioner 

3 finds that it fails any of the following: 

4 (1) Does not meet the requirements of subsection "b''. 

5 (2) Is unfair, unfairly discriminatory, misleading, 

6 obscure, or encourages misrepresentation or misunderstanding 

7 of the contract, including cases where the form does any of 

8 the following: 

9 (a) Provides coverage or benefits that are too restricted 

10 to achieve the purposes for which the policy is designed. 

ll (b) Fails to attain a reasonable degree of readability, 

12 simplicity, and conciseness. 

13 (c) Is misleading, deceptive, or obscure because of its 

14 physical aspects such as format, typography, style, color, or 

15 organization. 

16 (3) Provides coverage or benefits or contains other 

17 provisions that would endanger the solvency of the insurer. 

18 (4) !s contrary to law. 

19 2. a. Rate filing and rate review procedures applicable 

20 to this chapter shall be those set out in chapter Sl5A and 

21 supporting rules. 

22 b. The rates of a legal expense insurer must meet all of 

23 the following requirements: 

24 (l) The rates must be established and justified in 

25 accordance with generally accepted insurance principles, 

26 including but not limited to the experience or judgment of the 

27 insurer making the rate filing 

28 (2) The rates shall not be 

or actuarial computations. 

excessive, inadequate, or 

29 unfairly discriminatory. Rates are not unfairly 

30 discriminatory because they are averaged broadly among persons 

31 insured under group, franchise, or blanket policies. 

32 c. The commissioner may by written order, suspend, or 

33 modify the requirements of filing for any risk, group, or 

34 class of risk, the rates for which cannot practically be filed 

35 before they are used. • 
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3. If the corr.missior;er de~.e~~i.nes that a form reviewt~d 

2 under subsection l or a scnedule of :ates reviewed under 

3 s~bsection 2 complies with the requi:-ements of this sec:i.on, 

4 the commissioner shall approve :he for:n or schPdule withi11 

5 thirty days, which may be extended Ecr an additiot:al thJrty 

6 days, by notice in writing to the person ma~ing the fLllng 

7 prior to the expiration of the first thirty days. rf the 

8 commissioner disapproves a Elling the commissisner shall 

9 notify the person maKing the filing in writing specl.fying :ne 

10 reasons for disapproval. A hearing shall be granted within 

ll thirty days after a req~est in writing by any person aggrieved 

12 by the decision of the commissioner. The cow~issioner may, 

13 after notice and hearing, disapprove any ra:e that has been 

14 previously approved. 

15 

16 

17 

:8 

19 

4. The commissioner may require the submission of any 

information deemed by the commissioner to be relevant and 

reasonably necessary to determine whether to approve or 

disapprove a filing made pursuant to subsection l, 2, or 4. 

Sec. 6. NEW SECTION. 515F.6 SEPARATE ACCOUNTS. 

20 Except for employee welfare benefit plans regulated under 

21 the federal Employee Retirement Income Security Act, a perso~ 

22 transacting the business of legal insurance and any business 

23 other than insurance shall tra~sact lega~ insurance wholly 

24 through a segregated account in accordance with all of the 

25 following requirements: 

26 1. The segregated account m~s: satisfy the financial 

27 requirements :or issuance of a certificate of authority. 

28 2. Except as provided in subsections 6 and 7, the income 

29 and assets attributable to the segregated account shall always 

30 remain identifiaole within the account but ~nless the 

31 

32 

33 

34 

35 

co~~issioner so orders, the assets need not be kept phys1cally 

separate from ocher assets of the person. The income, gains, 

and losses, whether or not realized, from assets attributable 

to the segregated account shall be credited to or charged 

against the account without regard to other income, gains, or 

_.,_ 
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l losses of the person. 

2 3. Except as provided in subsection 4, assets attributable 

3 to a segregated account shall not be chargeable with any 

4 liabilities arising out of any other business of the person, 

5 nor shall any assets not attributable to the account be 

6 chargeable with any liabilities arising out of the account. 

7 4. 

8 within 

9 after 

10 shall 

ll all of 

~he segregated account shall be deemed an 1nsurer 

the meaning of chapter 507C. Claims remaining unpaid 

completion of the liquidation under section 507C.42 

be liens on the interests of shareholders, if any, in 

the person's assets that are not liquidated. 

12 5. Assets allocated to segregated accounts are the 

13 property of the person, which is not and shall not hold itself 

14 out to be a trustee of the assets. 

15 6. A person may allocate a portion or part of a particular 

16 asset to the segregated account. 

17 7. The person may by an identifiable act transfer assets 

18 to or from the segregated account if both of the follow1ng 

19 conditions are satisfied: 

20 a. The terms are fair and reasonable. 

21 b. The books, accounts, and records of each party are 

22 maintained so as to clearly and accurately disclose the 

23 precise nature and details of the transaction. 

24 Sec. 7. NEW SECTION. Sl5F.7 MANAGEMENT AND EXCSUSIVE 

25 CONTRACTS. 

26 :. An insurer shall not enter into any exclusive agency 

27 contract or management contract, unless the contract is Eirst 

28 filed with the commissioner and not disapproved under this 

29 section within thirty days after filing, or such reasonable 

30 extended period as the commissioner may specify by notice 

31 within the thirty days. 

32 2. The commissioner shall disapprove a contract under 

33 subsection l if the commissioner finds that any of the 

34 following conditions exist: 

35 a. The contract subjects the insurer to excessive charges. 

-7-
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b. The co~tract extends for an unreasonable period o~ 

L tirr.e~ 

3 c. The contract does not coGtain fair and adequate 

4 standards of 9erforcance. 

5 d. The persons empowered u~der the contract to manage the 

6 1nsurer are not st1fficiently trustworthy, competent, 

7 experienced, or free from conflict of interest to ~anage the 

8 insurer with due regard for the interests of its insureds, 

9 creditors, or the public. 

lC 

ll 

12 

:3 

14 

:s 
16 

17 

18 

19 

20 

21 

22 

23 

e. The contract contains provisions which impair che 

interests of the insurer's insureds, creditors, or the puolic 

in this state. 

Sec. 8. NEW SECTION. 515F.8 ANNUAL REPOR~. 

An insurer shall annually, on or before the first day of 

March, file with the commissioner a report verified by at 

least two prlnclpal officers. The report shall be on forms 

prescribed by the commissioner and shall include all of the 

following: 

l. A financial statement of the insurer's cegal insurance 

business including all of the following: 

a. Its balance sheet. 

b. Its receipts and disbursements for the preceding year. 

2. Any material changes in the information submitted 

24 pursuant to section 515F.4. 

25 

26 

3. Information about the number of persons protected and 

terminated as may be required by the commissioner. 

27 4. Other information relat:ng to the performance of the 

28 insurer as is necessary to enable the co~~issioner to enforce 

29 ar.d administer this chapter. 

30 Sec. 9. NEW SECTION. 5l5F.9 RESERVES. 

31 An insurer must maintain the reserves necessary for the 

32 sound operation of the business including unearned premium 

33 reserves. The amount and manner of calculating these reserves 

34 shal~ be determined by rule by the commissioner in accordance 

35 with section s:sF.l7. 

-!3-
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1 Sec. 10. NEW SECTION. 515F.l0 INVESTMENT OF ASSETS. 

2 The investable funds generated through the transaction of 

3 the business of legal insurance by a person who is not 

4 licensed to transact other lines of insurance shall be 

5 invested in securities or other investments permitted by the 

6 laws of this state for the investment of assets of life 

7 insurance or in such other securities or investments as the 

8 commissioner permits. 

9 Sec. 11. NEW SECTION. S:SF.ll TRADE PRACTICES. 

10 Chapter 507B applies to persons transacting the business of 

ll legal insurance except as the chapter is inconsistent w:th an 

12 express provision of this chap~er. 

13 Sec. 12. ~EW SECTION. 515F.l2 LICENSING OF AGENTS. 

l4 The commissioner may, ln accordance with section 515F.l7 

15 adopt reasonable rules to provide for the licensing of agents 

16 transacting or selling legal expense insurance. 

17 Sec. 13. NEW SECTION. Sl5F.l3 EXAMINATIONS. 

18 1. The commissioner shall make an examination of the 

19 affairs of any insurer as often as deemed necessary for the 

20 protection of the interest of the people of this state. 

21 2. Section 507.8 shall apply to examinations conducted 

22 pursuant to subsection 1. 

23 Sec. 14. NEW SECTION. 5l5F.l4 PROFESSIONAL ETHICS. 

24 The commissioner shall repcr~ to the Iowa state bar 

25 association committee on professicna: ethics and conduct 

26 pursuant to the provisions of suoreme court rule 118 any 

27 information which the commissioner considers to be of 

28 substance, relating to possible violations of the code of 

29 professional responsibility. 

30 Sec. 15. t-OE\~ SECTION. 5l5F.l5 REVOCATION OF CERTIFICATE 

31 OF AUTHORITY. 

32 The commissioner may suspend, revoke, or refuse to renew 

33 any certificate of authority to a person transacting the 

34 business of legal insurance pursuant to section 522.3. 

35 Sec. 16. NEW SECTION. 515F.l6 SUPERVISION, 

-9-
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l REHABIL:TATION, AND LIQUIDATION. 

2 Chapter 507C shall apply to a person cransacc~ng the 

3 bus~ness of legal insurance under the provision~ of this 

4 c!"lap:er. 

5 Sec. :7. NEW SECTION. 515F.l7 ADOPTION OF RULES. 

6 The commissioner ~ay adopt pursuant to chapter l7A such 

i reasonable rules as are necessary or proper to carry out the 

8 provisions of this chapter. 

9 Sec. 18. NEW SECTION. 515F.l8 FEES. 

10 A person subject ~o this chapter shall pay :o the 

11 commissioner the fees required by sections 511.24 and 51S.l28. 

12 Sec. 19. NEW SECTION. 515F.l9 TAXATION. 

13 Legal insurance premiums shall be taxable under the 

14 provisions of section 432.1. 

15 Sec. 20. NEW SECTION. 5l5F.20 PUBLIC DOCUMENTS. 

16 An application, filing, or report required under this 

17 chapter is a public document . 

18 Sec. 21. NEW SECTION. 515F.2l UNAUTHORIZED INSURANCE. 

19 Subject to the provisions of this chapter, chapter 507A 

20 shall apply to a person transacting the business of legal 

21 ins~rance. 

22 Sec. 22. NEW SECTION. 515F.22 APPLICABILITY OF GENERAL 

23 INSURANCE LAW TO INSURANCE COMPANIES. 

24 The provisions of the state's general Lnsurance laws apply 

25 generally to legal insurance offered by an insurer licensed to 

26 write other kinds of insurance; provided that legal insurance 

27 sold by such an insurer under a certificate of authority 

28 obtained under this chapter shall be regulated by the 

29 provisions of sections 515F.l through 515F.5, 515F.7, 515F.l2, 

30 515F.l4, 5l5F.l7, and 5l5F.l9 instead of the corresponding 

31 sections of the general tnsurance law. 

32 Sec. 23. NEW SECTION. 515F.23 APPLICABILI~Y OF GENERAL 

33 INSURANCE LAW TO A~~ LEGAL INSURERS -- HEARINGS AND APPEALS. 

34 l. An order or rule of the corr~issioner issued under this 

35 chapter shall be subject to the provisions of the state's 
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l general insurance laws and the provisions of the 

2 administrative procedures Act, chapter l7A, relating to 

3 hearings and appeals. 

4 2. Except as otherwise provided in this chapter, the 

5 provisions of the general insurance law shall not apply to 

6 insurers authorized to transact the business of legal 

7 insurance under this chapter. 

8 Sec. 24. NEW SECTION. Sl5F.24 TRANSITION ?ROVISION. 

9 A person transacting the business 

10 the effective date of this Act shall 

of cegal insurance as 

submit an application 

of 

for 

ll a certificate of authority under section Sl5F.4 within ninety 

12 days of the effective date of this Act and the applicant may 

13 continue to operate until the commissioner acts upon the 

14 application. If an application is denied under section 

15 515F.4, the applicant shall be treated as a legal insurer 

16 whose certificate of authority has been revoked. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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l ~~end Senate File 332, as amended, passed, and 
reprinted by the Senate, as follows: 2 

3 
4 
5 
6 
7 
8 
9 

:o 
1.1 
12 
l3 
14 
15 
16 
~7 

18 
:C9 
20 
21 
22 
23 
2 ·1 
25 
26 
77 
28 
29 
30 
31 
3? 
33 
34 
35 
36 
31 
38 
39 
40 
.n 
42 
I~ ] 

~ -~ 
-~ 

45 
46 
' -., / 

48 
49 
50 

1. Page l, line 5, by inserting after the word 
''legal'' the following: ''and medical''. 

2. Page l, line 7, by inserting after t~e word 
"legal'' the following: "and medical''. 

3. Page 1, line 13, by inserting after the word 
''legal'' the following: "and medical''. 

4. Page l, line 18, by inserting af~er the word 
''legal'' the following: "and medical''. 

5. ?age 1, line 20, by inserci~g after t~e word 
"legal" the following: "and medical". 

6. Page 2, by inserting after li~e 2l, the 
following: 

·• ''Medical insurance'' means the assumotion of 
a contractual obligation to provide speci:ied.medical 
services or reimbursements for medical se:vices in 
consideratio~ of a specified payme~t ~or an :~terval 
of time, regardless of w!1ether the pdyn•ent is made by 
t~e beneficiaries individually or by a t~ird person 
for the beneficiaries, in sue~ a ma~ner t~at the total 
cost incurred by assumi~g the obligation 1s to be 
spread directly or ind~r~ctly axo~g a gro~9 of 
pe:sons. "Contractual obligation" as used .:.n th.:.s 
s~bsect:on 1ncludes any arrangemen~ giving ~:se to a 
reasonable expectat.:.on 0E a~ enforcean:e ~~~ht. 
''Medica~ ins~rance'' does not ~ncl~de ~he p~cvision of 
or reimbursement for ~edical services incide~~al to 
other insurance coverages." 

7. Page 2, line 23, by i~serting after :~e wo~d 
''legal'' the following: ''or ~ed~cal''. 

8. Page 2, J.ine 29, by inse~ti~g a!t~r the word 
''l~gal'' the ~ollow~~g: ''cr medica}.''. 

9. Page 2, :ine 35, oy inserting aEte: :~e word 
"legal" the f:;llowi:1g: "c: :':1eCica:". 

:o. Page 3, by 1nsec:ing a:':tec ::~.e 31. the 
Eollow1ng: 

'' A~y agreement ~i:h physic:a~s o~ other 
~ed~cal care ?rovidets for the provisio~ of Gedical 
se:vices." 

--· ?age 3, line 33, by insecting a:te' the word 
''leqal'' the ~cllowing: ''or ~edica:··. 

12. Page 3, line 34, by 1nsert:ns after the word 
''!egal'' the Eoilowing: ''Gr med~cal''. 

13. Page ~, li~e 5, by i~serci~g afte: the word 
"lega:!." the following: "c-r :":iedica::..". 

~4. ?age 4, c:ne :5, by cnserti:-:c; af:e~ t:-:e '#Ord 
"iegal" ::he fc~low.:.ng: 'or ned:cal". 

~5. Page ~, li~e 16, oy ~~ser~i~q ~f:er the word 
"Lega.l" the eollowing: ''c: ~ed.:.cal''. 
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l 16. Page 4, line l9, by inserting after the word 
2 ''legal" the following: ''or medical''. 
3 17. Page 4, line 27, by inserting after the words 
4 ''of the legal" the following: ''or medical''. 
5 18. Page 4, line 27, by inserting after th~ words 
6 ''or the legal" the following: "or medical". 
7 19. Page 5, line 22, by inserting after the word 
8 ''legal'' the following: ''or medical''. 
9 20. Page 6, line 22, by inserting after the word 

10 "legal'' the following: ''or medical''. 
ll 21. Page 6, line 23, by inserting after the word 
12 ''legal'' the following: ''or medical''. 
13 22. Page 8, line :9, by inserting after the word 
14 ''legal'' the following: "or medical". 
15 23. Page 9, line 3, by inserting after the word 
16 "legal'' the following: ''or medical". 
17 24. Page 9, line 11, by inserting after the word 
18 ''legal'' the following: ''o~ medical''. 
19 25. Page 9, line 16, by inserting after the word 
20 "legal'' the following: ''or medical''. 
21 26. Page 9, line 34, by inserting after the word 
22 ''legal'' the following: ''or medical''. 
23 27. Page 10, line 3, by insert1ng after the word 
24 ''legal'' th~ ~ollowing: ''or ~edical''. 
25 28. Page 10, line 13, by insert:ng after the word 
26 ''Legal'' the following: ''or medical''. 
27 29. Page 10, line 20, by 1nserting after the word 
28 "legal" the following: "or medical". 
7.9 30. Page lO, line 25, ~y inse~t.:..P.g after the word 
30 ''legal'' the following: ''or medical''. 
31 31. Page 10, lir•e 26, by insert:ng after the word 
32 II :.egal~~ the f0llcwir.g: "or r!ledical''. 
33 32. Page lO, li~e 33, by tnsert:ng af~et the ~ord 
34 "LEGAL" the followin<;: "OR MEDICAL". 
35 33. ?age ll, line 6, oy i~serti~g afte~ the word 
36 ''legal'' the fol~cwing: ·•or ~edical''. 
37 34. ?age ll, line 9, 8Y insc~t~ng afte~ the ~crd 
38 "legal'' :~e fol:.owing: "vr rr.ed.:.cal''. 
39 35. ?age ll, l1~e 15, by :::serti~g after ~he word 
40 ''legal'' che following: ''or medical''. 
41 36. Title page, line l, Oy i~serting after the 
42 word "lega]." the :o:.!.c·ving: "c:- rr:edical". 
43 37. Tit:e ?age, lir~e 2, by i11ser:1~g after the 
44 word '':ega:·• the fcllcwing: ''or ffied~cal''. 

By ~:33AR~ of Madisc~ 
H-5600 PILED MARCH 12, ~990 
!'_,)''· __ .J, ,..{ -'A.~·.· ,, -. '/;- (~ I ·- .-r '\ 

y. ~· ·r ..•. :<'-· .•,.'~>".._ ._:;> .:> \I? I.-( I/ 

SENATE FILE 332 
H-5105 

1 ~~e~d Senate File 332, as amended, passed, and 
reprinted by the Senate as follows: 2 

3 l. Page 2, line 18, by stciking the words 
4 ''employment or occupation'' and inserting the 
5 following: ''simple legal matters on an informal 
6 basis". 

H-5105 
(! /~L.r 

FILED FEBRUARY 8, 1990 
,::-; -::: : /' -' / ,.., 4 / 

By C0.'-1.'-H'!'TEE ON SMALL BUSINESS 
AND COI'.MERCE 



llA. !i. BOUSE AMENDMENT TO 
SENATE FILE 332 S-5554 

1 
Amend Senate file 332, as amended, passed, and 

reprinted by the Senate as follows: 2 
3 
4 
s 
6 

l. Page 2, line 18, by striking the words 
"employment or occupation• and inserting the 
following: "simple legal matters on an informal basis". 

RECEIVED FROM THE HOUSE 
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SENATE FILE 

BY (PROPOSED DEPARTMENT OF 

CO~Y.ERCE/INSURANCE 

DIVISION BILL) 

Passed Senate, Date Passed Ho~se, Date 

Vote: Ayes Nays 

Approved 

Vote: Ayes Nays 

An 

BE 

A BILL FOR 

Act relating to legal expense insurance by regulating the sale 

of contracts providing reimbursement for legal expenses in 

consideration of a specified payment for a period of time, 

es~ablishing a premium tax, and providing penalties. 

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

':'LSB 1215SD 73 

dw/sc/14 



S.F. H.F. 

l Section 1. NSW SECTION. 515F.l PURPOSES. 

2 ~his chapter shall be liberally interpreted in order to do 

3 the following: 

4 1. Encourage the development of effective and economically 

5 sound methods for making legal services more readily 

6 available. 

7 2. Protect the interests of the users of legal services 

8 and of the public of this state with a minimum of restriction 

9 on experimentation with new forms of organization, 

10 ad~inistration, or benefits. 

11 3. Place the risk inherent in experimentation by new plans 

12 on promoters rather than on the consumers. 

13 4. Permit and encourage the provision of legal services 

14 through persons other than professional insurers subject to 

15 practical and reasonable financial and regulatory 

16 requirements. 

:7 5. Permit and encourage fair and effective competition 

18 among the various systems of financing legal services. 

19 6. ~aintain a high level of quality and conformity to 

20 professional standards in the performance of legal serv1ces. 

21 Sec. 2. NEW SECTION. 515?.2 DEFINITIONS. 

22 As used in this chapter unless tr.e context otherwise 

23 requires: 

24 1. "Commissioner" means the commissioner of insurance. 

25 2. ''Insurer" means any person who obtains a certificate of 

26 authority under this chapter. 

27 3. "Legal insurance'' means the assumption of a contractual 

28 obligation to provide specified legal services or 

29 reimbursements for legal expenses in consideration of a 
30 specified payment for an interval of time, regardless of 

31 whether the payment is made by the beneficiaries individually 

32 or by a third person for the beneficiaries, in such a manner 

33 that the total cost incurred by assuming the obligation is ~o 

34 be spread directly or indirectly among a group of persons. 

35 ''Contractual obligation'' as used in this subsection includes 
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l any arrangement giving r1se to a reasonable expectation of an 

2 enforceable right. "Legal insurance'' does not include the 

3 provision of or reimbursement for legal services incidental to 

4 other insurance coverages. 

5 The following are not considered insurance or legal 
6 insurance under the insurance laws of this state: 

7 a. A retainer contract made with an individual client with 

8 the fee based on an estimate of the nature and amount of 

9 services that will be provided to the specific client, or a 

10 similar contract made with a group of clients involved in the 

11 same or closely related legal matter, such as a class action. 

12 b. A plan providing limited benefits on simple legal 

13 matters on an informal basis, not involving a legally binding 

14 promise, in the context of an employment, educational, or 

15 similar relationship. 

16 c. Legal services provided by unions 

17 associations to their members in matters 

18 employment or occupation. 

or employee 

relating to 

19 d. Legal services provided by an agency of the federal or 

20 state governmen: or governmenta: subdivision to its employees. 

Sec. 3. ~EW SECTIO~. 5~5F.3 AuTHORIZATION REQUIRED. 

22 l. A person shall not transact the business of :egal 

23 insurance in this state without first obtaining a certificate 

24 of authority from one of the following sources: 

25 a. Under this chapter. 

26 b. Under the general laws pertaining to insurance. 

27 2. A person may apply to the commissioner for and obtain a 

28 certificate of authority to transact the business of legal 

29 insurance in compliance with this chapter. This section does 

30 not by itself enlarge the powers of any corporation given by 

31 its articles of incorporation or charter, but does authorize a 

32 

33 

34 

35 

corporation formed under the general business, insurance, or 

general nonprofit corporation laws of this state to include in 

its powers the authority to transact legal insurance. 

3. An application shall be ~n a form prescribed by the 

-2-
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1 commissioner. If the applicant is not domiciled in this 

2 state, the application must be accompanied by a power of 

3 attorney duly executed by the applicant appointing the 

4 commissioner, and the commissioner's duly authorized deputies, 

5 as the true and lawful attorneys of the applicant in and for 

6 this state, upon whom all lawful process in any legal action 

7 or proceeding against the applicant on a cause of action 

8 arising in this state may be served. 

9 Sec. 4. NEW SECTION. 515F.4 CONDITIONS FOR ISSUING 

10 CERTIFICATE OF AUTHORITY. 

11 Upon receipt of an application for a certificate of 

12 authority, the commissioner shall issue or deny a certificate 

13 pursuant to this chapter within thirty days of the 

14 application, which may be extended for an additional thirty 

15 days by notice to the applicant prior to the expiration of the 

16 first thirty days. A certificate of authority shall be issued 

17 upon paymen: o: the application fee prescribed in section 

18 515F.l8 of this chapte~, if the cor.~issioner is satisfied that 

:9 all of the following conditions are met: 

20 ' The persons responsible for the cor.duct of tte affaics 

2: of the appl~cant are competent, trustworthy, and of good 

22 reputation. 

23 2. The applicant demonstrates the willingness and ability 

24 to assure that the promised benefits can be provided. In 

25 making this determination the commissioner shall consider so 

26 far as applicable all of the following: 

27 a. The adequacy of capital and surplus considered in 

28 relation to the other items in this section. 

29 b. Any agreement with lawyers or paralegal personnel for 

30 the provision of legal services. 

31 c. The financial soundness of the applicant's arrangements 

32 for legal services and the schedule of rates proposed to be 

33 used ~n connection with the arrangements for legai sec~ices. 

34 d. Any agreement with another person authorized under t~is 

35 chapter, an insurer licensed under the general ~ns~ra~ce laws 
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1 to do business in ~his stace, a reinsurer eligible under the 

2 laws or rules of this state to provide reinsurance, or an 

3 agency of the federal or state government for insuring the 

4 payment of the cost of legal services or the provision for 

5 automatic applicability of an alternative coverage if the 

6 insurer is unable to perform its obligations. 

7 e. Any surety bond or deposit of cash or securities 

that the obligations will be duly performed. 

as a 

8 guarantee 

9 f • other If the applicant is licensed as an insurer under 

laws of this state, whether the applicant has 10 insurance 

11 

12 

complied with the requirements of 

Sec. 5. NEW SECTION. 515F.5 

those laws. 

REGULATION OF POLICY FORMS 

13 AND RATES. 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

1. a. A contractual obligation for legal insurance shall 

be evidenced by a policy o: master policy. Legal insurance 

may be written on an individual, group, blanket, or franchise 

basis. Each person insured under a group policy must be 

issued a certificate of coverage. A legal insurance policy or 

certificate of any kind shall not be iss~ed or delivered in 

this s:ate unless and until a copy of the policy or master 

policy and certificate of coverage has been filec w::h and 

approved by the co~~issioner. 

b. The policy or master policy and certificate of coverage 

must meet all of the following requirements: 

(1) A policy or master policy must contain a detailed list 

and description of the legal services promised or the legal 

27 matters for which expenses are to be reimbursed and the amount 

28 of reimbursement. 

29 (2) A policy or certificate under a master policy must 

30 indicate prominently the name of the ins~rer and the full 

31 address of its principal place of business. 

32 (3) A certificate issued under a group policy may 

33 summarize :he terms of :he master contract but ~ust contain a 

34 full and clear statement of the benefits provided. 

35 c. The co~~issioner may disapprove the for~ of a policy, 
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l ~aster policy, or certificate of cove"age if the co~~iss:one~ 

2 finds that it fails any of the following: 

3 (l) Does not meet the requirements of subsection ''b''. 

4 (2) Is unfair, unfairly discriminatory, misleading, 

5 obscure, or encourages misrepresentation or misunders~anding 

6 of the contract, including cases where the form does any of 

7 the following: 

8 (a) Provides coverage or benefits that are too restricted 

9 to achieve the pu"poses for which the policy is designed. 

10 (b) Fails to attain a reasonable degree of readability, 

ll simplicity, and conciseness. 

12 (c) Is misleading, deceptive, or obscure because of its 

13 physical aspects such as format, typography, style, co~or, or 

14 organization. 

15 (3) Provides cove~age or benefits or contains other 

16 provlslons that would endanger the solvency of the insurer. 

17 ( 4 ) Is contrary to law. 

l8 2. a. Rate filing and rate review procedures applicab:e 

19 to this chapter shall be those set out i~ chapter 515A a~ci 

20 supporti~g rules. 

2l b. T~e rates of a legal expense insurer must rr.eet all 

22 the following requirements: 

23 (l) The rates must be established and justified in 

24 accordance with generally accepted insu"ance principles, 

25 including but net limited to the expe"ience or judgment of the 

26 lnsurer making the rate filing or actuarial computations. 

27 (2) The rates shall not be excessive, inadequate, or 

28 unfairly discriminatory. Rates are not unfairly 

29 discriminatory because they are averaged broadly among persons 

30 insured under group, franchise, or blanket policies. 

31 c. The commissioner may by written order, suspend, or 

32 modify the requirements of filing for any risk, group, or 

33 class of risk, the rates for which can~ot practically be filed 

34 before they are used. 

35 3. If the com~issioner determines that a form reviewed 
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l under subsection 1 or a schedule of rates reviewed under 

2 subsection 2 complies with ~he requirements of this section, 

3 the co~~issioner shall approve the form or schedule within 

4 thirty days, which may be extended for an additional thirty 

5 days, by notice in writing to the person making the filing 

6 prior to the expiration of the first thirty days. If the 

7 co~~issioner disapproves a filing the corrmissioner shall 

8 notify the person making the filing in writing specifying the 

9 reasons for disapproval. A hearing shall be granted within 

10 thirty days after a request in writing by any person aggrieved 

11 by the decision of the commissioner. The commissioner may, 

12 after notice and hearing, disapprove any rate that has been 

13 previously approved. 

14 4. A schedule of compensation paid either directly to 

15 lawyers or beneficiaries as reimbursement of costs incurred 

16 for covered legal services shall be filed with the 

17 commissioner within thirty days after its use. The 

18 corr~issioner may disapprove the use of any schedule in whole 

19 or in part after a hearing if the commissioner finds the 

20 compe~sation to be ~nreasonable in relation to the services 

21 provided. I~ rna~ing this deter~inaticn the corr~issicner 5~all 

22 consider, to the extent appropriate, all of the following: 

23 a. The usual customary fees charged by lawyers generally 

24 in the area where the services are provided. 

25 b. The services to be provided. 

26 c. The extent to which participation in the plan 

27 guarantees lawyers a steady flow of employment and income. 

28 5. The commissioner may require the submission of any 

29 information deemed by the corr~issioner to be relevant and 

30 reasonably necessary to determine whether to approve or 

31 disapprove a filing made pursuant to subsection 1, 2, or 4. 

32 Sec. 6. NEW SECTION. 515F.6 SEPARATE ACCOUNTS. 

33 Except for employee welfare benefit plans regulated under 

34 the federal Employee Retirement :ncome security Act, a person 

35 transacting the business of legal insurance and any business 

-6-
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l other than insurance shall transact legal insurance wholly 

2 through a segregated account in accordance with all of the 

3 following requirements: 

4 l. The segregated account must satisfy the financial 

5 requirements for issuance of a certificate of authority. 

6 2. Except as provided in subsections 6 and 7, the income 

7 and assets attributable to the segregated account shall always 

8 remain identifiable within the account but unless the 

9 commissioner so orders, the assets need not be kept physical:y 

10 separate from other assets of the person. The income, gains, 

11 and losses, whether or not realized, from assets attributab~e 

12 to the segregated account shall be credited to or charged 

13 against the account without regard to other income, gains, or 

14 losses of the person. 

15 3. Except as provided ln subsection 4, assets attrib~table 

16 to a segregated account shall not be chargeable with any 

17 liabilities arising out of any other business of the person, 

18 nor shal: any assets not attributable to the account be 

19 chargeable with any liabilities arising out of the account. 

20 4. The segregated account shall be deemed an insurer 

2l within the meaning of chapter 507C. Claims remaining unpaic 

22 after completion of the liquidation under section 507C.42 

23 shal~ be liens on the interests of shareholders, i: any, ln 

24 all of the person's assets that are not liquidated. 

25 5. Assets allocated to segregated accounts are the 

26 property of the person, which is not and shall not hold itself 

27 out to be a trustee of the assets. 

28 6. A person may allocate a portion or part of a particular 

29 asset to the segregated account. 

30 7. The person may by an identifiable act transfer assets 

31 to or from the segregated account if both of the following 

32 conditions are satisfied: 

33 a. The terms are fair and reasonable. 

34 b. The books, accounts, and records of each par:y are 

35 maintained so as to clearly and accurately disclcse the 
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L precise nature and details of the transaction. 

2 Sec. 7. NEW SECTION. 515F.7 MANAGEMENT AND EXCLUSIVE 

3 CONTRACTS. 

4 1. An insurer shall not enter into any exclusive agency 

5 contract or management contract, unless the contract is first 

6 filed with the commissioner and not disapproved under this 

7 section within thirty days after filing, or such reasonable 

8 extended period as the commissioner may specify by notice 

9 within the thirty days. 

10 2. The commissioner shall disapprove a contract under 

11 subsection l if the commissioner finds that any of the 

12 following conditions exist: 

13 a. The contract subjects the insurer to excessive charges. 

14 b. The contract extends for an unreasonable period of 

15 time. 

16 c. The contract does net contain fair and adequate 

17 standards of performance. 

18 d. The persons empowered under ~he contract to manage :he 

19 insurer a~e not sufficier.tly trustworthy, competent, 

20 experienced, cr free from conflict of in:erest :o manage the 

2l ins~rer with due regard for the interes:s of i~s insureds, 

22 creditors, or the public. 

23 e. The contract contains provisions which impair the 

24 interests of the insurer's insureds, creditors, or the public 

25 in this state. 

26 Sec. 8. NEW SECTION. 515F.8 ANNUAL REPORT. 

27 An insurer shall annually, on or before the first day of 

28 March, file with the commissioner a report verified by at 

29 least two principal officers. The report shall be en forms 

30 prescribed by the com~issioner and shall include all of the 

31 following: 

32 1. A financial statement of the insurer's legal lnsurance 

33 business includlng all of the following: 

34 a. Its balance sheet. 

35 b. Its receipts and disbursements for the preceding year. 

-8-
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l 2. Any material changes in the information s~bmitted 

2 pursuant to section 515F.4. 

3 3. Information about the number of persons protected and 

4 terminated as may be required by the commissioner. 

5 4. Other information relating to the performance of the 

6 insurer as is necessary to enable the commissioner to enforce 

7 and administer this chapter. 

8 Sec. 9. NEW SECTION. 515F.9 RESERVES. 

9 An insurer must maintain the reserves necessary for the 

10 sound operation of the business including unearned premium 

11 reserves. The amount and manner of calculating these reserves 

12 shall be determined by rule by the commissioner in accordance 

13 with section 515F.l7. 

14 Sec. 10. ~EW SECTION. 515F.l0 INVESTMENT OF ASSETS. 

15 The investable funds generated through the transaction of 

16 the business of legal insurance by a person who is not 

17 licensed to transact other lines of insurance shall be 

18 invested in securities or other investments permitted by the 

19 laws of this state for the investment of assets of life 

20 insurance or in such other securities or investments as the 

21 com.rr;issioner per:ni ts. 

22 Sec. ll. NEW SECTION. SlSF.ll TRADE PRAC~ICES. 

23 Chapter 5078 applies to persons transacting the business of 

24 legal insurance except as the chapter is inconsistent with an 

25 express provision of this chapter. 

26 Sec. 12. NEW SECTION. 515F.l2 LICENSING OF AGENTS. 

27 The commissioner may, in accordance with section 5l5F.l7 

28 adopt reasonable rules to provide for the licensing of agents 

29 transacting 

30 Sec. l3. 

or selling legal expense insurance. 

NEW SECTION. 515F.l3 EXAMINATIONS. 

31 1. The co~~issioner shall make an examination of the 

32 affairs of any insurer as often as deemed necessary for t~e 

33 pro~ection of the interest of the people of t~is state. 

34 2. Section 507.8 shall apply to examinations co~d~cted 

35 pursuant to subsection 1. 
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1 Sec. 14. NEW SECTION. 515F.l4 PROFESSIO~AL ETHICS. 

2 The commissioner shall report to the at:orney general for 

3 reference to the supreme court any information which the 

4 commissioner considers to be of substance, relating to 

5 possible violations of the code of professional 

6 responsibili~y. 

7 Sec. 15. NEW SECTION. 515F.l5 REVOCATION OF CERTIFICATE 

8 OF AUTHORITY. 

9 The commissioner may suspend, revoke, or refuse to renew 

10 any certificate of authority to a person transacting the 

ll business of legal insurance pursuant to section 522.3. 

12 Sec. 16. NEW SECTION. 515F.16 SUPERVISION, 

13 REHABILITATION, AND LIQUIDATION. 

14 Chapter 507C shall apply to a person transacting the 

15 business of legal insurance under the provisions of this 

16 chapter. 

17 Sec. li. NEW SECTION. 5l5F.l7 ADOPTION OF RULES. 

18 The corr$.issioner may adopt pursuant to chapter l7A such 

l9 reasonable rules as are necessary or proper to carry o~t the 

20 provisions of this chapter. 

2: Sec. 18. NEW SECTION. 515?.:8 FEES. 

22 A person subject to this chapter shall pay to the 

23 co~~issioner 

24 Sec. 19. 

the fees required by sections 511.24 and 

NEW SECTION. 515F.l9 TAXATION. 

25 Legal insurance premiums shall be taxable under the 

26 provisions of section 432.1. 

2i Sec. 20. NEW SECTION. 515F.20 PUBLIC DOCUMENTS. 

515.:28. 

28 An application, filing, or report required under this 

29 chapter is a public document. 

30 Sec. 21. NEW SECTION. 515F.2l UNAUTHORIZED INSURANCE. 

31 Subject to the provisions of this chapter, chapter SOiA 

32 shall apply to a person transacting the business of lega: 

33 insurance. 

34 Sec. 22. NEW SECTION. 515F.22 APPLICABILITY OF GENERAL 

35 INSURANCE LAW TO INSURANCE COMPANIES. 
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~ The provisions of the state's general insurance laws apply 

2 generally to legal insurance offered by an insurer licensed to 

3 write other kinds of insurance; provided that legal insurance 

4 sold by such an insurer under a certificate of authority 

5 obtained under this chapter shall be regulated by the 

6 provisions of sections 515F.l through 515F.5, 515F.7, 515:.12, 

7 Sl5F.l4, 515F.l7, and 515F.l9 instead of the corresponding 

8 sections of the general insurance law. 

9 Sec. 23. NEW SECTION. 515F.23 APPLICABILITY OF GENERAL 

10 INSURANCE LAW TO ALL LEGAL INSURERS -- HEARINGS AND APPEALS. 

ll 1. An order or rule of the commissioner issued under this 

:2 chapter shall be subject to the provisions of the state's 

13 general insurance laws and the provisions of the 

14 administrative procedures Act, chapter l7A, relating to 

15 hearings and appeals. 

16 2. Except as otherwise provided in this chapter, the 

:7 prov:s:ons of the general insurance law shall not apply to 

:8 insurers authorized to transact the business of legal 

:9 ins~rance ~nder this chapter. 

20 Sec. 24. NEW SEC~ION. 515F.24 TRANSITION ?ROVIS:ON. 

2l A person transacting the business of legal insurance as of 

22 the e:fective date of this Act shall s~bmit an application for 

23 a certificate of authority under section 515F.4 wi~hin ninety 

24 days of the effective date of this Act and the applicant may 

25 contin~e to operate until the co~~issioner acts upon the 

26 application. If an application is denied under section 

27 5l5F.4, the applicant shall be treated as a legal insurer 

28 whose certificate of authority has been revokec. 

29 EXPLANATION 

30 This bill authorizes the division of insurance of the 

31 department of commerce to regulate the business of legal 

32 expense insurance. 

33 Section ~ details the purposes for regulating lega: expense 

34 insurance. 

35 Section 2 provides key definitions, including ''!egal 
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1 insurance'' and what is not considered legal insurance. For 

2 example, the typical legal retainer contract is not legal 

3 expense insurance nor are legal services provided by a union 

4 to its members. 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

l7 

18 

19 
20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

Section 3 requires a legal expense insurer to obtain a 

certificate of authority by application to the co~~issioner of 

insurance. 

Section 4 details the conditions for issuance of a 

certificate of authority, including tests of financial 

soundness. 

Section 5 provides for the review and approval of policy 

forms, rates, and schedules. 

Section 6 requires a legal expense insurer to maintain 

separate accounts for its legal expense business segregated 

from any other business the insurer engages in. 

Section 7 permits the co~~issioner to review and disapprove 

exclusive agency or management contracts. 

Section 8 requires a legal expense insurer to submit an 

annual report or. or before March 1. 

Section 9 requires a legal expense insurer to maintain 

minimum reserves to protect the financia: solvency of the 

insurer. 

Section 10 permits a legal expense insurer to invest funds 

generated in the same manner as life insurance companies or 

otherwise as permitted by the commissioner. 

Section 11 makes the insurance trade practices provisions 

of chapter 507B applicable to persons engaged in legal expense 

insurance. 

Section 12 permits the commissioner to require licensing of 

agents selling legal expense insurance. 

31 Section 13 requires the commissioner to conduct an 

32 examination of a legal expense insurer when necessary for the 

33 protection of the public interest. 

34 Section 14 requires the cow~issioner to report to the 

35 attorney general and the supreme court any possib:e violations 
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l of the lawyers' cede of professional responsibi:ity 

2 e~countered by the commissioner. 

3 Section 15 authorizes the commissioner to suspend, revoke, 

4 or refuse to renew a certificate of authority of a legal 

5 expense insurer. 

6 Section 16 subjects a legal expense insurer to the 

7 rehabilitation and liquidation provisions o~ chapter 507C. 

8 Section 17 grants the commissioner general authority to 

9 adopt rules to implement this bill. 

10 Section 18 sets fees for persons engaged in the legal 

11 expense insurance business equal to those provided for under 

12 sections 515.128 and 511.24. 

13 Section 19 establishes the rate of taxation of legal 

14 expense insurance premiums at two per centum. 

15 Section 20 provides that applications, filings, and reports 

16 made under the proposed chapter are public documents under the 

17 state's public records law. 

18 Section 2: makes chapter 507A penal~ies for transac~ing 

19 unauthorized insurance applicable to unauthorized transac~ions 

20 regarding legal expense insurance. 

21 Section 22 provides that an insurance compa~y already 

22 ::censed under the general insurance laws of ~his state may 

23 engage in legal expense insurance subject to certain 

24 conditions. 

25 Section 23 applies the general insurance laws of the state 

26 and administrative procedure laws to legal expense insurers 

27 with regards to hearing and appeal procedures. 

28 Section 24 regulates the issuance of a certificate of 

29 authority to a legal expense insurer already transacting 

30 business in the state upon the effective date of this Act. 

31 BACKGROUND STATEMENT 

32 SUBMITTED SY THE AGENCY 

33 This bill glves the commissioner o: insurance genera: 

34 control ever companies selling legal insurance. There has 

35 been considerable growth in this market and there is currentcy 

-13-



S.F . H.r. 

• 

- 1 no regulatory oversight. This bill will subject sellers of 
. 

2 legal insurance to the same standards required of any other 

3 insurer doing business in Iowa. 
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M·l o\CT 

Rf.LATING ·ro I.F..<;At. F.XPf.NSt-: JNSUR.\tlCP. BY Hf.GIJLATUlG nn: SAI.F. OF' 

CONTitACTS PROVII>ING Rf-:IMDIJRSf.Mf.NT fOR I.t:GAL EXPI::NSES IN 

CON.SW~ItA1'[0N OF A SPI::CIPIP.O Po\'iMF.NT rOR A Pt-:RJOO Of TIME, 

F.STI\ALISIUNG A PRI:HIIJp.o, TAX, ANO PROVIDJtH; Pf.NALTit:S. 

BE: 1'1' £NAC'I'ED B'i THE Gf:I~F:RAL ASSt:MUI,Y OF THY. STI\TF. OF iOWA: 

Sect. ion 1. ~EW St!CT.!._G_!!, 51 ~~r. 1 PU£fPOSf:S, 

This chdpter shall bP libPrally int.~rprctcd in c,rder to do 

t.ht~ followinq: 

1. Encourage the th.•velopnent. o{ e-fff!ct.iv€.' and econor-.ically 

s011nd rtl€.'t.hods for rnakinq leg<il secv1ct~s rttore readily 

.wai lable. 
2. 11 rot:ec:t the interests of ttle •tsers of legal service!l 

dnd of the public of this st~te with a ~tnimum clt rcDtrict.ion 

on experi~entation with new forms cl{ orqan12<lt:10n, 

administration, or benefits. 

], Place the riak ifli)Pr~nt. 1n e:-:perirnentaLion by new plal\s 

on promt>ters rather than on the con:.;urn~nL 

4. Peraoit and encour.,q~ t.hP provision of leq.=.l services 

throuqh persons other than professiclnal 1nsur~rs subject to 

pr.1c:t ical and reasonablP financial .1nd requlcllory 

rt!qU I Ceali'fltS, 

'J, Permit and encour.:tqe fair and etft>ctive competition 

amonq the various system~ ot financing l~qal services. 

6. Haintain a hig~ level of q•rality and conformity to 

profeK~iunal standards irt the p~rfornance of leq~l services. 

Sec. 2. ~EW Sf.~TION. ":ol":of'.J Ot:FfNlTJOWi. 

A:> used in this c:hilpt.er unle~.;s lhL~ cont.~xt: othcr'o.'ISt! 

rr.-qoll res: 
I ... Cvmrnit";sionE!t ·· ~IH.'<HlS T.he C"\"•lllJTIISSIOtlt'' :Jf 1n:~ur.:~nce. 

• • 
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2. ''lnsur~Jr" me.:tnti a••Y pt.•(!.>On ..,ho oht.din>; a certi{icate of 

-1uthority undt>f t.hin ch.lpt.c-r 

J, "I.cgcll insurar\C:t!" rr.Pdfl~i t.he Jl~'hrmpt.ion of c\ r:ontt<lCtual 

obllqat ion to pfovidc- :.pP<:ifi~d lPqal Sf~rvice!> or 

reimt"•r:H~nll!llts for lN]•ll •!xpensP~ in t:onsider,lt ion of a 

spt~ci(ied payment for •ln intPrval o{ tit"'t', rPgardlE.>S!J. of 

whether the payrnent is mJtde by ttlt! beneficiclries individually 

or by a third person for t.he heneficiaries, in suctl a mannef 

that the total cost incurred by assuminq thP obliqation is to 

tw spread dirP.<:tly or indtrectly dlttlonq a group of persons. 

"'C0nt.rac:tual obliqatior\" as llseoJ in I. his !iubsect ion i.nclud~s 

any drranqPment ~i.vinq rise tel a r€.'asonable ~xpectatton of an 

er\forcP,\blP right. "Leqal insurance" rloes not. include- the 

fHovisi.0n of or c~irnbursement for lpq,Jl !Jervit:Ps i.nci.dental to 

c>tl1er insuf~nce coveraq~s. 

the (ollowi.ng are not consi.•J~cPd in~ur~nce or le-q~l 

in~urdnc~ unde-r the i.n~ucanc~ lAws of thi9 state: 
a. A r~tainer contract ~ade ~ith an 1ndividudl client with 

thf~ ft~f.! b-.acd on cHt estirnau~ (){ the naturP and ,1mount of 

~~cviccs thal wi.ll be pfoviJe•J lv the ~p~citic client, or a 
simildi contract made with dl qroup ot clients involved 1n the 

same llr c:lo9ely related lcqal mattPC, such as d class action. 

t... A plan ptovidinq limitt!d benefits on simple leqal 

matt~cs on an informal hdsin, not involvinq a legally binding 

pf0~1se, in the"context of an empl<lyment, educational, or 

si~ilar relationship. 

c.. I.eqal services provided t.hH\uqh unions or eruployl!e 

as~ociations to their rnembers in matters rel<ttinq to si~ple 

leqal matters em dll info&·m.al bJtsis. 

d. Lcqal services provided tiHOll<Jh an agency of the 

tPrhHal or state qoverrun~~nt or govprmm~nt..ll :wbdivislon t(\ its 

"'rnpl<ry(·t~S. 

Sec. J. ~E"W Sf..~~-~q~. 'rl~Jf. .1 AIJT!IORHAT!Grl Rt:()UlRf.O, 

(/) ., 
w 
w 
N 
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I. ,\ p~Prson !';hall not t.ran~•.:tct ttlr. htJSIOt>~~s of" l~Pqal 

11\S\Hdnct~ tn this s.tdte >o~it.hOtlt ficst otJtcuntng il c1.•rt ificate 

of <1uthori.t.y froM one of tho: (o)llL1wirH} !.>ources: 

a. Und(~r this chdpter·. 

b. tlndt~r ttle generdl ld>o~S pert.:tlrrinq t.o iru-HH.tnc·~. 

2. A pt~r~on rnay dpply t.() th~ corrunl!lsioner for dOd obtdin a 

ct.>rt.if1c.!lt(' of authority to transdct t:he husiru~:is "f legal 

insurance in compliance with t.hl!l chapter. Thi!> section does 

not tty Itself enlarqe the po>o~ers 0f any corporation ,_,ivt~n by 

its articles of incorpor...tt.ion or chart.er, but. do~s authorize a 

C(tl·por.:ttion formed under t.ht~ geno:···~l business, IOSIIri~nc:e, or 

gen~ral nonprofit corporation la>o~s of t:his st.atP to include In 

its powers the authority to tr...tnsact legal insurance. 

l. An application shall be in .!1 fon":"l pi('Scriberi hy the 

CCmtniSa.IOIH~r, If the clpplic."lnt. is not domiciled in this 

state. the applicati<ln rnust bt! ;u:companiPd by a power of 

ctt.lnrney duly exect1ted by tt1(' applicant. appolntinq the 

c:onun.i~;siont~r. and the corr.mtS!Honer's duly authorized deputies, 

dS the true and lawful at.t,Jrneys of the applicattt in and for 

tl\iS st:ate, upon whom all l.!lwtul prot:ess in any lt~gal action 

or proceedinq against. t.tw 41.piJlic:ant on a ca1we of actlon 

.~rising in this state rMy be !J.(•rved. 

Sec:. 4. ~-~-~~_f.'fiON. 'Jl'lf.1 COtml'l'IONS fOR ISSUING 

CERTifiCATE OF AUTHORJT'l, 

Upon receipt of an application for ct certkficate of 

authorit.y, the commissioner shall issta! or d~ny a certificate 

purs11ant to thia chapter within thirty Jay~ of the 

appl.ic..tt.ion, which may be extended for ~n addit.inn.ll thirty 

days Ly notice to the appltcant pr1or t•) tile expiration of the 

first thirty days. A certtficate of authority shall be issued 

tJpon payment of the applH:at.ton fee prescrihE>rl in ~wction 

~,l'>F'.l8 of this chapter, it the Cl1CI"J111GStoner is ~;at.iufiPd that. 

all of the followinq cond1t l1HtS are rn~t: 

~ 

J. 
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1, Ttw pt:rsons r~spon~;.ibl•~ lur tl11~ condoJr:t. <lf ttl~! aff;Jirs 

of the ,Jpplicant are comp!!t.ent., t.ru~~tworthy, .Jnd rlf qo~ld 

reput.;H.toll. 

2. 1"tu~ -c~.ppli.cant dPmon.st.rates the willinqtu~:;s. and ability 

to a.'-lSIHI~ that the promised benefits C<l.n be provided. In 

making thi5 determination t.tH~ con·JIIissioner sh.Jll £:onsider so 

far ilS applicable all of the following: 

d. The adequacy of capital and surplus considered Ln 

r~l.ttion to the other itemm in this sectiott. 

b. Any agreement with la~o~yec5 for the provision of leqal 

Sl~rvic(:S.. 

c. 1'h•~ financial soundness of the appli<:<1nt's arrangements 

tor legal services and the schedule of rat.r~s proposed to be 

w~ed in connection with the arranqo~rnent:::; for leqal services. 

d. Any agreement with another person authorized under this 

chapter, an insurer licenned o..~nder the gP.nPral insurance laws 

to do bus1ness in this stat~. a reinsurer eliqible under the 

laws c'r ruli!S of this stat~ to pr\lVide reinstarance, or an 

ctgr~ncy of the federal or st~tc qovPrnment for insuring the 

payment of the cost of leqal serv1ces ur t.he provision for 

automatic i!pplicability ot dO alternattve c:ovrHaCJe if the 

ins1Jrer is unable t.o perform its obltq~tic>nK . 

e. Any S11rety bond oc depostt of cash rlr securities as a 

quar.1nt.ee t.hat the obl iqat1ons wi 11 be duly performed. 

t. It the applicant is licensed as ~n insurer under other 

insucanc~ laws of this state. whether the applicant has 

c:omplit!d with the requiremPnt.s of t.hosL> la.,..s. 

Sec. S. ~~ SECTlO~. Sl'iofo'.S REGULA'l'ION Of POLIC'l FORHS 

ANl) RATES. 

1. a. A contractttal obligdtlon for leqal in»urance shall 

be evldenceJ by a policy or mast.er pnl1cy. l.eqcll insurance 

may be written on an individu.ll, qroup, blclttkPt, or franchisf! 

hast!>. f:at:h person i.nsucell under ~ qruup pol1cy r."lust be 

tssued ~ certificate of covetdq~. A legal Insurance P"licy nr 
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CP.tti(ic.ltL~ of any kind !>h.)ll not bt~ is.sut!d or Jelivereol i.n 

thif> !;t.at.e •mlea::; and urltil <1 copy of the polu:y or ma.st:er 

policy and certificate l)f t:ovt~Cil.qe ha~ lil~t~n {ilt~d wittl <)Od 

.1ppr·r~ved by the cornmissioru~r. 

t... Ttle policy or m<'ts.t~r· p~l icy and cert ifi~att: ot coverage 

must n\L'\.~t: all of the followinq t·pquiu~r:'ll~nt.s: 

(1) A policy or altlF>Iet· policy miJ!it cont.tin .:1 dt!tdiled list 

.1nd rJes.cription of the lt!<Jill ~ervictw p•·or.~i!led or· the ll!qal 

matter:; for whlch expetH;ca .Ht! t:o be reimb\lrsed <~nd the amount 

elf reLmb~rsement. 

{:?.) A policy or cectificat:e unde•· a master policy must 

indicate pro~i.nently the name ot th~ insurer and t.he full 

,Hlrlrf!'ss 0f its principJ:l pl.lc:P of businc::;a, 

( .l) A ce1· t if icatP i ssucJ undt!r a qrcmp pol icy f"'<l',' 

SllrntttcHi?.e the terms at U1e- mastt-r contract tJut must t:ont.aln a 

(ull iJnd cle.u statement o( tht! benet i t.s provided, 

<:. The cortl:Tiissionec m.1y disapprovt? tht~ loren of il policy, 

mctste-r p::llicy, or certificate of coverdge lf t.he corTU'tlisaionPr 

finds that it fails any of the following: 

( 1) Does not meet the requirements of subsection "b". 

(l) Is unfair, unfairly discl·iminctt.ory, misleadifHJ, 

obscuc(~. or encourages r.li$representat ion or :flisunrier!;tandinq 

of the contract., including cases. wher·c the tocc:'l does any of 

the following: 

(a) Provides coverage or benet its tt1at are too restricted 

to achieve the puq>OSPS t'or wtuch the pol1cy i!> designed. 

(b) Fails to attain a reasonable degree of read&bility, 

simplicity, and conci~cne5s. 

(c:) Is misle.adlng, decepti~~. or obs<:ur~ Lecau~@ of its 

phyuica1 a~pects such as for~at, typography, style, color, or 

rHgantzat 10n. 

(.1) Provides covetit<.W "H J)l•twfit~;. or contain~; other 

provlsl:"Jns that would ~~nd.HHJ~f r·.ht!" ::;olvt!ncy nl· the in:wrer. 

(4) Is contrary to l~~. 

• • 
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2. ~. Rate filinq ~nd r~t~ c~view pro~edures applicable 

to ~hi!J chapt.er shall he t.hosP fHH out. in r:haptf!r 515A and 

!>Upf.ot t 1nq n1les. 

b. The rates of a lelJal expen!~l!' insurer nust mPet all of 

the- following requirements: 

(1) Th~ rates must be ~~t~llliBI1ed and juuti(ied in 

.H;cord<11l<:e with <)enerally accepted insurance principles, 

including b1tt not limited to the expe-rience or judgment. of the 

insUI'PI' m.lkinCJ the rat~ filing or actuarial compiJtations. 

(2) 'ftle rates shall not be excessive, inadequate, or 

unfairly discriminatory. Rates are- not unfairly 

l'lisc1· iminatory because t.ht~y are averaged broadly among persons 

insu((.>l\ under group, franchise, or blanket policies. 

c. The commissioner may by written OCi'ler, susp~nd, or 

modify th~ requirement~ ol [ilinq for dny ri~k, group, or 

class of risk, the rat.P.s for which c,Jnnot practlc,llly be filPd 

b~fore they are used. 
J. If the- comrni.s5ioner determines U1at a form reviewed 

under subsection 1 ot· a schPdtrlP of r<lt~s review~d undec 

:;ub~ecti.on 2 t:Otllplies wlt.h t.tw cequirernl:!nts of this section, 

the cornnissioner shall approve the form or r.chedule within 

thlrty dctys, which may be e-xtended tor an additional thirty 

days, by notice in writing to the pe-rson makinq the filing 

priot to the expiration of tilt~ first: thirty days. If the 

COI'ltnt~sioner disapproves a filing the <:01TII1lissioner shall 

notify th~ person ~akinCJ the filing in writing specifyinCJ th~ 

reasons foe Jisapproval. A hearing shall be granted within 

thirty d~ys .Jft~r a request in writinq by any pe-rson agqrieved 

by the Jccl9ion of the commissioner. The commissioner may, 

after notice and hearing, disapprove any rat~ that has been 

previously c1pproved. 

4. Thl! commissioner may requ1 rl:! the roubmlusion of any 

i.nfrnrnation de-emed by the corr-missioner to be r~levant and 

,·t:>ason~tJly necessary to d•~t.el'mtne whether to ,lpprove or 

di~approve a fillnq mach~ plH~;u;ult to <:;uL~;N:ti('ll 1, ?, cH 4. 

(/) 
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St~c. 6. NF.W SECT ION ')l')f.ri SI:PAftATE ACCOtJNfS. 

f.xt~ept tn1· Pmploy~l! wt•l{<tl"' b>:>r~l'f1t pl<~n:; t"(.'<JUldtL•d under 

th~ fr.-rlt!fdl Employt!t! Rt~tir•:mcnt Inc~urt~ So~curit.y Act,~ pP.rson 

traru;,1ctinq ttu~ busines:~ of l~q.11 i•lS\tr.lnc•~ .tnd any bu51nes!l 

other th~n insurdnC~ shall tr~nsact legal in~·~r~nc~ wllally 

throu9h ~ :Jegregated ac•:-ount in accord<.~nce with all of the 

followinq f"(~qui remPnt.s: 

1. Tlw segregated account must ~at. isty ttrc f in~ncial 

requir~ments. for issuance(){ d t:l~rtificate of duthoraty. 

2. Except as provided in $Ubsr~(;titHlS (, .1nd 7, t.he incomf! 

and ·lS~t.·t~; cltt.ributabl~ t.l1 the s~qreqat.ed ,1cc:ount shall dlwctys 

rPmain idL~ntifiable IJithin the .1ccount. but unless the 

commisslor\er so orders, the dS!Wt~ 1\l!t!d not be k.ept physically 

separat.e from other <1SSt!t:s o1 the pcr!>on. The 1ncom1!, qatns, 

and los~e~. whether or nat realt2(!d, from dsset:; attributable 

to thP 5e~regated accaunl shall be credited to or charqed 

aqain!>t the account without. C(~qard to other 1ncome, q.11ns, or 

losses of the person. 

l. Except as pravid~d in subsectLOfl ~. dssets ~ttrlbutable 

to,, !·wgre<Jated c~ccount siMll not Le clldrqei:!.ble with ,\ny 

liabilities arising out of any other Lu~ines~ •Jf thP p~tS()n, 

nor ~hall .1ny assets not. .sttributable to the account bt~ 

charge.1ble with any li<lbiliti~s arisit\q out of tht! account. 

1. Th~ seqreqated acc(Juflt ohall he rlf~emerl an inau1·e1 

within the meaninq of chapter ~OJC. Claim~ remaining unpaid 

aftP.r <:orr.pletion of the liquid,lt.i()l\ under s~Jction 'JO"JC.42 

shall be lion& on the intPrcst& of sh.lreholders, it auy, in 

allot the person's assets that are not liquidated. 

S. A~st~ts allocc~ted t.o ~•~Qrl!gdt.ed acc.:aunts are t.h~ 

property of the person, ~hich ~s not and shall not holJ itself 

out to be a trustee of ttte ~ascta. 

(,, A person may allrJc~te a port1on or p<lrt of .1 particul.H 

asset t.o t.he seqre<Jated accr:unt. 

J 
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I . Tt•e pP.rson may lly •n iclentiflable ~ct 1r.1nsfec a~set~ 

t.o or trom th~ l:H!gU!q.Ht•d .1cc .. .)~10t If tJottt of t.h~ follo...,ing 

cofldl I ior\S clff~ Sdt iS(lt:d: 

•'· Ttw t(~rrn.s are faia <1fld re.1sonahle. 

b. Thf~ books, accounts, and records of ea~:h IMcty are 

malnLtinl!d S() as to clea1·ty .:wrl M:"CtHately disclo:;e the 

prectsc nrtt•Jre and detdils Df t.he tr.lnsc:ll:t.i(m. 

S1~c. 7, Nt:W SECTION. Sl'JF',7 H.ANAGEHENT AND EXCI.USIVE ------
CONTRACtS • 

1. An insurer shall not ~ntec into drlY exclusive agency 

contract or rnanaqement <:cmttc\ct., unl~ss the •:ont.ract ls first 

fi lt~d with the commissi<lllcH clnd not: dis<1pprovpd under this 

~~c:tion within thirty day~ dft.~r tilinq, or ouch reason~ble 

~~xt.end~d pertod as the corrollll!l:>ioner m~y specify by notice 

within t.h•! thirty days. 

2. ·rhe comsnassioner :;horll rlisapprov~ a l~Orltract und~r 

subsec-lio.H\ 1 tf t.he cornrn.ission~r finJ~ that .1ny of the 

following nlnditions exist: 

a. Th1~ contract sub)ect.s the insurer to f')(c:essive ch4cQe9. 

b. The contract extends for an \Jnreasonabh~ period of 

t. Hne-. 

,;. ·The contract does not contain fair and ao..tequate 

~tandards of performance. 

rl. Tht!' p~rsons l!mpowen~rt under th~ crJntract to manaqe the 

1nsurer <He not s11fficiently trur.t.·.,.octhy, competent, 

PXpt!rienn!d, or free from conflict of interest lo manaqe the 

i.nsurer wit.h due reqard for th(· intert~sta of ils insureds, 

creditor!>, 0r the pt!bl ic. 

e. The contract cont.<tin:; p1·ovisions wtllch impair the 

ittte~ests of the insurPr ·~ insureds, creditors. or the public 

tn t.h1s state. 

s~c. 8. HEW S~C"TJ9~. ')!Sf.tl ANNUAL Rf.PORT. 

An inst1rer shall annu~lly, on or before the first day of 

Hcut:tl. tile t.>ilh the C()mmi5.:;1onP.r a c•~por~ vec1fied by at 
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le~st l\o'O pclncifJal oftict~r:;. TtH~ report sh • .1ll be on fQcms 

(Hf!:;t:-ribed hy t.he coiTI/I\is:;\on~r ttnd shc1ll in<:lude all of the 

followinq: 

1. A f 1nanciul statt~ll'.el\t. of the in~ur~c 's legal insurance 

husine.s!'> including <Jll o{ the follow1nq: 

a. Its bal.'lnce sheet. 

b. Its receipts and di:;burse~ent~ for the prec:~dinq year. 

2. Ally material changes in the infornation suhmitted 

pucs.uant to section 515-F.4. 

3. Information c\hout. the number of pe1·sons protectl!d dnd 

teun1nat~d as may be required by the cor,.missioner. 

4. Other information celdting to thu pe!·form.Jnce of l.he 

instut~r as \S ne-cessary to ene~ble the commissioner f:{) enforce 

~nd administer this chapter. 

St~c. 9. NE:W_~~~~(!~. S1Sf.9 Rt::SF;f(Vf.S. 

An tnsurer must maintain the reserv~s n~c~~sary (or the 

sound oper<~ti.on of the bu~;i.ness includirH} une<HIH.•d jHPmlum 

reservL~s. The amount and manner of c~llculating lhes~ reserves 

shall be determined by rulP hy thP cotnrlH!'.a.Loner in accordance 

with section 5l5F.l7. 
St!C. 10, NBW SE<;'!'_!Q~. ')lSF.lO ItJVf.STMt:lH OF' ASSETS. 

The inllea.table funds qen~ratP.d t.hrouqh the t1·ansacti.on of 

t:he businPsa of leqal i.nsucance by a person who i.s not 

licensed to transact othPr lines ot insurance shall be 

invested in securities or other inlle3lmPnts permitted by the 

law~ of this st~te for the invest~ent of asset~ ot life 

1nsur.1ncc ot in stJch otlu~r securities or invP.st.ments dS the 

co~ISSioncr permits. 

SP<:. 11. ~!;~---~ECTIO~. SlSt'.ll 1'RADE PRACTICES. 

ChaptP.r SOlO ~pplies tel persons trans~c:tinq the b11siness of 

lP.qcll insurance except as Ule chapter IS inconsistent with an 

expr~ss provision ot thia chapter. 

St•<.:- ll. ~f:~-1-~f.~~q~- 'JJ',F.ll LlCI::NSitlG Ot" AGI::N1"S. 
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1'hP c-<lrruni~;!>ione-r may, in ...tccord,\nce with ~a.•ct.ion SlSF.l7 

adopt rt!,\Sonahle rules to pHwuh~ for the lict~nning of aqent:i 

t:r<.~nG.:tc:t ing or !tellln9 lecj,\1 t~xpt~nst~ insuranc:t!. 

S~(:. l.l. NEW -~~CTr_Q~. 'iolSF.l3 EXAHINA1'10Wi. 

1. The commissioner shall mak.P "" Px~1tllinalion of the 

e~ffilirs of any insurer as often as de&.mod neces:oacy for thP. 

protection uf the int~rest of the people of this state. 

2. Section 507.B shall apply to examinati.ons conducted 

pursuant to subscct ion 1. 

Sec. 14, NEW S_F:<;:T~Q~. ~ll'll-".14 PROFESSIONAL E'rlt[CS. 

Tht! co!l'lmissl.oner shall n~port to the Iowa state bar 

associ ell lOll corosnittee on profpssional t!thi.cz and conduct 

pu!Stlilnt to the provisions ot supreme court rule 118 any 

in(ort:~.:ttiQn which tht~ com.rni!~sioner considers to be of 

subGtancP, relating to posuthle violations of the code of 

prott!SSion<ll responsibility. 

Sec. 15. ~B-~_SECTIO~. 515P'.l'.i RF.VOCA1'10N OF Cf.RTIFICATE 

OF AUTUORITI'. 

The convnissioner may su:-;pend, rcvol.:e, or refuse to renP...., 

<lny certificate of authority to a person transacting Lhe 

business of legal insurance pursuant t.o :H!Ction 522.3. 

Sf!<:. 16. NEW S~~"T~_ON. 'll!>F.l6 SUPERVISION, 

Rl:UA8lLITATION, AND Ll0UIOA1'ION. 

Ch,lpt·.er ~)07C shall ilf)ply to a person trana.:.cting the 

busine!is of legal i.nsurance Ut\dP.r lh~ provisions of this 

chapter. 

Sec. ll. NEW_S~~-"TION. '.)I'Jf'.l1 ADOPTION Of RULES. 

The c;ommi s~i.oner may ctdopt. pursuant to chapt.er 17A such 

reMWndblP rules as are net:Pssary or proper to carry out the 

proviaion$ ot this chapter. 

Sec. lB. ~E:W S&CTI~l~. Sl5P'.l8 Ff.ES. 

A pP.rson subject to thlt> chapt P.t st\~11 pay to the 

C"()rr.tntssloncr t:he fees required by aect·ions 511.24 and SlS.l28. 

St~c. 19. NEW S~C:'!'~9~- 'd'>f.l<) TAXATION. 
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Lt~q,ll lrl~HJranc•~ premium:; !~h.:tll h•· t.lx.tbl>:> undl!r th~ 

pr\IVt~>l\)fiS r)f s~ct.ion ~.1:!.1. 

St~...:. :?11. ~F.W SJ:=:C'l'IC.~~· '•I')F'.lO PUfH,IC OOCUHt:tHS. 

An appltcation, fillnq, oc rep1Ht l'f~·l1lli'Pd undt~r this 

t:hapter IS. .1 public document. 

S•~c. )1. ~!:-~ .. ~~~'!!.Q~. '>lSF.ll UNAUTHORilt-:0 ltlSURANCE. 

Sub)L~ct to the pro•Jisions of t.hls c:tt.-pter, chaptt~r 507A 

shall ~pflly to a person trdnsactinq the b11Sin~s.s of leqal 

insurancP. 

Sec. 12. ~~·~ -~~~TIO~. ~l'lF.21 AVJ'(.ICARILI"fi' Of GENF.RAI. 

INSURANO: LAW TO l))SURANet-: COMPANII:S. 

Th~ provisions of the state's qeneral tt)S\lranc~ l~ws apply 

q~rterillly to legal insttrancp !Jffpred by an insurer licensed to 

wcite ather kinds of in~urance; prov1d~d thdt leqal Insurance 

sold by such an insurcc under a c~rtific&te of authc1r1ty 

obt.ain~d under this chapt~r :~hall be requlated by the 

provh;ions of sections SlSf.l tttrouqh •)tSt'.S, SISF."l, 'JlSF.l2, 

S1Sf.l4, SlSF.l7, and 515P.l9 instead (It the corresportdinq 

sccttons of the q~neral tnsttrartce law. 

Sec. 2.). N&1-.1 s.~£'E.Q~. S1St".2l APPI.ICAEULI'1"l OF GENERAL 

INSURANCE LAW ·TO AJ,L LE:GAL INSURERS -- !lf.ARIN(;S ANO APPF.AJ.S. 

l. An ocder or rule of t:he commissiont!t issuert under this 

ch~pter shall be subject to the provisions of t~e stat.~·s 

qeneral tnstrrance laws and t.h~ (lrclvisions of the 

•ldrninistrat.ive proceduces Act., chapter l"lA, tt!lat.inq to 

hearinqs and appeals. 

2. l::xcept as ottterwi!H! pcovitled 1n this chapter, the 

provision5 of the qenetdl insurance l~w s.h~ll not apply tel 

Insurers duthorized to transact the busin~sB of leqal 

insurance under tt1is chapter. 

Sec. }4, ~_f.-~ §~~TI~~· '.d5F'. )4 TNANSI1'10N PROVISION. 

A pers•Jn transacting thP t•ustnpss ot legal in~uranc~ as of 

U1e effectt•Je dat.e of thts 1\c:t. f~h,tll suhnut iHI .lpplic:<~tion t()r 

"cel'r tf'ICclle ot' <Juthortty under ~a·ct.ton Sl?Y.-1 wtthin ninety 

J 
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•l;1r; <~t •tw .-tf•~c:tl~·e d.u .. qt rht:> fH·t .1nd ~tlP ,Jppl•cdnt m.1y 

•:on~lrllU' r.·:• opr~ra~·~ trntll 1ht• v<<l'"tnl'>:itOt11'r act~; up>)n the 

''PPl"·.ttl>lfl. If "n dppltc.l~J<>n ;~·. •h~niPd "ndPt :a•ction 

,,,,,r 4, th(' applic.1nt. sh,lll t•t' r rt•.it.Pd ,1s .1 ll~\}.tl 11\SurPt 

..,hns.p Ct~rttf'tc<Jte of a11thortty tliJ~; bet•n re·Jnkt?d. 
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