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A BILL FOR

An Act relating to the regulation of the business of insurance,
amending certain filing requirements, filing fees, and the |
deposit of those fees by the insurance division, providing for

1
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3

4 the prior review and approval of certain policy forms and
9 5 rates prior to issuance or delivery, making mediflcations to

6 certain meeting and license renewal requirements, providing

7 administrative penalties, and providing for the Act's

8 applicability.
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Section 1. NEW SECTION. 507C.20A REDOMESTICATION OF

FOREIGN INSURER.
The commissioner may petition the court for an ancillary

receivership or for an order redomesticating a foreign lnsurer
which is the subject of a liquidation or other delinquency
order in a reciprocal state. Only the corporate charter and
rights to the licenses under such charter shall be
redomesticated to -Iowa. All claims against the foreign
insurer shall remain a part of and be administered through the
reciprocal state liquidation or other delingquency proceeding.
Following notice as prescribed by the court and a hearing, the
court may sell the corporation as an entity, together with any
of 1ts licenses, free and clear from the claims or interests
of all claimants,rcreditors. policyholders, and stockholders
of the corperation under liquidation or other delinguency
proceedings, wherever located. The sale may be made on terms
and conditions the court deems appropriate. The prcceeds of .
the sale, less court costs, attorney fees, broker's fees, and
the commissioner's expenses in effectuating the sale, shall
become part of the assets of the liquidation or other estate
in the reciprocal state.

Sec. 2. Section 507C.33, supbsection 1, Code 1991, is
amended by adding the following new paragraph after paragraph
a and relettering existing paragraph b:

NEW PARAGRAPH. b. Notwithstanding paragraph "a", the

agent, broker, premium finance company, or other perscn, is

not liable for uncollected unearned premium of the insurer. A

presumption exists that the premium as shown on the bocks of

the insurer is collected and the burden is upon the agent,

broker, premium f£inance company, or other person &0

demcnstrate by a preponderance of the evidence that the

unearned premium was not actually collected. For purposes cf

this paragraph, "unearned premium"” means that portion of an

insurance premium ccvering the unexpired term of the policy or .

the unexpired period cf the vcliicy period.
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Sec. 3. Section 508.15, Code 1991, is amended to read as
follows:

508.15 VIOLATION BY FOREIGN COMPANY.

Companies organized and chartered by the laws of a foreign

state or country, failing to file the evidence of investment
and statement within the time fixed, or failing to timely file
any financial statement required by rule of the commissioner
of insurance, shall forfeit and pay the-sum-of-three five
hundred dollars, to be collected in an action in the name of
the state and paid to the treasurer of state for deposit in

the general fund of the state as prowvided in section 505.7,

and their right to transact further new busiress in this state

shall immedlately cease until the requirements cf this chapter

have been fully complied with. The commissicner may give

notice to a company which has failed to file within the time

fixed that the company is 1n wviolation of this section and if

the company fails to f£ile the evidence of investment and

statement within ten days of the date of the notice the

company shall forfeit and pay the additional sum of one

hundred dollars for each day the failure continues., to be paid

to the state treasurer for deposit in the general fund of the

state as provided in section 505.7.

Sec. 4. NEW SECTION. 508.l15A SUSPENSION AND SUMMARY
SUSPENSION.

The commissioner may do one or more of the following:

1. For a violation of Titlie XX, after a hearing provided
pursuant to chapter 17A, order the suspension of the license
or authority to transact the business of insurance within the
state.

2. Upon three days' notice, 1f the commissioner has reason
to pelieve that there 1s imminent substantial risk to an
insurer's scivency, order the insurer $¢ appear before the
commissioner and show cause why 1lts license or authority te do
ingsyurance pusiness within the state should not be suspended.

At rhe nearing to show cause, the commissioner may summarily
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suspend the license or authority of the insurer to do business
within the state.

3. Summarily order an insurer tc cease and desist from a
violation, anticipated violation, or suspected violation of
chapter 507B, 510, or S513A, if a hearing is provided pursuant
to chapter 17A within thirty days of the summary cease and
desist order.

Sec. 9. Section 512A.5, Code 1391, is amended to read as
follows:

5124.5 FEES TO COMMISSIONER.

There The following fees shall be paid to the commissioner

for services required under the-provistens-of this chapter the
folitowing-fees, which shall be accounted for by the
commissioner in the same manner as other fees received in the
discharge of the duties of the office:

L. For filing and examination of amendments to the

articles of incorporation fsv-srgantzatien in this state and
the accompanying general plan of operaticn of any benevolent
association, and the issuing of the permission to do business,
ten twenty dollars.

2. For filing an annual statement of a benevolent
asscciation, and lssuing the renewal of the permission
regqulred by law to authorize continuance in business, three

twenty-five dollars per existing unit, not to exceed three

hundred dollars in the aggregate,
Sec. 6. NEW SECTION, 514A.13 'FILING REQUIREMENT ~- PRIOCR
APPRCOVAL.

A policy of insurance against iocss or expense from sickness
or from the bodily injury or death by accident of the insured
shall not be issued or delivered to any person in this state
and an application, rider, or endcrsement shall not be used in
connecrion with the policy until a copy of the poiicy form and
of the classificaticn of risks and the premium rates, cr, in
the case of cooperatives or assessment companies the estimated

Costs pertaining to the policy nave been filed with and
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approved by the commissioner.

A filing is deemed to be approved unless disapproved by the
commissioner within thirty days of receipt of the filing by
the commissioner.

Sec. 7. MNEW SECTION. 514A.14 DISAPPRQVAL OQF FILING.

1. The commissiconer shall notify an insurer which has
filed a policy form pursuant to section 514A.13 that does not
comply with this chapter or chapter 514D, or rules adopted

pursuant to those chapters. The notice shall inform the
insurer that it is unlawful for the insurer to i1ssue the form
or use it in connection with any policy, if the commissioner
finds upon review of the form, either of the following:

a. The benefits provided are unreasonable in relation to
the premium charged.

b. The form contains a provisicn which is unjust, unfair,
inegquitapble, misleading, deceptive, or which encourages
mistepresentation of the policy.

2. In a notice provided under subsection 1, the
commissioner shall specify the reasons for disapproval and
state that a hearing will be granted within twenty days after
request in writing by the insurer.

Sec. 8. NEW SECTION. 514A.15 WITHDRAWAL CF APPROVAL.

The commissioner may at any time, after opportunity for

hearing, withdraw the commissioner's previously given approval
of any such form on any of the grounds stated in section
514A.14. 1t shall be unlawful for the insurer to 1lssue a fecrm
or use the form in connection with any policy after the
effective date of the withdrawal of approval. The notice of
any hearing granted under this paragraph shall specify the
matters to be considered at the hearing. Any decision
affirming disapproval or directing withdrawal of approval
under this section shall be in writing and shall specify the
reasons for the disapproval or withdrawal of approval.

Sec. 2. Section 515.26, Code 1991, 1s amended to read as

follows:
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515.26 DIRECTORS.

The affairs of a company organized as provided by this
chapter shall be managed by a number of directors, of not less
than five nor more than twenty-one, all of whom, in case of a
stock company, shall be stockholders, or, in case of a mutual
company, be policyholders, or before the company shall effect
insurance, be subscribers for stock or for insurance as the
case may be., When-the-patrd-up-capitai-for-a-stock-companys-or
the-subseripeions-for-rnaurance-for-a-mutuat-company,;-akatt
have-been-obtatned;-the-tnecrporators-ar-directors-in-eharge
of-the-business-shati-gitve-at-least-ten-daysi-written-notice
by-ma&i—to~steekheidees—er—subscriber57-as—the—case—may-bE7—oE
a-meeting-of-the-steeckhetders-cr-subscribera;-for-the-esteetion
of-directorar~and-such-meeting-shatr-be-hetd-within-thirey
days-after-the-patd-up-capttat-or-supscriptiona-have-neen
securedr--fhe-directora-then-elected-ahati-eantinne-in-affiee
dntri-thetr-anecessara-have-been-ectecred-and-quatifreds

Sec. 10. Section 515.65, Code 1991, is amended to read as
follows:

515.65 CERTIFICATE REFUSED -- ADMINISTRATIVE PENALTY.

The commissioner of insurance shall withhold the
commissioner's certificate or permission of authority to do
business f{rom a company neglecting or failing to comply with
this chapter. In addition, a company organized or authorized
under this chapter which fails to.file the annual statement
referred to in section 515.63 in the time required shall pay
and forfeit an administrative penalty in an amount of three
five hundred dollars to be collected in the name of the state

for the-use-sof-tne-scate deposit in the general fund of tne

state as provided in section 505.7. The company's right to

transact further new business in this state shall immediately
cease untili the company has fully ccmplied with this chapter.

The commissioner may give notice to a company which nas failed

te file within the time required that the company is in

vio:ation of this secticn and if the company fails to file the




Sec. 3. Section 508,15, Code 1991, is amended to read as
follows:

508.15 VIOLATION BY FOREIGN COMPANY.

Companies organized and chartered by the laws of a foreign
state or country, failing to file the evidence of investment
and statement within the time fixed, or falling to timely file
any financial statement required by fule of the commissioner
of insurance, shall forfeit and pay the-sum-of-three five
hundrea dollars, to be collected in an action in the name of
the state and paid to the treasurer of state for deposit in

the general fund of the state as provided in section 505.7,

and their right to transact further new business ia this state
shall immediately cease until the requirements of this chapter

have been fully complied with. The commissioner may glve

notice to a company which has failed to file within the time

fixed that the company is in violation cf this section and if

the company faiis to file the =vidence of investment and

statement within ten days of the date of the notice the

company shall forfeit and pay the additional sum of one

hundred dollars for each day the failure c¢ontinues, to be paid

to the state treasurer for deposit in the general fund of the

state as provided in section 505.7,
Sec. 4. NEW SECTION. 508.15A SUSPENSION AND SUMMARY
SUSPENSION.

The commissioner may do one or mecre of the following:

1. For a violation of Title XX, after a hearing provided
pursuant to chapter 17A, order the suspension of the license
or authority to transact the business of insurance within the
state.

2., iUpon three days' notice, 1f the commissioner has reascn
to believe that there is imminent substantial risk to an
insurer ‘s soivency, order the insurer to appear betfore the
cecmmissioner and sheow cause wniy its license or authority to do
insurance business within the state should not be suspended.

At the hearing to show cause, the commissioner may summarily
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suspend the license or authority of the insurer to do business
within the state.

3. Summarily order an insurer to cease and desist from a
violation, anticipated violation, or suspected violation of
chapter 507B, 510, or 513A, if a hearing is provided pursuant
to chapter 17A within thirty days of the summary cease and
desist order.

Sec. 5. Section 512A,5, Code 1991, 1is amended to read as
follows:

512A.5 FEES TO COMMISSIONER.

Prere The following fees shall be paid to the commissioner
fEor services required under the-provrsiens-ef this chapter the

fottewing-£fees, which shall be accounted for by the
commissioner in the same manner as other fees received in the
discharge of the duties of the office:

1. For fiiling and examination of amendments t¢ the

articles of incorporation fer-ergantzatien in zhis state and
the accompanying general plan of cperation of any benevolent

assoclation, and the issuing of the permission to do business,

ten twenty dollars.

2. For filing an annual statement of a benevolent
association, and issulng the renewal of the permission
required by law to authorize continuance in business, three

twenty-{ive dollars per existing unit, not to exceed three

rundred doilars in the aggregate.
Sec. 6. NEW SECTION. 514A.13 ‘FILING REQUIREMENT ~- PRIOR
APPROVAL.

A policy of insurance against lcss or expense from sickness
or from the podily injury or death by accident of the insured
shall not be issued or delivered to any person in this state
and an application, rider, or endorsement shall nct be used in
connection with the policy until a copy of the policy form and
of the classification of risks and the premium rates, or, in
the case of cocperatives or assessment companies the estimated

COosis pertaining to the policy have been filed with and
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evidence of investment and statement within ten days of the

date of the notice -the company shall forfeit and pay the

additional sum of one hundred decllars for each day the failure

continues, to be paid to the treasurer of state for deposit in

the general fund of the state as provided in section 505.7.
Sec. 11. Section 515.77, Code 1991, is amended to read as

follows:

515.77 CERTIFICATE TO FOREIGN COMPANY.

When eany a foreign company has fully complied with the
requirements of law and become entitled to do business, the
commissioner of insurance shall issue to sueh the company a
certificate of that fact, which certificate shall be renewed
annually on the first day of May June, if the commissioner is
satisfied that the capital, securities, and investments of
ageh the company remain unimpaired, and the company has
complied with the provisions <f law applicable thezeto to the
company. Previded;-however However, the commissioner shall
not grant or continue authority to transact insurance in this
state &3 to amy an insurer the management of which is found by

the commissioner, after a hearing neid-thereen is provided, in

which the commissioner shall establish and consider any prior
criminal records or any other matters, to be untrustworthys or
50 lacking in insurance experience as to make the proposed
operation hazardous tc the insurance-buying public; or which,

after a hearing held-thereon is provided, the commissioner has

good reason to believe is affiliated directly or indirectly
through ownership, control, reinsurance transactions, or other
insurance or business relations, with any & person or-peraens
whose business operations are or have been marked, t¢ the

detriment of policyholders or stcocknolders or investors or

)
m

creditors or of the public, by manipulation cr dissipation

oy
b<

assets, or manipulation of accounts, or of reinsurance, or
similar injurious actions.
Sec. 12, Section 515.89, Code 1991, is amended tg read as

follows:
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515.89 REVOCATION OF CERTIFICATE OF FOREIGN COMPANY.

The commissioner of insurance shaii-be-autherized-to may
examine +nte the condition and affairs of any insurance
company, as provided for in this chapter, doing business in
this state, not organized under its laws, or cause such
examination to be made by seme a person er-persens appointed
by the commissioner having no interest in any insurance
company; and when if it shaii-appear appears to the
commissioner's satisfaction that the affairs of aay-sueh a
company are in an unsound condition or that a company has

failed to maintain the capital and surplus required by section

515.69, the comnissioner shall revoke or suspend the
certificates granted in its behalf;-and-eause-a-notifreation
thereof-to-be-pubiished-in-some-newspaper-of-generat
etrentariony-puntrshed-at-the-seat-of-government;-and-ne-agent
or-agents-of-snch-company-after-such-nottece-ahati-tasune
pOrteies-or-renew—any-previonazy-trssued.

Sec. 13. NEW SECTION., 515.89A SUSPENSION AND SUMMARY
SUSPENSION.

The commissioner may do one or more of the following:

]

1. For a violation of Title XX, after a hearing provided

pursuant o chapter 17A, order the suspension of the license
or authority to transact the business of insurance within the
state.

2. Upon three days' notice, if the commissioner has reason
to believe that there is imminent substantial risk to an
insurer's solvency, order the insurer to appear before the
commissioner and show cause why its license or authority to do
lnsurance business within the state should not be suspended.
At the hearing to show cause, the commissioner may summarily
suspend the iicense or authority of the insurer to do business
within the state.

3. Summarily order an insurer to cease and desist from a
violation, anticipated violation, or suspected violaticn of

cnapter 507B, 510, or SI3A, if a hearing is prcovided pursuanc

.
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to chapter 17A within thirty days of the summary cease and
desist order.

Sec. 14. Section 682.11, subsection 1, Code 1991, is
amended to read as follows:

1. Any-company-engaged-tn-the-business-eof-becoming-aurety
upon-bonds The commissioner of insurance shall annually file,
with the clerk of the district court of any each county #n

which-the-company-witi-do-buatness;-a-certificate-from-the
commisstoner-of-insurance-thar-the-company-has-comptred-with
the-law-and-ts-authorized-to-do-business a complete list of

the corporate sureties to whom the commissioner has issued a

current certificate of .authority to transact the business of a

surety in this state.

Sec. 15. Section 682.13, Code 1991, is amended to read as
follows:

682.13 RECORD BY CLERK.

The clerk shall keep a book, properly indexed, in which
shall be recorded all such certifiecates annual lists from the

commissioner of insurance and subsequent notices of

revocations.

Sec. 16. 1990 Iowa Acts, chapter 1234, section 76, is
amended to read as follows:

SEC. 76. Sections S15A.1 through 515A.19, Code 1989, are
repealed effective July 1, 992 1993.

Sec. 17. Section 515.23, Code 1991, is repealed.

Sec. 18. APPLICABILITY. Section 2 of this Act applies to
any insurer subject to an order under section 507C.18 issued
on or after the effective date of this Act.

Sec. i19. The Code editor shall remove all references tc
chapter 513A in this Act and make cther related conforming
changes, if chapter S13A in this Act is not enacted by the
general assembly during the 1991 regular sessiocn.

EXPLANATION
Section 1 provides that the commissioner may redomesticate

a foreign insurer which 18 the subject of a liguicdation or

._8.‘
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other delinquency order in a reciprocal state for the purpose
of selling the assets of the cerporation, The proceeds, less
court costs, attorney fees, broker's fees, and the expenses of
the commissioner, become part of the assets of the liquidation
or other estate in the reciprocal state.

Section 2 provides that an agent, broker, premium finance
company, or other person is not liable for uncollected
unearned premium related to an insolvency.

Section 3 changes the fine for late filing of an annual
statement by a foreign insurer from $300 to $500. It further
directs the penalty to be deposited into the state general
fund for partial allocation to the insurance revelving fund.

A continuing violation is subject to an additional penalty of
$100 per day.

Section 4 authorizes the commissioner to suspend an
insurer's license as a penalty for violation of chapter S07B,

510, or S513A., The section further authorizes summary and .
emergency suspensions, provided an opportunity for hearing is
provided following the emergency or summary order.

Section S increases fees for certain filings made by
penevolent associations with the division of insurance. The
fee for filing amendments to the association's articles of
incorporation would increase from $10 to $20. The annual fee
would be increased on a sliding scale depending upon the size
of the association. The maximum annual fee under this section
wouid be $300.

Sections 6 througnh 8 adopt the model accident and health
policy regulatory law to require filing and prior approval of
individual accident and health policies. This section permits
the commissicner to reject any policy or rider i1f the
commissioner finds that the benefits provided are unreasonable
in relation to the premium, or if it contains a provision
wnich is unjust, unfair, inequitable, misleading, ceceptive,

Or subject toc misrepresentation. .

Section 9 strikes language governing notice of a meeting of

- -
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the shareholders of a stock insurer at which directors are
elected.

Section 10 would change the penalty for late filing of an

annual statement by a domestic insurer from $300 to $500. It
further directs the penalty to be deposited into the state
general fund for partial allocation to the insurance revolving
fund.

Section 1l amends the annual renewal date of a foreign
insurer's license from May 1, to June 1, to conform with
changes to license renewal dates for other insurers enacted in
1990.

Section 12 provides that a foreign insurer's license may be
revoked or suspended for failing to maintain the statutorily
required capital and surplus. It also eliminates the
requirement of publishing notice of the revocation of a
Foreign insurer's license in a newspaper of general
circulation.

Section 13 authorizes the commissioner to¢o suspend an
insurer's license as a penalty for violation of chapter 307B,
510, or S13A. The section further authorizes emergency and
summary. suspensions, provided an opportunity for hearing is
provided following the emergency or summary order.

Sections 14 and 15 remove the requirement that a surety
company file a copy of its certificate of authority from the
commissioner of insurance with the clerk of the district court
in each county in which the surety company will do business.
In place of filing individual certificates of authority the
commissioner will provide an annual list of admitted sureties
to all district court clerks. The commissioner will continue
to provide notice to district court clerks of any revccations
cf sureties' authority.

Section 16 amends the 1990 loss cost Act o extend until
July 1, 1993, the repeal of the existing rate filing system
for workers' compensation.

Section 17 repeals Iowa Code section 515.23. Both secticns

_lo-.

e e




5.0 e 6 3

1 are grandfather clauses ¢r transition provisions for insurers
2 organized prior to 1924,
Section 18 provides an applicability date.
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"Sec. . Secticn 510.7, subsection 1, as enacted
by 1991 Icwa Acts, Serate Fiie 518, is amended to read
as follows:

510.7 PENALTIES AND LIABILITIES.

l. 1If tne commissioner finds, after a hearing
conducted in accordance with chapter 17A, that any
person has v:iclated one or more provisions of this
chapter, the commissicrer may erée= do orne or more of
the following: o

a. For each separate violation, order the
imposition of an administrative penalty of not more
than ten thousand dollars.

b. Revoscation Order the revocation or suspension
of the producer's license.

C. Reimbursemens Bring a civil suit seexing
.e-nburseme”t bv the managing general agent cf the
Insuzez, tne rehabilitator, or the liguidator of &h
insurer f£or any losses iacurzed oy the insurer caused
by a violation of this chapter commit:zed by the
managing general agent.

Sec. ___ . Section 310A.4, subsection 1, as enacted
by 1831 Iowa Acts, Serate File 518, is amended to read
as follows:

1. a. 1If the commissicner nas reason to bel:ieve
that a concrelling procucer has commitced or is
committing an act which could be determined to be a
vico.atior, as defined in section 510A.2, the
commissioner shall cerve upon the controlling producer
in the manner provided by chapter 17A, a statement of
the charges and notice 9f & hearing to be conducted in
accordance with chapter 17A.

Br--At~-aucn- Hea***g——:*e—comn*ssfoner--us*
estas::sﬁ~:nee—tﬁe—cert:o::ér -preducer-engaged-tn-a
viciationy-as-defined-in-gestien~S:BAs2:-~Che
controtirng-praducer-shati-nave-an-opporsunity-to-be
heazd-and~to- p*esen*-ev*ce ce-rebubeing-sae-charges
and-to-estaiblisn-thac-che-insolveney-of-che- co**:ei:ed
imsurer-arsse-sut-of-svence-nct-abtsibutabie-re—the
vrotationy--Fhe- cec:s:en7—cete*v+nat*on-—o‘-o-cer—ef
the-commisssener-+a-gsupiece-to-Judretat-review
pursuant-to-chaprer—tFAs

D. At such hearing the commissioner shall
determine wnether %the contrclling producer encaged in
a viciation, as defined in sectlon 5:0A.2. The
concrolliing produger shalill have an opportunity tc be
neard and to dvresent evidehce Tebutcting the alleged
vicoiations., The final ac:tion of the commissioner ls

-G.
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H-3478
Page 2
1 subject to judicial review pursuant to chapter 174,

c. Upon the commissioner's finding of a violation
by a controlling producer, the commissicner may bring
a civil sult seeking reimpursement from the
controlling producer as provicded in paragraph "4". 1In
the suit, the controliing producer shall have the
burden of establishing that the insolvency of the
controiled insurer arose out of events not
attributable to the violation.

e d. Upon a finding, pursuant to this section,
that the controlling producer committed a violation
and the controlling producer failed to establish that
the violation did not substantially contribute to the
insolvency, the controlling producer shall reimburse
the state guaranty funds, created pursuant to chapter
515B for all payments made for losses, loss
adjustment, and administrative expenses on the
business placed by the producer in excess of gross
earned premiums and investment income earned on
premiums and loss reserves for such business.

d e. This section does not affect the right of the
commissioner to impose any other penalties provided
for under Title XX."

2. Page 8, by inserting after line 2, the
following:

"Sec. . Section 521C.11, subsection 1,
paragraph ¢, as enacted by 1991 Iowa Acts, Senate File
5.8, 1s amended to read as follows:

c. If a violation was committed by the reinsurance
intermediary, & ¢ivil action brought by the
commissioner seeking restitution by the reinsurance
intermediary to the insurer, reinsurer, rehabilitator,
or liquidator of the insurer or reinsurer for the net
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34 losses incurred by the insurer or relnsurer

35 attributable to the violation.,

36 Sec. . 1991 Iowa Acts, Senate File 518, section
37 63, is amended to read as follows:

38 Sec. 63. Sections 10 through 13, the producer

39 controlled property and casualty insurer Act, division
40 II of this Act, take effect July 1, 1991. An insurer
41 or producer subject to division II of this Act shall
42 not continue, renew, or ilnitiate a contract, or place

i<
LS

pusiness on or after July 1, 1991, unless in
compliance with division II of this Act, regardless of
the date on which the original contract was entered
into between the parties., The commissioner shall have
the authority to suspend enforcement of sections i0
through 13 of this Act until the earlier of July 1,
1992, or affirmative action of the national
assoclation of insurance commissioners to require
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H-3478
Page 3
1 enforcement of the Act as a condition of
accreditation. If the natloral assoclation of
insurance commissioners rescinds the model producer
controlled property and casualty insurer Act or
materially amends the Act, the commissioner shall
submit the repeal or revisions in a division prefiled
bill for consideration by the general assembly."
3. By renumbering as necessary.
By GRONINGA of Cerro Gordo

2
3
4
5
6
7
8

H-3478 FILED APRIL 3, 1991
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HOUSE FILE 634

1-3495
Amend House File 634 as follows:

1. Page 1, by inserting after line 35, the
foliowing:

"Sec. . Section 508.7, Code 1991, is amended to
read as follows:

508.7 LOANS TO OFFICERS.

Except as permitted in seetien sections 508.8 and
508.8A, the capital or other funds shall not be loaned
directly or indirectly to an officer, director,
stockholder, or employee of the company or directly or
indirectly to a relative of an officer or director of
the company.

Sec. . NEW SECTION. 508.8A LOANS TO
EMPLOYEES.

1. A life insurance company having a ratio of
statutory surplus to admitted assets of at least four
percent may make, acquire, and hold loans to
employees, officers, and directors under the following
terms and conditions:

a. The company may make a mortgage loan on real
property owned by an employee of the company which 1is
to serve as the employee's dwelling, provided the
company is regulariy and actively involved in making
residential mortgage loans to the public.

b. The company may acquire a mortgage loan on real
property owned by an employee of the company which is
+o serve as the employee's dwelling, provided the
company acquiring such loan is regularly and actively
involved in acquiring residential mortgage loans not
involving employees from sources in the secondary
market.

¢. The company may acquire a mortgage loan on real
property owned by an employee, officer, or director
which is included in a portfolio of mortgages
initiated by others and acquired by the life insurance
company. The mortgage loans in any such acquired -
portfolio of mortgage loans must satisfy both of the
following conditions:

(1) More than seventy-five percent of the dollar
value of the mortgage lcans must be for real property
that is owned by persons who are not employees,
officers, or directors of the company.

(2) More than seventy-five percent of the mortgage
loans must be for real property that is owned by
persons who are not employees, officers, or directors
of the company.

d. The company may continue to hold a mortgage
loan on real estate which is assumed by an employee,
of ficer, or director if the mortgage was originally
properly made or acquired by the life insurance

-1-
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company, provided that ail terms and conditions of the
mortgage loan remain unchanged and the mortgage loan
is serviced in acccrdance with customary servicing
practices of prudent lending institutions.

e. The company may continue to hold a mortgage on
real estate owned by an officer or director which was
properly made or acquired by the company before the
officer or director became an officer or director of
the company, provided that all terms and conditions of
the mortgage loan remain unchanged and the mortgage
loan is serviced in accordancé with customary
servicing practices of prudent lending institutions.

2. As used in this section, "employee" does not
include officers or directors of a life insurance
company."

2. Renumber as necessary.

By GRONINGA of Cerro Gordo

FILED APRIL 3, 1991
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BY COMMITTEE ON COMMERCE
(SUCCESSOR TO HSB 235)

(As Amended and Passed by the House April 4, 1991)

%Passed House /" Date 5’//"7/ G /9¢2) Passed Senate, Date zg;;z g'zr %3 /5% 20
1% .

Vote: Ayes 79 Nays o Vote: Aves g Nays o
Approved Qﬂg?.n 27, 127/

A BILL FOR

1 An Act relating to the regulation of the business of insurance,
2 amending certain filing requirements, filing fees, and the
3 deposit of those fees by the insurance division, providing for
4 the prior review and approval of certain policy forms and
S rates prior to issuance or delivery, making modifications to
6 certain meeting and license renewal requirements, providing
7 administrative penalties, and providing for the Act's

8 applicability. ,
9 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

10 ’ | |

11 *  House Amendments

12 '

13

14

15

16

17

18

19

20

21
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Section 1. NEW‘SECTION.‘ 507C.20A REDOMESTICATION OF
FOREIGN INSURER. = S | S

The commissioner may petition the court for an ancillary
receivership or for an order redomesticating a foreign insurer
which is the subject of a llqu1dat10n or other delinquency
order in a rec;procal state. Only the corporate charter and
rights to the licenses under such charter_shall be
redomesticated to Iowa. All claims against the foreign
insurer shall remain a part of and be administered<through the
reciprocal state liquidation'or“other delinquency proCeeding.
Following notice as preacribed by the court and a hearing, the

court may sell the corporation as an entity, together with any
of its licenses, free and clear from the oiaims'or interests
of all'claimants} creditors, policyholders, and stockholders’
of the corporation under liquidation or other delinquency
proceedings, wherever located. The sale may be made on terms
and conditions the court deems appropriate. The proceeds of
the sale, less court costs, attorney Eees,*ﬁroker's fees{ and
the commissioner's expenses in effectuating the sale, shall
become part of the assets of the llquldatlon or other estate
in the reciprocal state. : ‘ o
Sec. 2. Section: 507C. 33, subsectlon l Code L991, iS"
amended by adding the followan new paragraph after paragraph
a and relettering exlst1ng paragraph b: 7
NEW PARAGRAPH. b. Notwithstanding paragraph "a”, the
agent, broker, premium finance company, or other person, is

not liable for uncollected unearned premium of the insurer. A

presumption exists that the premium as shown on the books of
the insurer is collected and the burden is upon .the: agent,
broker, premium finance company, or other person to
demonstrate by a preponderance of the evidence that the
unearned premium was not actually collected. For purposes:of
this paragraph, "unearned premium” means that portion of an
insurance premium covering the unexpired term of the policy or
the unexpired period of the policy‘per;od.

-1-
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- Sec. 3. Section 508.7, Code 1991, is.amended tb read as
follows: f , '

508.7 LOANS TO QOFFICERS.

Except as permitted in seetion sections 508.8 and 508.8a,
the capital or other funds shall not be loaned directly or
indirectly to an officer, director, stockholder, or employee
of the company or directly or indirectly to a relative of an
officer or director of the company. o

Sec. 4. NEW SECTION. . 508.8A LOANS TQ EMPLOYEES.

l. A life insurance company having a ratio of statutory
surplus to admitted assets of at least four percent may make,
acquire, and hold loans to employees, officers, and directors

under the following terms and conditions:

a. The company may make a mortgage loan on real property
owned by an employee of the company which is to serve as the
employee's dwelling, provided the company is reqularly and
actively invclved in making residential mortgage loans to the

public.
'b. The company may acquire a mortgage locan on real
property owned by an employee of the company which is to serve

as the employee's dwelling, provided the company acquiring
such loan is reqularly and actively involved in acquiring
residential mortgage loans not involving employees from

sources in the secondary market.

c. The'companzrmay acquire a mortgage loan on real
property owned by an employee, officer, or director which is
included in a portfolio of mortgages initiated by others and
acquired by the life insurance company. = The mortgage loans in

any such acquired portfolio of mortgage loans must satisfy
both of the following conditions: '
(1) More than seventy-five percent of the dollar value of

the mortgage loans must be for real property that is owned by

persons who are not employees, officers, or directors of the

comEanz ,

(2) More than seventy-five percent of the mortgage loans

_2._'
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must be for real property that is owned Si“bérgbﬁs*wh6“aré"hét

employees, officers, or directors of the company. ) gf
d. The company may continue to hold a-mortgage loan on o
real estate which is assumed by an employee, officer, or .

director if the mortgage was originally properly made or.
acquired by the life insurance company, -provided that all
terms and conditions of .the mortgage loanubemaxnwunchanged and
the mortgage loan is serviced in accordance with customary

servicing practices of prudent lending institutions.,

e. The company may continue to hold a mortgage on real
estate owned by an officer or director which was properly made
or acquired by the company before the officer or director
became an officer or director of the company, provided that
all terms and conditions of the mortgage loan reémain unchanged
and the mortgage loan is serviced .in accordandée’ w1th customary

servicing practices of prudent lending. instifutions. °
2. BAs used in this section, “emplogee“ does -not include ‘
officers or directors of a life insurance company. -
Sec. 5. Section 508.15, Code 19951, 1s,qmended to read. as
follows: | ' B - ’
508. lS VIOLATION BY FOREIGN COMPANY."
Companles organized and chartered by the laws of a foreign
state or country, failing to file the: evmdence of 1nvestment
and statement within-the time fixed, or Ealllng to timely file
any financial statement reguired by. rule of the- comm155;oner
of insurance, shall forfelt and pay the—sum oé bhree five
hundred dollars, to be collected in an ‘action in the name of
the state and paid to the treasurer of state for deposit in-
the general fund of the state as.previded in'ée&tioh 505.7}
and their right to transact further new business, iﬁ this”étaté‘
shall immediately cease unt;l the requlrements of this chapterw
have been fully complied with. The commissioner maz_glve

notice to a company which has failed to file within' the: t’me -
fixed that the company is in vmlatz.on of this section and if .

the company fails to file the ev;dence of investment and

_3_
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statement within ten days of the date of the notice the

company shall forfeit and pay the additional.sum of one _
nundred dollars for.eacn day the failure continues, to be paid
to the state treasurer for deposit in the general fund of the

state ag;probided in section 505.7,

Sec. 6. NEW SECTION. 508.15A& SUSPENSION AND SUMMARY
SUSPENSION. o

The commissioner may do one or more of the following:

1. For a violation of Title XX, after a hearing provided
pursuant to chapter 17A, order the suspension of the license
or authority to transact the business of'ihSurancé within the

state, .
2. Upon three days' notice, if the commissioner has reason

to believe that there is imminent substantial risk to an
insurer's solvency, order the insurer to appear before the
commissioner and show cause why its llcense or authorlty to do
insurance businéss within the state should not - be suspended.
At the hearing to show cause, the commissidnér_may summarily
suspend the license or authority of the insurer to do business
within the state. '

3. Summarily order an insurer to cease and desist from a
viclation, anticipated violation, or suspected violation of
chapfer S07B, 510, or S513A, if a hearing is'provided pursuant
to chapter 17A within thirty days of the sdmmary cease and
desist order. _

Sec. 7. Section 510.7, subsection 1, as enacted by 1991
Iowa Acts, Senate File 518, is amended to read as follows:

$10.7 PENALTIES AND LIABILITIES. -

1. If the commissioner finds, after a hearing conducted in
accordance with chapter 17A, that any person has violated one
or more provisions of this chapter, the commissioner may eséder

do one or more of the following:
a. For each separate violation, ggggg the imposition of an
adminlstrative penalty of not more than ten thousand dollars,
b. Reveeatien Order the revocation or suspension of the

-4-
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producer's license. R R Tt

¢. Retmbursement Bring a c1v11 SULt seeklng rei mbursement

by the managing general agent of the insurer, the

rehabilitator, or the liquidator of the insurer for any losses

incurred by the insurer causéd by a violation of this chapter

committed by the managing general agent.
Sec. 8. Section 510A.4, subsection 1, as enacted by 1991
Iowa Acts, Senate File 518, is amended to read as follows:
1. a. If the commissioner has reason to believe that a

controlling producer has committed or is committing an act

which could be determined to be a violation, as defined in¢, }

section 510A.2, the commissioner shall serve upon the

controlling - producer in the manner provided by chapter 1734, a

statement of the charges and notice of a hearzng to be

conducted in accordance with chapter 17A. . .

br--At-sueh-hearing;-the- comm:as&ene*-mustvestabitsh that

the-COﬂtfeiiéﬂgfPdeﬁcef“eﬂgﬂged-:ﬂ‘&“VtOiﬂt:OﬂT—aﬁTdeftﬂedTIh

section-510As27-~Phe-controtiing-producer-shati-have-an

opportunityfto-be-heard—aﬁd-to—present-évidehce—rebatting-the

charges-and-to-eskablish-that-the-inseiveney-of-the-controiied

insurer-arose-aut-of-events-not-attribntable-ta-the-violations

Phe~decistony-determination;-or-order-of-the-commiasioner-zs

subject-to-4udicial-review-pursuant-to-ckapter-17A<

b. At such hearing the commissioner shall determine

whether the controlling producer engaged in a violation, as
defined in section 510A.2. The controlllng producer shall

have an opportunity to be heard and to present evidence

rebutting the alleged v1olat10ns¢ The flnal actrbn ‘of "the

commissioner is subject to 3udic1al rev1ew pursuant ‘to-chapter.
T74. : ——

C. Upon the commissioner's finding of a violation by a

controlling producer, the commissioner-may bring-a-civitsuit

seeking reimbursement from the controlling.producer -as -

provided in paragraph "d". 1In the suit, the controlliing .

) Y
S
.

producer shall have the burden;of,establisninghthatuth94vﬁ
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insolvency of the controlled insurer arose out of events not

attributable to the violation.
e d. Upon a finding, pursuant to this section, that the

controlling producer committed a violation and the controlling
producer failed to establish that the violation did not
substantially contribute to the insclvency, the controlling
producer shall reimburse the state guaranty funds, created
pursuant to.chapter 515B for all payments made for losses, . ,
loss adjustment, and administrative expenses on the business

placed by the producer in excess of gross earned premiums and
investment income earned on ?remiums and loss reserves for

such business, 7

d e. This section does not affect the right of the
commissioner to impose any other EgpaltieS'prOvided for under
Title XX. _

Sec. 9. Section 512A.5, Code 1991, is amended to read as

follows:

512A.5 FEES TO COMMISSIONER,

Phere The following fees shall be éaid-to the commissioner
for services required under the-provistons-of this chapter the
fottowing-fees, which shall be accounted for by the
commissioner in the same manner as other fees received in the
discharge of the duties of the office: '

1. For-filing and examination of amendments to the

articles of incorporation fer-srganizatiem in this state and
the accompanying general plan of operationiof any benevolent
association, and the issuing of the perm;ssion to do business,
ten twenty dollars. i ' _ "

2. FPor filing an annual statement of a benevolent
assoctation, and issuing the rerewal of the permission
required by law to authorize cdntinuaﬁce iﬁ'busiﬁess. three
twenty-five dollars per existing unit}hnot'to exceed three

hundred dollars in the aggregate. _
Sec. 10. NEW SECTION. 514A.13 FILING REQUIREMENT --PRIOR
APPROVAL.
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A policy of insurance against loss or expense from sickness
or from the bodily injury or death by accident of the insured
shall not be.issued or delivered to any person in this state
and an application, -rider, or endoraement'Shall not be used in
connection with the polxcy unt11 a copy’ of the pollcy form and
of the Cl&SSlflcatLOﬂ of risks and‘the”premium rates, or, in -
the case of cooperat;ves or: assessment companles the estlmated
costs pertaining to the pollcy have been,flled with and
approved by the commissioher._ | S

A filing is deemed to be approved unless disaporoved by the
commissioner within thirty days of receipt of the fi lxng by
the commxssxoner.

Sec. 1l. NEW SECTION. 514A.14 DISAPPROVAL OF FILING.

1. The commissioner shall notify an insurer which has _
filed a policy form pursuant to section 514A.13 that does not
comply with this chapter or chapter'Sl4D; or rules adopted
pursuant to those chapters. The notlce shall lnform the
insurer that it is unlawful for the 1nsurer to issue the form

or use it in connectlon with any policy, if ‘the commzss;one'
finds upon review of the form, either of the following:

a. The benefits provided are unreasonable in relation to
the premium charged 7 _ .

b. The form contalns a prov151on wblch is unjust, . unfalr,
inequitable, mlsleadlng, deceptlve, or which encourages
misrepresentation of the policy.

2. In a notice provxded under subsectlon 1 the
commissioner shall specify the reasons for dlsapproval and

state that a hearlng will be granted w1th1n twenty days afterfjjjf;'

request in wrxtlng by the 1nsurer. _
Sec. 12. NEW SECTION, 7514A.15 WITHDRAWAL OF APPROVAL.
The commissioner may at any time, after opportunity for

hearing, withdraw the commissioner's. previously given approval.

of any such form on any of the grounds stated in sectlon

5S14A.14. It shall be unlawful for the insurer to lssue ‘a form--

or use the form in connection with any polxcy after the

_7_.
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effective date of ‘the withdrawal of approval. The notice of
any hearing granted under this paragraph shall specify the

matters to be considered at the hearing. Any decision
affirming dlsapproval or directing thhdrawal of approval
under this section shall be in. wrltzng and shall specify the
reasons for the dlsapproval or-thhdrawal of approval.

Sec. 13. Section 515.26, Code 1991, is amended to read as
follows: '

515.26 DIRECTORS.

The affairs of a company organized as provided by this
chapter shall be maﬁaged by a number of directors, of not less
than five nor more than twenty-one, all of whom, in case of a
stock company, shall be stockholders, or, in case of a mutual
company, be policyholders, or before the company shall effect
insurance, be subscribers for stock or for insuréhce as the
case may be. When-the-paitd-up-capitai-for-a-stock-company;-or
the—subscriptions-for~insufanee-for-a-mntuai-écmpaﬁy7-shai}
have-been-obtatned;-the-incorporaters-or-directors-n-charge
of-the-business-shali-give-at-ieast-ten-daysi-wrrtten—nerzce
by-meti-to-stockhoiders-or-subseribers;-as-the-case-may-bery-of
a-meeting-of-the-ateckholders-or-subacribera;-£for—the-etection
of-directors;—and—such-meeting-sha}i—bthe§d-within—thirty
days-after-the-paid-up-capitei-or-subseriptions-have-been
securedr--FPhe-directors-then-eiected-shati-continue-in-offzce
nntii-their4snceéssors-have—béen—e}ected-agd-qua}ié&eér

Sec. 14. Section 515.65, Code 1991, is amended to read as
follows: | ‘ « ‘

515.65 CERTIFICATE REFUSED -- ADMINISTRATIVE PENALTY.

The commissioner of insurance shall withhold the
commissioner's certificate or permission‘of authority to do
business from a company neglecting or failing to comply with
this chapter. In addition, a company organized or authorized
under this chapter which fails to’filé'the annual statement
referred to in section 515.63 in the time required shall pay
and forfeit an administrative penalty in‘an amount of three

~8-




five hundred dollars to be collected in the name. of the state
for the-use-of-the-atate deposit 1n the general fund of the
state as provided in section 505.7. ‘The company's right to
transact further new business ih'thls state shall immediately

cease until the company has fully complied with this chapter.
The commissioner may give notice to a company which has. failed

to file within the time reQulfed that the:company is in

violation of this section and 1f the company fails to-file the

W @~ U e W

evidence of investment and statement within ten days of the
date of the notice the company shall forfelu and pay the
additional sum of one hundred dollars for- each day ‘the fa;lure“
continues, to be paid to the treasurer of state for deposit in
the general fund of the state as provided in section 505.7.

‘Sec. 15. SeCtioh‘515;77,'Code i§91; is amended_to;reed'as
followe LTt TR ,h“:f_a Atk ,

515.77 CERTIFICATE TO FOREIGN COMPANY._ .

When any a foreign company has fully complled with the
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requirements of law and_become entltled_;o.do buslness,.the.,

commissioner of insurance shall issue to auch the company a
certificate of that fact, which certificate shall be renewed
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annually on the first day of May June, if the commissioner is ..

L8]
(L% ]

satisfied that the éapital, securitieg,,andginvestments of

8 ]
(9% ]

such the company zemaln unlmpazred “and tﬁe ‘company has .

[y8 )
Y

complied with the provzszons of Iaw appllcable thereko to . the.

[N}
wn

company. Previded;-however However,‘the commissioner shall

[N ]
[+4]

. not grant or continue authority to transact insurance in this

S ]
~J

state as to any an insurer the management of which 1is found'by~

[y ]
o

the commissioner, after a heariﬁg.he}d~thereon'is provided, in.

(8]
Y =]

which the commissioner shall establish and consider any . prior

)
<o

criminal records or. any other matters, to ‘be untrustworthys or-

W
[

SO lacklng in insurance experlence as to make.the proposed

W
[y %]

operation hazardous to the insurance-buying public; or which,

(53]
L)

after a hearing heid-thereen is provided, the commissioner has

[N
<8

good reason to believe is affiliated directly or indifectly ..

L8]
ur

through ownership, control, reihsurancertransactiQnSL or other
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insurance or business relations, with amny a person er-persens

whose bﬁsinesé operations are or have been marked, to the
detriment of policyhdlders or stockholders or investors or
creditors or of the public, by manipulation or dissipation of
assets, or manipulation of accounts, or of reinsurance, or by
similar injurious actions. )

Sec. 16. Section 515.89, Code 1991, is amended to read as
follows: N

515.89 REVOCATfON OF CERTIFICATE OF FOREIGN COMPANY.

The commissioner of insurance shgi}—be4authofiéedrto may
examine imee the condition and affairs of any insﬁrance
company, as provided for in this chapter, doing business in
this state, not organized under its laws, or cause such
examination to be made by seme a person or-peraons appointed
by the commissioner having no interest in any insurance
company; and when if it shaii-appear appears to the
commissioner's satisfaction that the affairs of aﬁy—such a
company are in an unsound condition or that a company has
failed to maintain the cépital and surplus requiréd by section
515.69, the commissioner shall revoke or sdsgend the
certificates granted in its behalfr-and-cauée-a-nctification
thereof-to-berpubifshed-in-some-newspapef-of-genera}
circuiation7-pubiéshed-at—the4sea£—of-goveénment7-and—n¢-agent
or-agents-of-such-company-after-aneh-notiee-shaii-tssue

poitetes-or-renew-any-previousty-iasued, | :

Sec. 17. NEW SECTION. 515.89A SUSPENSION AND SUMMARY
SUSPENSION.

The commissioner may do one or more of the following:

1. For a violation of Title XX, after‘a hearing provided
pursuant to chapter 17A, order the SuSpenSlon of the license
or authority to transact the business of 1nsu:ance within the

state. _ ‘
2. Upoh.threé days' notice, if the commissioner has reason

to believe that there is imminent substantial risk:to an

insurer's solvency, order the insurer to appear before the

-10-
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commissioner and show ééuse"ﬁhy'iﬁé3libense or authority to do

insurance business within the state should not be suspended. .
At the hearing to show cause, the comm1531oner may summarlly
suspend the license or authority of the lnsurer to do ousxness -

within the state. _ o o
3. Summarily order an-insurer to cease and desist from a-

violation, anticipated violation, or suspected violation of
chapter 5078, 510, or 513A, if a hearing'is. provided. puréuant-
to chapter 17A Wlthln thlrty days of the summary cease and
desist order. ' ‘ , |

Sec. 18, Section 521C.11, Subsection i,-panag:aph c, as . -~ :
enacted by 1991 Iowa Acts, Senate FPile 518, is amended to read

as follows: _ :

¢c. If a violation was committed by the reinsurance .
intermediary, a civil action brought by the commissioner -
seeking restitution by the reinsurance ‘intermediary to the Y
insurer, reinsurer, rehabilitator, or liguidator of the .
insurer or reinsurer for-the net losses incurred by the
insurer or reinsurer attributable to the violation. '-_

Sec. 19. 1991 Iowa Acts, Senate File 518, section 63, is

amended to read as follows: B .
sec. 20. Sections 10 through 13, the producer controlled
property and casualty insurer Act, division II of this. Act,

take effect July 1, 1991. An insurer or producer subject to

division II of this Act shall not continue, renew, or initiate-

a contract, or place business -on or after July 1, 1991, unless

in compliance with division II of this Act, regardless of the

date on which the original contract was entered into between . ®r .y
the parties. The commissioner shall have the authority to

suspend enforcement of sections 10 through 13 of this Act

until the earlier of July 1, 1992, or affirmative action of

the national association of insurance commissioners to require
enforcement of the Act as a condition of accreditation. - If - -
the national association Of insurance commissioners rescingds .

the model producer controlled property and casualty insurer -

=11~
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Act or materially amends the Act, the commissioner shall

submit the repeal or revisions in a division prefiled bill for

consideration by the general assembly.

Sec, 21, Section 682,11, subsection 1, Code 1991, is
amended to read as follows:

l. Any-company-engaged-in-the-business-of-becoming-surety
upon-bonds The commissioner of insurance shall annually file,
with the clerk of the district cdurt of any each county &n
which-the-company-wiii-do-businessr;-a-certificate-from-the
commissroner-of-insurance-that-the-company-has-compited-with
the-taw-and-+es-anthorized-to-de-business g complete list of
the corporate sureties to whom the commissiconer has issued a
current certificate of authority to transact the business of a

surety in this state.

Sec. 22. Section 682.13, Code 1991, is amended to read as
follows: '

682.13 RECORD BY CLERK.

The clerk shall keep a book, properly indexed, in which
shall be recorded all such eertificates annual lists from the
commissioner of insurance and subsegquent notices of

revocations. _ ,

Sec. 23. 1990 Iowa Acts, chapter 1234, section 76, is
amended to read as follows: _

SEC. 76. Sections 515A.1 through 515A.19, Code 1989, are
repealed effective July 1, 1992 1893.

Sec. 24. Section 515.23, Code 1991, is repealed.

Sec. 25. APPLICABILITY. Section 2 of this Act applies to
any linsurer subject to an order under section 507C.18 issued
on or after the effective date of this Act.

Sec. 26. The Code editor shall remove all :eferenées to
chapter 513A in this Act and make other related conforming
changes, if chapter S513A in this Act is not enacted by the
general assembly during the 1991 regular SeésiOn. |

HF 634
-12- mj/pk/25
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1

2
3
4
5
6
7
8

9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

Aamend House File 634, as amended, passed, and
reprinted by the House, as follows:

1. Page 6, by inserting after line 33, the
following:

"Sec. . NEW SECTION. S13A.1 PURPOSE.

The purpose of this chapter is to give the
commissioner jurisdiction over third-party payors of
health care benefits; to indicate how a third-party
payor of health care benefits may show the
jurisdiction to which the third-party payor is
subject, to allow for examinations by the commissioner
if the third-party payor of health care benefits is
unable to establish that a third-party payor is
subject to another jurisdiction, to make a third-party
payor of health care benefits subject to the laws of
this state if the third-party payor cannot show that
it is subject to another jurisdicticn, and to disclose
to purchasers of such health care benefits whether or
not the plans are fully insured.

Sec. . NEW SECTION. S13A.2 AUTHORITY AND
JURISDICTION OF COMMISSIONER.

Except as provided in this chapter, a third-party
payor providing coverage in this state for medical,
surgical, chiropractic, physical therapy, speech
pathology, audiology, professional mental health,
dental, hospital, or optcometric expenses, whether the
coverage is by direct payment, reimbursement, or
otherwise, is presumed to be subject to the
jurisdiction of the commissioner of insurance, unless
the person shows that while providing such services
the person is subject to the jurisdiction of another
agency of the state or the federal government.

Sec. . NEW SECTION. S513A.3 HOW TO SHOW
JURISDICTION.

A third-party payor may establish that the third-
party payor is subject to the jurisdiction of another
agency of the state, any subdivision of the state, or
the federal government, by providing to the insurance
commissioner the appropriate certificate, license, or
other document issued by the agency which permits or
qualifies the third-party payor to provide those
services.

Sec. . NEW SECTION. 513A.4 EXAMINATION.

A third-party payor unable tc establish under
section S513A.3 that the third-party payor is subject
to the jurisdiction of another agency of the state,
any subdivision of the state, or the federal
government, shall submit to an examination by the
insurance commissioner to determine the organization
and solvency of the third-party payor or the entity,

_l_
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and to determine whether or not the third-party payor
complies with the applicable provisions of state law.

Sec. . NEW SECTION. S13A.S5 SUBJECT TO STATE
LAWS.

A third-party payor unable to establish that thre
third-party payor is subiject to the jurisdiction of
another agency of the state, any subdivision of the
state, or the federal government, is subject to all
appropriate provisions of Title XX regarding the
conduct of the business of the third-party payor.

11 Sec. . NEW SECTION. 513A.6 DISCLOSURE.

12 A production agency or administrator which

13 advertises, sells, transacts, or administers the

14 coverage in this state as defined in section 513A.2
15 and which is required to submit to an examination by
16 the insurance commissioner under section S513A.4,

17 shall, if the coverage is not fully insured or

18 otherwise fully covered by an admitted life or

19 disability insurer, nonprofit hospital service plan,
20 or nonprofit health care plan, advise every purchaser,
21 prospective purchaser, and covered person of the lack
22 of insurance or other coverage.

23 An administrator which advertises or administers
24 the coverage in this state as defined in section

25 513A.2 and which is required to submit to an

26 examination by the insurance commissioner under

27 section 513A.4, shall advise any production agency of
28 the elements of the coverage, including the amount of
29 stop-loss insurance in effect."

—
CWOW-JUNL W

30 2. Page 8, by inserting after line 6, the
31 following:
»32 "Sec. . NEW SECTION. 514C.6 UNIFORMITY OF
33 TREATMENT -- EMPLOYEE WELFARE BENEFIT PLANS.
34 1. A statutory provision to mandate a health care

35 coverage or service, or to mandate the offering of a

36 health care coverage or service, applies to all state-

37 requlated third-party payors and to employee welfare

38 benefit plans described in.29 U.S.C. § 1001 et seq.

39 However, if an employee welfare benefit plan subject

40 to federal regulation 1s not subject to a

41 substantially similar requirement, the statutory

42 provision does not apply to a state-regulated third-

43 party payor until the employee welfare benefit plans

44 are subject to a substantially similar standard under

45 federal regulations as determined by the commissioner.

46 2. For purposes of this section unless the context

47 otherwise requires, a third-party payor means: .

48 a. An accident and sickness insurer, subject to

49 chapter 509 or S514A. :

S0 b. B nonprofit health service corporation, subject
-2
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to chapter 514.

c. A health maintenance organization, subject to
chapter -514B.

d. BAny other entity engaged in the business of
insurance, risk transfer, or risk retention, which 1is
subject to the jurisdiction of the commissioner.

Sec, ___. Section 514G.7, subsection 2, Code 1991,
is amended by adding the following new paragraph:

NEW PARAGRAPH. d. Be issued without obtaining one
or more of the following:

(1) A report of a physical examination.

{2) An assessment of functional capacity.

(3) An attending physician's statement.

(4) Copies of medical records.

Sec. . Section 514G.7, subsection 4, paragraph
a, subparagraph {l1), Code 1991, is amended by adding
the following new subparagraph subdivisions:

NEW SUBPARAGRAPH SUBDIVISION., (a) Effective July
1, 1991, any holder of a long-term care lnsurance
policy, which is not noncancelable or guaranteed
renewable, was issued before July 1, 1989, and
conditions eligibility for benefits on a requirement
of prior hospitalization, shall, unless it has
previously been offered by the insurer, be offered by
the insurer a rider or endorsement that waives the
requirement of prior hospitalization. If the rider or
endorsement results in a concomitant increase in
premium during the policy term, then it must be agreed
to in writing and signed by the insured to become
effective.

NEW SUBPARAGRAPH SUBDIVISION. (b) The rider or
endorsement under subparagraph subdivision (a) shall
be subject to the insurer's underwriting guidelines as
proof of insurability at the time of application for
the rider or endorsement.

NEW SUBPARAGRAPH SUBDIVISION. (c) Effective July
1, 1991, any holder of a noacancelable or guaranteed
renewable long-term care insurance policy 1ssued
before July 1, 1989, which conditions eligibility for
benefits on a requirement of prior hospitalization,
shall, unless the holder has previously been notified
by the insurer, be notified by the insurer in writing
prior to or at the time of delivery of the next
premium statement of the existence of the condition
and that new policles issued by any insurance carrier
may not condition benefits on a requirement of prior
hospitalization. The insurer shall not solicit the
replacement of the noncancelable or guaranteed
renewable policy at the same time as the delivery of
notice under this subparagraph subdivision.

_.3..
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1 Sec. . Section 514G.7, subsection 4, paragraph
2 d, Code 1991, 1s amended to read as follows:

3 d. A long-term care insurance policy whieh

4 condtkions shall not condition eligibility for

S5 noninstitutional benefits on the prior receipt of

6 institutional care shati-not-require-a-prior

7 tnstitutienat-stay-of-more-than-thirty-days-for-which
8 benefits-are-paid.

9 Sec. . NEW SECTION.- 514G.10 LONG-TERM CARE
10 CONSUMER GUIDE.

11 An insurer offering a long-term care insurance

12 policy to any person shall provide to the applicant
13 the current long-term care :insurance consumer guide
14 prescribed by the insurance division of the department
15 of commerce. The commissioner of insurance may by

reference adopt or permit the use of the long—-term
care insurance consumer guide developed by the
national association of insurance commissioners, the
blue cross and blue shield association, or the health
insurance association of America. Delivery of the
long-term care insurance consumer guide shall be made
if a policy is advertised, solicited, or issued as a
policy as defined in this chapter, or if it is subject
to this chapter, regardless of the label applied by
the insurer. Except in the case of direct response
insurers, delivery of the long-term care lnsurance
consumer guide shall be made to the applicant at the
time of application, and acknowledgement of receipt of
the long-~term care insurance consumer guide shall be
obtained by the insurer. A direct response insurer
shall deliver the long-term care insurance consumer
guide to the applicant at the time the policy is
delivered. An insurance company required to
distribute the guide shall reimburse the state for all
costs associated with the guide."

3. Renumber as necessary.

By MICHAEL E. GRONSTAL

$-3409 FILED APRIL 12, 1991
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HOUSE FILE 634

§-3538
1 amend the amendment, S-3409, to House File ¢34, as
2 amended, passed, and reprinted by the House, as
3 follows:
4 1. Page 4, by inserting after line 35, the
5 following:
6 " . Page 11, by inserting after line 10, the
7 following:
8 "Sec. . Section 516A.2, Code 1991, is amended
9 to read as follows:
10 516A.2 CONSTRUCTION -- MINIMUM COVERAGE.

1. Except-with-respeet-to-a-peticy-containing-boch
underinsured-metor-vehicte-eceverage—-and-uninsured-or
hit-gnd-run-moter-vehicie~-coverages—nething-contained
tn-thte This chapter shall not be construed as
requiring forms of coverage prOVlded pursuant herete
to this chapter, whether alone or in combination with
similar coverage afforded under other automobile
liability or motor vehicle liability policies, to
afford limits in excess of those that would be
afforded had the insured thereunder under the policy
been involved in an accident with a motorist who was
insured under a policy of liability insurance with the
minimum linits for bodily injury or death prescribed
in subsection 10 of section 321A.1. Sueh-forms-cf
eoverage-may The provisions of such coverage shall be
allowed to include terms, exclusions, limitations,
conditions, and offsets which are designed to avoid
duplication of insurance or other benefits. Nothing
in this section is intended to limit or reduce the
insurer's obligation under section S16A.1 to offer
uninsured, underinsured, or hit-and-run motorist
coverage,

2. a. The limits of liability for uninsured,
underinsured, or hit-and-run motorist coverage for two
or more motor vehicles shall not be added together to
determine or increase the limit of insurance coverage
available to an injured perscn for any one accident
regardless of the number of moteor vehicles involved,
polictes-involved, vehlcles or premiums shown in a
policy, persons covered, claims made, amount of [
damages, or premiums paid. The terms of a motor _ =~
vehicle insurance policy shall be construwed to
prohibit adding coverages to desetmine cr lncrease the
44 amount of co e to an insured injured 1n

-
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~—~———45 any one accident unless the policy terms expressly

46 permit adding coverages by providing that the

47 uninsured, underinsured, or hit-and-run motorist

48 coverages provided under the policy are in addition to
49 other similar coverages which insure the injured

50 1insured.

_l_
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S- 3538 FILED APRIL 23, 1991'
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S-3476 :
. i amend the amendment, S 3409 to &ouse File 534, as.
: 2 amended, passed, and reprinted by che House, as
; 3 follows: '
: 4 1. By striking page 2, line 32, through page 3,
: S line 15, and inserting the following:

6 ""Sec. . Section 514G.7, subsection 4,

7 paragraph".

"issued" the following: "to an individual

§-3500 LED APRIL 18, 1991

d%%ﬁfyﬁﬁw\?nﬁﬁ

b. An insurer may issue a motor vehicle insurance
policy which expressly provides that the uninsurecd,
underinsured, or hit-and-run motorist coverage limits
under that policy shall be added to similar coverdages
of another policy or policies under which the 1injured
person 1s insured.

C. When more than one motor vehicle insurance
policy provides uninsured, underinsured, or hit-and-
run motorist coverage to an insured injured 1n an
accident, the injured insured is entitled to recover
up to an amount equal tc the highest single limit for
uninsured, underinsured, or hit-and-run motorist
coverage afforded with respect to such accident under
any one motor vehicle insurance policy insuring the
injured person and shall be bound by any priority of
coverage provisions contained in the insurance
policies.

3. Subsection 2 shall not apply to claims for
uninsured, underinsured, or hit-and-run motorlst
coverage which arose prior to July 1, 1991. For
purposes Of this chapter, a claim for uninsured,
underinsured, or hit-and-run motorist coverage is
deemed to have arisen when the accident giving rise to
the underlying cause of action occurred.""

2. Renumber as necessary.

By MICHAEL E. GRONSTAL

HOUSE FILE 534‘"~—nnw

By MICHAEL E. GRONSTAL

476 , FILED APRIL 18, 1991
f H/5 A0 (4. 1583 )

HOUSE FILE 634

T

S-3500

amend the amendment, S-3409, to House File 634, as

2 amended, passed, an inted by the House, as
3 follows: '
4
5

1. Page 3, line 9, by 1nserc1ng aftag;%gg;zprd

By MICHAEL E. GRONSTAL
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HOUSE FILE 634

Amend the amendment, S$-3409, to EBouse File 534, as
amended, passed, and reprinted by the House, as
follows:

1. Page 4, by inserting after line 35, the
following:

" . Page 11, by inserting after line 10, the
following:

"Sec. 1001. Section S16A.2, Code 1991, is amended
to read as follows:
S16A.2 CONSTRUCTION -- MINIMUM COVERAGE.

1. Except with respect to a policy containing both

underinsured motor vehicle coverage and uninsured or
hit-and-run motor vehicle coverage, nothing contained
in this chapter shall be construed as reguiring forms

of coverage provided pursuant hereto, whether alone or

in combination with similar coverage afforced under
other automobile liability or motor vehicle liability
policies, to afford limits in excess of those that
would be afforded had the insured thereunder been
involved in an accident with a motorist who was

insured under a policy of liability insurance with the

minimum limits for bodily injury or death prescribed
in subsection 10 of section 321A.1. Such forms of
coverage may include terms, exclusions, limitations,
conditions, and offsets which are designed to avoid
duplication of insurance or other benefits.

To the extent that Hernandez v. Farmers Insurance
Company, 460 N.W.2d 842 (Iowa 1990), provided for
interpolicy stacking of uninsured or underinsured
coverages in contravention of specific contract or
policy language, the general assembly decliares such
decision abrogated and declares that the enforcement
of the antistacking provisions contained in a motor
vehicle insurance policy does not frustrate the
protection given to an insured under section S16A.1.

2. Pursuant to chapter l7A, the commissioner of
insurance shall, by January i, 1992, adopt rules to
assure the availability, within the state, of motor
vehicle insurance policies, riders, endorsements, or
other similar forms of coverage, the terms of which
shall provide for the stacking of uninsured and

underinsured coverages with any similar ccverage which

may be available tc an ilnsured.

3. It is the intent of the general assembiy that
when more than one motor vehicle insurance policy is
purchased by or on behalf of an injured insured and

which provides uninsured, underinsured, or hit-and-run

motor vehicle coverage to an injured insured 1n an
accident, the injured insured is entitled to recover
up to an amcount equal to the highest single lim:t for

_.l_
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uninsured, underinsured, or hit-and-run motor wvechicle
coverage under any one of the above described motor
vehicle insurance policles lnsuring the injured person
which amount shall be paid by the insurers according
to any prlority of coverage provisions contained in
the policies insuring the injured person."
. Page 12, by inserting atter line 29, the
following:
"Sec. . Section 1001 of this Act applies to all
causes of action accrulﬁg on or after July 1, 1991,
and to theose accruing before July 1, 1991, whlch are’
filed on or after September 158, 1991.""
2. By renumbering as necessary.
By MICHAEL E. GRONSTAL

$-3655 FILED APRIL 30, 1991
WITHDRAWN @,zfég ?

HOOSE FILE 634
S5-3636 _

Amend House File 634, as amended, passed, and
reprinted by the House, as fcllows:

1. Page 1, by inserting before line L, the
following: '

"Section 1001. NEW SECTION. 505.13A AVAILABILITY
OF CERTAIN RATING INFORMATION.

1. The division shall provide to any person
requesting publicly available information relating to
the financial condition of any insurance company
licensed to do business in the state, including, but
not limited to, the following: '

a. Current ratings issued by a private rating
organization.

p. Informaticn on how Lo obtain such information

M various.sources.

c. Information on the state 1lnsurance guaranty
funds.

2. The provision of such information by the
division ~:-‘.}'1a-.l‘s nct be the basis tc impose ;Lab;L;:y
upon the division cr any employee of the divisicn.
Information provided under this section is not an
endorsement or guaranty o©f any insurance company.”

2. Page 12, by inserting afcter line 23, the
following:

"Sec. . Section 1001 of :r‘s Act is efiective
upon the enactment by the Seventy-fourch General
Assemb.y cf an appropriation of $10,000 to the
insurance division of the department of commerce
trhe implementation 2f that section.”

3. 32y renumbering as necassarv.

' By JIM XZRST
JARRY G. Sh_?E
BERL E. PRIEBE

2
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Amend the amendment, S$-3409, to House File 634,
amended, passed, and reprinted by the House, as
follows:

1. Page 4, by inserting after line 35, the
following:

" . Page 11, by inserting after line 10, the
following: | o

"Sec. 1001. Section 516A.2, Code 1991, is amended
to read as follows:

516A.2 CONSTRUCTION -- MINIMUM COVERAGE.

1. Except with respect to a policy containing both
underinsured motor vehicle coverage and uninsured or
hit-and-run motor vehicle coverage, nothing contained
in this chapter shall be construed as requiring forms
of coverage provided pursuant hereto, whether alone or
in combination with similar coverage afforded under
other automobile liability or motor vehicle liability
policies, to afford limits in excess of those that
would be afforded had the insured thereunder been
involved in an accident with a motorist who was
insured under a peolicy of liabillity insurance with the
minimum limits for bodily injury or death prescribed
in subsection 10 of section 321A.1. Such forms of
coverage may include terms, exclusions, limitations,
conditions, and offsets which are designed to avoid
duplication of insurance or other benefits.

To the extent that Hernandez v. Farmers Insurance
Company, 460 N.W.2d 842 {(Iowa 1990), provided for
interpolicy stacking of uninsured or underinsured
coverages 1n contravention of specifi¢c contract or
policy language, the general assembly declares such
decision abrogated and declares that the enfcrcement
of the antistacking provisions contained 1n a motor
vehlcle lnsurance policy does not frustrate the
protection given to an insured under section 516A.1.

2. Pursuant to chapter 17A, the commissioner of
insurance shall, by January 1, 1992, adopt rules to
assure the availability, within the state, of motor
vehicle insurance policies, riders, endorsements, or
other similar forms c¢f coverage, the terms of which
snall provide for the stacking of uninsured and
underinsured coverages with any similar coverage which
may be available to an insured.

3. It 1s the intent of the general assembly that
when more than one motor vehicle insurance policy is
purchased by or on behalf of arn injured insured and
which provides uninsured, underinsured, or hit-and-run
motor vehlcle coverage to an insured injured in an
accident, the injured 1nsured 1o entitled Lo recuver
Up to an amount equal to the highest single limit for

N
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1 uninsured, underinsured, or hit-and-run motor vehicle

2 coverage under any one of the above described motor

3 vehicle insurance policies insuring the injured person

4 which amount shall be paid by the insurers according

5 to any priority of coverage provisions contained in
6
7
8
9

the policies insuring the injured person.”
___+ Page 12, by inserting after line 29, the
following:
"Sec. . Section 1001 of this Act applies to all
10 causes of action accruing on or after July 1, 1991,
11 and to those accruing before July 1, 1991, which are
12 filed on or after September 15, 1991.""™
13 2. By repumbering as necessary.
By MICHAEL

. GRONSTAL

[ 13

S-3658 FILED APRIL 30, 1991
ADOPTED (4. 1545/
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SENATE AMENDMENT TO BQUSE FILE 634
. H-3988
1 Amend House File 634, as amended, passed, and
reprinted by the House, as follows:
. Page 1, by inserting before line 1, the
following:
“Section 1001. NEW SECTION. 505.13A AVAILABILITY

2
3
4
5
6 OF CERTAIN RATING INFORMATION.
7
8
9

1. The division shall provide to any person
requesting publicly available information relating to
the financial condition of any insurance company

10 licensed to do business in the state, including, but
1l not limited to, the following:

12 a. Current ratings issued by a private rating

13 organization.

14 b. Information on how to obtain such information
15 from various sources.

16 ¢. Information on the state insurance guaranty
17 funds.

18 2. The provision of such information by the

19 division shall not be the basis to impose liability
20 upon the division or any employee of the division.
21 Information provided under this section Is not an
22 endorsement or guaranty of any insurance company."

. 23 2. Page 6, by inserting after line 33, the
24 following:
. 25  "Sec. __. NEW SECTION. S513A.1 DURPOSE.
26 The purpose of this chapter is to give the

27 commissioner jurisdiction over third-party payors of
28 health care benefits; to indicate how a third-party

29 payor of health care benefits may show the

30 jurisdiction to which the third-party payor is

31 subject, to allow for examinations by the commissicner
32 if the third-party payor of health care benefits is

33 unable to establish that a third-party payer is

34 subject to another jurisdiction, to make a third-party
35 payor of health care penefits subject to the laws of
36 this state if the third-party payor cannot show that
37 it is subject to another jurisdiction, and to disclose
38 to purchasers of such health care benefits whether or
39 not the plans are fully insured.

490 Sec. . NEW SECTION. 513A.2 AUTHEORITY AND
41 JSURISDICTION OF COMMISSIONER.
42 Except as provided in this chapter, a <hird-party

43 payor providing coverage in this state for medical,

44 surgical, chiropractic, physical therapy, speech

45 pathology, audiology, professional mental health,

46 dental, hospital, or optometric expenses, wnether the

47 coverage is by direct payment, reimbursement, or

48 otherwise, is presumed to be subject to the :

49 jurisdiction of the commissioner of insurance, unless
. 50 the person shows that while providing such services

-1-
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the person is subiect to the jurisdiction of another
agency of the state or the federal government.

Sec. . NEW SECTION. 513A.3 HOW TO SHOW
JURISDICTION.

A third- party payor may establish that the third-
party payor is subject to the jurisdiction of another
agency of the state, any subdivision of the state, ox
the federal government, by providing to the insurance
commissioner the appropriate certificate, license, or
other document issued by the agency which permits or
qualifies the third-party payor to provide those
services.

Sec. . NEW SECTION. S13A.4 EXAMINATION,

A third-party payor unable to establish under
section 513A.3 that the third-party payor is subject
to the jurisdiction of another agency of the state,
any subdivision of the state, or the federal
government, shall submit to an examination by the
insurance commissioner to determine the organization
and solvency of the third-party payor or the entity,
and to determine whether or not the third-party payor
complies with the applicabie provisions of state law.

Sec. . NEW SECTION. 513A.5 SUBJECT TO STATE
LAWS.

A third-party payor unable to establish that the
third-party payor is subject to the jurisdiction of
another agency of the state, any subdivision of the
state, or the federal government, is subject to all
appropriate provisions of Title XX regarding the
conduct of the business of the third-party payor.

Sec. . NEW SECTION. 513A.6 DISCLOSURE.

A production agency or administrator which
advertises, sells, transacts, or administers the
coverage in this state as defined in section 513A.2
and which is required to submit to an examination by
the insurance commissioner under section 513A.4,
shall, if the coverage is not fully irnsured or
otherwise fully covered by an admitted life or
disability insurer, nonprofit hospital service plan,
or nonprofit health care plan, advise every purchaser,
prospective purchaser, and covered person of the lack
of insurance or other coverage.

An administrator which advertises or administers
the coverage in this state as defined in section
513A.2 and which is required to submit to an
examination by the insurance commissioner under
section 513A.4, shall advise any production agency of
the elements of the coverage, including the amount of
stop-loss insurance in effect."

3. Page 8, by inserting after line 6, the

-2
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following:

"Sec. . NEW SECTION. 514C.6 UNIFORMITY OF
TREATMENT -- EMPLOYEE WELFARE BENEFIT PLANS.

1. A statutory provision to mandate a nealth care
coverage or service, or to mandate the offering of a
health care coverage or service, applies to ali state-
regulated third-party payors and to employee welfare
benefit plans described in 29 U.S5.C. § 1001 et seq.
However, if an employee welfare benefit plan subject
to federal regulation is not subject to a
substantially similar requirement, the statutory
provision dces not apply to a state-regulated third-
party payor until the employee welfare benefit plans
are subject to a substantially similar standard under
federal regulations as determined by the commissioner.

2. For purposes of this section unless the context
otherwise requires, a third-party payor means:

a. An accident and sickness insurer, subject to
chapter 509 or S514A.

b. A nonprofit health service corporation, subiject
to chapter 514.

c. A health maintenance organization, subject to
chapter S14B.

d. Any other entity engaged in the business of
insurance, risk transfer, or risk retention, which is
subject to the jurisdiction of the commissioner.

Sec. _ . Section 514G.7, subsection 2, Code 1991,
is amended by adding the following new paragraph:

NEW PARAGRAPH. d. Be issued to an individual
without obtaining one or more of the following:

(1) A report of a physical examination.

(2) An assessment of functional capacity.

(3) An attending physician's statement.

(4) Copies of medical records.

Sec. . Section 514G.7, subsection 4, paragraph
a, subparagraph (1), Code 1991, is amended by adding
the following new subparagraph subdivisions:

NEW SUBPARAGRAPH SUBDIVISION, (a) Effective July
1, 1991, any nolder of a long-term care insurance
policy, which is not noncancelablie or guaranteed
renewable, was issued before July 1, 1989, and
conditions eligibility for benefits on a requirement
of prior hospitalization, shall, unless it has
previously been offered by the insurer, be offered by
the insurer a rider or endorsement that waives the
requirement of prior hospitalization. If the rider or
endorsement results in a concomitant increase in
premium during the policy term, then it must be agreed
to in writing and signed by the insured to become
effective.

._3_
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NEW SUBPARAGRAPH SUBDIVISION. (by The rider or
endorsement under subparagraph subdivision {a) shall
be subject to the insurer's underwriting guidelines as
proof of insurability at the time of application for
the rider or endorsement,

NEW SUBPARAGRAPH SUBDIVISION. (c) Effective July
1, 1991, any holder of a noncancelable or guaranteed
renewable long-term care insurance policy issued
before July 1, 1989, which conditions eligibility for
benefits on a reqguirement of prior hospitalization,
shall, unless the holder has previocusly been notified
by the insurer, be notified by the insurer in writing
prior to or at the time of delivery of the next
premium statement of the existence of the condition
15 and that new policies issued by any insurance carrier
16 may not condition benefits on a requirement of prior
17 hospitalization. The insurer shall not solicit the
18 replacement of the noncancelable or guaranteed
19 renewable policy at the same time as the delivery of
20 notice under this subparagraph subdivision.
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21 Sec. . Section 514G.7, subsection 4, paragraph
22 d, Code 1991, is amended to read as follows:
23 d. A long-term care insurance policy whteh

24 conditteons shall not condition eligibility for

25 noninstitutional berefits on the prior receipt of

26 1nstitutional care shati-not-require-a-prior

27 tnatitutionai-stay-of-more-than-thirty-days-for-whtch
28 benefits-are-paid.

29 Sec. . NEW SECTION. 514G.10 LONG-TERM CARE
30 CONSUMER GUIDE.
31 An insurer offering a long-term care insurance

32 policy to any person shall provide to the applicant

33 the current long-term care insurance consumer guide

34 prescribed by the insurance division of the department
35 of commerce. The commissioner of insurance may by

36 reference adopt or permit the use of the long-term

37 care insurance consumer guide developed by the

38 national association of insurance commissioners, the
39 blue cross and blue shield association, or the health
40 insurance association of America. Delivery of the

41 long-term care insurance consumer guide shall be made
42 1f a policy is advertised, solicited, or issued as a
43 policy as defined in this chapter, or if it is subiect
44 to this chapter, regardless of the label applied by

45 the insurer. Except in the case of direct response

46 insurers, delivery of the long-term care insurance

17 consumer guide shall be made to the applicant at the
48 ~ime of application, and acknowledgement of receipt of
4% the long-term care insurance consumer guide shall be
obtained by the insurer. A direct response irnsurer
_.4_
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1 shall deliver the long-term care ilasurance consumer
. guide to the applicant at the time the policy is
delivered. An insurance company regquired to
distribute the guide shall reimburse the state for ail
costs associated with the guide."
4. Page 11, by inserting after line 10, the
following:
"Sec. 1002. Section S516A.2, Code 1991, is amended
to read as follows:
10 516A.2 CONSTRUCTION -—- MINIMUM COVERAGE.
11 1. Except with respect to a policy containing both
12 underinsured motor vehicle coverage and uninsured or
13 hit-and-run motor vehicle coverage, nothing contained
14 in this chapter shall be construed as requiring forms
15 of coverage provided pursuant hereto, whether alone or
16 in combination with similar coverage afforded under
17 other automobile liability or motor vehicle liability
18 policies, to afford limits in excess of tnose that
19 would be afforded had the insured thereunder been
20 involved in an accident with a motorist who was
21 insured under a policy of liability insurance with the
22 minimum limits for bodily injury or death prescribed
23 in subsection 10 of section 321A.1. Such forms of
24 coverage may include terms, exclusions, limitations,
-~ 25 conditions, and ¢offsets which are designed to avoid
. 26 duplication of insurance or other benefits.

OO0 ) VN s L )

27 To the extent that Hernandez v. Farmers Insurance

28 Company, 460 N.W.2d 842 (Iowa 1990), provided for

29 interpolicy stacking of uninsured or underinsured

30 coverages 1in contravention of specific contract or

31 policy language, the general assembly declares such

32 decision abrogated and declares that the enforcement

33 of the antistacking provisions contained in a motor

34 vehicle insurance pclicy does not frustrate the

35 protection given to an insured under section S16A.1.

36 2. Pursuant to chapter l7A, the commissioner of

37 insurance shall, by January 1, 1992, adopt rules to

38 assure the avallability, witihin the state, of motor

39 venicle insurance oolicies, riders, endorsements, or

40 other similar forms of coverage, the terms of which

41 shall provide for the stacking of urninsured and

42 underinsured coverages with any similar coverage which

43 mav be available to an insured.

44 3. It 1s the intent 0of the general assembly that

45 when nore than one motor vehicle insurance pollcy Lis

46 purchased by or on benalf of an injured insurec aad

47 which provides un.nsured, underinsured, or hit-and-run

48 motor vehicle coverage to an insured injured in an

49 accident, the injured insured is entitled o recover

50 up to an amount equal to the highest singie iimit for
-5 -
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uninsured, underinsured, or hit-and-run motor venicle
coverage under any one of the above described motor
vehicle insurance policies insuring the injured person
which amount shall be paid by the insurers according
to any priority of coverage provisions contaired in
the policies insuring the injured person."”

S. Page 12, by inserting after line 29, the
following:

"Sec, . Section 1001 of this Act is effective
upon the enactment by the Seventy-fourth General
Assembly of an appropriation of $10,000 to the
insurance division of the department of commerce for
the implementation of that section.”

6. Page 12, by inserting after line 29, the
following:

"Sec. . Section 1002 of this Act applies to all
causes of action accruing on or after July L, 1991,
and to those accruing before July 1, 1991, which are
filed on or after September 15, 1991."

7. By renumbering, relettering, or redesignating
and correcting internal references as necessary.

RECEIVED FROM THE SENATE
H-3988 FILED APRIL 30, 1991
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licensed to do business in this state“by amending provisions
relating to admxnlstratzon of the tax on foreign 1nsurance
companies, amending certain filing requzrements, fllzng fees.
and the deposit of - ‘those’ fees by the insurance div;s;on,‘
providing for the suspenszon of an insurer's lzcense for .
certain violations, provxdxng for the approval of certaln
policies or forms prxor to thexr offerzng by an xnsurer,

making modifications to certain meeting and license renewal
‘requirements and provxdzng for the Act's applxcabllxty. _
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA‘
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Section 1. NEW SECTION. 507C.20A REDOMESTICATION OF
FOREIGN INSURER.

The commissioner may petition the court for an order
redomesticating a foreign insurer which is the subject of a
liquidation or other delinquency order in a reciprocal state,
Following notice as prescribed by the court and a hearing, the
court may sell the corporation as an entity, together with any
of its licenses, free and clear from the claims or interests
of all claimants, creditors, policyholders, and stockholders
of the corporation under liquidation or other delinquency
proceedings, wherever located. The sale may be made on terms
and conditions the court deems appropriate. The proceeds of
the sale, less court costs and the commissioner's expenses in
effectuating the sale, shall become part of the assets of the
liquidation or other estate in the reciprocal state.

Sec. 2. Section 507C.33, subsection 1, Code 1991, is
amended by adding the following new paragraph after paragraph
a and relettering existing paragraph b:

NEW PARAGRAPE. b. Notwithstanding paragraph "a", the
agent, broker, premium finance company, or other person, is
not liable for uncollected unearned premium of the insurer. A
presumption exists that premium as shown on the books of the
insurer is collected and the burden is upon the agent, broker,
premium finance company, or other person to demonstrate by a
preponderance ¢f the evidence that the unearned premium was
not actually collected.

Sec. 3. Section 508.15, Code 1991, is amended to read as
follows:

508.15 VIOLATION BY FOREIGN COMPANY.

Companies organized and chartered by the laws of a foreign
state or country, failing to file the evidence of investment
gnd statement within the time fixed, or failing to timely file
any financial statement reguired by rule of the commissioner
of insurance, shall forfeit and pay the-sum-of-three five
hundred dollars, to be collected in an action in the name of

-1~
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pursuant to those chapfers. The notice shall inform the
insurer that it is unlawful for the insurer to issue the form
or use it in connection with any policy, if the commissioner
flnds upon review.of the form, either of the followlng.

a. The benefits provided are unreasonable in relation to
the premium charged.: E -

b. The form contains a provision which is unjust, unfair,
zneqULtable, mlsleadxng, deceptive, or which encoutaqes
misrepresentation of the. policy. ‘

2. In a notice prov1ded under subsection 1, the
commissioner shall specify the reasons for‘disapproval and
state that a hearing will be granted within twenty days after
request in writing by the insurer. ‘

Sec. 8. NEW SECTION. 514A.15 WITHDRAWAL OF APPROVAL.
The commissioner may ét ‘any time, after opportunity for
hearlng, ‘withdraw the commzsszoner 'S previously glven approval

of any such form on any of the grounds stated in section

S14A. 14. It shall be unlawful for the Lnsurer to issue a form
or use the form in connectzon with any policy after the _
effective date of the wlthdrawal of approval. “The notice of
any hearing granted under thisg paragraph shall specify the
matters to be conszdered at the hearing. Any decision:

'afflrmlng dlsapproval or directing thhdrawal of apprcval

under this- sectlon shall be- 1n wr;ting and shall speczfy the
reasons for the dxsapproval or wlthdrawal of approval.

Sec. 9. Section 515.26, Code. 1991, is amended to read as
follows: ' -

515.26 DIRECTORS. . |

The affairs of a companyuc:ganized as provided by this
chapter shall be managed by a number of directors, of not less
than five nor more than twenty-one; all of whom, in case of a
stock company, shall be stockholders, or, in case of a mutual
company, be policyholders, or before the company shall effect
insurance, be subscribers for stock or for insurance as the
case may be. When-the-patd-up-capitai-fer-a-stock-companyy-or
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the-subscriptions-for-insurance-for-a-mutzai-companyy-shaiti
have-beea-dbta&ned7-the-ineeeporaters-or-direetota-én-charge
of-the-bustneas-shati-give-at-teast-ten-daysi-written-notice
by-mati-to-stockhoiders-or-subscribers;-as-the-case-may-bey-of
a-meeting-of-the-seeeckhotders-or-subacribers;-for-the-etection
of-directorss-and-such-meeting-shaii-be-hetd-within-ehirey
days-after-the-patd-up-capreai-or—subscriptions-have-been
secureds--FThe-directors-then-etected-shaii-continue-n-office
until-eheiz-successors-have-been-eitected-and-gquatifieds

Sec. 10. Section 515.65, Code 1991, is amended to read as
follows: o ‘

515.65 CERTIFICATE REFUSED -- ADMINISTRATIVE_PENALTY.

The commissioner of insurance shall withhold the
commissioner's certificate or permission of authority to do
business from a company neglecting or failing to comply with
this chapter. 1In addition, a company organized or authorized
under this chapter which fails to file the annual statement
referred to in section 515.63 in the time required shall pay
and forfeit an administrative penalty in an amount of ehree
one hundred dollars for each day the failure continues to be
collected in the name of the state for the-nse-of-the-state
general deposit in the insurance revolving fund. The
company's rignt to transact further new business in this state
shall immediately cease until the company has fully complied
with this chapter. ,

Sec. 1l1. Section 515.77, Code 1991, is amended to read as
follows:

515.77 CERTIFICATE TO FOREIGN COMPANY.

When any a foreign company has fully complied with the
requirements of law and become entitled to do business, the
commissioner of insurance shall issue to sueh the company a .
certificate of that fact, which certificate shall be renewed
annually on the firgt day of May June, if the commissioner is
satisfied that the capital, securities, and investments of
sueh the company remain unimpaired, and the company has |
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complied with the provisions of law appliCable shereto to the
comganz Prov:ded--hewever However, ‘the commissioner shall
not grant or contzvue authorzty to t:ansact insurance in thzs

State es to any an insurer the management of which is found by
the_commlssxoner,;aftep.a hearing heid-thereon is provided, in

which the commissioner shall establish and consider any prior
criminal records ot any'othet mattersL to be untrustworthys ot
so lacking in insurance experience as to make the proposed
operation hazardous‘to the insurance'buYing public.'or which,
after a hearlng heid-thereon is provxded ‘the commxssxoner has
good reason to belxeve is affllxated dlrectly or Lndzrectly -
through ownershlp, control, relnsurance transactxons, or other
insurance or buszness relatlons, with ‘any a person er-persons
whose bus;ness operatlons are or have been marked. to the
detrlment of polxcyholdets Qr stockholders or 1nvestors ot
creditors’ or of the. publlc, by manzpulat;on or dlssxpatxon of
assets, or manlpulatlon of accounts, or o£ reznsurance, or by

similar injurious act;ons. _
~ Sec. 12. Section 515}89, COde‘1991, is amended to :ead ds
follows: : | . g ' _ :

515.89 REVOCATION OF CERTIFICATE OF FOREIGN COMPANY.

The commissioner of 1nsurance aheii-be euehortzeé ~e8 may
examine inte the condltlon and affazrs of any insurance
company, as provzded for in this chapter, doing busxness 1nm
this state, not organized under its laws, or cause such
examination to be made by some"g<pexsohjor-bersens appointed
by the commiseiOner-having:ho interest in any inshrance
company: end‘ﬁhen”if it shaii- -appear a appears tO‘the‘
commissioner's satlsfactzon that the affairs of any such 2 ;
company are in an unsound condltlon or that a comgg_y has
failed to maintain the capztal and surplus requzred by sectlon

515,69, the commissioner shall revoke or suspend the
certificates granted in its behalf-—end-canse-a-not:fieatxon
thereof-to- be—pubi:shed-:n~seme Aswspaper-ef-generat - '
etrcuiattoe7-pubi:shed-ae the-seat-of- geve:nmentv-aad-ho-agent

._6..
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or-agents-of-~sueh-company-after-such-notice-shati-rssue
petieies-or-renew-any-previousty-issued.

Sec. 13. NEW SECTION. 515.89A SUSPENSION AND SUMMARY
SUSPENSION,

As a result of a viclation of Title XX by a foreign or
domestic insurer, the commissicner may do one or more of the

following: 7

l. After a hearing provided pursuant to chapter 17A, order
the suspension of the license or authority to transact the
business of insurance within the state.

2. Upon three days' notice, if the commlsSLOner has reason
to belzeve that there is 1mm1nent substantial rlsk to an
insurer's solvency, order the insurer to appear before the
commissioner and show cause why its license or authority to do
insurance business within the state should not be suspended.
At the hearing to show cause, the commissioner may summarily
suspend the license or authority of the insurer to do business
within the state. | |

3. Summarily order an insurér to cease and desist from a
violation, anticipated violation, or suspected viclation of
Title XX, if a hearing is pkovide& pursuant to chapter 17A
within thirty days of the summary cease and desist order.

Sec., 14. Section 682.11, subsection 1, Code 1991, is
amended to read as follows: '

1, Anyacempanyfengageé-in-the-bn:iness-of-bg:eméng-pn:gty
upen-ponds The commisﬁioner of insurance shall annuallx filé,
with the clerk of the district court of any each county tn
which-the- eempany-w:ii de-~ basrneas—-a-ce:btftcaee Erem-the
cemmrss:oner—offtnsurance thae- ehe-company-has-comp}:ed with
the-iaw-and-és-aathorized-to-do-bnséness a complete list of
the corporate‘suretieé to whom the commissibner has issued a

current certificate of authority to transact the business of a

surety in this state. | 7
Sec. 15, Section 682.13, Code 1991, is amended to read as

follows:

i
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682.13 RECORD BY CLERK. ‘
The clerk shall keep a book, properly indexed, in which
shall be recorded all such eertificates annual lists from the

commissioner of insurance and subsequent notices of‘
revocations. '

Sec. 16. 1990 Iowa Acts, chapter 1234, section 76, is
amended to read as follows:

SEC. 76. Sections 515A. 1 thrOugh 515A. 19, Code 1989, a:e
repealed effective July 1, ¥992 1993. :

Sec. 17. Section 515.23, Code 1991, is repealed.

Sec. 18. APPLICABILITY. Section 2 of this Act applies to
any insurer subject to an order under section 507C.18 issued
on or after the effectzve date of this Act.

| EXPLANATION

Section 1 provides that the commissioner may redomesticate
a foreign insurer whi;h_is-thelsubject ¢f_a liquidation or
other delinguency order in a reciprocal state for the purpose

of selling the assets of the corporatxon. The proceeds, less

court costs and the expenses of the comm:ssloner, become part_
of the assets of the lxquxdatlon or other eatate in the
recxprocal state. .

Sectzon 2 provides that an agent, broker, premxum finance
company, or other person Ls not lxable for uncollected

‘unearned premzum related to an 1nsolvency.

Section 3 changes the fine for late fxlzng of an annual

statement by a foreign insurer from-$300 to $500. It further

dzrects the fine to; be depeslted into . the xnsutance revolvzng
fund. A contxnuing VlOlathD is sub;ect to an add;txonal
penalty of 5100 per day. _

- Section 4 authorxzes the commxsszoner to susPend an

insurer’ s license as a penalty for violation of ‘chapter 5073,

510. or S13A. The section further authorxzes summary and
emergency suspen51ons, provided an opportun;ty for hearxng is
provided following the emergency or summary order.

Section 5 increases fees for certain filings made by

-8-
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benevolent associations with the division of insurance. The
fee for filing amendments to the association's articles of
incorporation would increase from $10 to $20. The annual fee
would be increased on a sliding scale depending upon the size
of the association. The maximum annual fee under this section
would be $300. |

Sections 6 through 8 adopt the model accident and health
pelicy regulatory law to require filing and prior approval of
individual accident and health policies. This section bermits
the commissioner to reject any policy or rider if the R
commissioner finds that the benefits provided are unreasonable
in relation to the premium, or if it contains a provisidn
which is unjust, unfair, inequitable, misleading, deceptive,
or subject to misrepresentation.

Section 9 strikes language governing notice of a meeting of
the shareholders of a stock insurer at which directors are
elected. '

Section 10 would change the fine for late filing of an
annual statement by a domestic insurer from a flat $300 to
$100 for each day the filing is late. It further directs the
fine to be deposited into the insurance revolving fund.

Section 11 amends the annual renewal date of a foreign
insurer's license from May 1, to June 1, to conform with
changes to license renewal dates for other insurers enacted in
1990, | -

Section 12 provides that a foreign insurer's license may1be
revoked or suspended for failing to maintain the statutoxiiy
required capital and surplus. It also eliminates the :
requirement of publishing notice of the revocation of a
foreign insurer's license in a newspaper of general
circulation,

~Section 13 authorizes the commissioner to suspend an
insurer's license as a penalty for violation of chapter 507B,
S10, or 513A. The section further authorizes emergency and
summary suspensions, provided an opportunity fdr heariné‘is:

=-Q=-
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provided following the emergency or summary order.

Sections 14 and 15 remove the requirement that a surety
company file a copy of its certificate of authority from the
commissioner of insurance with the clerk of the districét court
in each county in which the surety company will do business. |
In place of filing individual certificates of authority the
commissioner will provide an annual list of admitted sureties
to all district court clerks.  The cbmmissiOner will'continue
to provide notice to district court clefks of any revocations
of sureties' authority. |

Section 16 amends the 1990 loss cost Act to extend until
July 1, 1993, the repeal of the existing rate filing system
for workers' compensatxon. _

Section 17 repeals Iowa Code sectxon 515 23. Both sections
are grandfather clauses or transition provisions for insurers
organized prior to 1924.

Section 18 provides an appllcabxlzty date.

BACKGROUND STATEMENT
PROVIDED BY THE AGENCY

Section 1 expands the ability of the commissioner to sell
the corporate shell of an insolvent insurer to include the
corporate shell of a foreign insurer. The sale of an
insolvent shell allows realization of the value of the
insurer's licenses for the’ benefzt of pol;cyholders and other
creditors and has been successful in practxce with domestic
insurers,

Section 3 amends the civil penalty for late filings of “
annual reports by foreign insurers from $BDO, to $500. An  ;_
additional $100 per day penalty applies to continuing
violations. This will maintain the pressure to expedite a
filing even if it is already late. The section algo directs
the penalty to the division's rgvolving fund to_confozm_with_’
the codification in 1990 of the deposit of all civil penalties
collected by the division to the revolving fund.

Section 4 would authorize the commissioner to suspend an

-10-
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insurer's license as a penalty for certain violations of the
insurance code. Current lanquage refers only toc revocation,
but actual practice has been to impose suspensions. The _
section further authorizes summary suspensions with certain
procedural protections, provided an opportunity for hearing is
provided. This section improves the commissioner's ability to
respond to threatened violations and increases the flexibility
of administrative responses to violations. Summary authority
is held by other financial regulators, like the banking
commissioner, and is particularly useful when the damage may
be irreparable if an order must await a hearing. This allows
the order to be issued and effective immediately, with-a
subsequent hearing to determine the appropriateness of the
summary order, assuring constitutional due process.

Section 5 increases certain fees paid by benevolent
associations to more accurately reflect the costs to the
division of insurance to process the filings and adequately
regulate benevolent associations. The current fee for annual
filings of three dollars per association is particularly low
in light of the professional staff time required to review the
financials. The sliding scale for the annual filing fee is
intended to minimize the impact of increased fees upon
particularly small benevolent associations,

Sections 6 through 8 adept the model accident and health
policy regulatory law to require filing and prior approval of
individual accident and health policies. This amendment
permits the commissioner to reject ény pelicy or rider if_fhe
commissioner finds that the benefits provided are unreasonable
in relation to the premium, or if it contains a provision
which is unjust, unfair, inequitable, misleading, deceptive,
or subject to misrepresentation. This section clarifies the
authority which the commissioner currently exercises over
individual insurance policy forms, J

Section 9 strikes language which governs notice of a
shareholder meeting of a stock insurer at which directors are

-11=-
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elected, as an anachronlsm in light of the proviszons of the
new Iowa model busxness corporatzon Act. enacted in 1989
ccve;lng-the same subject. The later-enacted general
corporation chapter governs the issue. Elimination.of the
conflicting prior language minimizes confueion and marginally
shortens the code. | | B | |

Section 10 amends the cxvxl penalty for late fxlxngs of |
annual reports by domestic insurers from $300 to $100 for each
additional day the filing is late, This will maintain the
pressure to expedite a lexng even if it is already late. The
section also directs the penalty to the division's " revolv1ng
fund to conform with the codlflcatlon in 1990 of the deposxt
of all civil penaltles collected by the dIVISIOH to the
revolving fund; ‘ '

Section 11 amends the license renewal date for forezgn
insurers from May 1 to June 1 to conform with changes to other
insurer's l;cense renewal dates enacted 1n 1990, prxmarxly to
provide for license renewal after the leLSAOn s receipt of
certain reports shared between Lnsurance regulators.

Section 12 provxdes for. the revocatxon or suspensxon of a
forelgn insurer's llcense Eor falllng to maxntaln the
statutory minimum cap;tal and‘surplus. It also el;mlnates the
requirement that notice of the revocation be published in a

‘newspaper of general circulation. - Publication has not been

the procedure of the division for some time and agents are
protected by the revoked insurer belng required by the
dlvxszon to notify its agents of the revocatxon.

Section 13 would autporzze the commlsszoner to suSpend an'_
insurer’ 3 license as a penalty for certaxn violatzons of the
insurance code. Current language refers only to revocatlon,
but actual practice has been to lmpose suspensions. ' The
section further authorxzes summary . susPenszons, provxded an
opportunlty for hearxng is prov;ded._ Thls sectzon 1mproves
the commissioner’ s ab111ty to respond to threatened vzolatzons

and increases the flex;bxlxty of admxnxstratxve responses to

-12-




LTI S B R RN

W W W W W W R RN R N R OR R b e b e s et
Wb WO W N B W RO W DD SN B W N O

SOF. H.F.

violations. Summary authority is held by other financial
requlators, like the banking commissioner, and is partlcularly
useful when the damage may be irreparable if an order must-
await a hearing. This allows the order to be issued and
effective immediately, with a subsequent hearing to determine
the appropriateness of the summary order, assuring o
constitutional due process,

The division currently must copy and mail the previously
reviewed, approved, filed, and issued certificate of authority
to the surety company for later filing in each county in which
a surety does business. 1In the insurance context this dual
filing of certificates of authority is an unnecessary
duplication. The current statute reguires dupllcatxon“of
filing space and labor, and provides no increase in functional
public access. Surety companies are a specialized class of
insurers, and the division of insurance is the logical .'"
repository for such certlfxcates as for all other znsurance
categories. Additionally the enforcement authority to- revqke
the certificate of authority or employ sanctions against a
nonadmitted surety company remains with the commissioner and
is not shared by or transferred to the county clerks, so no
penalty provision requires the clerks to possess the actual
certificate., The county clerks do refer to such surety
£ilings in connection with restricting acceptaﬁce of
additional bonds form agents or companles with outstandxng S
bonds on which claims have not been paid. For this purpose it
is the information itself which is important for the clerks to
receive, and not the form of the information. Sections 14 and
15 provide the same essential information in the form of an.
annual list of admitted surety companies delivered to all
district court clerks. By eliminating the preparation of
multiple certificates of authority for filing with various -
clerks of court, this bill would reduce the work load upon‘
insurance division staff form a repetitiée task, freeihg time
for more effective employment in the supervision of companiés

-13-
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and enforcement of Iowa insurance law.
Sec*ion 16 amends the 1990 insurance services office loss

cost tate £iling Act to extend until Julty 1, 1993, the. repealﬁ{m~?w
of the existing rate fxlxng system for workers' compensat1on. <=~ 

When the 150 loss cost rate filing system was adopted for most
lines of property and casualty insurance, workers' :
compensation was excluded in expectation of a workers":
compensation specxfxc loss cost model from the national

.association of insurance commissioners (NAIC). A model was .

expected perhaps as early as 1991, but it has now been
delayed, probably until late 1992. Section 16 prevents the
possibility of having no currently applicable rate f£iling and
examination law granting the commissioner authority to
supervige workers' compensation rates. The NAIC loss cost
model will be offered for adoption as soon as it is available.

Section 17 repeals a transxtxon clause or grandfather
clause for insurers orqanlzed przor to 1924, All existing
companies under chapter 515 tnat predate 1324 have elected to
comply with the. current requlzements of chapter 515 and the
transition provxsxons are now unnecessary, surplus verbxage in
the code. . ‘

Sectxon 18 provxdes for the applxcabxlxty of the Act.

LSB 1268DP 74
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HOUSE FILF 634

AR ACT

RELATING TO THE REGULATION OF THE BUSINESS OF INSURANCE,
AMENDING CERTAIN FILING REQUIREMENTS, FILING FEES, AND
THF, DEPOSIT OF THOSE FEES BY THE TNSURANCE DIVISION,
PROVIDING FOR THE PRIOR REVIEW AND APPROVAL OF CERTAINM
POLICY FORMS AND RATES PRIOR TO ISSUANCE OR DELIVERY,
MAKING MODIFICATIONS TO CERTAIM MEETING ANMD LICENSE
RENEWAL REQUIREMENTS, PROVIDING ADMINISTRATIVE PENALTIES,
AND PROVIDING FOR THE ACT'S APPLICABLILITY.

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

Section 1. NEW SECTION, 505.1JA AVAILABILITY OF CERTAIN
RATING INFORHATION,

1. The division shall provide to any person requesting
publicly available Llnformatlon relating to the €inancial
condition of any insurance company licensed to do business ian
the state, inciuding, but not limited to, the following:

a. Curcent ratings issued by a private rating

organlzation,

b. Information on how to obtaln such Informatlon from
various sources,.

¢. Information on the atate lnsurance quacranty Cunds. ,

2. The provision of auch information by the divislon shall
not be the basias to impose liability upon the division or any
employee of the division. Information provided under this
aection ia not an endorsement or guaranty of any insurance

company.
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Sec. 2. NEW SECTION. S07C.20A REDOMESTICATION OF FOREIGN
INSURER.

The commissioner may petition the court for an ancillary
receivership or for an order redomesticating a foreign insurer
which is the subject of a liquidation or other delinguency
order in a reciprocal atate. Only the corporate charter and
rights to the licenses under such chacter ahall be
redomesticated to Iowa. All claims againat the foreign
Insurer shall remain a part of and be administered through the
reciprocal atate liquldation or other delinquency proceeding,
Following notice as preacribed by the court and a hearing, the
court may sell the corporation as an entity, together with any
of its licenses, Efree and clear from the clalms or interests
of all claimanta, creditors, policyholders, and stockholders
of the corporation undecr liquidation or other delinguency
proceedinga, wherever located. The sale may be made on tecms
and conditions the court deems approprlate. The proceeds of
the sale, less court costs, attorney fees, broker's €eesa, and
the comuissioner's expenses in effectuating the sale, shall
become part of the asseta of the liquidation or other estate
in the reciprocal state.

Sec. ), Section 507C.33, subsectlon 1, Code 1991, is
amended by adding the followlng new paragraph after paragcaph
a and relettering existing paragraph b:

HEH PARAGRAPH. b. Hotwithatanding paragraph "a", the
agent, hroker, premium €inance company, or other person, is
not liable for uncollected unearned premium of the insurer. A
presumption exists that the premium as shown on the books of
the insurer is™collected and the burden is upon the agent,
broker, premium finance company, or other person to
demonstrate by a preponderance of the evidence that the
unearned premium waa not actually collected. For purposes of
this paragraph, "uneacned premium® means that portion of an
insurance premium covering the unexpired term of the policy or
the unexpicred period of the policy period.
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Sec. 4, Section 508.7, Code 1991, js amended to read as
follows:

508.7 LOANS TO OFFICERS.

Except as permitted in section sections 508.8 and 508,84,
the capital or other €unds shall not be loaned directly or
indirectly to an officer, director, atockholder, or employee
of the company or directly or indirectly to a telative of an
officer or dicrector of the company.

Sec. 5. MNEW SECTION. S08.8A LOANS TO EMPLOYEES.

1. A life insurance company having a ratio ol statutory
aucplus to admitted assets of at least four percent may make,
acquire, and hold loans to employees, officers, and dicectors
under the following terms and conditions:

a. The company may make a mortgage loan on real property
owned by an employee of the company which is to serve as the
employee's dwelling, provided the company i3 regularly and
actlvely involved in making cesidentlal mortgage loans to the
public.

b. The company may acquite a mortgage loan on Teal
property owned by an employee of the company which is to setve
as the employee's dwelling, provided the company acquiting
such loan is reqularly and actively invelved in acquiring
residential mortgage ioans not involving employees from
gources in the secondary macket.

c. The company may acquire a mortgage loan on real
property owned by an employee, officer, or director which is
included in a portfolio of mortgages inltiated by others and
acquired by the life insurance company. The mortgage loans in
any such acquired portfolio of mortgage loans must satisfy
both of the following condittions:

{1) Moce than seventy-Eive peccent of the dollar value of
the mortgage loans must be Eor real property that is owned by
persons who are not employees, officers, ot directors of the

company.
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{2) MHore than seventy-five peccent of the mortgage loans
must be for real propecty that is owned by persons who are not
employees, officers, or directors of the company.

d. The company may continue to hold a mortgage loan on
ceal estate which is assuned by an employee, officer, ot
director if the mortgage was orlginally properly made or
acquited by the life insurance company, provided that all
terms and conditions of the mortgage loan cemain unchanged and
the mortgage loan 15 secrviced in accordance with customary
servicing practices of prudent lending institutions,

e. The company may continue to hold a mortgage on real
estate owned by an officer or director which was properly made
or acquired by the company before the officer or director
became an officer or director of the company, provided that
all ternms and conditions of the mortgage loan remaln unchanged
and the mortgage loan is serviced in accordance with customary
serviclng practices of prudent lending institutionsa.

2. As used in this section, "employee” does not include
officers ot directors of a life insurance company.

Sec. 6. Section 508,15, Code 1991, is amended to tead as
follows:

508.15 VIOLATION BY FOREIGN COMPANY.

Companies organized and chartecred by the laws of a forelgn
state ot couatey, failing to €ile the evidence of investment
and statement within the time fixed, or falling to timely file
any financial statement required by rule of the commissioner
o€ insutance, shall forfeit and pay the-sum-of-three Cive
hundred dollacrs, to be collected in an action in the name of
the state and paid to the txeasurér of state for deposit in
the general fund of the state as pcovided in section 505.7.
and their right to transackt further new business in this state
shall immediately cease until the requirements of this chapter
have been fully complied with. The commissionet may give
notice to a company which has Eailed to file within the time

fixed that the company is in violation of this section and i€
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statement within ten days of the date of the aotice the

company shall forfeit and pay the additignal sum of one *

hundred dollars for each day the fallure continues, to be paid
to the state treasurer €oc depogit in the general fund of the

state as provided in section 505.2,

Sec. 7. MNEW_SECTION. 508,.15A SUSPENSION AND SUMMARY
SUSPENSLION,

The commissioner may do one or more of the following:

1. For a violatlon of Title XX, after a hearing provided
pursuant to chapter 17A, order the suspension of the license

or authority to transact the business of insurance within the
state,

2. Upon three days' notice, 1P the commissioner has reason
to believe that there is lamminent subatantial risk to an
insurer’'s solvency, order the insurer to appear belore the
commissioner and show cause why itas license or authority to do
insurance business within the state should not be suspended.
At the hearing to show cause, the commlssioner may sumearily
suspead the license or authority of the insurer to do business
within the state. '

3. Suewmaclily order an insurer to cease and desist €rom a
violation, anticipated violation, or suspected violatlon of
chapter 507B, 510, or $13A, 1f a hearing is provided pursuant
to chapter 17A within thirty days of the summary cease and
degist order.

Sec. B. Section 510.7, subgection 1, as enacted by 1991
Iowa Acts, Senate Pile 518, is amended to read as follows:

510.7 PENALTIES AND LIABILITIES.

1. IFf the commizaioner €inds, aftec a hearing conducted in
accotdance with chapter 17A, that any person has violated one
ot more provisions of this chapter, the commissioner may order
do one or more of the following:

a, For each separate violation, order the imposition of an
administcative penalty of not more than ten thousand dollars.
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b. Revocation Order the revocation or suspension of the

producer’s license.

€. Reimbursement Bring a_clvil suit seeking reimburgement
by the managing general agent of the insurer, the
crehabilitator, or the liguidator of the lnsurer for any losses
incurred by the insurer caused by a violation of this chapter
committed by the managing general agent,

Sec. 9. S$ection S10A.4, subsection 1, as enacted by 1991
Iowa Acts, Scnate File 518, is amended to read as follows:

l. a. If the commissioner has reason to believe that a
controlling producer has committed or i3 committing an act
which could be determined to be a violation, as defined in
gection S10A.2, the commissioner shall serve upon the
controlling producer in the manner provided by chapter L7A, a
statement of the charges and notice of a hearing to be
conducted in accordance with chapter 17A.

bs--At-such-hearingy-the-commiastoner-must-eskabliah-that
the-controtting-producer-engaged-in-a-viotationy-as-deéined-in
section-SEOAT2c--Fhe-controlling-producer-ahatl-have-an
oppoctunity-to-be-heard-and-to-present-evidence-rebutting-the
eharqes~and-to—estabIish-ehat-ehe—insoivency-of-the—controiled
insuree-arosa-ont-of-events-not-atteibutable-to-the-viokationy
The-decistons-determinations-or-order-of-the-comatsnioner-¢a
suhject-to-judicial-review-pursoant-to-chaprer-1iA-

b. At such hearing the comnissioner shall determiane

whether the controlling producer engaged in a violation, as
defined in section 510A.2. The coantrolling producer shall

have an opportunity to he heard and to present evidence
tebutting the alleqed violations. The €inal action of the
commissioner i3 subject to judicial teview pursuant to chaptec
174,

€. Upon_the commigsioner's €inding of a violation by a

controlling producee, the commissioaer may bring a civil sult

seeking reimbursement from the controlling producec as
provided in paragraph “d*. In the suit, the controlling
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producer shall have the burden of establishing that the

attributable to the_violation.

¢ d. Upon a Einding, pursuant to this aection, that the
controlling producer committed a violation and the controlling
producer Eailed to establish that the violation did not
substantially contribute to the insolvency, the comtrolling
producer shall reimburse the state guaranty funds, created
pursuant to chapter 5158 for all payments made for losses,
loss adjustment, and administcatlve expenses on the business
placed by the producer in excess of gross earned premiums and
investment income earned on premiums and loss reserves for
such busginess.

d e. This section does not affect the right of the
commissioner to impose any other penalties provided for under
Title XX.

Sec. 10. Section S12A.5, Code 1991, ls amended to read as
tollows:

S12A.5 FFES TO COMMISSIONER.

?here The following fees shall be paid to the commissioner

for services required under the-proviatons-of this chapter the
foiloving-fees, which ahall be accounted for by the
commissioner In the same manner as other fees received in the
discharge of the dutles of the office:

1.
articles of lncorporation for-organiretisn in this state and
the accompanying general plan of operation of any benevolent
association, and the lssuing of the permission to do business,
ten twenty dollars,

2. Ffor filing an annual statement of a benevolent
association, and issuing the renewal of the permission
tequired by law to authorize continuance in business, three
twenty-five dollacrs per_existing unit, not to excecd_three

NEW SFCTION. SL3A.) PURPOSE.
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The purpuse of this chapter is to give the cormissioner
jurisdiction over third-party payors of health care benefits;
to indicate how a third-party payor of health care benefits
may show the jurisdiction to which the third-party payor is
subject, to allow for examinations by the commissioner if the
third-pacty payor of health care benefits ls unable to
establish that a third-party payor is subject to another
jurisdiction, to make a third-party payor of health care
benefits subject to the laws of this state if the third-party
payor canmot show that it is subject to another jurisdiction,
and to disclose to purchasers of such health care benefits
whether or not the plans are fully insured.

Sec, 12. NEW SECTION. 513A.2 AUTHORITY AND JURISDICTION
OF COMMISSIONER,

Except as provided in thls chapter, a third-party payor
ptoviding coverage Ln this state for medical, surgical,
chiropractic, physical thecapy, speech pathology, audlology,
professional mental health, dental, hogpital, or optometric
expenses, whether the coverage is by direct payment,
reimbursement, or otherwise, ls presumed to be subject to the
jucrisdiction of the commlssloner of insurance, unless the
person shows that while providing such services the person ls
subject to the jurisdiction of another agency of the state or
the federal govecnment.

Sec. 1), NEW SECTION. SL13A.3 HOW TO SHOW JURISDICTION.

A thicd-party payor may establish that the third-party
payor is subject to the juriasdiction of another agency of the
state, any subdivision of the state, or the federal
government, by providing to the insurance commissioner the
appropriate certificate, license, or other document issued by
the agency which permits or qualifies the thicd-party payor to
provide those services.

Sec. 14, NEW SECTION. S13A.4 EXANINATION.

A third-party payor unable to establish under section
S13A.) that the third-party payor is subject to the
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juriadiction of another agency of the state, any subdivision
of the state, or the federal government, shall submit to an
examination by the insurance commissibner to determine the
organization and solvency of the third-party payoc or the
entity, and to determine whether of not the third-party payor
complies with the applicable provisions of state law.

Sec. 15, NEW SECTION. SL13A.5 SUBJECT TO STATE LAWS.

A third-party payor unable to establish that the thicd-
party payor is subject to the jurisdiction of another agency
of the state, any subdivialon of the state, or the federal
govecnment, is subject to all approprliate provisiona of Ticle
X% cegacrding the conduct of the business of the third-party
payor.

Sec. 16. WEW SECTION. 513JA.6 DISCLOSURE.

A production agency or adminlatrator which advectises,
sells, transacts, or administers the coverage in this state as
defined in section 513A.2 and which is required to subamit to
an examination by the insurance comnissioner under section
S1JA.4, shall, if the coverage is not fully insured or
otherwise Fully covered by an admitted life or disability
insuretr, nonprofit hospital service plan, or nonprofit health
care plan, advise every purchaser, prospective purchaser, and
covered peraon of the lack of insurance or other coverage,

An administrator which advertisea or administers the
coverage in thia state as defined ln section 513A.2 and which
is required to submit to an examination by the insurance
conmissioner under section 513A.4, shall advise any production
agency of the elements of the coverage,. including the amount
of stop-loss insurance in effect.

Sec. 17. NEW SECTION. 514A.13 FILING REQUIREMENT --
PRIOR APPROVAL.

A policy of insurance against loss or expense from sickness
or from the bodily injury or death by accident of the insured
shall mot be issued or dellivered to any person in this state
and an application, rider, or endorsement shall not be used in
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connection with the policy until a copy of the policy form and
of the classification of risks and the premium rates, or, in
the case of cooperatives or assessment companies the estimated
coasta pertaining to the policy have been filed with and
approved by the commisasioner.

A filing ia deemed to be approved unless disapproved by the
commissioner within thirty days of receipt of the filing by
the commissioner.

Sec. 18. MNFW _SECTION. 514A.14 DISAPPROVAL OF FILING,

1. The commissioner shall notify an insurer which has
filed a policy form pursuant to section S14A.13 that does not
comply with this chaptec or chapter 5140, or rules adopted
pursuant to those chapters. The notice shall inform the
insurer that it is unlawful for the insucer to issue the Eorm
or use it Lln connection with any policy, if the commissioner
€inds upon teview of the form, either of the following:

a. The beneflits provided are unteasonable in relation to
the premium charged,

b, The form contains a provislon which ls unjust, unfair,
inequitable, misleading, deceptive, or which encourages
miscepresentatlon of the policy.

2. In a notice provided under subsection 1, the
commissioner shall specify the reasons Eor disapproval and
atate that a hearing will be granted within twenty days atter
request in writing by the insurer.

Sec. 19. NEW SECTION. 514A.15 WITHDRAWAL OF APPROVAL.
The commissioner may at any time, aftter opportunity for
hearing, withdcaw the commissioner's previously given approval

of any such €orm on any of the qréunds stated in section
514A.14. It shall be unlawful for the insuter to issue a form
or use the form in connection with any policy afrer the
effective date of the withdrawal of approval. The notlce of
any hearing granted under this paragraph shall specify the
matters to be considered at the hearing. Any decision
attirming disapproval or directing withdrawal of approval

v€3 4H
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under this section shall be im weiting and shall specify the
reasons for the disapproval or withdrawal of approval.

Sec. 20, NEW SECTION. 514C.6 UNIFOHMITY OF TREATMFNT --
EXPLOYEF WELFARE BENEFIT PLANS, -

1. A statutory provision to mandate a health care coverage
or gervice, or to mandate the offering of a health care
coverage or service, applies to all state~tequlated third-
party payors and to employee welfare benefit plans described
in 29 U.$.C. § 1001 et seqg. However, if an employee welfare
benefit plan subject to federal regulation is not qubject to a
substantially similar requirement, the statutocy ptovigsion
does not apply to a state-cegulated thicrd-pacrty payor until
the employee welface benefit plans are subject to a
substantially similac standacd under federal tegulations as
determined by the commissloner. ’

2. For purposes of this section unless the context
othetwise requires, a third-party payor means:

a. An accident and slckness insurer, subject to chapter
509 or S14A,

b. A nonprofit health service corporatlon, subject to
chapter 514.

c. A health maintenance otganizatlon, subject to chapter
5148.

d. Any othetr entity engaged in the business of insurance,
risk transfer, or risk retention, which ia subject to the
jurisdiction of the commissioner.

Sec. 21, Section 514G.7, aubsection 2, Code 1991, is
amended by adding the following new paragraph:

NEW PARAGHAPH. d. 8e issued to an individual without
obtaining one or more of the following:

{l) A report of a physical examination.

{2) An assessment of fuactional capacity.

(1) An attending physician's statement.

{4) coples of medical records.
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Sec., 22. Section 514G,7, subsection 4, paragraph a,
subparagraph (1), Code 1991, is amended by adding the
following new subpactagraph subdivisions;

NEW_SUBPARAGRAPH SUBDIVISION. (a) Effective July L. 1991,
any holder of a long-term care insurance policy, which is not
noncancelable or guaranteed renewable, was Lssued before July
1, 1989, and conditions eligibility for benefits on a
requitement of prior hospitalization, ahall, unless it has
previously been offered by the insurer, be offered by the
ingurer a rider or endorsement that waives the reqguirement of
prior hospitalization. If the cider or endorsement resultks in
a concomitant increase in premium during the policy term, then
it must be agreed to in writing and signed by the insured to
become effective.

NEW SUBPARAGRAPH SUBDIVISION, (b) The rider or
endorsement uwader subparagcaph subdivislion (a) shall be
subject to the insurer's underwriting guidelines as proof of
insurability at the time of appllcation for the rider or
endocsement.

NEW SUBPARAGRAPH SUBDIVISION. (c) Effective July 1, 1991,
any holder of a noncancelable or guaranteed renewable long-

term care insurance pollcy issued before July L, 1989, vhich
conditions eligibility for benefits on a requivement of priov
hospitalization, shall, unless the holder has previously been
notified by the imsuter, be notified by the insurer in writing
prior to or at the time of delivery of the next premium
statement of the existence of the condition and that new
policies issued by any insurance carcier may not condition
benefits on a requirement of prior hospitalization. The
insurer shall not solicit the replacement of the noncancelable
or quaranteed tenewable policy at the same time as the
delivery of notice under this subparagraph subdivision.

Sec. 23. Section 514G.7, subsection 4, paragraph d, Code
1991, is amended to cead as follows:
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d. A long-tecrm care Insurance pollcy which-conditions
shall not condition eligibility for noninstitutional benefits
on the prlor receipt of instltutional care shaki-not-require-a
prior-tnstikubtional-stay-of-more-than-thirty-daya-for-which
beneftta-are-pad.

Sec. 24. HEW_SECTION. 514G.10 LONG-TERM CARE CONSUMER
GUIDE.

An insurer offering a long-term care insurance policy to
any person shall provide to the appllcant the current long-
term care insurance consumer guide prescribed by the insurance
division of the department of commerce. The commissioner of
insurance may by reference adopt or pecmit the use of the
long-term care insurance consumer guide developed by the
national association of insurance commlssioners, the blue
cross and blue shield association, or the health insurance
association of Amecica. Delivety of the long-term care
insurance consumer guide shall be made if a policy is
advertised, solicited, or issued as a pollcy as defined in
this chapter, ot 1€ it is subject to this chapter, regardless
of the label applied by the ingurer, Except in the case of
direct response insurers, dellvery of the long-term care
insurance consumer guide shall be made to the applicant at the
time of application, and acknowledgement of receipt of the
lohg-term cace insurance consumer guide shall be obtained by
the insurer. A direct response ingurer shall deliver the
long-term care insutrance consumer guide to the applicant at
the time the policy is delivered. An insurance company
required to distribute the guide shall reimburse the atate for
a1l costs associated with the guide.

Sec, 25. Section 515.26, Code 1991, is amended to read as
follows:

515.26 DIRECTORS,

The atfairs of a company organized as provided by this
chapter shall be managed by a number of directors, of not less
than five nor mocre than twenty-one, all of whom, in cagse of a
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stock company, shall be stockholders, or, in case of a autual
company, be policyholders, ot before the company shall effect
insurance, be subscribers for stock or for insurance as the
case may be. HWhen-the-paid-up-capitai-for-a-atock-eompanyr--or
the-subacriptions-for-insurance-for-a-autual-companyr-shati
heve-been-obtatned; -the-tncorporatars-or-directors-in-charge
of-the-busineas-shali-give-at-least-ten-daysi-written-notice
by-matl-to-steckhotders-or-sabscribersy-as-the-case-may-bey-of
s-mesting-of-the-stockhotders-or-aubaeribersr-for-the-etection
of-directorny-and-soch-meeting-shaii-be-hetd-within-thirry
days-nfter-the-patd-onp-capital-or-subscriptions-have-been
secareds--Fhe-directors-then-etected-shati-continue-tn-oéfice
untit-thetr-avccessors-have-been-etected-and-quatifieds

Sec., 26, Section 515.65, Code 1991, is amended to read as
foliows:

515,65 CFERTIFICATE REFUSED -~ ADMINISTRATIVE PENALTY.

The commisslioner of insurance shall wlthhold the
commissionec's certificate or permisaion of authority to do
business Erom a company neglecting or Ealling to comply with
this chapter. In addition, a company organized or authorized
under this chapter which Falls to file the annual statement
referred to in section 515.63 in the time required shall pay
and forfeit an administrative penalty in an amount of three
five hundred dollars to be collected in the name of the state

state as provided in section 505.7. The company's tight to
tranaact further new business in this state shall immediately
cease until the company has fully coaplied with this chapter.
The commissioser may give notice to & company which has €ailed

to €ile within the time required that the company is in

violation of this sectign and if the company fails to file the

evidence of investment and atatement within ten days of the
date of the notice the company shall forfeit and pay the
additional sum of one hundred dollars for each day the failure
continues, to be paid to the treasurer of state for deposit in
the general fund of the state as provided in section 505.7.
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Sec. 27. Section 515.77, Code 1991, is amended to read as
€ollows:

51%.77 CERTIFICATE TO FOREIGHN COH#ANY.

When any a foreign company has fully complied with the
requirements of law and become entitled to do business, the
commissioner of lnsurance shall issue to sech the company a
certificate of that fact, which certificate shall be renewed
annually on the €irst day of May June, if the commissioner is
satisfied that the capital, secucities, and investments of
such the company recain unimpaired, and the company has
complied with the provisions of law applicable thereto to the
company. FProvideds-however However, the commissioner shall
not grant or continue authotity to kransact insurance in this
state as to sany an insurer the management of which is found by
the commissioner, after a hearing heid-thereon i3 provided, in
which the commissioner shall establish and consider any prior
criminal recoeds or any other matters, to be untrustworthyr or
g0 lacking in insurance expecrience as to make the proposed
operation hazardous to the insucance-buying public; or which,
after a hearing held-thereon is provided, the commissioner has
good reason to believe is affiliated directly or indirectly
through ownetship, control, reinsurance transactions, or other
insurance or business celationg, with any a person or-persons
whose business opecations are or have been macked, to the
detriment of policyholders or stockholders or investors or
crteditors or of the public, by manipulation or dissipation of
assets, or manipulation of accounts, or of reinsurance, or by
similar injurious actions.

Sec, 28, Section 515.89, Code 1991, is amended to read as
follows:

51%.89 REVOCATION OF CERTIFICATE OF FOREIGHN COMPANY.

The commiagioner of insurance shatlk-be-authorized-to may
examine tnte the condition and atfaics of any insurance
conpany, as provided for in this chapter, doing buginessa in
this state, not organized under its laws, or cause guch
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examination to be made by aeme a pergon oe-peraons appointed
by the commisgionec having no interest in any ingurance
company;: and when if it shail-appear appears to the
comminsioner's satisfaction that the aftfairs of any-sueh a
company ate in an unsound condition or that a company has

failed to maintain the capital and sueplus requiced by

515.6%, the commissioner shall cevoke or_suspend the
certificates granted in its behalfy-end-cause-a-norification
rhereof-to-be-publkished-tn-seme-newspaper-of-generak
civentationy-pubtished-ac-the-seat-of-governmenty-and-no-agent
or-ngenta-of-snch-company-after-such-notice-ahati-taane
potictes-or-rencw-any-previoualy-tasaed,

Sec. 9. NEW_SECTION. S515.89A SUSPENSION AND SUHMMARY
SUSPENSION,

The commisaioner may do one or motre of the following:

1. For a violatlon of Title XX, after a hearing provided
pursuant to chapter L7A, order the suspension of the license
or authority to transact the business of insurance within the
state.

2. Upon three days' notlce, if the commissioner has ceason
to believe that thete is imminent substantial cisk to an
insurer's solvency, order the insucer to appear before the
commissioner and show cause why its license or authority to do
insurance business within the state should not be suspended,
At the hearing to show cause, the commissioner may summarily
suspend the license or authority of the insurer to do business
within the state.

3. Summacrily order an insurer to cease and desist from a
violation, anticipated violation, ar suspected violation of
chapter 5078, 510, or 513A, if a hearing ls provided pursuant
to chapter 17A within thicty days of the summacy cease and
desist order.

Sec. 30. Section 515A.2, Code 1991, is amended to read as
follows:

516A.2 CONSTRUCTION -- WINIHUM COVERAGE,
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1. Except with respect to a policy containing both
underingured motor vehicle coverage and uninsured or hik-and-
tun motor vehicle coverage, nothing contained in this chhpter
shall be construed as requiring forms of coverage provided
pursuant hereto, whether alone or in combination with similar
coverage afforded under other automobile liability or motor
vehicle liablility policies, to atford limits in exceas of
those that would be afforded had the insured thereunder been
involved in an accident with a motorist who was insured under
a policy of llablility insurance with the minimum )limits for
bodily injury or death prescribed in subsection 10 of gection
321A.1. Such forms of coverage may include terms, exclusions,
limitations, conditions, and offsets which are designed to
avoid duplication cf insurance or cother benefits,

To _the extent that Herpandez v. Facmers Insurance Company,
460 N.W.2d 842 (lowa 1990), provided for interpolicy stacking
of uninsured or underinsured coverages In contravention of

specific contract or policy lanquage, the genecal assembly

declares such_decision abrogated and declaces that the

enforcement of the antistacking provisions contained in a
motor_vehicle insurance policy doeg not fruatrate the
protection given to an insured under section 516A.1.

2. Pursuant to chapter 17A, the commisgioner of insurance

shall, by January 1, 1992, adopt rules to assure the

availability, within the state, of motor vehicle insurance

policies, riders, endorsements, oc¢ other aimitar forms of

coverage, the terms of which shall provide for the stacking of

uninsured and undecinsured coverages with any similar coverage

which may be available to an insured.

3.__It is the intent of the general assembly that when more

than one motor vehicle insurance policy is purchased by or on

behalf of an_injured insured and which provides upinsured,

underinsured, or hit-and-rum motor vehicle coverage to an

insured_injured in an accident, the injured insured is
entitled tc recover up %o an_amount equal to the highest
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single limit for wninsured, underinsured, or hit-and-run motor

vehicle insurance policies_insuring the injured persomn which

amount _shall be paid by the insurers according to any priority
of_coverage provisions contained in the policies insuting the
injured peeson,

$ec. Jl. Section $21C.11, subsection 1, paragraph c, as

enacted by 1991 Iowa Acts, Senate File 518, is amended to read
as follows:

c. If a violation was committed by the ceinsurance
intermediary, a civil action brought by the commissioner
gseeking cestitution by the reinsurance intermediaty to the
insurer, reinsurer, rehabilitator, or liquidator of the
insurer or reinsurer for the net losses incurted by the
insutrer or reinsurer attributable to the violation.

Sec. 12. 1991 Iowa Acts, Senate File 518, section 63, is
amended to read as follows:

SEC, 33. Sections 10 through 13, the producer controlled

property and casuwalty insurer Act, division II of this Act,
take effect July 1, 1991, An insurer or producer subject to
division II of this Act shall not continue, renew, or initiate
a contract, or place business on ot after July 1, 1991, unless
in compliance with division II of this Act, regardless of the
date on which the original contract was entered into between
the parties. The commissioner shall have the authority to

suspend enforcement of sections 10 through 13 of this Act

until the earlier of July 1, 1992, or affirmative action o

the national association of ingsurance commissioners to cequite
enforcement of the Act as a condition of accreditation, If

the model producer controlled property and casualty insurer

Act or materially amends the Act. the commissionet shall

submit the cepeal oc revisions in & division prefiled bill_for

conaideration by the general assembly,

v€9 dH
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Sec, 33. Section 682.11, subsection 1, Code 1991, is
. amended to read as follows:

L. Any-company-enqgaged-in-the-business-of-hacoming-surety

upon-bonds The commissioner of insurance shall annually €ile,
with the clerk of the distecict court of any each county in

which-the-company-witi-do-bustnesn;-a-cectificate-from-the
commiasioner-of-insprance-that-the-campany—has-comptied-with
the-tew-and-ts-anthocived-to-do-business a complete list of

the corporate sureties to whom the commissioner has issued_a

current certificate of authority to transact the bualness of a

sucety in this state.

Sec. 34. Section 682,13, Code 1991, is amended to read as
follows:

682.13 RECORD BY CLERK.

The clerk shall keep a book, propecly indexed, in which
shall be recorded all such ecereificates annual lists from the

commissionet of insurance and subsequent notices of

revocations.

Sec. 35. 1990 lowa Acts, chapter 1134, section 76, is
anended to read as follows:

SEC. 76. Sections 515A.1 through 515A.19, Code 1989, are

Sec, 6. Section 515.23, Code 1991, is repealed.

Sec., 7. APPLICABILITY. S$ection ) of this Act applies to
any lnsurer subject to an order under section 507C.18 issued
on ot after the effective date of this Act.

Sec. 18. Section 1 of this Act is effective upon the
enactment by the Seventy-ftourth General Aasembly of an
appropeiation of $10,000 to the insurance division of the
department of commerce for the implementation of that section.

Sec. 39. Section 30 of this Act applies to all causes of
action accruing on or after July 1, 1991, and to those
acceuing before July 1, 1991, which are filed on or after
September 15, 1991.
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Sec. 40. The Code editor ahall remove all references to
chapter S13A in this Act and make other related conforming
changes, if chaptec S13A in this Act 18 not epacted by the
general assembly ducring the 1991 regular session.
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