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Section 1, Section 85.22, Code 1993, is amended to read as
follows:

85.22 LIABILITY OF QOTHERS -- SUBROGATION.

When an employee receives an injury Or incurs an
occupational disease or an occupational hearing less for which
compensation is payable under this chapter, chapter 85A, or
chapter 85B, and which injury or occupational disease or
cccupational hearing loss 1s caused under circumstances
creating a legal liability against some person, other than the
employee's employer or any employee of such employer as
provided in section 85.20 to pay damages, the employee, or the
employee's dependent, or the trustee of such dependent, may
take proceedings against the employer for compensation, and
the employee or, in case of death, the employee's lega:l
representative may also maintain an action against such third
party for damages. When an injured employee or the employee's
legal representative brings an action against such third
party, a copy of the original notice shall be served upon the
employer by the plaintiff, not less than ten days before the
trial of the case, but a failure to give such notice shall not
prejudice the rights of the employer, and the following rights
and duties shall ensue:

L. If compensation is pald the employee or dependent or
the trustee of sueh the dependent under this chapter, the

employer by whom the same compensation was paid, or the

employer's insurer which paid it, shall be indemnified ocut of
the recovery of damages to the extent of the payment se made,
with legal interest, or to the extent of any payment to be

made_in the future, except for asweh attorney fees as may-be

alloweds by the district court, to the injured employee's
attorney or the attorney of the employee's personal
representative, and shaii-have has a lien on the claim for

such recovery and the judgment thereen on the recovery for the

compensation for which the employer or insurer is liable. 1In

order to continue and preserve the lien, the employer or
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insurer shall, within thirty days after receiving notice of
such suit from the employee, file, in the office of the clerk
of the court where the action is brought, notice of the lier.
Z. In case the employee fails to bring sweh an action
within ninety days, or where a city or a city under special
charter 1s sumek the third party, within thirty days after
written notice so to do given by the employer or the
employer's insurer, as the case may be, then the employer or
the insurer shaii-be is subrogated to the rights of the
employee to maintain the action against sueh the third party,
and may recover damages for the injury to the same extent that

the employee might.

3. In case of recovery under subsection I or 2, the court
shall enter judgment for distribution of the proceeds thereof
of the recovery as follows:

a. A sum sufficient to repay the employer for the amount
of compensation actually paid by the employer to that time.

b. A sum sufficient to pay tne employer the present worth,
computed at the interest rate provided 1n section 535.3 for
court judgments and decrees, of the future payments of
compensation for which the employer is liablie, but the sum is
not a final adjudication of the future payments which the
employee is entitled to receive and if the sum received by the
employer 1s 1in excess of the amount required to pay the
compensation, the excess shall be paid to the employee.

¢. The balance, if any, shall be paid over to the
employee.

3 4. Before a settlement shatri-beceme becomes effective
between an employee or an employer and suweh the third party
who 1s liable for the injury, it must be with the written
consent of the employee, in case the settlement is between the
employer or lnsurer and sueh the third person; ang the consent
of the employer or insurer, in case the settlement is between
the employee and sueh the third party; or on refusal of

consent, in either case, then upon the written approval of the
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industrial commissioner.

4 5. A written memorandum of any settlement, if made,
shail be filed by the employer or insurance carrier in the
otfice of the industrial commissioner.

5 6. For subrogation purposes hereunder under this
section, any payment made unte to an injured employee, the
employee's guardian, parent, next friend, or legal
representative, by or on behalf of any third party, or the
third party’s principal or agent liable for, connected with,
or involved in causing an injury to suen the employee shall be
considered as having been so paid as damages resulting from
and because =atd the injury was caused under circumstances
creating a legal liability against sa:d the third party,
whether such payment be-made is under a covenant not to sue,
compromise settlement, denial of liability, or otherwise,

& 7. When the state of Iowa has paid any compensation or
benefits under the provisions of this chapter, the word
"empioyer" as used in this section shati-mean means and
tnetude includes the state of Iowa.

Sec. 2. Section 85.61, subsection 11, unnumbered paragraph
3, Code 1993, 1is amended to read as follows:

"Worker" or “"employee" includes a basic emergency medical
care provider as defined in section 147.1, er an advanced
emergency medical care provide:r as defined in section 147A.1,

a volunteer ambulance driver, or an emergency medical

technician trainee, only if an agreement is reacnhed between

the-basre-or-advanced-emergency-redieat-care-provider such

worker or employee and the employer for whom the volunteer

services are provided that workers' compensation coverage
under chapters 85, 85A, and 85B is to be provided by the
employer. A basic or advanced emergency medical care provider
who is a worker or employee under this paragraph is not a

casual employee. "Volunteer ambulance driver" means a person

performing services as a volunteer ambulance driver at the

request of the person in charge of a fire department or

_3_
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ambulance service of a municipality. "Emergency medical

technician trainee"” means a person enrolled in and training

for emergency medical technician certification.
Sec. 3. NEW SECTION. 87.23A INSURANCE TRADE PRACTICES
COVERED.

A workers' compensation coverage plan regulated under this
chapter shall be considered a person for purposes of chapter
507B.

Sec. 4. Section 505.7, Code 1993, is amended by adding the
following new subsection:

NEW SUBSECTION. 7. The insurance division shall, by
January 15 of each year, prepare estimates of projected

receipts, refunds, and reimbursements to be generated by the
examinations function of the division during the calendar year
in which the report is due, and such receipts, refunds, and
reimbursements shall be treated in the same manner as
repayment receipts, as defined in section 8,2, subsection 8,
and shall be available to the division to pay the expenses of
the division's examination function.

Sec. 5. Section 507B.4, subsection 1, Code 1993, is
amended by adding the fcllowing new paragraph:

NEW PARAGRAPH. j. 1Is a misrepresentation, including any
intentional misgquote of premium rate, for the purpose of
inducing or tending to induce the purchase of an insurance
policy.

Sec. 6. Section 507C.3, Code 1993, is amended by adding
the following new subsection:

NEW SUBSECTION. 6. Prepaid health care delivery plans

which are requlated by the commissioner.

Sec. 7. Section 507C.14, subsection 3, Code 1993, is
amended by striking the subsection.

Sec. 8., Section 507C.26, Code 1993, is amended by adding
the following new subsection:

NEW SUBSECTION. 4. B person recelving property from an

insurer or any benefit from an insurer which is a fraudulent

...4_
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transfer under subsection 1 is personally liable for the
property or benefit and shall account to the liquidator.

Sec. 9. Section 507C.42, subsections 3 and 4, Ccde 1993,
are amended to read as follows:

3. CLASS 3. C(Claims under policies, including claims of
the federal or any state or local government, for losses
incurred, including third-party claims, claims against the
insurer for liabllity for bodily injury or for injury to or
destruction of tangible property which are not under pclicies,
and claims of a guaranty association or foreign guaranty
association. Claims under-nonassessabie-poiretes for unearned
premium. Claims under life insurance and annuity policies,
whether for death proceeds, annuity proceeds, or lnvestment
values shall be treated as loss claims. That portion of a
toss, indemnification for which is provided by other berefits
or advantages recovered by the claimant, shall nor be incluced
in this class, other than benefits or advantages recovered or
recoverable in discharge of famiiial obligations of support or
by way of succession at death or as proceeds of life
lnsurance, or as gratuities. A payment by an employer to an
employee 1s not a gratuity.

4. CLASS 4. Premium-refunds;-ctatms Claims of general
creditors, including c¢laims of ceding and assuming reinsurers
in their capacity as such, and subrogation claims.

Sec. 10. Section 509A.14, subsection 2, Code 1993, is
amended by striking the subsection.

Sec. 1l1. Section 509A.15, subsection 1, Code 1993, is
amended to read as follows:

1. Within ninety days following the end of a fiscal year,
the governing body of a self-insurance plan of a political
subdivision or a school corporation shall file with the
commissioner of insurance a certificate of compliance,

actuarial opinion, and an annual financial report. The

certrfrcate-of-compirance filing shall be accompanied by a
£+iing fee of one hundred dollars. A penalty of fifteen

..5..
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dollars per day shall be assessed for failure to comply with

the ninety-day filing reguirement, except that the

circumstances exist which justify the waiver. The certcificate

shalil be signed and dated by the appropriate public official
representing tne governing body, and shall certify the
following:

a. That the plan meets the requirements of this chapter
and tne applicable provisicns of the Iowa administrative code.

b. That an actuarial oplilnion has veen attached to the
certificate wnich attests to the adequacy of reserves, rates,
and financial condition cf the plan. Pre-actuarial-opinion
shatl-be-133ved-by-a-felloew-of-the-sectety-of -acsuartess The

actuarial opinion must include, but is not limited to, a brief

commentary about the adequacy of the reserves, rates, and tae

financial condition of the p.an, a test of the prior year

claim reserve, a brief description of how the reserves werea

calculated, and whether or not the plan is able to cover ali

reasonably anticipated expenses. The actuarial opinion shall

be prepared, signed, and dated by a person who is a member ot

the American academy of actuaries. If necessary, the actusry

should assist the public body in preparing the annual

financia: report. The annual financial report shali be in a

format as prescribed py the commissioner.

c. That a written complaint procedure has been
impiemented. The certificate shall also list the numoer of
compilaints filed by participants under the wrltten complaint
procedure, and the percentage of participants filling written
compliaints, in the prior fiscal year.

d. That the governing body has contracted or otherwise
arranged with a third-party-for-ptan-admintstration third-

party administrator who holds a current certificafe of

registration issued by the commissioner pursuant to section

510.21, or with a person not regquired to obtain the

certificate as an administrator as defined in section 510.11,

-6=
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subsection 1.
Sec. 1l2. NEW SECTION. 510.5A2 UNFAIR COMPETITION OR

UNFAIR AND DECEPTIVE ACTS OR PRACTICES PROHIBITED.
A managing general agent is subject to chapter 507B

relating to unfair insurance trade practices.

Sec. 13. NEW SECTION. 510.23 UNFAIR COMPETITION OR
UNFAIR AND DECEPTIVE ACTS OR PRACTICES PROHIBITED.

An administrator is subject to chapter S07B relating to

unfair insurance trade practices.
Sec. 14. NEW SECTION. 510A.6 PENALTIES.
1. If the commissioner believes that a controlling

producetr or any other person subject to this chapter has not
materially complied with this chapter, or any rule adopted or
order issued pursuant to this chapter, after notice and
opportunity to be heard, the commissicner may order the
controliing producer to cease placing business with the
controlled insurer. Additionally, 1if the commissioner finds
that because of such noncompliance the controlled insurer or
any policyholder of the controiled insurer has suffered arny
loss or damage, the commissionrer may maintain a civil action
or intervene in an action brought by or on behalf of the
insurer or policyholder for recovery of compensatory damages
for the benefit of the insurer or policyholder, or for other
appropriate relief.

2. If an order for liquidation or rehabilitation of the
controlled insurer has been entered pursuant to chapter 507C,
and the receiver appointed under that order believes that the
controlling producer or any other person has not materially
complied with this chapter, or any rule adopted or order

issued pursuant to thls chapter, and that the insurer suffered

any loss or damage as a result of the noncompliance, the

receiver may maintain a civil action for recovery of damages

or other appropriate sanctions for the benefit of the insurer.

3. This section shall not be construed to affect or limit

the right of the commissioner to impose any other penalties,

_7_
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as appropriate, which the commissioner is authorized to
impose.

4. This section shall not be construed to affect or limit
the rights of policyholders, claimants, creditors, or other
third parties.

Sec. 15. NEW SECTION, 5128.21A REQUIRED RESERVES.

A society shall have in cash, or in securities which are

authorized for investment purposes for insurance companies
pursuant to section 511.8, surplus in an amount not less than
five million dollars.

Sec. 16. NLW SECTION, 5i3A.7 UNFAIR COMPETITION OR
UNFAIR AND DECEPTIVE ACTS OR PRACTICES PROHIBITED.

A third-party payor of health care benefits is subject to

chapter 507B relating to unfair insuvance trade practices.
Sec. 17. Section 514B.32, Code 1993, is amended by adding
the following new subsection:
NEW SUBSECTION. 4. A health maintenance organization

authorized under this chapter shall be considered a person for
purposes of chapter 507B.

Sec. 18. Section 515.81A, Code 1993, is amended to read as
follows:

515.81A CANCELLATION OF COMMERCIAL LINES POLICIES OR
CONTRACLTS.

1. A commercial line policy or contract of insurance,
except a policy or contract for crop hall or multiperil crop
insurance, which has not been previously renewed may be
canceled by the insurer 1f it has been in effect for less than
sixty days at the time notice of cancellation is mailed or
delivered.

2. A commercial line policy or contract of 1insurance,
except a policy or contract for crop hall or multiperil cro
insurance, which has been renewed or which has been in effect
for more than sixty days shall not be canceled unless at least
one of the following conditions occurs:

a. Nonpayment of premium,



b. Misrepresentation or fraud made by or with the
knowiedge of the insured in obtaining the policy or contract,
when renewing the policy or contract, or in presenting a cla:ir
under the pollicy or contract.

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

d. Determination by the commissioner that the continuation
of the policy will jeopardize the insurer's solvency or will
constitute a violation of the law of this or any other state.

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

3. A commercial line policy or contract of ilnsurance,
except a policy or contract for crop hail or multiperil cro
insurance, may be canceled at any time if the insurer loses
reinsurance coverage which provides coverage to the insurer
for a significant portion of the underlying risk insured and
i1f the commissioner determines that cancellation because of
loss of reinsurance coverage is justified. 1In determining
whether a cancellation because of loss of relnsurance coverage
15 justified, the commissioner shall consider all of the
following factors:

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

b. The number of reinsurers 1n the market.

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

d. The attempt by the insurer to obtain alternate
reinsurance.

e. Any other factors deemed necessary by the commissioner.

4. A commercial line policy or contract of insurance,
except a policy or contract for crop hail or multiperil crop
insurance, shall not be canceled except by notice to the
insured as provided in this subsection. A notice of

cancellation shall inciude the reason for cancellation of the
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policy or contract. A notice of cancellation is not effective

unless mailed or delivered to the named insured and a loss
payee at least ten days prior to the effective date of
cancellation, or if the cancellaticon is because of logss of
reinsurance, at least thirty days prior to the effective date
of canceiliation. A post office department certificate of
mailing to the named insured at the address shown in the
policy or contract 1s proof of receipt of the mailing;
nowever, such a certificate of malling is not required 1if
cancellation is for nonpayment of premium.

Sec. 19. NEW SECTION. 515.130 REBATES PROHIBITED.

An insurance company or an employee of the insurance

company, Or an agent, shall not pay, allow, or give, or offer
to pay, allow, or give, directly or indirectly, as an
inducement to purchase or acquire insurance or after insurance
has been effected, any rebate, discount, abatement, credit, or
reduction of the premium ramed in a policy of insurance, or
any special favor or advantage in the dividends or other
benefits to accrue on the policy, or any valuable
consideraticn or inducement, not specified in the policy,
except to the extent provided for in an applicable filing. &n
insured named in a policy, or an employee of the insured,
shall not knowingly recelve or accept, directly or indirectly,
any rebate, discount, abatement, credit, or reduction of
premium, or any such special favor or advanrntage or valuable
consideration or inducement. ]

This secticn shall not be construed to prohibit the payment
of commissions or other compensation to duly licensed agents,
or to prohibit any insurer from allowing or returning to its
participating policyholders, members, or subscribers,
dividends, savings, or unabsorbed premium deposits. As used
in this section, "insurance" includes suretyship and "policy"
includes bond.

Sec. 20. Section 515.147, Code 1993, is amended to read as

follows:

-10-
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515.147 BUSINESS WITH NONADMITTED INSURERS.

This chapter does not prevent a licensed resident ot

nonresident agent of this state, qualified tc write excess and

surplus lines insurance, from procuring insurance in certain

nonadmitted insurers (f such insurance is restricted to the
type and kind of insurance authorized by this chapter,

excluding insurance authorized under section 515.48,

subsection 5, paragraph "a", and the agent makes ocath to the

commissioner of insurance in the form prescribed by the
commissioner that the agent has made diligent effort to place
the 1insurance in authorized insurers and has either exhausted
the capacity of all authorized insurers or has been unable to
obtain the desired insurance in insurers licensed to transact
busiress in this state. The procuring of a contract of
insurance 1n a nonadmitted insurer makes the insurer liable
for, and the agent shall pay, the taxes on the premiums as 1f
the insurer were duly authorized to transact business in the
state. A sworn report of all business transacted by agents of
this state in nonadmitted insurers shall be made to the
comuissioner of insurance on or before March 1 of each year
for the preceding calendar year, on the form required by the
commissioner of insurance. The report shall be accompanied by
a remittance to cover the taxes on the premiums. An agent who
makes the oath, pays the taxes on the premiums, and files the
report has not written such contracts of insurance unlawfully,
and is not personally liable for the contracts.

Sec. 21, Section 515A.4, Code 1993, is amended by adding
the following new subsection:

NEW SUBSECTION. 9. 1If a hearing 1s reguested pursuant to

section 515A.6, subsection 7, a filing shall not take effect
until thirty days after formal approval is given by the
commissioner.,

Sec. 22. Section 515A.16, Code 1993, is amended to read as
tollows:

515A.16 REBATES-PROHIBITEB PREMIUMS.

_ll_
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Ne An agent shall not knowingly charge, demand, or receive
a premium for any policy of insurance except in accordance
wlth the provisions of this chapter. ¥e-insurer-sr-a2mproyes
Rherenfs-and-ro-agerty-ahati-payr-atievs-~or-givey-er-offar-to
payi-atiovs-or-giver;-directliy-or-indrrectlyr-as-an-inducement
co-rmsurance-or-after-insurance-has-been-effected;-any-=ebates
drsecountr-abatrement;-credit-or-reductron-of-the-premius-named
tn-a-potirey-of-insvrancer-or-any-apeciar-favor-sr-advantage-in
the~-dividends-er-oeher-banefitcs~2o-geerge-taerenn; ~or-8nYy
vatraplie-¢onsideratron-or-inducement-whatevers-not-spectfred
tn-tne-potiey-of-irnsurancer-except-to-the-extent-provided-for
ta-an-appticabie-fitrrags--NHo-tnsured-named-in-a-poiiey-of
tnenrences;-nac-gay-employee-of-sucn-insared-cshatl-raowingiy
recerve-or-aceept;-drrectiy-or-rndirecttyry-any-such-rebates
diceaunty-abatensnt;-credre-or-reduction-of -premium;-or-any
agch-speeial -faver-or-advantage-or-vaiuabre-conaideratron-or
rnducements

Nothing-in-thig-sectron-shati-be-conatrued-as-prohrbreing
the-paynert-of-commssstons-or-other-compensation-to-duty
tteensed-agertas;-nor~as-prohtbittag-any-itnsurer-from-niiovwing
sr-returntng-to-its~participating-potieynoiders;-members-or
gubsertbers;-dividends;-savings-or-unakbserbed-premrum
deposttar--Aa-used-tn-this-sectron-the-vord-Yinsurance!
tneindes-suretyship-and-the-word-poticyl-tnetudes-bonds

Sec. 23. Section 515B.2, subsection 3, Code 1993, is
amended to read as follows:

3. a. M"Covered claim" means an unpaid claim, including
one for unearned premiums, which arises out of and is within
the coverage and is subject to the applicable limits of an
insurance policy to which this chapter applies issued by an
insurer, if such insurer becomes an insolvent insurer after
July 1, 1970, and one of the following conditions exists:

(1) The claimant or insured is a resident of this state at
the time of the insured event. Other than an individ the

aal,
residence of the claimant or insured is the state in which 1its

-12-~
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principal place of business is located.

(2) The claim is eme a first party claim by ar insured for
damage to property permanently located in this state.

b. "Covered claim" does not include any amount as foliows:

(1} That is due any reinsurer, insurer, insurance pool,
underwriting association, or other group assuming insurance
risks, as subrogation, contribution, or indemnity recoveries,
or otherwise.

(2) That constitutes the portion of a claim that is within
an insured's deductible or self-insured retention.

(3) That 1is a claim for unearned premium caiculated on a
retrospective basis, experience-rated plan, or premium subject
to adjustment after termination of the policy.

(4) That is due an attorney, adjuster, or witness as fees
for services rendered to the insolvent insurer.

(S5} That is a fine, penalty, interest, or punitive or
exemplary damages.

{6) That constitutes a claim under a policy issued by an
insolvent insurer with a deductibie or self-insured retention
of two hundred thousand deollars or more. However, such a
claim shall be considered a covered claim, 1f as of the
deadline set for the filing of claims against the 1nsolvent
insurer of its liquidator, the insured is a debtor under 11
U.S5.C. § 701 et seq.

(7) That would otherwise be a covered claim, but is an

obllgation to or on behalf of a person who has a net worth, on

the date of the occurrence giving rise to tne claim, greater

than that allowed by the guarantee fund law of the state of

residence of the claimant, and which state has denied coverage

to that claimant on that basis.

{8) That 1is an obligation owed to or on behalf of an

afflliate of, as defined in section S21A.1, an insolvent

insurer,
Notwithstanding the subparagraphs of this lettered
paragraph, a person 1is not prevented from presenting a

_13_




noncovered claim to the 1nsolvent insurer or its liguidator,

but the noncovered ciaim shall not be asserted against any
other person, including the person to whom benefits were paid
or the insured of the insolvent insurer, except to the extent
that the claim is ocutside the coverage of the policy issued by
the insolvent insurer.

Sec. 24. Section 515B.17, Code 19%3, is amended to read as
ftollows:

5158B.17 TIMELY FILING OF CLAIMS.

Notwithstanding any other provisicn of this chapter, a
covered claim shall not include any ¢laim filed with the
assocliation after the final date set by the court for the
filing of ciaims against the insolvent insurer or its
receiver. Hewever-the-gasoctration-may-vatve-the~cequirement
of-this-geetian-when-in-tce-diseretten-the-ctarmn-was-not
timely-presented-due-to-cireumstances-beyond-the-control-of
the-peraen-having-the~etatms

Sec. 25. Section 515C.7, Code 1993, is amended to read as
foliows:

$15C.7 RATE-MAKING PROVISIONS,

Mortgage guaranty insurance shall be subject to the
provisions of chapter 5%5A 515F, for the purposes of rate
making.

Sec. 26. Section 515E.10, Code 1993, is amended by adding
the following new unnumbered paragraph:

NEW UNNUMBERED PARAGRAPH. A risk retention group or

purchasing group operating under this chapter shall be
considered a perscn for purposes of chapter 507B.

Sec. 27. Section 5214.3, subsection 4, Code 1993, is
amended by adding the following new paragraph:

NEW PARAGRAPH. c¢. The commissioner may retain any

attorneys, actuaries, accountants, and other experts not
otherwise a part of the commissioner's staff as may be
reasonably necessary toc assist the commissioner in reviewing

the proposed merger or acquisition of control, the reasonable

_14—.
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cost of which shall be paid by the acquiring party.
Sec. 28. Section 521A.5, subsection 1, paragraph a,
subparagraph (5), Code 1993, is amended to read as follows:
(5) After any material transaction with an affiliate and
after any dividends or distributions to sharehclder

affiliates, the insurer's surplus as regards policyholders

shall be reasonable in relation to the insurer’'s ocutstanding
lrabi1iities and adequate %to its financial needs.

Sec. 29. Section 521A.5, subsection 1, paragraphs b and c,
Code 1993, are amended to read as follows:

b. A domestic insurer and a person in its holding compa:ny
system shall not enter into any of the following transactions
between each othe? involving amounts equal to or exceeding the
lesser of five three percent of the a nonlife insurer's
admitted assets or twenty-five percent of the surplus as

regards policyholders with respect to nonlife insurers, and

assets with respect to life insurers, each as of the next

preceding December 31, unless the domestic insurer notifies
the commissioner in writing of its intention to enter into the
transaction at least thirty days prior to entering into the
transaction or within a shorter time permitted by the
commissioner and the commissioner has not disapproved of the
transaction within the time period:

(1) Sales,.

{2} Purchases.

(3) Exchanges.

{4) Loans or extensions of credit.

(5} Guarantees,

(6) Investments.

{7) Loans or extensions of credit to a person who is not
an affiliate, 1if the domestic insurer makes the loans or
extensions of credit with the agreement or understanding that
the proceeds of the transactions, in whole or in substantial

part, are to be used to make loans or extensions of credit to,

_15_
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to purchase assets of, or to make investments in, an affiliate
of the domestic insurer making the loans or extensions of
credit.

c. A domestic insurer and a person in its holding company
system shall not enter into any of the following transactions,
unless the domestic insurer notifies the commissioner in
writing of its intention to enter into the transaction at
least thirty days prior to entering into the transaction or
within a shorter time permitted by the commissioner and the
commissioner has not disapproved of the transaction within the
time period:

(1} All reinsuyrance agreements whteh-tm-the-aggregate-wiil

r-may-requrre-as-constderavion-the-nec-transfer-of-assets-to
ar-by-the-domegshte-nsurer-tn-an-amount;-as-of-the-next

precedins-December-3ty-exceeding-twensry-£five-pereanc-of

nonaffiliate, if an agreement or understanding exists between

the insurer and nonaffiliate that any portion of such assets

will be transferred to one or more affiliates of the insurer.

{2; All management agreements, service contracts, and all

cther cost-sharing arrangements involving at ieast one-hal?f of

one percent of the insurer's surplus as of the next preceding

December 31.

{3) Any material transactions specified by rule which the
commissioner determines may adversely affect the interests of
the domestic insurer's policyholders.

Sec. 30, Section 521A.5, subsection 2, Code 1993, 1is
amended by adcding the following new paragraph:

NEW PARAGRAPH. k. The quality of the company's earnings

and the extent to which the reported earnings include

__16..
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extraordinary items,.
Sec. 31. Section 521A.5, subsection 3, Code 1993, is

amended by striking the subsection and inserting in lieu
thereof the following:

3., DIVIDENDS AND OTHER DISTRIBUTIONS.

a. A domestic insurer may declare and pay dividends to its
shareholders only from earned surplus.

For the purposes of this paragraph, "earned surplus" means
surplus as regards policyholders less paid-in and contvibuted
surplus, and may include a fair revaluation of assets by the
board of directors that 1s reasonable under the circumstances.
Assets revalued by the board of directors cannot be included
in earned surplus until thirty days after the commissloner has
received notice of the revaluation and has approved the
revaiuation. The commissioner shall approve or disapprove the
revaluation within thirty days after receiving notice of the
revaluation unless for good cause the commissioner extends the
approval period for an additional thirty days.

b. A domestic insurer shall not pay any extraordinary
dividend or make any other extraordinary distribution to its
shareholders until thirty days after the commissioner has
received notice of the declaration of the dividend or
distribution and has not disapproved such payment within the
period, or until the time the commissioner has approved the
payment within the thirty-day period.

For purposes of this paragraph, an "extraordinary dividend
or distribution"” includes any dividend or distribution of cash
or other property, whose fair market value together with that
of other dividends or distributions made within the preceding
twelve months exceeds the greater of the following:

{1) Ten percent of insurer's surplus as regards
policyholders as of the thirty-£first day of December nex:
preceding.

{2) The net gain from operations of the insurer, if the

insurer is a life insurer, or the net investment income, if

_17-
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the insurer is not a life insurer, for the twelve-mcnth period

ending the thirty-first day of December next preceding.

An extraordinary dividend or distribution does not include
pro rata distributions of any class of the insurer's own
securities,

c. A domestic insurer subject to registration under
section 521A.4 shall report to the commissioner all dividends
to shareholders within five business days following the
declaration of the dividends and not less than fourteen days
prior to the payment of the dividends. This report shall also
include a schedule setting forth all dividends or other
distributions made within the previous twelve months.

d. Notwithstanding any other provision of law, a domestic
insurer may declare an extraordinary dividend or distribution
which 1s conditional upon the commissioner's approval of the
dividend or distribution. Such declaration does not confer
any rights upon shareholders untll the commissioner has
approved the payment of the dividend or distribution or the
commissioner has not disapproved the payment within the
thirty-day period as provided in paragraph "b".

Sec. 32. Section 521A.7, Code 18993, is amended to read as
fallows:

521A.7 CONFIDENTIAL TREATMENT.

All information, documents and copies thereof obtained by
or disclosed to the commissicner or any other person in the
course of an examination or investigation made pursuant to
section S21A.6 and all 1nformation reported pursuant to
sectron sections 521A.4 and 521A.5, shall be given
confidential treatment and shall not be subject to subpoena
and shall not be made public by the commissioner or any other
person, except to lnsurance departments of other states,
without the prior written consent of the insurer to which 1t
pertains unless the commissioner, after giving the insurer and
its affiliates who would be affected thereby, notice and
opportunity to be heard, determines that the interests of

_18_
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policyholders, shareholders or the public will be served by
the publication thereof, in which event the commissioner may
publish all or any part thereof in such manner as the
commissioner may deem appropriate.

Sec. 33. Section 522.2, Code 1993, is amended to read as
follows:

522.2 TERM OF LICENSE.

A license is valid for ene-year three years.

Sec. 34. Section 714.8, Code 1993, is amended by adding
the folliowing new subsection:

NEW SUBSECTION. 15. a. Prepares, presents, prepares for

presentation, or causes to be prepared or presented, either of
the following:

(1) An oral statement containing false, incomplete, or
misleading information related to an application for the
Lssuance of any insurance policy or contract, or in connection
with or in support of a claim for payment or other benefit
provided pursuant to an insurance policy or contract.

(2) A written statement containing false, lncomplete, or
misleading information related to an application for the
issuance of any insurance policy or contract, or in connection
with or in support of a claim for payment cr other benefit
provided pursuant to an insurance policy or contract.

b. A person who cooperates or furnishes evidence regarding
suspected insurance fraud, or who complies with a court order
to furnish such evidence or to provide testimony 1s not
subject to a criminal proceeding or to a civil penalty with
respect to a fraudulent insurance act related to the evidence
or testimony provided by the person; civil liability for
litbel, slander, or other relevant tort action; or other civil
action. However, the immunity provided for in this section
shall not apply in a prosecution for perjury or lnsurance
fraud where the person acts with malice.

Sec. 35. 1990 Iowa Acts, chapter 1234, section 76, as

amended by 1991 Iowa Acts, chapter 213, section 35, and 1992

=19~




lowa Acts, chapter 1162, section 51, is repealed.
EXPLANATION

This bill amends or creates the following Code sections:

Section 85.22 is amended to allow an employer to be
indemnified to the extent of any paymeat made by the employer
on beralf of the employee from any amount paid In the future
to the employee from a liable third party.

Sectior 85.61 is amended to provide that a volunteer
ambulance driver or emergency medical technician trairee is

provided workers' compensation coverage when acting in that

capaclty.

Section 87.23A is created and provides that a workers'
compensation coverage plan is subiect to chapter 507B, which
reguiates insurance trade practices.

Section 505.7 is amended to require “he insurance division
to annually prepare estimates of projected receipts generated
Dy the examination function with such funds to be available to
pay examination expenses.

Section S07B.4, subsection 1, is amended to clarify that
any intentional misquote of premium rate for the purpose of
inducing or tending to induce the purchase of an insurance
volicy is an unfair or deceptive practice.

Sectlion 507C.3 is amended to add prepaid health care
delivery plans to the entities subject to the supervislion,
rehabllitation, and liquidation Act.

Section 507C.14 is amended to strike the authority of the
rehabilitator to appoint an advisory committee with respect to
the rehabilitation of an insurer if the renabilitator deems
necessary.

Section 507C.26 is amended to provide that a person
receiving property from an insurer subject to rehabiilitation
or liquidation pursuant to a fraudulent transfer is perscnally
liable for the property or benefit,

Section 507C.42 is amended to adjust the classes of claims
for purposes of the priority of distribution of property in an

_20_
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insurer's estate. .

Section 509A.14 is amended to eliminate the requirement
tha: at least once each twelve months, a governing body is to
obtain a certification from an outside consulting actuary tnat
the governing body's self-insurance plan for life, and
accident and health insurance is able to cover all reasonably
anticipated expenses.

Section 509A.15 is amended to provide that a governing body
of a seif-insurance plan is to file an actuarial opinion and

annual firancial report within 90 days of the end of the

fiscal year. A penalty of 15 dollars per day is to bpe
assessed for failure to comply witn the 90 day filing
requirement, unless waived by the commissioner.

Section 510.5A is created and provides that a managing
general agent is subject to chapter 507B relating to unfair
insurance trade practices.

Section 510.23 is created and provides that an
administrator is subject to chapter 507B relating to unfair .
insurance trade practices.

Section 510A.6 is created providing for penalties agalnsct
controlliing producers failing to comply with the provisions of
chapter 510A.

Section 512B.21A is created requiring a fraternal benefit
society to maintain surplus in an amount not less than 5
million dollars.

Section 513A.7 is created and provides that a third-party
payor unable to establish that the payor is subject to the
jurisdiction of another state agency or the federal
government, is subject to the jurisdiction of the insurance
division.

Section 514B.32 is amended to provide that a health
maintenance organization is subject to chapter 507B relating
to unfair insurance trade practices.

Section 515.81A, relating to cancellation of commercial .

lines policies, is amended to provide that multiperil

_21_




HOUSE FILE 495

g-3341 o
Amend House File 495 as foliows: . 5
1. Page 8, line 7, by inserting a-ter -ne worc
"society" the following: "incorporated on or after
July 1, 1993,". o . . .
5. 'Page é, iine 9, by striking the'f;gure 511.8
I i rting the following: "512B.21".
and inse ? By HALVORSON oI Ciayton
H-3341 FILED MARCH 17, 1993

Jhsley Glegha.  (PTH)

HOUSE FILE 495

H-3400
1 Amend House File 495 as follows: :
2 1. Page 1, lines 28 and 29, by striking the words
3 "or to the extent of any payment to be made in the
4 future,".

By McKINNEY of Dallas

B~3400 FILED MARCH 23, 1993

ALY Ovd) 3fafgs (PIm)

HOUSE FILE 495

H-3411
1 Amend House File 495, as follows:
2 1. Page I, by striking line 1, through page 3,
3 line 19,

H-3411 FIﬁﬁ? E¢§ﬁ§N23, 1993

H
3 2/.43 (,?97&/
HOUSE FILE 495

By RUNNING of Linn

H-3412
] Amend House File 495 as follows:

1. Page i, line 28, oy inserting after the word
“of" the following: "one-half of".

o By RUNNING of Zinn

B-3412 FILED MARCH 23, 1993

ot G Ord) fse/93 (RITO

HOUSE FILE 495
B-3414
Amend Eouse File 495 as follows:
1. Page 3, by inserzing after line 19, the
following:
"8. Notwithstanding any other provisicn of this
section, the employer for whom the compensation was
pald, or the employer's insurer whic¢ch paid the gé
compensation, shall nct oe :ndemnified out of the EE
recovery of any damages paid toc the employee related o
E:
=

to mecéical expenses unless such empicyee se.ected tihe
empioyee's own health care provider with respect o
the insuries suffered.”

F2

O 00 S VU w0

o=

By RUNNING o©f Linan

3/3//73 Cp.970)

H-3414 FILED MARCH 23, 1993
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JHCUSE CLIP SHEET MARCH 25, 1993 Page 4

HOUSE FILE 495
428

Amend House File 495 as follows:

1. Page 1, line 1, by striking the words and
figure "Code 1993, is™ and inserting the following:
"subsections 2 through 6, Code 1993, are”.

2. By striking page 1, iine 3, through page 2,
line 3.

X
2
3
4
5
6

H-3428 FILED MARCH 24, 1993

QW 3//93 (P770)

HOUSE FILE 495

By EALVORSON of Clayton
TYRRELL of Iowa

B-3447

1
2
3
4
5
6
7
8
9
0

Amend House File 495 as follows:

1. Page 3, by inserting after line 19 the
foliowing:

"Sec. __ . Section 85.27, Code 1993, is amended by
adding the following rew urnumberec paragraphs:

NEW UNNUMBERED PARAGRAPE. Debt collection, as
defined in section 537.7102, shall not be undertaken
by any health service provider rendering treatment to
an empioyee against the employee or tne employee's
dependents for the collection of charges in connection
with the treatment while a contested case proceeding,
for determination of liability is pending before thed
industrial commissioner relating to an injury alleged
14 to have given rise to the treatment, except that after
15 notification of the contested case proceeding the
16 health service provider rendering treatment to an
17 employee may send one itemized written bill to the
18 employee setting forth the amount of the charges in
19 connecticon with the treatment.

20 NEW UNNUM3ERED PARAGRAPH. When it is necessary for
21 an employee to leave work for which the employee is

22 being paild wages to receive services pursuant to this
23 section, the employee shall be compensated at the

24 employee's regu.ar rate for the time the employee is
25 required to leave work."

26 2. Bv renumbering as necessary.

By MCXINNEY of Dallas

B-3447 FILED MARCH 24, 1993

WITHZRAN
3.3/-93 (A gr2)




JEOUSE CLIP SHEET MARCH 25, 1993 Page

HOUSE FILE 495

H-3452

W00~ AW s s b b

Amend House File 495 as follows:

1. Page 3, by inserting after line 19, the
fcllowing:

"Sec. . Section 85.30, Code 1993, 1s amended by
adding the foliowing new uanumbered paragraph:

NEW UNNUMBERED PARAGRAPH. The employer shall pay
the reasonable charges of a person who provides
services or supplies pursuant to section 85.27 within
sixty days foiiowing a biiiing and anry interest or
service charges awfully imposed by the provicder :if
the charges are not paid when due. If a provider's
reasonable charges have been paid by the injured
emolovee, or a third party on the employee's behalf,
the employee shall be reimbursed by the employer
together with interest computed from the cate the
charges were paid."

2. 3y reanumbering as necessary.

By McKINNEY of Dallas

H-3452 FILED MARCH 24, 19893
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HOUSE FILE 495
454

Amend House File 495 as follows:

1. Page 3, by striking lines S through 15, and
inserting the following:

"5 6. FPor-subregetion-purpsses-hereundes;-any
payment-made-unto-an-sajureé-empteyee;-the-emproyeels

wardtany-parent;-next-frtend;-or-tegat
representative;-by-er-on-bekatf-of-any-third-pastyr-or
the-third-partyis-principat-or-agent-itabie-forys
connected-with;-or-invoived-tn-causing-an—tnjury-to
sueh-empioyee-3nati-pe-conatrdered-as-haviag-seen-so
patd-as—damagea-resuiting-from-and-becanse-aard-injury
was-caused-under-cireumstances-creating-a-tegat
tzabrirby-againat-said-chird-party;-whether-such
payment-se-made-under-g-covenant-not-to-3ue;
compromise-setstementy-dentat-of-ttabrizty-or
atherwises

a. Only payments for lost earnings or medical
expenses made to or directed by the employee, Dy or on
behalf{ of the third party, in resolution of the
emplicyee's cause of actlon ag&iast the third party,
constltute damages or settlement proceeds recelived py
the empioyee [or purposes of this section.

b. Upon receipt of a prior written notice {rom an
empiover claiming :incempification under this section,
employees shall in any settlement with a third party,
set forth in a written settiement document the amounk,
if any, of the settlement proceeds which represent
damages for lost earnings or medical expenses. The
employer shall be indemnified accordingly.

c. Upon petitions from an employer claiming
indemnification under this section, the trier-of-fact
in any third party proceeding shall separately set
forth in any judgment the amount of the judgment and
verdict which represents damage for lost earnings or
medical expenses. The employer shall be indemnified
accordingly.”

2. By renumbering as necessary.

By KREIMAN of Davis
RUNNING of Linn

H-3454 FILED MARCH 24, 1993

NMYHC! LM 3/3// (P

MARCH 25, 1993 Page 7




AOUSE CLIP SHEET MARCH 25, 1993 Page 6

HOUSE FILE 495
H-3453

Aamend House File 495 as folliows:

L. Page 3, by inserting after lire 19 the
folinowing:

"Sec. . Section 85.33, subsections 3 and 4,
Code 1993, are amended to read as follows:

3. If an employee is temporarily, partlally
disabled and the employer for whom the employee was
working at the time of injury offers to the employee
suitaple wor« consistent with the employee's
10 disability the employee shall accept the suitable
11 work, and be compensated with temporary partial
12 bernefits., If the empioyee refuses to accept the
13 suitable work with tne employer the employee shall not
14 be compensated with temporary partial, temporary
15 total, or healing period benefits during the period of
i6 the refusai. If suitable work is not offered by the
i7 former employer, and an employee wno 1s tenporari.y
18 partially cisabled performs work with a different
19 empioyer, the employee shail be compensated with
20 tempcrary part:al benefits.

21 4. 1If an employee 15 entitled to temporary partial

22 benefits under subsection 3 of this section, the

23 employer for whom the employee was working at the time

24 of Injury snhall pay to the employee weekly

25 compensation bernefits, as provided in section 85.32,

26 for and during the period of temporary part:ia:

27 disabillzy. The temporary partial benefit shall be

28 sixty-six and two-thirds percent of the difference

29 between the employee's week.y earnings at the time of

30 injury, computed in compliance with section 85.36, and

31 the employee's actual gross weekly income from

32 emplovment during the period cf temporary partcial

33 disability. If-at-the-time-sé-insury-an-efnpioyee-:x3

24 pard-en-tne-baurs-of-the-sutpot-of-the-employees-wieh

35 a-mintmum-guarantee-pursnant-te-a-writter-emptoyment

36 agreement;-the-minimum-guarantee-shaii-ne-used-as—cthe

37 empioyeetg-veekiy-earninga-at-the-time-of-tnsurys

38 However, the weekly compensation benefits shall not

39 exceed :tne payments to which the empiloyee would be

40 enct:itled under section 85.36 or section 85.37, or

41 under subsection I of this section.”

42 2. Renumber as necessary. oo
By McKINNEY of Dallas ’

L BRI e AR o IRYENRN RN N I Y

O

H-3453 FILZID MARCE 24, 1992

WITHDRAWN

3
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HQUSE FILE 495

B-3483

i Amend Zcuse Tlle 453 as I01:CWS:
2 1. Pace 1%, .ime 11, by sctrixinc the letter "a.”
3 5. Dace i3, Lire 14, Dy sirikinc the figure "{l;”
4 and ;"5e:£iﬁg she fgliowing:  "alt ) } )
3 3. Page 15, lire 19, py STriking ihé Iigure (2]
§ and inserting tne Ioilowing: "o."
T & Page .5, Ty Striiing iines 25 tnrocuch 33,

By MCKINNIY oI Sallas

WITHDRAWN
3.3/-93 F-""A)

HOUSE FILE 495

H-3484

FL O WO~ O LN b L RO

| -

20
21

Amend House Flle 4935 as follows:
1. Page 4, Dy 1nserting after line 3 the
following:
"Sec. . Section 86.13, unnumbered paragrapn 4,
Code 1993, is amended to read as folliows:
If a deiay in commencement oOr termination of weekliy
e uncer this chapter or chapter 85,

benefizs payabl
85A, or 335B, or ceiay or cenial of pavment of
ar

[

reascrab:e crarges from providers of services or
supplies pursuant to section 85.27, OCCUIS wWiinoutb
reasonable or propaodie cause Or excuse, the industrial

-
commissioner snhall award berefirs amounts in addicicn
0o those benefies amcunts payadble under this chapter
or chapter 85, 85A, cor 858, up to fifty percent of i
armount of penefits ¢or charges that were unreasonably
delayed, terminated, or denied. Any adgitiona:l
ancunt awarded uncer this section is due on the date
cf tne decisicn of the awa:zd and if nct paid when due

ey

incerest accrues at the rate provided in section

85.30." WITHDRAWN @970)
3-3/-93

2. Renumber as necessary.
By McKINNEY of Dallas

H-3484 TILZD MARCE 25, 1993

HOUSE FILE 495

H-3600

Q0 ~J MU S W

amend the amendment, H-3483, to House File 495 as
follows:

1. Page 1, by striking lines 2 through 7 and
inserting the followin

" . Page 19, lirne 24, by inserting after the
word "person” the following: ", when acting without

malice,".
2. Renumber as necessary.
By HALVORSON of Clayton

B-3600 FILEBED MARCH 31, 1993
ADCPTED
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BY COMMITTEE ON COMMERCE
{SUCCESSOR TO HSB 208)

{As Amended and Passed the House March 31, 1993)

\b) ¢
Q}v\ ﬁ/?a’/) //
Passed House, éate Uﬁ\;\\\_qa Passed Senatel, Date Y7/20/93
Vote: Ayes ‘?2 Nays 2 Vote: Ayes 5S¢ Nays O

Approved ‘QOLALE%- = 10151:5
A BILL FOR

An Act relating to regulation of insurance, including the
authority of the division to requlate certain policies and
contracts and the parties to such policies and contracts,
establishing fees, and providing a penalty.

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

House Amendments
Deleted Language gk

TLSB 1092HV 75
nj/cf/24
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Section 1. Section 85.22, subsections 2 through 6, Code .f
1993, are amended to read as follows:

2. In case the employee fails to bring suen an action

within ninety days, or where a city or a city under special
¢harter is suweh the third party, within thirty days after
written notice so to do given by the employer or the
employer's insurer, as the case may be, then the employer or
the insurer shaiti-be is subrogated to the rights of the
employee to maintain the action against sueh the third party,
and may recover damages for the injury to the same extent that
the employee might.

3. In case of recovery under subsection 1 or 2, the court

shall enter judgment for distribution of the proceeds thereeof
of the recovery as follows:

a. A sum sufficient to repay the employer for the amount
of compensation actually paid by the employer to that time.

b. A sum sufficient to pay the employer the present worth,

computed at the interest rate provided in section 535.3 for
court judgments and decrees, of the future payments of
compensation for which the employer is liable, but the sum is
not a final adjudication of the future payments which the
employee is entitled to receive and if the sum received by the
employer is in excegss of the amount required to pay the
compensation, the excess shall be paid to the employee.

¢. The balance, 1f any, shall be paid over to the
employee.

3 4, Before a settlement shaiti-meeome becomes effective
between an employee or an employer and sueh the third party
who 1s liable for the injury, it must be with the written
consent of the employee, in case the settlement is between the
employer or insurer and sueh the third person; and the consent
of the employer or insurer, in case the settlement is between
the employee and sueh the third party; or on refusal of
consent, 1ln either case, then upon the written approval of the .

industrial commissioner.




4 5. A written memorandum of any settlement, if made,
shall be filed by the employer or insurance carrier in the
office of the industrial commissioner.

5 6. For subrogation purposes hereunder under this

section, any payment made unte to an injured employee, the

employee's guardian, parent, next friend, or legal
representative, by or on behalf of any third party, or the
third party's principal or agent liable for, connected with,
or Lnvolved in causing an injury to sueh the employee shall be
considered as having been so paid as damages resulting from
and because said the injury was caused under circumstances
creating a legal liability against =atd the third party,
whether such payment pe-made is under a covenant not to sue,
compromise settiement, denial of liability, or otherwise.

&€ 7. When the state of Iowa has paid any compensation or
benefits under the provisions of this chapter, the word
"employer" as used in this section shati-mean means and
tnetude includes the state of Iowa.

Sec. 2. Section 85.61, subsection 11, unnumbered paragraph
3, Code 1993, is amended to read as follows:

"Worker" or "employee" includes a basic emergency medical
care provider as defined in section 147.1, or an advanced
emergency medical care provider as defined in section 147A.1,
a volunteer ambulance driver, or an emergency medical

technician trainee, only if an agreement is reached between

the-basie-or-advanced-emergeney-medicat-eare-provider such
worker or employee and the employer for whom the volunteer
services are provided that workers' compensation coverage
under chapters 85, 85A, and 85B is to be provided by the
employer. A basic or advanced emergency medical care provider

who 1is a worker or employee under this paragraph is not a
casual employee. "Volunteer ambulance driver" means a person

performing services as a volunteer ambulance driver at the

request of the person in charge of a fire department or

ambulance service of a municipality. "Emergency medical
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technician trainee" means a person enroiled in _and training

for emergency medical technician certification.

Sec. 3. NEW SECTION. 87.23A INSURANCE TRADE PRACTICES
COVERED.

A workers' compensatlon coverage plan regulated uncer this

chapter shall be considered a person for purpcses of chapter
507B.

Sec. 4. Section 505.7, Code 1993, is amended by adding the
fecllowing new subsection:

NEW SUBSECTION. 7. The insurance division shall, by
January 15 of each year, prepare estimates of projected

receipts, refunds, and reimbursements to be generated by the
examinations function of the division during the calendar year
in which the report is due, and such receipts, refunds, and
reimbursements shall be treated in the same manner as
repayment receipts, as defined in section 8.2, subsection 8,
and shall be available to the division to pay the expenses of
the division's examination function.

Sec. 5. Section 507B.4, subsection 1, Code 1993, 1is
amended by adding the following new paragraph:

NEW PARAGRAPH. j. Is a misrepresentation, including any

intentional misquote of premium rate, for the purpcocse of
inducing or tending to incduce the purchase of an insurance
policy.

Sec. 6. Section 507C.3, Code 1993, is amended by adding
the following new subsection:

NEW SUBSECTION. 6. Prepaid health care delivery plans
which are regulated by the commissioner.

Sec. 7. Section 507C.14, subsection 3, Code 1893, is
amended by striking the subsection.

Sec. 8. Section 507C.26, Code 1993, is amended by adding

the following new subsection:
NEW SUBSECTION. 4. A person receiving property from an

insurer or any benefit from an insurer which is a fraudulent

transfer under subsection 1 is personally liable for the

-3-
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property or benefit and shall account to the liquidator.

Sec. 9, Section 507C.42, subsections 3 and 4, Code 1993,
are amended to read as follows:

3. CLASS 3. Claims under policies, including claims of
the federal or any state or local government, for losses
incurred, including third-party claims, claims against the
insurer for liablility for bodily injury or for injury to or
destruction of tangible property which are not under policies,
and claims of a guaranty association or foreign guaranty
assoctiation. Claims under-nonasseasabie-petietes for unearned
premium, Claims under life insurance and annuity policies,
whether for death proceeds, annuity proceeds, or investment
values shall be treated as loss claims. That portion of a

loss, indemnification for which 1is provided by other benefits

or advantages recovered by the claimant, shall not be incliuded

in this c¢lass, other than benefits or advantages recovered or
recoverable in discharge of familial obligations of support or
by way of succession at death or as proceeds of life
insurance, or as gratuities. A payment by an employer to an
employee 1is not a gratuity.

4. CLASS 4. Premrum-refunds;-ctarms Claims of general
creditors, including claims of ceding and assuming reinsurers
in their capacity as such, and subrogation claims.

Sec. 10. Section 509A.14, subsection 2, Code 1993, is
amended by striking the subsection.

Sec. 11. Section 509A.15, subsection 1, Code 1993, 1is
amended to read as follows:

1., Within ninety days following the end of a fiscal vear,
the governing body of a self~insurance plan of a political
subdivision or a schocl corporation shall file with the
commissioner of insurance a certificate of compliance,

actuarial opinion, and an annual financial report. The

certtfireate-of-compizance fiiing shall be accompanied by a
£rtrng fee of one hundred dollars. A penalty of fifteen
dollars per day shall be assessed for failure to comply with

-4-
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the ninety-day f£iling requirement, except that the

commissioner may walve the penalty upon a showing that special

circumstances exist which justify the waiver. The certificate
shall be signed and dated by the appropriate public official
representing the governing body, and shall certify the

following:
a. That the plan meets the requirements of this chapter
and the applicable provisions of the Iowa administrative code.
b. That an actuarial opinion has been attached to the
certificate which attests to the adequacy of reserves, rates,
and financial condition of the plan. %fhe-actuarial-opzaron
ahatr-be-t3sued-by-a-fetitow-of-the-sccrety-of-actuartess The

actuarial opinion must include, but is not limiteé to, a brief

commentary about the adequacy of the reserves, rates, and the

financial condition of the plan, a test of the prior vyear

claim reserve, d brief description of how the reserves were

calculated, and whether or not the plan is able to cover all

reasonably anticipated expenses. The actuarial opinion shall

be prepared, signed, and dated by a person who is a member of
the American academy of actuaries. If necessary, the actuary

should assist the public body in preparing the annual

financial report. The annual {inancial report shall be in a

format as prescribed by the commissioner.

¢. That a written complaint procecdure has peern
implemented. The certificate shall also list the numper of
complaints filed by participants under the written compiairnt
procedure, and the percentage of participants filing written
complaints, in the prior fiscal yvear.

d. That the governing body has contracted or otherwise
arranged with a third-parey-fer-pitan-administratron third-

party administrator who holds a current certificate of

registration issued by the commissioner pursuant o section

510,21, or with a person rot required to obtain the

~

certificate as an administrator as defined in section 510.11,

subsection 1.
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Sec. 12. NEW SECTION. 510.5A UNFAIR COMPETITION OR
UNFAIR AND DECEPTIVE ACTS OR PRACTICES PROHIBITED.
A managing general agent is subject to chapter 507B

relating to unfair insurance trade practices.

Sec. 13. NEW SECTION. 510.23 UNFAIR COMPETITION OR
UNFAIR AND DECEPTIVE ACTS OR PRACTICES PROHIBITED.

An administrator 1s subject to chapter 507B relating to

unfair insurance trade practices.
Sec. 14. NEW SECTION. S10A.6 PENALTIES.
1. If the commissioner believes that a controlling

producer or any other person subject to this chapter has not
materially complied with this chapter, or any rule adopted or
order issued pursuant to this chapter, after notice and
cpportunity to be heard, the commissioner may order the
controlling producer to cease placing business with the
controlled insurer. Additionally, if the commissioner finds
that because of such noncompliance the controlled insurer or
any policyholder of the controlled insurer has suffered any
loss or-damage, the commissioner may maintain a civil action
or intervene in an action brought by or on behalf of the
insurer or policyholder for recovery of compensatory damages
for the benefit of the insurer or policyholder, or for other
appropriate relief.

2. If an order for liquidation or rehabilitation of the
controlled insurer has been entered pursuant to chapter 507C,
and the receiver appointed under that order believes that the
controlling producer or any other person has not materially
complied with this chapter, or any rule adopted or order
issued pursuant to this chapter, and that the insurer suffered
any loss or damage as a result of the noncompliance, the
receiver may maintain a civil action for recovery of damages
or other appropriate sanctions for the benefit of the insurer.

3. This section shall not be construed to affect or Limit
the right of the commissioner to impose any other penalties,
as appropriate, which the commissioner is authorized to

-f6-
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impose.

4. This section shall not be construed to affect or limit
the rights of policyholders, claimants, creditors, or other
third parties.

Sec. 15. NEW SECTION. 512B.212 REQUIRED RESERVES.

A society incorporated on or after July 1, 1993, shail have

in cash, or in securitles which are authorized for investment

purposes for insurance companies pursuant to section 512B.21,

surplus in an amount not less than five million dollars.
Sec. 16. NEW SECTION. 513A.7 UNFAIR COMPETITION OR
UNFAIR AND DECEPTIVE ACTS OR PRACTICES PROHIBITED.
A third-party payor of heaith care benefits is subject to

chapter 507B relating to unfair insurance trade practices.
Sec. 17. Section 514B.32, Code 1993, is amended by adding
the following new subsection:
NEW SUBSECTION. 4. A health maintenance organization
authorized under this chapter shall be considered a person for

purposes of chapter 507B.

Sec. 18. Section 515.81A, Code 1993, is amended to read as
follows:

515.81A CANCELLATION OF COMMERCIAL LINES POLICIES OR
CONTRACTS.

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

2. A commercial line policy or contract of 1lnsurance,
except a policy or contract for crop hail or multiperil crop
insurance, which has been renewed or which has been in effect
for more than sixty days shall not be canceled unless at least
one of the following conditions cccurs:

a. Nonpayment of premium.

b. Misrepresentation or fraud made by or with the

-7~
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knowledge of the insured in obtaining the policy or contract,
when renewing the policy or contract, or in presenting a claim
under the policy or contract.

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

d. Determination by the commissioner that the continuat:ion
of the policy will jeopardize the insurer's solvency or will
constitute a viclation of the law of this or any other state.

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

3. A commercial line policy or contract of insurance,
except a policy or contract for crop hail or multiperil ¢rop
insurance, may be canceled at any time if the insurer loses
reinsurance c¢overage which provides coverage to the insurer
for a significant portion of the underlying risk insured and
if the commissioner determines that cancellation because of
loss of reinsurance coverage is justified. 1In determining
whether a cancellation because of loss of reinsurance coverage
is justified, the commissioner shall consider all of the
following factors:

a. The volatility of the premiums charged for reilnsurance
in the market.

b. The number of reinsurers in the market.

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

d. The attempt by the insurer to obtain alternate
reinsurance.

e. Any other factors deemed necessary by the commissioner.

4. A commercial line policy or contract of insurance,
except a policy or contract for crop hail or multiperil crop
insurance, shall not be canceled except by notice to the
insured as provided in this subsection. A notice of
cancellation shall include the reason for cancellation of the
policy or contract. A notice of cancellation is not effective

-8
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unless mailed or delivered to the named insured and a loss
payee at least ten days prior to the effective date of
cancellation, or if the cancellation is because of loss of
reinsurance, at least thirty days prior to the effective date
of cancellation. A post office department certificate of
nailing to the named insured at the address shown in the
policy or contract is proof of receipt of the mailing;
however, such a certificate of mailing is not required if
cancellation is for nonpayment of premium.

Sec. 19. NEW SECTION. 515.130 REBATES PROHIBITED.

An insurance company or an employee of the insurance

company, or an agent, shall not pay, allow, or give, or offer
to pay, allow, or give, directly or indirectly, as an
inducement to purchase or acquire insurance or after insurance
has been effected, any rebate, discount, abatement, credit, or
reduction of the premium named in a policy of lnsurance, or
any special favor or advantage in the dividends or other
benefits to accrue on the policy, or any valuable
consideration or inducement, not specified in the policy,
except to the extent provided for in an applicable filing. An
insured named in a poiicy, or an employee of the insured,
shall not knowingly receive or accept, directly or indirectly,
any rebate, discount, abatement, credit, or reduction of
premium, or any such special favor or advantage or vaiuable
consideration or inducement.

This section shall not be construed to prohlbilt the payment
of commissions or other compensation to duly licensed agents,
or to prohibit any insurer from allowing or returning to iis
participating policyholders, members, or subscribers,
dividends, savings, or unabsorbed premium deposits. As used
in this section, "insurance" includes suretyship and "policy"
includes bond.

Sec. 20. Section 515.147, Code 1993, is amended to read as
foliows:

515.147 BUSINESS WITH NONADMITTED INSURERS.

-g-
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This chapter does not prevent a licensed resident or
nonresident agent of this state, qualified to write excess and

surplus lines insurance, from procuring insurance in certain

nonadmitted insurers if such insurance is restricted to the
type and kind of insurance authorized by this chapter,

excluding insurance authorized under section 515.48,

subsection 5, paragraph "a", and the agent makes oath to the

commissioner of insurance in the form prescribed by the
commissioner that the agent has made diligent effort to place
the insurance in authorized insurers and has either exhausted
the capacity of all authorized insurers or has been unable to
obtain the desired insurance in insurers licensed to transact
business in this state. The procuring of a contract of
insurance in a nonadmitted insurer makes the insurer liable
for, and the agent shall pay, the taxes on the premiums as 1f
the insurer were duly authorized to transact business in the
state. A sworn report of all business transacted by agents of
this state in nonadmitted insurers shall be made to the
commissioner of insurance on or before March 1 of each year
for the preceding calendar year, on the form required by the
commissioner of insurance. The report shall be accompanied by
a remittance to cover the taxes on the premiums. An agent who
makes the oath, pays the taxes on the premiums, and files the
report has not written such contracts of insurance unlawfully,
and is not personally liable for the contracts. '

Sec. 2i. Section 515A.4, Code 1993, is amended by adding
the following new subsection:

NEW SUBSECTION. 9. If a hearing is requested pursuant to
section S15A.6, subsection 7, a filing shall not take effect

until thirty days after formal approval is given by the

commissioner.
Sec. 22. Section SiSA.16, Code 1993, is amended to read as

follows:
515A.16 REBAPES-PROHIBIPEP PREMIUMS.

Ne An agent shall not knowingly charge, demand, or receive

-10_
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a premium for any policy of insurance except 1rn accordance
with the provisions of this chapter. Ne-insuwer-or-empioyee
therecf;-and-no-agents-shatri-pay;-attew;-or-gitves-or-offer-to
payr-atitews-or-giver;-directiy-or-tnditrectiyr-as-an-inducenent
to-tnaurance-eor-after-insurance-nas-been-effected;-any-rebate;
discountr-abatementy;-eredit-or-rednetion-of-the-premium-named
tn-a-poitecy-of-insurancer-or-any-specrat-favor-or-advantage-zn
the-dividends-or-other-benefita-to-accrue-thereen;-or-any
varuable-consrderation-or-rnducement-whatever;-nokt-apectfied
tn-the-potrey-of-tnsurancer-execept-to-the-extent-provided-for
in-an-apptieapbte-£fitrngr--Ne-itnaured-named-in-a-peticy-of
rmsuranee;-nor-any-empltoyee-of-suen-insured-shati-knowingiy
recerve-or-acceper-directiy-or-indtrectiy;-any-such-rebates
drscountry-abatementy-eredit-or-reduction-of~premtum;-or-any
such-specrat-favor-or-advantage-or-vatuabie-consideration-or
rnducement s

Nothing-+n—-this-seerten-shail-be-canstrued-as-nrohibiting
the-payment-of —commrestons-or-sther-compensatien-to-duly
treensed-agentsr-nor-as-prohibiting-any-insurer—-from-atteoning
oer-returning-to-ita-partreipating-porreynotders;-members-or
aubseribera;-dividendar-savinga-or-unabsorbed-premium
depogitar--As-used-tn-this-section-the~-word-Lrnanrancel
rnetndes-suretyshrp-and-the-vord-4petreyi-tnetudea-bond~s

Sec. 23. Sectilon 515B.2, subsection 3, Code 1993, 1is
amended to read as follows:

3. a. "Covered claim” means an unpaid claim, including
one for unearned premiums, which arises out of and is within
the coverage and is subject to the applicable iimits of an
insurance policy to which this chapter applies issued by an
insurer, if such insurer becomes an insclvent insurer after
July 1, 1970, and one of the folilowing conditions exists:

(1) The claimant or insured is a resident c¢f this state at
the time of the insured event., Other than an individual, the
residence of the claimant or insured is the state in which its

principal place of business is located.

-.ll_




W NN s W o

11
12
3
14

4
Fy

-
-

17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

{2) The claim is eme a first party claim by an insured for

damage to property permanently located in this state.

b. "Covered claim" does not include any amount as follows:

(1) That is due any reinsurer, insurer, insurance pool,
underwriting association, or other group assuming insurance
risks, as subrogation, contribution, or indemnity recoveries,
or otherwise,

(2) That constitutes the portion of a c¢laim that is within
an insured's deductible or self-insured retention.

{3) That is a claim for unearned premium calculated on a
retrospective basis, experience-rated plan, or premium subject
to adjustment after termination of the policy.

(4) That is due an attorney, adiuster,.or witness as fees
for services rendered to the insolvent insurer.

{5) That is a fine, penalty, interest, or punitive or
exemplary damages.

{6) That constitutes a claim under a policy issued by an
insolvent insurer with a deductible or self-insured retention
of two hundred thousand dollars or more. However, such a
claim shall be considered a covered claim, if as of the
deadline set for the filing of claims against the insolvent
insurer of its liquidator, the insured is a debtor under 11
U.s.C. § 701 et seq.

{7) That would otherwise be a covered claim, but is an

obligation to or on behalf of a person who has a net worth, on

the date of the occurrence giving rise to the c¢laim, greater
than that allowed by the guarantee fund law of the state of
residence of the claimant, and which state has denied ccoverage

to that claimant on that basis.
{8) That is an cbligation owed to or on behalf of an

affiliate of, as defined in section S521A.1, an insolvent

insurer.

Notwithstanding the subparagraphs of this lettered
paragraph, a person is not prevented from presenting a
noncovered claim to the insolvent insurer or its liquidator,
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but the noncovered claim shall not be asserted against any
other person, including the person to whom benefits were paid
or the insured of the insclvent ilnsurer, except to the extent
that the claim is outside the coverage of the policy issued by
the insolvent insurer.

Sec. 24. Section 515B.17, Code 1993, is amended to read as
follows:

515B.17 TIMELY FILING OF CLAIMS.

Notwithstanding any other provision of this chapter, a
covered claim shall not include any claim filed with the
association after the final date set by the court for the
filing of claims against the insolvent insurer or its
receiver. Hewever-the-asscetation-may-watve-the-reguiremens
ef-thts-section-when-in-tts-discretton-the-ciaim-vas-not
timety-presented-due-to-circumstances-beyond-the-controt-of
the-person-having-the-ciams

Sec. 25. Section 515C.7, Code 1993, is amended to read as
follows:

515C.7 RATE-MARKING PROVISIONS.

Mortgage guaranty insurance shall be subject to the
provisions of chapter 5%5A 515F, for the purposes of rate
making.

Sec. 26. Section 515E.10, Code 1993, is amended by adding
the following new unnumbered paragraph:

NEW UNNUMBERED PARAGRAPH. A risk retention group or

purchasing group operating under this chapter shall be
considered a person for purposes of chapter 5073.

Sec. 27. Section 521A.3, subsection 4, Code 1993, 1is
amended by adding the following new paragraph:

NEW PARAGRAPH. c¢. The commissioner may retain any

attorneys, actuaries, accountants, and other experts not
otherwise a part of the commissioner's staff as may be
reasonably necessary to assist the commissioner in reviewing
the proposed merger or acquisition of control, the reasonable

cost of which shall be paid by the acquiring party.

_13...
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Sec. 28. Section 521A.5, subsection 1, paragraph a,
subparagrapnh (5), Code 1993, is amended to read as follows:
(5) After any material transaction with an affiliate and

after any dividends or distributions to shareholder
affiliates, the insurer's surplus as regards policyholders
shall be reasonable in relation to the insurer's outstanding
liabilities and adequate to its financial needs.

Sec. 29. Section S21A.5, subsection 1, paragraphs b and c,
Code 1993, are amended to read as follows:

b. A domestic insurer and a person in its holding company
system shall not enter into any of the following transactions
between each other involving amounts equal to or exceeding the
lesser of £ive three percent of the a nonlife insurer's
admitted assets or twenty-five percent of the surplus as
regards policyhoiders with respect to nonlife insurers, and

equal to or exceeding three percent of the insurer's admitted

assets with respect to life insurers, each as of the next
preceding December 31, unless the domestic insurer notifies

the commissioner in writing of its intention to enter into the
transaction at least thirty days prior to entering into the
transaction or within a shorter time permitted by the
commissioner and the commissioner has not disapproved of the
transaction within the time period:

. (1) Sales.

(2) Purchases.

{3) Exchanges.

(4) Loans or extensions of credit.

(5) Guarantees. : \

{6) Investments.

{(7) Loans or extensions of credit to a person who is not
an affiliate, 1f the domestic insurer makes the loans or
extensions of credit with the agreement or understanding that
the proceeds of the transactions, in whole or in substantial
part, are to pe used to make loans or extensions of credit to,

to purchase assets of, or to make investments in, an affi:iate

_14_
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of the domestic insurer making the locans or extensions of
credit.

c. A domestic insurer and a person in its holding company
system shall not enter into any of the following transactions,
unless the domestic insurer notifies the commissioner in
writing of its intention to enter into the transaction at
least thirty days prior to entering into the transaction or
within a shorter time permitted by the commissioner and the
commissioner has not disapproved of the transaction within the
time period:

(1) All rzeinsurance agreements whteh-in-the-aggregate-wii?
er-may-regquire-as-consrderation-the-net-cransfer-of-assetra-te
or-by-the-domestie-insurer-in-an-amount;-as-of-the-next
preceding-Becember-3i;-exceeding-tventy-£five-percenc-of

geatutery-surptus or modifications to such agreements in which

the reinsurance premium or & change in the insurer's

liabilities equals or exceeds five percent of the insurer's
surplus as regards peolicyholders, as of the next preceding
December 31, including those agreements which may reguire as
consideration the transfer of assets from an insurer to a

nonaffiliate, if an agreement or understanding exists between

the insurer and nonaffiliate that any portion of such assets

wiil be transferred to one or nmeore affiliates of the insurer.

{2) All management agreements, service contracts, and ali

other cost-sharing arrangements involving at least one-half of

one percent of the insurer's surpius as of the next preceding

December 31,
{3) Any material transactions specified by rule which the

commissioner determines may adversely affect the interests of
the domestic insurer's policyholders.

Sec. 30. Section S21A.5, subsection 2, Code 1993, is
amended by adding the following new paragraph:

NEW PARAGRAPH. k. The quallty of the company's earnings

and the extent to which the reported earnings include

extraordinary items.

"




(oo B N e T e N S

W W W W W RN N RN R R N R b b b e e b b s pa pa
L O I e o I o 1 B ¥ 3 B e TV N I = T Vo Te < TR BY's JSR'S , T S ) S O S PR S Y

Sec. 31. Section 521A.5, subsection 3, Code 1993, is
amended by striking the subsection and inserting in lieu
thereof the following:

3. DIVIDENDS AND OTHER DISTRIBUTIONS.

a. A domestic insurer may declare and pay dividends to its

shareholders only from earned surplus.

For the purposes of this paragraph, "earned surplus" means
surplus as regards policyholders less paid-in and contributed
surplus, and may include a fair revaluation of assets by the
board of directors that is reasonable under the circumstances.
Assets revalued by the board of directors cannot be included
in earned surplus until thirty days after the commissioner nas
recelved notice of the revaluation and has approved the
revaluation. The commissicner shall approve or disapprove the
revaluation within thirty days after receiving notice of the
revaluation unless for good cause the commissioner extends the
approval period for an additicnal thirty days.

b. A domestic insurer shall not pay any extraordinary
dividend or make any other extraordinary distribution to its
shareholders until thirty days after the commissioner has
received notice of the declaration of the dividend or
distribution and has not disapproved such payment within the
period, or until the time the commissioner has approved the
payment within the thirty-day period.

For purposes of this paragraph, an "extraordinary dividend
or distribution" includes any dividend or distribution of cash
or other property, whose fair market value together with that

f other dividends or distributions made within the preceding
twelve months exceeds the greater of the following:

{1) Ten percent of insurer's surplus as regards
policyholders as of the thirty-first day of December next
preceding.

(2) The net gain from operations of the insurer, if the
insurer 1s a life insurer, or the net investment income, if

the insurer is not a life insurer, for the twelve-month period

_16_
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ending the thirty-first day of December next preceding.

An extraordinary dividend or distribution does not include
pro rata distributions of any class of the insurer's own
securities.

¢. A domestic insurer subject to registration under
section 521A.4 shall report to the commissioner all dividends
to shareholders within five business days following the
declaration of the dividends and not less than fourteen days
prior to the payment of the dividends. This report shall also
include a schedule setting forth all dividends or other
distributions made within the previous twelve months.

d. Notwithstanding any other provision of law, a domestic
insurer may declare an extraordinary dividend or distribution
which is conditional upon the commissioner's approval of the
dividend or distribution. Such declaration does not confer
any rights upon sharehoiders until the commissioner has
approved the payment of the dividend or distribution or the
commissioner has not disapproved the payment within the
thirty-day period as provided in paragraph "b".

Sec. 32. Sectlon 521A.7, Code 1993, is amended to read as
follows:

521A.7 CONFIDENTIAL TREATMENT.

All information, documents and copies thereof obtained by
or disclosed to the commissioner or any other person in the
course of an examination or investigatlion made pursuant to
section 521A.6 and all information reported pursuant o
seetion sections S521A.4 and 521A.5, shall be given
confidential treatment and shall not be subiect to subpoena

and shall not be made public by the commissioner or any other
person, except to insurance departments of other states,
without the prior written consent of the insurer to which it
pertains unless the commissicner, after giving the insurer and
its affiliates who would be affected thereby, notice and
opportunity to be heard, determines that the interests of
policyholders, shareholders or the public will be served by

_17..
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the publication thereof, in which event the commissioner may
pubiish all or any part thereof in such manner as the
commissioner may deem appropriate.

Sec. 33. Section 522.2, Code 1993, is amended to read as
follows:

522.2 TERM OF LICENSE.

A license is valid for one-year three years.

Sec. 34. Section 714.8, Code 1993, is amended by adding

the following new subsection:
NEW SUBSECTION. 15. a. Prepares, presents, prepares for

presentation, or causes to be prepared or presented, either of

the following:

{1) An oral statement containing false, incomplete, or
misieading information related to an application for the
issuance of any insurance policy or contract, or in connection
with or in support of a claim for payment or other benefit
provided pursuant to an insurance policy or contract.

{2) A written statement containing false, incomplete, or
misleading information related to an application for the
issuance of any 1insurance policy or contract, or in connection
with or in support of a claim for payment or other benefit
provided pursuant to an insurance policy or contract.

b. A person whc cooperates or furnishes evidence regarding
suspected insurance fraud, or who complies with a court order
to furnish such evidence or to provide testimony is not
subject to a criminal proceeding or to a civil penalty with
respect to a fraudulent insurance act related to the evidence
or testimony provided by the person; civil liability for
libel, slander, or other relevant tort action; or other civil
action. However, the immunity provided for in this section
shall not apply in a prosecution for perjury or insurance
fraud where the person acts with malice,

Sec. 35. 1990 Iowa Acts, chapter 1234, section 76, as
amended by 1991 Iowa Acts, chapter 213, section 35, and 1992
Iowa Acts, chapter 1162, section 51, 1$ repealed.

HF 495
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HOUSE FILE 495
§-~3433

amend House Pile 495, as amended, passed, and
reprinted oy the House, as follows:

1. Page 18, by striking iines 8 through 32.

2. Page 18, DbY inserting before iine 33, the
following:

"Sec. __ - WORKERS' COMPENSATION MARKET -~
MONITORING. The commissioner of insurance shall
monitcr the residuail and assigned risks markets for
workers' compensation coveraqe. The commissioner
srall monitor, at a qinimum, tnhe effect of the
residual and assigned risks markets on the volume of
coverage written in the voluntary market.”

3. By repumbering as necessary.
By COMMITTEE ON COMMERCE

bATRICK DELUHERY, Chalrperson

(D\JO\U\J}L.)NF—'

O
INE SN =Y el

$—3433 FILED APRIL 7, 1993
cz¢éb;;2£;{,» ¥ 20 -3
(fmzsé)

QOUSE PILE 495

S~-3474

i Amend House File 485 i
nel , as amended assed
2 reprinted by the House, as follows:, P + and

3 1. By striki: i It :
2 s ¥ iking page 1, line 1 through page 2, line

By MICHAEL E. GRONSTAL
$~3474 FILED APRIL 12, 1993

Geckrglid- thofge (p 1226)
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amend House Fiie 455, as amended, passed, and
ceprinted by the House, as Iollows:
1, By striking page i, line 1 through page 2, iine

1. Page .8, by sirikirg lines 8 through 32.

2. Page 18, by inserting before line 33, the
foliowing:

"Sec. __ - WORKERS' COMPEINSATION MARKET --
MONTTORING. The commissioner Of insurance shall
mcrnitor the residual and assigned risks markets for

workers' compensation coverage. The commissicner
snail monitor, at & minimum, the effect of the
roesidua. and assigned risks mark2ts On In volume i
coverage written in the vo.ualary rarxket."
3. By renumper.ng, re.ectaring, or recesignaiin
2rd correcting iaternal references 4§ recessSary.
RECETIVED TROM THEEZ SZNATE



Commerce

493"
SENATE/HOUSE FILE
BY (PROPOSED DEPARTMENT OF
COMMERCE/INSURANCE DIVISION
BILL) ‘

Passed Senate, Date Passed House, Date
Vote: Ayes Nays Vote: Ayes Nays
Approved

A BILL FOR

An Act relating to regulation'of'iﬁsurance, including the

authority of the division to regulate certain policies and
contracts and the parties to such policies and contracts,
estabiishing fees, and providing a penalty.

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

TLSB 1092DP 75
mj/cf/24
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Section 1, Séction 85.22, Code 1993, is amended to read as
follows: ,

85.22 LIABILITY OF OTHERS -- SUBROGAT;ON.

When an employee receives an injury or incurs an
occupational disease or an occupational hearing loss for which
compensation is payable under this chapter, chapter 85A, or
chapter 85B, and which injury or occupational disease oOr
occupational hearing loss is caused under circumstances
creating a legal liability against some person, other than the
employee's employer or any employee of such employer as
provided in section 85.20 to pay damages, the employee, or the
enployee's dependent, or the trustee of such dependent, may
take proceedings against the employer for compensation, and
the employee or, in case of death, the employee's legal
representative may also maintain an action against such third
party for damages. When an injured employee or the employee's
legal representative brings an action against such third .

party, & copy of the oriéinal notice shall be served upon the
employer by the plaihtiff; not less than ten days before the
trial of the case, but a failure to give such notice shall not
prejudice the rights of the employer, and the following rights
and duties shall ensue:

1. If compensation is'paid the employee or dependent or
the trustee of such the dependent under this chapter, the
employer by whom the same compensation was paid, or the

enployer's insurer which paid it, shall be indemnified out of
the recovery of damages to the extent of the payment se made,
with legal interest, or to the extent of any payment to be

made in the future, except for such attorney fees as may-be

allowed; by the district court, to the injured employee's
attorney or the attcrney of the employee's personal
representative, and shati-have has a lien on the claim for
such recovery and the judgment thereen on the recovery for the o
compensation for which the employer or insurer is liable. 1In . I
order to continue and preserve the lien, the employer or
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insurer shall, within thirty days after receiving notice of
such suit from the employee, file, in the office of the clerk
of the court where the action is brought, notice of the lien.

2. In case the employee fails to bring sueh an action
within ninety days, or where a city or a city under special
charter is sueh the third party, within thirty days after
written notice so to do given by the employer or the
emnployer's insurer, as the case may be, then the employer or
the insurer shaii-be is subrogated to the rights of the
employee to maintain the action against such the third party,
and may recover damages for the injury to the same extent that
the empleyee might.

3. In case of recovery under subsection 1 or 2, the court

shall enter judgment for distribution of the proceeds therest
of the recovery as follows:

a. A sum sufficient to repay the employer for the amount
of compensation actually paid by the employer to that time.

b. A sum sufficient to pay the employer the present worth,
compited at the interest rate provided in section $35.3 for
court judgments and decrees, of the future payments of
compensation for which the employer is liable, but the sum is
not a final adjudication of the future payments which the
employee is entitled to receive and if the sum received by the
employer is in excess of the amount required to pay the
compensation, the excess shall be paid to the employee.

€. The balance, if any, shall be paid over to the
empioyee.

3 4. Before a settlement shaii-beceme becomes effective
between an employee Or an employer and sueh the third party
who is liable for the injury, it must be with the written
consent of the employee, in case the settlement is between the
employer or insurer and sueh the third person; and the consent
of the employer or insurer, in case the settlement is between
the employee and sueh the third party; or on refusal of

consent, in either case, then upon the written approval of the

-2~
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industrial commissioner. . ‘

4 5. A written memorandum of any settlement, if made,

shall be filed by the employer or insurance carrier in the
£fice of the industrial commissioner.

5 6. For subrogation purposes kereunder under this
section, any payment made unte to an injured employee, the
employee's guardian, parent, next friend, or legal
representative, by or on behalf of any third party, or the
third party's principal or agent liable for, connected with,
or involved in causing an injury to such the employee shall be
considered as having been so paid es damages resulting from

and because setd the injury was caused under circumstances
creating a legal liability against se:d the third party,
whether such payment be-made is under a covenant not to sue,
compromise settlement, denial of liability, or otherwise.

& 7. When the state of Iowa has paid any compensation or )
benefits under the provisions of this chapter, the word .
"employer™ as used in this section skeii-mean means and '
tneiude includes the state of Iowa.-

Sec. 2. NEW SECTION. 87,23A INSURANCE TRADE PRACTICES
COVERED. - ‘

A workers' compensation coverage plan regulated under this

chapter shail be considered a perscon for purposes of chapter
507B.

Sec. 3. Section 507B.4, subsection 1, Code 1993, is
amended by adding the following new paragraph:

NEW PARAGRAPH. j. 1Is a miérepresentation, including arny

intentional misquote of premium rate, for the purpose of
inducing or tending to induce the purchase of an insurance

policy.
Sec. 4. Section 507C.3, Code 1993, is amended by adding
the following new subsection: '

NEW SUBSECTION. 6. Prepaid health care delivery plans
which are regulated by the commissioner. .
Sec. 5. Section 507C.14, subsection 3, Code 1993, is )

-3~
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amended by striking the subsection.

Sec. 6. Section 507C.26, Code 1993, is amended by adding
the following new subsection:

NEW SUBSECTION. 4. A person receiving property from an
insurer or any benefit from an insurer which is a fraudulent

transfer under subsection 1 is personally liable for the

property or benefit and shall account to the liquidator.

Sec. 7. Section 507C.42, subsections 3 and 4, Code 1993,
are amended to read as follows:

3. CLASS 3. (Claims under policies, including claims of
the federal or any state or local government, for losses
incurred, including third-party claims, claims acainst the
insurer for liability for bodily injury or for injury to or
destruction of tangible property which are not under policies,
and claims of a guaranty association or foreign guaranty
association. Claims under-nonassessable-potreres for unearned
premium., Claims under life insurance and annuity policies,
whether for deathlproceeds, annuity proceeds, or investment
values shall be treated as loss claims. That portion of a
loss, indemnification for which is provided by other benefits
or advantages recovered by the claimant, shall not be included
in this class, other'thgn benefits or advantages recovered or
recoverable in discharge of familial obligations of support or
by way of succession at death or as proceeds of life
insurance, or as gratuities. A payment by an employer to an
employee 1s not a gratuity.

4. CLASS 4. Premrum-refunda;-ctaims Claims of general
creditors, including claims of cgding and assuming reinsurers
in their capacity as such, and subrogation claims.

Sec. 8., Section 509A.14, subsection 2, Code 1993, 1is
amended by striking the subsection. |

Sec. 9. Section S509A.15, subsection 1, Code 1993, is
amended to read as follows:

1. Within ninety days following the end of a fiscal year,
the governing body of a self-insurance plan of a po;itical

-4~
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subdivision or a school corporation shall file with the
commissioner of insurance a certificate of compliance,
actuarial opinion, and an annual financial report. The

cercificate-cf-comptianee filing shall be accompanied by a
f+x+ng fee of one hundred dollars. A penalty of fifteen

dollars per day shall be assessed for failure to comply with

the ﬂinety-dax_filing requirement, except that the

commissioner may waive the penalty upon a showing that special

circumstances exist which justify the waiver, The certificate

shall be signed and dated by the appropriate public official
representing the governing body, and shall certify the
following:

a. That the plan meets the requirements of this chapter
and the applicable provisions of the Iowa administrative cocde.

b. - That an actuarial opinion has been attached to the
certificate which attests to the adegquacy of reserves, rates,
and financial condition of the plan. Fhe-actuariatr-opinten
skalli-be-issved-by-a-£felltew-cf-the-seerety-of-actuariess The

actuarial opinion must include, but is not limited to, a brief

commentary about the adequacy of the reserves, rahes, and the

£inancial condition of the plan, a test of the prior vyear

claim reserve, a brief description of how the reserves were

calculated, and whether or not the plan is able to cover all

reasonably anticipated expenses. The actuarial opinion shall

be prepared, signed, and dated by a person who is a member of

the American academy of actuaries. If necessary, the actuary

should assist the public body in preparing the annual

financial report. The annual financial report shail be in a

format as prescribed by the commissioner,

c. That a written complaint procedure has been
impiemented. The certificate shall alsoc list the number of
compiaints £iled by participants under the written complaiht
procedure, and the percentage of participants filing written
complaints, in the prior fiscal year.

d. That the governing body has contracted or otherwise

-5~
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arranged with a third~perty-for-pian-adminiatration third-
party administrator who holds a current certificate of

registration issued by the commissioner pursuant to section

510.21, or with a person not required to obtain the

certificate as an administrator as defined in section 510.11,

subsection 1.

Sec., 10. NEW SECTION, 510.5A UNFAIR COMPETITION OR
UNFAIR AND DECEPTIVE ACTS OR PRACTICES PROHIBITED.

A managing general agent is subject to chapter 507B

relating to unfair insurance trade practices.

Sec. 11, NEW SECTION. 510.23 UNFAIR COMPETITION OR
UNFAIR AND DECEPTIVE ACTS OR PRACTICES PROHIBITED.

An administrator is subject to chapter 507B relating to

unfair insurance trade practices.
Sec., 12. NEW SECTION. 510A.6 PENALTIES.
1, If the commissioner believes that a controlling

producer or any other person subject to this chapter has not
materially compiied with this chapter, or any rule adopted or
order issued pursuant to this chapter, after notice and
opportunity to be heard, the commissioner may order the

"controlling producer to cease placing business with the

controlled insuvrer. Additionally, if the commissioner finds
that because of such noncompliance the controlled insurer or
any policyholder of the controlled insurer has suffered any
loss or damage, the commissioner may maintain a civil action
or intervene in an action brought by or on behalf of the
insurer or pelicyholder for recovery of compensatory damages
for the benefit of the insurer or policyholder, or for other
appropriate relief.

2. If an order for liquidation or rehabilitation of the
controlled insurer has been entered pursuant to chapter 507C,
and the receiver appointed under that order believes that the
controlling producer or any other person has not materially
complied with this chapter, or any rule adopted or order
issued pursuant to this chapter, and that the insurer suffered

-6-
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any loss or damage as a result of the noncompliance, the

receiver may maintain a civil action for recovery of damages‘
or other appropriate sanctions for the Benefit of the insu}er.

3. This section shall not be construed to affect or limi£
the right of the commissioner to impose any other penalties,
as appropriate, which the commissioner is authorized to
impose. .

4. This section shall not be construed to affect or limit
the rights of policyholders, claimants, creditors, or cother
third parties. ‘

Sec. 13, NEW S=CTION, 512B.21A REQUIRED RESERVES.

A society shall have in cash, or in securities which are

autherized for investment pirposes for insurance companies

pursuant to section 511.8, surpius in an amount not less than

five million dollars.
Sec. 14, NEW SECTiON. 513A.7 UNFAIR COMPEZTITION OR

UNFAIR AND DECEPTIVE ACTS OR PRACTICES PROHIBITED. .
A third-party payor of.health care benefits is subject to

chapter 507B relating to_unfair'insurance'trade practices.
Sec. 15. Section 514B,.32, Code 1993, is amended by adding
the following new subsection:
NEW SUBSECTION. 4. A health maintenance organization
authorized under this chapter shall be considered a person for

purposes of chapter 507B.

Sec. 16. Section 515.81A, Code 1993, is amended to read as
follows:

515.81A CANCELLATION OF COMMERCIAL LINES POLICIES OR
CONTRACTS.

1. A commercial line policy or contract of insurance,
except 2 policy or contract for crop hail or multiperil crop
insurance, which has not been previously renewecd may be
canceied by the insurer 1f it has been in effect for less than
sixty days at the time notice cof cancellation is mailed or

delivered. .

2. A commercial line policy or contract of insurance,

_7-.
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except a policy or contract for crop hail or multiperil crop

insurance, which has been renewed or which has been in effect
for more than sixty days shall not be canceled unless at least

one of the following conditions occurs:

a. Nonpayment of premium,

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

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

d. Determination by the commissioner that the continuation
of the policy will jeopardize the insurer's solveﬁcy or will
constitute a violation of the law of this or any other state.

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

3. A commercial line policy or contract of insurance,
except a policy or contract for crop hail or multiperil crop
insurance, may be canceled at any time if the insurer loses
reinsurance coverage which provides coverage to the insurer
for a significant portion of the underlying risk insured and
if the commissioner determines that cancellation because of
loss of reinsurance coverage is justified. 1In determining
whether a cancellation because of loss of reinsurance coverage
is justified, the commissioner shall consider all of the
foillowing factors:

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

b. The number of reinsurers in the market.

¢. The variance in the premiums for reinsurance cffered by
the reinsurers in the market. ;

d. The attempt by the insurer to obtain alternate
reinsurance.

e. Any other factors deemed necessary by the commissioner.

-8-
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4. A commercial line policy or contract of insurance,
except a policy or contract for crop hail or multiperil crop
insurance, shall not be canceled except by notice to the

insured as provided in this subsection. A notice of
cancellation shall include the reason for cancellation of the
policy or codtract. A notice of cancellation is not effective
unless mailed or delivered to the named insured and a loss
payee at least ten days pricr to the effective date of
cancellation, or if the cancellation is because of loss of
reinsurance, at least thirty days prior to the effective date
of cancellation. A post office department certificate of
mailing to the named insured at the address shown in the
policy or contract is proof of receipt of the mailing;
however, such a certificate of mailing is not required if
cancellation is for nonpayment of premium,

Sec. 17. NEW SECTION. 515.130 REBATES PROHIBITED.

An insurance cdmpany or an enployee of the insurance . .

company, ©r an agent, shall not pay, allow, or give, or offer
to pay, allow, or give, directly or indirectly, as an
inducement to purchase or acqguire insurance or after insurance
has been-effected, any rebate, discount, abatement, credit, or
reduction of the premium named in a policy of insurance, or
any special favor or advantage in the dividends or other
benefits to accrue on the policy, or any valuable
consideration or inducement, not specified in the policy,
except to the extent provided for in an applicable filing. An
insured named in a policy, or an employee of the insured,
shall not knowingly receive or accept, directly or indirectly,
any rebate, discount, abatement, credit, or reduction of
premium, or any such special favor or advantage or valuable
consideration or inducement.
This section shall not be construed tO‘prOhibit the payment
of commissions or other compensation to duly licensed agents,
or to prohibit any insurer from allowing or returning to its .
participating poiicyholders, members, or subscribers, ”

-9-
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dividends, savings, or unabsorbed premium deposits. As used
in this section, "insurance" includes suretyship and “policy"
includes bond. 7

Sec. 18, Section 515.147, Code 1993, is amended to read as
follows: .

515.147 BUSINESS WITH NONADMITTED INSURERS.

This chapter does not prevent a licensed resident or
nonresident agent of this state, gualified to write excess and

surplus lines insurance, from procuring insurance in certain

nonadmitted insurers if such insurance is restricted to the
type and kind of insurance authorized by this chapter,
excluding insurance authorized under section 515.48,

subsection 5, paragraph "a", and the agent makes oath to the

commissioner of insurance in the form prescribed by the
commissioner that the agent has made diligent effort to place
the insurance in authorized 1insurers and has either exhausted
the capacity of all authorized insurers or has been unable to
obtain the desired insurance in insurers licensed to transact
business in this state.  The procuring of a contract of
insurance in a nonadmitted insurer makes the insurer liable
for, and the agent shall pay, the taxes on the premiums as if

the insurer were duly authorized to transact business in the

state, A sworn report of all business transacted by agents of
this state in nonadmitted insurers shall be made to the
commissioner.of insurance on or before March 1 of each year
for the preceding calendar year, on the form reguired by the
commissioner of insurance. The report shall be accompanied by
a remittance to cover the taxes on the premiums. An agent who
makes the oath, pays the taxes on the premiums, and files the
report has not written such contracts of insurance unlawfully,
and is not personally liable for the contracts.

Sec. 19. Section 515A.16, Code 1993, is amended to read as
follows:

515A.16 REBAPES-PROHIBETED PREMIUMS.

Ne An agent shall not knowingly charge, demand, or receive

_l 0—




a premium for any policy of insurance except in accordance ' .
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Sec. 20, Section 515B.2, subsection 3, Code 1993, is
amended to read as follows:

o
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3. a. "Covered claim" means an unpaidé claim, including
one for unearned premiums, which arises out ¢of and is within

% T N B N
o -~ O

the coverage and is subject to the applicable limits of an

[ %]
hre)

insurance policy to which this chapter applies issued by an

30 insurer, if such insurer becomes an insolvent insurer after

21 July 1, 1970, and one of the following conditions exists:

32 (1) The claimarnt or insured is a resident of this state at

33 the time of the insured event. Other than an individual, the _

34 residence of the claimant or insured is the state in which its .
35 principal place of business is located. '

_ll....



(2) The claim is ene a first party claim by an insured for

damage to property permanently located in this state.

b. ™"Covered claim" does not include any amount as follows:

(1) That is due any reinsurer, insurer, insurance pool,
underwriting association, or other ¢roup assuming insurance
risks, as subrogation, contribution, or indemnity recoveries,
or otherwise.

{2) That constitutes the portion of a claim that is within
an insured's deductible or self-insured retention,

(3) That is a claim for unearned premium calculated on a
retrospective basls, experience-rated plan, or premium subject
Lo adjustment after termination of the policy.

{4) That is due an attorney,_adjuster, or witness as fees
for services rendered to the insolvent insurer.

(5) That is a fine, penalty, interest, or punitive or

exenplary damages.

(6) That constitutes a claim under a policy issued by an

insolvent insurer with a deductible or self-insured retention
of twn hundred thousand dollars or more. However, such a
cilaim shall be considered a covered claim, if as of the

. deadline set for the filing of claims against the :insoclvent

insurer of its liquidator, the insured is a debtor under 11
U.5.C. § 701 et seq. ‘
(7) That would otherwise be a covered claim, but is an

obligation to or on behalf of a person who has a net worth, on

the date of the occurrence giving rise to the claim, greater

than that allowed by the guarantee fund law of the state of

residence of the claimant, and which state has denied coverage

to that claimant on that basis.

(8) That is an obligation owed to or on behalf of an

affiliate of, as defined in section 521A.1, an insolvent.

insurer,

Notwithstanding the subparagraphs of this lettered
paragraph, a person is not prevented from presenting a
noncovered claim to the insolvent insurer or its liquidator,

-12-




but the noncoveréd.claim shall not be asserted against_any
other person, including the person to whom benefits were paid
or the insured of the insolvent insurer, except to the extent
that the claim is outside the coverage of the policy issued by
the insolvent insurer.

Sec., 21. Section 515B.17, Code 1993, is amended to read as
follows:

5158.17 TIMELY FILING OF CLAIMS.

Notwithstanding any other provision of this chapter, a

[
[ e B B < T V) B -y PE I 5 R

covereéd claim shall not include any claim filed with the
asscociation after the final date set by the court for the

. jmt
jo

filing of claims against the insoivent insurer or its

—
[FV)

recelver. However-the-gssceiation-may-waive-the-zeguirement

¥

ef-thia-geetion-vwhen-in-tts-d+acrptian-the-ctaim-was-not

H
15 e¢imeiy-presented-due-to-cireunstances-beyond-the-controi-of

16 ¢he-persern-heving-tne-ciaims

17 Sec. 22. Section 515C.7, Code 1993, is amended to read as .
18 follows: | ! |
19 515C.7 RATE-MAKING PROVISIONS. |

20 Mortgage guaranty insurance shall be subject to the

21 provisions of chapter 5i5a 515F, for the purposes of rate

22 making,

23 Sec. 23. Section 515E.10, Code 1993, is amended by adding

24 the following new unnumbered paragraph:

25 NEW UNNUMBERED PARAGRAPH. A risk retention group or

26 purchasing group operating under this éhapter shall be

~
Y

considered a person for purposes of chapter 507B.

[
[s.0]

Sec. 24. Section 521A.3, subsection 4, Code 1993, is

L3N]
w

amended by adding the following new paragraph:
NEW PARAGRAPH., c. The commissioner may retain any

(V%]
[ ]

LU ]
—

attorneys, actuaries, accountants, and other experts not

(V)
~

otherwise a part of the commissioner's staff as may be

L
L

reasonably necessary to assist the commissioner in reviewing
the proposed merger or acquisition of control, the reasonable .
cost of which shall be peid by the acquiring party.

Wl
o

(V3]
w
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Sec. 25, Section 521A.5, subsection 1, paragraph a,
subparagraph (5), Code 1993, is amended to read as follows:

(5) After any material transaction with an affiliate and
after any dividends or distributions to shareholder

affiliates, the insurer's surplus as regards policyholders
shall be reascnable in relation to the insurer's outstanding
liabilities and adequate to its financial needs.

Sec. 26. Section 521A.5, subsection 1, paragraphs b and c,
Code 1993, are amended to read as follows:

b. A domestic insurer and a person in its holding company
system shall not enter into any of the following transacticns
betweer each other inveolving amcunts egual to or exceeding the
lesser of five three percent of the a nonlife insurer's
aémitted assets or twenty-five percené of the surplus as
regards policyholders with respect to nonlife insurers, and

egual to or exceeding three percent of the insurer's admitted

assets with respect to life insurers, each as of the next

preceding December 31, unless the domestic insurer notifies
the commissioner in writing of its intention to enter into the
transaction at least thirty days prior to entering into the
transaction or within a shorter time permitted by the
commissioner and the commissioner has not disapproved of the
transaction within the time period:

(1) Sales.

(2) Purchases.

(3) Exchanges.

(4) Loans or extensions of credit.

{5) Guarantees.

{6) Investments.

(7) Loans or extensions of credit to a person who is not
an affiliate, if the domestic insurer makes the loans or
extensions of credit with the agréement or understanding that
the proceeds of the transactions, in whole or in substantial
part, are to be used to make loans or extensions of credit to,
to purchase assets of, or to make investments in, an affiliate

-14~
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0f the domestic insurer making the lcans or extensions of
credit. '

€. A domestic insurer and a person in its holding company
system shall not enter into any of the following transactions,
unless the domestic insurer notifies the commissicner in
writing of its intention to enter into the transaction at
least thirty days prior to entering into the transaction or
within a shorter time permitted by the commissioner and the
commissioner has not disapproved of the transaction within the
time period:

(1) All reinsurance agreements whiekh-in-the-aggregete-wiii
or-maey-require-ga-consideration-the-net-transfer-of-aasets-te
or-by-the-demestie-insurer-in-an-amounty-as-of-the-nexe
prececing-pPecember-3i;-exceeding-twenty-£five-percent-of
statutory-surpius or modifications to such agreements in which

the reinsurance premium or a change in the insurer's

liabilities equals or exceeds five percent of the insurer's
g P

surplus as regards policvholders, as of the next preceding

December 31, including those agreements which may reguire as

consideration the transfer of assets from an ilnsurer to a

ronaffiliate, if an agreement or understanding exists between

the insurer and nonaffiliate that any portion of such assets

will be transferred to one or more affiliates of the insurer,

{2) All management agreements, service contracts, and all

other cost-sharing arrangements involving at least one-half of

one percent of the insurer's syrplus as of the next preceding
December 31. |
(3) Any material transactions specified by rule which the

commissioner determines may adversely affect the interests of
the domestic insurer's policyhclders.

Sec. 27. Section 521A.5, subsection 2, Code 1993, is
amended by adding the following new'paragfaph:

NEW PARAGRAPH. k. The quality of the company's earnings
and the extent to which the reported earnings include

extraordinary items,

_l 5_
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Sec. 28, Section 521A.5, subsection 3, Code 1993, is
amended by striking the subsection and inserting in lieu
thereof the following:

3. DIVIDENDS AND OTHER DISTRIBUTIONS,

a. A domestic insurer may declare and pay dividends to its
shareholders only from earned surplus.

For the purposes of this paragraph, "earned surplus” means
surplus as regards policyholders less paid-in and contributed
surplus, and may include a fair revaluation of assets by the
board of directors that is reasonable under the circumstances.
Assets revalued by the board of directors cannot be included
in earned surplus until thirty days after the commissioner has
received notice of the revaluation and has approved the
revaluation. The commissioner shall approve or disapprove the
revaluation within thirty days after receiving notice of the
revaluation unless for good cause the commissioner extends the
approval period for.an additional thirty days.

b. A domestic insurer shall not pay any extraordinary
dividend or make any other extraordinary distribution to 1its
shareholders until thirty days after the commissioner has
received notice of the declaration of the dividend or
distribution and has not disapproved such payment within the
period, or until the time the commissioner has approved the
payment within the thirty-day period.

For purposes of this paragraph, an "extraordinary dividend
or distribution" includes any dividend or distribution of cash
or other property, whose fair market value together with that
of other dividends or distributipons made within the preceding
twelve months exceeds the greater of the following:

(1) Ten percent of insurer's surplus as regards
policyholders as of the thirty-first day oﬁ'December next
prececing.

{(2) The net gain from operations of the insurer, if the
insurer is a life insurer, or the net investment income, if

the insurer is not a life insurer, for the twelve-month period

_16_
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ending the thirty-£first day of December next preceding.

An extraordinary dividend or distribution does not include
pro rata distributions of any class of the insurer's own
securities. :

¢. A domestic insurer subject to registration under
section 521A.4 shall report to the commissioner all dividends
to shareholders within five business days following the
declaration of the dividends and not less than fourteen days
prior to the payment of the dividends. This report shall aiso
include a schedule setting forth all dividends or other
distributions made within the previous twelve months.

d. Notwithstanding any other provision of law, a domestic
insurer may declare an extraordinary dividend or distribution
which is conditional upon the commissioner's approval of the

dividend or distribution., Such declaration does not confer

any rights upon shareholders until the commissioner has
approved the payment of the dividend or distribution or the : .
commissioner has not disapproved the payment within the
thirty-day period as provided in paragraph "b",
Sec, 29. Section 521A.7, Code 1993, is amended to read as.
follows: '
S21A.7 CONFIDENTIAL TREATMENT.
All information, documents and ccpies thereof obtained by
or cisclosed to the commissioner or any other person in the
course of an examination or investigation made pursuant to
section 521A.6 and all information reported pursuant to
seetion sections 521A.4 and 521A.5, shall be given
confidential treatment and shall not be subject to subpoena
and shall not be made public by the commissioner or any other
person, except to'insurance departments of other states,
withcut the prior written consent of the insurer to which it
pertains unless the commissioner, after giving the insurer:and
its affiliates who would be affected thereby, notice and’
opportunity to be heard, determines that the interests of .
policyholders, shareholders or the public will be served by | “
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the publication thereof, in which event the commissioner may
publish all or any part thereof in such manner as the '
commissioner may deem appropriate,

Sec. 30. Section 522.2, Code 1993, is amended to read as
follows:

522.2 TERM OF LICENSE,

A license is valid for ene-year three years.

EXPLANATION
This bill amends or creates the following Code sections:

Section 85.22 is amended to allow an employer to be
indemnified to the extent of any payment made by the employer
on behalf of the employee from any amount paid in the future
to the employee from a liablie-third-party.

Section 87.23A is created and provides that a workers'

‘compensation coverage plan is subject to chapter 507B, which

regulates lnsurance trade practices.

Section 507B.4, subsection 1, is amended to clarify that
any intentional misguote of premium rate for the purpose of
inducing or tending to induce the purchase of an insurance
policy is an unfair or deceptive practice,

Section 507C.3 is amended to add prepaid health care
delivery plans to the entities subject to the supervision,
rehabilitation, and liquidation Act.

Section 507C.14 is amended to strike the authority of the
rehabilitator to appoint an advisory committee with respect to
the rehabilitation of an insurer if the rehabilitator deems
necessary. ‘

Section 507C.26 is amended to'provide that a person
receiving property from an insurer subject to rehabilitation
or liguidation pursuant to a fraudulent transfer is personally
liable for the property or benefit, )

Section 507C.42 is amended to adjust the classes of claims
for purposes of the priority of distribution of property in an
insurer's estate.

Section 509A.14 is amended to eliminate the requirement

_18_
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that at least once each twelve months, a governing body is to
obtain a certification from an outside consulting actuary that
the governing body's self-insurance plan for life, and
accident and health insurance is able to éover all reasonably
anticipated expenses.

Section 509A.15 is amended to provide that a governing body
of a self-insurance plan is to file an actuarial opinion and
annual financial report within 90 days of the end of the
fiscal year. A penalty of 15 dollars per day is to be
assessed for failure to comply with the 90 day filing
reguirement, unless waived by the commissicner.

Section 510.5A is created and provides that a managing
general agent is subject to.chapter 507B relating to unfair
insurance trade practices.

Section 510.23 is created and provides that an
administrator is subjéct to chapter 507B relating to unfair
insurance trade practices.

Section S10A.6 is'creafed providing for penalties acainst
controlling produceré faiiing to comply with the provisions of
chapter 510A. |

"Secticn 5128B.21A is created requiring a fraternal benefit
society to maintain surplus in an amount not less than 5
miilion dollars. ' '

Section S513A.7 is created and provides that a third-party
payor unable to establish that the payor is subject to the
juriséiction of another state agency or the federal
government, is subject to the jurisdiction of the insurance
division,

Section 514B.32 is amended to provide that a health
maintenance organization is subject to chapter 507B relating
to unfair insurance trade practices.

Section 515.81A, relating to cancellation of commercial
lines policies, is amended to provide that multiperil
insurance under the section is multiperil crop insurance.

Section 515.130 is created which includes language

-16-
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currently contained in section 515A.16 which relates to
prohibiting rebates relating to purchases of insurance.

Section 515.147 is amended to provide -that a licensed
resident or nonresident agent qualified to write excess and
surplus lines insurance cannot procure health insurance from a
nonadmitted insurer.

Section 515A.16 is amended to strike language which is
moved to new section 515.130 in this bill.

Section 515B.2 is amended to provide that a covered claim
is a first-party claim by an insured for damage to certain
property. The section is also amended to provide that a
covered claim does not include any amount that would otherwise
be a covered claim, but is an obligation to or on behalf of a
person who has a net worth, on the daée of the occurrence
giving rise to the claim, greater than that allowed by the
guarantee funé law of the state of residence of the claimant,
and where that state hasS denied coverage to the claimant.
Blso excluded from the definition of a covered claim is an
obligation owed to or on behalf of an affiliate of an
insolvent insurer.

Section 515B.17 is amended to strike language granting the
insurance guaranty association the authority to waive the
timeliness requirement for a filed claim if the associatioen
finds that the claim was not presented in a timely manner due
to circumstances beyond the control of the person with the

clainm,

Section 515C.7 is amended to correct a citation.

Section 515E.10 is amended to provide that a risk retention
group or purchasing group is subject to chapter 507B relating
to unfair insurance trade practices.

Section 521A.3 is amended to give the commissioner
authority to retain attorneys, ac}uaries. accountants, and
other experts reasonably necessary to review a proposed
acquisition by an insurance company. The section provides
that the expense of such persons is to be paid by the

-20-




W ~J O N b W

W R R RN N R R N N N S e b b e
L Y N S N VI S R < TR T~ TS T, NV, IS JUR R ST - S V)

1
4

32
33
34
35

acquiring party.
Section 521A.5 is amended to provide that a domestic
insurer and a person in the insurer's holding company system

shall not enter into certain transactions involving amounts
equal to or exceeding the lesser of three percent, previously
five percent, of a nonlife insurer's admitted assets or 25
percent of the surplus as regards policyholders with respect
to nonlife insurers, and egual to or exceeding three percent
of the insurer's admitted assets with respect to life 7
insurers. This section is amended to provide that notice of
the modification of a reinsurance agreement where the
reinsurance premium or a change in the insurer's l:iabilities
equals or exceeds five percent of the insurer's surplus

regarding poliicyholders must be given at least 30 days prior
to entering the agreement. The notice provision is also
expanded tc include all management agreements, service _
contracts, and all other cost-sharing arrangements. This .
section is also amended to provide that a cdomestic insurer may
declare and pay dividends to shareholders only from earned
surplus.
Section 521A.7 is amended to add a citation to another Code
section.
Section 522.2 is amended to extend the validity of an
insurance agent's license from one to three years,
BACKGROUND STATEMENT
SUBMITTED BY THE AGENCY
Section 1: This amendment is proposed in.response to the
Iowa Supreme Court's June 1992 ruling in Fisher v. Keller

Industries, Inc. Prior to Fisher, employers or the employers'

insurance companies were able to receive reimbursement for

workers' compensation benefits paid, including a credit for

future benefit payments, from damages the injured employee

collected under a third-party tort action. The Fisher ruling

precludes an employer paying workers' compensation benefits .
from taking a credit for future benefits paid. The inability "

-21-
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of the insurer to receive credit for future benefit paid
allows, in effect, the injured employee a double recovery to
the extent of those future benefit payments. It also has the
potential to further increase workers' compensation insurance
rates as insurers are nc longer able to recover costs as they
have in the past. '

Sections 2, 10, 11, 14, 15 and 23: Each of these sectipns
further expands the scope of Iowa Code chapter 507B (Unfair
Trade Practices Act) by bringing various regulated entities
within its jurisdiction. Section 2 would include workers'

= e
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compensation coverage plans under chapter 87, including

-

t

employers who self-insure for workers' compensation purposes.

—
w

Secticn 10 and section 11 cover managing general agents and

—
o

administrators regulated under chapter 510. Section 14
includes third-party payors of health care benefits under

(o]
un

l

-

chapter 513A and section 15 covers health maintenance

[
~J

organizations under chapter 5148. Section 23 brings risk

retention groups and purchasing groups operating under chapter

b
O

S15E within the jurisdiction of chapter 507B. The expansion
cf jurisdiction of the Unfair Trade Practices Act subjects the
entities regulated under the above-mentioned chapters to the
provision of the Act and allows the insurance division to
bring administrative action against the entity for violations

B R R O
B W o O

of the Unfair Trade Practices Act.

Section 3: The Unfair Trade Practices Act currently
provides that the misrepresentation of insurance policies for
the purpose of inducing the lapse, forfeiture, exchange,
conversion, or surrender of a policy is an unfair method of
compensation and unfair or deceptive act or practice. The

Wk R KR
o W W < o

anenément expands the list by providing that misrepresentation

L¥S
—

for the purpose of inducing the purchase of. a policy is also a
viclation of the Act.

W
[EV IS |

Section 4: Chapter 507C provides the commissioner of

L
o

insurance with the authority to place an insurer under

w
(84

supervision, rehabilitation, or liguidation in order to
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protect the interests of the insureds and the general public,
The Act provides a listing of those entities to which it is
applicable. This amendment extends the Act's application to
include any form of prepaid health care delivery plan
regulated by the insurance division, which would include
health maintenance organizations, preferred provider
organizations, and other forms of prepaid plans. The
amendment will provide the commissioner with the authority to
commence legal action in the event the condition of the
prepaild health plan becomes financially unstable,

Section 5: Chapter 507C currently allows the commissioner,
in his capacity as rehabilitator of an insurer, to appoint an
advisory committee if the commissioner deems 1t necessary.
The proposed amendment would remove this provision from the

chapter. The appcintment of a committee merely increases the

cost of the rehabilitetion process as the expenses of the
committee are charged to the rehabilitator. The committee
process has not been used in Iowa and is not deemed to be of
any substantial benefit to the policyholders of the insurer,

Section 6: Chapter 507C provides that a transfer of
property or other benefit by an insurer within one year prior
to the filing of a petition for rehabilitation or liguidation
of that insurer is fraudulent if it is made without fair
consideration, This is an asset protection measure and is
intended to avoid transfers made by an insurance company to
persons just prior to liquidation without receiving proper
payment. It does not apply to good faith purchasers. The
proposed amendment reguires a person receiving fraudulently
transfer:ed'prbperty to return the property, or its value, to
the liquidator of the insurer.

Section 7: Claims against a ligquidated insurer are
categorized into classes under section 507C.42, and are paid
in order of the classes established. Class 3 claims currently
include claims under nonassessable policies for unearned

premiums. The proposed amendment would delete the reference

-23-
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to "nonassessable policies". Insurance policies sold in Iowa
are now issued on a nonassessable basis, meaning the insured
pays a flat premium for the policies at the time of issuance
or renewal, and is not later assessed additional premiums
during the policy period if the original premium charged does
not cover the cost of the policy. Because the distinction
between nonassessable and assessable policies, for all
practical purposes, no longer exists, the amendment is
intended to merely clean up existing Code language.

The second portion of the amendment deletes "premium
refunds" as a class 4 claim, Premium refunds are deemed to be
class 3 claims as “"claims for unearned premiums®,

Section 8: The proposed amengdment deletes the annual
filing requirement under section 509A.14, subsection 2, of an
actuarial certification for the public body's self-insurance
plan. This requirement duplicates the filing requirements of
section 509A.15, under which the public body must include an
actuarial certification with its annual filing to the
insurance division, '

Section 9: The first portion of the amendment provides for
a $15 per day penalty for the late filing of the annual
reports by self-insured public bodies. " Reports are to be
filed within 90 days following the end of the public body's
fiscal year. However, this deadline is rarely met. The
implementation of a late filing fee would provide an incentive
to the public entity to submit the reguired filing on a timely
basis and provide the division with a means to enforce the
£iiing deadline short of bringihg an action to terminate the

pian.
Section 12: This amendment provides authority for the
commissioner to bring administrative action, and, in certain

situations, civil action, against a person who falls within
the jurisdiction of chapter 510A {producer controlled property
nd casualty insurers). This provision brings the Act into
compliance with model act language and with the National

-24~-
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Association of Insurance Commissioners' (NAIC) accreditation
regquirements.

Section 13: Unlike other insurers doing business in Iowa,
fraternal benefit societies licensed under chapter 512B do not
currently have specified surplus requirements which must be
maintained. Surplus reguirements are set in order to ensure
that the insurer maintains an adequate reserve to pay claims
under existing policies. The proposed amendment sets specific
surplus levels for fraternal benefit societies and places
those requirements on the same level as insurers licensed as
life insurance companies under chapter 508 and nonlife
insurers under chapter 515,

Section 16: The amendment provides clarification as to the
type of multiperil insurance covered under section 515.81A.
The CoCe section deals with the cancellation of commercial
llne policies, and provides for the exception of crop hail or
multiperil insurance. The intent was to provide an exception
only for crop hail or muitipe:il crop insurance. The term
"multiperil insurance" can imply more than just policies
dealing with crop coverage and the exception from the
cancellation provision of this section was not intended to
cover all forms of multiperil insurance.

Sections 17 and 19: In 1890, the provisions of Iowa Coce
chapter 515A dealing with regulation of casualty insurance
were transferred to new Code chapter S15F, leaving chapter
515A to cover the workers' compensatidn liability insurance
rating process. The provisicons of section 515A.16 which
prohibit‘rebating of premiums were inadvertently left in
chapter 515A} thus there currently does not exist a Code
section which prohibits rebating for all property/casualty
lines., This new section is being created by transferring the
portion of section 515A.16 which prohibits rebates.

Section 18: Iowa-licensed agents may currently sell
insurance coverage from certain nonadmitted insurers commorniy

xnown as surplus lines or excess coverage. Surplus lines

-25;.

.i




coverage 1s normally obtained when there is no other market
available ~- when insurance is not obtainable from an admitted
insurer. The proposed amendment prohibits the sale of health
insurance on a surplus lines basis. The health insurance
market in Iowa is adequately covered by admitted insurers and
thus there is no need to rely on nonadmitted insurers for

coverage of this type of insurance.

W ~ O b W

Sections 20 and 21: Both of these sections contain

0o

amendments to the insurance guaranty association. Section 20

—
o

disallows coverage under the Iowa guaranty fund for a person

'_J
[

with a net worth greater than that which is allowed by the

[
)

state guarantee laws of the claimant's state of residence.

bt
w

Several states, including Illinois, Minnesota, North Dakota,
Wisconsin, and Indiara, have included specific net worth

T
n o

provisions in their guaranty laws. Since Iowa's law does not
contain some form of net worth restriction, other states which

—
Loa

deny ciaims because of het worth provisions are potentially

= -
@ ~J

able to transfer their obligations to the Iowa fund.

—
o

The second portion of the amendment in section 20 disallows

[N}
L}

claims by an affiliate of an insolvent insurer, This conforms

a8}
=

Iowa Code to the National Assoclation of Insurance

~
[0}

Commissioners (NWAIC) Model Act, Affiliates of an insurer,

%]
L

such as a parent or subsidiary corporation, have some level of
responsibility for overseeing the financial stability of the

%]
F o

insurer. The affjiliate should not be allowed to collect

[ BN |
O

benefits when other claimants have money due them.
Section 21 also acts to conform lowa law to model act

[ I 8 |
w0 -l

language and to the laws of the other 49 states. Under the

8 ]
O

current situation, claimants are provided with adequate notice
of the claim filing deadline by both the liquidator and the

w
o

31 Iowa guaranty association.
32 Section 22: Prior to the 1990 transfer of chapters 515A to
33 515F, the rate-making provisions for mortgage guaranty

34 insurance were contained in chapter 515A and referenced as
. 35 such. The Code sections for ratemaking for property-casualty
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lines are now covered in chapter 515F and the reference in
chapter 515C for mortgage guaranty insurance needs to be
changed to correspond.

Section 24: This new provisioh merely codifies what is
currently the practice of the insurance commissioner in
contracting with various experts when reviewing documents
submitted by insurance companies in the event of a proposed
merger or acqguisition. The amendment is to clarify that the
costs of the independent experts will be paid by the acquiring
party.

Sections 25 through 29: These sections include changes to
chapter 521A ~-- Insurance Holding Company Act. The amendments
are being proposed to conform Iovwa law to the model act
language and to the requirements of the NAIC accreditation
program. Iowa was accredited in August 1992. The changes
proposed in these sections were noted by the review team as
necessary to meet the accreditation standards. Each of the
amendments addresses stancdards which must be met by a holding
company with respect to transactions affecting domestic
insurers, adeguacy of surplus, and the payment of dividends
and other distributions.

Section 30: The amendment changes the term of an agent's
license from one to three years. This change was intended to
be macde last session when the license fee was increased from
$10 to $50 but was inadvertently omitted from the division's
bill. The amendment is intended to be corrective and to
codify ekisting practice.
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AN ACT
RELATING TO REGULATION OF INSURANCE, INCLUDING THE AUTHORITY
OF THE DIVISION TO REGULATE CERTAIN POLICIES AMD CONTRACTS
AND THE PARTIES TO SUCH POLICIES AND COMTRACTS, ESTABLISH-
ING PEES, AND PROVIDING A PENALTY.

BE IT ENACTED BY THE GENERAL ASSEMBLY QF THE STATE OF [OWA:

Section 1. Secrlion B85.61, subsectlion 11, unnumbered
pacagraph 3, Code 1993, is amended to read as follows:

"Worker” or "employee" includes a basic emergency medical
care provider as defined Ln gectlon 147.1, e¢ an advanced
emecgency medical care provider as deflned in sectlon 147A.1,
a volunteer ambulance driver, or an emerqeancy medical

techniclan trainee, only Lt an agreement 15 reached between

the-bastc-or-advanced-emergency-medicai-care-peavidar such

vorker or employee and the employer for whom the volunteer

services are provided that workers' compensatlon covetage
under chapters B5, 85A, and 858 ls to be provided by the
employer. A basic or advanced emergency medlcal care provider
who is a worker or enployee under thls paragraph is not a
casual employee. “Volunteer ambulance driver” means a person

performing services _as a volunteer ambulance driver at the
request of the person in charge of a fite department or

ambulance service of a municivality, “Emergency nedical

technician trainee” means a person enrolled in and tralnlag
for energency medical technician cectification,

Sec, 2. WNEW SECTION, 87,23A INSURANCE TRADE PRACTICES
COVERED.,

A workers' compensatlion coverage plan regulated under this

chapter shall be considered a person for purposes of chapter
S07p,

Seec. 3, Section 505.7, Code 1993, is amended by adding the
follovwing new subsection:
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NEW SUBSECTION. 7. The insuctance division shall, by
January 15 of each year, prepace estimates of projected
cecelpts, refunds, and reimbursements to be generated by the
examinations function of the division during the calendar year
in which the report is due, and such receipts, refunds, and
reimbursements shall be treated in the same manner as
repayment receipts, as deflned in section 8.2, subsection 8,
and shall be available to the dlvision to pay the expenses of
the divislon's exarination function.

Sec. 4. Section 5078.4, subsection L, Code 1993, is
amended by adding the following new parageaph:

NEW PARAGRAPH. J. 1I# a misrepresentation, including any
intentional misquote of premium rate, for the purpose of
inducing or tending to induce the purchase of an insurance
policy.

Sec. 5. Section 307C.3, Code 1993, is amended by adding
the following new subsection:

REW SUBSECTIUN. 6. Prepaid health care delivery plans
which are requlated by the commissioner.

Sec. 6, Section S07C.l4, subsection 3, Code 1993, is
arended by striking the subsection.

Sec. 7. Section 507C.26, Code 199}, is amended by adding
the following new subsection:

HEW SUBSECTION. 4. A person receiving property feom an
insurer or any benefit from an insurer which is a fraudulent
transter under subsection 1 is persconally liable for the
property or benefit and shall account to the liquidator.

Sec. B. Section $07C.42, subsectlions 3 and 4, Code 1991,
are amended to cread as follows;

3. CLASS 3., Claims under policies, including claims of
the E£ederal or any state or local governmeat, tor losses
incurred, including third-party claims, claims against the
insurer for liability for bodily injury or Eor injury o or
destruction of tangible property which are not uander policies,
and claims of & guaranty association or foreign guaranty
association. Claims under-nonassessapis-potictes For uncacned
premium. Claims under life Insurance and annuity golicies,
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whether for death proceeds. annuity proceeds, or investment
values shall be treated as loss claims, That portion of a
loss, indemnification for which is provided by other benefits
or advantages recovered by the claimant, shall not be included
in this claas, other than benefits or advantages recovered or
recoverable in dischacge of familial obligations of support or
by way of succession at death or as proceeds of life
ingsurance, or as gratuities. A payment by an employet to an
employee is not 4 gratuity.

4. CLASS 4. Premium-refunds;-ctatns Claims of general
creditors, including claims of ceding and assuming reinsurers
in their capacity as such, and subrogation claims.

Sec. 9. Sectfon 509A.14, subsection 2, Code 1993, is
amanded by striking the subsection.

Sec. 10. Section 599A.15. subsection 1. Code 1993, is
amended to read as follows:

1. Within ninety days focllowing the end of a fiscal year,
the governing body of a self-insurance plan of a political
snbdivision or a school corporation shall file with the
commissioner of insurance a certificate of compliance,
actuarlal opinion, and an annual Einancial repcrt. The

cereificate-of-compitance filing shall be accompanied by a
ftting Fee of one hundred dollars. A penalty of fifteen

dollars per day shall be assessed €or failure to comply with

the ninety-day filing requirement, except that the

commissioner may waive the penalty upon a showing that speclal

circunstances exlist which justify the waiver. The certificate
shall be signed and dated by the appropriate public official
representing the governing body, and shall certify the

following:
a. That the plan meels the requirements of this chapter
and the applicable provisions of the Towa administrative code.
b. That an actuarial opinion has been attached to the
certificate which attests to the adeguacy of reserves, rates,
and tinancial condition of the ptan. FThe-actuartat-opinion
shati-be-kssned-by-a-fetiow-of-the-sectety-of-actaariess The
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commentary about the adequacy of the reserves, rates, and the
financial condition of the plan, a test of the prior year
claim reserve, a brief description of how the reserves were
calculacted, and whether or not the plar is able to cover all

reasonably anticipated expenses. The actuarial opinion shall
be prepared, signed, and dated by a person «ho ls a member of
the Ameclcan acadeny of actuaries. If necessary, the actuacy
should assist the public body in preparing the annual
financial report. The annual financial report shall be in a
format as_prescribed by the commissicner.

¢. That a written complaint procedure has been
implemented. The certificate shall also List the numbec of
complaints filed by participants under the written complaint
procedure, and the percentage of participants €iling writkten
complaints, in the prior flscal year.

d. That the governing body has contracted oc othetwise
arranged with a third-party-far-pian-administratinn thitd-
party adminiastrator who holds a current certificate of
reqistration issued by the commissioner pursuant to section
510.21, or with a person not required to obtain the
certificate as an administrator ag defined in section 510.11,
gubsection 1.

Sec, 11. HEW SECTION. 510.5A UNFAIR COMPETITION QR
UNFAIR AND DECEPTIVE ACTS QR PRACTICES PROHIBITED.

A managing general agent is subject to chapter S078

relating to unfair insurance trade ptactices.

Sec. 12. HEW SECTION. 510.23 UNFAIR COMPETITION OR
UNFAIR AND DECEPTIVE ACTS OR PRACTICES PROMIBITED.

An administrator is subject to chapter 5078 relating te
unfair insurance trade practices.

Sec. 13. NEW4 SECTION. S10A.6 PERALTIES.

1. If the commissioner believes that a controlling
producer or any other person subject to thig chapter has not
materially complied with this chapter, or any rule adopted ot
order issued pursuant to this chapter, after notice and
oppottunity to be heard, the conmissioner may order the
controtling producer to cease placing business with the
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controlled insurer. Additlonally, if the commigaioner €inds
that because of such noncompliance the controlled insurer or
any pollcyholder of the controlled insucrec has suffered any
loss or darage, the commissioner may maintain a civil action
or intetvene in an action brought by or on behalf of the
tnsurer ot policyholder for recovery of compensatory damages
for the benefit of the lnsurer or policyholder, or for other
apptoprliate relief,

2, If an order for liquidation or rehabilitation of the
controlled insurer has been entered pursuant to chapter 507C,
and the teceiver appointed under that order believes that the
controlling producer or any other person has not materially
complied with this chapter, or any rule adopted or order
issued pursuant to this chapter, and that the imnsurer suffeced
any loss or damage as a result of the noncompliance, the
receiver may maintain a civil action for recovery of damages
or other appropriate sancticons for the benefit of the insurer.

3. This secction ahall not be construed to affect or limit
the right of the commissioner to impose any other penaltlies,
as appropriate, which the commissionetr is authorized to
impose.

4. This section shall not be construed to affect ot limit
the rights cf policyholders, claimants, creditors, or other
third parties.

Sec. 14, NEW SECTIOM. 512B.21A REQUIRED RESERVES,

A societly incorporated on or after July 1, 1993, shall have
in cash, or in securities which are authorized for inveatment
purposes for insurance companies pursuant to section S512B.21,
surplus in an amount not less than five million dollars.

Sec. 15. HEW SECTION. S13A.7 UNPAIR COMPETITIOR CR
UNFAIR AND DECEPTIVE ACTS OR PRACTICES PROHIBITED.

A third-party payor of health care benefits is subject to
chapter S07B relating to unfair insurance trade practices.

Sec. 16. Section S14B.32, Code 1993, is amended by adding
the following new subsection:

NE®W SUBSECTION., 4. A bealth raintenance organization
authorized undet this chapter shall be considered a person for
purposes of chapter 5078,
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Sec. 17. Section S515.81A, Code 1981, is amended to read as
follows:

515.81A CANCELLATION OF COMMIRCIAL LIMES POLICIES OR
CONTRACTS .

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

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

a, Nonpayment of premium.

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

¢. Actions by the Insured which substantially change ot
Increase the risk insured.

d. Determination by the commissioner that the continuwation
of the policy will jeopardize the insurer's solvency or will
constitute a violation of the law of this or any other state.

e. The insured has acted in a manner which the insured
knew or should have known was in vioclation or breach of a
pelicy or contract term ot condition.

3. B commercial line policy or contract of insurance,

except a policy or contract for crop hail or multiperil crop

insurance, may be canceled at any time if the insucer loses
teinsurance coverage which provides coverage to the insucer
for a significant portion of the underlying risk insured and
if the commissioner determines that cancellatior bevause of
loss of reinsurance coverage is justified. In determining
whether a cancellation Lecause of loss of reinsurance coverage
is justified, the comnissioner shall consider all ¢f the
following factors:
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a. The volatility of the premiums charged for reinsurance
in the macket.

b. The number of relnsurers in the market.

¢, The variance in the premiums for reinsurance cffered by
the reinsurers in the market,

d. The attempt by the insurer to obtaln alternate
reinsurance.

e. Any other factors Adeemed necessaty by the commigsioner.

4. A commercial line policy eor contract of insurance,
except a policy ov contract for crop hail ot multiperil crop
insurance, shall not be canceled except by notlice to the
insured as provided in this subsection., A notice of
cancellation shall include the reason for cancellation of the
policy ot conttact. A notice of cancellation is not effective
unless mailed or delivered to the named insured and a less
payee at least ten days pricr tc the effective date of
cancellation, or if the cancellation is because of loss of
reingurance, at least thirty days prior to the effcctive date
of cancellation. A post cffice department certificate of
maiting to the named ingured at the address shown in the
policy ot contract 1a proof of receipt of the mailing:
however, such a certificate of malling is not required i€
cancellation is Eor nonpayment of premium.

Sec. 18, HNEW SECTION. 515.130 REBATES PROHIBITED.

An insurance company ot an employee of the insurance
company, or an agent, shall not pay. allow, or glve, or cffer
to pay, allow, or give, directly or indirectly, as an
inducement tco purchase or acquire insurance or after insurance
has been effected, any rebate, discount, abatement, credit, or
teduction of the premium nared in a policy of insurance, or
any speclial favor or advantage in the dividends or other
benefits to acctue on the policy, or any valuable
considecation oc inducement, not specified in the policy,
except to the extent provided for in an applicable filing. &An
insured named in a policy, or an employee of the insured,
shall not knowingly receive or accept, dicectly or indirectly,
any repate, discount, abatement, credit, or reduction of
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premium, St any suck special faver or advantage ot valuable
consideraticn or inducement.

This section shall not be construved to prohibit the payment
of comrissions or other compensation to duly licensed agents,
or to prohibit any insurer feom allowing or teturning to its
participating pelicyholders, members, or subsacribers,
dividends, savings, or unabtsorbed vremium deposits. As used
in this section, "insurance" includes guretyship and "policy"
includes bond.

Sec. 19. Section 515.147, Code 1993, is amended to read as
follows:

515,147 BUSINESS WI1TH NONADMITTED INSURERS.

This chapter does not prevent a licensed resident or
surplus lines insurance., from procuring insurance in certain
nonadmitted insurers if such insurance is restricted to the
type and kind of insucrance authorized by this chapter,
excluding insurance auvthocrized under section 515,48,
subsection 5, paragraph "a", and the agent makes oath to the
commissioner of insurance in the form prescribed by the

commissioner that the agent has made diligent effort to place
the insurance in avthorized insurers and has either exhausted
the capacity of all authorized insurers or has been unable to
obtain the desired insutance In insurers licensed to transact
business in this state. The procuring of a contract of
insurance in a nonadmitted insurer makes the insurer liable
for, and the agent shall pay, the taxes on the premiums as if
the insurer were duly authorized ke transact business in the
state. A sworn report of all business transacted by agents of
this state in nonadmitted ingurers shall be made to the
comnissioner of Insurance on or before March 1 of each yeat
for the preceding calendat year, on the form required by the
cormissioner of insurance. The report shall be accempanied by
a remittance to cover the taxes on the premiums. An agent who
makes the oath, pays the taxes on the premiums, and files the
report has not written such contracts of insurance unlawfully,
and is not personally liable for the contracts.
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Sec. 20. Secction 515A.4, Code 1993, is amended by adding
the following new subsectlion:

NEW SUBSECTION. 9. If a hearing is requestcd pursuvant to
secticon S515A.&, subsection 7, a filing shall not take effect
until thirty days after Eormal approval is given by the
cormissioner.

Sec. 21. Section 515A.16, Code 1993, is amended to read as
follows:

S15A.16 REBAPES-PROHIDITER PREMIUMS.

Re An agent shall not knowingly charge, demand, or receive
a prenium for any policy of insurance except in accordance
with the provisions of this chapter. Ne-insurer-or-employee
thereof;-and-no-agenty-shati-payy-atiewy-or-gives-or-atfer-to
payr-atiowr-or-gtver-directiy-or-indtrectiyy-as-an-inducement
to-tnsurance-or-after-insvrance-has-been—effectedy-any-rebater
discountz-abatement;-credit-or-redoction-of-kthe-premtum-named
tn-a-poitcy-of-insurancey-ar-any-specini-favor-er-advantage-tn
the-dividendn-or-other-beanefita-to-acerue-theresny-oc-any
vatvabie-consideration-or-inducement-whatever;-not-specified
tn-the-policy-of-insurance;-except-to-the-extent-previded-for
tn-an-appiteabie-filingr--No-insured-named-in-a-potiey-of
tnayrancer-nor-any-enpitoyee-of-such-insured-shatt-knowingty
receive-or-accepty-directliy-or-indirectiys-any-such-rebates
d!scnuntr—abatementf-credit—er—reduct&on—of—premtumf—or-any
such-apreinl-favor-or-advantage-or-vaiusble-consideration-or
tnducement

Hothtng-tn-this-section-ahall-be-construed-as-prohibiting
the-payment-of-corminstons-or-other-compensation-to-duty
ticenned-agentsr-nor-as-prohibiting-any-insurer-from-atiowing
or-retarntmg~to-itts-pacticipating-policyholders;-members-or
suhacriberay-dividendas-savings-or-unabsocbed-pramiam
depostta:--As-used-in-this-section-the-word-Binsurancel
incindes-suretyship-and-the-word-Upoiteyd-inciudes-bondr

Sec. 22, Section 515B.2, subsection 3, Code 1993, is
amended to read as follows:

3. a. "Covered claim" means an urpaid claim, including

one for unearned premiums, which arises out of and is within
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the coverage and is subject to the applicable limits of an

insurance policy to which this chaptec applies issued by an
insurer, i€ such ingurer becomes an insolvent insurer after
July 1, 1970, and one of the following conditions exists:

{1) The claimant or insured is a resident of this state at
the time of the insured event. Other than an individual, the
rtesidence of the claimant or insuted is the state in which its
principal place of business 1s located.

(2) The claim is eme a first party claim by an insured for
damage to property permanently located 1n this state.

b. "Covered claim" does not include any amount as follows:

(1) That is duve any reinsurer, insurer, insurance pool,
underwriting assocliation, or other group assuming iasurance
risks, as subrogation, contribution, or indemnity reccveries,
&r otherwise.

[2) That constitutes the portion of a claim that is within
an insured's deductible or self-insured retention.

{3) That is a claim for unearned premiun calculated on a
retrospective basls, experience-rated plan, or premium subject
to adjustment after termination of the policy.

[4) That is due an attorney, adjuster, or witness as fees
for services rendered to the insolvent insurer,

[5) That is a fine, penalty, interest, ot punitive or
exenplary damages.

(6) That constitutes a claim under a pollecy issued by an
insclvent insurer with a deductible or self-insured retention
of two hundred thousand dollars or more. However, such a
claim shall be considered a covered claim, if as of the
deadline set for the filing of claims against the insclvent
tnsurer of its liquidator, the insured is a debtor under 11
0.5.C. § 101 et seq.

(7} That would otherwise be a covered claim, but is an

obligstion to or on behalf of a person who hag a net worth., on

than that allowed by the guaramtee fund law of the state of
residence of the claimant, and which state has den:ced coverage
to that claiment on that basis.

S6v 4H
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(8) That is an obligation owed to or on behalf of an
affiliate of, as defined in section $21A.1, an insclvent
insurer,

Notwithstanding the subparagraphs of this lettered
patagraph, a petrson is not prevented from presenting a
noncovered claim to the insolvent insurer or its liguldator,
but the noncoveted claim shall not be asserted against any
othet person, including the persen to whom benefits were paid
or the insured of the insolvent insucer, except to the extent
that the claim is outside the coverage of the policy issued by
the insolvent insurer.

Sec., 23. Section 515B.17, Code 1993, is amended to read as
follows:

S15B.17 TIMELY FILING OF CLAIMS.

Hotwithstanding any other provision of this chapter, a
covered claim shall not include any claim filed with the
association after the final date set by the court for the
filing of claims against the insclvent insurer or its
receiver. However-the-association-may-waive-the-requirement
eF-this-section-when-in-ika-discretion-the-ciaim-was-not
timely-presented-due-te-circumstances-beyond-the-conkrol-of
the-person-having-the-ciaims

Sec. 24. Section 515C.7, Code 1993, iz amended to read as
Eollows:

515C.7 RATE~MAKING PROVISIONS.

Mortgage guaranty insurance shall be subject to the
provisions of chapter 535K 515F, for the purposes of tate
making.

Sec. 25. Section 51SE.10, Code 1993, is amendeé¢ by adding
the following new unnumbered paragraph:

NEW UNNUMBERED PARAGRAPH. A tisk retention group or
purchasing group cperating under this chapter shall be

considered a person totr purposes of chapter 607B.

Sec. 26. Section 521A.3, subsection 4, Code 1993, is
amended by adding the Ecllowing new paragraph:

NEH PARAGRAPH. c. The cormissioner may retain any
attornevs, actuaries, accountants, and other experts not
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otherwise a patt of the cormissioner's staff as ray be
reascnably necessary to assist the cormissioner in reviewing
the proposed rmecger of acquisition of control, the reasonable
cost of which shall be paid by the acquiring party.
Sec. 27. Section 571A.%, subsection 1, paragraph a,
subpatagraph (5), Code 1993, is amended to read as follows:
{5) After any materia) transaction with an affiliate and

after any dividends or distributions to shareholder
affiliates, the insuter's sucrplus as regards pelicyhclders
shall be reasonable in relation to the insurer's outstanding
liabilities and adequate to its fimancial needs.

Sec. 8. Section S21A.5, subsection 1, paragraphs b and c,
Code 1993, are amended to read as follows:

b. A domestic insurer and a pecson in its helding corpany
system shall not enter into any of the following transactions
between each other involving amounts equal tc or exceeding the
lesser of €ive three percent of the a nonlife insurer's
admitted assets or twenty-flve percent of the surplus as
regards policyholders with respect to nonlife insurers, and
equal to or exceeding three pecrcent of the insurer's admitted
assets with tespect to life insurers, each as of the next
preceding December 31, unless the domestic insuter notifles
the commissioner in writing of its {ntention to enter into the
transacticn at least thirty days prior te entering inte the
trapnsaction or within a shorter time permitted by the

commissioner and the commissiconer has not disapptoved of the
transaction within the tipe pericd:

[1) Sales.

(2) Purchases.

{3) Exchanges.

t4) Loans or extensicons of credit.

{5} CGuarantees.

{6) Investments.

(7)Y Loans or extensgions of credit to a person who is not
an affiliate, if the domestic insurer makes the loans or
extensions of credit with the agreement ot undetstanding that
the proceeds of the transactions, in whele or in substantial




flouse Pile 495, p. 13

part, are to be used to make lcans or extensions of credit to,
to purchase assets of, or to make investrents in, an affiliate
of the domestic insuter making the loans or extensions of
credit.

¢. A domestic insurer and a person in its holding conmpany
system shall not enter into any of the following transactionsg,
unless the domestic insuvrec notifies the commissioner in
writing of its intention to enter into the transaction at
least thirty days prior to entering into the transaction or
within a shorter time permitted by the comnissioner and the
commissioner has not disapproved of the tramsaction within the
time period:

[1) All reinsurance agreements which-itn-the-pggregate-wiii
or-may-require-as-considecation-the-net-transfer-of-anseta-to
or-by-the-domestic-insarer-in-an-amountr-as-af-the-next
preceding-becamber-3ir-exceeding-twenty-£ive-percent-of
statutory-surpius or nodifications to such aqreements in which

the reinsurance premium or a change in the insurer's
liabilities eguals or exceeds five percent of the insurer's
surplus as tegards policyholders, ans of the next preceding
December 31, including those agreements which may requite as
congideration the transfer of assets from an inavrer tc a

nonaffiliate, if an agreement or understanding exists between

the ingurer and nonaffiliate that any portion of such agsets
will be tranafercred to one or more affiliates of the insurer.
t2) All management agreements, secvice contracts, and all

other cost-sharing arrangements involving a8t lesst one-hal€ of
one percent of the insurer's sucplus as of the next preceding

(3} Any material transactions specified by rule which the
commissioner determines may adversely affect the interests of
the domestic insurer's pelicyholders,

Sec., 29. Section 521A4.5, subsection 2. Code 1993, is
arended by adding the following new parvagreph:

HEW PARAGRAPH. k. The quality of the compasny's earnings
and the extent t¢ which the reported earnings include
extracrdinary 1tems,
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Sec. 30, Section 521A.5, subsection 1, Ccde 1%92, is
arended by striking the subsection and lnserting in lieu
theceof the Eollcowing:

3. DIVEDENDS AND OTHER DISTRIBUTIONS.

a. A deomestic insurer may declare and pay dividends to its
shareholders only from earned surplus.

For the purposes of this paragraph, "eacned surplus” means

sutplus ag regards policyholders less paid-in and contributed

gutplus, and may include a fair revaluation of assets by the
board of directors that is reasonable under the circumstances.
Assets revalued by the board of directors cannot be included
in earned surplus until thicty days after the commissioner has
received notice of the revaluation and has approved the
tevaluation., The cormissioner shall apptove or disapprove the
tevaluation within thirty days after receiving notice of the
revaluation unless for good cause the commissioner extends the
approval period for an additicnal thirty days.

b, A domestic insurer shall not pay any extraordinary
dividend ot make any other extracrdinary distribution to its
shareholders until thirty days after the comrissicner has
received notice of the declaration of the dividend or
distribution and has not disapproved such payment within the
period, or until the time the commissioner has approved the
payment within the thitrty-day period.

Por purposes of this paragraph, an “extraordinary dividend
or disteibution” includes any dividend or distribution of cash
or other property, whose faicr market value together with that
of other dividends or distributions rade within the preceding
twelve montha exceeds the greater of the following:

(1) Ten percent of insurer's surplus as regards
poticyholders as of the thirty-first day of December next
preceding.

(2) The net gain from operations cf the insurer, if the
insurer is a life insurer, or the net investment income, if
the insurec is not a life insurer, for the twelve-month period
ending the thirty-firast day of December next preceding.
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An extraordinary dividend or distribution does not include
pro rata distributions of any class of the insuret's own
secutities.

<¢. A domestic insurer subject to registration under
section 521A.4 shall report to the commissioner all dividends
to shareholders within five business days following the
declaration of the dividends and not less than fourteen days
prior to the payment of the dividends, This report shall alsc
include a achedule setting forth all dlvidends or other
distributions made within the previous twelve months.

d. MNotwithatanding any other provision of law, a domestic
insurer may declare an extraordinary dividend or distribution
which is conditional upon the commisaloner's approval of the
dividend or distribution. Such declaration does not confer
any rights upon shareholders until the commissioner has
approved the payment of the dividend or distribution or the
cormissioner has not disapproved the payment within the
thirty-day period as provided in paragraph *b”".

Sec. 31. Section 521A.7. Code 1993, i3 amended to read as
follows:

521A.7 CONFIDENTIAL TREATMENT.

All information, documents and copies therecf obtained by
or disclosed to the commissioner or any cother person in the
coutse of an examination or investigation made pursuant to
section 521A.6 and all information reported pursuant to
section sections 521A.4 and 521A.5, shall be given
confidential treatrent and shall not be subject to subpoena
and shall not be made public by the commissioner or any other
person, except to insurance departments of other states,
without the prior written consent of the insurer to which it
pertains unless the commiasioner, after giving the insurer and
ite affillates who would be affected thereby, notice and
opportunity to be heard, determines that the interests of
policyholders, shareholders or the public will be served by
the publication theresf, in which event the commissioner may
publish all or any part thereof in such manner as the
cormisgioner may deem apptopriate.
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Sec. 32. Section 522.2, Code 1992, is amended to read as
follows:

522.2 TERM OF LICENSE.

A license is valid for one-yeae three years,

Sec., 33. WORKERS' COMPENSATION MARKET -- MORITORING. The
comrissiorer of insurance shall monitor the residual and
assigned risks mackets for workers' compensation coverage,
The commissioner shall monitor, at a minimum, the effect of
the residual and assigned risks markets on the volume of
coverage written in the voluntary matket.

Sec. 34. 1990 lowa Acts, chapter 1234, section 76, as
amended by 1991 Icwa Acts, chapter 213, section 35, and 1992
Iowa Acts, chapter 1162, section 51, is repealed.

HAROLD VAN MARNEN
Speaker of the House

LEONARD L. BOSWELL
President of the Senate
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is Xxnown as House Pile 495, Seventy-fifth General Assembly.
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Chief Clerk of the House
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