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1 An Act relating to the requlation of ilnsurance including

A BILL FOR

2 provisions concerning the disclosure of confidential

3 information, the standard valuation of certain 1lnsurance M
4 poiicies and contracts and annuities and endowments, and <he -‘\
5 disclosure of certain transactions of insurers domiciled in *

6 this state. N
7 BE IT ENACTED BY THE GENERAL ASSEMBLY QF THEZ STATE OF IOWA: Q‘
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505.17 CONFIDENTIAL INFORMATION.

information, administrative

NEW SECTION.
confidential

Section 1.

The disclesure of
or judicial orders which contain confidentiagl information, or
informaticn regarding other action of the division which is
not a pubiic reccrd subject to disclosure, to regulatory
officiais from this or other staces may be permitted by the
cormissioner provided that those officials are subiject to, or
agree to compliy with, standards of confidentiality comparable
to those imposed on the commissioner.
| 2. Section 508.36,
amended to read as follows:

1. RESFRVE VALUATION.

or cause tc be valued,

Sec. subsection 1, Code 1992, is

The commissioner shall annually

value, the reserve liabilities

therestnafter-catted-seservesy, referred to in this section as

reserves, for ail outstanding life insurance policies and
annuity and pure endowment contracts of every life insurance
company doing business in this state, exeepk-thab-in-the-case
of-an-alten-companyr-suen-velvarion-shati-be-timited-to-tts
Bnited-States-business; and may certify the amount of any such
reserves, specifying the mortality table or tables, rate or
rates of interest, and metheds—fiﬁg net level premium method
or other} methods used in the calculation of such reserves.

In calculating sueh the reserves, the commissioner may use
orcup methods and approximate averages for fractions of a year
or otherwise. Per-rhe-purnose-of-making-3such-valuatren-tne
commisztoner-may-empisy-a-competant-actuary-wao-snatt-se-nad

py-the-company-for-whicn-tne-service-is-rendereds-but-a

o ¥

omestic-company-may-Nste-sucn-vaiuation-and-tt-shati-be
Tecerved-by-the-ecommissiener-upon-satisfaerory-preci-of-its

lieuw of the valitcation of the reserves merpin

n

arrechrneuas ~n

required in this section of any foreigrn or alien company, the

COMNiIsSzi0ner may accept any va.zlatlor oe

e
b
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tne 1nsurance supervisory offl oz

n TUrisciciicn when such va.uaztion
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provicded for in this sectilon an
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the official of such state or jurisdiction accepts as
sufficient and valid for ail legal purposes the certificate of
valuation of the commissioner when such certificate states the
valuation to have been made in a specified manner according o
which the aggregate reserves would be at least as large as 1£
they had been computed in the manner prescribed by the law of
that state or 3surisdiction.

Any-sneh-company-watch-at-any-tire-shati-nave-adepeed-any
standard-of~vatvecion-nroducing-greater-agqregate-reserves
than~-+hese-carcurated-aceording~so-the-mintmum-standard-herern
provided-mayr;-witn-the-approvai-of-the-commisstoners-adept-any
tower-atandard-of-vatuation;-but-not-tewer-than-the-mirsumn
heretn-provided-

Sec. 3. Section 508.36, subsection 2, Code 1993, :is
amended by striking the subsection and inserting in lieu
thereof the following:

2. ACTUARIAL OQOPINION OF RESERVES. This subsection is
effective January 1, 1996.

a. GENERAL. A life insurance company doing busiress in
this state shall annually submit the written opinion of a
qualified actuary as to whether the reserves and related
actuarial items held in support of the policies and contracts
specified by the commissioner by regulation are computed
appropriately, are based on assumptions which satisfy
contractual provisions, are consiscent with prior reported
amounts, and are in compliance with applicablie laws of this
state. The comm:issioner shall define by rule the reguirementcs
and content of this opinion and add any other itews deemed to
be necessary.

. ACTUARIAL ANALYSIS OF RESERVES AND ASSETS SUPPORTING
SUCH RESERVES.

(1) Urliess exempted by rule, a 1ife 1nsurance company
shall also annually include in the opinion reguired by
paragraph "a", an opinicn of the same guaiiflied actuary as o

wherher the reserves ancé relarzed actuarial items heid in

-2




support of policies and contracts specified by the

commissioner by rule, when considered with respect to the
assets held by the company associated with the reserves and
related actuarial items, including, but not limited to, the
investment earnings on the assets and the considerations
anticipated to be received and retained under the policies and

e W ko

contracts, are sufficient for the company's obligations under

o« BESE S o

the policies and contracts, including but not limited to the
9 benefits under and expenses associated with the policies and
10 contracts.

11 {2} The commissioner may provide by rule for a transition
12 period for establishing any higher reserves which the

13 qualified actuary may deem necessary in order to render the
14 opinion required by this section.

15 c. REQUIREMENTS FOR ACTUARIAL ANALYSIS. An opinion

16 required by paragraph "b" shall be governed by the following

17 provisions:

18 (1) A memorandum, in form and substance acceptable to the .
19 commissioner as specified by rule, shall be prepared to

20 support each actuarial opinion.

21 {(2) If the 1nsurance company fails to provide a supporting
22 memorandum at the reguest of the commissioner within a period
23 specified by rule or the commissioner determines that the

24 supporting memorandum provided by the insurance ccmpany fails
25 to meet the standards prescribed by the regulations or is

26 otherwise unacceptabie to the commissioner, the commissicnrer
27 may engage a qualified actuary at the expense of the company
28 to review the opinion and the basis for the opinion and

29 prepare such supporting memorandum as is required by the

30 conmissioner.

3 d. REQUIREMENT FOR ALL OPINIONS. An ocpinion required

1

12 urder this section is governed by the following provisions:

Ly

{1} The opinicn stiall be submitted with the annual
statement refleching the valuation of such reserve liabilities

tor eachh year ending on or after December 31, 1935,

-3 -



(2) Tr=2 opirion shall appiy to all business in force,
inciuding individual and group health insurance plans, in form
and substance acceptapble to the commissioner as specifled by
rule.

(3) The opinion shall be based on standards adcpted IZrom
time to time Dy the actuarial standards board and on such
additional standards as the commissioner may by rulie
prescribe,

(4) In the case of an opinion requlred to be submitted by
a foreign or alien company, the commissioner may accept the
opinion filed by that company with the 1nsurance supervisory
official of another state 1f the commissioner delermines That
the opinion reasonably meets the requirements applicable to a
company domiciied in fhis stacte.

{5} For the purposes of this section, "guaiified actuary”
means a member in good standing of the American academy of
actuaries who meets the requirements of the commissioner as
specified by rule.

{6) Except in cases of fraud or willful misconducc, a
qualified actuary is not liable for damages to any person,
other than to the irnsurance company and <he ccmmissioner, for
any act, error, omission, decision, or concduct with respect to
the actuary's opinion.

(7) Disciplinary action which may be taken by the
commissioner acainst the company or tne gualified actuary
shall be definec in rules adopted by the commissioner.

(8) Any memorandum in support of the op:inicn, and any

other material provided by the company to the cemmissiconer 10

-t
3
[yl

connection with the opinion, shall be xep: confidential by
commissioner and shal! not be made public and shall not Dde
subject o subpoena, other than for tne puarpcse of defencing
an action seeking damages from any perscon by reason of any
action required by thls section or by rules adop:ied pursuan:t
to this sectizn, Netwithstanding tnls sudparagraph, th

memorandum or other material may be released by the
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commissioner if either of the following appiy:

(a) The commissioner recelves the written consent of the
company with which the opinion is associated.

(b} The American academy of actuaries requests that the
memorandum or other material is required for the purpose of
professional disciplinary proceedings and setting forth
procedures satisfactory to the commissicner for preserving the
conf:dentiality of the memorandum or other material. Once any
portion of the confidential memorandum is cited by the company
in its marketing, is cited belore any governmental agency
other than a state insurance department, or is released by the
company to the news media, all portions of the confidential
memorandum are no longer confidential,

3. COMPUTATIONS OF MINIMUM STANDARDS. Except as otherwise
provided in subsections 4, 5, and 12, the minimum standard for
the valuation of all such policies and contracts issued prior
tc July 1, 1994, shall be that provided by the laws in effect
immediately prior to such date. Except as otherwise provided
in subsections 4, 5, and 12, the minimum standard for the
valuation of all such policies and contracts shall be the
commissioner's reserve valuation methods defined in
subsections 6, 7, 10, and 11, five percent interest for group
annuity and pure endowment contracts and three and one-ha:if
percent interest for all other poiicies and contracts, or in
the case of policies and contracts, other than annuity and
pure endowment contracts, issued on or after July i1, 1974,
four percent interest for such policies 1ssued prior to
Jaruary 1, 1980, five and one-nalf percent interest for single
premium life insurance policies and four and one-half percent
interest for all ccther such poiicies issued on and after
canuary 1, 1980, and the Zollowing tables:

a. For all ordinary policies of life insurance issued on
the standard basis, excluding any disabiiity and accidental

deatn benefits in the pclicies, the folicwing:

{1} The commissioners 1941 standard ordinary mortality
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table for onolicies issued prior to the operative date of
section 508.37, subsection 5, paragraph "a".

(2) The commissioners 1958 stancdard ordinary mcrcalicy
table for such policies issued on or after the operative date
of section 508.37, subsection 5, paragraph "c", prcvided that
for any category of policies issued on female risks, ai:
modified net premiums and present vaiues referrec to in this
section may be calculated accerding Lo an age not more than
six years younger than the actual age of the insured.

(3} For poiicies issued on or after the operative date of
section 508.37, subsection 5, paragrapn "c¢", any of the
following:

(a) The commissioners 1980 standard ordinary mortallty
table.

{b) At the election of the company for any one or more
specified plans of life insurance, the comrissioners 1380
stardard ordinary mortality tabie with ten-year select
mortaiity factors.

(c) Any ordinary mortaliity table, adopted after 1980 by
the nationai association of 1nsurance comwnissioners, that is
approved by rule adopted by the commissiorer for use in
determining the minimum standard of valuation for such
policies.

b. Por all industrial life insurance pcl:icies issued on
the standard basis, excluding any disability and accidenta:
death benefirts in tne policies, the follcwing:

(1) For policies issued prior to the operative da:ze of
section 508.37, subsection 5, paragrapnh "b", the 1341 standard
industrial morzality table,

(2) For policies issued on or after the operative date of
section 508.37, subsection 5, paragrapn “b", the cocmmissicners
1961 szandard irndustrial mertality table, cr any industr:ial
mertality table adopted after 1980 by the rational asscce.ation
of Insurance commissicners, that 13 approved oy rule adopred

by the commissicner for use 1n determining the mininum
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standard of valuation for such policies.

c. T[or individual annuity and pure endowment contracts,
excluding any disability and accidental death benefits in such
policies the 1937 standard annuity mortality table or, at the
option of the company, the annuity mortality table for 1949,
ultimate, or any modification of either of these tables
approved by the commissioner.

d. For group annuity and pure endowment contracts,
exciuding any disability and accidental deatn benefits in such
policies, the group annuity mortality table for 1851, or a
modification of the table approved by the commissioner, or at
the option of the company, any of the tables or modifications
of tables specified for individual annuity and pure endowment
contracts.

e. For total and permanent disability benefits in or
supplementary to ordinary policies or contracts, the
following:

(1} FPor policies or contracts issued on or after January
1, 1966, the tables of period 2 disablement rates and the 1930
to 1950 termination rates of the 1952 disability study of the
soclety of actuaries, with due regard to the type of benefit,
or any tables of disablement rates and termination rates
adopted after 1980 by the national association of insurance
cormissioners and approved by rule adopted by the ccmmissioner
for use in determining the minimum standard of valuat:ion for
such policles.

(2Y For policies or contracts issued on or after January
1, 196:, and prior to January 1, 1966, either of the rables
identified under subparagraph (1), or at the option of the

company, the class (3) disabilizy table (1926).

{3) For poiicies issued prior to January i, 1961, the
class {3} disability table (1926).

A table used under this paragraph "e" shall, for active
iives, be combined with a mortailty tabie permitted for

calculating the rescrves for life insurance policies.
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f. For accidental deatn benefits in or supplementary to

icies, the following:

4

po

(l) For policies issued on or after January L, 1966, the
1359 accidental death benefits =able, or any accidental death
benefits table adopted afrer 1980 by the national association
of ingsurance comnmissioners and approved by rule adopted by the
comnissioner for use in deftermining t“he minimum standard of
valuation for such policies.

(2) For policies Issued on or after January 1, 1961, and
prior to January 1, 1966, either of tThe tables identified
under subparagraph (1), or at the option of the company, the
inter-company double indemnity mortality table,

{3) For policies lssued prior to January 1, 1961, the
intecr-company couble Indemnity mortality table.

A table used under this paragraph "£" srtall be combined
with a mortality table for calculating the reserves for life
lnsurance policies.

g. For group life insurance, life insurance issued on the
substandard basis, and other specia: benefits, tables approved
by the commtissionrer.

4. COMPUTATION FOR MINIMUM STANDARDS FOR ANNUITIES.

Except as provided in sybsection 5, the minimum stanrdard for
the valuation of all individual annulty and pure endowment
contracts issued on or afizer the operative date of this
subsection, and for all annuities and pure endowments
purchased on or after the operative date of this subsection
under group annuity and pure endowment contracts, sha.l be the
comnissioner's regerve valuation methods cdefined in
subsections 6 and 7, and the following tables and interes:
rates:

a. For individual annulty and pure endowrent contirac:s
1ssued pricr to January L, 1980, excluding any disapbility and
accicdental death bereflits 1n such contracts, octh of the
folicwing:

({l) The 1871 1ncividua. annulty mortality table, or any

-5 -
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modification of this table approved by the commissioner. .

(2) Six percent interest for single premium immediate
annuity contracts, and four percent interest for all other
individual annuity and pure endowment contracts.

b. For individual single premium immediate annuity
contracts issued on or after January 1, 1980, excluding any
disability and accidental death penefits in such contracts,
both of the following:

(1) One of the following tables:

{a) The 1971 individual annuity mortality table.

{b) An individual annuity mortality table, adopted after
1980 by the national association of lnsurance commissioners
and approved by rule adopted by the commissioner for use in
determining the minimum standard of valuation for such

contracts.

(c) A modification of the tables identified in
subparagraph subdivisions (a) and (b) approved by the .

commissioner.

(2) Seven and cne-half percent interest.

¢c. Por individual annuity and pure endowment contracts
issued on or after January 1, 1980, other than single premium
immediate annuity contracts, excluding any disapility and
accidental death benefits in such contracts, both of the
foilowing:

(1) Ore of the following tables:

(a) The 1971 individual annuity mortality tabple,

(b) &n individual annuity mortality table adopted after
1980 by the national association of insurance commissioners
and approved by rule adoptec by the commissicner for use in
determining the minimum standard cf va.uaticn for such
contrachs.

the
subparacraph subdivisicrs (a)
commissioner.

(2} Five and cne-haif percent interes:

_9_
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deferred onruity and pure endowment contracts and four and
one-half percent interest for all other such individual
annulty and pure endowmen: contracts.

d. For all annuities and pure endowments purchased prior
to January i1, 1980, under group annuity and pure endowment
contracts, exciuding any disability anc accidental death
benefits purchased under such c¢ontracts, poth of the
following:

{1) The 1971 group annuity mortality table or any
modification of this table approved by the commissioner.

{2) Slx percent interest.

e. For all annulties anrd pure endowments purchased on or
after January 1, 1980, under group annuity and pure endownent
contracts, excluding any disabilizy and accidental death
benefits purchased under such contracts, both of the
following:

(1) One of the following tables:

(a) The 1971 group annuity mortallty table.

(b) A group annuity mortality table adcpted after 1980 by
the national associaticn of inscrance commissioners and
approved by rule adopted by the commissioner for use in
determiring the minimum standard of valuation for such
annuitlies and pure endowments.

(c)y A modification of the tabies i1denzified in
subparagrapht subdivisions (a) and (b) approved by thre
commlssioner,

(2) Seven and one-half percenz Interest.

after July 1, 1973, a company may flle witp the
commissioner a written notice of its election to comply with
the provisions of this subsection after a specified carte
before January 1, 1979, whick skall be the coperative date of
this section for such companv, provided, if a company nakes no
election, =he effective daze 0f this section fcor a company is
Januarzy 1, 1979.

5. COMPUTATION QOF MINIMUM STANDARD BY CALZINDAR YZAR OF

_lo_
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ISSUE,

a. APPLICABILITY OF THIS SUBSECTION, The calendar year
statutory valuatlion interest rates, as defined in this
subsection, shall be used in determining the minimum standard
for the valuation of all of the following:

(1) All life insurance policies issued in a particular
calendar vyear, on or after the operative date of section
508.37, subsection 5, paragraph "¢".

(2) All individual annuity and pure endowment contracts

—

issued 1n a particular calendar year on or after January 1,
1995.
(3) All annuities arnd pure endowments purchased in a

-
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particular calendar year on or after January 1, 1995, under
group annulty and pure endowment contracts.

(4) The net increase, if any, in a particular calendar

L S
[oa TN & s TR~ S P RN N

vear on or after January 1, 1995, in amounts held under

[y
i

guaranteed interest contracts.
o. CALENDAR YEAR STATUTORY VALUATION INTEREST RATES.

(1) The calendar year statutory valuation interest rates,

18
19
20

referred to in this paragraph as "I", shall be determined as

yS]
b

follows and the results rounded to the nearer one-quarter of

one percent:

2 k2
wo ko

{a) For life insurance,
W

I equals .03 + W(RL - .03) + W (R2 - .09),
where Rl is the lesser of R and .09, R2 is the greater of R
and .08, R is the reference interest rate defined in paragrapn
"d" of this subsection, and W is the weighting factor defined
ln paragraph “c" of this subsection.

(b) For single premium immediate annui-ies and for annuity

benefits involving life contingencies arising from other

[ e o Y & e« N e = AV A -9

nuities with cash settlement opticns and from guaranteed
contracts with sh settiement ¢ptions,
.02

the ! d .09, R2 1s the greater of R
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ané .09, R 1s the reference Llnterest rate cefined in paragraph
"d" of this subsection, and W is the weighting factor defined
in paragraph "c" of this subsection.

(c) For other annuities wilth cash settlement options and
guaranteed interest contracts with cash settlement options,
valued on an issue year basis, excepi as stated in
subparagraph subdivision (b}, the formula for life insurance
stated in subperagrapn subdivision (a) applies to annuities
and guaranteed interest contracts with guarantee durations in
excess ¢f ten years, and the formula for single prerium
lmrediate annuities stzated 1n subparagraph subdivision (b)
appiles to annuities and guaranteed lnterest contracts with
guarantee durations of ten years or less.

{d) For other annuiltles with no cash settlement opt:ions
and for guaranteed interest contracts with no casnh settlement
options, the formula for single premium inmediate annuities
stated in subparagrapnh subdivision (b) applies.

(e) Tor other annuizies with cash set:ilement options and
guaranteed lnterest contracts with cash settlement options,
valued on a charge in fund basis, the formu.a for single
premium immediate arnuities stated 1n subparagraph subdivision
{b) applies.

(2) However, if the caiendar vear statutory valuation
interest rate for any life insurance policies issuec :n any
calendar year determined under subparagraph (i), subparagrap?
subdivision (a) without reference tto this sentence differs
from the corresponding actual rate for similar poiicies issued
irn the immediately preceding calendar year by iess thar one-
nalf of one percent, the calendar year statutory valiuation
interest rate for the life insurance policies is egua. to the
corresgonding actual rate for the irmecdlately preceding
calendar vyear. For purposes <f applying the i1mmediately
preceding senterce, the calendar vear stazutory vaiuation
interest rate for life 1nsurance policies Issced 1n a calendar

vear snall be determined £5: 1980, using the refarence




interest rate defined in 1979, and shall be determined for .
each subsequent calendar year regardless of the operative date

-

of section 508.37, subsection S, paragraph "c".

¢. WEIGHTING PACTORS.

(1) The weighting factors referred to in paragraph "b" are
given in the following tables: |

(a) Weighting Factors for Life Insurance:

Guarantee Duration (Years) Weighting Factors

10 or less .50

More than 10, but not more than 20 .45

More than 20 .35

For life insurance, the guarantee duration 1s the maximum

—
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number of years the life insurance can remain in force on a

—
[ VU R 6

basis quaranteed in the policy or under options to convert to

—
N

plans of life insurance with premium rates or nonforfeiture
values or both which are guaranteed in the original pclicy.
(b) The weighting fac ors for single premium immediate
annuities and for annuity benefits involving life .

contingencies arising from other annuities with cash

L I T
Lo B to B¢ B =2

settlement options and guaranteed interest contracts with cash

Settlement options is .80.

(ST L]
LS

(c) Weighting factors for other annuyities and for

hJ
(o)

guaranteed interest contracts, except as stated iIn

N
=Y

subparagraph subdivision (b)), shall be as specified in

3]
(%,

subparagraph subdivision parts (i), (ii) and (iii} of this

o
(o2

subparagrapn subdivision, according to the rules and

b
-~

definitiong in subparagraph subdivision parts (iv), (v}, and

o
(o]

(vi) of this subparagraph subdivis:ion:
29 (1) For annuities and guaranteed interest contracts valued

30 on an 1ssue year pasis:

31 Weighting Factor

32 for 2ilan Type

35 Suarantee Duration {Years) a B C

3% 5 or less .80 .50 .59
5 More than 5, but rot more than 10 .78 .60 .50
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More than :J, bu%* not more than 20 .65 .50 .45
More than 20 .45 .35 .35
(ii) For annuilties and guaranteed iInterest contracts
valued on a change in fund basis, the factors shown In
subparagraph subdivision part (i) of this subparagrapn
subdivision increased by:
Plan Type
A B C
.15 .25 .05
(ii1) For annulties and quaranteed interest contracts
valued on an issue-year basis, other than those with no cash
settlement options, which do not guarantee interes: on
considerations received more than one year after lssue or
purchase and for annuitlies ané guaranteed interest contracts
valued on a change in fund basis which do not guarantee
interest rates on considerations received more than twelve
morths beyond the valuation date, the factors shown in
subparagraph subdivision part (i) of this subparagraph
subdivision or deriveé in subparagraph subdivision part (:i1)
of this subparagrapt subdivision increased by:
Plan Type
A B C
.05 .05 .05
(iv) For other annuities with cash set-tlement options and
guaranteed interest contracts with cash settlement options,
the guarantee cduration is the nuymber of years for which the
contract guarantees :interest rates 1n excess of the calendar
year statutory valuaticn Interest rate for life lnsurance
policlies with guarantee durations 1in excess Of twenty years.
Pcr other annuities with no cash settlement options and for
guaranteed interest contracts with no cash sett:ement options,
“he guarantee duration is the number of years from the dave of
1ssue or date of purchase to the date annuity bernefizs are
screduiled to commence.

{v) "Plan type", as used in subparagrapnh subdivision parts
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(1), {(11), and (i1ii) of this subparagraph subdivision, 1s
defined as follows:

"Plan Type A": At any time, the policyholder may withdraw
funds only with an adjustment to reflect changes in interest
rates or asset values since receipt of the funds by the
insurance company, or may withdraw funds without that
adjustment but in installments over five years or more, or may
withdraw funds as in immediate life annuity; or no withdrawal
1s permitted.

"Plan Type B": Before expiration of the interest rate
guarantee, the policyholder may withdraw funds only with an
adjustment to reflect changes in interest rates or asset
vaiues since receipt of the funds by the insurance company, or
may withdraw funds without that adjustment but in installments
over five years or more; or no withdrawal is permitted. At
the end of interest rate guarantee, funds may be withdrawn
without adjustment in a single sum or installments over less
than five years.

“Plan Type C": The policyholder may withdraw funds before
expiration of interest rate guarantee in a single sum or
installments over less than five years either without
adjustment to reflect changes in interest rates or asset
values since receipt of the funds by the insurance company, or
subject only to a fixed surrender charge stipulated in the
contract as a percentage of the fund.

{vi) A company may elect to value guaranteed interest
contracts with cash settlement options and annuities with cash
settlement options on either an issue-year basis or on a
change-in-£fund basis. Guaranteed interest contraczs with no
cash settlement options and other annuities with no cash
settliement options must be valued on an issue-year basis. As
used 1n this section, an issue-year basis of valuation refers
to a vaiuation pasis under which the interest rate used to
determ.ine the minimum valuation s=and fcr the entire

duration of the annuity or guarantee
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calendar year valuartion interest rate for the year of issue or
year of purchase of the annulty or guaranteed interest
contract, and the change-in-fund basis of valuation refers to
a valuation basis under which the interest rate used to
determine the minimum valuation szandard appiicable to each
crange 1n the fund held under the annuity or guaranteed
interest contract 15 the calencar year valuation interest rate
for the vear of the change in the fund,

d. REFERENCE INTEREST RATZ. The reference interest rate

referred to in paragraph "b" is defined as follows:

(L) Por all life :insurance, the lesser of the average over
a period of thirty-six months and the average over a period of
twelve months, ending orn June 30 of the calerndar year nex:
preceding the year of 1ssue, cf the monthiy average of the
composite yield on seasoned corporate bonds, as publisned by
moody's investors service, inc.

(2) For singile premium immediate annuities and for annuity
benefitcs involving life contingencies arising from other
annuities with cash settlement oprions and guaranteed interest
contracts with cash settlement oprions, the average over a
period of twelve months, ending on June 30 of the calendar
year of issue or year of purchase, of the monthly average of
the composite yield on seascned corporate bends, as published
by moody's investors service, inc.

{3) For otner annuities with cash sertlement options and
guaranteed interest contracts with cash sett.ement options,
valued on an lssue-year basis, except as stated In
subparagraph (2), with guarantee duration in excess Of ten
years, the lesser of the average over a period of thirty-six
months and the averace over a period of twelve months, ending
on Sune 30 of the calencdar year of 1ssue or purchase, of tne

ronthly average 2L the compcsite vi on seassneqd cornorate

G
Lers serv.ce, 1nc.

.
o)

e
pornds, as publisned by moody's inves
(4} Tor otrher annuitles with cas

guaranrteed interest contracts with ¢
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valued on an issue-year basis, except as stated in
subparagrapn (2), with guarantee duration of ten years or
less, the average over a period of twelve months, ending on
June 30 of the calendar year of issue or purchase, of the
monthly average of the composite yield on seasoned corporate
bonds, as published by moody's investors service, inc.

(S) For other arnuities with no cash settlement options
and for guaranteed interest contracts with no cash settlement
options, the average over a period of twelve months, ending on
June 30 of the calendar year of issue or purchase, of the
monthly average of the composite yleld on seasoned corporate
bonds, as published by moody's investors service, inc.

(6} For other annuities with cash settiement options and
guaranteed interest contracts with cash settlement options,
valued on a change-in-fund basis, except as stated in
subparagraph (2), the average over a period of twelve months,
ending on June 30 of the calendar year of the change in the
fund, of the monthly average of the composite yield on
seasoned corporate bonds, as published by mcody's investors
service, inc.

€. ALTERNATIVE METHOD FOR DETERMINING REFERENCE INTEREST
RATES. In the event that the monthly average of the composite
yleld on seasoned corporate bonds is no longer published by
moody's investors service, inc., or in the event that the
national association of insurance commissioners determines
that the monthly average of the compesite vield on seasoned
corporate bonds as published by moody's investors service,
inc. is no longer appropriate for the determiration of the
reference interest rate, an alternative method for
determination of the reference interest rate, which is adopted
ny the national assoclation of insurance commissioners and
approved by rule adopted by the commissicner, may be
subst.tuted.

5. RESERVZ VALUATION MEITHOD -- LIFE INSURANCE AND
ENDOWMENT B3ENEFITS.
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a. Excapt as otherwise provided in subsections 7, 16, and
12, reserves caiculated according to the commissiorer's
regserve valuation metnod, for the life insurance and endowment
benefits of policies providing for a uniform amount of
lnsurance and requiring the payment of uniform premiums, shall
be the excess, (f any, of the present value, at the date of
valuation, of future guaranteed berefits provided for by such
policlies, over the present value, at the date 0of valuation, of
any future modified net premiums for such poiicies. The
modified net premiums for such policy 1s tne unliornm
percentage of the respective coniract premiums for the
beneflts such that the present vaiue, at tne date of issue of
the policy, of all modified net premiums shall be eguai to the
sum 2f the present vaiue, at the date of valuatien, of such
benefits provided for by the pclicy and the excess of the
amount determired in subparagraph (1) over the amount
determined in subparagraph (2), as follows:

{l1) A net level annual premium equal to the present valce
at the date of issue, of the benefits provided for after the
first policy year, divided by the present value at the date of
issue, of an annuity 2f one per annum payable on the first,
and each subsequent, anniversary of the policy on which a
premium falls dve. However, the ret level annual premium
snail not exceed the net level annual premium on the nireteen-
vear premium wholie life plan for Iinsurance of the same amcunt
at an age one year more than the ace of the insured at Issue
of the policy.

(2) A net one-year ternm prenrium for the beneflts provided
for in the first policy year.

v. However, for a life insurance poliicy issued con or after

January 1, 1998, for which the contract premium in the first
policy year exceeds that of the seconc year and for which ne
comparable additicnal benefit is provided in the first vear

Y

e
for such additioral premium and wnich provides an endowment
C

beneflt or a cash surrender vaiue or a cowmbination of su

_.18_
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henefit or value in an amount greater than the additional
premium; the reserve according to the commissioner's reserve
valuation method as of any policy anniversary oc¢curring on or
before the assumed ending date defined as the first policy
anniversary on which the sum of any endowment benefit and any
cash surrender value then available is greater than such
additicnal premium shall be, except as otherwlise provided in
subsection 10, the greater of the reserve as of such policy
anniversary calculated as described in paragraph "a" and the
reserve as of such policy anniversary calculated as described
in paragraph "a", but with the following modifications:

(1) The value defined in paragraph "a" being reduced by
fifteen percent of the amount of such excess first year
premium.

(11) All present values of benefits and premiums being
determined without reference to premiums or benefits provided
for by the policy after the assumed ending date.

(111} The policy being assumed to mature on such date as
an endowment.

(1v) The cash surrender value provided on such date being
considered as an endowment benefit.

In making the above comparison the mortality and interest
bases stated in subsections 4 and 5 shall be used.

c. Reserves according to the commissioner's reserve
valuation method shall be calculated pursuant tc a method
consistent with this subsection for all of tne following:

(1) Life insurance poclicies providing for a varying amount
of insurance or requiring the payment of varying premiums.

(2) Group annuity and pure endownent ccntracts purchased
under a retirement plan or plan of deferred compensation
established or maintained by an empicyer, including a
partnership or sole proprietorship, or by an employee

organization, or by both, other than a pian providing

p

individual ment acccunts

P~

tndividual retirements

rr
po
'
O

e or
anauities under secrion 408 of the Internal Revenve Code.

n
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1 {3) <.s3ability and accidental death benefits in ail
2 policies anc coniracts.
3 {4) All other benefits, except life insurance and

4 endowment penefits in life insurance policies and penefits

53 provided by all other annuity and pure endowment contracts.

6 7. RESERVI VALUATION METHOD -- ANNUITY AND PURE ENDOWMENT
7 BENEFiTS. This subsection appiies to all annuity and pure

8 endowment contracts other than group annuity and pure

9 endowment contracts purchased under a retirement pian or pian
10 of deferred compensation established or maintained by an

11 employer, inciuding a partnersnip Or sole proprietorship, or
12 by an employee organization, or by both, other than a plan

i3 providing individual retirement accounts or individual

14 retvirement annulitzies under seciion 498 of the Internal Reverue
15 Code.

-6 Reserves according to the commissioner's annuity reserve

17 method for beneflts uncder annuity or pure endowment contrac:s,

18 excluding any disability and accidental death benefizs in such
19 contracts, shall be the greatest of the respective excesses of
20 the present values, at the date of valuazion, of =zhe future

2.1 guaranteed benefits, inciuding guaranteed ncnforfeiture

22 berefits, provided for by stch contracts at the end of each

23 respective contract year, over the present value, at the da:e
24 of valuation, of any future valuation considerations derived
25 from future gross considerations, required by the terms of

26 such ccntract, that beccme payable prior to the end of sucn

27 respective contract year. The future guaranteed benefits

28 shall be determined by using the mertaii:ty table, if any, and
29 the interest rate or rates, specified ir such contracis for

30 determining guaranteed benefits. The valuation considerations

3L are the portions of the respective gross considerations

32 applied tnder the terms 0f such contracts o determine

33 nonforfeilture values, '

34 3. MINIMUM RISERVES.

35 a. & company's aggregate reserves for ail Life insurance
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policies, excluding disability and accidental death benefits,
the operative date of section 508.37, shall not te less than
the aggregate reserves calculated in accordance with the
methods set forth in subsections 6, 7, 10, and 11, and the
mortality table or tables and rate or rates of interest used
in calculating nonforfeiture benefits for such policies.

b. A company's aggregate reserves for all policies,
contracts, and benefits shall not be less than the aggregate
reserves determined by the qualified actuary to be necessary
to render the opinion required by subsection 2,

9. OQPTIONAL RESERVE CALCULATIQON. Reserves for all
peclicies and contracts issued prior to the operative date of
section 508.37, may be calculated, at the option of the
company, according to any standards which produce greater
aggregate reserves for all such policies and contracts than
the minimum reserves required prior to July 1, 1994,

Reserves for any category of policies, contracts, or
benefits, as established by the commissioner, issued on or
after the operative date of section 508.37, may be calculated,
at the option of the company, according to any standards which
produce greater aggregate reserves for such category tnan
those calculated according to the minimum standard as provided
in this section, but the rate or rates of interest used for
policies and contracts, other than annuity and pure endowment
contracts, shall not be higher than the corresponding rate or
rates of interest used in calculating any nonforfeiture
penefits as provided in this section.

A company which at any time adopts a standard of valuation
producing greater aggregate reserves than those caiculated
according to the minimum standard as provided in this section
may adopt, with the approval of the commissioner, any lower
standard of valuation, not to be lower than the minimum as
provided in this section, provided, however, that, for
ourposes of tnis section, the nolding of additional reserves

previously determined by a quaiified actuary to be necessary

__21-.
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TO render tne opinion requirved Dy subsectlon 2 shall noi be

deemed to be the adoprion of a nigher standard of valuation.

10. RESERVE CALCULATION -- VALUATION NET 2PREMIUM EXCCEDING
THE GROSS PREMIUM CHARGE.

a. If in any cortract vear the gross premiun char¢ed by a
iife insurance company on a policy or contract is less than
tne valuation net prenmium for the policy or contract, as
caiculated by the wmezhod used in calcuiating the reserve for
5iCh DOlicy or contfact but using the minimum valuation
standards of meorvality and rate of interest, the minimum
reserve reguired for such policy or contract s the greater of
either the reserve ca.cu.ated according Lo the<mortalit'
table, rave of Ilnteresth, and me:ihod actuallyﬂgséd for sucn

pclicy or contrac:z, or the reserve calculated by the method

actualiy used for such policy or contract put using :tne
vinimum valuation standards of mortaiity and rate of 1

]
et
o}
r
oo
U‘I
.t

and replacing the valuation ne%t premium by the actual gros
premium in each contract year for which the valuationn net
premium exceeds the actual gross premium. The minimun
valuation standards of mortality and rate of interest referred
to in thig section are those standards established in
subsections 4 and 5.

b. However, for any life insurance policy issued on or
afrer Jaruary 1, 1998, for which the gross premium in the

first pelicy year exceeds thar of the second vear and for

('f

which no comparabie ad ral benefit is provided 1n the
first year for such excess and which provides an endownent
benefit or a cash surrender walue, or a combinaticn of such
berefic and value, In an amount greater thar the excess
premium, the provisions of paragrapn "a" apply as 1f the
metnod actually usec in calcuiating the reserve IDr 3uch
pclicy is the method establisrned in subsection 6, exciluding

naragraph "b" of tfhait zubsecticn. The minimum reserve SI the

: 3 T ey e PR
anniversary s£hall Do The gresater oo oLhe

sevwve calcuiated purscant to subsegulon § and Tne
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minimum reserve caicuiated ia accordance with this subsection. .

il. RESERVE CALCULATION -- INDETERMINATZ PREMIUM PLANS.

In the case of any pian of life insurance which provides for
future premium determination, the amounts of such premium
which are to be determined by the insurance company based on
estimates of future experience, or in the case of any pian of
l1ife insurance or annulity, the minimum reserves of which
cannot be determined by the methods established in subsections
5, 7, and 10, the reserves which are held under the plan must
be appropriate in relation to the benefits and the pattern of
premiums for that plan, and shall be computed by a method
which is consistent with this section, as determined by rules
adopted by the commissioner.

12. MINIMUM STANDARDS ¥OR HEALTH {DISABILITY, ACCIDENT,
AND SICKNESS) PLANS. The commissioner shall adopt rules
containing the minimum standards applicable to the valiuation
of nealth, disability, and sickness and accident plans.

Sec. 4. Section 52iC.2, subsection 8, paragraph c, Code .
1993, 1s amended to read as follows:

€. An underwriting manager who, pursuant to ccntrackt,
manages all or part of the reinsurance operaticns of the
reinsurer, who is under ccmmon control with the reinsurer,
subject tc chapter 521A relating to tne regulation of
insurance holding company systems, and who is not compensated
vased upon the volume of premiums written.

Sec. 3. Secticn 521C.:i11, Code 1992, is amended to read as
follows:

521C.11 PENALTIES AND LIABILITIES.

l. A reinsurance lntermedlaryr-insgrery-er-rernsurer Or

cther pergon found by the commissioner, after a hearing

conduacted in accordance with chapter 17A, to be-inm-visratien

o€ have net materially complied with & provisicn of this

chanter 1s subject to orne or more of the following:
r

3
fu

-

each separate vicliation, a civil penaity

amoun®t act exceeding ewen [ive cusand dcliars.
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b. Revocation or suspension of the licenge of the
reinsyrance intermediary,

er--ff-a-viotatton-was-cow ted-by-the-reinsurance
%ﬂtermedéaryy—a*eiv%%~act16ﬁ—bretg.: sy-tre-comrrssione

stekiag-réstteurcren-by-che-reinstrance-ineermedrary-ao-cae

¢4
L3 1
|
¢
rin
t
¥
phe
o

iﬁsarer7—?e%ﬂscrefT-rehabi%itat®r7—or—iéqc%éat
fasurecs-or-rernsnrar-for-the-npb-tossea-inenrred-pdy-the
IAsRrer-Sr-reirsurer-attribotanie-co-tae-viotarions

If thencommi§$ione; findsz that aucn nonuomo‘zance has

ey

resulted n a ‘css or damage to the insurer or reinsurer, th

a
comrissioner may bring a civil action on behaif of the insurer

or reinsurer, and the policyhoiders and creditors of the

insurer or re.nsurer, seaxking the recovery of compernsatory

damages for the benelic of the insurer gr reingurer, anc the

policynolders and creditors of the insurer or reinsurer, or

secklng otner relilef as aporopriate.

{f an order of repabilitation or liquidation has been
entered pursuant to chapter 507C, and the receiver apocinted

ieternines that the reinsurance intermecdiary

Y e
ny other person has not materially complied with &

a
provision of this chapter and such noncempilance has resulted

1N a loss or darage to the insurer or reinsurer, the receiver

may bring a civil action on benail of the insurer Or reinsurer

seeking the recovery of damages for the beneflt of the insurer

ot _reinsurer, Or seeking other appropriate sanction or rellef.

2. A decisicon, determination, or orcder of the commissioner
made or entered pursuant to subsection 1 is subiject to
udlcial review pursuant to chapter 17A.

3. This section does not affect the right of the
commissioner to impose any other penalties provided in this
subtitle.

4. This chapter shal:i not In any manner limit cr r

nts of pecliicyholders, ciaimants, creditors, or

Tt
¥
19
-
-
LfJ

vhird parties, cor ccrnfer any righzs to Such persons,
Se

r
NEW SZCTION. 521D0.1 TITLE.

_24_
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Tnis chapter shall be known and may be cited as the
"Discicsure of Material Transactions Act”.
Sec. 7. NEW SECTION. 521D.2 REPORT.

1. An insurer domiciled in this state shall file a report

with the commissioner disclosing material acquisitions and
dispositions of assets, or material nonrenewals,
cancellaticns, or revisions of ceded reinsurance agreements
uniess such acquisitions and dispositions of assets, or
mraterial nonrenewals, cancellaticns, or revisions of ceded
reinsurance agreements nave been submitted to the commissioner
for review, approval, or information purposes pursuant to
other provisions of this subtitle or pursuant to other
requirements. The report shall be filed not later than
fifteen days after the end of the calendar year in which the
material acquisition or disposition of assets, or material
nonrenewal, cancellation, or revision of ceded reinsurance
agreements occurs,

2. The insurer shall also file a copy of the report
required to be filed with the commissioner pursuant to
subsection 1, including any exhibits or other attachments
filed as part of the report, with the national association of
insurance commissioners.

3. All reports obtained by or disclosed to the
commissioner and the national association of insurance
commissioners pursuant to this chapter are confidential and
shall not be subject to subpoena and shall not be made public
by the commiss:ioner, the naticral association of insurance
comuissioners, Or any other person without the prior written
consent of the insurer to which it pertains, unless the
commissioner, after giving such insurer notice and providing
an opportunity to be heard, determines that the interest of
pelicyholders, shareholders, or the publiic will be served by
the pubilcation or disciosure of the repor%, in which event
the commissioner may publish or disclose all oy any par: of

the repcort as deemed appropriate.

_25_.
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Notwit..standing this subsection, the commissioner or the

nacional associatlion of insurance commissioners may provide

the repor: to the insurance reguiatory agencles of other

states.
Sec., B. NEW SECTIQg. 52:D.3 REPORT OF ACQUISITION AND
DISPOSITION OF ASSETS —-- INFORMATION REQUIRED -- SCOPE.

1. An acquisition or disposition of assets need not be
reported pursuant Lo section 521D.2 if the acquisition or
disposition is not materlal. For purposes oI this chapcer, a
material acguisition, or the aggregate of anv series of
related acquisitions, Or a cisposition, or the aggregate of
any series cf related dispositions, during any thirty-day
period, s one that is nonrecurring, 1is not In the ordinary
course Of business, and involives more than five percent of the
réeporting insurer's total admitted assets as reported in lts
nost recent statuzorv statement filed with the iInsurance
division of the insurer's state of domicile.

2. Tor purposes of this chapier, an asset acguisiticn
includes every purchase, lease, exchange, merger,
consolidacion, succession, or other acquisition, other than
the construczion or develcopment of real property by or for the
reporting insurer or the acguisition of materials for such
purpose. For purposes of this chapter, an asset disposition
inciudes every sale, lease, exchange, merger, consolidation,
mortgage, hypothecation, assigament, wrether for the benefit
of creditors of otrherwise, abandonmen:=, destrucrion, or cther
dispositiorn,.

3. A report of a material acquisition or dispositicn of
assets shall include all of :the ZIollewing:

a. Date of the transaction.

b. Manner of the acqguisition or dispositlon.

c. Description of the assets Involived.

d. Nature and amount of the consideration giver or
rece.vea.

e. Purpose cI, or reason for, the transaction,
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£. #™Manner by which the amount of consideration was
determined,

g. Gain or loss recognized or realized as a result of the
transaction,

h. Name or names of the person or persons from whom the
assets were acquired or to whom they were disposed.

4. An insurer is required to report material acquisitions
and dispositions on a nonconsolidated basis unless the insurer
is part of a consolicdated group of insurers which utliiizes a
pooiing arrangement or one hundred percent reinsurance
agreement that affects the solvency and integrity of the
insurer's reserves, and such insurer ceded substantially ail
of 1ts direct and assumed business to the pool. An insurer is
deemed to have ceded substantially all of its direct and
assumed business to a pool if the ilnsurer has less than one
million dollars total direct plus assumed written premiums
during a calendar year that are not subject to a pooling
arrangement, and the net income cf the business not subject to
the peooling arrangement represents less than five percent of
the insurer's capital and surpius.

Sec. 9. NEW SECTION. 521D.4 REPORT OF NONRENEWAL,
CANCELLATION, REVISICON OF CEDED REINSURANCE AGREEMENTS --
INFORMATION REQUIRED -- SCOPE.

1. A nonrenewal, cancellation, or revision of a ceded

reinsurance agreenent need not be reported pursuant Lo section
52iD.2 if the nonrenewal, cancellation, or revision 1s not
material. For purposes of this chapter, a material
nonrenewali, cancellation, or revision of a ceded reinsura:nce
agreement 1s cne tha: does the following:

a. FPor property and casualty business including accident
and health bpusiness when written as such, affects more than
fifty percent of an insurer's ceded written premium on an
annualized basis as indicated in the insurer's most recently
filed statutory starement.

o. For life, annuity, and accident and nealth business,
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affects more than fifsy percent of the tozal reserve credit

Zor business ceded on an annualized basis as indicated

w N
T
DJ .
=
1
p

in the insurer's most recently filed statuiory statement.

T
o
n,

Notwithstanding subsectiorn 1, a filing ls not require

if the insurer’s ceded written premium represents, on an

N
'

annuaiized basis, less than tern percent of direct plus assumed
written premium, or the total reserve credit taken for

business ceded représents, on an annualized basis, less than

woom o] h

ten percent of che statutory reserve requirement prior to any

-
<

cession.

e 3. A report regulred to be filed pursuant to thils chaprter
12 1s to be filied regardiess ¢f «who has irnitiated the nonrenewal,
13 canceliation, or revision of the ceded reinsurance agreenent
14 whenever one or more of the fcilowing conditions ex1ist:

15 a. The entire ceéssion has been cance.ed, nonrenewed, or

16 revised and ceded indemnity and loss adlustment expense

:7 reserves, after any nonrenewa., cancellation, or revision,

18 represent 1ess than {ifty percent of the comparab.e reserves

19 that wouid have been ceded had the nonrenewal., cancelliatlon,

20 or revision not occurred.

21 b. An authorized or accredited reinsurer has been replaced

22 on an existing cession by an unauthorized reinsurer.

23 ¢c. Collateral reqguiremerts previously established for

24 unauthorized reinsurers have been reduced.

25 4. A report of a material nonrenewa., cancellation, Or
revision of a ceded reinsurance agreement reguired tc de f£iled

27 shall {include all of the folliowing:

28 a. The effective date of the nonrenewal, cancelliation, or

29 revision.

30 b. The description of the tramsaction including the

311 identification of the initiator ©f the transaction.

32 c. The purpcse 0f, or reascn for, the transaction.
r

e
33 d. The identity of tne replacement reinsurers, :if

34 appiicable.

35 5. Ingurers are reguired to report ail material

~-28-
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nonrenewals, cancellations, or revisions of ceded reinsurance
agreements on a nonconsolidated basis unless the insurer is
part of a consolidated group of insurers which utilizes an
intercompany pooling agreement or arrangement or a one hundred

percent reinsurance agreement under which the ceding company

has ceded substantially one hundred percent of its direct and
assumed business tco a pool. An insurer is deemed to have
ceded substantially one hundred percent of its direct and

assumed business to a pool if the insurer has less than one

[

million dollars of total direct plus assumed written premiums

H OO W~ s W

during a calendar year that are not subject to the pooling

[

agreement or arrangement and the net income of the business

]
(W N

not subject to the pooling agreement cr arrangement represents

[
ey

less than five percent of the insurer's capital and surplus.
If a group of insurers reports on a consolidated basis, the

report shall identify the individual insurers that are members

15
16
17

of the group.

-

EXPLANATION

-

This bill relates to insurance regulation and includes

ST ol
[ BN ]

provisions relating to the reiease of confidential
information, the standard valuation of certain insurance
policies and contracts and annuities and endowments, and the

disclosure of certain transactions of insurers domiciled in

2% R ST S
£ W B

this state.
New section 505.17 is created which provides that

disclosure of confidential information, administrative or

LW I O]
4 O N

judicial orders which are ciosed, or other action of the

-

division which is not an open record, to other state

[R I V]
(Yo R e o}

requlatory officials may be permitted by the commissioner if

[ON)
o

those officials are subiect to, or agrze to comply with,
standards of confidentiality comparable to those imposed on
the commissioner.

Sections 2 and 3 amend thne standard valuation provisions
velated to life insurance policies and contracts, and annuity

and endowment conrcracts.
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[

Secticns ¢ and 5 amend provisions relating to reinsurance

intermediarlies. Section 521C.2, subsection 8, is amended ©o

W)

provide that an underwriting manager who manages par:t of the

o

reinsurance operations of a reinsurer and who is under common

N

control with the reinsurer, is no:t a reinsurance intermediary-

manager. Currently, only an underwrlting manrager wno manages

(92}

all of the reinsurance operations of the relnsurer and who 1s
urder common control with the reinsurer 1s excluded from the

definition of a relnsurance intermediary-manager.

[ Y v s

=

Sections 6 through 9 create a new chapter 52iD whic!

[
[

h
requires the disclosure of certain material transac:tions.

—

Section 521D.1 establishes the title of the chapter.

Section S2iD.2 reguires an insurer domiciled in this stat

J—
£ M

to file a report with the commissioner and tre national

=

15 association of insurance commissicners disclosing material
16 acquisitions and dispositions of assets, or material
17 nonrenewais, cancelliations, or revisions of ceded reinsurance

18 agreements unless such acquisitions and dispcsitions of

19 assets, or materiai nonrernewalis, cancellations, or revisions
20 of ceded reinsurance agreements nave been subm:tted to the

21 commissioner for review, approval, or information purposes

22 pursuant to other prcvisions.

23 Section 521D.3 provides that a report of acquisition and

24 disposition of assets need not be filed if the acguisiticn or
25 disposition s not material. The section also sets forth the
26 informatlon which must be included in such report.

7 Sect:on 521D.4 prevides that a report of a nonrenewal,

28 cancellatlion, or revision of a ceded reinsurance agreenernt

29 reed not be filed if tne nonrenewal, cancellation, oOr revisien
30 of the ceded reinsurarce agreement ls not material. The

1 sectlion also sezs forth the informaticn which must be included

32 1n such report.

[#3]
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SENATE FILE 2282
B-5715

é
S
7

B O DO YUY L RO

tmend Senate File 2282, as passecd by the Senate, as
follows:

1. Page 1, by inserting pefore i:ne 1 the
following:

“Section 1. Section 505.7, subsection 1, Code
Supplement 1993, is amernded to read as follows:

1. All fees and charges which are required by law
to be paid by insurance companies, and assoclations,
and other regulated entities shail be pavab e to the
commissioner of the insurance division of the
department of ccmmerce or department of revenue and
finance, as provided by law, whose duty 1t shall be tc
account for and pay over tnhne same to the treasurer of
state at the time and in tne manner provided by law
for deposit in the general fund of the state.

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

NEW SUBSECTION. 8. The commissioner may assess
the costs of an audit or examination te a health
insurance purchasing cocperative, in the same manner
as provided for insurance c¢ompanies under sections
507.7 through 507.9, and may establish by ruie
reasonable filing fees to fund the cost of regulatory
oversight.

Sec. _ . Section 505.8, Ccde 1993, is amended by
adding the follewing new subsection:

NEW SUBSECTION. 6. The commissioner shall
supervise all health insurance purchasing ccoperatives
prov1d1ng services or oOperating within the state and
the organization of domestic cooperatives. The
commissioner may admit nondomestic health insurance
purchasing cooperatives under the same standards as
domestic cooperatives."

2. Page 1, by inserting after line 9 zthe
fellowing:

"Sec. . NEW SEZCTION., 50%.20 HEALTH ACCOUNTING
STANDARDS -- DUTIES QF COMMISSIONER.

The commissi oner, in conjunction with che community
healith manacgement information system estabiisned in
chapter 144C, _f enacted by the Seventy-fifth General
Assembly, shall adop:t rules establishing health
accounting stancdards to be enforced statewide. Th
community health management information system boa
shall propose accounrting standards for cost and
guarity to the commissicrer for approval. The
commissloner snall enforce the standards in
coniunction with the c~mnunity heaith management
information system boaré.

Sec. :01. NEW SECTION. 305.2> HI
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24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
35
40
41
42
43
44
45
46
47
48
49

50

1. The commissioner shall adopt rules establishing
a requirement that an employer provide access to
health care to the employees of the employer. The
rules shall provide that an employer doing business
within this state shall offer each employee, at a
minimum, access to health insurance. The requirement
contained in this section may be satisfied by offering
any of the following:

a. Health care coverage through an insurer or
health maintenance organization authorized to do
business in this state.

b. Access to health benefits through a health
benefits plan qualified under the federal Employee
Retirement Income Security Act of 1974.

C. Enrollment in an Iowa-licensed health insurance
purchasing cooperative. A cooperative may require
Payrolii deduction of employee contributions and direct
deposit of premium payments to the account of the
cooperative,

2. An employer is not required to financially
contribute toward the employee's health plan.

3. A violation of this section may be reported to
the consumer and legal affairs bureau in the insurance
division. The division may issue, upon a finding that
an employer has failed to offer an employee access to
health insurance, any of the following:

a. A cease and desist order instructing the
employer to cure the failure and desist from future
violations of this section.

b. An order requiring an employer who has
previously been the subject of a cease and desist
crder to pay an employee's reasonable health insurance
premiums necessary to prevent or cure a lapse in
health care coverage arising out of the enployer's
failure to offer as required. :

C. An order upon the employer assessing the
reasonable costs of the division's investigation and
enforcement action."

3. Page 23, by inserting after line 17 the
following:

"Sec. . Section 5313B.2, subsection 16, Code
Supplement 1993, is amended to read as follows:

16. "Small employer" means a person actively
engaged in business who, on at least fifty percent of
the employer's working days during the preceding year,
employed not less than two and not more than tventy-
ttve fifty full-time equivalent eligible employees,

In determining the number of eligible employees,
companies which are affiliated companies or which are
eligible to file a combined tax return for purposes of

8-5715 -2-
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H-5715
Page 3

state taxation are consicdered one emplover.

Sec. . Section 513B.4, Ccde Supplement 1$93, :is
amended by acding the following new subsection:

NEW SUBSECTION. 1A. Notwithstandiag subsection 1,
there shall be no varliance in premium rates for a
basic or standard bernefit plan offered pursuant to
this chapter for health status or claim experience.

Sec. . Section S13B.4, subsection 2, unrumbered
paragraph 2, Code Supplement 1993, is amenced by
striking the paragrapn and inserting in lieu thereof
the following:

Case charecteristics other than age, geographic
area, family tomposition, and group size shall not be
used by a smail employer carrier without the prior
approval of the commissioner. Case characteristics
which may be used with the prior approval of the
commissionrer include but are not limited tc health
choices.,

Sec. . Section 513B.4, Code Supplement 1993, is
amended by adding the following new subsection:

NEW SUBSECTION. 5. Notwithstanding subsection 1,
the commissioner, with the concurrence of the board of
the Iowa small employer health reinsurance program
established in section 513B.13, may by order reduce or
eliminate the allowed rating bands provided under
subsection 1, paragraphs "a", "b", and "c¢", or
otherwise limit or eliminate the use of experience

rating."

4. Page 29, by lnserting after line 17 the
following:

"Sec. . Section 101 of this Act, which creates

new section 505.21, relating to health care access, is
effective January 1, 1995." _
5. Title page, line 6, by inserting after the
word "state" the following: ", and providing an
effective date"
6. By renumbering as necessary.
By HALVORSON of Clayton
HAVERLAND of Polk
PLASIER of Sioux

H-5715 FILED MARCH 25, 1994
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SENATE FILE 2282
B-5421

Amenrd Senate File 2282, as passed by the Serna:ze, as

foliows:
1. Page 3, line 25, oy sitiking the word .
th

L

regqulations” and inserting e following: ‘"rules",
2. Page S, by striking line 8 and inserting zhe
follcwing: "conficdentiallity of tne memcrandum cr

other materiati.
Once any".
3. Page 1l, by striking lines 24 and 25 and

[ IV TR REN Be IR UL R SR P W B oy

10 inserzing the foligwing:

il "W

12 I eguals ,03 = W(Ri1-.03) + 2 (R2-.03),".

L3 4, Page 28, by inserting after line 24 tne

14 following:

=5 "Subject to the materiality criceria, for purposes
L5 of paragrapns "b" and "c", a report shall be filed if
17 the resuls of thne revision zffects more than zen

18 percent of the cessicn.”

By HALVORSON of Clavrtcn

-

H-5421 TrCILED MARCH 15, 139%4
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@ SENATE FILE 2282
o B-5756

amend Serate File 2282, as passed by the Senate, as
follows:

1. Page 23, by inserting after line 17 the fol-
lowing:

"Sec. . Section 513B.2, subsection 12,
unnumbered paragraph 1, Code Supplement 1993, 1s
amended to read as folliows:

"Late enrollee” means an eligible employee or
dependent who requests enrollment in a health benefit
plan of a smail employer following the 1nitial
enroliment period for which such individual is
entitled to enrclil under the terms of the health
benefit plan, provided the initial enrollment per:icd
1$ a period of at leas: thirty one nundred e:ghty
days. An eligible employee or dependent shall not be
considered a late enrollee if any of the following
apply:

Se¢. _ . Section 513B.2, subsection 12, paragraph
a, subparagrapn (3), Ccde Supplemenr 1993, is amended
to read as follows:

(3) The individual requests enrollment within
thérey cone hundred eighty days after termination of
the qualifying previous coverage.

Sec. __ . Section 513B.2, subsection 12, paragraph
c, Code Supplement 1992, is amended to read as
follows:

c. A court has ordered that coverage be providec
for a spouse or minor or dependent c¢hild under a
covered employee's health benefit plan and the reguest
for enroliment is made within thirey one hundred
eighty cays after issuance of the court order.”

2. Renumber as necessary.

By MURPHY of Dubuqgue
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WITHDRAWN  SENATE ‘WILE 2282
H-5735
1 Amend the amendment, X-571%, to Senate File 2282,
2 as passed by the Senate as follows:
3 1. Page 3, by striking lines 15 through 18 ana
4 1nserting the following: “approval of the
5 commissioner."

: By HALVORSON of Clayton
HAVERLAND of Polk
PLASIER of Sioux

B-5735 FILED MARCH 28, 1994
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SENATE FILE 2282
H-5755 .
Amend Senate File 2282, as passed by the Senate, as '

1
2 follows:

3 1. Page 23, by 1nserting after line 17 the

4 following:

5 "Sec. __ . Section 513B.10, subsection 3,

6 paragraph a, unnumbered paragraph 1, Code Supplement

7 1993, is amended to read as follows:

8 The plan shall not deny, exclude, or limit

9 benefits for a covered individual for losses incurred
10 more than tweive six months following the effective

11 date of the individual's coverage due to a preexisting
12 condition. A health benefit plan shall not define a
13 preexisting condition more restrictively than the

14 following:

15 Sec. . Section S513B.37, subsection 1, paragraph
16 a, Code Supplement 1993, is amended to read as

17 £ollows:

18 a. What benefits or direct pay requirements fnmust
19 be minimally included in a basic or standard benefit
20 coverage policy or subscription contract.

21 Sec. _ . Section 513B.38, Code Supplement 1953,
22 is amended by adding the following new subsection:

23 NEW SUBSECTION. 4. Upon the determination of the
24 commlssioner pursuant to section 513B.37, subsection .

25 1, paragraph "a", to include expanded preventative

26 care services and mental health and substance abuse
27 treatment coverage, the commissioner shall do all of
28 tne following:

29 a. Adopt by rule, with all due diligence,

30 requirements for the provision of expanded coverage
31 for benefits for expanded preventative care services,
32 b. Adopt by rule, with all due diligence,

33 requirements for the provision of coverage for

34 benefits for mental health and substance abuse

35 services, which shall be on the same terms and

36 conditicns as such coverage is provided for other

37 1llnesses and diseases.” . y
38 2, Renumber as necessary. i e
By HAMMOND of Story

H-5755 FILED MARCH 28, 1994
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SENATE FILE 2282

H~-5799

W o~ U da G B

=
[

Amendé the amendment, H-5715, to Senate
as passed by the Senate, as follows:

i. Page 3, line 31, by striking the wo
and inserting the following:

""Sec. . UNIVERSAL COVERAGE -~ DUTIES OF
CENERAL ASSEMBLY.

1. The general assembly shall provide for
universal health care benefit coverage by no later
than January 1, 1998.

a. Coverage shall include, at a minimum, all of
the following beneflits:

(1) Preventative health services.

(2) Hospital services.

(3) Physician services.

(4) Services provided by other licensed providers,
including essential community providers.

(5) Long~term care, including home care aide
services and community-based services.

{(6) Prescriptions and biologicals.

{7) Dental.

(8) Mental health and substance abuse services,
which shall be provided the same as benefits feor
physical iliness.

. The general assembly shall do all of the
folliowing:

(1) Develop budget and expenditure targets for
health care spending.

(2) Establish limits on insurance administrative
costs.

(3) Review single payor, managed competition, and
other structures for administering health benefit
coverages.

(4) Develop other health c¢ost containment
mechanisms that ensure accessibility to quality,
affordable healtn care bv ail Iowans.

Additionally, the general assembly shall examine
and evaluate, as part of the study of health care cos:
containment, the benefits of establishing a singie
mandatory, nonprofit health Lnsurance purchasing
cooperative for all Iowans, granted the authority to
negotiate premium limits with insurers and managed
care plans.

¢. The general assembly shall develop a fair and
appropriate financing mechanism for providing the
comprehensive set of such benefits included as
provided in paragraph "a", which may incluce a level
of contribution by each employer, and the
identification of additional funding sources
sufficient to allow for the development of slidin
scale subsidies for businesses with low-wage workers,

H-5799 ~1-
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H-5799
Page 2
1 self- employed individuals, and other persons.
2 Sec.
3 2. By renumbering as necessary,
By HAMMOND of Story
H-5799 FILED MARCH 29, 1994

ot § o1& Yt/9y ( p. je2s)

SENATE FILE 2282

H-5804

1 Amend the amendment, H-5715, to Senate File 2282,

2 as passed by the Senate, as follows:

3 1. Page 3, by striking lines 15 through 18 and

4 inserting the followlng "approval of the

5 commissioner.

By GILL of Woodbury

H~5804 FILED MARCH 29, 1994
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SENATE FILE 2282
H-5805

Amend the amendment, H-5715, to Senate File 2282,
as passed by the Senate as follows:

1. Page 3, line 28, by striking the word
"rating."" and inserting the following: "rating.

Sec. . NEW SECTION. 5141.1 NONPROFIT HEALTH
INSURANCE PURCHASING COOPERATIVES.

1. The commissioner of insurance shall adopt rules
and a licensing procedure for authorizing the
establishment of a nonprofit health insurance
10 purchasing cooperative. The rules shall include, at a
11 minimum, all of the following:

12 a. Procedures to sanction voluntary agreements

13 between competitors within the service region of a

14 nonprofit health insurance purchasing cooperative,

15 upon a finding by the commissioner that the agreement

16 will improve the quality of, access to, or

17 affordability of health care, but which agreement

18 might be a violation of antitrust laws if undertaken

19 without government direction and approval.

20 b. Procedures to assure ongoing supervision of

21 contracts sanctioned under this subsection, in order

22 to assure that the contracts do in fact improve health

23 care quality, access, or affordability. Approval may

24 be withdrawn on a prospective basis at the discretion

25 of the commissioner if necessary to improve health

26 care quality, access, and affordablllty..

27 ¢c. A requirement to review the plan of- operatlon

28 of a nonprofit health insurance purchasing

29 cooperative, and standards for approval or disapproval

30 of a plan.

31 d. A requirement that a plan of operation include

32 guaranteed access and rating practices no more

33 restrictive than those required of competitors within

34 a market segment, such as small group health insurers

35 regulated under chapter S13B, or individual or large

36 group insurers regqulated under chapter 514A or 514D.

37 The commissioner shall regulate all health plans and

38 nonprofit health insurance purchasing cooperatives to

39 assure that to the greatest extent possible all health

40 insurance or health benefit marketing channels within

41 a market segment are subject to the same. rules of

42 access, underwriting, risk spreading, and rate

43 regulation.

44 e. A requirement that the nonprofit health

45 insurance purchasing cooperative be governed by a

46 board of directors consisting of twelve members,

47 including seven members who are consumers.

48 f. A requirement that the members of the board of

49 directors be free of conflicts of interest and that
S0 the members of the board fiie an annual financiail

&
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H-5805%
Page 2
1 disclosure report with the commissioner,

g. A requirement that the board of directors
conduct all meetings of the board pursuant to chapter
21.

h. A requirement that the nonprofit health
insurance purchasing cooperative shall have a consumer
ombudsman whose exclusive duties shall be to assist
and advocate for subscribers enrolled in the
cooperative,

10 i. An annual report to be submitted to the general
11 assembly no later than February 1, describing the
12 operations of all nonprofit health insurance
13 purchasing cooperatives, and permitting review of the
14 success of nonprofit health insurance purchasing
15 cooperatives in furthering the goals of improved
16 health care quality, access, or affordability. The
17 report shall include any recommendations on whether
18 additional nonprofit health insurance purchasing
19 cooperatives should be established.
20 2. This section does not prevent the development
21 of any other health insurance or pocled purchasing
22 arrangements otherwise permitted by law.
23 3. This section and rules adopted pursuant to this
24 section are intended to provide immunity from federal
25 antitrust law under the state action doctrine
26 exemption.""
27 2. By renumbering as necessary.
By JOCHUM of Dubuque

[Selie ¢ QRO RS LR LIRVL SR U (0

H-5805 FILED MARCH 1994
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SENATE FILE 2282

H-5812
1 Amend the amendment, H-5715, to Senate File 2282,
2 as passed by the Senate, as follows:
3 1. Page 3, line 24, by striking the word "may"
4 and inserting the following: "shall".

By HAMMOND of Story
HAVERLAND of Polk
B-5812 FILED MARCH 29, 1994

W\THDRAWN
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SENATE FILE 2282

‘ H-5819
QM Amend the amendment, H-5715, to Senate File 2282,
as passed by the Senate, as follows:

1. Page 2, by striking lines 6 and 7, and
inserting the following: "minimum, access to health
insurance. The employer shall satisfy this
requirement by enrolling in a health insurance
purchasing cooperative licensed to do business in this
state, if one is available. The employer may also
offer, and, if a health insurance purchasing
cooperative is not available, satisfy the requirement
of this section by offering”.

By HAVERLAND of Polk
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H-5819 FILED MARCH 29, 1994
WITyDRAWN
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SENATE FILE 2282
H-5820

Amend the amendment, H-5715, to Senate File 2282,
as passed by the Senate, as follows:

1. Page 2, line 6, by inserting after the word
"insurance." the following:

"The rules shall provide that a managed care health
plan or indemnity plan with a limited provider network
shall provide patients direct access to providers
licensed under chapter 148, 150, 150A, or 151, Access
to such provider shall not be made conditional upon a
referral by a provider licensed under another chapter.
Referral to a specialist may be conditioned upon
referral by a primary tare provider licensed under the
same chapter. Access to a class of providers licensed
under one chapter shall not be subject to a copayment,
deductible, or premium rate different than provided
for access to a class of providers licensed under
another chapter. Access to a specialist may be
subject to a different copayment or deductible than
access to a primary care provider. Access to a
nonparticipating provider may be restricted; may be
subject to different copayments, deductibles, or
premium rates; or may be excluded. For purposes of
this section, "managed care health plan or indemnity
plan with a limited provider network" means a health
maintenance organization, accountable health plan,
preferred provider organization, exclusive provider
organization, point of service plan, or similar health
plan.”

By SCHRADER of Marion
BERNAU of Story
H-5820 FILED MARCH 29, 1994

WITHDRAWN
q- 19-9
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SENATE FILE 2282 ‘
H-5789 -

Amend the amendment, H-5715, to Senate File 2282,
as passed by the Senate, as follows:

1. Page 2, line 38, by striking the word 1
"action."" and inserting the following: ‘"action.

4. The insurance division shall annually provide a
written report to the general assembly beginning
January 1, 1995, which evaluates the effects of this
section on providing universal coverage for ail
lowans. If the division determines that the state has
10 not achieved a level of individuals without health
11 care coverage of less than three percent of total
12 pepulation through voluntary means by June 30, 1999,
13 the division shall make recommendations for the
14 implementation of and a firancing méchanism for a
15 requirement that all individuals in this state procure
16 and maintain health care coverage for themselves and
17 their dependents.""

W 3k~

By HAVERLAND of Polk
H-5789 FILED MARCH 29, 1994
@aa‘vﬁoe. S /Y- T
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SENATE FILE 2282
H-5790

as passed by the Senate, as follows:

1. Page 2, by striking lines 15 through 21 and
inserting the following:

“2. An employer may financially contribute toward
the employee's health benefit plan. The employer
shall offer payroll deduction of employee
contributions and direct deposit of premium payments
related to a health insurance purchasing cooperative
or other nealth care coverage."

By HAVERLAND of Polk

amend the amendment, H-5715, to Senate File 2282, .
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H- 5790 FILBD MARCH 29, 1994
- 114G
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ENATE FILE 2282

H-5796
1 Amend the amendment, H-5715, to Senate File 2282,
2 as passed by the Senate, as foliows:
3 1. Page 3, lines 12 and 13, by striking the words
4 "age, geographic area, family composition," and
5 inserting the following: "family composition".
By HARPER of Black Hawk
NELSON of Pcttawattamie
WEIGEL of Chickasaw

A ®

H-5796 FILED MARCH 29, 1994

WITHDRAWN
o-14-94
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SENATE FILE 2282
5-5856

Amend the amendment, H-5715, ¢
as passed by the Senate, as fcilcws

<. Page 1, Iine 5, by striking the word and
figure ""Section 1" and irsertiag the folliowing:

"Secticn 10l1. Section 422.7, Code Supplement 1333,
is amended by adding the following new subsecticn:

NEW SUBSECTION. 29. Subtract, to the extent noz
otherwise cdeducted in ccmpuiing acdjusted gross income,
the amount of medical expenses, nct reimbursed by
insurance or otherwise, spent for the taxpaver or
taxpayer's spouse or dependent.

Sec. 102. secc-ion 422.9, subseczicn 2, unnumbered
paragraph 1, Code 1993, 1s amended to read as follows:

The total of contributions, irterest, taxes,
mecicai-expense; nonbusiness losses, miscellaneous
expenses ard moving expenses cdeductible for federal
income tax purposes under the Internal Revenue Ccde,
with the following adjustments:

Sec. "

2. Page 3, by inserting after line 28 the
following:

" . Pace 29, by inserting after line 17 the
following:

"Sec. . MEDICAL EXPENSE DEDUCTION. Sections
05 101 and 102 of tais Act, which amend section 422.7 by

o Senacte Tllie 2282,
tn
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p> adding a new subsecticn 29 and section 422.9, take
:7 effect upon enaciment and apply retroactively io
28 January 1, 1994, for tax years beginning on cr after
29 that date.™"
By MERTZ of Kossuth
WEIGEL of Chickasaw

BH-5856 EILED MARCH 30, 1994 Y
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SENATE FILE 2282
BH~6008

Amend the Senate File 2282, as passed by the Senate
as follows:

1. Page 23, by inserting after i1ine 17 the
following:

“Sec. __ . Section 515A.13, Code 1593, :is amended
by adding the following new subsection:

NEW SUBSECTION. 5. PROEIBITED RELEASE. A person
other than the commissioner or the commissiocrer's
designee shall not release to ano:her person, other
than to the servicing insurer of the policy or to the
commissioner or the commissioner's desigrnee,
experience, payroll, loss data, expiration date of a
policy, or classification informaticn without the
prior writcen approval of the policy holder. A
viclation of this section shail be considered an
unfair trade practice pursuant to chapter S07B."

2. By renumbering as necessary.

By BALVORSON of Clayton
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" HOUSE CLIP SHEET APRIL 8, 1994 Page 6

SENATE FILE 2282

H-6042
1 Amend the amendment, H-5715, to Senate File 2282,
2 as passed by the Senate as follows:
3 1. Page 3, line 28, by striking the word
4 "rating."" and inserting the following: "rating.
5 Sec. . NEW SECTION. 514I.1 NONPROFIT HEALTH
6 INSURANCE PURCHASING COQOPERATIVES.
7 1. The commissioner of insurance shail adopt rules
8 and a licensing procedure for authorizing the
9 establishment of nonprofit health insurance purchasing

cooperatives. The rules shall include, at a minimum,
all of the following:

a. Procedures to sanction wvoluntary agreements
between competitors within the service region of a
nonprofit health insurance purchasing cooperative,
upon a finding by the commissioner that the agreement
will improve the quality of, access to, or
affordability cf health care, but which agreement
might be a violation of antitrust laws if undertaken
without government direction and approval.

b. Procedures to assure ongoing supervisicn of
contracts sanctioned under this subsection, in order
to assure that the contracts do in fact improve neaith
care quality, access, or affordapility. Approval may
be witndrawn on a prospective basis at the discretion
of the commissioner 1f necessary to improve health
care quality, access, and affordability.

c. A requiremert to review the plan of operation
of a nonprofit health ilnsurance purchasing
cooperative, and standards for approval or disapproval
of a plan.

1 d. A requirement that a plan of operation include
32 guaranteed access and rating practices noimore g
33 restrictive than those required of competitors within
34 a market segment, such as small group health insurers
35 regu.ated under chapter 513B, or individual or large
36 group insurers regulated under chapter S514A or 514D.
37 The commissioner shail regulate all health plans and
38 nonprofit health insurance purchasing cooperatives to
39 assure that to the greatest extent possible all health
40 insurance or health benefit marketing channels within
41 a market segment are subject to the same rules of
42 access, underwriting, risk spreading, and rate
43 requliation.

44 e. A requirement that a nonprofit health insurance
45 purchasing cooperative be governed by a board of

46 directors consisting of twelve members, including

47 seven members who are consumers.

48 f. A requirement that the members of the board of
49 directors be free of conflicts of interest and that

50 the members of the board file an annual financial
H-6042 -1-
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SENATE CLIP SHEET APRIL 18, 1994

SENATE FILE 2282

§-5657

W ONAWU D WN -

Amend Senate File 2282, as passed by the Senate, as

follows:
1. Page 1, by inserting before line 1 the

.following:

"Section 1. Section 505.7, subsection 1, Code
Supplement 1993, is amended to read as follows:

1. All fees and charges which are required by law
to be paid by insurance companies, anrd associations,
and other regulated entities shall be payable to the

commissioner of the insurance division of the
department of commerce or department of revenue and
finance, as provided by law, whose duty it shall be to
account for and pay over the same to the treasurer of
state at the time and in the manner provided by law
for deposit in the general fund of the state.

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

NEW SUBSECTION. 8. The commissioner may assess
the costs of an audit or examination to a health
insurance purchasing cooperative, in the same manner
as provided for insurance companies under sections
507.7 through 507.9, and may establish by rule
reasonable filing fees to fund the cost of regulatory
oversight. :

Sec. __. Section 505.8, Code 1993, is amended by
adding the following new subsection:

NEW SUBSECTION. 6. The commissioner shall
supervise all health insurance purchasing cooperatives
providing services or operating within the state and
the organization of domestic cooperatives. The
commissioner may admit nondomestic health insurance
purchasing cooperatives under the same standards as
domestic cooperatives."

2. Page 1, by inserting after line 9 the

following:

"Sec. . NEW SECTION. 505.20 HEALTH ACCOUNTING
STANDARDS -- DUTIES OF COMMISSIONER.

The commissioner, in conjunction with the community
health management information system established in

chapter 144C, if enacted by the Seventy-fifth General
Assembly, shall adopt rules establishing health
accounting standards to be enforced statewide. The
community health management information system board
shall propose accounting standards for cost and
quality to the commissioner for approval. The
commissioner shall enforce the standards in
conjunction with the community health management
information system board.

49 Sec. 101. NEW SECTION. 505.21 HEALTH CARE ACCESS
50 - -DUTIES OF COMMISSIONER -- PENALTIES.
§-5657 -1-

Page 10




SENATE CLIP SHEET APRIL 18, 1994

5-5657
Page 2
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10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

1, The commissioner shall adopt rules establishing
a requirement that an employer provide access to
health care to the employees of the employer. The
rules shall provide that an employer doing business
within this state shall offer each employee, at a
minimum, access to health insurance. The requirement
contained in this section may be satisfied by offering
any of the following:

a. Health care coverage through an insurer or
health maintenance organization authorized to do
business in this state.

b. Access to health benefits through a health
benefits plan qualified under the federal Employee
Retirement Income Security Act of 1974.

2. An employer may financially contribute toward
the employee's health benefit plan. The employer
shall offer payroll deduction of employee
contributions and direct deposit of premium payments
related to a health insurance purchasing cooperative
or other health care coverage.

3. A violation of this section may be reported to
the consumer and legal affairs bureau in the insurance
division. The division may issue, upon a finding that
an employer has failed to offer an employee access to
health insurance, any of the following:

a. A cease and desist order instructing the
employer to cure the failure and desist from future
violations of this section.

b. An order requiring an employer who has
previously been the subject of a cease and desist
order to pay an employee's reasonable health insurance
premiums necessary to prevent or cure a lapse in
health care coverage arising out of the employer's
failure to offer as required.

C. An order upon the employer assessing the
reasonable costs of the division's investigation and
enforcement action.

4. The lnsurance division shall annually provide a
written report to the general assembly beginning
January 1, 1995, which evaluates the effects of this
section on providing universal coverage for all
fowans. 1If the division determines that the state has
not achieved a level of individuals without health
care coverage of less than three percent of total
population through voluntary means by June 30, 1999,
the division shall make recommendations for the
implementation of and a financing mechanism for a
requirement that all individuals in this state procure
and maintain health care coverage for themselves and
their dependents.""

5-5657 -2-
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SENATE CLIP SHEET APRIL 18, 1994

$-5657
Page 3

3. Page 3, line 25, by striking the word
"regulations" and inserting the following: "rules”.

4, Page 5, by striking line 8 and inserting the
following: "confidentiality of the memorandum or
other material.

Once any".

5. Page 11, by striking lines 24 and 25 and
inserting the following:

llw

I equals .03 + W(R1-.03) + 2 (R2-.09),".

6. Page 23, by inserting after line 17 the
followling:

"Sec. . Section 513B.2, subsection 16, Code
Supplement 1993, is amended to read as follows:

16. "Small employer" means a person actively
engaged in business who, on at least fifty percent of
the employer's working days during the preceding year,
employed not less than two and not more than tweney-
ftve fifty full-time equivalent eligible employees.

In determining the number of eligible employees,
companies which are affiliated companies or which are
eligible to file a combined tax return for purposes of
state taxation are considered one employer.

Sec. . Section 513B.4, Code Supplement 1893, 1is
amended by adding the following new subsection:

NEW SUBSECTION. 1A, Notwithstanding subsection 1,
there shall be no variance in premium rates for a
basic or standard benefit plan offered pursuant to
this chapter for health status or claim experience.

Sec. . Section 513B.4, subsection 2, unnumbered
paragraph 2, Code Supplement 1993, 1s amended by
striking the paragraph and inserting in lieu thereof
the following:

Case characteristics other than age, geographic
area, family composition, and group size shall not be
used by a small employer carrier without the prior
approval of the commissioner.

Sec. . Section 513B.4, Code Supplement 1993, is
amended by adding the following new subsection:

NEW SUBSECTION. 5. Notwithstanding subsection 1,
the commissioner, with the concurrence of the board of
the Iowa small emplioyer health reilnsurance program
established in section 513B.13, may by order reduce or
eliminate the allowed rating bands provided under
subsection 1, paragraphs "a", "b", and "¢", or
otherwise limit or eliminate the use of experience
rating."

7. Page 23, by inserting after line 17 the
following:

"Sec. . Section 515A.13, Code 1993, is amended

S-5657 -3-




SENATE CLIP SHEET APRIL 18, 1994 Page 13

S5-5657

Page 4
by .adding the folilowing new subsection: .
NEW SUBSECTION. 5. PROHIBITED RELEASE. A person

other than the commissioner or the commissioner's
designee shall not release to another person, other
than to the servicing insurer of the policy or to the
commissioner or the commissioner's designee,
experience, payroll, loss data, expiration date of a
policy, or classification information without the
prior written approval of the policy holder. A
violation of this section shall be considered an
unfair trade practice pursuant to chapter S07B."

8. Page 28, by inserting after line 24 the
following:

“Subject to the materiality criteria, for purposes
of paragraphs "b" and "c", a report shall be £filed if
the resulit of the revision affects more than ten
percent of the cession.”

S. Page 29, by inserting after line 17 the
foliowlng:

"Sec. . Section 101 of this Act, which creates
new section 505.21, relating to health care access, is
effective January 1, 1995."

I0. Title page, line 6, by inserting after the
word "state" the following: ", and providing an
effective date".

1i1. By renumbering, relettering, or redesignating .
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and correcting internal references as necessary.
RECEIVED rROM THE HOUSE
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SENATE FILE fé ﬁéﬂ

BY (PROPOSED DEPARTMENT OF
COMMERCE/ INSURANCE
DIVISION BILL)

Passed Senate, Date Passed House, Date

Vote: Ayes Nays Veote: Ayes Nays
Approved

A BILL FOR

An Act relating to the regulation of insurance including

provisions concerning the disclosure of confidential
information, the standard valuation of certain insurance
policies and contracts and annuities and endowments, and the
disclosure of certain transactions of insurers domiciled in
this state,

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

TLSB 3248D?P 75
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Section 1. NEW SECTION. 505.17 CONFIDENTIAL INFORMATION,
The disclosure of confidential information, administrative
or judicial orders which contain confidential information, or

information regarding other action of the division which is
not a public record subject to disclosure, to regulatory
officials from this or other states may be permitted by the
commissioner provided that those officials are subject to, or
agree to comply with, standards of confidentiality comparable
to those imposed on the commissioner.

Sec. 2. Section 508.36, subsection 1, Code 1993, is
amended to read as follows:

1. RESERVE VALUATION. The commissioner shall annually
value, or cause to be valued, the reserve liabilities

thereinafrer-eatled-resesvesy, referred to in this section as

reserves, for all outstanding life insurance policies and
annuity and pure endowment contracts of every life insurance
company doing business in this state, except-that-in-the-cease
of-an-attren-companys-such-vaiunation-shati-be-iimrted-to-res
Bnieed-States-business; and may certify the amount ¢f any such
reserves, specifying the mortality table or tables, rate or
rates of interest, and metheds-tthe net level premium method
or othery methods used in the calculation of such reserves.

In calculating sueh the reserves, the commissioner may use
group methods and approximate averages for fractions of a year
or otherwise. Per-the-purpose-cof-maring-such-vaiuation-the
eommissioner-may-empioy-a-competent-actuary-who-shaii-be-paid
by-the-company-for-whrech-the-service-is-rendereds-but-a
domestie-company-may-make-sueh-vaiuvation-and-trt-shaii-be
received-by-the-commiesioner-upon-satisfactory-proof-of-tes
correetnesas In lieu of the valuation of the reserves herein
required in this section of any foreign or alien company, the

commissioner may accept any valuation made, or caused to be
made, by the insurance supervisory official of any state or
other jurisdiction when such valuation complies with the

minimum standard hererr provided for in this section and if

-1~
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the official of such state or jurisdiction accepts as
sufficient and valid for all legal purposes the certificate of
valuation of the commissioner when such certificate states the
valuation to have been made in a specified manner according to
which the aggregate reserves would be at least as large as if
they had been computed in the manner prescribed by the law of
that state or jurisdiction.

Any-such-company-which-at-any-time-shati-have-adopted-any
standard-of-vatuation-producing-greater-aggregate-reserves
than-these-caicuiated-according-to-the-minimum-seandard-herein
prevideéd-may;-with-the-approvai-of-the-commrssionery-adopt-any
tawer-standard-af-valumeians-but-not-tover—-than-the-minimum
herein-provideds

Sec. 3. Section 508.36, subsection 2, Code 1993, is
amended by striking the subsection and inserting in lieu
thereof the following:

2. ACTUARIAL OPINION OF RESERVES. This subsection is
effective January 1, 1996.

a. GENERAL. A life insurance company doing business in
this state shall annually submit the written opinion of a
gqualified actuary as to whether the reserves and related
actuarial items held in support of the policies and contracts
specified by the commissioner by regulation are computed
appropriately, are based on assumptions which satisfy
contractual provisions, are consistent with prior reported
amounts, and are in compliance with applicable laws of this
state. The commissioner shall define by rule the requirements
and content of this opinion and add any other items deemed to
be necessary.

b. ACTUARIAL ANALYSIS OF RESERVES AND ASSETS SUPPORTING
SUCH RESERVES.

(1) Unless exempted by rule, a life insurance company
shall also annually include in the opinion reguired by
paragraph "a", an opinion of the same qualified actuary as to

whether the reserves and related actuarial items held in

-2-
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support of policies and contracts specified by the . |
commissioner by rule, when considered with respect to the

assets held by the company associated with the reserves and
related actuarial items, including, but not limited to, the

investment earnings on the assets and the considerations
anticipated to be received and retained under the policies and
contracts, are sufficient for the company's obligations under

W~ N S W

the policies and contracts, including but not limited to the

Vel

benefits under and expenses associated with the policies and

[
o

contracts.

[ aad
[ aad

(2) The commissioner may provide by rule for a transition

fo
18]

period for establishing any higher reserves which the

=
¥y

gqualified actuary may deem necessary in order to render the

—
-

opirion required by this section.
c. REQUIREMENTS FOR ACTUARIAL AKALYSIS. An opinion
required by paragraph "b" shall be governed by the following

—
N oo

provisions:
(1} A memorandum, in form and substance acceptable to the .
commissioner as specified by rule, shall be prepared to

SRSy
O W o

support each actuarial opinion.

[ ]
[

(2) If the insurance company fails to provide a supporting

[,8}
[ 28]

memorandum at the reguest of the commissioner within a period

38}
(o8]

specified by rule or the commissioner determines that the

[ %]
ey

supporting memorandum provided by the insurance company fails

()
w

to meet the standards prescribed by the regulations or is

%)
()]

otherwise unacceptable to the commissioner, the commissioner

%)
~J

may engage a qualified actuary at the expense of the company

(8]
[24)

to review the opinion and the basis for the opinion and

28]
LYo

prepare such supporting memorandum as is required by the

w
o

commissioner.
d. REQUIREMENT FOR ALL OPINIONS. An opinion required
under this section is governed by the following provisions:
(1) The opinion shall be submitted with the annual
statement reflecting the valuation of such reserve liabilities
for each year ending on or after December 31, 1995. .

W W W W W
[P VO S I o
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(2) The opinion shall apply to all business in force,
including individual and group health insurance plans, in form
and substance acceptable to the commissioner as specified by
rule.

{3) The opinion shall be based on standards adopted from
time to time by the actuarial standards board and on such
additional standards as the commissioner may by rule
prescribe.

(4) In the case of an opinion reguired to be submitted by

a foreign or alien company, the commissioner may accept the
opinion filed by that company with the insurance supervisory
official of another state if the commissioner determines that
the opinion reascnably meets the requirements applicable to a
company domiciled in this state.

(5) For the purposes of this section, "qualified actuary"
means a member in good standing of the American academy of
actuaries who meets the reguirements of the commissioner as
specified by rule.

(6) Except in cases of fraud or willful misconduct, a
qualified actuary is not liable for damages to any person,
other than to the insurance company and the commissioner, for
any act, error, omission, decision, or conduct with respect to
the actuary's opinion.

(7) Disciplinary action which may be taken by the
commissioner against the company or the gualified actuary
shall be defined in rules adopted by the commissioner.

(8) Any memorandum in suypport of the opinion, and any
other material provided by the company to the commissioner in
connection with the opinion, shall be kept confidential by the
commissioner and shall not be made public and shall not be
subject to subpoena, other than for the purpose of defending
an action seeking damages from any person by reason of any
action required by this section or by rules adopted pursuant
to this section. Notwithstanding this subparagraph, the
memorandum or other material may be released by the

-4=-
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commissioner if either of the following apply:

(a) The commissioner receives the written consent of the
company with which the opinion is associated,

(b) The American academy of actuaries regquests that the
memorandum or other material is required for the purpose of
professional disciplinary proceedings and setting forth
procedures satisfactory to the commissioner for preserving the
confidentiality of the memorandum or other material. Once any
portion of the confidential memorandum is cited by the company
in its marketing, is cited before any governmental agency
other than a state insurance department, or is released by the
company to the news media, all portions of the confidential
memorandum are no longer confidential.

3. COMPUTATIONS OF MINIMUM STANDARDS. Except as otherwise
provided in subsections 4, 5, and 12, the minimum standard for
the valuation of all such policies and contracts issued prior
to July 1, 1994, shall be that provided by the laws in effect
immediately prior to such date. Except as otherwise provicded
in subsections 4, 5, and 12, the minimum standard for the
valuation of all such policies and contracts shall be the
commissiconer's reserve valuation methods defined in
subsections 6, 7, 10, and 11, five percent interest for group
annuity and pure endowment contracts and three and one-half
percent interest for all other policies and contracts, or in
the case of policies and contracts, other than annuity and
pure endowment contracts, 1issued on or after July 1, 1974,
four percent interest for such policies issued prior to
January 1, 1980, five and one-half percent interest for single
premium life insurance policies and four and one-half percent
interest for all other such policies issued on and after
January 1, 1980, and the following tables:

a. For all ordinary policies of life insurance issued on
the standard basis, excluding any disability and accidental
death benefits in the policies, the following:

(1) The commissioners 1941 standard ordinary mortality

.’
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table for policies issued prior to the operative date of
section 508.37, subsection 5, paragraph "a".

(2) The commissioners 1958 standard ordinary mortality
table for such policies issued on or after the operative date
of section 508.37, subsection 5, paragraph "c¢", provided that
for any category of policies issued on female risks, all
modified net premiums and present values referred to in this
section may be calculated according to an age not more than
six years younger than the actual age of the insured.

(3) For policies issued on or after the operative date of
section 508.37, subsection 5, paragraph “c", any of the
following:

(a) The commissioners 1980 standard ordinary mortality
table.

(b) At the election of the company for any one or more
specified plans of life insurance, the commissioners 1980
standard ordinary mortality table with ten-year select
mertality factors,

(c) Any ordinary mortality table, adopted after 1980 by
the national association of insurance commissioners, that is
approved by rule adopted by the commissioner for use in
determining the minimum standard of valuation for such
policies.

b. For all industrial life insurance policies issued on
the standard basis, excluding any disability and accidental
death benefits in the policies, the following:

(1) For policies issued prior to the coperative date of
section 508.37, subsection 5, paragraph "b", the 1941 standard
industrial mortality table.

(2) For policies issued on or after the operative date of
section 508.37, subsection 5, paragraph "b", the commissioners
1961 standard industrial mortality table, or any industrial
mortality table adopted after 1980 by the national association
of insurance commissioners, that is approved by rule adopted
by the commissioner for use in determining the minimum

-5=
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standard of valuation for such policies.

¢. For individual annuity and pure endowment contracts,
excluding any disability and accidental death benefits in such
policies the 1937 standard annuity mortality table or, at the
option of the company, the annuity mortality table for 1949,
ultimate, or any modification of either of these tables
approved by the commissioner.

d. For group annuity and pure endowment contracts,
excluding any disability and accidental death benefits in such
policies, the group annuity mortality table for 1951, or a
modification of the table approved by the commissioner, or at
the option of the company, any of the tables or modifications
of tables specified for individual annuity and pure endowment
contracts.

e. For total and permanent disability benefits in or
supplementary to ordinary policies or contracts, the
following:

(1) For policies or contracts issued on or after January
1, 1966, the tables of period 2 disablement rates and the 1930
to 1950 termination rates of the 1952 disability study of the
society of actuaries, with due regard to the type of benefit,
or any tables of disablement rates and termination rates
adopted after 1980 by the national association of insurance
commissioners and approved by rule adopted by the commissioner
for use in determining the minimum standard of valuation for
such policies.

{2) For policies or contracts issued on or after January
l, 1961, and prior to January 1, 1966, either of the tables
identified under subparagraph (1), or at the option of the
company, the class (3) disability table (1926).

(3) For policies issued prior to January 1, 1961, the
class (3) disability table (1926).

A table used under this paragraph "e" shall, for active
lives, be combined with a mortality table permitted for
calculating the reserves for life insurance policies.
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£. For accidental death benefits in or supplementary to
policies, the following:

(1) Por policies issued on or after January 1l, 1966, the
1959 accidental death benefits table, or any accidental death
benefits table adopted after 1980 by the national association
of insurance commissioners and approved by rule adopted by the
commissioner for use in determining the minimum standard of
valuation for such policies.

(2) For policies issued on or after January 1, 1961, and
prior to January 1, 1966, either of the tables identified
under subparagraph (1), or at the option of the company, the
inter-company double indemnity mortality table,

(3) For policies issued prior to January 1, 1961, the
inter-company double indemnity mortality table.

A table used under this paragraph "f" shall be combined
with a mortality table for calculating the reserves for life
insurance policies.

g. For group life insurance, life insurance issued on the
substandard basis, and other special benefits, tables approved
by the commissioner.

4. COMPUTATION FOR MINIMUM STANDARDS FOR ANNUITIES.
Except as provided in subsection 5, the minimum standard for
the valuation of all individual annuity and pure endowment
contracts issued on or after the operative date of this
subsection, and for all annuities and pure endowments
purchased on or after the operative date of this subsection
under group annuity and pure endowment contracts, shall be the
commissioner’s reserve valuation methods defined in
subsections 6 and 7, and the following tables and interest
rates:

a. For individual annuity and pure endowment contracts
issued prior to January 1, 1980, excluding any disability and
accidental death benefits in such contracts, both of the
following:

(1) The 1971 individual annuity mortality table, or any
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modification of this table approved by the commissioner.

(2) Six percent interest for single premium immediate
annuity contracts, and four percent interest for all other
individual annuity and pure endowment contracts.

b. For individual single premium immediate annuity
contracts issued on or after January 1, 1980, excluding any
disability and accidental death benefits in such contracts,
both of the following: |

(1) One of the following tables:

{a) The 1971 individual annuity mortality table.

(b) BAn individual annuity mortality table, adopted after
1980 by the national association of insurance commissioners
and approved by rule adopted by the commissioner for use in
determining the minimum standard of valuation for such

contracts.
(c) A modification of the tables identified in
subparagraph subdivisions (a) and (b) approved by the

commissioner,

{2) Seven ané one-half percent interest,

c. For individual arnnuity and pure endowment contracts
issued onr or after January 1, 1980, other than single premium
immediate annuity contracts, excluding any disability and
accidental deain benefits in such contracts, both of the
following:

(1) One of the following tables:

(a) The 1971 individual annuity mortality table.

(b) An individual annuity mortality table adopted after
1980 by the national association of insurance commissioners
and approved by rule adopted by the commissioner for use in
determining the minimum standard of valuation for such
contracts.

(c) A modification of the tables identified in
subparagraph subdivisions (a) and (b) approved by the
commissioner,

(2) Five and one-half percent interest for single premium
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deferred annuity and pure endowment contracts and four and
one-half percent interest for all other such individual
annuity and pure endowment contracts.

d. PFor all annuities and pure endowments purchased prior
to January 1, 1980, under group annuity and pure endowment
contracts, excluding any disability and accidental death
benefits purchased under such contracts, both of the
following:

(1) The 1871 group annuity mortality table or any
modification of this table approved by the commissioner.

(2) Six percent interest,

e, For all annuities and pure endowments purchased on or
after January 1, 1980, under group annuity and pure endowment
contracts, excluding any disability and accidental death
benefits purchased under such contracts, both of the
following:

1) One of the following tables:

(a) The 1971 group annuity mortality table.

(b) A group annuity mortality table adopted after 1980 by
the national association of insurance commissioners and
approved by rule adopted by the commissioner for use in
determining the minimum standard of valuation for such
annuities and pure endowments.

{c) A modification of the tables identified in
subparagraph subdivisions (a) and (b) approved by the
commissioner.

(2) Seven and one-half percent interest.

After July 1, 1973, a company may file with the
comnissioner a written notice of its election to comply with
the provisions of this subsection after a specified date
before January 1, 1979, which shall be the operative date of
this section for such company, provided, if a company makes no
election, the effective date of this section for a company is
January 1, 1979.

S. COMPUTATION OF MINIMUM STANDARD BY CALENDAR YEAR OF
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a. APPLICABILITY OF THIS SUBSECTION. The calendar year
statutory valuation interest rates, as defined in this

subsection, shall be used in determining the minimum standard
for the valuation of all of the following:

(1) All life insurance policies issued in a particular
calendar year, on or after the operative date of section
508.37, subsection 5, paragraph "e".

{(2) All individual annuity and pure endowment contracts
issued in a particular calendar year on or after January 1,
1995.

(3) All annuities and pure endowments purchased in a
particular calendar year on or after January 1, 1995, under
group annuity and pure endowment contracts.

(4) The net increase, if any, in a particular calendar
year on or after January 1, 1995, in amounts heid under
guaranteed interest contracts.

b. CALENDAR YEAR STATUTORY VALUATION INTEREST RATES. .

(1) The caiendar year statutory valuation interest rates,
referred to in this paragraph as "I", shall be determined as
follows and the results rounded to the nearer one-guarter of
one percent:

(a) For life insurance,

W

I equals .03 + W(R1 - .03) + W (R2 - .09),
where Rl is the lesser of R and .09, R2 is the greater of R
and .09, R is the reference interest rate defined in paragraph
"d" of this subsection, and W is the weighting factor defined
in paragraph "c" of this subsection.

{b) For single premium immediate annuities and for annuity
benefits involving life contingencies arising from other
annuities with cash settlement options and from guaranteed
interest contracts with cash settlement options,

I equals .03 + W(R - .03},
where Rl 1s the lesser of R and .09, R2 is the greater of R .
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and .09, R is the reference interest rate defined in paragraph
"d" of this subsection, and W is the weighting factor defined
in paragraph "¢" of this subsection.

(c) For other annuities with cash settlement options and
guaranteed interest contracts with cash settlement optiocns,
valued on an issue year basis, except as stated in
subparagraph subdivision {b)}, the formula for life insurance
stated in subparagraph subdivision (a) applies to annuities
and guaranteed interest contracts with guarantee durations in
excess of ten years, and the formula for single premium
immediate annuities stated in subparagraph subdivision (b)
applies to annuities and guaranteed interest contracts with
guarantee durations of ten years or less.

(d) For other annuities with no cash settlement options
and for guaranteed interest contracts with no cash settlement
options, the formula for single premium immediate annuities
stated in subparagraph subdivision (b) applies.

(e} For other annuities with cash settlement options and
guaranteed interest contracts with cash settlement options,
valued on a change in fund basis, the formula for single
premium immediate annuities stated in subparagraph subdivision
(b) appiies.

(2) However, if the calendar year statutory valuation
interest rate for any life insurance policies issued in any
calendar year determined under subparagraph (1), subparagraph
subdivision (a) without reference to this sentence differs
from the corresponding actual rate for similar policies lssued
in the immediately preceding calendar year by less than one-
half of one percent, the calendar year statutory valuation
interest rate for the life insurance policies is egual to the
corresponding actual rate for the immediately preceding
calendar year. For purposes of applying the immediately
preceding sentence, the calendar year statutory valuation
interest rate for life insurance policies issued in a calendar
year shall be determined for 1980, using the reference
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interest rate defined in 1979, and shall be determined for
each subsequent calendar year regardless of the operative date

of section 508,37, subsection 5, paragraph "c".

c. WEIGHTING PACTORS.

(1} The weighting factors referred to in paragraph "b" are
given in the following tables:

(a) Weighting Factors for Life Insurance:

Guarantee Duration (Years) Weighting Factors
10 or less .50
More than 10, but not more than 20 .45
More than 20 .35

For life insurance, the guarantee duration is the maximum
number of years the life insurance can remain in force on a
basis guaranteed 1n the policy or under options to convert to
plans of life insurance with premium rates or nonforfeiture
values or both which are guaranteed in the original policy.

(b) The weighting factors for single premium immediate
annuities and for annuity benefits involving life
contingencies arising from other annuities with cash
settlement options and guaranteed interest contracts with cash
settiement options is .80.

(c)} Welighting factors for other annuities and for
guarantee¢ interest contracts, except as stated in
subparagraph subdivision (b), shall be as specifiéd in
subparagraph subdivision parts (i), (ii) and (iii) of this
subparagraph subdivision, according to the rules and
definitions in subparagraph subdivision parts (iv), (v), and
(vi) of this subparagraph subdivision:

{i1) For annuities and guaranteed interest contracts valued
on an issue year basis:

Weighting Factor
for Plan Type

Guarantee Duration (Years) A B C
5 or less .80 .60 50
More than 5, but not more than 10 .75 .60 .S0
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More than 10, but not more than 20 .65 .50 .45
More than 20 .45 .35 +35
(11} For annuities and guaranteed interest contracts
valued on a change in fund basis, the factors shown in
subparagraph subdivision part (i) of this subparagraph
subdivision increased by:
Plan Type
A B C
.15 .25 .05
(iii) For annuities and guaranteed interest contracts
valued on an issue-year basis, other than those with no cash
settlement options, which do not guarantee interest on
considerations received more than one year after issue or
purchase and for annuities and guaranteed interest contracts
valued on a change in fund basis which do not guarantee
interest rates on considerations received more than twelve
months beyond the valuation date, the factors shown in
subparagraph subdivision part (i) of this subparagraph
subdivision or derived in subparagraph subdivision part (ii)
of this subparagraph subdivision increased by:
Plan Type
A B C
.05% .05 .05
(iv) For other annuities with cash settlement options and
guaranteed interest contracts with cash settlement options,
the guarantee duration 15 the number of years for which the
contract guarantees interest rates in excess of the calendar
year statutory valuation interest rate for life insurance
policies with guarantee duration in excess of twenty years.
For other annuities with no cash settlement options and for
guaranteed interest contracts with no cash settlement options,
the guarantee duration is the number of years from the date of
issue or date of purchase to the date annuity benefits are
scheduled to commence.
(v) "Plan type"”, as used in subparagraph subdivision parts

-14-




(i), (ii), and (iii) of this subparagraph subdivision, 1s .
defined as follows:
“Plan Type A": At any time, the policyholder may withdraw
funds only with an adjustment to reflect changes in interest
rates or asset values since receipt of the funds by the
insurance company, or may withdraw funds without that
adjustment but in installments over five years or more, Or may
withdraw funds as in immediate life annuity; or no withdrawal

0~ 3 b W R

\D

is permitted.

"Plan Type B": Before expiration of the interest rate
guarantee, the policyholder may withdraw funds only with an
adjustment to reflect changes 1in interest rates or asset
values since receipt of the funds by the insurance company, Or
may withdraw funds without that adjustment but in installments

e
um B Wy e O

over five years or more; or no withdrawal is permitted. At

-
h

the end of interest rate guarantee, funds may be withdrawn

—
~J

without adjustment in a single sum or installments over less

[
oo

than five years.
"Plan Type C": The policyholder may withdraw funds before

L I
o 0

expiration of interest rate guarantee in a single sum or

~
—

installments over less than five years either without

%]
(%

adjustment to reflect changes in interest rates or asset

A ]
(¥

values since receipt of the funds by the insurance company, or

~J
o

subject only to a fixed surrender charge stipulated in the

8]
(V)]

contract as a percentage of the fund.

b3
Lo

{vi} A company may elect to value guaranteed interest

[N ]
~J

contracts with cash settlement options and annuities with cash

58]
o o]

settlement options on either an issue-year basis or on a

]
W

change-in-fund basis. Guaranteed interest contracts with no

[#% ]
(=]

cash settlement options and other annuities with no cash

w
—

settlement options must be valued on an issue-year basis. As

w
(8]

used in this section, an i1ssue-year basis of valuation refers

to a valuation basis under which the interest rate used to

W W W
s

duration of the annuilty or guaranteed interest contract is the

determine the minimum wvaluation standard for the entire .
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calendar year valuation interest rate for the year of issue or
year of purchase of the annuity or guaranteed interest
contract, and the change-in-fund basis of valuation refers to
a valuation basis under which the interest rate used to
determine the minimum valuation standard applicable to each
change in the fund held under the annuity or guaranteed
interest contract is the calendar year valuation interest rate
for the year of the change in the fund.

d. REFERENCE INTEREST RATE. The reference interest rate
referred to in paragraph "b" is defined as follows:

{l) For all life insurance, the lesser of the average over
a period of thirty-six months and the average over a period of
twelve months, ending on June 30 of the calendar year next
preceding the year of issue, of the monthly average of the
composite yield on seasoned corporate bonds, as published by
moody's investors service, inc.

(2) For single premium immediate annuities and for annuity
benefits involving life contingencies arising from other
annuities with cash settlement options and guaranteed interest
contracts with cash settlement options, the average over a
period of twelve months, ending on June 30 of the calendar
year of issue or year of purchase, of the monthly average of
the composite yield on seasconed corporate bonds, as published
by moody's investors service, inc.

(3) For other annuities with cash settlement options and
guaranteed interest contracts with cash settlement options,
valued on an issue-year basis, except as stated in
subparagraph (2), with guarantee duration in excess of ten
years, the lesser of the average over a period of thirty-six
months and the average over a period of twelve months, ending
on June 30 of the calendar year of issue or purchase, of the
monthly average of the composite yield on seasoned corporate
bonds, as published by moody's investors service, inc.

{4) For other annuities with cash settlement options and
guaranteed interest contracts with cash settlement options,
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valued on an issue-year basis, except as stated in
subparagraph (2), with guarantee duration of ten years or
less, the average over a period of twelve months, ending on
June 30 of the calendar year of issue or purchase, of the
monthly average of the composite yield on seasoned corporate
bonds, as published by moody's investors service, inc.

(5) For other annuities with no cash settlement options
and for guaranteed interest contracts with no cash settlement
options, the average over a period of twelve months, ending on
June 30 of the calendar year of issue or purchase, of the
monthly average of the composite yield on seasoned corporate
bonds, as published by moody's investors service, 1nc.

(6) For other annuities with cash settlement options and
guaranteed interest contracts with cash settlement options,
valued on a change-in-fund basis, except as stated in
subparagraph (2), the average over a period of twelve months,
ending on Jure 30 of the calendar year of the change in the
fund, of the monthly average of the composite yield on
seasoned corporate bonds, as published by moody's investors
service, inc.

€. ALTERNATIVE METHOD FOR DETERMINING REFERENCE INTEREST
RATES. In the event that the monthly average of the composite
vield on seasoned corporate bonds is no longer published by
moody's investors service, inc., or in the event that the
national association of insurance commissioners determines
that the monthly average of the composite yield on seasoned
corporate bonds as published by moody's investors service,
inc. is no longer appropriate for the determination of the
reference interest rate, an alternative method for
determination of the reference interest rate, which is adopted
by the national association of insurance commissioners ang
approved by rule adopted by the commissioner, may be
substituted.

6., RESERVE VALUATION METHOD -~ LIFE INSURANCE AND
ENDOWMENT BENEFITS.
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a. Except as otherwise provided in subsections 7, 10, and
12, reserves calculated according to the commissioner's
reserve valuation method, for the life insurance and endowment
benefits of policies providing for a uniform amount of
insurance and requiring the payment of uniform premiums, shall
be the excess, if any, of the present value, at the date of
valuation, of future guaranteed benefits provided for by such
policies, over the present value, at the date of valuation, of
any future modified net premiums for such policies. The
modified net premiums for such policy is the uniform
percentage of the respective contract premiums for the
benefits such that the present value, at the date of issue of
the policy, of all modified net premiums shall be equal to the
sum of the present value, at the date of valuation, of such
benefits provided for by the policy and the excess of the
amount determined in subparagraph (1) over the amount
determined in subparagraph (2}, as follows:

(1) A net level annual premium egual t¢ the present value
at the date of issue, of the benefits provided for after the
first policy year, divided by the present value at the date of
issue, of an annuity of one per annum payable on the first,
and each subsequent, anniversary of the policy on which a
premium falls due. However, the net level annual premium
shall not exceed the net level annual premium on the nineteen-
year premium whole life plan for insurance of the same amount
at an age one year more than the age of the insured at issue
of the policy.

(2) A net one-year term premium for the benefits provided
for in the first policy year.

b. However, for a life insurance policy issued on or after
January 1, 1998, for which the contract premium in the first
policy year exceeds that of the second year and for which no
comparable additional benefit is provided in the first year
for such additional premium and which provides an endowment
benefit or a cash surrender value or a combination of such
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benefit or value in an amount greater than the additional
premium, the reserve according to the commissioner's reserve
valuation method as of any policy anniversary occurring on or
before the assumed ending date defined as the first policy
anniversary on which the sum of any endowment benefit and any
cash surrender value then available is greater than such
additional premium shall be, except as otherwise provided in
subsection 10, the greater of the reserve as of such policy
anniversary calculated as described in paragraph "a" and the
reserve as of such policy anniversary calculated as described
in paragraph "a", but with the following modifications:

(1) The value defined in paragraph "a" being reduced by
fifteen percent of the amount of such excess first year
premium.

(ii) 2All present values of benefits and premiums being
determined without reference to premiums or benefits provided
for by the policy after the assumed ending date.

(iii) The policy being assumed to mature on such date as
an encdowment .

(iv) The cash surrender value provided on such date being
considered as an endowment benefit.

In making the above comparison the mortality and interest
bases stated in subsections 4 and 5 shall be used.

c. Reserves according to the commissioner's reserve
valuation method shall be calculated pursuant to a method
consistent with this subsection for all of the following:

(1) Life insurance policies providing for a varying amount
of insurance or reguiring the payment of varying premiums.

(2) Group annuity and pure endowment contracts purchased
under a retirement plan or plan of deferred compensation
established or maintained by an employer, including a
partnership or sole proprietorship, or by an employee
organization, or by both, other than a plan providing
individual retirement accounts or individual retirement
annuities under section 408 of the Internal Revenue Code.
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(3) Disability and accidental death benefits in all
policies and contracts.

(4) All other benefits, except life insurance and
endowment benefits in life insurance policies and benefits
provided by all other annuity and pure endowment contracts.

7. RESERVE VALUATION METHOD -- ANNUITY AND PURE ENDOWMENT
BENEFITS. This subsection applies to all annuity and pure
endowment contracts other than group annuity and pure
endowment contracts purchased under a retirement plan or plan
of deferred compensation established or maintained by an
employer, including a partnership or sole proprietorship, or
by an employee organization, or by both, other than a plan
providing individual retirement accounts or individual
retirement annuities under section 408 of the Internal Revenue
Code.

Reserves according to the commissioner's annuity reserve
method for benefits under annuity or pure endowment contracts,
excluding any disability and accidental death benefits in such
contracts, shall be the greatest of the respective excesses of
the present values, at the date of valuation, of the future
guaranteed benefits, including guaranteed nonforfeiture
benefits, provided for by such contracts at the end of each
respective contract year, over the present value, at the date
of valuation, of any future valuation considerations derived
from future gross considerations, reguired by the terms of
such contract, that become payable prior to the end of such
respective contract year. The future guaranteed benefits
shall be determined by using the mortality table, if any, and
the interest rate or rates, specified in such contracts for
determining guaranteed benefits. The valuation considerations
are the portions of the respective gross considerations
applied under the terms of such contracts to determine
nonforfeiture values.

8. MINIMUM RESERVES.

a. A company's aggregate reserves for all life insurance
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to render the opinion required by subsection 2 shall not be
deemed to be the adoption of a higher standard of valuation.

10. RESERVE CALCULATION -- VALUATION NET PREMIUM EXCEEDING
THE GROSS PREMIUM CHARGE.

a. If in any contract year the gross premium charged by a
life insurance company on a policy or contract is less than
the valuation net premium for the policy or contract, as
calculated by the method used in calculating the reserve for
such policy or contract but using the minimum valuation
standards of mortality and rate of interest, the minimum
reserve required for such policy or contract is the greater of
either the reserve calculated according to the mortality
table, rate of interest, and method actually used for such
policy or contract, or the reserve calculated by the method
actually used for such policy or contract but using the
minimum valuation standards of mortality and rate of interest
and replacing the valuation net premium by the actual gross
premium in each contract year for which the valuation net
premium exceeds the actual gross premium. The minimum
valuation standards of mortality and rate of interest referred
to in this section are those standards established in
subsections 4 and 5.

b. However, for any life insurance policy issued on or
after January 1, 1998, for which the gross premium in the
first policy year exceeds that of the second year and for
which no comparable additional benefit is provided in the
first year for such excess and which provides an endowment
benefit or a cash surrender value, or a combination of such
benefit and value, in an amount greater than the excess
premium, the provisions of paragraph "a" apply as if the
method actually used in calculating the reserve for such
policy is the method established in subsection 6, excluding
paragraph "b" of that subsection. The minimum reserve of the
policy at each policy anniversary shall be the greater of the
minimum reserve calculated pursuant to subsection 6 and the
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minimum reserve calculated in accordance with this subsection,
1l1. RESERVE CALCULATION -- INDETERMINATE PREMIUM PLANS.

In the case of any plan of life insurance which provides for

future premium determination, the amounts of such premium

which are to be determined by the insurance company based on

estimates of future experience, or in the case of any plan of

life insurance or annuity, the minimum reserves of which
cannot be determined by the methods established in subsections
6, 7, and 10, the reserves which are held under the plan must
be appropriate in relation to the benefits and the pattern of
premiums for that plan, and shall be computed by a method
which is consistent with this section, as determined by rules
adopted by the commissioner.

12. MINIMUM STANDARDS FOR HEALTH (DISABILITY, ACCIDENT,
AND SICKNESS)} PLANS. The commissioner shall adopt rules
containing the minimum standards applicable to the valuation
of health, disability, and sickness and accident plans.

Sec. 4. Section 521C.2, subsection 8, paragraph c, Code
1993, is amended to read as follows:

c. An underwriting manager who, pursuant to contract,
manages all or part of the reinsurance operations of the
reinsurer, who is under common control with the reinsurer,
subject to chapter 521A relating to the regulation of
insurance holding company systems, and who is not compensated
based upon the volume of premiums written.

Sec. 5. Section 521C.1l1, Code 1993, is amended to read as
follows:

521C.11 PENALTIES AND LIABILITIES.

l. A reinsurance intermediary;-insurery-or-reinsurer Or

other person found by the commissioner, after a hearing

conducted in accordance with chapter 173, to be-in-viotatien
of have not materially complied with a provision of this

chapter is subject to one or more of the following:
a. FPor each separate violation, a civil penalty in an

amount not exceeding ten five thousand dollars,
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b. Revocation or suspension of the license of the

reinsurance intermediary.

er--If-a-viotation-was-committed-by-the-reinaurance
tntermedtary;-a-civii-action-brought-by-the-commiss:ioner
seeking-restrtutron-by-the-reinsurance-intermedzary-to-the
insurer;-reinaurer;-rehabiittateory-or-iiquidator-of-the
insgrer-or-reinsurar-for-tha-net-iosses-ineurred-by-the
tnsurer-or-reinsurer-attributable-te-the-viotations

If the commissioner finds that such noncompliance has

resulted in a loss or damage to the insurer or reinsurer, the

commissioner may bring a civil action on behalf of the insurer

or reinsurer, and the policyholders and creditors of the

insurer or reinsurer, seeking the recovery of compensatory

damages for the benefit of the insurer or reinsurer, and the

policyholders and creditors of the insurer or reinsurer, or

seeking other relief as appropriate.

If an order of rehabilitation or liguidation has been

entered pursuant to chapter 507C, and the receiver appointed

under the order determines that the reinsurance intermediary

or any other person has not materially complied with a

provision of this chapter and such noncompliance has resulted

in a loss or damage to the insurer or reinsurer, the receiver

may bring a civil action on behalf of the insurer or reinsurer

seeking the reccvery of damages for the benefit of the insurer

or reinsurer, or seeking other appropriate sanction or relief.

2. A decision, determination, or order of the commissioner
made or entered pursuant to subsection 1 is subject to
judicial review pursuant to chapter 1l7A.

3. This section does not affect the right of the
commissioner to impose any other penalties provided in this
subtitle.

4. This chapter shall not in any manner limit or restrict
the rights of pelicyholders, claimants, creditors, or other
third parties, or confer any rights to such persons.

Sec. 6. NEW SECTION. 521D.1 TITLE.
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This chapter shall be known and may be cited as the
“Disclosure of Material Transactions Act".

Sec. 7. NEW SECTION. 521D.2 REPORT.

1. An insurer domiciled in this state shall file a report
with the commissioner disclosing material acquisitions and

dispositions of assets, or material nonrenewals,
cancellations, or revisions of ceded reinsurance agreements
unless such acquisitions and dispositions of assets, or
material nonrenewals, cancellations, or revisions of ceded
reinsurance agreements have been submitted to the commissioner
for review, approval, or information purposes pursuant to
other provisions of this subtitle or pursuant to other
reguirements. The report shall be filed not later than
fifteen days after the end of the calendar year in which the
material acquisition or disposition of assets, or material
nonrenewal, cancellation, or revision of ceded reinsurance
agreements occurs.

2. The insurer shall also file a copy of the report
required to be filed with the commissioner pursuant to
subsection 1, including any exhibits or other attachments
filed as part of the report, with the national association of
insurance commissicners.

3. All reports obtained by or disclosed to the
commissioner and the national association of insurance
commissioners pursuant to this chapter are confidential and
shall not be subject to subpoena and shall not be made public
by the commissioner, the national association of insurance
commissioners, or any other person without the prior written
consent of the insurer to which it pertains, unless the
commissioner, after giving such insurer notice and providing
an opportunity to be heard, determines that the interest of
policyholders, shareholders, or the public will be served by
the publication or disclosure of the report, in which event
the commissioner may publish or disclose all or any part of
the report as deemed appropriate.
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Notwithstanding this subsection, the commissioner or the
national association of insurance commissioners may provide
the report to the insurance regulatory agencies of other
states,

Sec. 8. NEW SECTION. 521D.3 REPORT OF ACQUISITION AND
DISPOSITION OF ASSETS =-- INFORMATICN REQUIRED ~-- SCOPE.

1. An acquisition or disposition of assets need not be
reported pursuant to section 521D.2 if the acquisition or

disposition is not material. For purposes of this chapter, a
material acquisition, or the aggregate of any series of
related acquisitions, or a disposition, or the aggregate of
any series of related dispositions, during any thirty-day
period, is one that is nonrecurring, is not in the ordinary
course of business, and involves more than five percent of the
reporting insurer's total admitted assets as reported in its
most recent statutory statement filed with the insurance
division of the insurer's state of domicile.

2. For purposes of this chapter, an asset acquisition
includes every purchase, lease, exchange, merger,
consolidation, succession, or other acquisition, other than
the construction or development of real property by or for the
reporting insurer or the acquisition of materials for such
purpose. For purposes of this chapter, an asset disposition
includes every sale, lease, exchange, merger, consclidation,
mortgage, hypothecation, assignment, whether for the benefit
of creditors of otherwise, abandonment, destruction, or other
disposition.

3. A report of a material acquisition or disposition of
assets shall include all of the following:

a. Date of the transaction.

b. Manner of the acquisition or disposition.

¢. Description of the assets involved.

d. Nature and amount of the consideration given or
received.

e. Purpose of, or reason for, the transaction.
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f. Manner by which the amount of consideration was
determined.

g. Gain or loss recognized or realized as a result of the
transaction.

h. Name or names of the person or persons from whom the
assets were acquired or to whom they were disposegd.

4. An insurer is required to report material acquisitions
and dispositions on a nonconsolidated basis unless the insurer
is part of a consclidated group of insurers which utilizes a
pooling arrangement or one hundred percent reinsurance
acreement that affects the solvency and integrity of the
insurer's reserves, and such insurer ceded substantially all
of its direct and assumed business to the pool. An insurer is
deemed to have ceded substantially all of its direct and
assumeé business to a pool if the insurer has less than one
million dollars total direct plus assumed written premiums
during a calendar year that are not subject to a pooling
arrangement, and the net income of the business not subject to
the pooling arrangement represents less than five percent of
the insurer's capital and surpius.

Sec., 9. NEW SECTION. 521D.4 REPORT OF NONRENEWAL,
CANCELLATION, REVISION OF CEDED REINSURANCE AGREEMENTS --
INFORMATION REQUIRED -- SCOPE.

1. A nonrenewazl, cancellation, or revision of a ceded

reinsurance agreement need not be reported pursuant to section
521D.2 if the nonrenewal, cancellation, or revision is not
material. For purposes of this chapter, a material
nonrenewal, cancellation, or revision of a ceded reinsurance
agreement is one that does the following:

a. For property and casualty business including accident
and health business when written as such, affects more than
fifty percent of an insurer's ceded written premium on an
annualized basis as indicated in the insurer's most recently
fileé statutory statement.

b. For life, annuity, and accident and health business,
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affects more than fifty percent of the total reserve credit
taken for business ceded on an annualized basis as indicated
in the insurer's most recently filed statutory statement.

2. Notwithstanding subsection 1, a filing is not required
if the insurer's ceded written premium represents, on an
annualized basis, less than ten percent of direct plus assumed
written premium, or the total reserve credit taken for
business ceded represents, on an annualized basis, less than
ten percent of the statutory reserve requirement prior to any
cession.

3. A report required to be filed pursuant to this chapter
is to be filled regardless of who has initiated the nonrenewal,
cancellation, or revision of the ceded reinsurance agreement
whenever one or more of the following conditions exist:

a. The entire cession has been canceled, nonrenewed, or
revised and ceded indemnity and loss adjustment expense
reserves, after any nonrenewal, cancellation, or revision,
represent less than fifty percent of the comparable reserves
that would have been ceded had the nonrenewal, cancellation,
or revision not occurred.

b. An authorized or accredited reinsurer has been replaced
on an existing cession by an unauthorized reinsurer,

c. Ceollateral requirements previously established for
unauthorized reinsurers have been reduced.

4. A report of a material nonrenewal, cancellation, or
revision of a ceded reinsurance agreement required to be filed
shall include all of the following:

a. The effective date of the nonrenewal, cancellation, or
revision.

b. The description of the transaction including the
identification of the initiator of the transaction.

c. The purpose of, or reason for, the transaction.

d. The identity of the replacement reinsurers, if
applicable,

5. Insurers are required to report all material
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nonrenewals, cancellations, or revisions of ceded reinsurance
agreements on a nonconsclidated basis unless the insurer is
part of a consolidated group of insurers which utilizes an
intercompany pooling agreement or arrangement or a one hundred
percent reinsurance agreement under which the ceding company
has ceded substantially one hundred percent of its direct and
assumed business to a pool. An insurer is deemed to have
ceded substantially one hundred percent of its direct and
assumed business to a pool if the insurer has less than one
million dollars of total direct plus assumed written premiums
during a calendar year that are not subject to the pooling
agreement or arrangement and the net income of the business
not subject to the pooling agreement or arrangement represents
less than five percent of the insurer's capital and surplus.
If a group of insurers reports on a consolidated basis, the
report shall identify the individual insurers that are members
of the group.

EXPLANATION

This bill relates to insurance regulation and includes
provisions relating to the release of confidential
information, the standard valuation of certain insurance
policies and contracts and annuities and endowments, and the
disclosure of certain transactions of insurers domiciled in
this state.

New section 505.17 is created which provides that
disclosure of confidential information, administrative or
judicial orders which are closed, or other action of the
division which is not an open record, to other state
regulatory officials may be permitted by the commissioner if
those officials are subject to, or agree to comply with,
standards of confidentiality comparable to those imposed on
the commissioner.

Sections 2 ancé 3 amend the standard valuation provisions
related to life insurance policies and contracts, and annuity

and endowment contracts.
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Sections 4 and 5 amend provisions relating to reinsurance
intermediaries. Section 521C.8 is amended to provide that an
underwriting manager who manages part of the reinsurance
operations of a reinsurer and who is under common control with
the reinsurer, is not a reinsurance intermediary-manager.
Currently, only an underwriting manager who manages all of the
reinsurance operations of the reinsurer and who is under
common control with the reinsurer is excluded from the
definition of a reinsurance intermediary-manager.

Sections 6 through 9 create a new chapter 521D which
requires the disclosure of certain material transactions,

Section 521D.] establishes the title of the chapter,

Section 521D.2 requires an insurer domiciled in this state
to file a report with the commissioner and the national
association of insurance commissioners disclosing material
acquisitions and dispositions of assets, or material
nonrenewals, cancellations, or revisions of ceded reinsurance
agreements unless such acquisitions and dispositions of
assets, or material nonrenewals, cancellations, or revisions
of ceded reinsurance agreements have been submitted to the
commissioner for review, approval, or information purposes
pursuant to other provisions.

Section 521D.3 provides that a report of acquisition and
disposition of assets need not be filed if the acquisition or
disposition is not material. The section also sets forth the
information which must be included in such report.

Section 521D.4 provides that a report of a nonrenewal,
cancellation, or revision of a ceded reinsurance agreement
need not be filed if the nonrenewal, cancellation, or revision
of the ceded reinsurance agreement is not material. The
section also sets forth the information which must be included
in such report.

BACKGROUND STATEMENT
SUBMITTED BY THE AGENCY
All provisions within this bill are requirements for the
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maintenance of the Iowa insurance division's accreditation
with the national association of insurance commissioners.

Section 1 provides for the authority of the division to
share with other states' insurance regulatory agencies con-
fidential information concerning insurance companies. Such
information might include data received during the course of
an administrative investigation or during a financial
examination. The intent is to insure that state regqulators
are kept adequately advised of issues or problems which may
affect the insurers they regulate.

Sections 2 and 3 revise the standard valuation law. This
section of the law specifies the method of calculation used by
life insurance companies in annually computing the amount of
reserves (amount representing actual and potential liabilities
to be incurred during the year) which must be maintained.

Sections 4 and 5 contain amendments to the Reinsurance
Intermedlaries Act. The Act regulates persons who act as
third parties in negotiating reinsurance agreements between a
ceding insurer and a reinsurer. The amendments proposed
pertain to the definition of a "reinsurance intermediary~
manager", and to the penalties assessed against violators of
the Act.

Sections 6 through 9 establish a new chapter entitled
"Disclosure of Material Transactions Act". The Act clarifies
and expands upon the reporting requirements the division
impcses on insurers with regard to transactions between
subsidiaries. Such transactions include acguisition and
disposition of assets, and nonrenewal, cancellation, or

revision of reinsurance agreements.

LSB 3248DP 75
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SEHATE FILE 2282

AN ACT
RELATING TO THE REGULATION OF INSURANCE INCLUDING PROVISIONS
CORCERNING THE DISCLOSURE OF CONFIDENTIAL INFORMATION, THE
STANDARD VALUATION OF CERTAIN INSURANCE POLICIES AND CON-
TRACTS AND AMNUITIES AND ENDOWMENTS, AND THE DISCLOSURE OF
CERTALIN TRAMSACTIONS OF INSURERS DOMICILED IN THIS STATE,
AND PROVIDING AN EFPECTIVE DATE.

IT ENACTED BY THE GEMERAL ASSEMBLY OF THE STATE OF IOWA:
Section 1. Section 505.7, subsection 1, Code Supplement

1993, is amended to read as follows:
1. All fees and charges which are required by law to be

pald by insurtance companies, and associations, and other

vrequlated entities shall be payable to the commissioner of the

tnsurance division of the department of commerce or department
of revenue and finance, as provided by law, whose duty it
shall be to account for and pay over the same to the treasurer

Senate File 2282, p. 2

of state at the time and in the manner provided by law for
deposit in the general fund of the state.

Sec., 2. Section %05.7, Code Supplement 1993, is amended by
adding the following new subsection:

NEW SUBSECTION. 8. The commissioner may assess the costg
of an audit br examination to a health insurance purchasing
coopecative, in the same manner as provided for insurance
companies under sections 507.7 through 507.9, and may
establish by tule reasonable tiling fees to fund the cost of
regqulatory oversight.

Sec. 3. Section S505.8, Code 1993, ia amended by adding the
following new subsection:

NEW SUBSECTION. 6. The commissioner shall supervise atl
health insurance purchasing cocperatives providing services or
operating within the state and the organization of domestic
cooperatives. The commissioner may admit nondomestic health
inaurance purchasing cooperatives under the same standards as
domestic cooperatives,

Sec, 4. NEW SECTION. 505,17 CONFIDENTIAL IMPORMATION.

The disclosure of confidential information, administrative
or judicial ordecrs which contain confidential information, or
information regarding other action of the division which is
not & public record subject to disclesure. to tequlatory
officials Erom this or other states may be permitted by the
comuissioner provided that those officials are subject to, or
agree to comply with, standacds of confidentiality comparable
to those imposed on the commissicner.

Sec. 5. 505.20 HEALTH ACCOUNTING STANDARDS
-- DUTIES OF COMMISSIONER,

The commisaioner, in conjunction with the community health
management information system established in chapter 144C, i€
enacted by the Seventy-fifth Generatl Assembly, shall adopt
rules establishing health accounting standards to be enforced
statewide, The communily health management information system
board shall propose accounting standacrds For cost and quality
to the comnissioner for approval. The commissioner shall
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enforce the standards 1n conjunction with the community health
canagement information system board.

Sec, 6. NEW SECTION. 505,271 HEALTH CARE ACCESS -- DUTIES
OF COMMISSIONER -~ PENALTIES,

1. The commissioner shall adopt rules establishing a
requirement that an employer provide access to health care to
the employees of the employer. The rules shall provide that
an employer doing business within this state shall offer each
employee, at a minimum, access to health insutance. The
requirement contalined in this section may be satiafied by
offering any of the following:

a. Health care coverage through an insurer or health
maintenance crganization authorized to do business in this
state.

b, Access to health benefits through a health benefits
plan qualified undecr the federal Employee Retirement lIncome
Security Act of 1974,

2. An employer may financlally contribute toward the
employee's health benefit plan. The employetr shall offer
payroll deduction of employee contributions and direct deposit
of premium payrents related to a health insurance purchasing
cocperative or other health care coverage.

1. A violation of this section may be reported to the
consumer and legal affairs bureau in the insurance division.
The division may issue, upon a tinding that an amployer has
failed to offer an employee access tc health insutance, any of
the following:

a. A cease and desist order instructing the employer to
cute the failure and desist from future violations of this
section.

b. An order requiring an employer who has previously been
the subject of a cease and desist ovder tc pay an employee's
reasonable health insurance premiuns necessary Lo prevent of
cure a lapse in health care coverage acising out of the
employer's failure to offer as required,

Senate File 2282, p. 4

¢. &n order upon the employer assessing the reasnnable
costs of the division's investigation and enfotcement action,

4. The insurance division shall annually provide a written
report to the general assembly beginning Jaouary 1, 1995,
which evaluates the effects of this section on providing

universal coverage for all Iowans., If the division detecmines

that the state has not acnieved a level of individuals without
health care coverage of less tham three percent of total
population through voluntary means by June 30, 1999, the
division shall make recommendations for the implementation of
and a fimancing mechanism for a requicement that all
individuals in this state procure and maintain health care
coverage for themselves and their dependents.

Sec. 7. Section 508.36, subsection 1, Code 1993, is
amended to read as follows:

1. RESERVE VALUATION., The commissionec shall annually
value, or cause to be valued, the reserve liabilities
fhereinafter-cai}ed—reserves}!_nggyggg_sq_ip"thig_ggggipn_gg
reserves, for all outstanding life insurance policies and
annuity and puce endowment contracts of every life insurance
company doing business in this state, execapt-rhat-tn-the-case
of—an-aiien-cempanyr-such-va!uotien—shaii-be—!imited~to-its
United-grakes-busineasr and may certify the amount of any such
reserves, specifying the mortality table or tables, rate or
tates of intetest, and methads-¢the net level ptemium method
ot othert methods vsed in the calculation of such teserves,

In calculating sueh the reserves, the comeissioner may use
group methods and approximate averages for fractions of a year
or othetwise. Por-the-purpose-sf-making-avech-vainatisn-the
commisstener~may-enpioy-avconpetent-actnary-whe—sha}i-be—paid
by—bhe—eempany-for—which—the-service-is—renderedr—bnt—a
denesric-company-may—mnhe-sech-vaiuat&on-and-&k-sha!i-bc
recegved-by-the—cenmiss&oner-upon~sattséaetery—proef-oé—éts
correctness: 1n lieu of the valuation of the reserves herein
required in this section of any foreign or aiien company, the
commigsioner may accept any valuation made, or caused to be
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made, by the Insurance supervisory official of any state or
other jurisdiction when such valuation complies with the
minimem standard herein provided for in this section and if
the official of such state or jurisdiction accepts as
sufficient and valid for all legal purposes the certificate of
valuation of the commissioner when such certificate states the
valuation to have been made ln a specified manner according to
which the aggregate reserves would be at least as large as if
they had been computed in the manner prescribed by the law of
that state or jurisdiction.

Any-such-gompany-which-at-any-time-shaii-have-adopted-any
seandard-of-vaination-producing-greatar-agoreqate-resseves
than-those-cateunteated-according-to-the-minimum-standard-hecein
provided-mayr-with-the-apprevai-of-the-commiastonery-adopt-any
tower-standard-of-valustiony-but-not-tewer-than-the-minimom
hevein-provideds

Sec. B. Section 506.36. subsection 2, Code 1993, is
amended by atriking the subsection and inserting in liecu
thereof the following:

2. ACTUARIAL OPIMION OF RESERVES. This subsection is
effective January l, 1996,

a. GEWERAL. A life insurance company doing business in
this state ghall annually submit the written opinion of a
qualified actvary as to whether the reserves and related
actuarial items held in support of the policies and conttracts
specified by the commissioner by regulation are computed
appropriately, atre based on assumptions which satisfy
contractual provisions, are consistent with prior ceported
amounts, and are in compliance with applicable laws of this
state. The conmissioner shall define by rule the requirements
and content of this opunion and add any other items deered to
be necessary.

h. ACTUARIAL ANALYS1S OF RESERVLS AND ASSETS SUPPORTIRG
SUCH RESERVES.

(1) Unless exempted by rule. a life insucance company
shall also annually include in the opinion required by
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paragraph “a", an opinion of the same qualified actuary as to
whether the reserves and related actuarial items held in
support of policies and contracts specified by the
commissioner by rule, when considered with respect to the
assets held by the company associated with the resecves and
related actuarial items, including, but not limited tc, the
investment earnings on the assets and the considetations
anticipated to be ceceived and retained under the policies and
contracts, are ayfficient for the company's obligations under
the policies and contracts, including but not limited to the
benefits under and expenses associated with the policies and
contracts.

(2) The commissioner may provide by rule for a transiticn
periad for establishing any higher reserves which the
qualified actuary may deem necessary in order to render the
opinion required by this section.

c. REQUIREMENTE FOR ACTUARIAL AMALYSIS. An opinion
required by paragraph "b" shall be governed by the following
provisions:

{1) A memorandum, in form and substance acceptable to the
commisasioner as specified by rule, shall be prepared to
support each actuarial opinion.

(2) If the ingurance company fails to provide a supporting
memorandum at the request of the commissioner within a period
specified by rule or the commissioner derermines that the
supporting memorandum provided by the insurance company fails
to meet the standards prescribed by the rules or is otherwise
unacceptable to the comnmissioner, the commissioner may engage
a qualified actuary at the expense of the company to review
the opinion and the basis for the opinion and prepace such
supporting memorandum as is required by the commissioner.

d. REQUIREMENT FOR ALL OFINIONS. An opinion cequited
under this section is governed by the following provisions:

(1) The opinion shall be submitted with the annual
statement reflecting the valuation of such regecrve liabilities

for each year ending on or after December 31, 1995.

822 4S
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(2] The opinion shall apply to all business in force,
including individual and group health insurance plans, in form
and substance acceptable to the commissioner as specified by
rule.

{Jy The oplnion shall be based on standards adopted from
time to time by the actuarlal standacrds board and on such
additional standards as the commissloner may by rule
prescribe.

t4} In the case of an opinion required to be aubmitted by
a foreign or alien company, the commissioner may accept the
opinion €iled by that company with the insurance supervisory
cfficial of another state if the cormissioner determines that
the opinion reasonably meets the requirements applicable to a
company domiciled in this state,

{5) For the purposes of this section, “"qualified actuary”
means a member in good standing of the Amerlcan academy of
actuaries who meets the requlrements of the commissioner as
specified by rule.

[6) Except in cases of fraud or willCul m{sconduct. a
qualified actuary is not liable for damages to any person,
other than teo the insutrance company and the commissicner, fot
any act, etror, cmigasion, decision, or conduct with reapect to
the actuary's opinion.

{7) Disciplinary action which may be taken by the
commissioner against the company or the qualified actuary
shall be defined in tules adopted by the commissioner.

{8) Any memorandum in support of the opinion, and any
other matecial provided by the ceompany to the commissioner in
connection with the opinion, shall be kept confidential by the
commissioner and shall not be made public and shall not be
subject to subpoena, other than faor the purpose of defending
an action seeking damages from any person by reason cf any
action tequired by this section or by rules adopted putrsuant
to this section. Notwithstanding this subparagcaph, the
memorandum o¢r other material may be celeased by the
commissioner if eithec of the following apply:
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(a) The commissioner receives the written consent of the
company with which the copinion is associated.

(b] The American academy of actuaries requests that the
memocandum or other material is requlred for the purpose of
professional disciplinary proceedings and setting forth
procedures satisfactory to the commissioner for pteserving the
confidentiality of the memocrandum or other material,

Once any portion of the confidential memorandum is cited by
the company in its marketing, is cited hefore any governmental
agency othet than a state insurance department, or is released
by the company to the newg media, all portions of the
confidential memorandum are no longer confidential.

3. COMPUTATIONS OF MINIMUM STANDARDS. Except as otherwise
provided in subsections 4§, 5, and 12, the minimum standard for
the valuation of all such policies and contracts issued prior
to July 1, 1994, shall be that provided by the laws in effect
immediately prior to such date. Except as otherwise provided
in subsections 4, S, and 12, the minimum standard for the
valuation of all such pelicies and contcacts shall be the
commisgioner's reserve valuation methods defined in
subsections 6, 7, 10, and 11, five percent interest for group
annuity and pure endowment contracts and three and cne-hbalf
percent interest for all other policies and contracts, or in
the case of policies and contracks, other than annuity and
pure endowment contcacts, issued on or after July 1, 1974,
four percent interest for such policies lssued prior to
January 1, 1980, five and one-half percent interest for single
premium life insurance policies and four and one-half percent
intecrest for all other such policies issued on and after
January 1, 1980, and the following tables:

a. For all ordinacy policies of life insurance issued on
the standard basis, excluding any disability and accidental
death benefits in the policies, the following:

[1) The commissioners 19241 standard ocdinacty mocrality
table for policies issued prior to the operative date of
section 508.37, subsection 5, paragraph “a",
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[2) The commissioners 1958 standard ordinaty mortality
table for such policies issued on or after the operative date
of section 508,37, subsectlion 5, paragraph "c", provided that
for any category of policies issued on female risks, all
modified net premiums and present values refercved to in this
section may be calculated according to an age not more than
3ixn years youngec than the actual age of the insured.

{3) For pelicies issued on or after the operative date of
section S08.37, subsectiomn 5, paragraph "c“, any of the
following:

[(a) The comnissioners 1980 standard ordinaty mortality
table.

(b) At the election of the company for any one or more
specified plans of life insurance, the commissionecs 1980
standard ordinary moctality table with ten-year select
mortality factors,

(e) Any ordinacy mortality table, adopted after 1980 by
the national associaticn of insurance commissioners, that is
approved by rule adopted by the commissioner for usgse in
determining the minimum standard of valuation fot such
policies.

b. For all industrial life insurance policies iasued on
the standard basis, excluding any disability and accidental
death benefits in the policies, the following:

(l] For policies issued prior to the operative date of
section 508.37, subsection 5, paragraph "b", the 1941 standacd
industrial mortality table.

({2) Fot policies issued on or after the operative date of
gection S08.37, subsection 5, paragraph "b", the commissioners
1961 standard industrial mortality table, ot any industrial
mortality table adopted after 1980 by the national association
of insutance commisgioners, that is approved by rule adopted
by the commissioner fot use in determining the minimum
standard of valuation [or such policies.

¢. For individual annuity and pure endowment contracts,

excluding any disability and accidental death benefits in such
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policies the 1937 standard annuity morrality table or, at the
option of the company, the annuity mortality table For 1949,
vltimate, or any modification of either of these tables
approved by the commissioner.,

d. For group annuity and pure endowment contracts,
excluding any disability and accidental death benefits in such
pelicies. the group annuity mortality table for 1951, or a
modification of the table approved by the commissionet, or at
the option of the company, any of the tables or modifications
of tables gpecified for individual annuity and pure endowment
contracts,

e. Por total and pecmanent disability benefits in or
supplementaty to ordinary policies or contracts, the
following:

(1) For policies or contracts issued on or after January
1, 1966, the tables of period 2 disablement rates and the 1930
to 1950 termination rates of the 1952 disability study of the
society of actuaries, with due regard to the type of benefit,
or any tables of disablement rates and termination rates
adopted after 1980 by the national asscciation of insurance
commissioners and apptoved by rule adopted by the commissioner
for use in determining the minimum standard of valuation for
such policies.

[2) Focr policies or contracts issued on ot after Janyary
1, 1961, and prior to Januacy 1, 1966, either of the tables
identified undec subparagraph (1), or at the opticn of the
company, the class (3) disability table (1926).

[3) For policies issued prior to Januacy 1, 1961, the
class (3) disability table {1926).

A table used under this paragraph “e" shall. for active
lives, be combined with a mortality table permitted for

calculating the reserves for life insurtance policies.
f. For accidental death benefits in or supplementary to
policies, the following:

(1] For policies igsued on or after Januaty 1, 1966, the
1959 accidental death benefits table, or any accidental death
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benetits table adopted after 1380 by the national association
of insurance commissioners and apptoved by rule adopted by the
cemmissjoner for use in determining the minimum standard of
valuation for such policies.

(2) For policies lasued on or after January 1, 1961, and
prior to January l, 1966, either of the tables identified
vader subpacagraph (1), or at the option of the company, the
inter-company double indemnity mortality table.

(3) FPor policles issued prior to January 1, L1961, the
inter-company double indemnity mortality table.

A table used under this paragraph "€" shall be combined
with a mortality table for calculating the resecves for life
insurance policies.

g. Tor group life insurance, life insurance iassued on the
substandard basis, and other special benefits, tables approved
by the commissiconer.

4., COMPUTATION FOR MIMIMUM STAMDARDS POR ANNUITIES.
Except as provided in subsection S, the minimum standard €or
the valuation of all individual annuity and pure endowment
contracts issued on or after the operative date of this
subsection, and for all annuities and puce endowments
purchased on or after the operative date of this subsection
under group annuity and pure endowment conkracts, shall be the
commissionec's reserve valuation methods defined in
subsections 6§ and 7. and the following tables and interest
rates:

a. For individual annuity and pure endowment contracts
issued prior to January 1, 1980, excluding any disability and
accidental death benefits in such contracts, both of the
follewing:

[1) The 1971 individual annuity mortalaity table, or any
rodification of this table approved by the comrmissioner.

(2) S$ix percent interest for single premium immediate
annuity contracts, and four percent interest focr all other
individual anauity and pure endowmeant contracts.
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b. For indlvidual single premium immediate annuity
contracts issued on or after January 1. 1980, excluding any
disability and accidental death benefits i1n such conkracts,
both of the following:

{L) One of the following tables:

{a} The 1971 individual annuity mortality table.

(b} An individual annuity mortality table, adopted afrer
1980 by the national association of Insurance commissioners
and approved by rule adopted by the commissioner €or use in
determining the minimum standard of valuation for such
contracts.

(c) A modification of the tables identified in
subparagreaph subdivisions (a) and (b) approved by the
commissioner,

(2] Seven and one-half percent interest,

c. Por individual aanuity and pure endowment contracts
issued on or after January 1, 1980, other than single premium

immediate annuity contracts, excluding any disability and

accidental death benefits in such contracts, hoth of the
following:

(1) One of the following tablea:

(a) The 1971 individual annuity morktality table,

{(b) An individual annuiry mortality table adopted after
19A0 by the national association of insurance commissioners
and approved by rule adopted by the commissioner for use in
determining the minimun standard of valuation for such
contrackts,

(c) A modification of the tables identified in
subparagraph subdivisions {a) and (b) approved by the
commigsionec,

{2) Five and one-half perceanr interest for single premium
defercred annuity and pure endoument contracts and four ard
ane-hal€ percent intecest for all other such individual
annuity and pure endownent contracts.

d. For all annuities and pure endowments purchased prior
to January 1, 1989, under group annuity and pure endowment
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contracts, excluding any disability and accidental death
benefitg purchased under such contracts, both of the
Ecllowing:

(1) The 1971 group annuity mortality table or any
modification of this table approved by the commissioner.

[2) Six percent interest,

e, For all annuities and pure endowments purchased on ot
after Januacry 1, 1980, under group annuity and pure endowment
contracts, excluding any disability and accidental death
benefits purchased under such contrackts, both cf the
following:

(1) One of the following tables:

(a) The 1971 group annuity mortality table.

(b) A group annuity moctallty table adopted after 1980 by
the national asscciation of insurance commissioners and
approved by rule adopted by the cormissioner for use in
determining the minimum standard of valuation for such
annuities and pure endowments.

(¢} A modification of the tables idemtlified in
subparagraph subdivislions (a} and (b} approved by the
commiasioner.

{2) Seven and cne-half percent interent.

After July 1, 1973, a company may file with the
commissioner a written notice of {ts election to comply with

the provisions of this subsectlon after a specified date

before January 1, 1979, which shall be the cperative date of
this gection for such company, provided, 1€ a company makes nc
alection, the effective date of this section for a company is
Janvary 1, 1979.

5. COMPUTATION OF MINIMUM STANDARD BY CALENDAR YEAR OF
15SUE.

a. APPLICABILITY OF THIS SUBSECTION., The calendat year
statutory valuation interest rates, as defined in this
subsection, shall be used in determining the minimum standacd
Eat the valuation of all of the following:
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(1) All life insurance policies issued in a particular
calendar year, on or after the operative date of section
508.37, subsection 5, pacagraph "t".

{2} All individual amnuity and pure endowment contracts
issued In a particular calendar year on or after January 1,
1995,

(3] All annulities and pure endowments purchased in a
particular calendar year on or after Jamuwary 1, 1995, under
group annuity and pure endowment contracts.

{4) The net increase, Iif amy, in a particular calendar
year on ot after January 1, 1995, in amounts held under
guaranteed interest contracts,

b. CALENDAR YEAR STATUTORY VALUATION INTEREST RATES.

[l) The calendar year statutory valuvation interest rates,
referred to in this paragraph as "1", shall be determined as
follows and the results rounded to the nearer one-guatter of
one percent:

[a) For life insurance,

W

I equals .03 + W(R1 - .03) + 2 (R2 - .09,
where Rl is the lesser of R and .09, R2 is the greater of R
and .09, R is the reference intereat rate defined in patagraph
"d" of this subsection, and W is the welghting factor defined
in paragraph "¢" of this subsection.

{b} Por single premium immediate annuities and for annuity
berefits invelving life contingencies arising from other
annuities with cash settlement options and from guaranteed
interest contracts with cash settlement options,

I equals .03 + W[(R -~ .03},
where Rl 13 the lesger of R and .09, R2 is the greater of R
and .09, R is the reference interest rate defined in patagraph
"d" of this subsection, and W is the weighting factor defined
in paragraph "c¢" of this subsection.

(¢} For other annuities with cash settlement options and
guaranteed interest contracts with cash settlement options,
valued on an issue year basis, except as stated in
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subparagraph subdivision (b}, the formula for lite insurance
stated in subparagraph subdivision {a) applies to annuities
and guaranteed interest contracts with guarantee durations in
excess of ten years, and the formula for single premium
immediate annuities stated in subparagraph subdivision (b}
applies to annuities and guaranteed interest contracts with
guarantee durations of ten years or less.

(d) For other annuities with no cash settlement options
and for guaranteed interest contracts with no cash settlement
options, the Formula for single premium immediate annuities
stated in subparagraph subdivision (b) applies.

(e} Fotr other annuities with cash settlement options and
guaranteed interest contracts with cash sertlement optlons,
valued on a change in fund basis, the formula for single
premium immediate annuities atated in subpacagraph subdivision
{b) applies.

(2) However, if the calendatr year statutory valuation
interest rate for any life Insurance policies issued in any
calendar year determined under subparagraph (1), subparagraph
subdivision (a) without reference to this sentence differs
from the corresponding actual rate Eor similar policies issued
in the immediately preceding calendar year by less than one-
half of one percent, the calendar year statutory valuation
interest rate for the life insurance policies ls equal to the
cortesponding actual rate for the immediately preceding
calendar year. Fot purposes of applying the immediately
preceding sentence, the calendar year statutory valuation
interest rate for life insurance policies issuved in a calendar
year shall be determined for 1980, using the reference
interest rate defined in 1979, and shall be determined for
each subsequent calendar year regardless of the operative date
of section 508.37, subsecticn S, patragraph “c".

c. HEIGHTIKG FACTCRS.

[1) The weighting factors refercred to im paragraph "b" are
given in the following tables:
{a) Weighting Pactors for Life Insurance:
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Guarantee Duration (Years) wWelighting Factors

10 or less .50

More than 10, but not more than 20 .45

More than 20 .35

Por life insurance, the guarantee duration is the maximum
number of years the life insurance can temain in fotce on a
basis guaranteed in the policy or under options to convert to
plans of 1ife insurance with premium rates or nomforfeiture
values or both which are guaranteed in the criginal policy.

(b} The weightlng factors for single premium immediate
annultieas and for anpuity benefits involving life
contingencies arising from other annuities with cash
settlement options and guaranteed interest contracts with cash
settlement options ia .80.

{(c) Weighting factocs for other annuities and for
guaranteed interest contracts, except as stated in
subparagraph subdivision [b), shall be as specified in
subparagraph subdlivision parts (i), (ii} and (iii) of this
subparagraph subdivision, according to the rules and
definitions !n subparagraph subdivision parts (iv), (v), and
(vi) of this subparagraph subdivision:

[i) For annuities and guaranteed intereat contracts valued
on an issue year basis:

Weighting Factor

for Plan Type
Guarantee Duration (Years) A ] C
S oc less .80 .60 .50
More than 5, but net more than 10 .15 .60 .50
More than 10, but not more than 20 .65 .50 .45
More than 20 .49 .35 Y
tii) For annuities and quaranteed interest contracts
valued on a change in fund basis, the factors shown in
subpatagraph subdivision part (i) of this subparagraph
subdivision increased by:
Plan Type
R
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.15 .25 .05
(iii) For annuities and guaranteed intcrest conttacks
valuyed on an issue-year basis, other than thcose with no cash
settlement options, which do not quarantee interest on
considerations received more than one year after lissue or
putchase and for annuities and guaranteed interest contracts
valued on a change in fund basis which do not guarantee
interest rates on considerations received more than twelve
months beyond the valuvation date, the factors shown in
subparagcaph subdivision part (i) of this subparagraph
subdivision or derived in subparagraph subdivision pact [ii)
of this subparagraph subdivision increased by:
Plan Type
A B o
.05 .09 .05
(iv} For other annuities with cash settlement options and

guaranteed interest contracts with cash settlement options,
the guarantee duration 18 the number of years for which the
contract guatranteeg interest rates in excess of the calendat
year statutcty valuation interest rate for life insurance

policies with guarantee durations in excess of twenty years,

For other annuities with no cash settlement options and for
guaranteed interest contracts with no cash settlement options,
the gquarantee duration is the number of years from the date of
issve or date of purchase to the date annuity benefits are
scheduled to commence.

[v) "Plan type”, as used in subparagraph subdivision parts
[iy, (i1}, and (iii) of this subparagraph subdivision, is
defined as follows:

"Plan Type A": At any time, the policybolder may withdraw
funds only with an adjustment to reflect changes in interest
rates or asset values since receipt of the funds by the
insurance company, or may withdraw funds without that
adjustment but in installments over five years or more, or may
withdraw funds as in immediate life anpuity: or no withdrawal
is permitted.
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“Plan Type B": Before expitation of the interest rate
quarantee, the policyholder may withdraw Funds only with an
adjustment to reflect changes in interest rates ot asset
values since receipt of the funds by the insurance company, Gr
may withdraw €unds without that adjustment but in installments
over five years or more; or no withdrawal Is permitted. At
the end of interest rate guarantee, funds may be withdrawn
without adjuatment in a single sum or installments over less
than five yeats.

"Plan Type C": The policyholder may withdraw funds before
expiration of interest rate guarantee in a single sum or
installments over less than five years either without
adjustment to reflect changes in interest rates or asset
values since receipt of the funds by the insurance company, ot
subject only to a fixed surcender charge stipulated in the
coentract as a percentage of the fund.

{vi) A company may elect to value guaranteed interest
contracts with cash settlement options and annvities with cash
settlement options on either an issuve-year hasis or on a
change-in-fund basis. Guaranteed intecest contracts with no
cash settlement coptions and other annuities with no cash
settlement options must be valued on an issue-year basis. As
used in this section, an lssue-year basis of valuation tefets
to a valuation basis under which the interest rate used to
determine the minimum valuation standard for the entire
dutation of the annuity or guatanteed interest contract is the
calendar year valuvation interest rate For the year of issue or
yeacr of purchase of the annuity or gquaranteed interest
contract, and the change-in-fund basis of valuvation refers to
a valuation basis undet which the interest rate used to
determine the minimym valuation standard applicable to each
change in tine fund held undetr the annuity or quaranteed
interest contract is the calendar year valuation interest rate
for the year cf the change in the fund.

d. REFCRENCE INTEREST RATE. The reference interest tate
refecred to in paragraph "b" is defined as follows:
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(1) For atl life insurance., the lesser of the average over
a period of thirty-six months and the average over a period of
twelve months, ending on June 30 of the calendar year next
preceding the year of issue, of the monthly average of the
composite yield on seasoned corperate bonds, as published by
moody's iLnvestors service, inc.

(X1 For single premium immediate anpulties and for annulty
benefits involving life contingencies arising from other
anpuities with cash settlement opticns and guaranteed interest
contracts with cash settlement options, the average over a
period of twelve months, ending on June 30 of the calendar
year of issue ot year of purchase, of the monthly average of
the composlte yleld on seascned corporate bonds. as published
by moody's investors gervice, inc.

{)) Por other annuities with cash settlement options and
gquaranteed interest contracts with cash settlement options,
valued on an issue-year basis, except as stated in
subparagraph (2), with guarantee duration in excess of ten
years, the lesser of the average over a pericd of thirty-six
months and the average over a period of twelve months, ending
on June 30 of the calendar year of issue or purchase, of the
nmonthly average of the compogite yield on seascned corporate
bonds. as published by moody's investors service, inc.

[(4) For other annuities with cash settlement options and
quaranteed interest contractg with cash settlement cptions,
valued on an issue-year basis, except as stated in
subparagraph {2}, with guarantee duration of ten years or
less, the avecrage over a pericd of twelve months, ending on
June 30 of the calendar year of issue or purchase, of the
monthly average of the compesite yield on seasoned corporate

bonds, as published by mocdy's investors service, inc.

[$) Fot other annuities with no cash settlement cptions
and for guaranteed intecest contracts with no cash settlement
options, the average over a prriod of twelve months, ending on
June 30 of the calendar year of issue or purchase, of the
monthly average of the composite yield on seasoned corporate
bonds, as published by roody's investors service, inc.
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(6) For other anmuities with cash settlement optiona and
guaranteed interest contracts with cash settlement options,
valved on a change-in-fund basis, except as stated in
subparagraph (2), the average over a period of twelve months,
ending on June 30 of the calendat year of the change in the
fund, of the monthly average of the composite yield on
seasoned corporate bonds, as published by moody's investors
service, inc.

e. ALTERNATIVE METHOD FOR DETERMINING REFERENCE TNTEREST
RATES. 1In the event that the monthly average of the composite
yield on seasoned corporate bonds is no longer published by
moody's investotrs service, inc., or in the event that the
national associatien of inasurance commissioners determines
that the monthly average of the compesite yield on seasconed
corporate bonds as published by moody's investors service,
inc. is no longer appropriate for the detecrmination of the
reference interest rate, an alternative method for
determination of the reference interest vate, which is adopted
by the national association of insurance commissioners and
approved by rule adopted by the commigssiconer, may be
substituted.

6., RESERVE VALUATION METHOD -- LI1FE 1NSURANCE AND
ENDOWMENT BEREFITS.

a. Except as otherwise provided in subsections 7. 10, and
12, reserves calculated according to the commissioner's
reserve valvation method, for the life insurance and endowment
benefits of policies providing for a uniform amount of
insutance and requiring the payment of uniform premiums, shall
be the excess, if any, of the prtesent value, at the date of
valuation, of future guatanteed benefits provided for by such
policies, over the present value, at the date of valuation, of
any future madified net premiums for such policies. The
medified net premiums for such policy is the uniforn
peecentage of the respective contract premiums {or the
benefits such that the present value, at the date of issue of
the policy, of all modified net premiums shall be equal to the
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sum cf the present value, at the date of valuation, of such
benefita provided for by the policy and the excess of the
amount determined in subparagraph (1) over the amount
determined in subparagraph (2), as followa:

{1} A net level annual premium equal to the present value
at the date of issue, of the benefits provided for after the
first policy year, divided by the present value at the date of
issue, of an amnyity of one per annum payable on the ficst,
and each subseguent, anniversary of the policy on which a
premium falls due, However, the net level annual premium
shall not exceed the net level annual premium on the nineteen-
year premium whole life plan for insurance of the same amount
at an age one year more than the age of the insured at issue
of the policy.

[2) A net one-year term premium for the bhenefits provided
for in the first policy year.

b. However, for a llfe insurance policy issued on or after
January 1, 1998, for which the contract premium in the first
policy year exceeds that of the second year and for «hich no
comparable additional benefit is provided in the first year
for such additional premium and which provides an endowment
benefit or a cash surrender value or a combinaticn of such
benefit or value in an amount greater than the additional
premium, the reserve according to the commissioner's reserve
valuation method as of any policy anniversary occurring on or
before the assumed ending date defined as the fitst policy
anniversary on which the sum of any endowment benefit and any
cash surrender value then available is greater than such
additional premium shall be, except as otherwise provided in
supsection 10, the greater of the reserve as of such pelicy
anniversary calculated as described in paragraph “a" and the
reserve as of such policy anniversary calculated as described

in paraqgraph "a". but with the following modifications:
{i) The value defined in paraqrapn "a" being teduced by
fifteen percent of the amount of such excess f{irst year

premium,
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(ii) All present values of benefits and premiums being
determined without reference to premiums oc benefits provided
for by the policy after the assumed ending date.

{iii) The policy being assumed to mature on such date as
an endowment.

{iv) The cash surrender value provided on such date being
considered a3 an endowment benefit.

In making the above compoarison the mortality and interest
bases stated in subsections 4 and 5 shall be used,

¢. Reserves according to the commissioner's resecve
valuation method shall be calculated pursuant to a method
congistent with this subsection for all of the following:

t1) Life insurance policies providing for a varying amount
of Insurance or requiring the payment of varying premiums,

12) Group anpuity and pure endowment contracts purchased
vnder & reticement plan or plan of defercred compensation
establigshed or maintained by an employer, including a
partnership or sole proprietorship, or by an employee
organization, ot by both, other than a plan providing
individual retirement accounts or individual retirement
annuities under section 408 of the Intecnal Revenue Code.

[3) Oisabllity and accidental death benefits in all
policies and contracts.

[4] Al)l other benefits, except life insurance and
endowment benefits in life insurance policies and benefits
provided by all other annuity and pure endowment contracts.

7. RESERVE VALUATION METHOD -- ANRUITY AND PORE ENDUOWMENT
BENLFITS. This subsection applies to all annuity and pure
endowment contracts other than group annuity and pure
endowment contracts purchased under a cetirement plan ot plan
of deferred compensation established or maintained by an
employer, including a partnetship or sole proprietorship, or
by an employee organization, or by both, other than a plan
providing individual retirement accounts or individual
cretitement annuities under secticn 408 of the Internal Revenue
Code.

¢8¢C 4S
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Reserves according to the commissionec's annuity reserve
nethod for benefits under annuity ot pure endowment contracts,
excluding any disability and accidental death benefits in such
contracts, shall be the greatest of the respective excesses of
the present values, at the date of valuation, of the future
guaranteed benefits, including guaranteed nonforfeiture
benefits, provided for by such contracts at the end of each
respective contract year, over the present value, at the date
of valuation, of any future valuation considerations declved
from future gross considecations, required by the terms of
such contract, that become payable prior to the end of such
respective conkract year. The fukture guaranteed benefits
shall be determined by using the mortality table, If any, and
the interest rate or rates, specified in such contracts for
determining guaranteed benefita. The valuation considerations
are the portions of the cespective gtoss consldecations
applied under the terms of such contracts to determine
nonforfeiture values.

B. MINIMUM RESERVES.

a. A company's aggregate cesecves for all life insurance
pollcles, excluding disability and accidental death benefits,
the operative date of section 508.37, s$hall not be less than
the aggregate reserves calculated Iln accordance with the
methods set forth in subsections 6, ?, 10, and 11, and the
moctality table or tables and rate or rates of interest used
in calculating nonforfeiture benefits for such policies.

b. A company's aggregate reserves for all policies,
contracts, and benefits shall not be less than the aggregate
reserves determined by the qualified actuary to be necessary
to render the cpinion reguired by subsection 2.

9. OPTICOHAL RESERVE CALCULATION. Resetves for all
policies and contracts issued priove to the operative date of
section 508.37, may be calculated, at the cption of the
company, according to any standards vwhich produce greater
aggregate resecves for all such policies and contracts than
the ninimum reserves reguired prior to July 1, 1994.
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Reserves for any categery of policies, contracts, ot
benefits, as established by the commissioner, issued on or
after the operative date of section 508.37, may be calculated,
at the option of the company., according to any standards which
produce greater aggreqate tresetves for such category than
those calculated according to the minimum standard as provided
in this section, but the rate or rates of interest used for
policies and contracts, other than annuity and pure endownment
contracts, shall not be higher than the corresponding rate or
rates of interest used in calculating any nonforfeiture
benefits as provided in this section.

A company which at any time adopts a standard of valuation
producing greater aggregate reserves than those calculated
according to the minimum standard as provided in thls section
may adopt, with the approval of the commlssioner, any lowver
standard of valuation, not to be lower than the minimum as
provided in this section, provided, however, that, for
purposes of this section, the holding of additional resecves
previously determined by a qualified actuary to be necessary
to render the opinion required by subsection 2 shall act be
deemed to be the adoption ©f a higher standard of valuation.

10, RESERVE CALCULATION -- VALUATION NET PREMIUM EXCEEDING
THE GROSS PREMIUM CHARGE.

a. If in any contract year the gross premium charged by a
life ingsurance company on a policy or contract is less than
the valuation net premium for the policy or contract, as
calculated by the method used in calculating the reserve for
such policy or contract but vsing the minimum valuation
standards of mortality and rate of interest, the minimum
reserve required for such policy or contract is the greater ot
either the reserve calculated according to the mortality
rable., rate of interest, and method ac®ually used for such
policy or contract, or the reserve calculated by the method
actually used for such policy or contract but using the
minimum valuation standards of mortality and tate of interest

and replacing the valuation net premium by the actual gross
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ptemiym In each contract year for which the valuation net
premium exceeds the actual gross premium. The minimum
valuation standards of moctality and rate of interest ceferced
to in this section are those standards established in
subsections 4 and 5§,

b. However, fot any life insucrance policy issued on or
after January 1, 1998, for which the gross premium in the
first policy year exceeds that of the second year and for
which no comparable additional benefit is provided in the
firgt year for such excess and which provides an endownment
benefit or a cash surtender value, or a combimation of such
benefit and value, in an amount greater than the excess
premium, the provisicns of paragraph "a" apply as if the
methed actvally used in calculating the reserve for such
pelicy is the method established in subsection &, excluding
paragraph "b" of that subsection, The minimum reserve of the
policy at each policy anniversary shall be the greater of the
minimum reserve calculated pursuant to subsection 6 and the
minimum reserve calculated in accordance with this subsection.

11. REBERVE CALCULATION -- INDETERMIMNATE PREMIUM PLANS.
In the case of any plamn of life insurance which provides for
Euture premium determination, the amounts of such premium
which are to be determined by the insurance company based on
estimates of future experience, oc in the case of any plan of
life insurance or annuity, the minimum treserves of which
cannot be determined by the methods established in subsections
h, 7, and 10, the ressrves which are held under the plan must
be appropriate in relation to the benefits and the pattern of
premiums for that plan., and shall be computed by a method
which is consistent with this section, as determined by rules
adopted by the commissioner.

12. HMINIMUM STANDARDS FOR HEALTH (DISABILITY. ACCIDENT,
AMD SICKNESS) PLANS., The commissioner shall adopt rules
containing the minimum standards applicable to the valuation
ot health, disability, and sickness and arcident plans.

Senate File 2282, p. 26

Sec. 9. Section 5138.2, subsection 16, Code Supplement
1993, is amended to read as follows:

16. "Small employer" means a person actively engaged in
business who, on at least Eifty percent of the employer's
working days during the preceding year, employed not less than
two and not more than twenty-five fifty full-time equivalent
eligible employeea., In determining the number of eligibie
emplcyees, companies which acre affiliated companies oc which
are eligible to file a compined tax return for purposes of
gtate taxation are consideced one employer.

Sec. 10, Section S13B.4, Ccde Supplement 1993, is amended
by adding the following new subsection:

NEW SUBSECTION. 1A. Notwithstanding subsection 1, there
shall be no variance in premium rates for a basic ot standard
benefit plan ctfered pursuant to this chapter for health
atatus ocr claim experience,

Sec. 11. Sectiom 513B.4, subsection 2, unnumbered
paragraph 2, Code Supplement 1993, i3 amended by striking the
paragraph and inserting in lieu therecf the following:

Case characteristics other than age, gecgraphic area,
Eamily composition, and gtoup size shall not be used by a
small employer carrier without the prior approval of the
cormissioner.

Sec. 12. Section 513B.4, Code Supplement 1993, is amended
by adding the following new subsection:

NEW SUBSECTION. 5. Notwithstanding subsection 1, the
commigsioner, with the concurtence of the board of the lowa
amall employer health reinsurance program established in
aection H138.13, may by order reduce or eliminate the allowed
rating bands provided under subsection 1, paragraphs "a", "b",
and "¢", or otherwise limit or eliminate the use of experience
rating.

Sec. 13. Section 5153.13, Cede 1993, is amended by adding
the following new subsection:

REW SUBSECTION. S. PROHIBITED RELFASE. A person other
than the commissicner or the commissioner's designee shall not
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telease to another person, other than to the servicing insurer
of the policy or to the combissioner or the cormissioner's
designee, expecience, paytoll, loss data, expiration date of a
pelicy, otv classification information without the prior
written approval of the policy holder. A violation of this
section shall be considered an unfair trade practice pursuant
to chapter 5078.

Sec., 14, Section 521C.2, subsection 8, paragraph ¢, Code
1993, is arended to read as follows:

c. An underwriting manager who, pursuant to contract,
manages all or part of the reinsurance operaticons of the
teingurer, who Is under common control with the reinsucer,
subject to chapter S21A relating to the regulation of
insurance holding company systems, and who {8 not compensated
based upon the volume of premiumg written.

Sec. 15. Section 521C.11, Code 1993, is amended tc read as
follows:

S21C.11 PERNALTIES AND LIABILITIES.

1. A reinsurance intermediaryr-insurery-or-reinanver or
other peraon found by the commissicner, after a hearing
conducted in accordance with chapter 17A, to be-tn-vioiarion
of have not materially complied with_ & provision of this

chapter is subject to one or more of the folleowing:

a. Por each sepatate violation, a civil penalty in an
arount not exceeding ten Live thousand dollars.

b. Revccation or suspension of the license of the
reinsurance intermediary.

er--if-a-vioiavion-was—committed-by-the-cetnsurance
tntermedraryr-a-civit-action-brought-by-the-commigaioner
seeking-reatittutton-by-the-retnanrance-rntermedtacy-to-the
tnsurery-reinsurerr-rehabrittatacy-sr-ttquidarer-of-the
tnsnrer-or-retnanter-—Eor-the-net-tosses-incorred-by-the
insurar-ar-retnancer-ateributable-ra-the-viatation:

1f the commissioner finds that such noncompliance has

resulted in a loss or damage to the insurer or relngsurer, the

cormissioner may bring a civil action on behalf of the insurec
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or reinsurer, and the policyholders and creditors of the

insurer or reingsurer, seeking the recovecy of compensatory
damages for the benefit of the insurer ot reinsurer, and the

pelicyholders and creditors of the ingurer or reinsurer, or
seeking other relief as apptopriate.

1€ an order_of rehabilitation or liquidation has been
entered purguant to chapter 507C, and the receiver appocinted
under the order determines that the reingurance_intermediary
or any other person has not materially complied with a

provision of this chapter and such noncompliance has resulted
in a8 lcas or damage to the insurer cor reinsurer, the receiver
ray bring a civil action on behalf of the insurer or reinsurer
seeking the tecovery of damages for the benefit of the insurer
Or ceinsurer, or geeking other appropriate sanction or relief.

2. A decision, determination., or order of the commissioner
made or entered pursuant to subsection 1 is subject to
judicial review pursuant to chapter 174,

3. This section does not affect the right of the
commiasioner to impose any other penalties provided in this
subtitle.

4. This chapter shall not in any manner limit ot restcict
the rights of policyhclders, claimants, creditors, or other
third parties, or confer any rights to such persons.

Sec, 16, NEW SECTION. 521D.1 TITLE.

This chapter shall be known and may be cited as the
"Cisclosure of Material Transactions Act".

Sec. 17. HEW SECTION. 521D.2 REPORT.

1. An insurer domiciled in this state shall file a repoct
with the commisaioner disclosing material acquisitions and
dispositions of assets, or material nonrenewals,
cancellations, or revisions of ceded reinsurance agreements
unless such acquisitions amnd dispositions of assets, or
matetial noncenewals, cancellations, or revisions of ceded
reinsurance agreements have been submitted ko the commissioner
for review, approval, or information purposes pursuant to
other provisions of this subtitle or pursuant to other
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requicrementa, The repott shall be filed not later than
fifteen days after the end of the calendar year in which the
matetrial acquisition or disposition of assets, or material
ncnrenewal, cancellation, or revision of ceded reinsurance
agreements oCCurs.

2. The insurer ghall also file a copy ¢f the report
tequired to be flled with the commissioner pursuant to
subsection 1, including any exhibits or othar attachments
filed as part of the report, with the national assoclation of
ingurance cormissioners,

3. All cepotts obtained by or disclosed to the
commissioner and the natlional asscciation of insutance
commissioners pursuant to this chapter are confidential and
shall not be subject to subpoena and shall not be made public
by the commissioner, the national association of insurance
cemmissioners, or any other perscon without the prior written
consent of the insurer to which it pertalins, unless the
commissioner, after giving such insurer notice and providing
an oppottunity to be heard, determines that the interest of
policyholders, shareholders, or the public will be secrved by
the publication ot disclosure of the report, in which event
the commigsioner may publish ot disclose all or any part of
the report as deemed appropriate,

Motwithstandimg this subsection, the commigsioner or the
national association of insurance commissionets may provide
the report to the insurance requlatory agencies of other
states.

Sec. 18. NEH SECTION. 52tD.3 REPORT OF ACQUISITION AND
DISPOSITION OF ASSETS -~ INFORMATION REQUIRED -- SCOPE.

1. An acquisition or disposition of assets need not be
reported putsuant to secrtion S210D.2 if the acquisibion or
disposition 1a not matetial. For purposes of this chapter, a
material acquisition, or the aggregate of any serlies of
retated acguisitions, or a disposition, or the aggoregate of
any seties of related dispositions, during any thirty-day
period, i3 one tpat is noncecurring, is ret in the ordinary
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course of business, and involves more than five percent of the
reporting insurer's total admitted asseta ss repocted In its
moat recent statutory statement filed with the insurance
division of the insurer's state of domicile.

2. For purposes of this chapter, an asset acquisition

includes every purchase, lease, exchange, mergert,

consolidation, succession, or other acquisition, other than
the construction or development of real property by or for the
reporting insurer or the acquisition of materials for such
purpose. For purposes of this chapter, an asset dispoaitien
includes every sale, lease, exchange, merger, consolidaticn.
mortgage, hypothecation, assignment, whether for the benefit
of creditors of otherwise, abandonment, destruction, or other
disposition.

3. A report of a material acquisition or disposition of
assets shall include all of the following:

a. Date of the transaction.

b. Manmer of the acquisition or disposition.

c. Deacription of the assets involved.

d. Nature and amount of the consideraticn given ot
received.

e. Purpose of, or reason for, the transaction.

f. Manner by which the amount of consideration was
determined.

g. Gain or loss recognized or realized as a result of the
transaction,

h. Name ot names of the person ot persons from whom the
assets were acquired or to whom they wece disposed.

4. An Insurer is required to report material acquisitions
and dispositions on a nonconsclidated basis unless the insurer
is patt of a consclidated group of insurers which utilizes a
pcoling arcangement or one hundted percent reinsurance
agceerent that affects the solvency and integeity of the
insuter's reserves, and such insurer ceded substantially all
of itg direct and assumed business o the pcel. An 1nsurer 15
deemed to have ceded substantially all of its direct and
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assumed business to a pool If the insuter has less than one
million dollars total direct plus assumed written premiums
during a calendar year that are not subject to a pocling
arrangement, and the net income of the business not subject to
the pocling arrangement represents less than five percent of
the insurer's capital and surplus.

Sec. 19. NEW SECTION. 521D.4 REPORT OF NGNRENEWAL,
CANCELLATIO&, REVISION OF CEDED REINSURANCE AGRLEMENTS --
INFORMATION REQUIRED -- SCOPE.

1. A nonrenewal, cancellation, or revision of a ceded
reinsurance agreement need not be reported pursuant to section
5210.2 if the nonrenewal, cancellation, or revision is not
material. Ffor purposes of this chapter, a material
nonreénewal, cancellation, or reviaion of a ceded reinsurance
agreement is one that does the fellowing:

a. Por property and casualty business including acclident
and health business when written as such, affects mote than
Eifty percent of an insurer's ceded written premium on an
annpalized basis as indicated in the insurer's most recently
filed statutory statement.

b, Por life, anmuity, and accident and health business,
affects more than fifty percent of the total resetve credit
taken for business ceded on an annvalized basis as indicated
in the insurer’'s most recently filed statutory statement.

2, HNotwithstanding subsection 1, a filing is not required
if the insurer's ceded written premium represents, on an
annvalized basis, less than ten peccent of direct plus assumed
written premium, or the total reserve credit taken for
business ceded repregents, on An annualized basis, less than
ten percent of the statutory reserve requirement prior to any
cession.

J. A repott tequired to be filed pursuant to this chapter
is to be filed regardless of «who has initiated the nonreneval,
cancellation, or revision of the ceded teinsurance agreement
whenever one or more of the following conditions exist:
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a. The entire cession has been canceled, nonrenewed, or
revised and ceded indemnity and loss adjustment expense
reserves, after any nonrenewal, cancellation, or revision.
represent less than fifty percent of the comparable reserves
that would have been ceded had the nonrenewal, cancellation,
or revision not occurced.

b. An authorized or accredited relnsurer has been replaced
on an existing cession by an unauthorized reinsurer.

¢. Collatecral requirements previcusly established for
unavthorized reinsurera have been reduced,

Subject to the materiality criteria, for purposes of
patagraphs "b" and "c¢", a report shall be filed if the result
of the revision affects more than ten percent of the cession.

4. A report of a material nonrenewal, cancellation, or
revision of a ceded reinsurance agreement tequired to be filed
shall include all cof the following:

a. The effective date of the nontenewal, cancellation, or
revision.

b. The description of the transaction including the
identification of the initiator of the transaction.

€. The purpose of, or reason for, the transaction.

d. The identity of the teplacement reinsurers, if
applicable.

5, 1Insurers are reguired to report all material
nonrenewals, cancellations, or revisions of ceded reinsurance
agreements on a nonconsclidated basis unleas the insurer is
part of a consolidated group of i1nsurers which utilizes an
intercompany pooling agreement or arrangement or a one hundred
rercent reinsurance ageeement under which the ceding company
has ceded substantially one hundred percent of its direct and
assumed business to a peol. An insurer is deemed to have
ceded substantially one hundred percent of its direct and
assumed business to a pool if kthe insurer bhas less Lhan one
million dollars of total direct plus assumed written premiums
during a calendar yeat that are not subject to the ponling
agreement or atrrangement and the net income of the business
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not subject to the pooling agreement or arrangement represents
less than five percent of the insurer's capital and surplus.
If a group of insurers reports on a consolidated basis, the
report shall identify the individual insurers that are members
of the group.

Sec. 20. Section 6 of this Act, which creates new section
505.21, relating to health care access, 1s effective January
1, 1995,
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