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S.F. ~~)t_ H. F. 

l Section 1. NEW SECTION. 505.17 CONF!DENTIAL !NFORP~TION. 

2 The disclosure of confidential information, administrative 

3 or judicial orders which contain confidential informa~ion, or 

4 information regarding ocher action of the division which 1s 

5 not a public record subject to disclosure, to regulatory 

6 offtcials from this or other staces may be permitted by the 

7 commissioner provided that those officials are subject to, or 

8 agree to comply with, standards of confidentiality comparable 

9 to those imposed on the co~~issioner. 

10 Sec. 2. Section 508.36, subsection 1, Code 1993, is 

1·1 amended to read as follows: 

12 l. RESERVE VALUATION. The commissioner shall annually 

lJ value, or cause to be valued, the reserve liabilities 

;4 there~n~fter-eailed-Peservest, :eferred to in this section as 

lS res~_rves, for all outstanding life insurance policies and 

16 annuity and pure endowDent contracts of eve:y life insurance 

17 compar1y doing business in this sta~e, exeept-that-in-the-ea~e 

c8 of-an-atien-eom~any,-~tle~-valtla~~on-~ha=t-be-timited-to-its 

19 Hn~ted-States-btl~iness 7 and may certify the amount of any such 

20 reserves, specifying the mortality table or tables, rate or 

21 rates of interest.!. and metheds-tthe net level premium method 

22 or other} methods used in the calculation of such reserves. 

23 In calculating !!t1eh the reserves, the commissioner may ·~se 

24 group methods and approximate averages fer fractions of a year 

2S or other\>;ise. 

2 6 eertc'!l i: ~ s i: one::- -may- em!':i: oy-a- eolf,!'ete rl 1: -aet tie >:y- ~!o!o- ~he :i: ±-be- l'tl :i:d 

77 oy-the-compa~y-fo~-wh~eh-t~e-se~viee-±s-re"dered;-b~t-B 

28 doffi@~tie-ee~pefty-~ey-~~~e-~~eh--va~~et±o~-tl~d-it-s~e!i-be 

2 9 ~eee ±-ved-by -the-e:,)~,± ~5 ~e~t: r -epo~- ~et!: ~ ~eet:ery -pt"ee~ -ef- ±: t s 

30 eorree~~es~~ :n !:ec of the val~at~on o~ the reser·;es ~erei~ 

52 comrr.is~i.oner ::L.i..!f accep: an:; ·,.,·a::..·..:at:o:-.. , ~e, cr cac.sed :.o be 

13 :~ad~, ny tne i~s:!~a~c~ s~pe:visory of~~c:a: c~ a~y sta~e c~ 

34 athe~ j~t~sd~ctic~ ~he:~ such va:ua:~on corn~:~es wi:h t~e 

prov:.C.ed ;:~is sect~on and l: 

-.-



• l the offic:al of such state or jurisdiction accepts as 

2 sufficient and valid ~or a:l legal purposes the certificate of 

3 valuation of the comm:ssioner >;hen such certifica~.P states the 

4 valuation to have bee~ made in a specified manner according to 

5 which the aggregate reserves would be at least as large as 1: 
6 they had been computed in the manner prescribed by the law of 

7 that state or jurisdictio~. 

8 Any-~~eM-eom~any-~M~eM-at-a~y-time-5hal!-ha~e-adep~ed-a~y 

9 ~taMda~d-of-Yai~ee!on-o~od~ei~~-q~eate~-aggregate-re~erYe~ 

10 than-tho5e-eaie~iated-aeeord±n~-eo-the-m~n±m~m-5tandard-he~ern 

11 ~rovided-may 7 -wieh-the-e~~rovai-of-the-eommt55~oner,-ado~t-any 

12 io~er-5tandard-e£-~at~ot±on;-b~t-not-iower-than-the-m~n~m~m 

13 here±n-~revided~ 

14 Sec. 3. Section 508.36, subsection 2, Code 1993, is 

l5 amended by st~iking the subsection and inser:ing in lieu 

16 thereof the followi~g: 

l7 2. ACTUARIAL OPINION OF RESERVES. ~his subsection is 

18 effective January l, 1996. 

19 a. GENERAL. A life insurance company doing business in 

20 this state shall annually submit the written opinion of a 

21 qualified actuary as to whether the reserves and related 

22 actuarial items held in support of the policies and contracts 

23 specified by the comm~ssioner by regulation are compu:ed 

24 appropriately, are based on assumptions which satisfy 

25 co~tractual provisions, are cor.siscent with prior reported 

26 amounts, and are in compliance with applicable laws of this 

27 state. The commissioner shall define by rule the requirements 

28 and content of this opinion and add any other i:e~s dee~ed to 

29 be necessary. 

30 b. AC~UAR:AL ANALYSIS OF RESERVES AND ASSE~S S~PPORT:NG 

31 SUCH R~S~RVES. 

32 (1) Unless exempted by rule, a l:fe insu~ance compa~y 

33 shall also a~n~ally ~nclude ~n the opinion req~~red by 

34 paragraph ''a'', an opi~~on of t~e same qual~f~ed ac~~d:'l as :a 

35 whether the reserves and rela:ed actuarial i:e~s held in 
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S.F. ~J.1~ H.F. 

1 support of policies and contracts specified by the 

2 commissioner by rule, when considered with respect to the 

3 assets held by the company associated with the rese~ves and 

4 related actuarial items, including, but not limited to, the 

5 investment earnings on the assets and the considerations 

6 anticipated to be received and retained under the policies and 

7 contracts, are sufficient for the company's obligations under 

8 the policies and contracts, including but not limited to the 

9 benefits under and expenses associated with the policies and 

10 contracts. 

11 ( 2) 

12 period 

The commissioner may provide by rule for a transition 

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 ~equired by paragraph ''b'' shall be governed by the follo•.,ing 

17 provisions: 

18 (l) A memorandum, ln 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 request of ~he commissioner within a period 

23 specifted by rule or the commissioner dete~mines that the 

24 supporting memorandum provided by the insurance company fails 

25 to meet the standards prescribed by the regulations or is 

26 otherwise unacceptable to the commissioner, the commissioner 

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 memo~andum as is required by the 

30 conunissione~. 

Sl d. REQU:REME~T ?OR ALL O?INIO~S. An opinion required 

!2 ~~der this sect~on is governed by the following provis~ons: 

JJ {.l) The opinion st:all be s~bmitted wi:h the ann~al 

J4 sta~eree~t re~lecting t~e valuat~on of sue~ :ese:ve liabilit~es 

l5 for each year ending on or after Dece~be~ 31, 1995. 

-3-



• l (2) T~~ opicion s~all appiy to all business in force, 

2 including indiv:dual and gro~p health insurance plans, in 

3 and substance acceptable to the co~~issioner as specified 

4 rule. 

5 (3) ~he opinion 

6 time to time oy the 

shall be based on standards adopted :rom 

actua:ial standards boa:d and on such 

7 additional standards as t~e cow~issioner may by rule 

8 prescribe. 

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

lO a foreign or al:e~ company, t~e corr~issioner may accept t~e 

ll opinion filed by tha: company with the 1nsurance supervisory 

12 official ot another s:.ate if the commissioner de:erii'.ines ':.hat 

13 t~e opinion reasonab:y meets the requirements applicable to a 

14 company domiciled in ~h1s sta:e. 

15 (5) For the purposes oE this sec:ion, ''qual1fied actuary'' 

lii means a member in good standing of the America:-: academy oe 
l7 actuaries who meets the requirements of :~e commissioner as 

18 specified by rule. 

19 (6) Except in cases of fraud or willful ~iscond~c:, a 

20 qualified actuary is not liable for damages :o any persor1, 

21 other than to the insurance company and :he co~oissioner, for 

22 any act, error, omission, decision, or conduct wi:h respec~ to 

23 the actuary's opinion. 

24 (7) Disciplinary action which may be ta~en by the 

25 comm:ssioner against :he company or :he qualified actuary 

26 shall be defined in :ules adopted by the co~m~ssior.er. 

27 (8) A~y memora~dum ~n s~pport of ~he op:nio~. and a'-Y 

28 other ma:eria: p~ovided by the company to t~e commissione: i:1 

29 connection wi:h :he opinion, shall be ~ep: confidential by the 

30 commissioner and shall not be made public and shac~ not be 

31 subJect :o s~bpoe~a. other :han for :ne p~rpose of defending 

32 an accion seeking damages :rom a~y person by :easJ~ oE any 

33 ac:~on req~ired by ~nis sect~cn or b7 r~les adop:~d p~rs~a~: 

34 to :h1s sec~~~~. ~o:withs~anding :h:s subparagr~p~, the 

35 memorandu~ o~ other ma:eria~ may be released by the 

-~-
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l commissioner if either of the following apply: 

2 (a} The commissioner receives the written consent of the 

3 company with which the opinion is associated. 

4 (b) The American academy of actuaries requests that the 

5 memorandum or other material is required for the purpose of 

6 professional disciplinary proceedings a~d setting forth 

7 procedures satisfactory to the commissioner for preserving the 

8 conf1dentiality of the memorandum or other material. Once any 

9 portion of the confidential memorandum is cited by the company 

~o in its marketing, is cited before any governmental agency 

ll other than a state insurance depa~tment, or is released by the 

12 company to the news media, all portions of the confidential 

13 memorandum are no longer confidential. 

l4 3. COMPUTATIONS OF MINIMUM STANDARDS. Except as otherwise 

15 provided in subsections 4, 5, and 12, the minimum standard for 

16 the valuation of all such policies and contracts issued prior 

17 to July l, 1994, shall be that provided by the laws in effect 

18 immediately prior to such date. Except as otherwise provided 

19 in subsections 4, 5, and 12, the minimum standard for the 

20 valuation of all such policies and contracts shall be the 

21 commissioner's reserve valuation methods defined in 

22 subsections 6, 7, 10, and 11, five percent interest for group 

23 annuity and pure endcv1ment contracts and three and one-half 

24 percent interest for all other poiicies and contracts, or in 

25 the case of policies and contracts, other than annuity and 

26 pure endowment contracts, issued on or after July l, :974, 

27 four percent interest for such policies iss~ed prior to 

28 January l, 1980, five and one-half percent interest for s~ngle 

29 premium life insurance policies and four and OIJe-half percent 

30 int~rest for a'' ocher such policies issued on and af:er 

Jl JantJdry l, 1980, and the ~allowing tables: 

a. Fo:- a:l ordinary policies of life ins~rance :.ssued 

33 ~he standard bas~s, exclud~~g any disabiiity and acciden~al 

24 death bene~its in the polic~es, the ~o:iow~~g: 

J5 c:; The commissioners 194: sta~da~d ~rdi~a:y rno:talitv 

-5-
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1 table fo~ 90licies issued ~rior to the operative date of 

2 section 508.37, subsection 5, pa:-agra[Jh "a". 

~ (2} The commissioners 1958 sta~dard ordinary ~ortality 

~ table for such ~olicies issued on or after the o~erative date 

5 of section 508.37, subsection 5, paragraph ''c'', provided tha: 

6 :or any category of policies iss~ed on female risks, al~ 

7 modified net ~remiures and present values referred to 1n this 

8 section may be calcu:ated according to an age not ~ore than 

9 six years younger tha~ the actual age of the insured. 

lO (3} For policies issued on or after the o~erative date of 

11 section 508.37, subsection 5, paragraph ''c'', any of the 

12 following: 

13 (a} The commissioners 1980 standard ordinary mortality 

14 table. 

15 (b) At the eiection of the company for any one or more 

16 specified plans of life insura~ce, the co~Tissioners 1980 

17 standard ordinary mortality :ab:e with ten-year select 

18 mortaLity factors. 

19 (c) Any ordinary mortality table, adopted after 1980 by 

20 the nationa: association of 1nsurance co~T.issione~s. :hat is 

21 approved by rJle adop:ed by the corr~issioner for use ln 

22 detecmining the minimu~ standard of valuation for such 

23 policies. 

24 b. For all industria: life insura~ce policies issued or. 

25 the s~andard basis, excluding any disability and acciden~a~ 

26 death benef~ts in the policies, the ~ol:owing: 

27 (l} For policies issued prior to the operative da:e of 

28 section 508.37, subsection 5, paragraph ''b'', :he 194: sca~dard 

29 industrlal mor~al1ty table. 

30 (2) For policies issued on or after the opera:1ve date of 

3l sect1on 508.37, subsection 5, paragraph "b", :he ccrnrniss1cners 

32 1961 s:andard ind~str~al mortali~y table, cr a~y ind~strial 

33 morta:~ty table adop:ed after :980 by the ~ational asscc:a~~or. 

J4 c~ .:nsuran.ce cor:t.L"':ti.ss~s=--.ers, :ha~ ~s apprcved Oy :-:.J:.e adopted 

35 by the co:na1i.ssio:-:er for :.1se i:1 de:e.:-rnining tr.e n.:.niw:1:n 

-6-
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l $tandard of valuation for such policies. 

2 c. ?or individual annuity and pure endowment contracts, 

3 excluding any disability and accide11tal death benefits in such 

4 policies the 1937 standard annuity mortality table or, at the 

s option of the company, the annuity mortality table for 1949, 

6 ultimate, or any modification of either of these tables 

7 approved by the co~~issioner. 

8 d. For group annuity and pure endowment contracts, 

9 excluding any dtsability and accidental death benefits in such 

10 policies, the group annuity mortality table for 1951, or a 

~l modification of the table approved by the co~nissioner, or at 

12 the option of the company, any of the tables or modifications 

13 of tables specified for individual annuity and pure endowment 

14 contracts. 

lS e. For total and permanent disability benefits in or 

16 supplementary to ordinary policies or contracts, the 

17 following: 

18 (l) For policies or contracts issued on or after January 

19 l, 1966, the tables of period 2 disablement rates and the 1930 

20 to 1950 termination rates of the 1952 disability study of the 

21 society of actuaries, with due regard to the type of benef1t, 

22 or any tables of disablement rates and termination rates 

23 adopted after 1980 by the national association of insurance 

24 conunissioners and approved by rule adopted by the ccmmissioner 

2~ for use in determining the minimum standard of valuation for 

26 stJch policies. 

27 ( 2 ) For policies or contracts issued on or after January 

28 l, 196~. and prior to January l, 1966, either of t!"te tables 

29 identified under subparagraph (l), or a~ t!"te option of the 

30 company, the class (3) disability tab:e (1926). 

31 {3) For po:icies issued prior to Ja~~ary :, l96l, ~~e 

'2 1 '3 d' b'.' J c~ass \ ) 1sa ~-1:y table (1926). 

33 A :able ~sed ~~der :his paragra9h ·•e•• sha::, ~o~ ac:ive 
-:.-1 ~;,;cs be c-:J~,-t:-~ed '.tv'i"'"~ a mo ..... a~i .... v ._a"":e .-.po,#,....;.,. ... ea' _F."';._' - - f ' ••< -,, -..I, , L ~ L - '·I '- o_1 ,._ :-' _ - ,.\ .._ •• •• ~ 

1~ ca:cillating ~he rescr'les for life ~nsu~a~ce polic~es. 

-7-
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l f. Fo~ accidental death benefits in or suppleme~ta~y to 

2 pol:cies, the follow1ng: 

3 ( l) for pol ic:es issued on or afte: Janua:y l, :966, the 

4 1959 accidental death be~efits :ab:e, or any accidental dea:h 

5 benefits table adopted afte~ c980 by the na~iona: association 

6 of insurance com~issioners and approved by rule adop:ed by the 

7 conunissioner for ·~se in determining the minimuiT. standard of 

8 valcation ~or such policies. 

9 ( 2) 

10 prior 

For policies issued on or after January 1, 1961, and 

to January l, 1966, ei:he~ of the tables ide:1tified 

ll under subparagraph (1), or at the option of the company, the 

12 inter-company double indemnity mortality table. 

lJ (3) For policies issued prJor to ~anuary 1, 196:, the 

14 inter-company double indemnity morta:ity table. 

15 A table used under this paragraph ''!''' shall be combined 

16 with a mortality table for ca:culating the reserves ~or life 

17 insura~ce policies. 

18 g. For group life insurance, life insurance issued on the 

19 substandard bas:s, and othe~ special benefits, tables approved 

20 by the co:n:r,iss:or.er. 

2l 4. COMPC'I'AT ION FOR MDJIMW1 STANDARDS FOR ANNu :TI £5. 

22 Except as prov~ded i~ subsection 5, the minimllm s~a~dard ~o~ 

23 the valt.:ation of all individual annuity and pure endO\vme:ct 

24 contracts issued on or a~:er the operative da:e of this 

25 subsect~on, and for a!l annui:ies and pure endowments 

26 purchased on or after the operative date of this subsection 

27 under group anm:ity and pure endow:71ent contracts, sha:l be :he 

28 co~1issioner's reserve valuation methods defined in 

29 SJbsections 6 and 7, a~d the ~ollowing tables and interes: 

30 ~ates: 

31 a. For individ~a! annuity and pure endow~ent con:racts 

32 Lssued prior :o January :, :980, excluding any disability and 

33 acciden:al death be1:efits in such contracts, octh of the 

]4 E~.:.:o·.·}ir;g: 

35 (1) ~he !971 1ndi~idua: annui:y mortality tab:e, or any 

-8-
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l modification of this table approved by the commiss1oner. 

2 (2) Six percen: interest for single premium imMediate 

3 annuity contracts, and four percent interest :or all other 

4 tndividual annuity and pure endowment contracts. 

~ b. For individual single premium i~~ediate annuity 

6 contracts issued on or after January l, 1980, excluding any 

7 disability and accidental death benefits in such contracts, 

H both of the following: 

9 (l) One of the following tables: 

10 (a) The 1971 individual annuity moctality table. 

ll {b) An individual annuity mortality table, adopted after 

17. 1980 by the national association of insurance commissioners 

13 and approved by rule adopted by the commissioner for use 1n 

14 determining the minimum standard of valuation for such 

15 contracts. 

16 (c) A modification of the tables identified in 

17 subparagraph subdivisions (a) and (b) approved by the 

18 commissioner. 

19 {2) Seven and one-half percent interest. 

20 c. For individual annuity and pure endowment contracts 

21 issued on or after January l, 1980, other than single premium 

22 Immediate annuity contracts, excluding any disability and 

23 accidental death benefits in such contracts, both of the 

24 following: 

25 (l) One of the following tables: 

26 (a) The 1971 individual ann~ity mortalicy table. 

27 (b) An individual annuity mortality table adopted after 

28 1980 by the national association of insurance corr§.issioners 

7.9 and approved by rule adopted by the conmissio~er for use in 

30 deter~iining the minimum sta~dard of va~uation for such 

Jl contrac~s. 

37 (c) A moJificatLor: of the tables :dentified in 

13 subparagraph subdivisic~s (a) a~d (b) approved by :he 

24 com~tsstoner. 

( 2 ) rive a~d o~e-r.a~: percent in~e~es~ 

-9-
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l defe~red <2~l'.uity and pure endo<,:nent contracts a!'.d four and 

2 one-half percent inte•est for all other such individual 

3 ann11ity a~d pure e~dowrnen~ co~t~acts. 

4 d. For all annuities and pure e~dowments purchased prior 

5 to :anuary :, 1980, under group annuity and pure e~dowment 

6 contracts, excluding a~y disability and accidenta: death 

7 benefits purchased u~der such contracts, both of the 

8 following: 

9 (1) ~he !971 group annuity mortality table or any 

10 modification of this table approved by the co~1iss1one,. 

11 (2) Six percent interest. 

12 e. For all an11U1ties a~d pure e~dowments purchased on or 

13 after January 1, 1980, under group ann~ity and pure endowment 

14 contracts, excluding any disability and accidental death 

15 benefits purchased under such contracts, both of the 

16 following: 

17 (1) One of the following tab:es: 

18 (a) The 1971 group annuity mortality tab:e. 

l~ (b) A group annuity mortacity table adopted after 1980 by 

20 the national association of insurance commissioners a~d 

21 approved by rule adopted by the commissioner for use in 

22 deterrnir.i~g the minimum sta~dard of valuation for such 

23 an~uities and pure endowments. 

24 (c) A modification of tr.e tao:es identified :n 

25 subparagrapr. subdivisions (a) and (b) approved by tr.e 

26 co~1ssioner. 

27 (2) Seven and ane-nalf perce~t interest. 

28 After July 1, :973, a company may ~ile with t~e 

29 cornmiss.i..or-.er a written no~ice of its el.ecti.or. to cc;mply v;i::h 

30 the prov:sions of t~is subsec:ion af:e~ a specified da~e 

31 before Jan~ary l, 1979, whicr. sr.al: be t~e ope~ative da~e JE 

32 this sect1on for such company, provided, if a company makes no 

33 elec:~on, ~he effect~ve da:e o~ this sect~on ~or a compa~y is 

34 Janua~y l, 1979. 

35 5. COMPUTATION OF ~INIM~M STA~DARD BY CALSNDA~ YEAR 0~ 

-10-



l ISSUE. 

2 a. APPLICABILITY OF THIS SUBSECTION. The calendar year 

1 statutory valuation interest rates, as defined in this 

4 subsection, shall be used in determining the minimum standard 

5 for the valuation of all of the following: 

6 (l) All l1fe insurance policies issued in a particular 

7 calendar year, on or after the operative date of section 

8 

9 

10 

ll 

12 

508.37, 

( 2) 

issued 

1995. 

( 3 ) 

subsection 5, paragraph "c". 

All individual annuity and pure endowment contracts 

1n a particular calendar year on or after January 1, 

All annuities and pure endowments purchased in a 

13 particular calendar year on or after January l, 1995, under 

14 group annuity and pure endowment contracts. 

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

16 year on or after January l, 1995, in amounts held under 

17 guaranteed interest contracts. 

18 b. CALENDAR YEAR STATUTORY VALUATION INTEREST RATES. 

19 (l) The calendar year statutory valuation interest rates, 

20 referred to in this paragraph as ''I'', shall be determined as 

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

22 one percent: 

23 (a) For life insurance, 

24 w 
2S I equals .03 + W(Rl- .03) + W (R2- .09), 

26 where Rl 1s the lesser of Rand .09, R2 is the greater of R 

27 and .09, R is the reference interest rate defined in paragraph 

28 "d'' of this subsection, and W is the weighting factor defined 

29 in paragraph ''c'' of this subsect1on. 

JO (b) For single premium immediate annu1:ies and Eor annuity 

3! benefits invo~ving life contingencies arising from other 

32 ann~iries c1ith cash settleme~t opticns and from guaranteed 

33 i.:\::erest cont:-acts :.-;ith cash se:::.~err.e~: cp:-.io:1s, 

35 Ah~~re R! !S the lesse~ of R a~d .09, ~2 is :~e grea~er of ~ 

'. -.L .... -



• ~ and .09, ~ is the refe,ence interest rate defined in paragrap~ 

2 ''d'' of this s~bsection, and W is the weighting factor deEined 

3 in parag,aph ''c'' of t~is s~bsect1on. 

4 (c) ~or other ann~it~es with cash settie~ent opt~ons and 

5 g~aranteed inte~est contracts with cash settleme~: options, 

6 val~ed on an 1ssue year basis, excep~ as stated :n 

7 subparagraph subd1vision (b), the formula for life insurance 

8 stated in subparagrapn subdivis:on (a) applies to annui~ies 

9 and guaranteed interest contracts w~th guarantee dura~ions 1n 

10 excess c~ te~ years, a~d :he ~ormu:a for sing:e preniure 

ll l~roediate annuities s:a:ed in subparagrap~ subdivision (b) 

12 applies to annu:ties and guaranteed interest contracts with 

'3 guarantee duracions of ten years or less. 

14 (d) For other a::n~it~es with no cash settlement options 

15 and ~or gua,anteed interest contracts with no cash settle~ent 

16 options, the formula :or single prerr.ium immediate annuities 

17 stated in subparagrap~ subdivision (b) applies. 

18 (e) For other ann~i~ies with cash settlement options and 

19 guaranteed interest cont,acts with cash settlement options, 

20 val~ed on a change in fund basis, the formu:a ~or single 

21 premium i:n.11ediate an:-~uities stated in subparagraph subdivision 

22 (b) applies. 

23 (2) However, if the ca:e,..dar year statutory valuation 

24 interest rate for any life insurance policies issued in a~y 

25 calenda~ yea~ de~ermined under subparagraph (i), subparagraph 

26 subdivisio~ {a) without reference to this sentence differs 

27 from t~e corresponding actual race for si~ilar pol~cies iss~ed 

28 in the ~~~ediate:y preceding calendar year by less than one-

29 half of one percent, :he calenda' year statutory valuation 

30 :nterest rate for the life ins~rance policies 1s equai co the 

3::. corres9onding act!..!al :-ate for the .:.r:l..&~1eCiately preced1:--.g 

32 ca:.endar year. F'or purposes of applying the i:n.-nedia~e:.y 

33 precedi11g sente~ce, :he cale~dar year s:a:~:ory va~~a:ion 

35 year st1a:1 be determ~~ed fo: 1980, uslng :he ~e~ere~ce 

<2-
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l interest rate defined in 1979, and shall be determined for 

2 each subsequent calendar year regardless of the operative date 

3 of section 508.37, subsection 5, paragraph ''c''. 

4 c. WEIGHTING FACTORS. 

5 (l) The weighting factors referred to 1n paragraph ''b'' are 

6 g1ven in the following tables: 

7 (a) Weighting Factors for Life Insurance: 

8 Guarantee Duration (Years) 

9 10 or less 

10 

ll 

More than 10, but not more than 20 

More than 20 

Weighting 

.50 

.45 

.35 

?actors 

12 For life insurance, the guarantee duration is the maximum 

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

14 basis guaranteed in the policy or under options to convert to 

IS plans of life insurance with premium rates or nonforfeiture 

16 values or both which are guaranteed in the original policy. 

17 (b) The weighting fac ors for single premium immediate 

18 annuities and for annuity benefits involving life 

19 contingencies arising from other annuities with cash 

20 settlement options and guaranteed interest contracts with cash 

21 settlement options is .80. 

22 (c) Weighting factors for other annu1ties and for 

?3 guaranteed interest contracts, except as stated in 

24 subparagraph subdivision (b), shall be as speci:ied in 

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

26 subparagraph subdivision, according to the rules and 

2/ definitions in subparag:caph subdivision parts ( iv), {v), a:-.d 

28 (vi) of this subparagraph subdivision: 

29 (i) For annuities and guaranteed interest contracts va:ued 

30 on an 1ssue yea~ basis: 

3l 

32 

5J Cua!"antee Dnrati.or. {Years) 

J.) S or .i..ess 

15 More that~ 5, but ~ot more ~~an 10 

r~eight ing Fac~or 

for ?:an Type 

z:.. B c 
.80 .60 .so 
-o 

• I " .60 .so 



-"-..._·:.:.. 

S.F. ~J')L H.F. 

• More than l. 0 , but not more than 20 .65 .so 
2 More t r.a n 20 .45 • 3 5 

3 (ii) For ann~ities and guaranteed :nterest contracts 

4 valued on a change in fund basis, the factors shown :n 

5 subparag~aph subd:visior. part (i) o: this subparagraph 

6 s~bd:vision increased by: 

7 

8 

9 

A 

.15 

?lan Type 

B 

.25 

c 
• 0 5 

10 (iii) For annuities and guaranteed i~terest cont:acts 

. .:5 

• 3 5 

ll valued on an issue-year basis, other than those witr. no cash 

12 settlement options, which do no: guarantee interest on 

13 considerations received more :han one year after :ssue or 

14 purchase a~d for annuities a~d guaranteed interest contracts 

1~ valued on a cha~ge 1n fund basis which do not guarantee 

16 interest rates on considPrations received ~ore than twelve 

17 months beyond the valuation da:e, the factors sr.owrl in 

18 subparagrdph subdivision part (i) o: this subparagraph 

19 subdivision or derived in subparagraph subdivision part (ii) 

20 of this subparagraph subdivisoon increased by: 

21 

22 

23 

A 

.OS 

Plan Type 

B 

.05 

c 
• 0 5 

24 (iv) For other annuities with cash se:tle~er.t options and 

25 guaranteed interest contracts with cash settlement options, 

26 the guarantee duration is the number of years for which the 

27 contract guarantees interest rates i~ excess of the calendar 

28 year stat~tory val~aticn ~~terest rate for li~e ~ns~~a~ce 

29 policies ~ith guara~tee durations in excess of twe~ty years. 

30 Fer other annuities w1th no cash set:le~ent opcoons and :or 

Jl guaranteed interest contracts with no cash sett"e~ent optcons, 

32 ~he guarantee durat~on is the ~u~ber of years from ~he da~e of 

33 1ssue or date 2f purchase to the da:e annu:ty be~efi:s are 

34 sc:Ced·.~:.ed to corrj~er.ce. 

35 ( v) "?lan : ype", as used ln subparagraph subdivision parts 

-.J..'-#-
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l (i), (ii), and (iii) of this subparagraph subdivision, is 

2 defined as follows: 

3 "Plan Type A": At any time, the policyholder may withdraw 

4 funds only with an adjustment to reflect changes in interest 

5 rates or asset values since receipt of the funds by the 

6 insurance company, or may withdraw funds without that 

7 adjustment but 1n installments over five years or more, or may 

8 Wl thdraw funds as in immediate life annu1ty; or no v;ithdrawal 

9 1s permitted. 

10 "Plan Type B'": Before expiration of the interest rate 

ll guarantee, the policyholder may withdraw funds only with an 

12 adjustment to reflect changes in interest rates or asset 

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

14 may withdraw funds without that adjustment but in installments 

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

16 the end of interest rate guarantee, funds may be withdrawn 

17 without adjustment in a single sum or installments over less 

18 than five years. 

19 "Plan Type C'': The policyholder may withdraw funds before 

20 expiration of interest rate guarantee in a single sum or 

21 installments over less than five years either without 

22 adjustment to reflect changes in interest rates or asset 

23 values since receipt of the funds by the 1nsurance company, or 

24 subject only to a fixed surrender charge stipulated in the 

25 contract as a percentage of the fund. 

26 (vi) A company may elect to value guaranteed interest 

27 contracts with cash settlement options and annuities with cash 

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

29 change-in-fund basis. Guaranteec interest contracts wi:h no 

30 cash settlement opt1ons and other annui~ies with no cash 

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

:!2 ~sed in this section~ an issue-year basis of valuatio~ :efe:s 

JJ :o a vaiuatio~ basis ~~der which tl1e interes: rate used to 

~5 d~ratio(l of the ann~ity or gua~anteed in~erest contract 1s tne 

' --.J..:)-



S . F. »Pk H. F • 

l cale~dar year valuation interest rate for the year of issue or 

2 year of purchase 0f the annuity or guaranteed interest 

3 contract, and the change-in-fund basis of valuation refers to 

4 a valuation basis under which the interest rate used to 

5 determine the minimum valuation standard applicable to each 

6 change 1n the fund held under the annuity or guara~teed 

7 interest contract is the ca!endar year valuation interest rate 

8 for the year of the char1ge in the ~und. 

9 d. REFERENCE INTEREST RATE. ~he reference in:erest rate 

10 referred to i~ paragraph ''b'' is deEined as fo:lows: 

11 (l) For a!l life insurance, :ne lesser o~ the average over 

:2 a period of thirty-stx months and :he average over a period of 

13 twelve ~onths, e~dir1g on June 30 of the calendar year next 

14 preceding the year of issue, of the monthly average of the 

15 composite yield on seasoned corporate bonds, as published by 

16 moody's investors service, 1nc. 

l7 (2) For sing:e prerr.ium icunediate annuities and for annuity 

18 bene:its involvtng life conti~gencies arising from other 

19 annuities with cash settlement options and guaranteed interest 

20 contracts wit~ cash settle~e~t optio~s, the average over a 

21 period of twelve months, ending on June 30 of the calendar 

22 year of issue or year of purchase, of the monthly average of 

23 the composite y:eld on seasoned corporate bonds, as published 

24 by moody's investors serv1ce, inc. 

25 (J) For other annuities with cash settlement optior1s and 

26 guaranteed interest contracts wi:h cash sett:emen~ opt~ons, 

27 val~ed on an 1ss~e-year basis, except as s:a:ed i~ 

28 s~bparagraph (2), with guaran:ee duration i~ excesa of ten 

29 years, the lesser of the average over a period of thirty-six 

30 months a~d the average over a period o~ twelve mo11ths, e~ding 

31 on :une 30 of :he ca:endar year of ~ss~e or purchase, of :he 

32 reonthly average ~~ the compcs~te Jie:d on seaso~ed c8rporate 

33 bo~ds, as published by moody~s in·1estors serv~ce, inc. 

( : ' ' I for ot~e= an~uit~es with cas~ sett~e~e~t opt~o~s and 

35 g~aranteed i~terest contracts w~th cash sett:ernen: options, 

-16-
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l valued on an issue-year basis, except as stated in 

2 subparagraph (2), with guarantee duration of ten years or 

3 less, the average over a period of twelve months, ending on 

4 June 30 of the calendar year of issue or purchase, of the 

5 monthly average of the composite yield on seasoned corporate 

6 bonds, as published by moody's investors service, inc. 

7 (5) For other annuities with no cash settlement options 

8 and for guaranteed interest contracts with no cash settlement 

9 options, the average over a period of twelve months, ending on 

10 June JO of the calendar year of issue or purchase, of the 

ll monthly average of the composite yield on seasoned corporate 

12 bonds, as published by moody's investors service, inc. 

13 (6) For other annuities with cash settlement options and 

14 guaranteed interest contracts with cash settlement options, 

15 valued on a change-in-fund basis, except as stated 1n 

16 subparagraph (2), the average over a period of twe~ve months, 

17 ending on June 30 of the calendar year of the change in the 

18 fund, of the monthly average of the composite yield on 

19 seasoned corporate bonds, as published by moody's investors 

20 service, lnc. 

21 e. ALTERNATIVE METHOD FOR DETERMINING REFERENCE INTEREST 

22 RATES. In the event that the monthly average of the composite 

23 yield on seasoned corporate bonds lS no longer published by 

24 moody's investors service, inc., or in the event that the 

2~ national associat1on of insurance commissioners determines 

26 that the monthiy average of the composite y!eld on seasoned 

27 corporate bonds as published by moody's investors service, 

28 inc. is no longer appropriate for the determination of the 

29 reference interest rate, an alternative method for 

30 de~erm1nation of the reference interest rate, which is adopted 

21 by the ~ational assoc:ation of 1~sura~ce ccm~lSSloners a~d 

32 approved by r~:e adopted by ~he corn~iss~oner, may be 

33 subst.:..tuted. 

3.: 6. =<ESUV2 VA:.Ull.T,Ot>; ~S':'t-iO::J -- :..I?S INSUR.'\::\CS A~JD 

1S ENDOWME~T 3ENEF!TS. 

-l7-
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~ a. Exc~pt as othe~wise provided in subsectior1s 7, 10, and 

2 12, rese,ves ca:c~lated according to the commissioner's 

3 reserve val~ation met~od, fo~ the life ins~rance and endowme~t 

4 benefits of policies providing for a uniform amount of 

5 1nsurance and requir1ng the payment of uniform premiums, shall 

6 be the excess, if any, of the present value, at the date of 

7 valuation, of ~uture guaranteed benefits provided for by such 

8 polictes, over the present value, at the date o~ valuation, of 

9 any future modified net prem:ums for such pocicies. The 

10 modifted net prerni~ms for sue~ policy is :ne ~nifotm 

ll percentage of the respec:ive contract premiums for the 

12 beneftts such tnat the prese~t value, at the date of issue o~ 

13 the policy, of all modified net premiums shall be equal :o the 

14 sum of the present va~ue, at the date of valuation, of such 

15 benefits provided for by :he policy and the excess of the 

16 amount determined in subparagraph {1) over the amount 

17 determined in subparagraph (2), as follows: 

18 (1) A net level annual premium equal to the present value 

19 a: the date of issue, of the beneEits provided for after the 

20 first policy year, divided by the present value at the date of 

21 issue, of an annuity of one per ann~m payable on the first, 

22 and each subsequent, anniversary of the policy on which a 

23 premium falls due. However, ~he net levei annual premium 

24 shall not exceed the net level annual premium on the nineteen-

25 yea' premium whole li:e plan ~or insurance of the same amount 

26 at an age one year mo'e :han the age of the insured at !ss~e 

27 of :he policy. 

28 (2) A net one-yea: term premium for the benefits provided 

29 for in the first policy year. 

30 b. However, for a life insurance pol:cy issued on or af:e' 

31 January ~' 1998, for wh~ch the co~tract premium in the ~~rst 

32 policy year exceeds tha: of the second year and for which no 

33 comparable additional bene:it is provided in :he first year 

34 eor 5~c~ add~tio~a: p~emi~~ and ~~ic~ p~~vides an endct~xe~t 

35 be~e~it or a cash surrender value or a COI~bi~ation of sec~ 

-:.8-
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1 benefit or value 1n an amount greater than the additional 

2 premium, the reserve according to the co~~issioner's reserve 

3 valuation method as of any policy anniversary occurring on or 

4 before the assumed ending date defined as the first policy 

5 anniversary on which the sum of any endowment benefit and any 

6 cash surrender value then available is greater than such 

7 additional premium shall be, except as otherwise provided in 

8 subsection 10, the greater of the reserve as of such policy 

9 anniversary calculated as described in paragraph "a'' and the 

10 reserve as of such policy anniversary calculated as described 

ll in paragraph "a'', but with the following modifications: 

12 (i) The value defined in paragraph ''a'' being reduced by 

13 fifteen percent of the amount of such excess first year 

14 prem1um. 

15 (ii) All present values of benefits and premiums being 

16 determined without reference to premiums or benefits provided 

17 for by the policy after the assumed ending date. 

18 (iii) The policy being assumed to mature on such date as 

19 an endowment. 

20 (iv) The cash surrender value provided on such date being 

21 considered as an endowment benefit. 

22 In making the above comparison the mortality and interest 

23 bases stated 1n subsections 4 and 5 shall be used. 

24 c. Reserves according to the co~~issioner's reserve 

25 valuation method shall be calculated pursuant to a method 

26 consistent with this subsection for all of the following: 

27 (l) Life insurance policies providing for a varying amount 

28 of insurance or requiring the payment of varying premiums. 

29 (2) Group annuity and pure endowment ccntracts purchased 

10 under a retirement plan or plan of deferred compensation 

31 es~abli~~ed or maintained by an employe:, inc:uding a 

J2 partnership or sole proprietorsh:p, or by an e~ployee 

·13 organ~zation, or by both, ot~e: ~ha~ a pla~ providi~g 

J.; irldivi1t!al retire~~e~t acccunts or i~di~~dtta: re~~re~en: 

1~ a;~~uit~~s iJnde~· sec~ion 408 of the I~ter~al Reve~~e Cede. 

-l9-
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~ {3) ~:.sabili:y a~d accidental death benef~ts in a:: 

2 policies a~d conttacts. 

J (4) All o:he~ bece~its, except li~e insurance and 

4 endow~en~ bene~its in life insurance pol~cies and be~efits 

5 provided by all other annuity and pure endowment contracts. 

6 7. RESERV~ VALCAT!ON METHOD -- ANNJ:TY AND PURE ENDOWMENT 

7 3ENEFiTS. This subsection applies to all annuity and pure 

8 endowment contracts other than g~oup annuity and pure 

9 endowment contracts purchased under a ~etirement p~an or plan 

10 of deferred compensation established or maintained by an 

11 e~ployer, includ~ng a par:nership or sole proprietorshi9, or 

12 by an employee organization, or by both, other than a plan 

13 providing individ~al retireme~t accou~:s or individual 

14 re:irexent annuities under section 408 of the Internal Reve~ue 

15 Code. 

:6 Reserves according to the commissioner's annuity reserve 

17 method for benefits under annuity or pure endowment contracts, 

18 excluding any disability and accidental death benefits in suet: 

:9 contracts, shall be the greatest of the respective excesses o: 

20 :he present values, at the date of valua:ion, of :he future 

21 g~aranteed bene:its, including guaranteed nonforfeiture 

22 be~efits, prov1ded for by s~ch contracts at the end of each 

23 respective contract year, over the present value, at the da:e 

24 of valuation, of any future valua~ion considerations derived 

25 from future gross considerations, req~:red by the ter~s of 

26 s~ch cor.trac:, that become payable prior to the end of such 

27 respect:ve contract year. The fut~re guaranteed bene:1ts 

28 shall be determ:ned by ~sing the mortali:y table, if any, and 

29 the interest rate or rates, specified ir. such contrac:s for 

30 de:ermining g~aranteed ber.ef:ts. The valuation considerat:or.s 

3: a~e the port:8~s of the :espective g~os~ cor.s~derations 

32 applied ~nder the terms o: s~ch con:racts :o deter~ine 

33 ~o~fo:Ee~~ure values. 

34 

35 
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l policies, excluding disability and accidental death benefits, 

2 the operative date of section 508.37, shall not be less than 

3 the aggregate reserves calculated in accordance with the 

4 methods set forth in subsections 6, 7, 10, and 11, and the 

5 mortality table or tables and rate or rates of interest used 

6 in calculating nonforfeiture benefits for such policies. 

7 b. A company's aggregate reserves for all policies, 

8 contracts, and benefits shall not be less than the aggregate 

9 reserves determined by the qualified actuary to be necessary 

10 to render the opinion required by subsection 2. 

ll 9. OPTIONAL RESERVE CALCULATION. Reserves for all 

12 policies and contracts issued prior to the operative date of 

13 section 508.37, may be calculated, at the option of the 

14 company, according to any standards which produce greater 

15 aggregate reserves for all such policies and contracts than 

16 the minimum reserves required pr1or to July 1, 1994. 

17 Reserves for any category of policies, contracts, or 

18 benefits, as established by the commissioner, issued on or 

19 after the operative date of section 508.37, may be calculated, 

20 at the option of the company, according to any standards which 

21 produce greater aggregate reserves for such category than 

22 those calculated according to the minimum standard as provided 

23 in this section, but the rate or rates of interest used for 

24 policies and contracts, other than annuity and pure endowment 

25 contracts, shall not be higher than the corresponding rate or 

26 rates of interest used in calculating any nonforfeiture 

27 benefits as provided in this section. 

28 A company which at any time adopts a standard of valuation 

29 producing greater aggregate reserves than those calculated 

30 according to the minimum standard as provided in this section 

J: may adopt, with the approval of the co~~issioner, any lower 

12 std~dard of valuation, ~ot to be lower than the ~inimurn as 

33 provided in th1s section, provided, however, that, for 

J4 pu~poses of th~s sectio~, the tcidi~g of additional reserves 

35 previo~sly dete~~ined by a quali~ied actuary to be necessary 

-21-
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l ~o re~der ~he 0p~n~o~ req~i=ed by subsection 2 shall ~o~ be 

2 dee~ed to ~~ ~!1e adop~ion o~ a ~igher standa~d of va:Jatio~. 

10. RESERVE CALCULA~:O~ 

4 THi GROSS PREM!JM CHARGE. 

5 a. !f i~ ar1y co~tract yea: the gross prerniu~ charged cy a 

6 li~e inst1rance company on a policy or co~trac: is less than 

7 the vdluation ne: pren~u~~ for the poiicy or co~tract, as 

8 calcu:ated by tte ~Pth~~ tJsed in calc~t~ating the reserve for 

9 s~ch policy or co~~ract but usinq the ~inimGrn valuation 

1.0 sta~dards of ~orta:ity a~d ra:e of i!l:erest, ~~e mi~imum 

:1 reserv~ requi~ed for s~ch poJ.icy or contract is the greater of 

12 ei~her the ~ese:v~ ca:cu:ated according ~o the ·mortality 

:.3 ~ab:e, rate o: :.~1terest, and me:.hoci actt..:.all'Y_._-fsed Eor suer. 

14 policy or contract, or the reser-,e calculated by t~e ~ethod 

15 actually used eo~ sue~ policy or cont~act but usi~g :he 

:6 :ninirnum va~uation standards of mortality and ra~e of i~teres~ 

:7 and replacing :he va:uat1o~ ne~ p~emium by :he ac:ua: gross 

18 pre!llL..in i.n eac!-1 cor.tract year for which the valuati'.Jn net 

i9 prer1:1u~ exceeds the actual gross premi~ffi. The ~inimu:n 

20 va:uation sta~da~ds of mortality and rate of inte:est re~erred 

21 to in this section are t~ose sta~dards estab:~shed in 

22 sub5Pctions 4 and 5. 

23 b. However, for any life insurance po:icy issued on or 

24 after January :, 1998, for wh1ch the gross prem~um i~ the 

25 first policy yea: exceeds tha: of the second year a:ld ~or 

26 which no compa:able additic~dl bene~it is pro~ided i~ the 

27 first year for s~ch excess and wh:c~ prov~des an e~dow~ent 

28 benef~t or a cas~ sur:ender value, or a combinat~on of such 

29 be~efic and valce, in arl amount greater than the excess 

30 premium, the provisions o~ parag!aph ''a'' apply as if the 

31 r.1eti".od actl!a~l.y 'JseC .L•• cal.cu:a':i~g t:-te ~ese::-·,;e for st.:c!; 

32 pc.l:cy :.s ;_r.e ;ne~r:od es':a'::>l :.sr.ed ir: s!J.bses:.ion 6, excludi:--.g 

13 parcqraph 11 0" 0~ ::.ha:: s~bsec~ic::. Tt-:e n:ni!T;U~ rese~~n:~ 0: t~e 
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1 ~1nimuc~ reserve caicuiated i[\ accordance wi~h this subsection. 

2 ll. RESERVE CALCULATION-- !NDETERM:NA~~ PRE~IUM PLANS. 

3 !n the case o~ any plan of life insurance which provides for 

4 futu~e premium determination, the amounts of such premium 

5 which are to be determined by the insurance company based on 

6 est1mates of Euture experience, or in the case of any plan of 

7 life ins~rance or annuity, the minimum rese~ves of which 

a Cdnnot be determined by the methods established in subsections 

9 o, 7, a~d 10, the reserves which are held under the plan must 

10 be appropriate in relation to the benefits and the pattern oE 

ll 

12 

l3 

premiums 

which is 

adopted 

for that plan, and shall be computed by a method 

consistent with this section, as determined by rules 

by the commissioner. 

MINIMUM STANDARDS FOR HEALTH (DISABILITY, ACCIDENT, 

l'> AND SICKNESS) PLANS. The commissione:: shaE adopt rules 

14 12. 

16 containing the minimum standards applicable to the valuation 

17 of health, disability, and sickness and accident plans. 

13 Sec. 4. Sec:ion 52lC.2, subsection 8, ~aragraph c, Code 

19 1993, is amended to read as follows: 

20 c. An underwriting manager who, pursuant to contract, 

2: manages all or oart of the reinsurance operations of the 

22 reinsurer, who is under conunon cont:.-ol -..;i th the reinsUrer, 

23 subject to chapter 52lA relating to the regu1a:ion of 

24 insurance holding company systems, and who is not compensa:ed 

2S based upon the voltlme of pre~iums written. 

26 Sec. 5. Sec:ion S21C.l:, Code i993, is amended to read as 

?.7 :allows: 

28 52lC.11 PENA~TIES AND LIABILITIES. 

29 l. A reinsurance intermediary7-in~tl~eP7-~r-reinaarer or 

30 oth~~:-__pers~n fo;Jnd by the commissioner, after a hearing 

conJ;~c::ed .:.:~ a.c::::orda:1ce \vi th chapter l7A, to be-in-tt!:e;et±e~ 

32 c~ ':!a·Je ~S~_t :'t'.at_~iall::z• comvlied ·,.;ith a o!:'ovisic;; of this 

-~ ~ cndpter ~s s~oJect co o~e or ~ore of the ~ollowi~g: 

... =t. 

35 3mou:1~ not exceeding e~~ five thousa~d dc:lars. 
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l b. Re~ocatlon or s~spe:1sion o~ t~e license of the 

2 reinsura~ce 1nterrnediary. 

3 c-;-- f ~-a- <.:Jie!:tt t i-ef: -was -eo:t'.!l;i tt ed -· ';,y-thf:!- re!: M!3a rer:e~ 

4 ~~t~r~ediary7-e-eiv±i-aetio~-b~e~g~t-~y-~~e-eo~~is~~~~~~ 

7 ±ns~~e~-o~-~e~~etl~~r-~o~·-t~e·-~et-iosee~-ine~rred-~y-t~e 

8 i~5tl~er-5~-~~i~s~~er-~tt~~buta~ie-~o-~~e-vie~etto~~ 
g 

:o res11lted ~n a ~css or dan\aoe ~o the i~s~rer o~ rei~su~er. t~e - ·------~-- - ·---- _____ .. _ -·- .. ·---·. ' ·---
ll com:t:ssi()ner ma:,·_i.lrlf:~_civil ac:ion '?!l beh.oi:E of the inscno:_::_ 

12 or reinsurer, ar::d :ht" ~~~y!lo~d~:_s a<1d creditors _of the_ 

13 l._::_s_ure::- _?r re:.t~~urer_,_ se2~in_~~~ rec_~er·1 0~ co~per.satorv 

l4 da:nages_for the_ bene:.:~ of.l_he i~_s~re~ or rei~surer, and the 

15 p5Jlicyf:oJ.ders ____ ar.d ~_!.edit.o!s of ~he in~~rer or re_~nsure..£..!._0~-

16 sec~.ino o~ner :-elje!' as aooro[l_r ia::~_,_ 

17 rf an orde: o~ ~ehabilitatio~ or liauidation has been 

l8 enter<'e.9 __ .2_:.!LS~an<: _co chaote' 507C, and tf:e receiv':'r~c_,nt<'eC: 

19 under the order deternines ~hat the rei~surance internediarv 
----·-------· ----· - . 

20 or a!)_y other ocr son ~as no: mate~_iallv co11'oLed_w_i_:_r_. -~ 

22 in a ___ ~oss _9_r da:ragt: ~o the i~surer or ::-e!.ns!,..;re~_, t~~~e:..v~r_ 

23 may_})cinq a civil act:.on 0:1 beha:: of tr.e ~nsc:re' or reir.s.l:"er 

24 seci<:.:.g the recovery of da:nages _for t_he be_neL~ .2i_the 1:-.st:~er 

25 or reipsu~er, or seek~~g other aoorooriate sanctio~ or rel~e~. 

26 2. A decisio:--;, determi:1ation, or orde::- of the corr..rr.issione::-

27 made or entered pursuant to subsection 1 is subject to 

28 ~ud1c~ai review pursuant to chapter :7A. 

29 3 • This section does not affect the rig~t of the 

30 commissioner to impose any other pena:ties provided in th:s 

31 subtitle. 

32 4 . This chapter sha:i not ~n any nar1~er li~it a::- rest:ic: 

33 t~e rights of po~:..cyholders, ciai~ants, creditors, c~ other 

34 th~~d pa~ties, Gr co~~er 

35 Sec. 6. NEW SECTIO~. 

any r:g~:s to s~c~ 

521D.l TITLE. 
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This ch~pter shall be known and may be cited as the 

2 ''Disclosure of Material Transactions Act''. 

J Sec. 7. NEW SECTION. 5210.2 REPORT. 

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

5 with the commissioner disclosing mater:al acquisitions and 

6 dispositions of assets, or material nonrene~als, 

7 cancellations, or revisions of ceded reinsurance agreements 

8 unless such acquisitions and dispositions of assets, or 

9 ~aterial nonrenewals, cancellations, or revisions of ceded 

!0 reinsurance agreements have been submitted cO the commissioner 

ll for review, approval, or information purposes pursuant to 

12 other provisions of this subtitle or pursuant to other 

11 requirements. The report shall be filed not later than 

14 fifteen days after the end of the calendar year in which the 

15 material acquisition or disposition of asse:s, or material 

16 nonrenewa1, cancellation, or revision of ceded reinsurance 

17 agreements occurs. 

18 2. The insurer shall also file a copy of the report 

19 required to be filed with the commissioner pursuant to 

20 subsection 1, including any exhibits or other attachments 

21 filed as part of the report, with the national association of 

22 insurance commissioners. 

23 3. All reports obtained by or disclosed to the 

24 commissioner and the national association of insurance 

25 commissioners pursuant to this chapter are confidential and 

26 shall not be subject to subpoena and shall not be made public 

27 by the comm1ssioner, the national associat~on of icsurance 

28 conuuissl·J~e:-s, or any othe:- person without t~e prior \Vritte:1 

29 consent of the insurer to wh~ch it pertains, un~ess the 

JO commissioner, after giving such insurer Gotice and providing 

Ji an opportu:lity to be heard, determines tha~ the ~nterest of 

~2 pol1cyholders, sharer.olde:s, or the pub::c w~l: be served by 

33 the p~blication or disciosure of the report, in which event 

::4 :.~1e cc·mmi~s~o;;e:- rr.ay publish or disclose all o~ a.ny part ~f 

'5 :he :epo:t as dee"'ed appropriate. 

-25-
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l No::.:Nit .. standing t:hi.s subsection, the cornmissioner or t!le 

2 national associat.~on oE insu:-ance corru-nissione:.-s may provide 

3 the repor: to the ir1s~rance reg~latory agencies of other 

4 states. 

~ Sec. 8. NEW SECTiON. 5210.3 REPORT OF ACQUISITION AND 

6 DISPOSITIO~ 0~ ASSETS :NFORY.A'riON REQC:RSD -- SCOPE. 

7 l. Ar. acquis:tion or disposi:ion of assets need not be 

8 reported purs~a~t to section 5210.2 if the acquisition or 

9 dispositio~ is not mate:ial. For p~rposes o~ this chapte~, a 

!0 matp~ial dcquis~tion, or the aggregate of any series of 

ll related acquisi~ions, or a c~sposition, or the aggregate of 

12 any series of reiated dispost:ior.s, dur~ng diiY :hirty-day 

13 period, :s one that is no~recurring, is not ~~ the ordinary 

14 course o~ business, and involves ~ore than five percent oE the 

15 reporting insurer's tota: admitted assets as reported in :ts 

16 most rece~t stat~tory sta:ene~t filed wi:h the itlsurance 

17 division of the insurer's sta:e of domicile. 

18 2. For purposes oE this chapter, an asset acq•Iisitlon 

L9 ~ncludes every purchase, lease, exchange, merge~. 

20 consolida:ion, successio~, or other acquisition, other than 

21 the COI\Str~ction or develop~e~: o~ real property by or for the 

22 reporting insurer or :he acquisition of materials for such 

23 purpose. For p~rposes of thcs chapter, an asset dispositron 

24 includes every sale, lease, exchange, merger, consolidation, 

25 mo~tqage, hypothecation, ass~gnment, w~ether ~or the benefit 

26 of creditors o: otherwise, aba~donffien:, destruc:ion, or other 

27 disposition. 

28 J. A report of a material acquisition or disposition of 

29 assets shall l~cl~de all of :he ~ollowing: 

30 a. Date of the transact~o~. 

31 b. Manner of the acquisition or d:spositron. 

32 c. Descr~p:ion oE the assets involved. 

33 d. Nature and amount of the considera:1on g1ven or 

"34 rece:·,;ed. 

35 e. Purpose or reason fa:, t~e tra~saction. 
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~ f. Manner by which the amount of consideration was 

2 determined. 

3 g. Gain or :oss recognized or realized as a result of the 

4 transaction. 

5 h. Name or names of the person or persons from whom the 

6 assets were acquired or to whom they were disposed. 

7 4. An insurer is required to report material acquisitions 

8 and dispositions on a nonconsolidated basis unless the insurer 

Y is part of a consolidated group of insurers which utilizes a 

lO pooling arrangement or one hundred percer.t reins~rance 

ll agreement thac affects the solvency and integrity of the 

12 insurer's reserves, and such insurer ceded s~bstantially all 

:3 of its direct and assumed business to the pool. An insurer 

14 deemed to have ceded substantially all of its direct and 

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

16 mi l1 ion dollars total direct plus assumed v1ritten premiums 

:7 during a calendar year that are not subject to a pooling 

is 

18 arrangement, and the net income of the business not subject to 

19 the pooling arrangement represents less than five percent of 

20 the insurer's capital and surp:us. 

21 Sec. 9. NEW SECTION. 521D.4 REPORT OF NONRENEWAL, 

22 CANCELLATION, REVISION OF CEDED REINSURANCE AGREEMENTS --

23 INFORMATION REQUIRED -- SCOPE. 

24 l. A nonrenewal, cancellation, or revision of a ceded 

25 re1nsurance agreement need not be reported p~rsuanc to section 

26 52lJ.2 if the nonrenewal, cancellation, or rev1s1on lS not 

27 ~aterial. For purposes of this chapter, a ~aterial 

28 r1onrenewal, cancellation, or revision of a ceded reinsura:1ce 

29 agree~ent is one tha: does the following: 

30 a. For property and casualty business including accident 

31 and health business ~hen written as such, affects more than 

32 fifty ~ercent of an insurer's ceded written premium on an 

33 a~nualized basis as indicated i~ the ins~rer's ~est rece~t:y 

34 tiled statutory statement. 

35 b. For life, annuity, and acc~dent and health business, 
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1 af~ec:s more than fif~y percent of the total :eserve cred1~ 

2 take~ ~o< busi~ess ceded on an annualized oasis as indicated 

3 ~n the ins~rer's most recerltl.y ~~led statutory stateme~t. 

2. Notwi:hsta~dlng s~bsectio~ :, a fi:ing is ~ot requir~~ 

5 if the ~r~s~rer~s ceded written premi~m represents, o~ a~ 

6 an:1ualized basis, less than te~ percent of di:ect plus assu~ed 

7 writte~ prent~um, or the ~otal ~eserve credit taken for 

8 busi~tess ceded represe~ts, on an ar~~ualized basis, less tha~ 

9 ten percen: of :;,e s~a:utory reserve requirement prio:- to any 

LO cess~o:-:. 

ll 3. A report requ!:ed to be ~!!ed pursuant to this chap:er 

12 is to be filed regardless of who has icit~ated ttte nonrenewal, 

cancellation, or revision of the ceded re:nsurance agree~en: 

14 wheneve: one or more of the Eo:lowing C011ditio~s exist: 

lS a. The entire cession has been cance:ed, nonrenewed, o:-

revised a11d ceded inde1rni~y a~d :oss ad~us:rnent expe~se 

~7 reserves, after any nonrenewa:, cance~lation, or revision, 

18 represent less than fifty perce~t of the comparab:e reserves 

19 that would have bee~: ceded had the no~renewa:, cancel1.at~on, 

20 or rev:sion not occurred. 

21 b. An authorized or accredited reins~rer has been rep:aced 

22 on a~ existing cess:on by a~ unauthorized rei~surer. 

23 c. Collateral req••ireme~ts previously establis~ed for 

24 unauthorized reinsurers have been reduced. 

25 A report of a material nonrenewa~, cancella~ion, or 

26 revision of a ceded reinsurance agreement required to oe ~1~ed 

27 shall include all of ' c ., . . 
L:1.e -O.!.l.OWlO~: 

28 a. The effec:ive date of the no~renewal, ca~celiatio~, 8r 

29 revis'-on. 

30 b. The descriptio~ of the :ransactior. 1nclud1~g the 

31 identifica:ion o: the in:tiator oE the transac:ion. 

32 

33 

c. 

d. 

T~e purpcse of, or reaso~ for, the transac~~on. 

The ide~t:ty o~ the replacement rei~su:ers, if 

14 applic:abce. 

3':> s. Insu:-ers are req~~:ed to report all rna:erial 
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l r.onrenewals, cancellations, or revisions of ceded reinsurance 

2 agreements on a nonconsolidated basis unless the insurer is 

3 part of a consolidated group of insurers which utilizes ar. 

4 intercompany pooling agreement or arrangement or a one hundred 

5 percent re~nsurance agreement under which the ceding company 

6 has ceded substantially one hundred percent of its direct and 

7 assumed business to a pool. An insurer is deemed to have 

8 ceded substantially one hundred percent of its direct and 

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

10 million dollars of total direct plus assumed written premiums 

:1 during a calendar year that are not subject to the pooling 

12 agreement or arrangement and the net income of the business 

13 not subject to the pooling agreement cr arrangement represents 

14 less than five perce~t of the insurer's capital and surplus. 

15 If a group of insurers reports on a consolidated basis, the 

16 report shall identify the individual insurers ~hat are members 

17 of the group. 

18 EXPLANATION 

19 This bill relates to insurance regulation and includes 

20 provisions relating to the release of confidential 

21 ~nformation, the standard valuation of certain insurance 

22 policies and contracts and annuities and endowments, and the 

21 disclosure of certain transactions of insurers domiciled in 

24 this state. 

25 New section 505.17 is created which provides that 

26 disclosure of confidential information, administrative or 

27 judicial orders which are closed, or other action of the 

28 division which is not an open record, to other state 

29 regulatory ofElcials may be permitted ~y the co~~issioner if 

30 those officials are subject :o, or agree to comply with, 

Jl standards of confidentiality comparable to those imposed on 

32 the co~missione~. 

3J Sections 2 and 3 amend the standard valuat~on prov1sions 

34 ~e:atPd ~o :~fe insurance policies a~d co:1tracts, a~d an~uity 

35 and endowment contracts. 
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Sectio~s 4 and 5 amend provisions relating to reinsurance 

2 intermediartes. Section 521C.2, s~bsection 8, is a~ended to 

3 provide that an underwriting manager who manages part of the 

4 reinsurance operations of a reinsurer and who is under commcJ': 

S con~ro: with the reinsu~er, is no: a reinsurance i~ternediary-

6 ~id~ager. C~rre~tly, only an unde~writing ma~ager who ma~a9es 

7 all of the rei~surance operat~ons o~ the reinsurer and who is 

8 ur.der commo:1 control <...;i..th t:-te ~e.:.:1surer is excluded :::-o:n ::r.e 

9 definition of a re~nsurance intermediary-~anager. 

10 Sectio~s 6 through 9 create a ~ew chapter 52iD which 

1: requires the disclosure of certai~t materia: transac:ions. 

12 Section 5210.1 establishes the title of the chapter. 

13 Section S2lD.2 requires an tnsurer domiciled in this state 

14 to file a report with the commissioner and :ne national 

15 association of insurance com~issioners disclosing material 

16 acquisi~ions and dispositions of assets, or material 

l7 nonrenewals, cancellattons, or revistons of ceded reinsurance 

18 agreements unless such acquisitions and dispositions of 

~9 assets, or material nonre~ewais, ca~cellations, or revisio~s 

20 of ceded reinsurance ag:eements have been submitted to ~he 

21 commiss~oner for revie;.,, approvaL or infor:natio:1 purposes 

22 pursuant to other previsions. 

23 Sec:ion 5210.3 provides that a report of acquisition and 

24 disposi~ion of asse~s need not be filed if the acquisition or 

25 disposction is :1ot materia:. The section also sets Eor:h the 

26 information wh~c~ must be incl~ded in such report. 

27 Sect1on 5210.4 prcv~des tha: a report o~ a nonrenewa:, 

28 ca:1ce:~ation, or revision of a ceded reins~rance agreeme~t 

29 ~eed not be filed i~ the nonrenewal, cancellation, or :evision 

30 of the ceded reinsura~ce agreement is not materia!. The 

31 section also se:s fort~ the in~ormat~cn which must be ~~eluded 

32 in such report. 

:;3 

34 

35 

ssa 324BSV 75 
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HOUSE CLI? SHEET MARCH 28, 1994 Page 18 

SENATE FILE 2282 
B-5715 

l ~~e~d Sena:e File 2282, as passed by the Senate, as 
2 follows: 
3 l. Page l, by inse~t:ng oe:ore l:ne 1 :he 
4 following: 
5 "Section 1. Section 505.7, subsection l, Code 
6 Supplement 1993, is a~e~ded to read as follows: 
7 1. All fees and charaes which are requ1red by law 
8 to be paid by insura~ce companies~ and associations~ 
9 and other regulated en:ities shall be payab:e to the 

10 co~~issioner of the insurance division of :he 
ll department of cc~~erce or department of revenue and 
!2 fi~ance, as provided by law,-whose duty it shall be to 
13 account for and pay over :he same to the ~reasurer of 
14 state at che time and in the manner provided by law 
15 for deposit in the general fund of the state. 
~6 Sec. Section 505.7, Code SuPPlement i993, is 
17 amended by adding the foll<Jwing new s~bsection: 
18 NEW SUBSECTION. 8. The commissioner may assess 
19 the costs of an audit or examination to a hea~th 
20 insurance purchas1ng cooperative, in the same ~anner 
21 as provided for insurance companies under sections 
22 507.7 through 507.9, and may establish by rule 
23 reasonable filing fees to fund the cost of regulatory 
24 oversight . 
25 Sec. Section 505.8, Code 1993, 1s amended by 
26 adding the following ne>~ subsection: 
27 NEW SUBSECTION. 6. The commissioner shall 
28 supervise all health insurance purchasing cooperat1ves 
29 providing services or 6perating within the state and 
30 the organization of domestic cooperatives. The 
31 co~~issioner may admit nondomestic health ~nsurance 
32 purchasing cooperatives under the same standards as 
33 domestic cooperatives.'' 
34 2. Page l, by insert:ng after line 9 :he 
35 follo<•ing: 
36 "Sec. ~EW SECTION. 505.20 HEAL~H ACCOUN?ING 
37 STANDARDS~ DUTIES OF CO~~ISSIO~ER. 
38 ~he co~~issioner, in conj~~ctio~ with ~he corr~unity 
39 health management inforrr.ation system estabLished in 
40 chapter l44C, :f enacted by the Seventj-fcfth General 
41 Assembly, sha:l adopt ru:es establishing hea:th 
42 accounting standards to be enforced statewide. The 
43 corr~un:ty health ~anagerr.e~t info~mation syste~ boa:d 
~4 shall propose accounting standards for cost and 
45 qua:ity to the co~~issic~e: tor approva:. !he 
46 corr~issio~er shall en:orce the standards i~ 
47 cor.j~....::1ct.:on wi.th the ccm.Inunity health managenent 
43 informat:on system board. 
~9 Sec. ~01. NEW SEC~:ON. 505.2: HEALTH CARE ACCESS 
SO -- DUTcES OF COMM:ss:ONER -- PENALTIES. 
H-5715 -l-
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l 1. The commissioner shall adopt rules establ~shing 
2 a requirement that an employer provide access to 
3 health care to the employees oe the employer. The 
4 rules shall prov:de that an employer doing business 
5 within this state shall offer each employee, at a 
6 minimum, access to health insurance. The requirement 
7 contained in this section may be satisfied by offering 
8 any of the following: 
9 a. Health care coverage through an insurer or 

10 health maintenance organization authorized to do 
ll business in this state. 
i2 b. Access to health benefits through a health 
13 benefcts plan qualified under the federal Employee 
14 Retirement Income Security Act of 1974. 
15 c. Enrollment in an Iowa-licensed health insurance 
16 purchasing cooperative. A cooperative may require 
17 payroll deduction of employee contributions and direct 
18 deposit of premium payments to the account of the 
19 cooperative. 
20 2. An employer is not required to financially 
21 contribute toward the employee's health plan. 
22 3. A violation of this section may be reported to 
23 the consumer and legal affairs bureau in the insurance 
24 division. The divis1on may issue, upon a finding that 
25 an employer has failed to offer an employee access to 
26 health insurance, any of the following: 
27 a. A cease and desist order instructing the 
28 employer to cure the ~ailure and desist from future 
29 violations of this section. 
30 b. An order requiring an employer who has 
31 previously been the subject of a cease and desist 
32 order to pay an employee's reasonable health insurance 
33 premiums necessary to prevent or cure a lapse in 
34 health care coverage arising out of the e~ployer's 
35 failure to offer as required. ' 
36 c. An order upon the employer assessing the 
37 reasonable costs of the division's investigation and 
38 enforcement action.'' 
39 3. Page 23, by inserting after line 17 the 
40 following: 
41 ''Sec. Section 5138.2, subsection 16, Code 
42 Supplementl993, is amended to read as follows: 
43 16. ''Small employer'' means a person actively 
44 engaged in business who, on at least fifty percent of 
45 the employer's working days during the preceding year, 
46 employed not less than two and not more than twenty-
47 f~~e fifty full-time equivalent eligible employees. 
48 In determining the number of eligible employees, 
49 companies which are affiliated companies or which are 
50 eligible to file a combined tax return for purposes of 
H-5715 -2-
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2 Sec. ___ Section 513B.4, Cede Supple~ent 1993, is 
3 amended by adding the following new subsection: 
4 N:SW SUBSECTION. lA. Not\·:ithsta~.di:1g subsection l, 
·s there shall be no va:iance in premium rates for a 
6 basic or standard benefit plan offered pu:auant to 
7 this chapter for health status or claim experience. 
a Sec. Section 513B.4, subsection 2, unnumbered 
9 paragraph 2, Code Supplement 1993, is amended by 

lO striking the paragraph and inserting in lieu thereof 
ll the following: 
12 Case charecteristics other than age, geographic 
13 area, family tomposition, and group size shall not be 
14 used by a small employer carrier without the prior 
15 approval of the commissioner. Case characteristics 
16 which may be used with the prior approval of the 
17 commissioner include but are not limited to health 
18 choices. 
19 Sec. ___ Section 5138.4, Code Supplement l993, is 
20 amended by adding the following new subsection: 
21 NEW SUBSECTION. 5. Notwithstanding subsection 1, 
22 the commissioner, with the concurrence of the board of 
23 the Iowa small employer health reinsurance program 
24 established in section 513B.l3, may by order reduce or 
25 eliminate the allowed rating bands provided under 
26 subsection 1, paragraphs ''a'', "b'', and ''c", or 
27 otherwise limit or eliminate the use of experience 
28 rating. • 
29 4. Page 29, by inserting after line 17 the 
30 following: 
31 •sec. Section 101 of this Act, which creates 
32 new section-505.21, relating to health care access, is 
33 effective January 1, 1995." 
34 5. Title page, line 6, by inserting after the 
35 word "state'' the following: '', and providing an 
36 effective date•. 
37 6. 8y renumbering as necessary. 

H-5715 FILED MARCH 25, 1994 

c:< ~ -;.£_ /-</- y~ 
0 /?«:s:_) 

By HALVORSON of Clayton 
HAVERLAND of Polk 
PLASIER of Sioux 



SENATE FILE 2282 
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l A..'ller.d Senate File 2282, as passed by ~:-.e Se::a:e, as 
2 follo•..Js: 
3 l. Page 3, line 2S, oy s:riking :~e wore 
4 ''regulations'' and inserting the followi~g: ''r~:es''. 

~ 2. Page S, by s:riking line 8 and inserting :he 
6 follcwing: ''confide~tiality of the memorandum cr 
7 other ~ate~ial. 
8 Once any". 
9 3. Page 11, by stri~lng :ines 24 and 25 and 

cO inserting the following: 
"W 

!2 I equa!s .03 • W(Rl-.03) +' (R2-.0~),". 
!J 4. Page 28, by lnser::ng a:ter :ine 24 the 
14 following: 
~5 "Subject to the ma~eriality c~:~e:ia, for o~rooses 
::...s of parag:-a.?hs "b" and "c", a report shall be ~i:.ed if 
:7 :~e resul~ of the ~evis:on a~fects rnore :han :e~ 
18 percent o~ the cession.'' 

By HALVORSON of Clayc~~ 
H-5421 FILED ~.RCH :5, 1994 
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SENATE FILE 2282 
B-5756 

l 
2 

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

3 
4 
5 
6 
7 
8 
9 

10 
ll 
12 
l3 
14 
1 --" 
16 
17 
~8 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 

l. Page 23, by inserting after ~ine 17 the fol­
lowing: 

''Sec. . Section 5138.2, s~bsection ~2, 
u~~umbered paragraph 1, Code Supplement 1993, is 
amer1ded to read as follows: 

''Late enrollee'' means an eligible employee or 
dependent who requests e~rollment in a health benefit 
plan of a small emp~oyer following the ini:ial 
enrollment period for which such individual is 
entitled to enroll under the terms of the health 
benefit plan, provided the initia: enrollment period 
is a period of at leas: th~rey one hundred e:ghty 
days. An eligible employee or dependent shall not be 
considered a late enrollee if any of the following 
apply: 

Sec. Section 5133.2, subsection 12, paragraph 
a, subparagraph (3), Code Suppleme~t 1993, is a~ended 
to read as follows: 

(3) The individual requests enrollment within 
t~~~ey one hundred eighty days afcer termination of 
the q~alifying previous coverage. 

Sec. Section 5133.2, subsection 12, caragraoh 
c, Code Supplement 1993, is amended to read a~ -
follo-.vs: 

c. A court has o:dered that coverage be provided 
for a spouse or min~r or dependent child unde: a 
covered employee's health benefit plan and the req~es: 
for enrollment is made within th~~ey one hund:ed 
eighty days after issuance of the cou:t order.'' 

2. Renumber as necessary. 
By ~URPHY of Dubuq~e 

H-5756 FILED MARCH 28, 1994 

.fd, ~ 7'f r ~"'- ft.:l. v 
WITHDRAWN SENATE'-r-ILE 2282 

H-5735 
l ~~end 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 following: ''approval of the 
5 commissioner." 

B-5735 FILED MARCH 28, 1994 

u~ 1>/-/.Y-?y 

0/£2~ 

By HALVORSON of Clayt'on 
HAVERLAND of Polk 
PLAS!ER of Sioux 
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SENATE FILE 2282 
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l Amend Senate File 2282, as passed by the senate, as 
2 follows: 
3 l. Page 23, by inserting after line 17 the 
4 following: 
5 ''Sec. Section 5138.10, subsection 3, 
6 paragraph~ 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 ~~elve six months following the effective 
ll date of the individual's coverage due to a preexisting 
17. condition. A health benefit plan shall not define a 
13 preexisting condition more restrictively than the 
l4 following: 
15 Sec. Section 5138.37, subsection l, paragraph 
16 a, Code Supplement 1993, is amended to read as 
17 !'allows: 
18 a. What benefits or direct pay requirements must 
19 be minimally included in a basic or standard benefit 
20 coverage policy or subscription contract. 
21 Sec. . Section 513B.38, Code SupPlement 1993, 
22 is amended by adding the following ne\·l subsection: 
23 NEW SUBSECTION. 4. Upon the determination of the 
24 commlssioner pursuant to section 5l3B.37, su~section 
25 1, paragraph ''a'', to include expanded preveptative 
26 care services and mental health and substance abuse 
27 treatment coverage, the commissioner shall do all of 
28 the 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 conditions as such coverage is provided Eor other 
37 illnesses and diseases." 
38 2. Renumber as necessary. J: 

By HAMMOND of Story 
H-5755 FILED MARCH 28, 1994 

j6Z~) 
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SENATE FILE 2282 
H-5799 

1 ~~end c~e amendment, H-5715, to Senate rile 2282, 
2 as passed by :he Senate, as follows: 
3 l. Page 3, line 31, by striking the >10::-d ""Sec." 
4 and inserting the following: 
5 '"'Sec. UNIVERSAL COVERAGE -- DUTIES Or 
6 GENERAL ASSEMBLY. 
7 1 The general assembly sha:l provide for 
8 universal health care benefit cove::-age by no later 
9 than January l, l998. 

10 a. Coverage shall include, at a minimum, all of 
ll the following benefits: 
12 (1) Preventative health services. 
13 (2) Hospital services. 

?age 67 

14 (3) Physician services. 
15 (4) Services provided by other licensed providers, 
16 including essential community providers. 
17 (5) Long-term care, including home care aide 
18 services and community-based services. 
19 (6) Prescriptions and biologicals. 
20 (7) Dental. 
21 (8) Mental health and substance abuse services, 
22 which s~all be provided the same as benefits for 
23 physical illness. 
24 b. The general assembly shall do all of the 
25 following: 
26 (1) Develop budget and expenditure targets for 
27 health care spending. 
28 (2) Establish ltmits on insurance administrative 
29 costs. 
30 (3) Review single payo~, ~anaged competition, and 
31 other structures for ad~inistering health benefi: 
32 cove::-ages. 
33 (4) Develop other ~ealth cos~ containment 
34 mechanisms that ensure accessibility to qua:ity, 
35 affordable health care by all Iowa~s. 
36 Additionally, the general assembly shall examine 
37 and evaluate, as oa::-~ of the studv of health care cos: 
38 containment, the benefits of estaSlishing a single 
39 mandatory, nonprofit health i~surance purchasing 
40 cooperative for all Iowans, granted the authority to 
41 negotiate premium limits with insurers and ma~aged 
42 care [:>lans. 
43 c. The general assembly shall develop a fair and 
44 appropriate financing mechanism for providing the 
45 comprehensive set of such benefits included as 
46 provided in paragraph ''a", which may include a level 
47 of contribution by each employer, and the 
48 identification of additional funding sources 
49 sufficient to allow for the development oE sliding 
50 scale subsidies for businesses with low-wage workers, 
H-5799 -1-
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MARCH 30, 1994 Page 68 

l self-employed individuals, and other persons. e 
2 Sec." 

" 3 2. By tenumbering as necessary. 

H-5799 fiLED MARCH 29, 1994 
By HAMMOND of Story 

f:nd 7 fh-Av 't/t'II'9Lf r f'· ''"'V 
SENATt- FILE 2282 

H-5804 
l ~nend the amendment, H-5715, to Senate File 2282, 
2 as passed by the Senate, as follows: 
3 l. Page 3, by striking lines 15 through 18 and 
4 inserting the following: "approval of the 
5 commissioner." 

H-5804 FIL£0 MARCH 29, 1994 
By GILL of Woodbury 



• 
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SENATE FILE 2282 
H-5805 

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. 5141.1 NONPROFIT HEALTH 
6 INSURANCE PURCHASING COOPERATIVES. 
7 1. The commissioner of insurance shall adopt rules 
8 and a licensing procedure for authorizing the 
9 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 affordability •. 
27 c. A requirement to review the plan of·operafibn 
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 513B, or individual or large 
36 group insurers regulated 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 
50 the members of the board file an annual financial 
H-5805 -1-
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1 disclosure report with the commissioner. 
2 g. A requirement that the board of directors 
3 conduct all meetings of the board pursuant to chapter 
4 21. 
5 h. A requirement that the nonprofit health 

Page 70 

6 insurance purchasing cooperative shall have a consumer 
7 ombudsman whose exclusive duties shall be to assist 
B and advocate for subscribers enrolled in the 
9 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 pooled 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. 

H-5805 FILED MARCH .. ~~. 1994 
WliHDAAWN~; b7. .,;) 

1-l'f- 'ft/ ~ 

By JOCHUM of Dubuque 

SENATE FILE 2282 
B-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". 

H-5812 FILED MARCH 29, 1994 

By HAMMOND of Story 
HAVERLAND of Polk 
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SENATE FILE 2282 
H-5819 

1 Amend the amendment, H-5715, to Senate File 2282, 
2 as passed by the Senate, as follows: 
3 1. Page 2, by striking lines 6 and 7, and 
4 inserting the following: "minimum, access to health 
5 insurance. The employer shall satisfy this 
6 requirement by enrolling in a health ins~rance 
7 purchasing cooperative licensed to do business in this 
8 state, if one is available. The employer may also 
9 offer, and, if a health insurance purchasing 

10 cooperative is not available, satisfy the requirement 
11 of this section by offering". 

By HAVERLAND of Polk 
H-5819 FILED MARCH 29, 1994 

Wl~~f3!'"M1 
SENATE FILE 2282 

H-5820 
l 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

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 di:ferent 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 

!I-5820 FILED MARCrt 29, 1994 

WITHDRAWN 
'I~ !'1 . i"' 
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SENATE FILE 2282 
H-5789 

1 ~~end the amendment, H-5715, to Senate File 2282, 
2 as passed by the Senate, as follows: 
J 1. Page 2, line 38, by striking the word 
4 ''action.'''' and inserting the following: ''action. 

4. The insurance division shall annually provide a 
6 wr1tten report to the general assembly beginning 
7 January 1, 1995, which evaluates the effects of this 
8 section on providing universal coverage for all 
9 Iowans. If the division determines that the state has 

10 not achieved a level of individuals without health 
ll care coverage of less than three percent of total 
12 population through voluntary means by June 30, 1999, 
l3 the division shall make reocon:-'1lendat.4ons for the 
14 implementation of and a fi~aricing m~chanism for a 
15 requirement that all individuals in this state procure 
16 and maintain health care coverage for themselves and 
17 their dependents.'''' 

H-5789 FILED MARCH 29, 1994 
a-~ <1- 1'1- 9¥ 

By HAVERLAND of Polk 

\ f /,I.:J.lj 
SENATE FILE 2282 

H-5790 
1 Amend the amendment, H-5715, to Senate File 2282, 
2 as passed by the Senate, as follows: 
3 1. Page 2, by striking lines 15 through 21 and 
4 inserting the following: 
5 "2. An employer may financially contribute toward 
6 the employee's health benefit plan. The employer 
7 shall offer payroll deduction of employee 
8 contributions and direct deposit of premium payments 
9 related to a health insurance purchasing cooperative 

lO or other health care coverage.'' 
By HAVERLAND of Polk 

H-5790 FILED MARCH 29, 1994 

~ (f /p<f~\<:1 
~ .:s'ENATE FILE 2282 

H-5796 
l Amend the amendment, H-5715, to Senate File 2282, 
2 as passed by the Senate, as follows: 
3 1. Page 3, lines 12 and 13, by striking the words 
4 "age, geographic area, family composition,'' and 
5 1nserting the following: ''family composition''. 

B-5796 FILED MARCH 29, 1994 

WITHDRAWN 
+ J't-.,. '1 

By HARPER of Black Hawk 
NELSON of Pottawattamie 
WEIGEL of Chickasaw 
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SENATE PILE 2282 
5856 

Amend tte amendment, E-57:5, to Sena:e :ile 2282, 
as passed by the Senate, as fc:lcws: 

3 •. Page 1, line 5, by strik1ng the word and 
4 figure ''''Section l'' a~d i~serting t~e following: 
5 ''Section 101. Section 422.7, Code Supplement :993, 
6 is amended by adding the fo11owlng new subsect:cn: 
7 NEW SUBSECTION. 29. S~btract, to the extent ~ot 
8 otherwise deducted in comp~ti~g adjusted gross income, 
9 the amount of medica~ expenses, not reimbursed by 

10 ins~rance or otherwise, spent for the taxpayer or 
ll taxpayer's spouse or dependent. 
12 Sec. 102. sec:ion 422.9, subsection 2, ~nnumbered 
13 paragraph 1, Code 1993, is amended to read as follows: 
14 T~e total of contributions, interest, taxes, 
15 ~ed~eai-e~pe~se7 nonb~siness losses, miscellaneous 
16 expenses a~d moving expenses ded~ctible for federal 
17 income tax purposes under the Internal Revenue Code, 
18 with the following adjustments: 
19 Sec. " 
20 2. Page 3, by inserti~g after line 28 the 
21 :'allowing: 
22 '' Page 29, by inserting a:'ter l1ne 17 the 
23 follotving: 
24 "Sec. MEDICAL EXPENSE DEDUCTION. Sections 

5 101 and 1~of t~is Act, which amend section 422.7 by 
addina a new subsec:icn 29 and sec:ion 422.9, take 
effec~ upon enactment and apply retroactively to 
January l, l994, for tax years beginning on or after 
~hat date.'"' 

By MERTZ of Kossuth 
WEIGEL of Chickasaw 

8-5856 ,fiLED ~L~RCH 30, 1994 
~ ~ '-~-/<I- 9'<1-(P I~ 2'-!) 

SENATE FILE 2282 
H-6008 

l Amend the Senate File 2282, as passed by ~~e Senate 
as follows: 2 

3 l. Page 23, by inserting afte~ :ine 17 the 
4 following: 
5 ''Sec. . Section 515A.l3, Code 1993, is affiended 
6 by adding t~e follov1ing new subsect:on: 
7 NEW SUBSECTION. 5. ?ROE!8ITEJ RELEASE. A pe:son 
8 other than the commissioner or the corr~issior.er's 
9 designee shall not release to ano:her person, ot~er 

10 than to the servicing insurer of the policy or to the 
ll commissioner or the corrunissioner's desigr.ee, 
12 experience, payroll, loss da:a, expiration date o: a 
13 policy, or classification informacion without the 
14 prior w:itten approval of the policy holder. A 
15 violation of this section shal: be considered an 
16 unfair trade practice pursuant to chapter 507B." 
17 2. By renumbering as necessary. 

H-6008 FI~ED APRIL 6, 1994 
By HA~VORSON of Clayton 

~ </-11/- P( 
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SENATE FILE 2282 
H-6042 

l ~~end the ame~dment, H-5715, to Senate File 2282, 
2 as passed by the Senate as follows: 
3 l. Page 3, line 28, by striK-ing the t~ord 
4 ''rating.'''' and i~serting the following: ''rating. 
5 Sec. NEW SECTION. 514I.l NONPROFIT HEALTH 
6 INSURANCE PURCHASING COOPERATIVES. 
7 1. The co~~issioner of insurance shall adopt rules 
8 and a licensing procedure for authorizing the 
9 establishment of nonprofit health insurance purchasing 

10 cooperatives. The rules shall include, at a minimum, 
ll 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 governmen: 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 com~issioner if necessary to improve health 

~26 care quality, access, and af:ordability. 
~27 c. A requireme~t to review the plan of operation 

- 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 opera~ion include 
32 guaranteed access and rating practices no •mor~ . ._: · ''1 
33 restrictive than those required of competitors wfthin 
34 a market segment, such as small group health insurers 
35 regu:ated under chapter 5138, or individual or large 
36 group insurers regulated under chapter 514A or 5140. 
37 The commissioner shall regulate all health plans a~d 
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 a nonprofit health insurance 
45 purchasing cooperative be gover~ed 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 
8-6042 -1-
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1 disclos~::-e repo:-t '.·lith :r.e cor.-..:niss.:.c:-:er. 
2 g. A !:"eq~ireme~: tha~ ~te boa!:"d a~ d~rec:o:5 
3 co~d~c: all ~ee~i~gs of :~e beard p~:suant :c c~a;:~~ 

"' ""' .:..-. 

?age 7 

5 h. A req~i:e~en: tha~ a ~onprofi: ~ea::~ ~::~~:~~ce 
6 ~~:chas~~o cccoerative sha:l ~ave a co~su~er o~~~ds;::a~ 
-; ~-•hose ev~l~,.:::.i~·e' --'u ... ~es =~~~~ 'oe •~ ass'sr ;::'"'~C. ar:~·..-r;:;.r-~ WI. .-.._ '-".J ... ~ -.... '-.,. _,:,C,~... '-"-" - '- ._.,1 '-' ~'-''--'""''--

3 fo~ subscribers e~r?lled in the ccope:ative. 
9 -· An ann~a: ~epc:t to be s~b~:cted :c :~e genera: 

:J asse~b:y no late: tnan ~ebr~a:y :, desc:~b~ng tne 
~L cperat~c~s of all ~o~p:Gfit tealth ~~suta~ce 
12 ~~~chasi~g ccc9era:~ves, a~d per~~~:ing review of t~e 
'" S"c·-es~ ...... F ... c~~-oc; ........ e~ 1 -· ;...,s .. ·a~~e ...... ~~c'"'·s: .... ,..... 
..._) ""' .._ :::> --:- lo '.'t"._,. .. .._"' . .I ~.._..,.:) .O.oo ....L._ ••'- ~.._..~ oiC. -"~ 
~~ coopera::ves l~ t~r~~erlng :r.e goa:s c: l~p~ovec 

:s ~ea:~h ca:e quaiity, access, cc affordab:llty. !he 
l.6 :·eport sha~l incl:..:Ce any rec~rr .. me~Cati~ns or. whe::-:e:-­
:7 ddd:tlor:a: ~cnp•cfi: hea:th i~sura~ce pu:c~asi~g 
:a cccpera~ives should be estaol:shed. 

2 ·""7':.-.i- sec-;"r"' ,...ces ~ c· ·e··e ...... ·i-.e a·e··e-,....."""'r.-e~· 

2l 
22 
23 

• .... :, •-v.o - .. 0 p. v .oc c.; v .v,_,., . .,_ 
20 o~ a~y other health i~s~ra~ce or peeled purchas~~g 

a~=a~geme~ts Ot~e~wise per~it:e2 by :a~-

3. T~is sec:~~n d~2 :ules adopted p~rs~a~~ :2 ~h~s 
sec~ion are ir:::e:.Ced :o ;:ro'Jicie i:n.r.-:·..:r:ity :rc~ :eCe:al 

2~ an:~tr~s: law ~~der t~e state acti~~ doc::~~e 
25 
26 

exempt:~:-:.''" 
2. By rern.::t1~e:- i:-:g 

H-6042 

as necessa:y. 
By ~OCEUM of D:.:buque 
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SENATE FILE 2282 
S-5657 

1 Amend Senate File 2282, as passed by the Senate, as 
2 follows: 
3 1. Page 1, by inserting before line 1 the 
4.following: 
5 "Section 1. Section 505.7, subsection 1, Code 
6 Supplement 1993, is amended to read as follows: 
7 1. All fees and charges which are required by law 
8 to be paid by insurance companies, ~ftd associations, 
9 and other regulated entities shall be payable to the 

10 commissioner of the insurance division of the 
11 department of commerce or department of revenue and 
12 finance, as provided by law, whose duty it shall be to 
13 account for and pay over the same to the treasurer of 
14 state at the time and in the manner provided by law 
15 for deposit in the general fund of the state. 
16 Sec. Section 505.7, Code Supplement 1993, is 
17 amended by adding the following new subsection: 
18 NEW SUBSECTION. 8. The commissioner may assess 
19 the costs of an audit or examination to a health 
20 insurance purchasing cooperative, in the same manner 
21 as provided for insurance companies under sections 
22 507.7 through 507.9, and may establish by rule 
23 reasonable filing fees to fund the cost of regulatory 
24 oversight. 
25 Sec. Section 505.8, Code 1993, is amended by 
26 adding the following new subsection: 
27 NEW SUBSECTION. 6. The commissioner shall 
28 supervise all health insurance purchasing cooperatives 
29 providing services or operating within the state and 
30 the organization of domestic cooperatives. The 
31 commissioner may admit nondomestic health insurance 
32 purchasing cooperatives under the same standards as 
33 domestic cooperatives." 
34 2. Page 1, by inserting after line 9 the 
35 following: 
36 ''Sec. NEW SECTION. 505.20 HEALTH ACCOUNTING 
37 STANDARDs-== DUTIES OF COMMISSIONER. 
38 The commissioner, in conjunction with the community 
39 health management information system established in 
40 chapter 144C, if enacted by the Seventy-fifth General 
41 Assembly, shall adopt rules establishing health 
42 accounting standards to be enforced statewide. The 
43 community health management information system board 
44 shall propose accounting standards for cost and 
45 quality to the commissioner for approval. The 
46 commissioner shall enforce the standards in 
47 conjunction with the community health management 
48 information system board. 
49 Sec. 101. NEW SECTION. 505.21 HEALTH CARE ACCESS 
50 - -DUTIES OF COMMISSIONER -- PENALTIES. 
S-5657 -1-
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Page 2 

APRIL 18, 1994 

1 l. The commissioner shall adopt rules establishing 
2 a requirement that an employer provide access to 
3 health care to the employees of the employer. The 
4 rules shall provide that an employer doing business 
5 within this state shall offer each employee, at a 
6 minimum, access to health insurance. The requirement 
7 contained in this section may be satisfied by offering 
8 any of the following: 
9 a. Health care coverage through an insurer or 

10 health maintenance organization authorized to do 
ll business in this state. 
12 b. Access to health benefits through a health 
13 benefits plan qualified under the federal Employee 
14 Retirement Income Security Act of 1974. 
15 2. An employer may financially contribute toward 
16 the employee's health benefit plan. The employer 
17 shall offer payroll deduction of employee 
18 contributions and direct deposit of premium payments 
19 related to a health insurance purchasing cooperative 
20 or other health care coverage. 
21 3. A violation of this section may be reported to 
22 the consumer and legal affairs bureau in the insurance 
23 division. The division may issue, upon a finding that 
24 an employer has failed to offer an employee access to 
25 health insurance, any of the following: 
26 a. A cease and desist order instructing the 
27 employer to cure the failure and desist from future 
28 violations of this section. 
29 b. An order requiring an employer who has 
30 previously been the subject of a cease and desist 
31 order to pay an employee's reasonable health insurance 
32 premiums necessary to prevent or cure a lapse in 
33 health care coverage arising out of the employer's 
34 failure to offer as required. 
35 c. An order upon the employer assessing the 
36 reasonable costs of the division's investigation and 
37 enforcement action. 
38 4. The insurance division shall annually provide a 
39 written report to the general assembly beginning 
40 January 1, 1995, which evaluates the effects of this 
41 section on providing universal cove~age for all 
42 Iowans. If the division determines that the state has 
43 not achieved a level of individuals without health 
44 care coverage of less than three percent of total 
45 population through voluntary means by June 30, 1999, 
46 the division shall make recommendations for the 
47 implementation of and a financing mechanism for a 
48 requirement that all individuals in this state procure 
49 and maintain health care coverage for themselves a~d 
SO their dependents.'''' 
S-5657 -2-
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S-5657 
Page 3 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
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15 
16 
17 
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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 

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 

inserting the following: 
lines 24 and 25 and 

I equals .03 
6. Page 23, 

following: 

"W 
+ W(Rl-.03) + ~ (R2-.09),". 
by inserting after line 17 the 

"Sec. Section 5138.2, subsection 16, Code 
Supplemenr-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 twe"tr­
r~ve 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 5138.4, Code Supplement 1993, 1s 
amended by adding the following new subsection: 

NEW SUBSECTION. lA. Notwithstanding subsection l, 
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 5138.4, subsection 2, unnumbered 
paragraph 2, Code Supplement 1993, is 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 5138.4, 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 5138.13, may by order reduce or 
eliminate the allowed rating bands provided under 
subsection l, paragraphs ''a'', "b'', and "c", or 
otherwise limit or eliminate the use of experience 
rating." 

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

usee. 50 
S-5657 

Section 515A.l3, Code 1993, is amended 
-3-
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S-5657 
Page 4 

1 by adding the following new subsection: 
2 NEW SUBSECTION. 5. PROHIBITED RELEASE. A person 
3 other than the commissioner or the commissioner's 
4 designee shall not release to another person, other 
5 ·than to the servicing insurer of the policy or to the 
6 commissioner or the commissioner's designee, 
7 experience, payroll, loss data, expiration date of a 
8 policy, or classification information without the 
9 prior written approval of the policy holder. A 

10 violation of this section shall be considered an 
11 unfair trade practice pursuant to chapter 5078." 
12 s. Page 28, by inserting after line 24 the 
13 following: 
14 ~subject to the materiality criteria, for purposes 
15 of paragraphs "b" and "c'', a report shall be filed if 
16 the result of the revision affects more than ten 
17 percent of the cession.'' 
18 9. Page 29, by inserting after line 17 the 
19 folLowing: 
20 •sec. Section 101 of this Act, which creates 
21 new section 505.21, relating to health care access, is 
22 effective January 1, 1995." 
23 LO. Title page, line 6, by inserting after the 
24 word "state" the following: •, and providing an 
25 effective date". 
26 Ll. By renumbering, 
27 and ·correcting internal 

relettering, or redesignating 
references as necessary. 

Page l3 
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A BILL FOR 
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SENATE FILE 26£9, 
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1 An Act relating to the regulation of insurance including 

2 provisions concerning the disclosure of confidential 

3 information, the standard valuation of certain insurance 

4 policies and contracts and annuities and endowments, and the 

5 disclosure of certain transactions of insurers domiciled in 

6 this state. 
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1 Section 1. NEW SECTION. 505.17 CONFIDENTIAL INFORMATION. 

2 The disclosure of confidential information, administrative 

3 or judicial orders which contain confidential information, or 

4 information regarding other action of the division which is 

5 not a public record subject to disclosure, to regulatory 
6 officials from this or other states may be permitted by the 

7 commissioner provided that those officials are subject to, or 

8 agree to comply with, standards of confidentiality comparable 

9 to those imposed on the commissioner. 

10 Sec. 2. Section 508.36, subsection 1, Code 1993, is 

11 amended to read as follows: 

12 1. RESERVE VALUATION. The co~~issioner shall annually 

13 value, or cause to be valued, the reserve liabilities 

14 t~erei~at~er-eaiied-re~ervest, referred to in this section as 

15 reserves, for all outstanding life insurance policies and 

16 annuity and pure endowment contracts of every life insurance 

17 company doing business in this state, exeept-t~at-in-t~e-ease 

18 of-an-ai~en-eompeny,-~~e~-vai~at~on-s~aii-be-i±m~ted-to-~ts 

19 Hn~ted-State~-b~~ines~, and may certify the amount of any such 

20 reserves, specifying the mortality table or tables, rate or 

21 rates of interestL and met~oa~-tthe net level premium method 

22 or othert methods used in the calculation of such reserves. 

23 In calculating ~~e~ the reserves, the commissioner may use --- . 
24 group methods and approximate averages for fractions of a year 
25 or otherwise. Por-the-p~rpo~e-of-ma~ing-~~eh-vai~ation-the 

26 eo~.!~~ioner-may-empioy-a-eompetent-aetaary-who-sha%±-be-peid 

27 by-t~e-eompany-for-wh±e~-the-serviee-is-renderedr-bat-a 

28 domest~e-eompany-may-make-~~eh-valaat±on-and-±t-shaii-be 

29 reeeived-by-the-eommi~~ioner-apon-~atisfaetory-proof-of-it~ 

30 eorreetne~~~ In lieu of the valuation of the reserves herein 

31 required in this section of any foreign or alien company, the 

32 commissioner may accept any valuation made, or caused to be 

33 made, by the insurance supervisory official of any state or 
34 other jurisdiction when such valuation complies with the 

35 minimum standard he~ein provided for in this section and if 
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1 the official of such state or jurisdiction accepts as 
2 sufficient and valid for all legal purposes the certificate of 

3 valuation of the commissioner when such certificate states the 
4 valuation to have been made in a specified manner according to 

5 which the aggregate reserves would be at least as large as if 

6 they had been computed in the manner prescribed by the law of 

7 that state or jurisdiction. 
8 Any-s~ch-company-which-at-any-time-sha~~-have-adopted-any 

9 standard-o£-va~~ation-prod~cing-greater-aggregate-reserves 
10 than-those-ca~c~~ated-according-to-the-minim~m-standard-herein 

ll provided-mey 1 -with-the-approva%-of-the-eommissioner,-adopt-any 

12 %ower-standard-of-va~~etion7-b~t-not-~ower-then-the-minim~m 

13 here±n-provided7 

14 Sec. 3. Section 508.36, subsection 2, Code 1993, is 

15 amended by striking the subsection and inserting in lieu 

16 thereof the following: 
17 2. ACTUARIAL OPINION OF RESERVES. This subsection is 

18 effective January 1, 1996. 
19 a. GENERAL. A life insurance company doing business in 
20 this state shall annually submit the written opinion of a 
21 qualified actuary as to whether the reserves and related 

22 actuarial items held in support of the policies and contracts 

23 specified by the commissioner by regulation are computed 

24 appropriately, are based on assumptions which satisfy 

25 contractual provisions, are consistent with prior reported 

26 amounts, and are in compliance with applicable laws of this 

27 state. The commissioner shall define by rule the requirements 
28 and content of this opinion and add any other items deemed to 

29 be necessary. 
30 b. ACTU&~IAL ANALYSIS OF RESERVES AND ASSETS SUPPORTING 

31 SUCH RESERVES. 
32 (l) Unless exempted by rule, a life insurance company 

33 shall also annually include in the opinion required by 

34 paragraph ''a", an opinion of the same qualified actuary as to 

35 whether the reserves and related actuarial items held in 
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1 support of policies and contracts specified by the 

2 commissioner by rule, when considered with respect to the 

3 assets held by the company associated with the reserves and 

4 related actuarial items, including, but not limited to, the 

5 investment earnings on the assets and the considerations 

6 anticipated to be received and retained under the policies and 

7 contracts, are sufficient for the company's obligations under 

8 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 A~ALYSIS. An opinion 

16 required by paragraph ''b" shall be governed 

17 provisions: 

by the following 

18 (1) A memorandum, in form and substance 

19 corr~issioner as specified by rule, shall be 

20 support each actuarial opinion. 

acceptable to 

prepared to 

the 

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

22 memorandum at the request of the commissioner within a period 

23 specified by rule or the commissioner determines that the 

24 supporting memorandum provided by the insurance company fails 

25 to meet the standards prescribed by the regulations or is 

26 otherwise unacceptable to the commissioner, the commissioner 

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 commissioner. 

31 d. REQUIREMENT FOR ALL OPINIONS. An opinion required 

32 under this section is governed by the following provisions: 

33 (1) The opinion shall be submitted with the annual 

34 statement reflecting the valuation of such reserve liabilities 

35 for each year ending on or after December 31, 1995. 
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l (2) The opinion shall apply to all business in force, 

2 including individual and group health insurance plans, in form 

3 and substance acceptable to the commissioner as specified by 

4 rule. 

5 (3) The opinion shall be based on standards adopted from 

6 time to time by the actuarial standards board and on such 

7 additional standards as the commissioner may by rule 

8 prescribe. 

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

10 a foreign or alien company, the commissioner may accept the 

ll opinion filed by that company with the insurance supervisory 

12 official of another state if the commissioner determines that 

13 the opinion reasonably meets the requirements applicable to a 

14 company domiciled in this state. 

15 (5) For the purposes of this section, "qualified actuary'' 

16 means a member in good standing of the American academy of 

17 actuaries who meets the requirements of the commissioner as 

18 specified by rule. 

19 (6) Except in cases of fraud or willful misconduct, a 

20 qualified actuary is not liable for damages to any person, 

21 other than to the insurance company and the commissioner, for 

22 any act, error, omission, decision, or conduct with respect to 

23 the actuary's opinion. 

24 (7) Disciplinary action which may be taken by the 

25 commissioner against the company or the qualified actuary 

26 shall be defined in rules adopted by the commissioner. 

27 (8) Any memorandum in support of the opinion, and any 

28 other material provided by the company to the commissioner in 

29 connection with the opinion, shall be kept confidential by the 

30 commissioner and shall not be made public and shall not be 

31 subject to subpoena, other than for the purpose of defending 

32 an action seeking damages from any person by reason of any 

33 action required by this section or by rules adopted pursuant 

34 to this section. Notwithstanding this subparagraph, the 

35 memorandum or other material may be released by the 

-4-



S.F. ------- H.F. 

1 commissioner if either of the following apply: 

2 (a) The corr~issioner receives the written consent of the 

3 company with which the opinion is associated. 

4 (b) The American academy of actuaries requests that the 

5 memorandum or other material is required for the purpose of 

6 professional disciplinary proceedings and setting forth 

7 procedures satisfactory to the commissioner for preserving the 

8 confidentiality of the memorandum or other material. Once any 

9 portion of the confidential memorandum is cited by the company 
10 in its marketing, is cited before any governmental agency 

11 other than a state insurance department, or is released by the 

12 company to the news media, all portions of the confidential 

13 memorandum are no longer confidential. 

14 3. COMPUTATIONS OF MINIMUM STANDARDS. Except as otherwise 

15 provided in subsections 4, S, and 12, the minimum standard for 

16 the valuation of all such policies and contracts issued prior 

17 to July 1, 1994, shall be that provided by the laws in effect 

18 irr~ediately prior to such date. Except as otherwise provided 

19 in subsections 4, 5, and 12, the minimum standard for the 

20 valuation of all such policies and contracts shall be the 

21 cOrr$.issioner's reserve valuation methods defined in 

22 subsections 6, 7, 10, and 11, five percent interest for group 

23 annuity and pure endowment contracts and three and one-half 

24 percent interest for all other policies and contracts, or in 

25 the case of policies and contracts, other than annuity and 

26 pure endowment contracts, issued on or after July 1, 1974, 

27 four percent interest for such policies issued prior to 

28 January 1, 1980, five and one-half percent interest for single 

29 premium life insurance policies and four and one-half percent 

30 interest for all other such policies issued on and after 

31 January 1, 1980, and the following tables: 

32 a. For all ordinary policies of life insurance issued on 

33 the standard basis, excluding any disability and accidental 

34 death benefits in the policies, the following: 

35 (l) The corr~issioners 1941 standard ordinary mortality 
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1 table for policies issued prior to the operative date of 

2 section 508.37, subsection 5, paragraph "a". 

3 (2) The commissioners 1958 standard ordinary mortality 
4 table for such policies issued on or after the operative date 

5 of section 508.37, subsection 5, paragraph "c", provided that 

6 for any category of policies issued on female risks, all 

7 modified net premiums and present values referred to in this 

8 section may be calculated according to an age not more than 

9 six years younger than the actual age of the insured. 

10 (3) For policies issued on or after the operative date of 

11 section 508.37, subsection 5, paragraph "c", any of the 

12 following: 

13 (a) The commissioners 1980 standard ordinary mortality 
14 table. 

15 (b) At the election of the company for any one or more 

16 specified plans of life insurance, the commissioners 1980 

17 standard ordinary mortality table with ten-year select 

18 mortality factors. 

19 (c) Any ordinary mortality table, adopted after 1980 by 

20 the national association of insurance commissioners, that is 

21 approved by rule adopted by the commissioner for use in 

22 determining the minimum standard of valuation for such 

23 policies. 

24 b. For all industrial life insurance policies issued on 

25 the standard basis, excluding any disability and accidental 

26 death benefits in the policies, the following: 

27 (1) For policies issued prior to the operative date of 

28 section 508.37, subsection 5, paragraph "b", the 1941 standard 

29 industrial mortality table. 

30 (2) For policies issued on or after the operative date of 

31 section 508.37, subsection 5, paragraph "b", the commissioners 

32 1961 standard industrial mortality table, or any industrial 

33 mortality table adopted after 1980 by the national association 

34 of insurance commissioners, that is approved by rule adopted 

35 by the commissioner for use in determining the minimum 
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1 standard of valuation for such policies. 

2 c. For individual annuity and pure endowment contracts, 

3 excluding any disability and accidental death benefits in such 

4 policies the 1937 standard annuity mortality table or, at the 

5 option of the company, the annuity mortality table for 1949, 

6 ultimate, or any modification of either of these tables 

7 approved by the commissioner. 

8 d. For group annuity and pure endowment contracts, 

9 excluding any disability and accidental death benefits in such 

10 policies, the group annuity mortality table for 1951, or a 

ll modification of the table approved by the commissioner, or at 

12 the option of the company, any of the tables or modifications 

13 of tables specified for individual annuity and pure endowment 

14 co~tracts. 

15 e. For total and permanent disability benefits in or 

16 supplementary to ordinary policies or contracts, the 

17 following: 

18 (1) For policies or contracts issued on or after January 

19 1, 1966, the tables of period 2 disablement rates and the 1930 

20 to 1950 termination rates of the 1952 disability study of the 

21 society of actuaries, with due regard to the type of benefit, 

22 or any tables of disablement rates and termination rates 

23 adopted after 1980 by the national association of insurance 

24 commissioners and approved by rule adopted by the commissioner 

25 for use in determining the minimum standard of valuation for 

26 such policies. 

27 (2) For policies or contracts issued on or after January 

28 1, 1961, and prior to January 1, 1966, either of the tables 

29 identified under subparagraph (1), or at the option of the 

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

32 class (3) disability table (1926). 

33 A table used under this paragraph ''e'' shall, for active 

34 lives, be combined with a mortality table permitted for 

35 calculating the reserves for life insurance policies. 

-7-

• 



S.F. H.F. 

1 f. For accidental death benefits in or supplementary to 

2 policies, the following: 

3 (1) For policies issued on or after January 1, 1966, the 

4 1959 accidental death benefits table, or any accidental death 

5 benefits table adopted after 1980 by the national association 

6 of insurance commissioners and approved by rule adopted by the 
7 commissioner for use in determining the minimum standard of 

8 valuation for such policies. 

9 (2) For policies issued on or after January 1, 1961, and 

10 prior to January 1, 1966, either of the tables identified 

11 under subparagraph (1), or at the option of the company, the 

12 inter-company double indemnity mortality table. 

13 (3) For policies issued prior to January 1, 1961, the 

14 inter-company double indemnity mortality table. 

15 A table used under this paragraph ''f'' shall be combined 

16 with a mortality table for calculating the reserves for life 

17 insurance policies. 

18 g. For group life insurance, life insurance issued on the 

19 substandard basis, and other special benefits, tables approved 

20 by the commissioner. 

2l 4. COMPUTATION FOR MINIMUM STANDARDS FOR ANNUITIES. 

22 Except as provided in subsection 5, the minimum standard for 

23 the valuation of all individual annuity and pure endowment 

24 contracts issued on or after the operative date of this 

25 subsection, and for all annuities and pure endowments 

26 purchased on or after the operative date of this subsection 

27 under group annuity and pure endowment contracts, shall be the 

28 commissioner's reserve valuation methods defined in 

29 subsections 6 and 7, and the following tables and interest 

30 rates: 

31 a. For individual annuity and pure endowment contracts 

32 issued prior to January 1, 1980, excluding any disability and 

33 accidental death benefits in such contracts, both of the 

34 following: 

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

2 (2) s:x percent interest for single premium immediate 

3 annuity contracts, and four percent interest for all other 

4 individual annuity and pure endowment contracts. 

5 b. For individual single premium immediate annuity 

6 contracts issued on or after January 1, 1980, excluding any 

7 disability and accidental death benefits in such contracts, 

8 both of the following: 

9 (1) One of the following tables: 

10 (a) The 1971 individual annuity mortality table. 

11 (b) An individual annuity mortality table, adopted after 

12 1980 by the national association of insurance commissioners 

13 and approved by rule adopted by the commissioner for use in 

14 determining the minimum standard of valuation for such 

15 contracts. 

16 (c) A modification of the tables identified in 

17 subparagraph subdivisions (a) and (b) approved by the 

18 corr~issioner. 

19 (2) Seven and one-half percent interest. 

20 c. For individual annuity and pure endowment contracts 

21 issued on or after January 1, 1980, other than single premium 

22 i~~ediate annuity contracts, excluding any disability and 

23 accidental dea:h benefits in such contracts, both of the 

24 following: 

25 (l) One of the following tables: 

26 (a) The 1971 individual annuity mortality table. 

27 (b) An individual annuity mortality table adopted after 

28 1980 by the national association of insurance commissioners 

29 and approved by rule adopted by the commissioner for use in 

30 determining the minimum standard of valuation for such 

31 contracts. 

32 (c) A modification of the tables identified in 

33 subparagraph subdivisions (a) and (b) approved by the 

34 co~~issioner. 
35 (2) Five and one-half percent interest for single premium 

-9-
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1 deferred annuity and pure endowment contracts and four and 

2 one-half percent interest for all other such individual 

3 annuity and pure endowment contracts. 

4 d. For all annuities and pure endowments purchased prior 

5 to January 1, 1980, under group annuity and pure endowment 
6 contracts, excluding any disability and accidental death 

7 benefits purchased under such contracts, both of the 
8 following: 

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

11 (2) Six percent interest. 

12 e. For all annuities and pure endowments purchased on or 

13 after January 1, 1980, under group annuity and pure endowmen: 

14 contracts, excluding any disability and accidental death 

15 benefits purchased under such contracts, both of the 

16 follo1> i ng: 
l7 (1) One of the following tables: 
18 (a) The 1971 group annuity mortality table. 

19 (b) A group annuity mortality table adopted after 1980 by 

20 the national association of insurance commissioners and 

21 approved by rule adopted by the co~~issioner for use in 

22 determining the minimum standard of valuation for such 

23 annuities and pure endowments. 

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

27 (2) Seven 
28 After July 

29 commissioner a 

and one-half percent interest. 
1, 1973, a company may file with the 

written notice of its election to comply 

30 the provisions of this subsection after a specified date 

with 

31 before January l, 1979, which shall be the operative date of 
32 this section for such company, provided, if a company makes no 

33 election, the effective date of this section for a compa~y is 

34 January 1, 1979. 

35 5. COMPUTATION OF MINIMUM STANDARD BY CALENDAR YEAR OF 
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1 ISSUE. 

2 a. APPLICABILITY OF THIS SUBSECTION. The calendar year 

3 statutory valuation interest rates, as defined in this 

4 subsection, shall be used in determining the minimum standard 

5 for the valuation of all of the following: 

6 (1) All life insurance policies issued in a particular 

7 calendar year, on or after the operative date of section 

8 508.37, subsection 5, paragraph "c". 

9 (2) All individual annuity and pure endowment contracts 

10 issued in a particular calendar year on or after January 1, 

11 1995. 

12 (3) All annuities and pure endowments purchased in a 

13 particular calendar year on or after January 1, 1995, under 

14 group annuity and pure endowment contracts. 

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

16 year on or after January 1, 1995, in amounts held under 

17 guaranteed interest contracts. 

18 b. CALENDAR YEAR STATUTORY VALUATION INTEREST RATES. 

19 (l) The calendar year statutory valuation interest rates, 

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

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

22 one percent: 

23 (a) For life insurance, 
24 w 
25 I equals .03 + W(R1- .03) + W (R2- .09), 

26 where Rl is the lesser of R and .09, R2 is the greater of R 

27 and .09, R is the reference interest rate defined in paragraph 

28 "d'' of this subsection, and W is the weighting factor defined 

29 in paragraph ''c" of this subsection. 

30 (b) For single premium immediate annuities and for annuity 

31 benefits involving life contingencies arising from other 

32 annuities with cash settlement options and from guaranteed 

33 interest contracts with cash settlement options, 

34 I equals .03 + W(R- .03), 
35 where Rl is the lesser of R and .09, R2 is the greater of R 
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1 and .09, R is the reference interest rate defined in paragraph 

2 "d" of this subsection, and W is the weighting factor defined 

3 in paragraph "c" of this subsection. 

4 (c) For other annuities with cash settlement options and 

5 guaranteed interest contracts with cash settlement options, 

6 valued on an issue year basis, except as stated in 

7 subparagraph subdivision (b), the formula for life insurance 

8 stated in subparagraph subdivision (a) applies to annuities 

9 and guaranteed interest contracts with guarantee durations in 

10 excess of ten years, and the formula for single premium 
11 immediate annuities stated in subparagraph subdivision (b) 

12 applies to annuities and guaranteed interest contracts with 

13 guarantee durations of ten years or less. 

14 (d) For other annuities with no cash settlement options 

15 and for guaranteed interest contracts with no cash settlement 

16 options, the formula for single premium immediate annuities 

17 stated in subparagraph subdivision (b) applies. 

18 (e) For other annuities with cash settlement options and 

19 guaranteed interest contracts with cash settlement options, 

20 valued on a change in fund basis, the formula for single 

21 pre~ium imrr.ediate annuities stated in subparagraph subdivision 

22 (b) applies. 

23 (2) However, if the calendar year statutory valuation 

24 interest rate for any life insurance policies issued in any 

25 calendar year determined under subparagraph (1), subparagraph 

26 subdivision (a) without reference to this sentence differs 

27 from the corresponding actual rate for similar policies issued 

28 in the immediately preceding calendar year by less than one-

29 half of one percent, the calendar year statutory valuation 

30 interest rate for the life insurance policies is equal to the 

31 corresponding actual rate for the immediately preceding 

32 calendar year. For purposes of applying the immediately 

33 preceding sentence, the calendar year statutory valuation 

34 interest rate for life insurance policies issued in a calendar 

35 year shall be determined for 1980, using the reference 
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1 interest rate defined in 1979, and shall be determined for 

2 each subsequent calendar year regardless of the operative date 

3 of section 508.37, subsection 5, paragraph "c''. 

4 c. WEIGHTING FACTORS. 

5 (1) The weighting factors referred to in paragraph "b" are 

6 given in the following tables: 

7 (a) Weighting Factors for Life Insurance: 
8 

9 

10 

11 

Guarantee Duration (Years) 
10 or less 

More than 10, but not more than 20 

More than 20 

Weighting Factors 

.50 

.45 

.35 

12 For life insurance, the guarantee duration is the maximum 

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

14 basis guaranteed in the policy or under options to convert to 

15 plans of life insurance with premium rates or nonforfeiture 

16 values or both which are guaranteed in the original policy. 

17 (b) The weighting factors for single premium immediate 

18 annu~ties and for annuity benefits involving life 

19 contingencies arising from other annuities with cash 

20 settlement options and guaranteed interest contracts with cash 

21 settlement options is .80. 

22 (c) Weighting factors for other annuities and for 

23 guaranteed interest contracts, except as stated in 

24 subparag:aph subdivision (b), shall be as specified in 

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

26 subparagraph subdivision, according to the rules and 

27 definitions in subparagraph subdivision parts (iv), (v), and 
28 (vi) of this subparagraph subdivision: 

29 (i) For annuities and guaranteed interest contracts valued 

30 on an issue year basis: 

31 

32 

33 Guarantee Duration (Years) 

34 5 or less 

35 More than 5, but not more than 10 

-:3-

Weighting 

for Plan 

A B 
.so .60 

.75 .60 

Factor 

Type 
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1 More than 10, but not more than 20 .65 .50 .45 
2 More than 20 .45 .35 .35 
3 (ii) For annuities and guaranteed interest contracts 
4 valued on a change in fund basis, the factors shown in 
5 subparagraph subdivision part (i) of this subparagraph 
6 subdivision increased by: 

7 Plan Type 

8 A B C 

9 .15 .25 .05 

10 (iii) For annuities and guaranteed interest contracts 
11 valued on an issue-year basis, other than those with no cash 
12 settlement options, which do not guarantee interest on 

13 considerations received more than one year after issue or 

14 purchase and for annuities and guaranteed interest contracts 

15 valued on a change in fund basis which do not guarantee 

16 interest rates on considerations received more than twelve 

17 montts beyond the valuation date, the factors shown in 

18 subparagraph subdivision part (i) of this subparagraph 

19 subdivision or derived in subparagraph subdivision part (ii) 
20 of this subparagraph subdivision increased by: 

21 Plan Type 
22 A B C 

23 .OS .05 .05 

24 (iv) For other annuities with cash settlement options and 
25 guaranteed interest contracts with cash settlement options, 

26 the guarantee duration is the number of years for which the 

27 contract guarantees interest rates in excess of the calendar 
28 year statutory valuation interest rate for life insurance 

29 policies with guarantee duration in excess of twenty years. 
30 For other annuities with no cash settlement options and for 
31 guaranteed interest contracts with no cash settlement options, 

32 the guarantee duration is the number of years from the date of 
33 issue or date of purchase to the date annuity benefits are 
34 scheduled to commence. 

35 (v) "Plan type", as used in subparagraph subdivision parts 
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1 (i), (ii), and (iii) of this subparagraph subdivision, is 

2 defined as follows: 

3 "Plan Type A": At any time, the policyholder may withdraw 

4 funds only with an adjustment to reflect changes in interest 

5 rates or asset values since receipt of the funds by the 

6 insurance company, or may withdraw funds without that 

7 adjustment but in installments over five years or more, or may 

8 withdraw funds as in immediate life annuity; or no withdrawal 

9 is permitted. 
10 "Plan Type B'': Before expiration of the interest rate 

11 guarantee, the policyholder may withdraw funds only with an 

12 adjustment to reflect changes in interest rates or asset 

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

14 may withdraw funds without that adjustment but in installments 

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

16 the end of interest rate guarantee, funds may be withdrawn 

17 without adjustment in a single sum or installments over less 

18 than five years. 

19 "Plan Type C'': The policyholder may withdraw funds before 

20 expiration of interest rate guarantee in a single sum or 

21 installments over less than five years either without 

22 adjustment to reflect changes in interest rates or asset 

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

24 subject only to a fixed surrender charge stipulated in the 

25 contract as a percentage of the fund. 

26 (vi) A company may elect to value guaranteed interest 

27 contracts with cash settlement options and annuities with cash 

28 settlement options on either an issue-year basis or on a 
29 change-in-fund basis. Guaranteed interest contracts with no 

30 cash settlement options and other annuities with no cash 

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

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

33 to a valuation basis under which the interest rate used to 

34 determine the minimum valuation standard for the entire 

35 duration of the annuity or guaranteed interest contract is the 
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1 calendar year valuation interest rate for the year of issue or 

2 year of purchase of the annuity or guaranteed interest 
3 contract, and the change-in-fund basis of valuation refers to 
4 a valuation basis under which the interest rate used to 
5 determine the minimum valuation standard applicable to each 
6 change in the fund held under the annuity or guaranteed 

7 interest contract is the calendar 
8 for the year of the change in the 

year valuation interest 

fund. 

rate 

9 d. REFERENCE INTEREST RATE. 

10 referred to in paragraph "b" is 

all life insurance, 

The reference interest rate 

defined as follows: 
ll ( l) For the lesser of the average over 
12 a period of thirty-six months and the average over a period of 
13 twelve months, ending on June 30 of the calendar year next 

14 preceding the year of issue, of the monthly average of the 
15 composite yield on seasoned corporate bonds, as published by 

16 moody's investors service, inc. 

17 (2) For single premium immediate annuities and for annuity 

18 benefits involving life contingencies arising from other 

19 annuities with cash settlement options and guaranteed interest 

20 contracts with cash settlement options, the average over a 

21 period of twelve months, ending on June 30 of the calendar 

22 year of issue or year of purchase, of the monthly average of 
23 the composite yield on seasoned corporate bonds, as published 
24 by moody's investors service, inc. 

25 (3) For other annuities with cash settlement options and 

26 guaranteed interest contracts with cash settlement options, 

27 valued on an issue-year basis, except as stated in 
28 subparagraph (2), with guarantee duration in excess of ten 

29 years, the lesser of the average over a period of thirty-six 

30 months and the average over a period of twelve months, ending 

31 on June 30 of the calendar year of issue or purchase, of the 
32 monthly average of the composite yield on seasoned corporate 
33 bonds, as published by moody's investors service, inc. 

34 (4) For other annuities with cash settlement options and 

35 guaranteed interest contracts with cash settlement options, 
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1 valued on an issue-year basis, except as stated in 
2 subparagraph (2), with guarantee duration of ten years or 

3 less, the average over a period of twelve months, ending on 

4 June 30 of the calendar year of issue or purchase, of the 

5 monthly average of the composite yield on seasoned corporate 

6 bonds, as published by moody's investors service, inc. 

7 (5) For other annuities with no cash settlement options 

8 and for guaranteed interest contracts with no cash settlement 

9 options, the average over a period of twelve months, ending on 

10 June 30 of the calendar year of issue or purchase, of the 

11 monthly average of the composite yield on seasoned corporate 

12 bonds, as published by moody's investors service, inc. 

13 (6) For other annuities with cash settlement options and 

14 guaranteed interest contracts with cash settlement options, 

15 valued on a change-in-fund basis, except as stated in 

16 subparagraph (2), the average over a period of twelve months, 

17 ending on June 30 of the calendar year of the change in the 

18 fund, of the monthly average of the composite yield on 

19 seasoned corporate bonds, as published by moody's investors 

20 service, inc. 

21 e. ALTERNATIVE METHOD FOR DETERMINING REFERENCE INTEREST 

22 RATES. In the event that the monthly average of the composite 

23 yield on seasoned corporate bonds is no longer published by 

24 moody's investors service, inc., or in the event that the 

25 national association of insurance commissioners determines 

26 that the monthly average of the composite yield on seasoned 

27 corporate bonds as published by moody's investors service, 

28 inc. is no longer appropriate for the determination of the 

29 reference interest rate, an alternative method for 

30 determination of the reference interest rate, which is adopted 

31 by the national association of insurance commissioners and 

32 approved by rule adopted by the commissioner, may be 

33 substituted. 

34 6. RESERVE VALUATION METHOD -- LIFE INSURANCE AND 

35 ENDOWMENT BENEFITS. 
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1 a. Except as otherwise provided in subsections 7, 10, and 
2 12, reserves calculated according to the commissioner's 
3 reserve valuation method, for the life insurance and endowment 
4 benefits of policies providing for a uniform amount of 
5 insurance and requiring the payment of uniform premiums, shall 
6 be the excess, if any, of the present value, at the date of 
7 valuation, of future guaranteed benefits provided for by such 
8 policies, over the present value, at the date of valuation, of 
9 any future modified net premiums for such policies. The 

10 modified net premiums for such policy is the uniform 
11 percentage of the respective contract premiums for the 
12 benefits such that the present value, at the date of issue of 

13 the policy, of all modified net premiums shall be equal to the 
14 sum of the present value, at the date of valuation, of such 
15 benefits provided for by the policy and the excess of the 
16 amount determined in subparagraph (1) over the amount 
17 determined in subparagraph (2), as follows: 
18 (1) A net level annual premium equal to the present value 
19 at the date of issue, of the benefits provided for after the 
20 first policy year, divided by the present value at the date of 
21 issue, of an annuity of one per annum payable on the first, 

22 and each subsequent, anniversa:y of the policy on which a 

23 premium falls due. However, the net level annual premium 
24 shall not exceed the net level annual premium on the nineteen-
25 year premium whole life plan for insurance of the same amount 
26 at an age one year more than the age of the insured at issue 
27 of the policy. 
28 (2) 

29 for in 
A net one-year term premium for the benefits provided 

the first policy year. 
30 b. However, for a life insurance policy issued on or after 
31 January 1, 1998, for which the contract premium in the first 
32 policy year exceeds that of the second year and for which no 
33 comparable additional benefit is provided in the first year 
34 for such additional premium and which provides an endowment 
35 benefit or a cash surrender value or a combination of such 
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1 benefit or value in an amount greater than the additional 

2 premium, the reserve according to the commissioner's reserve 

3 valuation method as of any policy anniversary occurring on or 

4 before the assumed ending date defined as the first policy 

5 anniversary on which the sum of any endowment benefit and any 

6 cash surrender value then available is greater than such 

7 additional premium shall be, except as otherwise provided in 

8 subsection 10, the greater of the reserve as of such policy 

9 anniversary calculated as described in paragraph "a" and the 

10 reserve as of such policy anniversary calculated as described 

11 in paragraph "a'', but with the following modifications: 

12 (i) The value defined in paragraph "a" being reduced by 

13 fifteen percent of the amount of such excess first year 

14 prer.1ium. 

15 (ii) All present values of benefits and premiums 

16 determined without reference to premiums or benefits 

17 for by the policy after the assumed ending date. 

being 

provided 

18 (iii) The policy being assumed to mature on such date as 

19 an endowment. 

20 (iv) The cash surrender value provided on such date being 

21 considered as an endowment benefit. 

22 :n making the above comparison the mortality and interest 

23 bases stated in subsections 4 and 5 shall be used. 
24 c. Reserves according to the commissioner's reserve 

25 valuation method shall be calculated pursuant to a method 

26 consistent with this subsection for all of the following: 

27 (1) Life insurance policies providing for a varying amount 

28 of insurance or requiring the payment of varying premiums. 

29 (2) Group annuity and pure endowment contracts purchased 

30 under a retirement plan or plan of deferred compensation 

31 established or maintained by an employer, including a 

32 partnership or sole proprietorship, or by an employee 

33 o:ganization, or by both, other than a plan providing 

34 individual retirement accounts or individual retirement 

35 annuities under section 408 of the Internal Revenue Code. 
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1 (3) Disability and accidental death benefits in all 

2 policies and contracts. 

3 (4) All other benefits, except life insurance and 
4 endowment benefits in life insurance policies and benefits 
5 provided by all other annuity and pure endowment contracts. 
6 7. RESERVE VALUATION METHOD-- ANNUITY AND PURE ENDOWMENT 
7 BENEFITS. This subsection applies to all annuity and pure 
8 endowment contracts other than group annuity and pure 

9 endowment contracts purchased under a retirement plan or plan 

10 of deferred compensation established or maintained by an 

11 employer, including a partnership or sole proprietorship, or 
12 by an employee organization, or by both, other than a plan 

13 providing individual retirement accounts or individual 

14 retirement annuities under section 408 of the Internal Revenue 
15 Code. 
16 Reserves according to the commissioner's annuity reserve 

17 method for benefits under annuity or pure endowment contracts, 

18 excluding any disability and accidental death benefits in such 

19 contracts, shall be the greatest of the respective excesses of 

20 the present values, at the date of valuation, of the future 

21 guaranteed benefits, including guaranteed nonforfeiture 

22 benefits, provided for by such contracts at the end of each 

23 respective contract year, over the present value, at the date 
24 of valuation, of any future valuation considerations derived 

25 f"om future gross considerations, required by the terms of 
26 such contract, that become payable prior to the end of such 
27 respective contract year. The future guaranteed benefits 
28 shall be determined by using the mortality table, if any, and 

29 the interest rate or rates, specified in such contracts for 
30 determining guaranteed benefits. The valuation considerations 

31 are the portions of the respective gross considerations 
32 applied under the terms of such contracts to determine 

33 nonfo"feiture values. 
34 8. MINIMUM RESERVES. 
35 a. A company's aggregate reserves for all life insurance 
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1 to render the opinion required by subsection 2 shall not be 

2 deemed to be the adoption of a higher standard of valuation. 
3 10. RESERVE CALCULATION VALUATION NET PREMIUM EXCEEDING 

4 THE GROSS PREMIUM CHARGE. 
5 a. If in any contract year the gross premium charged by a 

6 life insurance company on a policy or contract is less than 

7 the valuation net premium for the policy or contract, as 

8 calculated by the method used in calculating the reserve for 

9 such policy or contract but using the minimum valuation 

10 standards of mortality and rate of interest, the minimum 
11 reserve required for such policy or contract is the greater of 
12 either the reserve calculated according to the mortality 
13 table, rate of interest, and method actually used for such 

14 policy or contract, or the reserve calculated by the method 

~5 actually used for such policy or contract but using the 

16 minimum valuation standards of mortality and rate of interest 

17 and replacing the valuation net premium by the actual gross 
18 premium in each contract year for which the valuation net 
19 premium exceeds the actual gross premium. The minimum 

20 valuation standards of mortality and rate of interest referred 
21 to in this section are those standards established in 
22 subsections 4 and 5. 

23 b. However, for any life insurance policy issued on or 

24 after January 1, 1998, for which the gross premium in the 

25 first policy year exceeds that of the second year and for 
26 which no comparable additional benefit is provided in the 
27 first year for such excess and which provides an endowment 
28 benefit or a cash surrender value, or a combination of such 
29 benefit and value, in an amount greater than the excess 

30 premium, the provisions of paragraph "a" apply as if the 

31 method actually used in calculating the reserve for such 

32 policy is the method established in subsection 6, excluding 

33 paragraph "b" of that subsection. The minimum reserve of the 

34 policy at each policy anniversary shall be the greater of the 
35 minimum reserve calculated pursuant to subsection 6 and the 
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1 minimum reserve calculated in accordance with this subsection. 

2 11. RESERVE CALCULATION -- INDETERMINATE PREMIUM PLANS. 

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

4 future premium determination, the amounts of such premium 

5 which are to be determined by the insurance company based on 
6 estimates of future experience, or in the case of any plan of 

7 life insurance or annuity, the minimum reserves of which 

8 cannot be determined by the methods established in subsections 

9 6, 7, and 10, the reserves which are held under the plan must 

10 be appropriate in relation to the benefits and the pattern of 

11 premiums for that plan, and shall be computed by a method 

12 which is consistent with this section, as determined by rules 

13 adopted by the corr~issioner. 

14 12. MINIMUM STANDARDS FOR HEALTH (DISABILITY, ACCIDENT, 

15 AND SICKNESS) PLANS. The commissioner shall adopt rules 

16 containing the minimum standards applicable to the valuation 

17 of health, disability, and sickness and accident plans. 

18 Sec. 4. Section 521C.2, subsection 8, paragraph c, Code 

19 1993, is amended to read as follows: 

20 c. An underwriting manager who, pursuant to contract, 

21 manages all or part of the reinsurance operations of the 

22 reinsurer, who is under common control with the reinsurer, 

23 subject to chapter 521A relating to the regulation of 

24 insurance holding company systems, and who is not compensated 

25 based upon the volume of premiums written. 

26 Sec. 5. Section 521C.l1, Code 1993, is amended to read as 

27 follows: 

28 521C.ll PENA~TIES AND LIABILITIES. 

29 1. A reinsurance intermediary,-insa~e~,-o~-~einsa~er or 

30 other person found by the commissioner, after a hearing 

31 conducted in accordance with chapter l7A, to be-in-~io%a~ion 

32 of have not materially complied with a provision of this 

33 chapter is subject to one or more of the following: 

34 a. For each separate violation, a civil penalty in an 

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

2 reinsurance intermediary. 

3 e.--!f-a-•ioiatio"-wa~-eommitted-by-the-rein~ttra"ee 

4 i"termediary,-a-eivii-aetion-brottght-by-the-eommi~~ioner 
5 ~eeking-re~tittttion-by-the-rei"~ttranee-i"termediary-to-the 

6 i"~ttrer;-rei"~ttrer 7-rehabiiitator;-or-iiqttidator-of-the 

7 i"~ttrer-or-rein~ttrer-for-the-net-:o~~e~-inettrred-by-the 

8 i"~ttrer-or-rein~ttrer-attribntabie-to-the-•ioiatio"• 

9 If the co~~issioner finds that such noncompliance has 
10 resulted in a loss or damage to the insurer or reinsurer, the 

ll commissioner may bring a civil action on behalf of the insurer 

12 or reinsurer, and the policyholders and creditors of the 

13 insurer or reinsurer, seeking the recovery of compensatory 

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

15 policyholders and creditors of the insurer or reinsurer, or 

16 seeking other relief as appropriate. 

17 If an order of rehabilitation or liquidation has been 

18 entered pursuant to chapter 507C, and the receiver appointed 

19 under the order determines that the reinsurance intermediary 

20 or any other person has not materially complied with a 
21 provision of this chapter and such noncompliance has resulted 

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

23 ma:r:: brinq a civil action on behalf of the insurer or reinsurer 

24 seeking the recovery of damages for the benefit of the insurer 

25 or reinsurer, or seeking other appropriate sanction or relief. 

26 2. A decision, determination, or order of the commissioner 

27 made or entered pursuant to subsection 1 is subject to 
28 judicial review pursuant to chapter l7A. 

29 3. This section does not affect the right of the 

30 commissioner to impose any other penalties provided in this 

31 subtitle. 

32 4. This chapter shall not in any manner limit or restrict 

33 the rights of policyholders, claimants, creditors, or other 

34 third parties, or confer any rights to such persons. 

35 Sec. 6. NEW SECTION. 5210.1 TITLE. 
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1 This chapter shall be known and may be cited as the 

2 "Disclosure of Material Transactions Act". 

3 Sec. 7. NEW SECTION. 5210.2 REPORT. 

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

5 with the commissioner disclosing material acquisitions 

6 dispositions of assets, or material nonrenewals, 

report 

and 

7 cancellations, or revisions of ceded reinsurance agreements 

8 unless such acquisitions and dispositions of assets, or 
9 material nonrenewals, cancellations, or revisions of ceded 

10 reinsurance agreements have been submitted to the commissioner 

11 for review, approval, or information purposes pursuant to 

12 other provisions of this subtitle or pursuant to other 

13 requirements. The report shall be filed not later than 

14 fifteen days after the end of the calendar year in which the 

15 material acquisition or disposition of assets, or material 

16 nonrenewal, cancellation, or revision of ceded reinsurance 

17 agreements occurs. 
18 2. The insurer shall also file a copy of the report 

19 required to be filed with the commissioner pursuant to 

20 subsection 1, including any exhibits or other attachments 

21 filed as part of the report, with the national association of 

22 insurance commissioners. 

23 3. All reports obtained by or disclosed to the 

24 commissioner and the national association of insurance· 

25 coMmissioners pursuant to this chapter are confidential and 

26 shall not be subject to subpoena and shall not be made public 
27 by the commissioner, the national association of insurance 

28 commissioners, or any other person without the prior written 

29 consent of the insurer to which it pertains, unless the 

30 commissioner, after giving such insurer notice and providing 

31 an opportunity to be heard, determines that the interest of 

32 policyholders, shareholders, or the public will be served by 

33 the publication or disclosure of the report, in which event 

34 the commissioner may publish or disclose all or any part of 

35 the report as deemed appropriate. 
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1 Notwithstanding this subsection, the commissioner or the 

2 national association of insurance commissioners may provide 

3 the report to the insurance regulatory agencies of other 

4 states. 

5 Sec. 8. NEW SECTION. 521D.3 REPORT OF ACQUISITION AND 

6 DISPOSITION OF ASSETS INFORMATION REQUIRED -- SCOPE. 

7 1. An acquisition or disposition of assets need not be 

8 reported pursuant to section 521D.2 if the acquisition or 

9 disposition is not material. For purposes of this chapter, a 

10 material acquisition, or the aggregate of any series of 

11 related acquisitions, or a disposition, or the aggregate of 

12 any series of related dispositions, during any thirty-day 

13 period, is one that is nonrecurring, is not in the ordinary 

14 course of business, and involves more than five percent of the 

15 reporting insurer's total admitted assets as reported in its 

16 most recent statutory statement filed with the insurance 

17 division of the insurer's state of domicile. 

18 2. For purposes of this chapter, an asset acquisition 

19 includes every purchase, lease, exchange, merger, 

20 consolidation, succession, or other acquisition, other than 

21 the construction or development of real property by or for the 

22 reporting insurer or the acquisition of materials for such 

23 purpose. For purposes of this chapter, an asset disposition 

24 includes every sale, lease, exchange, merger, consolidation, 

25 mortgage, hypothecation, assignment, whether for the benefit 

26 of creditors of otherwise, abandonment, destruction, or other 

27 disposition. 

28 3. 

29 assets 

30 a. 

31 b. 

32 c. 

A report of a material acquisition or disposition of 

shall include all of the following: 

Date of the transaction. 

Manner of the acquisition or disposition. 

Description of the assets involved. 

Nature and amount of the consideration given or 

34 received. 

33 d. 

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

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

4 transaction. 

5 h. Name or names of the person or persons from whom the 

6 assets were acquired or to whom they were disposed. 

7 4. An insurer is required to report material acquisitions 

8 and dispositions on a nonconsolidated basis unless the insurer 

9 is part of a consolidated group of insurers which utilizes a 
10 pooling arrangement or one hundred percent reinsurance 

11 agreement that affects the solvency and integrity of the 

12 insurer's reserves, and such insurer ceded substantially all 

13 of its direct and assumed business to the pool. An insurer is 

14 deemed to have ceded substantially all of its direct and 

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

16 million dollars total direct plus assumed written premiums 

17 during a calendar year that are not subject to a pooling 

18 arrangement, and the net income of the business not subject to 

19 the pooling arrangement represents less than five percent of 

20 the insurer's capital and surplus. 

21 Sec. 9. NEW SECTION. 521D.4 REPORT OF NONRENEWAL, 

22 CANCELLATION, REVISION OF CEDED REINSDRANCE AGREEMENTS --

23 INFORMATION REQUIRED -- SCOPE. 

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

25 reinsurance ag~eement need not be reported pursuant to section 

26 5210.2 if the nonrenewal, cancellation, or revision is not 

27 material. For purposes of this chapter, a material 

28 nonrenewal, cancellation, or revision of a ceded reinsurance 

29 agreement is one that does the following: 
30 a. For property and casualty business including accident 

31 and health business when written as such, affects more than 

32 fifty percent of an insurer's ceded written premium on an 

33 annualized basis as indicated in the insurer's most recently 

34 filed statutory statement. 

35 b. For life, annuity, and accident and health business, 
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1 affects more than fifty percent of the total reserve credit 

2 taken for business ceded on an annualized basis as indicated 

3 in the insurer's most recently filed statutory statement. 

4 2. Notwithstanding subsection 1, a filing is not required 

5 if the insurer's ceded written premium represents, on an 

6 annualized basis, less than ten percent of direct plus assumed 

7 written premium, or the total reserve credit taken for 

8 business ceded represents, on an annualized basis, less than 

9 ten percent of the statutory reserve requirement prior to any 

10 cession. 

11 3. A report required to be filed pursuant to this chapter 

12 is to be filed regardless of who has initiated the nonrenewal, 

13 cancellation, or revision of the ceded reinsurance agreement 

14 whenever one or more of the following conditions exist: 

15 a. The entire cession has been canceled, nonrenewed, or 

16 revised and ceded indemnity and loss adjustment expense 

17 reserves, after any nonrenewal, cancellation, or revision, 

18 rep:esent less than fifty percent of the comparable reserves 

19 that would have been ceded had the nonrenewal, cancellation, 

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 requirements previously established for 
24 unauthorized reinsurers have been reduced. 

25 4. A report of a material nonrenewal, cancellation, or 

26 revision of a ceded reinsurance agreement required to be filed 

27 shall include all of the following: 

28 a. The effective date of the nonrenewa1, cancellation, or 

29 revision. 

30 b. The description of the transaction including the 

31 identification of the initiator of the transaction. 

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

33 d. The identity of the replacement reinsurers, if 

34 applicable. 

35 5. Insurers are required to report all material 
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l nonrenewals, cancellations, or revisions of ceded reinsurance 

2 agreements on a nonconsolidated basis unless the insurer is 

3 part of a consolidated group of insurers which utilizes an 

4 intercompany pooling agreement or arrangement or a one hundred 

5 percent reinsurance agreement under which the ceding company 

6 has ceded substantially one hundred percent of its direct and 

7 assumed business to a pool. An insurer is deemed to have 

8 ceded substantially one hundred percent of its direct and 

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

10 million dollars of total direct plus assumed written premiums 

ll during a calendar year that are not subject to the pooling 

12 agreement or a~rangement and the net income of the business 

13 not subject to the pooling agreement or arrangement represents 

14 less than five percent of the insurer's capital and surplus. 

15 If a group of insurers reports on a consolidated basis, the 

16 report shall identify the individual insurers that are members 

17 of the group. 

18 EXPLANATION 

19 This bill relates to insurance regulation and includes 

20 provisions relating to the release of confidential 

21 information, the standard valuation of certain insurance 

22 policies and contracts and annuities and endowments, and the 

23 disclosure of certain transactions of insurers domiciled in 

24 this state. 

25 New section 505.17 is created which provides that 

26 disclosure of confidential information, administrative or 

27 judicial orders which are closed, or other action of the 

28 division which is not an open record, to other state 

29 regulatory officials may be permitted by the commissioner if 
30 those officials are subject to, or agree to comply with, 

31 standards of confidentiality comparable to those imposed on 

32 the commissioner. 

33 Sections 2 and 3 amend the standard valuation provisions 

34 related to life insurance policies and contracts, and annuity 

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

10 Sections 6 through 9 create a new chapter 5210 which 

11 requires the disclosure of certain material transactions. 
12 Section 5210.1 establishes the title of the chapter. 
13 Section 5210.2 requires an insurer domiciled in this state 
14 to file a report with the commissioner and the national 
15 association of insurance co~~issioners disclosing material 
16 acquisitions and dispositions of assets, or material 
17 nonrenewals, cancellations, or revisions of ceded reinsurance 
18 agreements unless such acquisitions and dispositions of 
19 assets, or material nonrenewals, cancellations, or revisions 

20 of ceded reinsurance agreements have been submitted to the 
21 commissioner for review, approval, or information purposes 

22 pursuant to other provisions. 
23 Section 5210.3 provides that a report of acquisition and 
24 disposition of assets need not be filed if the acquisition or 
25 disposition is not material. The section also sets forth the 
26 information which must be included in such report. 
27 Section 521D.4 provides that a report of a nonrenewal, 
28 cancellation, or revision of a ceded reinsurance agreement 
29 need not be filed if the nonrenewal, cancellation, or revision 
30 of the ceded reinsurance agreement is not material. The 
31 section also sets forth the information which must be included 
32 in such report. 
33 BACKGROUND STATEMENT 
34 S'JBMITTED BY THE AGENCY 
35 All provisions within this bill are requirements for the 
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l maintenance of the Iowa insurance division's accreditation 

2 with the national association of insurance commissioners. 

3 Section 1 provides for the authority of the division to 
4 share with other states' insurance regulatory agencies con­
S fidential information concerning insurance companies. Such 
6 information might include data received during the course of 
7 an administrative 

8 examination. The 
investigation or during a financial 

intent is to insure that state regulators 
9 are kept adequately advised of issues or problems which may 

10 affect the insurers they regulate. 

11 Sections 2 and 3 revise the standard valuation law. 

12 section of the law specifies the method of calculation 
This 

used by 
13 life insurance companies in annually computing the amount of 

14 reserves (amount representing actual and potential liabilities 
15 to be incurred during the year) which must be maintained. 

16 Sections 4 and 5 contain amendments to the Reinsurance 

17 Intermediaries Act. The Act regulates persons who act as 

18 third parties in negotiating reinsurance agreements between a 
19 ceding insurer and a reinsurer. The amendments proposed 
20 pertain to the definition of a "reinsurance intermediary-
21 manager", and to the penalties assessed against violators of 
22 the Act. 

23 Sections 6 through 9 establish a new chapter entitled 
24 "Disclosure of Material Transactions Act". The Act clarifies 

25 and expands upon the reporting requirements the division 
26 imposes on insurers with regard to transactions between 

27 subsidiaries. Such transactions include acquisition and 

28 disposition of assets, and nonrenewal, cancellation, or 

29 revision of reinsurance agreements. 
30 

31 

32 

33 

34 

35 
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SENATE FILE 2282 

AN AC'I' 

RELATING TO THE REGULATION 01:' INSURANCE INCI.UOING PROVISIONS 

CONCERNING THE DISCLOSURE OF CONFIDENTlAt. INFORMATION, Tit£ 

STANDARO VALUATION OF CERTAIN INSURANCE POLICIES AND CON­

TRACTS AND ANNUITIES AND ENDOWMENTS, AND THE DISCLOSURE OP 
CERTAIN TRANSACTIONS OF INSURERS OO~ICILEO IN THIS STATE, 
AND PROVIDING AN EI-'PEC'l'IVE DATE, 

BE IT ENACTED BV 'I'HE GENERAL ASSEMBL¥ OF THE STATE OF IOWA: 

Section 1. Section 50S,7, subsection 1, Code Supplement 
1993, ls amended to read as follows: 

1. All fees and charQes which are required by la..,. t.o be 

paid by insurance companies!. aftd associations~!'Jd ott_l~~­

requlclted e_'!_~iti.e~ !Jhall be payable to the commissioner of the 

insurance division of the departmPnt of coMercP or departrMnt 
of revenue and finance, as provided by law, whos~ duty it 

shdll be to account for and pay over the sam.P. to the treasurPr 

• 
Senate File 2282, p. 2 

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

Sec. 2. Section 505.7, Code Supplement 199J, is amended by 
adding the following new subsection: 

NEW SUBSECTION. 6. The CO:Tilllissioner may assP~s th~ costs 
of an audit Or examination to a health insurance purchasing 
cooperative, in thP. same mannP.r as provided for insurancP. 
companies under sections 507.7 throuqh 507,9, and may 

establish by rule reasonable filinq fees to fund the cost of 
regulatory oversight. 

Sec. J. Section 505.8, Code 199.1, l!l a~t~ended by adding thP. 
followinq new subsection: 

~U~SECTION. 6. The commissioner shall supervise all 
health insurance purchasing cooperatives providing s~rvic~s or 
operating within the state and the orqanization of domest.ic 

cooperativ~s. The commis~ioner may admit nondomestic health 
inflltrance purchasing cooperatives under thP. samP standard~ as 
domestic cooperatives. 

Sec. 4. !JEW S!~TIO~. 505.17 CONFIDF.NTIAI. INPOPAA'I'lON. 
The disclosure of confid~ntial information, administrative 

or judicial ord~rs which contain confidP.ntiAl information, ~r 

information re9ard1n9 other action of the division ... ·hich is 
not a public record subject to disclosure. to regulatory 

officials from this or other ~tates may be permitted by th~ 

COIMlissionP.r provided that those officials are subject to, or 
aqree to comply with, standards of confid~nt.ialit.y comparable 
to those imposed on the co:nmission~?r. 

Sec. 5. NE"r'' S£~'!10~. 505.20 H£AL7ff ACCOUNTING S't"AtlDAROS 
DUTI£S OF CO~ISSIONER. 

The col'tllhissioner, in conjunction with the community hecllth 
man~qement information system established in chapter l44C, if 

enacted by the Seventy-fifth General Assembly, shall adopt 
rules establishinq health accounting standards to b~ enforced 

statewide. The community health man.tgement information sy~H~rn 

board shall propose accounting standard~ for cost and quality 
to t.he commissioner t:o1· appcovdl. The COII1lTiissiontoc shall 

Ill 
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enforc~ the standards ln conjunction witl'l the comttlunity health 

~anaq~ment information system board. 
Sec. 6. NEW_.~ECTIO~. 505.21 HEALTH CARE ACCtSS -- OU'l"lES 

OF COMMISSIONER -- PENALTIES. 

l. 'l'he commissioner shall adopt rules establishing a 

r~quirP.ment that an employer provide access to health care to 

the employees of the employer. The rules shall provide that 

an employer doing buainess within this st.ate shall oUer each 

employee, at a ~ini~um. access to hPalth insurance. ThP 

requirement contained in this section tn.aj' be 8c\ti.afied by 

off~ring any of the follo~inq: 
a. Health care coveraqe through an insurer or health 

maintenancP. organization authorized to do business in this 

!It ate. 
b. AccPss to health benefits throuqh a health bP.nefits 

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 payrr~nts related to a health insurance purchasinq 

cooperative or other health care coverage. 
l. A violation of this section may be reported to the 

consu~er and leqal affairs bureau in the insurance division. 

The division may i,sue, upon a findinq thAt an ~mployer ha~ 

failed to offer an employee access to health insurance, any of 

the following: 
a. A cease and desist order inslructinq the employer to 

cure the failure and desist from futur~ viol~t~ons nf this 

section. 
b. An order r~quirinq an employP.r \.tho has previously been 

the subject. of a c~ase and desist ord~r to pay an e;nployee's 

reasonable health insurance pre~iuns nece~sary to pr~vent or 

cuce a lapse in healt.tl care coveraqe drisinq out. of t.tl!."' 

employe-r's failure t.o offer ~'s req\lired. 
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c. An order upon the employer aases~inq the rPasonable 

costa of the division's investiqation and enforc~ment action. 

4. The insurancP division shall annually provide a wrHt~n 

report to the qeneral assembly beqinning January 1, l99S, 

~hich evaluates the pffects of this section on providing 

univ~rsal coVerage for all Iowans. If th~ division determines 

that the statP. has not achieved a level of lndividuah without. 

h~alth care coverage of less than three percent of total 

population through voluntary ~eans by June JO, 1999, t.hP 

division shall make recommendations for the implementation of 

and a financing mechanism for a require~~nt that all 

individuals in this state procure and maintain health care 

coverage for tl'lemselves and their dependents. 

Sec. 7. Section S08.36, subsection 1, Code 1993, is 

amended to read as follow~: 
l. RE~E.~VE VALUAt:I9N. The co:nmlssioner shall annually 

value, or cause to be valued, the reserve liabilities 

theret"efter-eeile0-r~servest 1 _re[e~!ed to ~n t~~-~ectlon~ 
!.!.!!'rves, for all outstanding life in~urance policies and 

annuity and pure endowment contracts of every life insurance 

company doing buainess in this state, ~xeept-thet-~"-t~e-ee~~ 

of-an-alten-eo~panyT-saeh-veiaatten-!lhall-be-lt~tted-to-~ts 

Unh:e41-91!ates-easi-ness 7 and roay certify the amount of any such 

reserves, specifyinq the mortality table or tables, rate or 

rates of interest~ and ~et~"ds-tS~~ net level premium method 

or othert methqds used in the calculation of suc.:h reserves. 

In calculatinq sae~ the tPserves, the commissioner may usP. 

qroup methods and approximate averaqes for frac.:t~ons of a yedr 

or otherwise. Per- the-pttrpeBe- of-/flek in!] -~"eh ·· •a lt!at:-t "I\- the 

eo~~!l~toner-~ey-ell'lpioy-a-eo/flpetel\t-aet:aary-who-~hell-be-patd 

by-t:he-ee~~any-fc~-wnteh-~he-serviea-is-renftered~-bat-e 

do~.e!lh e-eol'tlpany-!fley-ll'la}tf!'- !laeh- •aiaat To"- e: 1\d- -t t-- ~ha H -he 

reeet•ed-by-~h~-eo~isBioner-dr""-sat:tsfaet:ory-proof-of-t-t~ 

ecrt'~etl\e~s-=- In 1 ieu of the valuation of the reserves toterein 

required in_~his s.~ctio.~ of any foreign or alien company, the 

comm~ssloner ~ay accept any valuation made, or caused to be 
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mad~. by the insurance supervisory official of any state or 

other jurisdiction when such valuation co~plies with the 
~inirnu;r~ standard hereir'l provided for in this sect_!....Q_n and if 

the official of such state or jurisdiction accepts as 
sufficient and valid !or all legal purposes the certificate of 
valuation of the comrnissioner when ~uch certificate states the 

valuation to have been made tn a specified manner according to 
~hich the aggregate reserves would be at least as large as if 
they nad been computed in the manner prescrlbed by the law of 

that state or jurisdiction. 
~ny-!~e~-eoMpeny-whie~-s~-any-ti~e-snaii-hsve-sdop~ed-eny 

etandard-of-vaiHstio~-prod~e~~~-~reeter-a~qre~ate-reeer•es 

than-tnose-ealeuleted-aeeordin~-to-the-min~~~~-standard-neretn 

pro¥tded-mayr-with-the-approwai-of-the-eo~ieeionery-adopt-any 

lower-sta"dard-of-vaiQattony-bdt-not-iower-than-the-~~"iM~M 

herein-pro•idedT 
Sec. 8. Section 508.36. sub~ection 2, Code 1993, is 

amended by striking the subsection and insertlnq in lieu 

thereof the following: 
2. AC1UARIAL OPINION Of RESERVES. This subsection is 

effective January 1, 1996. 

a. GENERAL. A life insurance company doing business in 
this state shall annually sub~it the ~ritten opinion of a 
qualified actuary as to whether tne rPserves and related 
actuarial items held in support. of the policies and contracts 
specified by the coi'MI.i!lsioner by re9ulat ion are computed 

appropriately. are based on assumptions which satisfy 
contractual provi!lions, ar~ consistent with prior reported 
amounts, and are in compl i.ance ...,ith applicable la...,s of this 

state. The conn:issioner shaill define by rule the requirenents 
and content of this oplnion and add any ot.her items depro~d to 

be necessary. 
h. ACTUARIAL ANAl.YStS OF Rf.SERVtS AND ASSF.TS SUPPORTING 

SUCH RESERIJE:S. 
(1) llnlP.!'.!i ex~mpt~;>d by rule, a life insuranct> co:npany 

shall also annually include in th~ opinion required by 
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paragraph ''a", an opinion of the same qualified actuary as to 

whether th~ reserve~ and related actuarial ite~s held 1n 
support of policies and contracts specified by the 

commissioner by rule, when considered with respect to the 
assets held by the co~pany associated with the r~sP.rves and 
related actuirial items, including, but not limited tc, the 
investment earninQs on the assets and the considerations 

anticipated to be received and retained under the policies and 
contracts. are sufficient for the company's obliqatlons under 
the policies and contracts, including but not limited to the 
benefits under and expP.nses associated with the policies and 

contracts. 
(2) The comnissioner may pro~ide by ruJ~ for a transition 

period for establishinq any higher reserves which the 
qualified actuary may deem necessary in order to 

opinion required by this section. 

u~nder th~ 

c. REXJUIRRMRN'I'S F<JR ACTUAR1AL ANALYSIS. 

r~quired by para9raph "b" shall be governed 
provisions: 

An OplhlOn 
by the following 

{1) A memorandum, in form and substance acceptable to the 
comrni1;sioner as specified by rulP., sh~1ll he preparPd to 

support each actuarial opinion. 

(1) If the insurance company fall~ to provide ~ supportinq 
memorandum at the request of the commissioner within a period 
specified by rule or the comml~gioner det":P.rminPs that the 

supporting memorandum provided by the insurancP. company E.1ils 
to meet the standards prescrihPd hy thP t11les or is oth~rw1~e 

unacceptable to the comnissioner, thP commissioner may enqage 
a qualified actuary ~H. the PXpPnse of the company to review 

the opinion and the basis for the opinion and prepare s11ch 
supporting memorandur.~ as is require!) by tht> coi'\IT\i~Rion~:>r. 

d. Rf.OUIREHE:NT fOR ALL OPINIONS. An opinion required 
under ~his section is 90verned by the following provi5ion~: 

Cl) The opinion 5t1all be ~ubmilted with the annudl 
$latement reflectinq the va!uation of such reser~P liabilities 

for each year endinq on 01· after December 31, 199:,. 

(/) ., 
..., ..., 
00 
1\.) 
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(2) The opinion shall apply to all business in force, 
including individual and qroup health insurance plans, in form 

and substance acceptable to the comndssioner as specified by 

rule. 
(J) 7he opinion shall be based on standards adopted from 

time to ti~e by the actuarial standards board and on such 

additional standards as the commissioner may by rule 

prescribe. 
14) In the ca~e of an opinion required to be submitted by 

a forei9n or alien co~pany, the commissioner may accept the 
opinion filed by that co~pany with the insurance supervisory 

official of another state if the commissioner determines that 
the opinion reasonably meets the requirements applicable to a 

company do~iciled in thia state. 
15) For the purposes or this section, .. qualified actuary" 

means a member in qood standing of the ~erican academy of 
actuaries who meets the requirements of the coA~issioner as 

sp~cifled by rule. 
(6) Except in cases of fraud or willful misconduct, a 

qualified actuary is not liable for danages to any person, 

other than to the insurance company and the co~missioner, for 
any act, error, ocniasion, decision, or conduct with respect to 

the actuary's opinion. 
(7} Disciplinary action which may be taken by the 

coi'M1i&sioner against the company or the qualified actuary 

shall b~ defined in rules adopt~d by the commiasioner. 
(8) Any memotandun in support of the opinion, and any 

other material provided by the company to the commissioner 1n 
connection with the opinion, shall be kept confidential by the 

coi'M1issionec arHI shall not be made public and shall not b~ 

subject to subpoena, other than for thf! purpose of defending 

an action seeking damages from any person by reason of any 
action required by this section oc by rules adopt.Pd p:.1csuant: 
to thi.s section. Not'od.thstanding this subp~raqcaph, th~ 

memorandum or other material may b~ released by the 
commi3sionec if either of the following apply: 
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(a} The commissioner receives the written consent of the 

company with which the opinion is a~aociated. 

(bl Tt"'e American academy of actutuies re-quests that the 

memorandum or other material is required for the purpose of 
professional disciplinary proceedinqs and settinq 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 mark@ting, is cited before any qovPrnmental 

agency other than a state insurance department, or is released 

by the company to the news medi.a, all portions of the 
confidential memorandum are no longer confidential. 

3. COMPUTATIONS OF M[NIMUM STANDARDS. Except as ot:hendse 

provided in subsections 4, 5, and 12, the minimum standard for 
the valuation of all such policies and contracts is~ued prior 

to July 1, 1994, shall be that provided by the laws in effect 
immediately prior t.o !UJCh date. r.xcept as otherwisp providerl 

in subsections 4, 5, and 12, the minimum standard for the 
valuation of all such policies and contracts shall be the 

co~issioner's reserve valuation methods defined in 
subs~ctions 6, 7, 10, and 11, five percent interest for group 

annuity and pure endowment contracts and three and one-half 

pPrcent intf!rPst for all othPr policies and contracts, or in 

the case of policies and contracts, other than annuity and 
pur~ endowment. contracts, issued on or after July l, 1914. 

four percent interest for such policies issued prior to 
January 1, 1980, five and one-half percent inter~st for singlP 

premium life imwrance policies and four and one-half percent 
interest for all other such policies issued on and after 

January l, 19~0. dnd the followinq tables: 
a. For all ordinary policies of life insurance issued on 

the standard basis, excludinq any disability and accid~ntal 
deat~ benefits in the polic~es, the following: 

(1} The com..-nissioners 1941 standard ordinary mc>rcality 

table rot policies issued prior to the operativ~ date of 
section S08.37, subsection 5, paraqraph ''a". 
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(2) ThP coiTUTiissioners 1958 standard ordinary I"Ortalit.y 

table for such policies 1ssu~d on or after the op~rative date 

of section 508.37, subsectionS, paraqraph •c••, provided that 

for any category of policies issued on female risks, all 
modified net premium9 and presPnt values referred to in this 

section may be calculated according to an aqe not more than 
six yecus younger than the actual aqe of the insured. 

(3) For policies issued on or after the operative date of 
section S08.37, suhsection s, paragraph .. c", any of the 

followinq: 

(a) The comnissioners 1980 standard ordinary mortality 
table. 

(b) At the election of the company for any one or more 

specifi~d plans of life insurance, the commissioners 1980 
standard ordinary mortality table with ten-year s~lect 
mortality factors. 

(c) Any ordinary mortality table, adopted after 1980 by 
the national association of insurance commissioners, that is 
approved by rul~ adopted by the commissioner for use in 

deter~ininq the minimum standard of valuation for such 
policies. 

b. For all industrial life insurance policies issued on 
the standard basis, excludin9 any disability and accidental 
deattl benefits in the policies, the following: 

(1) For policies issued prior to thP. operative date of 
section 508.31, subsection 5, paraqcaph ''b'', the 1941 standard 
industrial mortality tab!~. 

(2) For policies issued on or after the operative dat~ o( 
section 508.3'1, S\tbsection S, paraqcaph "b", the coltllTiissioners 
1961 st.anddrd indu~trial mortality table, or any industrial 

mortality table adopted aftP.t 1980 by the national association 
of insur.J.nce COJ'II('IiS$i()r;ers, t.h.lt is approvt~d by rule adopt~d 

by the corrut~issioner foe use in deterrnininq t.he minirr.um 
standard of valuation foe such polici~s. 

c. Por individual annuity and pur~ P.ndo~ment contracts, 

excludinq any disability and accidental death benefits in such 

• 
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policies the 1937 standard annu1ty mortality table or, at the 

option of the company, the annuity mortality table foe 1949, 
ultimate, or any modification of either of these tables 
approved by the co~~issioner. 

d. For qroup annuity and pure endowment contracts, 

excludinq anY disability and accidental death benefits in Guch 
policies, thP. 9roup annuity mortality table for 1951. or a 
modification of the table approved by the commissioner, or at 

the option of the company, any ot the tables or modifications 
of tables specified for individual annuity and pure endo~nent 
contracts. 

~. Por total and permanent disability benefits in or 

supplementary to ordinary policies or contracts, the 
following: 

(1) For policies or contracts issoed on or <lft~tr January 
1, 1966, the tables of period 2 disablement rates and the 1930 
to 1950 termination rates of the 1952 di~ability study of thP. 

society of actuaries, with due r@gard to the type of benefit, 
or any tables of disablecnent rAtPs and termination ratP.s 
adopted after 1980 by the national agsociation of insurance 
commissioners and approved by rulE> adopted by the- r.ommissionP.r 

for use in determining the minimum standard of valuation for 
such policiP.s. 

(2} ror polici~s or contracts issued on or after January 
1, 1961. and prior to January 1. 1966, P.it.hP.r of th~ t.ablP.s 
identified under subparaqraph (1}, or at the option ot t.he­

company, the class (3) disabilitt table (1916). 

(3) For policies issued prior to .January 1. 1961, the 
class (JJ disabilit.y table (1921)}. 

A table used under this paraqraph ''e'' shall, for actl\'P. 
livP.g, be co~binP.d ~ith a ~ortality t~ble p~rmitte~ for 

calculatinq the resci'VP.S for life in!!urance policies. 

f. for accidP.nt<~l death bPnP.fit~ in or liuppl£>mentary to 
policies, the following: 

{1) For policiPs issuf'd on or after January 1. 1966, thP 
19S9 accidental death benefits table, or 4ny accidentdl death 

(/) 
"II ..., ..., 
Cl) ..., 
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b~netits table adopted after 1980 by the national association 
of insurance commls5ioners and approved by rule adopted by the 

ccmmiss1oner 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 subparaqraph (1), or at the option of the company, the 

inter-co~pany double indemnity mortality table. 
(ll For policies issued prior to January 1, 1961. ttle 

inter-company double indemnity mortality table. 

A table used under this paragraph "f" shall be combined 
~ith a ~ortality table for calculating th~ re5crves for life 

insurance policies. 
9· for group life insurance, life insurance i9sued on the 

substandard basis, and other special benefits, tables approved 

by the commissioner. 
4. COMPUTATION FOR MINIMUM STANDARDS POR ANNUITIES. 

Exc~pt as provided in aub9ection S, the minimum standard for 

the valuation of all individual annuity and pure endowment 

contracts issued on or aft~r the operative date of this 
subsection. and for all annuities .1nd pure endowtnPnt.s 

purchased on or after the op&rative date of this subsection 
under qroup annuity and pure endowmPnt contracts, shall b(! the 

commissioner's reserve valuation methods defined in 
subsections 6 and 7, and the follo·.tl.nq tahlP!'> and interest 

rates: 
.a. for individual. ~nnuity and purP endo· ... ·nu;•nt. contracts 

issued prior to January 1, 1980 1 excludinq any disability and 

acc1dental death benefits in such contracts, both of the 

followinq: 
(1) ThP 19'71 individual annu1ty mortaltty table, or any 

rr..odification of this table approved by tl\c corro!Tiiasioner. 
(2) Six percent interest for singlf' prPrr..ium irn•·nP•hatP 

annuity contracts, and four pPrcent interest for all other 
individual annuity and pur~ endowmPnt contracts. 
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b. l:or individual sinqle 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: 
Cl) One of the following tables: 

(a• The \971 individual annuity mortality table. 
tb) An individual annuity mortality table, adopted after 

1980 by the national association of insurance commissioners 
and approved by rulP. adopt~d by the corrunissioner tor use in 

determininq th~ minimum standard of valuation for such 

contracts. 
(c) A modification of the tables identifi~d in 

subp;Haqraph subdivisions (,l) and (b) approvE-d by thP 

commissioner. 
(2) Seven and one-half percent interest. 
c. For individual annuity and pure endow~ent contracts 

issuPd on or after January 1, 1980, other than singlP prPmiu~ 

immediate annuity contracts, excludinq any disability and 
accidPnta.l d~ath benPfits in r.uch contracts, both of the 

follo...,ing: 
(1) OnP of the following tables: 
(a) Th~ 1971 individual annuity mortality table. 
(b) An individual annuity mortality table adoptP.d aftpr 

1980 by the national association of insurance commissionP.rs 
and approved by rule adopted by the corrun~s!'>ioner for use 1n 

determining the mlnimun standard of valuation for such 

contracts. 
(c) A modification of the tables identified in 

suhparaqraph subdivisions (a) and (b) approved by the 

com.mlss 1oner. 
(2) f'ive and one-half percen~ intP.rP.st. for !;ingle prt>mHJm 

deferred annuity and pure endo•.-Jm.Pnt contracts and four ,lr.d 
one-half percent interest for all oth~r such individual 

.annuity and pute P.ndowr.tent con,.r.lcts. 
d. For all annuities .lnd pure endo· ... ruents purchased prior 

to January 1, 1980, under group annuity and pure endowmo?nl 
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contracts, excluding any disability and accidental death 
benefits purchased under such contracts, both of the 

followinq: 

(ll Tl'le- 1971 qroup annuity mortality table or any 

modification of this table approved by the comrniseloner. 

(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, excludlnq any disability and accidental death 
benefits purchased under such contracts, both of the 
following: 

Ill One of the following tables: 
Ia) The 1971 group annuity mortality table. 
(b) A group annuity nortallty table adopted after 1980 by 

th& national association of insurance commissioners and 
approved by rule adopted by the commissioner tor use in 
determining the minimum standard of valuation for such 
annuities and pure endowments. 

(c) A modification of the tables identlfied 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 wlth the 

commissioner a written notice of its election to comply with 

the provisions of this subsection after a specified date 
heforP. January 1, 1979, which shall be the operative date of 
this section for such company, provided, lf a company ~akes no 
election, tne effective date of this section for a company is 
January 1, 1979. 

5. COMPU1'A'l'ION Of MlNU4UM STANDARD B'l CALENDAR YEAR OF 

ISSUE. 
a. APPLICABILIT¥ OF THIS SUBSECTION. The calendar year 

gtatutory valuation inter~st rates, as defined in this 
subsection, shall be 11sed In determining th~ minilt'.ucn standacd 
foe 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.]7, subsection o:,, paragraph "t". 

(2• All individual annuity and pure endo·~ent contracts 
issued in a particular calendar year on or after January 1, 

1995. 

(3) All ~nnulties and pure endowments purchased in a 
particular calendar year on or after January 1, 199S, under 
qroup annuity and pure endowment contracts. 

(41 The net lncr~ase, 1f any, in a particular calendar 
year on or after January 1, 199>, in amounts held under 
guaranteed interest contracts. 

b. CALENDAR Y£AR STATUTORY VALUA'TION IN-rERES1' RATES. 
Ill The calendar year statutory valuation interest rates, 

referred to in this paragraph as "1", shall be determined as 
follows and the results rounded to the nearer one-quarter of 
one percent: 

{a) For life Insurance, 

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

where R1 is the lesser of R and .09, R2 is the greater of R 
and .09, R is the reference intere~t rate defined in paragraph 
"d" of this subsection, and w is the weighting factor defined 
in paragraph "c" of this subsection. 

(b) Por single premiu~ immediate annuities and for annuity 
benefits involving life contingencies arising from other 
annuities ~ith cash settlement options and from guaranteed 
interest contracts with cash settlement option!l, 

I equals .03 + H(R- .03), 

wh~r~ Rl is the lesser of R and .09, R2 is the greater llf R 

and .09, R is the reference intereat rate d~fined in paragraph 
"d" of this subsection, and W is the weiqhtinq factor d~fined 
in paragraph "c" of this subsection. 

(c• Por other annuities •.dth c<H>h setth~m~nt opt.ions and 
guaranteed interest contracts with cash settlement options. 
valued on an Issue year basis, e~cept as stated in 

C/1 .,.. 
l'o) 
l'o) 
co 
l'o) 
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subparagraph subdivision (b •• th~ formula for life in9urance 
stated in subpardgraph subdivision (a) applies to annuities 

and guaranteed interest contracts with guarantee durations 1n 
excess of ten years, and the formula for single premium 

lrntnediate 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 Yith no cash settlement options 

and for quarantecd interest contracts with no cash settlement 
options, the forr.~ula for single premium irtl.l'l\ediate annuities 

stated in subparagraph subdivision {b) applies. 
le) for other annuities with cash settlement options and 

guaranteed interest contracts with cash settlement options, 
valued on a change 1n fund basis, the formula for single 
premium immediate annuities stated in subparagraph subdivision 

{b) applies. 
(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 correspondinq actual rate for 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 inourance policies ls equal to the 

corre~ponding actual rate for the i~,ediately preceding 
calendar year. roc purposes of applying the immediately 
preceding sentence, the calendar year statutory valuation 
interest rate for life insurance policies is~ued in a calendar 
year shall b~ determined for 1980, usinq the refP.rence 

interest rate defined in 1979, and shall be determined for 
each subsequent calendar year regardless of t.hP ope rat lvP. date 

of section 508.37, subsections, paragraph ''c". 

c. W&ICII'T I KG fAC'TORS. 

(1) The weighting factors referred to in paragraph "b" ac~ 

given in the following tables: 
(a) Weiqhting Factors for I.ife Insurance: 
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GuarantP.e Duration 11ears) 

10 or less 
More than 10, but not more than 20 

More than 20 

'l'l'eight ing raco:ors 

.so 

.4S 

.JS 

Por life insurance, the guarantee duration is the maximum 

number of years the life insurance can remain in force on a 
basis guaranteed in the policy or under options to convert to 

plans of life insurance with premium rates or nonforfeiture 
values or both which are guaranteP.d 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 

settle~ent options is .80. 

{c) Weighting factors for other annuities and for 

guaranteed interest contracts, except as ~tated in 
subparagraph subdivision (b), shall be as specified in 
subparagraph subdivision parts (i), (ii} and (iii) of this 

subparagraph subdivision, according to the rules and 
definitions ln subparagraph subdivision part~ (1v), (v), and 

(vi) of this subparagraph subdivision: 
(i) for annuities and guaranteed interest contracts valued 

on an issue year basis: 
Weighting factor 

Guarantee Duration (Years) 

S or less 
More than 5, but not more thar1 Hl 

More than 10, but not more than 20 

More than 20 

A 

.80 

.7S 

.6S 

.45 

for Plan 'Type 

" .60 

• 60 

.so 
• 35 

(li) for annuiti~s and guaranteed interest contracts 

valued on a chanqe in fund basis, the factors sho·~n in 
subparagraph subdivision part { i) of this subparagraph 

subdivision increased by: 

A 

Plan 'Type 
R c 

c 
.so 
.50 

.45 

. 1~ 
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.lS .2S .OS 
(iii) For annuities and guaranteed interest contracts 

valued on an issuP.-year basis, other than those • ..,ith no c.=~sh 

settlement options, which do not guarantee inter~st on 

considerations received more than onP. year aeter issue or 

purchase and for annuities and guaranteed interest contracts 

valued on a chanqP. in tund basls ~hich do not guarantee 
interest rates on considerations received more than t~elve 

months beyond the valuation date, the factors shown in 

subparagraph subdivision part (iJ of this subparagraph 
subdivlslon or derived ln subparagraph subdivision part Iii) 
of this subpara~raph subdivision increased by: 

Plan Type 
A " c 

.OS .05 , OS 
(iv) For other annuities wlth cash settleMent options and 

quaranteed interest contracts with cash settlement options, 
the guarantee duration i& the nuMber of years for which the 
contract guarantees interest rates in excesR of the calendar 
year statutory valuation interPst rate for life insurance 
policies with guarantee durations in excess of twenty yPars. 
For other annuities l.'ith no cash settlert'.ent options and for 

quaranteed interest contracts with no cash settlemPnt opt.ionR. 
the guarantee durdtion is the number of years from the dat.e of 
issue or date of purchase to the date annuity bP.>nP.>fits are 
scheJuled to con'l/llence. 

(v) "Plan type", as used in subparagraph subdiviswn pdrt.s 
(i), {ii), and (iii) of this aubparaqraph subdivision, is 
defined a~ follows: 

''Plan Type A'': At any time, the policyholder may withdraw 

funds only l.'ith ;,n <td)ustrr.ent to reflPct c:hanql"$ in irlterest 

rat~s or asset va!ues since receipt of the funds by the 
insurance company, or may withdra..., funds '.-.'ithout that 
ad)u~tment but in inst.lllments over five years or more, or may 

withdra\o.' funds. as in imsr..ediate life annuity: or no ·.dthdrawal 
i3 permitted. 
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''Plan Type 8'': Before expiration o( the interest rate 
guarantee, the policyholder may withdraw funds only with an 

adjustment to reflect chanq~s in interest rates or asset 
values since receipt of the funds by the insurance company, or 

may wlthdraw funds without that adjustment but in installments 
over five ye~rs or ~ore; 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'': Th~ policyholder may withdraw funds before 
expiration of interest ratP quarantee in a single sum or 
installments over less than five years Pither without 

adjustment to reflect changPs in interest rates or asset 

values since receipt of the funds by the insurance company, or 
subject only to a fixed surrender charge stipulatP.d in the 
c0ntract a& a percentage of the fund. 

{Vi.) A company rnay elect to valuP. guarantP.ed intP.rest 
contracts wlth cash settlement options and annuities with cash 
sPttlement options on Pither an issue-y~;u hasis or on a. 
chanqe-in-fund basis. Guaranteed interest contracts with no 
cash settlement options and other annuitiPR with no caah 

settlement options rnust be valued on an issue-year basis. As 
used in this section, an ia.~we-yP.ar basis of valuation refers 
to a valuation basis under which the' interest rate used to 
determine the minimum valuation st~ndard for th~ entirP 

duration of the annuity or guaranteed interest contract is the 
calendar year valuation interest rat~ for the y~ar of issue or 

year of purchase of the annuity or quaranteed interest 

contract, and thP change-in-fund baais of v~l11ation rP.fers to 
a valuation basis under which the interest rate used to 

determin~ the minimum v.1luat:ion standard applicable to each 

chanqe in the fund held und~r the •lnnuity cr gu .. Hant.e~;>d 
inter~st contract is the calendar year valuation interest rat~ 

for t:he yec~.r cf the change in the fund. 

d. RrFtRE~CE INTFREST RATE. The r~ference int~rest rat~ 

referred to in paraqraph ''b'' is de(ined as follows: 

(/) 
Tl 
1\l ...., 
00 ...., 



Senate file 2282. p. 19 

(1) For all life insurance. the les~er of the average over 

a period of thirty-six months and the averaqe over a period of 

t.welve months, ending on June 30 of the calendar year next 
preceding the year of issue, of th& monthly average o~ the 
composite yield on seasoned corporate bonds, as published by 

moody's investors service, inc. 
(1) for single premium 1nmediate annuities and tor annuity 

benefits involving life contingencies arising from other 

annuities with cash settlement options and guaranteed interest 

contracts with c~sh 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 compoalte yield on seasoned corporate bonds, as published 

by moody's investors service, inc. 

{3) ror 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 averaqe over a period of thirty-six 
months and the average over a perkod of twelve months, ending 

on June 30 of the calendar year of issue or purchase. of the 
nonthly average of the composite yield on seasoned corporate 

bonds, as published by moody's investors service, inc. 
(4) F'or other annuities with cash Se'ttlement options and 

guaranteed interest. contracts with cash settlement options, 

valued on an i~sue-year basis, except as stated in 
subparagraph t2), with guarantee duration of ten years or 

less, the average over a period of twelv~ month~, ending on 
June 30 of the calendar year of issue or purchase, of thf! 
nonthly average of t11e co:tlposite yiP.ld on SP.asoned corporate 

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

(SJ F'or other ilnnuities with no cash settlement options 
and for guaranteed i.nt~rest contracts with no cash setl'lP.m~nt. 

option~. thp av~rage over a period of twelve ~onths, ending on 

June 30 of thP. calendar year of issu~ or purch.lse, of the 
~onthly average of the composite yield on seasoned corporate 

bonds, as publishP.d by l"'.oody's investors service, inc. 
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(6) For other annuities with cash settlP.ment option!\ and 

guaranteed interest contracts with cash settlem~nt options, 
valued on a chllnqe-in-fund basis, excP.pt as st"'ted i.n 
subparaqraph {2), the average over a period of twelve months, 

ending on June 30 o! t.hP. calendar year of thP. change in the 

fund, of the monthly averaqe of the composite yield on 
seasonPd corporate bonds, as published by moody's investors 

service, lnc. 
P.. AL7ER~ATIVB METHOD FOR DF.T£RM1NlNG Rf.Pf.R£NCf. INTEREST 

RATES. In the event that the ~onthly averaqe of the composite 

yield on sP.asoned corporat.P. bonds is no longer published by 
moody's investors service, inc., or in the event that the 

national as~ociation of inRurance commissioners det~rmines 

that the monthly average of the composite yield on seasoned 
corporate bonds a~ published by moody's investors servicP., 

inc. is no longer appropriate for the determination of the 

reference interest rate, an alternative method for 
determination of the reference interest rate, which LS adopted 

by the national association of insurance commissioners and 

approved by rule adopted by the co~~issioner, may be 

substituted. 
6. RESERVE V~LUATION HF.THOD -- LifE lNSURANCE ANO 

ENDOWMENT BE~EflTS. 
a. Except as otttec·.,oise provided in subsections 7, 10, and 

12, reserves calculated according to the coll'.missioner's 

reserve valuation rnt!thod, for the life insurance and endowme-nt 
benefits of policiP.s providinq for a uniforn a~ount of 

insurance and cequirinq the payment o~ uniform premiums, shclll 

be the excess, if any, of the present value, at the datP of 
valuation, of tuturl! guaranteed benefits provided for by such 
policies, over the present value, at the dat~ of valuation, of 

any future m:)dified ru~t premiums for such pvlicie-s. ThP. 

modified net premiums for such policy is the unifocn 
pL~rct.'ntage of tht.' rl'~3pect iv~ contract premiums {or the 
bP.nefits such that the present value, at thP. date of issue of 
the policy, of all modified net premiums shall bt' equal to th~ 
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sutn of the present value, at t.hP. date of valuation, of such 

bene(its provided for by th~ policy and the cxcesa of the 

amount determined in subparagraph tl) over the amount 
determined in subparagraph (2), &9 follows: 

tl) A net levP.l annual premiu~ equal to the present value 

at the date of issue, of the benefit~ provided for after the 
first policy year, divided by the pr~s~nt 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 whtch a 

prerniun falls due. However, the net level annual premium 

stlall not excP.ed tht> net level annual premium on the nineteen­

year premium whole life plan for insurance of the same amount 

at an age one yP.ar more than thP. aqe of the insured at i8su~ 

of the policy. 
( 2) A net onf!-year term prt>mium for the be-nefits provided 

for in the first policy year. 
b. Ho· .. u:":ver, for a llfe insurancf! policy issued on or aft~r 

January 1, 1998, for \olhich the contract premiuca 1n the first 

policy year exce~ds that of the second year and for which no 
comparabl~ additional benefit is provided ln the first year 
for such additional premium and which provide~ an endowment 
benefit or a cash surrender value or a combination of such 
benefit or valuf! in an amount greater than the additional 

premiun, the reserve accordinq to the commissioner's reserve 
valuation rr.ethod as of any policy anniversary occurrinq on or 
before the assumed ending date defined as the first policy 
annLversary on 'Jhich the sum of any E>ndowment bPnefit and any 

cash surrender value then available is qreater than such 
addit.i.onal pr~mium shall be, except as otherwise provid~:"d tn 
su~sectian 10, th~ qreater of the reserve as of such policy 

anniversary calculated as described i.n paragraph "a" and the 
r~serve as of such policy aoniversary calculated as described 
in paraqraph ''a", but \.'ith the following rrodifi.cations: 

til Tile Vdlue- defined in paraqr.1ph ''a'' being r~duc~d by 
fifteen percenl of the dmount of such excess first year 

premiutt'. 
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1 i i J All present values of benefits and preniums beinq 

determined without referenc~ to premiums or b~nefitG provided 
for by the policy after the assu~ed endinq 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 as an endowment benefit. 
In makinq the above comp~r1&on the ~ortdlity and interest 

bases stated in subsections 4 and 5 shall be used. 
c. Reserve& according to the commissioner's reserve 

valuation method shall be calculated pursuant to a method 
consistent with this subsection for all of the following: 

11) Llfe insurance policies providing for a varyinq amount 

of insurance or requiring the payment of varying premiu~s. 
!2) Group annuity and pure endowment contracts purchased 

under a retirement plan or plan of deferred co~pensation 

establi~hed or maintained by an employer, includinq a 
partnership or sole proprietorship, or by an employee 
orqanizat.ion, or by both, other than a plan providing 

individual retirement accounts or individual retirement 
annuities under section 408 of the IntPrnal RPvenue Code. 

(l) Disability and accidental death benefits in all 

policies and contracts. 
(4J All other beoefits, except life Lnsurance and 

endowment benefits In life insurance policies and benefits 
provided by all other annuity and pure enliowRlPilt c0ntracts. 

7. RESERVE VALUATION Mf.THOD -- ANNUITY AND PIJRf. ENCXJWME~T 

BENEFITS. This subsection applies to all annuity and pure 
endowment contracts othP.r than group annuity and pure 
endowment contracts purchasl!d under a retirement pl.1n or plan 

of deferred compP.nsation established or m.-=tint'.ainf!d b'/ an 

employer, including a partnership or sol~ proprietorship, or 

by an employee organization, or hy both, othPr th~n a pl.-=tn 
pr<lvidinq individual retirement accounts or individual 

retirement annuities under section 411B of the rn~Prnai Revenu~ 

Code. 

(/) 

"" N 
N 
0> 
N 
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Reserves accordinq to the commisgionec 's annuity reserve 

nethod for benefits under annuity or pure endowment contracts, 
excluding any disability and accidental death bP.nefits in ~uch 

contracts, shall be the greatest of the respective excesses of 

the pr~sent values, at the date of valuatlon, of the future 
quarante&d benefits, including guaranteed nonforfeiture 
ben~Cits, 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 qross considerations, required by the terMs of 
such contract., that become payable prior to the end of such 

respective contract year. The future guaranteed benefits 
shall be deter~ined by using the mortality table, lf any, and 

the interest rate or rates, specified in such contracts for 
determlnlng 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. MINJMIJM RESERVES. 
a. A company's aggregate reserves tot all life insurance 

PQllcles, excluding disability atld accidental death benefits, 
the operative date of section 508.31, sh~ll not be less than 

the aggregate reserves calculated In accordance with the 
~ethods set forth in ~ubsectlons 6, 7, 10, and 11, and the 

mortality table or tables and rate or rates of interest 11Sed 
in calculatinq nonforfeiture benefits for such policies. 

b. A company's agqcegate reserves for all policies, 
contracts, and benefits shall not be less than the agqregate 

reserves deterrt'.ined by the qualified actuary to be necessary 
to render the opinion required by subsection 2. 

9. OPTIONAL RESERVE CALCULATION. Reserves for all 
policies and contracts issued prior to th~ op~cative ~ate of 

section 508.37, may be calculated, at the option of the 

company, accordinq to any stand.Hds which produce greater 
aqgreg<tte resPrves for all such policies and contracts than 
the ninimum r~s~rvc9 required prior to July 1, 19~4. 
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Reserves for any cateqory of pollcips, contracts, or 

benefits, as established by the commissioner, issued on or 

after the operative date of section 508 .. 17, may be calculated. 
at the option of the company, accordinq to any standards which 

produce greater aggregate reserves for such category than 
those calculated accordinq 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 endownent 
contracts, shall not be hlqher than the correspondinq rate or 

rates of interest used in calculating any nonforfeiture 

benefits as provided 1n this section. 
A company which ~t any time adopts a standard of valuation 

producing greater aggregate reserves than those calculated 
accordinq 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 lo·,.,er than the minimum as 

provided in this section, provided, however, that, for 
purposes of this section, the holding of additional reserves 

previously determined by a qualified actuary to be necessary 

to render the opinion requir~d 
deemed to be the adoption of a 

10. RESERVE CALCULA~lON 

THE GROSS PREMIUM CHARGE. 

by aubsection 2 ~hall not b~ 

higher standard of valuation. 
VALUATION NET PREMIUM F.XCf.F.O!NG 

a. If in any contract year the gross pre~ium charged by a 

life insurance company on a policy or contract is less than 
the valuation net. premium for the policy or contract, a$ 

calculated by the mP.thod us~d in calcttlatlnq the rPserve toe 
such policy or contract but using the minimum valuation 

standards of ~ortality and rate of interPst. the minimum 
r~secve required for such policy or contract ~5 the greatPr ot 
eithPr the resPrve calculdted according to thP mortality 

table. rate of ~nterest, and m~thod ac~u4lly u~~d for uuch 

policy or contract, or the rf.>setve calculated by the rr..Pt.hod 

actually used for such poli<:y or contract but usinq t.he 
minil"'um valuation stc1ndards of mortlllity .1nd rate o( intetr."!'OI 
and replacing the valuation net premium by the actual gross 
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pre~ium ln each contract year for which the valuation net 
premium exceeds the actual 9ross premium. The minimum 

valuation standards of mortality and rate of interest referred 
to in thi~ section are those standards established ln 

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 tor such excess and which provides an endo~ent 

benefit or a cash surrender value, or a combination of such 
benefit and value, in an amount greater than the exce!ls 

premium, the provisions of paraqraph .. a·• apply as if the 

method actually used in calculating the reserve for such 

policy is the method established in subsection 6, P.xcluding 
paragraph "b'' of that subaection. The minimum resP.rve of the 
policy at each policy anniversary shall be the greater of the 
minimum re~erve calculated pursuant to subsection 6 and the 

minimum reserve calculated in accordance with this subsection. 
11. RESERVE CALCUlATWN -- INOE·rERHINATE PREM.IU-'1 PLANS. 

In the case of any plan of life insurance which provides for 
future premium determination, the amount9 of such premium 
which are to be determined by the i.n~>ura.ncp company basP.d on 

estimates of future experience, or in the case of any plan of 
life insurance or annuity, the minimum r<'s<'rves of which 
cannot be determined by the method~ e5tablishP.d 1n subsections 
6, '), ancl 10, the res~rves which are held under thE.' plan must. 
be appropriate in reldtion to the benefit& and the pattern of 
pcem1ums for that plan. and shall bP comput.Pd by a mP.thod 
o.·hich i!> consistent with this section, as det~rmined by rules 

adopted by t.hP corrunissioner. 
12. MINIMUM STANDARDS FOR flE:AL"rtl (OISABILC'!"i, ACCIDENT, 

MID Sl(K:H:SS) PLANS. The com:Tilssi.onP.r sh<lll adopt. rul~s 

c0ntaininq the minimum standards applicablE.' to tr.e Vclluation 

of h~alth, disability, and sickness and acc1d~nt. plans. 
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Sec. 9. Section 5138.2, subsection 16, Code Supplement 
1993, is amended to read as follows: 

16. ''Small err.ployer" means a person actively enqaqed in 

business who, on at least fifty percent of the employer's 

working days during the precedinq year, employed not less than 
two and not more than twe~tr-fi•e ~~~ full-time equivalent 

eliqible employees. In determininq the number of eligible 
employees, companies which are affiliated co~pan1e3 or which 

are ellqible to flle a combined tax return for purposes o~ 
state taxation are considered one employer. 

Sec. 10. Section ~138.4, Code Supplement 1993, ls amended 
by adding the followinq new subsection: 

~-~._SUBSEC'l'IOM. lA. Not·,..ithstandinq subsection l, 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 expP.rience. 

Sec. 11. Section SlJB.4, subsection 2, unnumbered 
paragraph 2, Code Supplement 1993, is amended by striking the 
paraqraph and insertinq in lieu thereof th~ following: 

Case characteristics other than age, geographic area, 

fafll.ily composition, and qroup sLzP shall not be used by a 
small employee carrier without the prior approval of the 
corunissioner. 

Sec. 12. Section 5138.4, Code Supplement 1993, is amended 
by adding the followinq new subsection: 

~~~~~-~~!ION. S. Notwithstanding subsection 1, the 
con,missioner, with the concurn:>nce of thP bo;Hd of thP Iowa 
a mall ernployer health reinsurance program established in 
~Pction 513R.l3, rn~y by ordP.r reduc~ or ~liminate th@ allowed 
eating bands prclvidcd under subsection l, paragraphs ''a'', ''b'', 

and ~c•·, or otherwis~ limit nr eliminat.P th~ use of experiPnCP 
rating. 

Sec:. l.'L S~ction ~,lSo\.1.1, Co.1~ 1993, is amended by addinq 
the following new sub~H?Ction: 

~~~_u_!J_?:_~!_~_O_~. '>. PROHIBITED RE:I.f.ASF.. A person othP.r 
than the corrunissioner or the CO:Miission~r "s dP.signee shall not 
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release to another person, other than to the servicing insurer 

ot the policy or to the commisslone'r or the cor.mlssioner's 
designee, e~perienc~. payroll, loss data. expiration date of a 

policy, ot classification information without the prior 

written approval of the policy holder. A violation of this 
section shall be considered an unfair trade pcactice pursuant 

to chapter 5078. 
Sec. 14. Section S21C.2, subsection B, paragraph c, Code 

199J, is a~~nded to r@ad as follows: 

c. An undec~titing manager who, pursuant to contract, 

manag@s all or part of th~ reinsurance operations of the 
teinsurer, who is under common control with the reinsurer, 

subject to chapter 521A relating to the regulation of 
insuranc@ holding co~pany systems, and who ia not compensated 
based upon the volume of premiums written. 

Sec. 15. Section 521C.ll, Code 1993, is amended to read as 

follows: 
521C.ll PENALTIES AND LIABILITIES. 

1. A reinsurance intermediaryT-ii'Hltlff!l'y-&1'-l'l'!h'I!Utf~t' or 

t;?th~~-.P~~son found by the commissioner, after a heat inq 
condu~tP.d in accordance with chapter 17A, to be-t"-vtohttie" 

ef !'~ve .~o~ m~ter.~al.ly_ ~c;?_ITIJ?~jed_wBt~ a provision of this 
ch<tpt~r is subjPct to one or more of the follo~o~ing: 

a. Poe each sepatate violation, a civil penalty in an 
arr.ount not P.-xceedinq ten five thousand dollars. 

b. RP.-vocat ion or suspension of the lic~nse of the 

teinsutance int~r~ediary. 
eT--!f-a-vioietton-wes-ec~itted-by-t~e-r~t~~~ranee 

tnt~r~ediery;-ft-eivi•-aetio~-brott~ht-by-th~-eo~+~~ioner 

~~@kinq-re~~itutt~n-by-the-fetn~~ranee-tnt~rMedtary-to-the 

tn~~•er7-rein~~r~rr-l'ehabiti~etor,.-ef-itq~:~+dater-cE-th@ 

tn~arer-er-r~tn~~r~r-for-th~-n~t-lo~~e~-Tneaft'ed-by-the 

i"~al'er-or-reTn5ntter-attrib~tabi@-to-th@-victationT 

.!..f...J:~!? co!'M_!.!E_~~?.n_e:!· f __ inds t!)~_t such no~.f2~.P_l __ i.~£1c~ h~~ 

!~~-l..~!.!.-~.!."1-. ~-l_oss oc da~~9P to the- ins1.:1_rer or rci~~~tl?r, tt!_£ 

f:Q.I'"...!.'i_~_!_one! __ may brinq a q_ivil actiOLl_._<~:n behaH of the insurer 

• • 
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Q.!.......!..!!...!!..!!.~!J!_~_and the policy)}2!dets __ <!_~~--cr@ditors of th~ 

.!.~~~-r~.r --~~-!!.'!~-~-~!!._.!!..e.~-~~~_ recovery of compensa_!:_C?~.t 

damages for the benefit of the insurer or I.~~-1]~~£.~~-~----~nd the 
P2licyholdera and creditors of the -~..!..l._lre! __ C?.t rei~~~-r-~r. or 

~_kj._!lg__ other re!l_~_L2..!~ptopriate. 

~~rdl!r of rehabi lit: at ion O!._!...!.s.~.~~~~--has ~~!I. 

entered pursuant !2_Cha~r 507C, and the receiver appoint~~ 

~-~der the or~er determines that the reinsuranc~-~!1-~-~-!.!!'~.~U-~ 

or any other person has not materially complied with a 

prov ~ 5 ~ 9.:~_Q.! __ ~_1:1 ~.!L-~tl~.P!_e_!:._~.!lt!...!!uch noncompl i anc:=~ _ _!l_!!>_~su 1 ted 
in a loss or damage __ H)_~!_le insurer or reinsurer, the receiver 

~--bring a civi 1 action on b~half_£~ the insur@r_...£~.!.!--.i..~~~!-~!­

~!.1!-.~ .. f!CI..~~- recovery__ of dam~ a for the benefit of ~~~--insurer 

or rein9urer, or eeekinq other appropriate sanction or relief. 
2. A decision, determlnation, or order of the co~~issionet 

made or entered pursuant to subsection 1 is subject to 
judicial review pursuant to chapter 17A. 

3. This section does not affect the right of the 

commi~sioner to impose any other penalties provided in this 

subtitle. 

4. This chapter shall not in any mannP.r limit or rP.strict 
the rights of policyholders, claimants, creditors, or other 

third parti@s, or confer any rights to such pers()n!'>. 

Sec. 16. ~~~gC'riON. 5-210.1 TITLE. 
This chapter shall be known <tnd may bP. cir.Pd as t.hP 

"Disclosure of Material Transactions Act". 
Sec. 17. HEW SECTION. 5210.2 REPORT. ------
1. An insurer domiciled in this state shall file a report 

with thP. cort\missioner disclosing material rtcqu1sitions <\nr'l 
disposition~ of assets, or material nonrcnewals, 

canc~llations, or revisions of ceded r~in~urancP <\grPPments 
unless such acquisitions and dispositions of assets, or 

D.lterial nonrenewals, cancPllat:ions, or rf:!vi~ion~ of c:PdPd 

reinsurance a9reem~nts have been submitted to thP. comnissionet 
for review, approval, or inforl"ation purposes pursuant t:l) 

other provisions of this SllbtitlP. or pursuant to other 
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requirem~nts. The report shall be filed not later than 
fifteen days after the end of the calendar year in which the 

material acquisition or d1sposition of assets, or material 

nonrenewal, cancellation, or revision of ceded reinsurance 

agreements occurs. 
2. The insurer shall also file a copy of th& report 

required to be f1led with the commissioner pursuant to 
subsection 1, 1ncludinq any exhibits or other attachfflents 

filed as part of the report, w1th the national association of 
insurance co~mtssioners. 

l, 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, dP.terminefl that the interest of 
policyholders, shareholders, or the public will be served by 

the publication or disclosure of th~ report. in ...,hich event 
the commissioner may publish or disclose all or any part of 

the report as deemed appropriate. 
Notwithstandin~ this subsection, the commissioner or the 

national association of insurance commi.ssionE"rs may provide 
the rE"port to the insurance requlatory aqencies of other 

states. 
Sec. 18. N&W SEc··rroN. 5210. J RE:POR'T Of' !\CQUISI1'IOlJ At-'0 

OlSPOSITI<m Of ASSETS I:lE'ORMATIOtJ Rf:QUJRCO -- SCOPE. 

1. An acquisition or diuposit.ion of assPts nPed not be 

rPportE"d pursuant to section 521(),2 if the ac.qulsltlCln :H 
disposition is not material. F'or pucp0~('5 of t.hi~ c;h,lpt!~c, a 

material acqui5it.ion, or the aggreq~t~ of any series of 
re~ated acquisitions. or a di5po~ltion, or t.h(' aqqregate of 
any senPs of re-latP.d d1spositions, ducing any thirty-d<iy 

period, i~ one that is noncecurrinq, is ~ot in the ordinary 

• 
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course of busin~ss. and involves more than five percent of the 

reportlnq 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 eve'ry purchase, lease, exchanqe, merger, 

consolidation, stJccession, or other acquisition, other than 
the construction or development of real propecty by or foe the 

reporting insurer or the acquisition of materials for such 
purpose. for purposes of this chapter, an asset disposition 

includes evP.ry sale, l~as~, exchanqe, merqer, consolidation. 
moctgaqe, hypothecation, assignment, whether for the benefit 
of creditors of otherwise, abandonment, dP.~tcuction, or other 

disposition. 
3. A rP.port o( a material acquisition or disposition o( 

assets shalt include all of the followinq: 
a. Date of the tran~action. 

b. Kanner of the acquisition or disposition. 
c. De!lcrlpt.ion of th~ assets involved. 
d. Nature and amount of the consideration given or 

received. 
e. Purpose of, oc reason for, the transaction. 
f. Mannf!'r by wh lch t.h~ amount of cons idP.rat ion •.ta!> 

deternined. 
q. Gain or loss recoqniu.•d or r~aliz~d il!> ,, result ot the 

transaction. 
h. NamP.- or namP.s of t.hP per!';on or persons from whom the 

assets were acquirE"d or to whom th~y were disposed. 
4. An insurP.r I!' required to report mat~rial acquisitions 

.1nd dispositions on a nonconsolidatP.d ba~is unless the insurer 
is part of a consolidated group of in!<uren; whkh uti lites a 

pooling <H rangement. o1· one hundr cd percent. reinSlHc1:nce­
aqreen~nt that affects th& solvency and inteqcity of thP. 
1nsur~r'1> reserves, and such insurer c~d~d substantially all 
of its direct and assumPd hu!>ine5s to the pcol. An inRurer •s 

deemed to have ceded substantially .all of its direct and 

(/) 
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assumed business to a pool if the lnsurer has less than on~ 

million dollars total direct plus assum~d 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 poolinq arrangement represents less than five percent of 
the insurer's capital and surplus. 

Sec. 19. ~§_!!_g:_~_1'10~. S21D. 4 REPORT Of NONRENEWAt., 

CANCgLLATION, REVISION OF CEDED REINSURANCE AGREEME»TS -­

INFORHA710~ REOUIREO -- SCOPE. 

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

reinsurance agreement need not be reported pursuant to section 
S210.2 if the nonrenewal, cancellation, or revision is not 
material. ror purposes of this chapter, a material 

nonrenewal, cancellation, or revision of a ceded reinsurance 
aqreement is one that does the followlnq: 

a. Par 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 
filed statutory statement. 

b. Por life, annuity, and accident and health business, 

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 sub~ection l, a filing is not required 
if the insurer's ceded writ.ten 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 repres~nts, on .'ln annt1.1lir.ed basis, less than 
tPn percent of the statiJtory reserve requirement prior to any 
cession. 

J. A report required to be filed pursuant to this chapter 
is to be filed regardless of who has initiated the nonrenewal, 

cancellation, or revision of the ceded rein3urance agreement 
-..·hetu~ver one or more of the following conditions exist: 
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a. The entire cession has been canceled, nonrene-..·ed, 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 hot occurred. 

b. An authorized or accredited reinsurer has been replaced 

on an existinq cession by an unauthorized reinsurer. 
c. Collateral requirements previously established for 

unauthoriaed reinsurer9 have been reduced, 

Subject to the materiality criteria, for purposes of 
paragraphs "b" and "c", a report !Jhall be filed if the result 

ot 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 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 

appl ictlhle. 

5. Insurers are required to report all material 

nonrpn~\o'als, cancP.llat. ions, or revisions of ceded reinsura:1c~ 
agreements on a nonconsolidated basis unless the insurer is 

part of a !:'onsolidated group of lnsluer!.'. which utilizes an 
intercompany pooling agreeiT.ent or arranq~IT'ent or a one hundred 

percent. r~;>inSlHance aqrPP~ent undP.r vhich the cedi~g coMpany 

has ceded substanticllly one hundred percent of its direct and 
assumP.d business to a pool. An lnsurer is deemP.d to have 

ceded substantially one h11ndred percent of its direct and 
assumPd business t.o <l pool i( the insur~r has lP.~s t.han onP 

million dolldrs of total dire-ct plus assumed writt('n prern.iums 
durin9 a calendar yP~r that are not subject. to t.hP pooling 

agreern.P.nt or arranqement and the net inco~e 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, is effective January 

1, 1995. 
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