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A BILL FOR 

Act relating to the operation and regulation of certain 

i:1surance companies, miscellaneous provisions relating to 

small group health care coverage, and the elimination of 

cou11tersigning resident agent provisions. 

IT ENACTED BY 'rHE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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J Section l. NEW SECTION. 432.13 STATUTE OF LIMITATIONS. 

2 Within five years after the tax retur~ is filed or within 

3 five years after the tax return became due, whichever is 

4 later, the commissioner of insurance shall examine the return 

~ and determine the tax. An assessment or a claim for credit 

6 must be made within five calendar years after the annual tax 

7 Elling is made. For a five-year period preceding the current 

8 calendar year, a company may apply for a credit, or the 

9 commissioner may make an assessment, as appropriate. The 

10 period of examination and determination of the correct amount 

ll of tax is unlimited in the case of a false or fraudulent 

12 return made with the intent to evade tax or in the case of a 

13 failure to file a return. 

14 Sec. 2. Section 507C.32, Code 1997, is amended to read as 

l~ follows: 

16 507C.32 REINSURER'S LIABILITY. 

17 1. Notwithstanding a provision in the reinsurance contract 

18 or other agreement, the amount recoverable by the liquidator 

19 from reinsurers shall not be reduced as a result of 

20 delinquency proceedings. Payment made directly to an insured 

21 or other creditor shall not diminish the reinsurer's 

22 obligation to the insurer's estate except when ~he-~ein~~~anee 

23 eontrae~-~~ovided-for-direet-eove~age-of-a-na~ed-in~~red·-and 

24 the-payment-wa~-made-in-di~eharge-of-~hat-obtigation either of 

25 the following applies: 

26 a. The contract or other written agreement specifically 

27 provides for another payee of the reinsurance in the event of 

28 the insolvency of the ceding insurer. 

29 b. The assuming insurer, with the consent of the direct 

10 insured, has assumed the policy obligations of the ceding 

3 I insurer __ as direct obligations of the assuming insurer to the 

12 payees!!nder the policies and 1n substitution for the 

iJ obligations of the ceding insurer to the payees. 

3~ SPc. 3. Section 508.5, subsection 1, Code 1997, is amended 

15 to read as follows: 

-1-
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1 A stock life insurance company shall not be author1zed 

2 to transact business under this chapter with less than two 

3 five million fi~e-httndred-~hett~and dollars eapi~e~-~~oek-fttt±y 

4 paid-for-~n-eash-and-~wo-mittion-f±~e-httndred-~hoasend-det±ars 

~ of capital and surplus paid in cash or invested as provided by 

6 law. A stock life insurance company shall not increase its 

7 capital stock unless the amount of the increase is fully paid 

8 in cash. ~he-s~oek-she±t-be-di~ided-in~e-sheres-of-no~-tess 

9 than-ene-do±tar-per-~etae-eaeh~ A stock life insurance 

lO company authorized to do business in Iowa that undergoes a 

:1 change of control as defined under chapter 521A shall maintain 

i2 the minimum capital and surplus requirements mandated by this 

13 s<>ctlon. 

l'l Sec. 4. NEW SECTION. 508.31A FUNDING AGREEMENTS. 

LS l. A life insurance company organized under this chapter 

1 6 may issue funding agreements. The issuance of a funding 

17 agreement under this section lS deemed to be doing insurance 

18 business. for purposes of this section, "funding agreement" 

i9 means an agreement for an insurer to accept and accumulate 

70 funds and to make one or more payments at future dates in 

21 amounts that are not based on mortality or morbidity 

22 contingencies. A funding agreement does not constitute life 

2J insurance, an annuity, or other insurance authorized by 

24 section 508.29, and does not constitute a security as defined 

2S 1n section 502.102. 

26 2. a. Funding agreements may be issued to the following: 

27 (l) A person authorized by a state or foreign country to 

28 engage 'nan insurance business or a subsidiary of such 

29 business. 

10 (2) A person for the purpose of funding any of the 

3l following: 

J2 (a) Benefits under an employee benefit plan as defined in 

the federal Employee Retirement Income Security Act of 1974, 

?9 u.s.c. ~ 1001 et seq., maintained in the United States or 

35 1n a foreign country. 
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1 (b) 'Activities of an organization exempt ftom taxation 

2 pursuant to section SOle of the Internal Revenue Code, or any 

3 similar organization 

A program of 

in any foreign country. 

4 (c) the United States government, another 

5 state government or political subdivision of such state, or of 

6 a foreign country, or any agency or instrumentality of any 

7 such government, political subdivision, or foreign country. 

8 (d) An agreement providing for periodic payments in 

9 satisfaction of a claim. 

10 (e) A program of an institution which has assets in excess 

11 of twenty-five million dollars. 

12 b. A funding agreement shall be for a total amount of not 

13 less than one million dollars. 

14 c. An amount under a funding agreement shall not be 

l~ guaranteed or credited except upon reasonable assumptions as 

16 to investment income and expenses and on a basis equitable to 

17 all holders of funding agreements of a given class. Such 

18 funding agreements shall not provide for payments to or by the 

19 1nsurer based on mortality or morbidity contingencies. 

20 d. Amounts paid to the insurer pursuant to a funding 

21 agreement, and proceeds applied under optional modes of 

22 settlement, may be allocated by the insurer to one or more 

23 separate accounts pursuant to section 508A.l. 

24 3. A funding agreement is a class 3 claim under section 

25 S07C.42, subsection 3. 

26 4. The commissioner may adopt rules to implement funding 

27 agreements. 

28 Sec. 5. Section 508A.l, unnumbered paragraph 1, Code 1997, 

29 1s amended to read as follows: 

30 A domestic life insurance company organized under chapter 

11 508 may establish one or more separate accounts, and may 

32 allocate thereto to such accounts amounts, including without 

33 limitutlon proceeds applied under optional modes of settlement 

14 <>r under dividend options, to provide for life insurance or 

3S annuities, and benefits incidental thereto to such life 

-3-
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l insurance or annuities, payable in fixed or variable amounts 

2 or both, and may hold and accumulate funds pursuant to funding 

3 agreements, subject to the following: 

4 Sec. 6. Section 508C. 3, subsection 3, Code 1997, is 

5 amended by adding the following new paragraph: 

6 NEW PARAGRAPH. 1. A funding agreement under section 

7 508.31A. 

8 Sec. 7. Section 508C.5, subsection 13, Code 1997, is 

9 amended to read as follows: 

10 13. "Unallocated 

ll investment contract, 

annuity 

deposit 

contract'' means a guaranteed 

administration contract, 

i2 ttnalroeeted-fn~d±ng-eg~eeme~t 7 or any other annuity contract 

I] which is not issued to and owned by an individual, except to 

i4 the extent of any annuity benefits guaranteed to an individual 

l~ by an insurer under such a contract or certificate . 

16 

17 

Sec. 8. Section 5138.2, subsection 8, Code Supplement 

1997, is amended by adding the following new paragraph: 

! H 

19 

N£W PARAGRAPH. 1. A short-term limited duration policy. 

Sec. 9. Section Sl5.8, subsection 1, Code 1997, is amended 

70 to read as follows: 

2: l. An insurance company other than a life 1nsurance 

22 company shall not be incorporated to transact business upon 

23 the stock plan with less than two five million f±ve-"n~dred 

24 t"o~~ond dollars of capital and surplus, the entire amount of 

7S which shall be fully paid up in cash and invested as provided 

26 by law. An insurance company other than a life insurance 

2'1 company shall not increase its capital stock unless the amounr. 

7R of LhP increase 1s fully paid up in cash. ~he-stock-shell-be 

29 ci~~~cied-into-she~es-of-not-tess-then-one-doilor-eech• An 

:H; insurance company authorized to do business in Iowa that 

31 undergoes a change of control as defined under chapter 521A 

3/ shall maintain the minimum capital and surplus requirements 

33 mandated by this section. 

Sec. 1 o. Section Sl5E.7, Code 1997, 1s amended to read as 

3') follows: 

-~-
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1 ~15E.7 PURCHASING GROUPS EXEMPTIONS. 

2 A purchasing group which meets the criteria established 

3 under the federal Act is exempt from any law of this state 

4 relating to the creation of groups for the purchase of 

~ insurance, the prohibition of group purchasing, the 

6 ~otlnter~i9neture-req~irement-a~-pro~ieed-in-~eet±on~-5i5.~~ 

7 end-~ts.s~ 7 or any law that would discriminate against a 

8 purchasing group or its members. An insurer is exempt from 

9 any law of this state which prohibits providing, or offering 

10 to provide, to a purchasing group or its members advantages 

ll based on their loss and expense experience not afforded to 

12 other persons with respect to rates, po:icy forms, coverages, 

13 or other matters. A purchasing group is subject to all other 

14 applicable laws. 

15 Sec. 11. Sections 515.10, 515.22, 515.52 through 515.61, 

16 and 515E.6, Code 1997, 

17 

are repealed. 

EXPLANATION 

18 This bill amends provisions relating to the operation of 

19 insurance companies. 

20 The bill creates new Code section 432.13, which provides 

2.1 that the insurance commissioner must exam1ne the tax return of 

22 an insurance company for purposes of determining the tax 

23 within five years after the return is filed or within five 

21 years after the tax return became due, whichever is later. 

25 The bill provides that an assessment for tax or a claim for 

26 refund must be made within five calendar years after the 

27 annual tax filing is made. The bill also provides that a 

28 company may apply for a credit and the commissioner may make 

29 an assessment for the five-year period preceding the current 

30 calendar year. 

31 The bill amends Code section 507C.32 to provide that a 

37 reinsurer's obligation to the insurer's estate is not reduced 

J3 as a result of delinquency proceedings except when the 

]4 agreement provides for another payee of the reinsurance to 

3~ make payment or when an assuming insurer has assumed the 

-5-
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1 pol1cy obligations of the ceding insurer. 

2 Code section 508.5 is amended to provide that a stock life 

3 Insurance company must have $5,000,000 in capital and surplus 

' paid in cash or invested as permitted. Currently, such 

5 company must have $2,500,000 capital stock fully paid for in 

6 cash and $2,500,000 of surplus paid in cash or invested as 

1 perm1tted. 

8 The bill creates new Code section 508.31A which authorizes 

9 a life insurance company to issue funding agreements. A 

10 funding agreement is an agreement for an insurer to accept and 

11 accumulate funds and to make one or more payments at future 

17 dates in amounts that are not based on mortality or morbidity 

13 contir•gencies. The bill provides that such agreement is not 

14 l1fe insurance, but 1s deemed to be doing insurance business. 

:s The hill provides that a funding agreement may be issued to a 

lo person authorized by a state or foreign country to engage in 

17 an insurance business or a subsidiary of such business; or an 

18 indiv1dual for the purpose of funding benefits under an 

l~ employee benefit plan as defined in the federal Employee 

LO ~etirement Income Security Act of 1974, 29 u.s.c. § 1001 et 

21 seq .. maintained in the United States or in a foreign country, 

22 activ1ties of an organization exempt from taxation pursuant to 

23 § 50lc of the Internal Revenue Code, or any similar 

l4 organization in any foreign country, a program of the United 

25 States government, another state government or political 

26 subdivision of such state, or of a foreign country, or any 

21 agency or instrumentality of any such government, political 

28 s:;bdivis1on, or foreign country, an agreement providing for 

29 pc•,odic payments in satisfaction of a claim, or a program of 

30 ~n institution which has assets in excess of $25 million. 

11 Code section 508C.3 is amended to exclude the application 

32 of Code chapter 508C, Iowa life and health insurance guaranty 

33 ossociation, to a funding agreement established under Code 

14 section ~08.31A. 

3S Conforming amendments with respect to such funding 

-6-
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" agreements are made in Code sections 508A.l and 508C.5. 

2 Code section 5138.2 is amended to include a short-term 

3 limited duration policy in the definition of creditable 

4 coverage for purposes of small group health coverage. 

S Code section 515.8 is amended to provide that a stock 

6 insurance company, other than a stock life insurance company, 

7 must have $5,000,000 in capital and surplus paid in cash or 

8 invested as permitted. Currently, that section provides that 

9 such company must have $2,500,000 capital stock fully paid for 

10 in cash. 

ll Code section 515E.7 is amended to conform to the repeals of 

12 section 515.22 and sections 515.52 through 515.61 by this 

13 bill. 

14 Code section 515.10, providing that in addition to the 

15 required paid-up capital required in Code section 515.8, an 

16 insurance company other than a life insurance company must 

17 have $2,500,000 of surplus paid in cash or invested as 

18 permitted, is repealed. 

19 Code sections 515.22, 515.52 through 515.61, and 515E.6, 

20 relating to the participation, compensation, and duties of a 

21 resident countersigning agent required to be utilized by an 

22 1nsurance company issuing a policy or contract of insurance in 

23 this state, are repealed. 

24 

25 

26 

27 

28 

29 

30 

11 

]2 

33 

34 

35 
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SENATE FILE 2397 
S-5121 

l Amend Senate File 2397 as follows: 
2 1. Page 4, by inserting after line 33 the 
3 follm.;ing: 
4 "Sec. NEW SECTION. S 15.11.. 15B APPLICANTS 
5 UNABLE TO PROCURE INSURANCE THROUGH ORDINA.~Y 1-\ETHODf. 
6 An agreement among licensed insurers to offer 
i workers' compensation insurance for applicants unable 
8 to procure workers' compensation insurance through 
9 ordinary methods shall be administered by a rating 

10 organization licensed under this chapter." 
11 2. Page 5, by inserting after line 14 the 
12 following: 
13 "Sec. 
14 STATUTE. 

NEW SECTION. 516A.5 TOLLIN..; OF 

15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

Commencement of an action by an insured under a 
provision included in an automobile liability or motor 
vehicle liability insurance policy pursuant to section 
516A.l tolls the statute of limitations for purposes 
of the insurer's subrogated cause of action against a 
party, as defined in section 668.2. Section 668.8 is 
also applicable to an action commenced as described in 
this section." 

3. Title page, line 3, by inserting after the 
word "coverage," the following: "the ability of 
certain insurers to bring an action in certain 
instances,". 

4. By renumbering as necessary. 
By MICHAEL E. GRONSTAL 

~ S-5121 FILED MARCH 3, 1998 

0~ 0•1<>) 
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SENATE FILE 3.511 
BY COMMITTEE ON COYu~RCE 

(SUCCESSOR TO SSB 2187) 

(AS k~ENDED AND PASSED BY THE SENATE MARCH 5, 1998) 

- New Language by the Senate 

If-'~) 
Hou~e, Date 

q.3 
Passed Senate, Date ------------ Passed 

vote: Ayes ______ Nays Nays 

Approved 

A BILL FOR 

1 An Act relating to the operation and regulation of certain 

2 insurance companies, miscellaneous provisions relating to 

3 small group health care coverage, the ability of certain 

4 insurers to bring an action in certain instances, and the 

5 elimination of countersigning resident agent provisions. 

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

SENATE FILE 2397 
E-8718 

l Amend Senate File 2397, as amended, passed, and 
2 reprinted by the Senate, as follows: 
3 l. Page 5, by inserting after line 29 the 
4 following: 
5 "Sec. ___ Section 910.1, subsection 5, Code 
6 Supplement 1997, is amended to read as follows: 
7 5. "Victim" means a person who has suffered 
8 pecuniary damages as a result of the offender's 
9 criminal activities. However 7 -£or-pnrposes-ef-this 

10 ehapter,-an-insnrer-±s-not-a-vietim-and-does-not-have 
11 a-r±~ht-o£-snbrogation, The crime victim compensation 
12 program is not an insurer for purposes of this 
13 chapter, and the right of subrogation provided by 
14 sect1on 912.12 does not prohibit restitution to the 
15 crime victim compensation program." 
16 2. By renumbering as necessary. 

By W~NSTADT of Woodbury 
H-8718 FILED MARCH 25, 1998 WIP :3/3oh8 c p. j()70) 

mjjcc/26 
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1 Section 1. NEW SECTION. 432.13 STATUTE OF LIMITATIONS. 

2 Within five years after the tax return is filed or within 

3 five years after the tax return became due, whichever is 

4 later, the commissioner of insurance shall examine the return 

5 and determine the tax. An assessment or a claim for credit 

6 must be made within five calendar years after the annual tax 

7 filing is made. For a five-year period preceding the current 

8 calendar year, a company may apply for a credit, or the 

9 commissioner may make an assessment, as appropriate. The 

10 period of examination and determination of the correct amount 

11 of tax is unlimited in the case of a false or fraudulent 

12 return made with the intent to evade tax or in the case of a 

13 failure to file a return. 

14 Sec. 2. Section 507C.32, Code 1997, is amended to read as 

15 follows: 
16 507C.32 REINSURER'S LIABILITY. 

17 1. Notwithstanding a provision in the reinsurance contract 

18 or other agreement, the amount recoverable by the liquidator 

19 from reinsurers shall not be reduced as a result of 

20 delinquency proceedings. Payment made directly to an insured 

21 or other creditor shall not diminish the reinsurer's 
22 obligation to the insurer's estate except when the-reine~renee 

23 eontraet-~rovided-ror-direet-eovera~e-of-a-named-ine~red-and 
24 the-~ayment-was-made-in-dieeharge-or-that-ob%igation either of 
25 the following applies: 
26 a. The contract or other written agreement specifically 
27 provides for another payee of the reinsurance in the event of 
28 the insolvency of the ceding insurer. 

29 b. The assuming insurer, with the consent of the direct 

30 insured, has assumed the policy obligations of the ceding 
3l insurer as direct obligations of the assuming insurer to the 
32 payees under the policies and in substitution for the 

33 obligations of the ceding insurer to the payees. 
34 Sec. 3. Section 508.5, subsection 1, Code 1997, is amended 
35 to read as follows: 

-1-
• 



S.F. 2317 H.F. 

l 1. A stock life insurance company shall not be authorized 

2 to transact business under this chapter with less than ~~o 

3 five million £±ve-h~nd~ee-tho~sand dollars ea~±t~i-steek-f~ttr 

4 paid-fo~-in-eash-and-two-miii±on-£ive-h~ndred-thottsancl-doiia~s 

5 of caoital and surplus paid in cash or invested as provided by 

6 law. A stock life insurance company shall not increase its 

7 capital stock unless the amount of the increase is fully paid 

8 in cash. ~he-stoek-shaii-be-divided-into-sha~es-of-net-iess 

9 th~n-one-doiia~-~ar-vai~e-eaeh~ A stock life insurance 

10 company authorized to do business in Iowa that undergoes a 
11 change of control as defined under chapter 521A shall maintain 

12 the minimum capital and surplus requirements mandated by this 

13 section. 

14 Sec. 4. NEW SECTION. 508.31A FUNDING AGRE~~ENTS. 

15 1. A life insurance company organized under this chapter 

16 may issue funding agreements. The issuance of a funding 

17 agreement under this section is deemed to be doing insurance 

18 business. For purposes of this section, "funding agreement" 
19 means an agreement for an insurer to accept and accumulate 

20 funds and to make one or more payments at future dates in 

21 amounts that are not based on mortality or morbidity 

22 contingencies. A funding agreement does not constitute life 
23 insurance, an annuity, or other insurance authorized by 

24 section 508.29, and does not constitute a security as defined 

25 in section 502.102. 
26 2. a. Funding agreements may be issued to the following: 

27 (1) A person authorized by a state or foreign country to 
28 engage in an insurance business or a subsidiary of such 
29 business. 
30 (2) A person for the purpose of funding any of the 
31 following: 

32 (a) Benefits under an employee benefit plan as defined in 

33 the federal Employee Retirement Income Security Act of 1974, 

34 29 u.s.c. § 1001 et seq., maintained in the United States or 
35 in a foreign country. 
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1 (b) Activities of an organization exempt from taxation 
2 pursuant to section SOle of the Internal Revenue Code, or any 

3 similar organization in any foreign country. 

4 (c) A program of the United States government, another 

5 state government or political subdivision of such state, or of 

6 a foreign country, or any agency or instrumentality of any 

7 such government, political subdivision, or foreign country. 

8 (d) An agreement providing for periodic payments in 

9 satisfaction of a claim. 
10 

11 of 

12 

(e) A program of an institution which has assets in excess 

twenty-five million dollars. 
b. A funding agreement shall be for a total amount of not 

13 less than one million dollars. 

14 c. An amount under a funding agreement shall not be 

l.S guaranteed or credited except upon reasonable assumptions as 

16 to investment income and expenses and on a basis equitable to 
17 all holders of funding agreements of a given class. Such 
18 funding agreements shall not provide for payments to or by the 

19 insurer based on mortality or morbidity contingencies. 

20 d. Amounts paid to the insurer pursuant to a funding 
21 agreement, and proceeds applied under optional modes of 

22 settlement, may be allocated by the insurer to one or more 

23 separate accounts pursuant to section 508A.l. 

24 3. A funding agreement is a class 3 claim under section 
25 507C.42, subsection 3. 

26 4. The commissioner may adopt rules to implement funding 
27 agreements. 

28 Sec. 5. Section 508A.l, unnumbered paragraph 1, Code 1997, 
29 is amended to read as follows: 

30 A domestic life insurance company organized under chapter 
31 508 may establish one or more separate accounts, and may 

32 allocate thereto to such accounts amounts, including without 

33 limitation proceeds applied under optional modes of settlement 
34 or under dividend options, to provide for life insurance or 

35 annuities, and benefits incidental thereto to such life 

-3-
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l insurance or annuities, payable in fixed or variable amounts 

2 or both, and may hold and accumulate funds pursuant to fundinq 

3 agreements, subject to the following: 

4 Sec. 6. Section 508C.3, subsection 3, Code 1997, is 

5 amended by adding the following new paragraph: 

6 NEW PARAGRAPH. i. A funding agreement under section 

7 508.31A. 
8 Sec. 7. Section 508C.5, subsection 13, Code 1997, is 

9 amended to read as follows: 

10 13. "Unallocated annuity contract" means a guaranteed 

11 investment contract, deposit administration contract, 
12 tlftaiiocaeed-fnnding-a9reement, or any other annuity contract 

13 which is not issued to and owned by an individual, except to 

14 the extent of any annuity benefits guaranteed to an individual 

15 by an insurer under such a contract or certificate. 

16 Sec. 8. Section 5138.2, subsection 8, Code Supplement 

17 1997, is amended by adding the following new paragraph: 

18 NEW PARAGRAPH. 1. A short-term limited duration policy. 

19 Sec. 9. Section 515.8, subsection 1, Code 1997, is amended 

20 to read as follows: 
21 1. An insurance company other than a life insurance 

22 company shall not be incorporated to transact business upon 

23 the stock plan with less than ewo five million fi~e-"tlft6red 

24 enotl~aftd dollars of capital and surplus, the entire amount of 

25 which shall be fully paid up in cash and invested as provided 
26 by law. An insurance company other than a life insurance 
27 company shall not increase its capital stock unless the amount 

28 of the increase is fully paid up in cash. ~ne-~toe~-snaii-oe 

29 d~vided-into-3nare~-of-ftot-ie~s-tnan-ofte-doiiar-eaeh7 An 
30 insurance company authorized to do business in Iowa that 

31 undergoes a change of control as defined under chapter 521A 
32 shall maintain the minimum capital and surplus ~equirements 
33 mandated by this section. 

3 4 ,;;S;,;;e;,;;c;.;,·_;l.:;,O.;,. _Niii;EW~;;;iSi;iEii;iCi;iTi;iii;iOi;iN~.:.,_,;;5;_:1;,;;5;.,;A;,;, . .:,1;;,5;;,B...,.;A;,;;P;.;P;.;L;,;I;_;C;;A;:,N;,:T~S:.,.;;U;,:;N;;,;A;;;B;;;L;;;;E~TO 
35 PROC\JRE INSURANCE THROUGH ORDINARY METHODS. 
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1 ~agreement among licensed insurers to offer workers' 

2 compensation insurance for applicants unable to procure 

3 workers' compensation insurance through ordinary methods shall 

4 be administered by a rating organization licensed under this 

5 chapter. 
6 Sec. 11. Section 515E.7, Code 1997, is amended to read as 

7 follows: 

8 515E.7 PURCHASING GROUPS EXEMPTIONS. 
9 A purchasing group which meets the criteria established 

10 under the federal Act is exempt from any law of this state 

11 relating to the creation of groups for the purchase of 
12 insurance, the prohibition of group purchasing, the 

13 eottnters~~natttre-reqtt±rement-a~-~rov±ded-±n-~eet±ons-Si5~ii 

14 and-s:s~s~, or any law that would discriminate against a 

15 purchasing group or its members. An insurer is exempt from 

16 any law of this state which prohibits providing, or offering 

17 to provide, to a purchasing group or its members advantages 
18 based on their loss and expense experience not afforded to 
19 other persons with respect to rates, policy forms, coverages, 
20 or other matters. A purchasing group is subject to all other 

21 applicable laws. 
Sec. 12. 516A.5 TOLLING OF STATUTE. ,;/, 22 

'(f\.%..;'23 
24 

Commencement of an action by an insured under a provision 

included in an automobile liability or motor vehicle liability 
25 insurance policy pursuant to section 516A.l tolls the statute 
25 of limitations for purposes of the insurer's subrogated cause 

27 of action against a party, as defined in section 668.2. 
28 Section 668.8 is also applicable to an action commenced as 
29 described in this section. 

30 Sec. 13. Sections 515.10, 515.22, 515.52 through 515.61, 
31 and 515E.6, Code 1997, are repealed. 
32 

33 

34 

35 

-s-
SF 2397 

mj/cc/26 



• 

Passed Senate, Date 
Vote: Ayes ______ Nays 

Approved 

A BILL FOR 

SS (.3 ·~I f7 

SENATE/HOUSE FILE (§fiH.f:tYlii.. 
BY (PROPOSED DEPARTMENT OF 

COMMERCE/INSURANCE DIVISION 

BILL) 

Passed House, Date ------------
Vote: Ayes ______ Nays 

1 An Act relating to the operation and regulation of certain 
2 insurance companies, miscellaneous provisions relating to 

3 small group health care coverage, and the elimination of 
4 countersigning resident agent provisions • 

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

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

.22 
23 

TLSB 3654DP 77 
mj/sc/14 



S.P. ---- H.F. 

1 Section 1. Section 508.5, subsection 1, Code 1997, is 
2 amended to read as follows: 
3 1. A stock life insurance company shall not be authorized 

4 to transact business under this chapter with less than twe 

5 five million r~ve-htt~area-thettsa~d dollars ea~~ta%-steek-fttiiy 

6 ~a~d-rer-~~-eash-a~d-twe-miii~e~-five-htt~dred-thettsand-deiiars 

7 of capital and surplus paid in cash or invested as provided by 

8 law. A stock life insurance company shall not increase its 

9 capital stock unless the amount of the increase is fully paid 

10 in cash. The-steek-shaii-be-d~v~ded-inte-sharee-ef-net-iese 

11 than-ene-deiiar-~ar-vartte-eaeh~ A stock life insurance 
12 company authorized to do business in Iowa that undergoes a 

13 change of control as defined under chapter 521A shall maintain 

14 the minimum capital and surplus requirements mandated by this 

15 section. 

16 Sec. 2. Section 513B.2, subsection 8, Code Supplement 

17 1997, is amended by adding the following new paragraph: 

18 NEW PARAGRAPH. 1. A short-term limited duration policy. 

19 Sec. 3. Section 515.8, subsection 1, Code 1997, is amended 
20 to read as follows: 
21 1. An insurance company other than a life insurance 
22 company shall not be incorporated to transact business upon 

23 the stock plan with less than two ~ million five-htt~ared 

24 thettsand dollars of capital and surplus, the entire amount of 
25 which shall be fully paid up in cash and invested as provided 

26 by law. An insurance company other than a life insurance 

27 company shall not increase its capital stock unless the amount 
28 of the increase is fully-paid up in cash. !he-stoek-shaii-be 

29 divided-i~te-sharee-ef-net-iess-than-one-aeiiar-eaeh~ An 
30 insurance company authorized to do business in Iowa that 
31 undergoes a change of control as defined under chapter 521A 

32 shall maintain the minimum capi-tal and surplus requirements 

33 mandated by this section. 

34 Sec. 4. Section 515E.7, Code 1997, is amended to read as 
35 follows: 

-1-
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S.F. H.F. 

1 515E.7 PURCHASING GROUPS EXEMPTIONS. 
2 A purchasing group which meets the criteria established 
3 under the federal Act is exempt from any law of this state 
4 relating to the creation of groups for the purchase of 
5 insurance, the prohibition of group purchasing, the 
6 eo~~tersig~at~re-req~irement-as-provided-in-seetions-S%5.ii 

7 a~d-5i5.5i, or any law that would discriminate against a 
8 purchasing group or its members. An insurer is exempt from 

9 any law of this state which prohibits providing, or offering 
10 to provide, to a purchasing group or its members advantages 

11 based on their loss and expense experience not afforded to 
12 other persons with respect to rates, policy forms, coverages, 
13 or other matters. A purchasing group is subject to all other 
14 applicable laws. 
15 Sec. 5. Sections 515.10, 515.22, 515.52 through 515.61, 
16 and 515E.6, Code 1997, are repealed. 

17 EXPLANATION 
18 This bill amends provisions relating to the operation of 
19 insurance companies. 
20 Code section 508.5 is amended to provide that a stock life 
21 insurance company must have $5,000,000 in capital and surplus 
22 paid in cash or invested as permitted. Currently, such 
23 company must have $2,500,000 capital stock fully paid for in 
24 cash and $2,500,000 of surplus paid in cash or invested as 
25 permitted. 
26 Code section 513B.2 is amended to include a short-term 
27 limited duration policy in the definition of creditable 
28 coverage for purposes of small group health coverage. 
29 Code section 515.8 is amended to provide that a stock 
30 insurance company, other than a stock life insurance company, 
31 must have $5,000,000 in capital and surplus paid in cash or 
32 invested as permitted. Currently, that section provides that 
33 such company must have $2,500,000 capital stock fully paid for 
34 in cash. 
35 Code section 515E.7 is amended to conform to the repeals of 

-2-



1 section 515.22 and sections 515.52 through 515.61 by this 

2 bill. 
3 Code section 515.10, providing that in addition to the 

4 required paid-up capital required in Code section 515.8, an 

5 insurance company other than a life insurance company must 

6 have $2,500,000 of surplus paid in cash or invested as 

7 permitted, is repealed. 

8 Code sections 515.22, 515.52 through 515.61, and 515E.6, 

9 relating to the participation, compensation, and duties of a 

10 resident countersigning agent required to be utilized by an 

11 insurance company issuing a policy or contract of insurance in 

12 this state, are repealed. 

13 
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AN AC'l' 

SENATE fiLE 2397 

RELATING TO THE OPERA'l'ION AND R£GUJ,ATION OF CERTAIN 

INSURANCE COMPANIES, MISCEOLAllEOUS PROVISIONS RELATING 
TO SAALI, GHOUP HEAOTR CARE; COVERAGE, THE ABILITY OF 
CERTAIN INSURERS '1'0 BRING AN ACTION HI CERTAIN 

INSTANCES, AND THE ELIMINATION OF COUNTERSIGNING 
RESIDENT AGENT PROVISIONS. 

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

Section l. NEW SECTION. 432.13 STATUTE OF LIMITATIONS. 
Within five years after the tax return is filed or within 

five years after the tax return became due, whichever is 

later, the co~~iasi.oner of insurance shall examine the return 

and determine the tax. An asaeaament or a clalm !or credit 
must be made within five calendar years after the annual tax 
filing iB made. For a five-year period preceding the current 
calendar year, a company may apply for a credit, or the 
co~iasioner may make an asaeasMent, as appropriate. The 

period of exaninati.on and determination of the correct amount 

of tax 1s unlimited in the case of a false or fraudulent 
return ~ndc with the intent to evade tax or in the case of a 

failure to file a return. 
Sec. 2. Section 507C.32, Code 1997, is amended to read aa 

follo·~s: 

507C.32 REINSURBR'S LIABILITY, 

~ t:otwi thstanding a provision in the reinsurance contrAct 
or other agreement, the atr.ount recoverable by the liquidator 

from reinsurers shall not be reduced as a result of 
delinquency proceedings. P~:tment made directly to an insured 

or other creditor !hall not diminish the rei.nsur~r's 

obligation to the insurer's estate except ~hen ~he-~e~ne~ra~ee 

eont raet · ·pro wt died- for-d tree t- eove~a9~ -of- a-!'lal'l'led- in ~~~~e d-end 

• • 
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the -payll\ent -was-~ade-t"-di !feharqe-of -t:het:··obitc:~att ol\ either of 

the following applie&: 
a. The cgntract or other written agreement speclfically 

provides for another payee of the reinsurance in the event of 

the insolvency of the ceding insurer. 
b. The aaa~ming insurer, with the consent of the direct 

insured, has assumed the policy obligations of tho ceding 

insurer aa direct obligations of the assuming insurer to the 
payees under the policies and ln aubatitution for the 
obligations of the ceding insurer to the payees. 

sec. 3. section soe.s, subaectlon 1, code 1997, is amended 

to read as follows: 
1, A stock life insurance company shall not be authori~ed 

to transact business under this chapter with less than l:wo 

flY! million five-hund~~d-thousa~~ dollars capitei-stec~-fuliy 

p&~d-fc~-in-eeeh-enC-twc-~ii%tcn-fiwe-hu~dred-tho~sand-doliars 

of capital pnd surplus pai.d i.n cash or invested as provided by 

law. A stock life insurance co~pany shall not increase its 
capital stock unless the amount of the increase is fully pai.d 

in caeh. •he-stoek-ahali-be-dtvtded-~nto-s"eree-cf-not-les! 

than-one-do%iar-par-veiue-eaehT A atock life insurance 

company authorized to do business in Iowa that undergoes a 
ct~anga of control as defined under chapter S21A shall maintain 

the minimum capital and surplus requirel'lenta mandated by thh 

section. 
Sec. 4, N&W SECTION, 508.31A FUNDl~G AGREEMENTS. 
1. A life insurance company organized under this chapter 

may tasue funding a9reementa. The issuance of a fundinq 

agreement under this section i.s deemed to be doing insurance 
business. For purposea o! this aection, "fundlnq agreement" 

Reans an aqreement for an insur&r to accept and accumulate 
funds and to make one or more pay:nenta at future dates in 

amounts that are not based on nortality oc morbidity 
contingencies. A f1.1nding aqreernent does not constitute life 

insurance, an annuity, or other insurance authorized by 

en 
'T1 
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aection 508.29, and does not constit~te a security aB defined 
in section 502.102. 

2. a. Funding agreements may be issued to the following: 
(l) A person authorized by a state or foreign country to 

engage in an insurance business or a subsidiary of such 
business. 

(21 A person for the purpose of funding any of the 
follo.,.ing: 

(a) Benefits under an employee benefit plat\ as defined in 
the federal Employee Retirement lnco~e Security Act of 1974, 
29 u.s.c. S 1001 et seq., maintained in the United States or 
in a foreiqn country. 

(b) Activities of an orqanlzation exempt from taxation 
pursuant to section SOle of the Internal Revenue Code, or any 
slmilar organization in any foreign country. 

{c) A proqram of the United States government, another 
state 90vernment or political subdivision of such state, or of 
a foreign country, or any agency or instrumentality of any 
such government, political subdivision, or foreign country. 

ld) An agree~r.ent providin9 for periodic payments in 
satisfaction of a claim. 

le) A program of an institution which has asaets in excess 
of twenty-five nillion dollars. 

b. A fundin9 a9roement shall be for a total affiount of not 
lese than one million dollars. 

c. An amount under a fundinq a9roement shall not be 
guaranteed or credited except upon reasonable assumptions as 
to investment inco~e and expenses and on a basis equitable to 
all holders of funding agreements of a qiven class. Such 
fundin9 a9ree~ents shall not provide for payments to or by the 
insurer based on mortality or morbidity contin9enciea. 

d. Anounta paid to the insurer pursuant to a fundin9 
a9reement, and proceeds applied under optional rr,odes of 
set t lemont, m.ay be allocated by the insurer to one or !f.ore 
separate accounts pursuant to section 508A.l. 

• • 
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3. A funding aqreement is a class 3 clain under section 
507C.42, subsection 3. 

4. The conmiasioner may adopt rules to implement funding 
agreements. 

Sec. S. Section 508A.l, unnumbered paragraph 1, Code 1997, 
is amended to read as follows: 

A domestic life insurance company or9anized ~nder chapter 
SOB may establish one or more separate accounts, and may 
allocate thereto to such accounts amounts, including without 
limitation proceeds applied under optional modes of settlement 
or under dividend options, to provide for life insurance or 
annuities, and benefits incidental thereto to such life 
insurance or annuities, payable ln fixed or varlable amounts 
or both, and may hold and accumulate funda pursuant to funding 
agreements, subject to the following: 

Sec. 6, Section 508C.J, subsection 3, Code 1997, ls 
amended by adding the 

NEW PARAGRAPII, i. 

508.31A. 

following new paragraph: 
A fundin9 aqreement under section 

Sec. 7, Section S08C.S, subsection ll, Code 1997, is 

amended to read as follows: 
13. "Unallocated annuity CQntract" means a quaranteed 

investrent contract, deposit administration contract, 
anaiteeated-fttftdiftq-aqree~entT or any other annuity contract 
which is not iesued to and owned by an individual, except to 
the extent of any annuity benefits guaranteed to an individual 
by an inaurer under such a contract or certificate. 

Sec. 8. Section 5138.2, subsection 8, Code Supple~ent 
1997, is amended by addin9 the following new paragraph: 

NEN PARAGRAPH. 1. A short-ter~ limited duration policy. 
Sec. 9. Section 515.8, subsection 1, Code 1997, is amended 

to read as follows~ 

1. An insurance company other than a life insurance 
coMpany shall not be incorporated to transact business upon 
the stock plan with less than twe five million ftve-h~ndred 

• 
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thoQ&IIII\d dollars of capital and surplus, tne entire acr.ount of 

wh~ch Bhall be fully paid up in cash and invested as provided 

by law. An ingurance company other than a life insurance 
company &hall not increase ita capital stock unleae the arr.ounl 

of the increase ia fully paid up in cash. 7he-~toek-ahaii-be 

div~ded-t~te-aharea-of-not-leae-tnan-one-doliar-eaehT An 
insurance company authorized to do business in lowa that 

undergoes a change of control as defined under chapter 521A 
shall maintain the minimum capital and surplus requirenenta 

mandated by thla section, 
Sec. 10. NF.W SECTION. SlSA.lSB APPLICANTS UNABLE TO 

PROCURE: [NSURAUCE 'I'HROUGB ORDINARY HEl'HODS. 

An aqreenent amonq licensed inaurero to offer workero' 

compensation insurance for applicant& unable to procure 
workers' compensation insurance through ordinary nethods shall 

be administered by a rating organization licensed under thia 

chapter. 
Sec. 11. Section 515E.7, Code 1997, is a~ended to read as 

• • 
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Cor~.mcnce!"'lent of an action by an insured under a proviRlon 
included in an automobile liability or motor vehicle liability 

insurance poUcy pursuant to oection 5l6A.l tolls the statute 
of limitations for purposes of the insurer's subrogated cause 

of action against a party, as defined in aect1on 668.2. 

section 668.8 ie also applicable to an act1on co~menced as 

deacrlbed in this section. 
Sec. 13. Sections $15.10, 515.22, 515.~2 through 515.61, 

and 5158.6, Code 1997, are repealed. 

MARY E. KRAMER 
President of the Sonate 

aON J, CORBE-TT 

follo·,.. 6 : Speaker of the House 

5158.7 PURCHASING GROUPS EXEMPTIONS. 

A purchasing group which ~eets the criteria established 

under the federal Act is exempt frorn any law of this state 

relating to the creation of qroups for the purchase of 
insurance, the prohibition of group purcnaalng, the 
eottntetstg~atttYe-reqttire~ent-ae-pro•tded-in-seet~one-5l5Tii 

end-SiS-.5~ 7 or any law that would discrln\inate against a 

purchasing qroup or its member&. An insurer ia exempt from 
any law of this state which prohibits providinq, or offering 
to provide, to a purchasing group or its merabera advantages 

based on their lose and expense experience not afforded to 
other persons ~lth respect to rates, policy forms, coveraqea, 
or other matters. A purchasing group is subject to all other 

applicable laws. 
Sec, 12. ~E£!.!Q!~· Sl61\,5 TOLLHIG OF STATUTE. 

I hereby certify that th1e bill originated in the Senate and 

is known as Senate File 2397, SP.venty-fteventh General Assenbly. 

Approved ~ ~ 

TERRV E. BRANSTAO 

Governor 

··-

KARY PAT GUNDERSON 

secretary of the Senate 
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