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INSURANCE RATE REGULATION
1999 GENERAL SESSION
STATE OF UTAH
Sponsor: Gerry A. Adair

AN ACT RELATING TO INSURANCE; RECODIFYING RATE REGULATION PROVISIONS;
CLARIFYING PURPOSES OF CHAPTER; DEFINING TERMS; PROVIDING RULEMAKING
AUTHORITY; AMENDING PROVISIONS RELATED TO RATE STANDARDS; AMENDING
PROVISIONS RELATED TO RATE METHODS; AMENDING RATE FILING
REQUIREMENTS; AMENDING PROVISIONS FOR DISAPPROVAL OF RATES,
AMENDING PROVISION RELATED TO SPECIAL RESTRICTIONS ON INDIVIDUAL
INSURERS; ADDRESSING SPECIAL PROVISIONS FOR TITLE INSURERS; ADDRESSING
DIVIDEND AND PARTICIPATING PLANS; AMENDING FAULT PROVISION OF CERTAIN
PREMIUM INCREASES; ADDRESSING JOINT UNDERWRITING; PROVIDING FOR TIER
RATING; ADDRESSING THE RECORDING, REPORTING, AND SHARING OF
STATISTICAL AND RATE ADMINISTRATION INFORMATION; PROHIBITING CERTAIN
CONDUCT; ADDRESSING GRIEVANCE AND APPEAL PROCEDURES; AMENDING
PROVISIONS RELATED TO RATE SERVICE ORGANIZATIONS; SPECIFYING
PERMITTED AND PROHIBITED ACTIVITIES FOR RATE SERVICE ORGANIZATIONS;
PROVIDING FOR A DESIGNATED RATE SERVICE ORGANIZATION FOR WORKERS
COMPENSATION; PROVIDING FOR CERTAIN UNIFORM PLANS; ADDRESSING
COOPERATION; AND MAKING TECHNICAL CORRECTIONS.
This act affects sections of Utah Code Annotated 1953 as follows:
AMENDS:

31A-1-301, aslast amended by Chapters 13 and 329, Laws of Utah 1998

31A-2-308, as last amended by Chapter 293, Laws of Utah 1998

31A-6a-103, as enacted by Chapter 203, Laws of Utah 1992

31A-11-103, aslast amended by Chapter 204, Laws of Utah 1986
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31A-12-103, aslast amended by Chapter 212, Laws of Utah 1993

31A-33-107, as last amended by Chapter 107, Laws of Utah 1998

31A-33-111, as renumbered and amended by Chapter 240, Laws of Utah 1996

34A-2-202, as last amended by Chapters 112, 330 and renumbered and amended by
Chapter 375, Laws of Utah 1997

53-1-106, as last amended by Chapters 36 and 242, Laws of Utah 1996
ENACTS:

31A-19a-210, Utah Code Annotated 1953

31A-19a-213, Utah Code Annotated 1953

31A-19a-214, Utah Code Annotated 1953

31A-19a-215, Utah Code Annotated 1953

31A-19a-216, Utah Code Annotated 1953

31A-19a-306, Utah Code Annotated 1953

31A-19a-307, Utah Code Annotated 1953

31A-19a-308, Utah Code Annotated 1953

31A-19a-407, Utah Code Annotated 1953
RENUMBERS AND AMENDS:

31A-19a-101, (Renumbered from 31A-19-101, aslast amended by Chapter 204, Laws of
Utah 1986)

31A-19a-102, (Renumbered from 31A-19-102, as last amended by Chapter 204, Laws of
Utah 1986)

31A-19a-103, (Renumbered from 31A-19-103, as enacted by Chapter 242, Laws of Utah
1985)

31A-19a-201, (Renumbered from 31A-19-201, as enacted by Chapter 242, Laws of Utah
1985)

31A-19a-202, (Renumbered from 31A-19-202, as enacted by Chapter 242, Laws of Utah
1985)

31A-19a-203, (Renumbered from 31A-19-203, as last amended by Chapter 261, Laws of
Utah 1989)

31A-19a-204, (Renumbered from 31A-19-204, as enacted by Chapter 242, Laws of Utah
1985)
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31A-19a-205, (Renumbered from 31A-19-205, as enacted by Chapter 242, Laws of Utah
1985)

31A-19a-206, (Renumbered from 31A-19-207, as last amended by Chapter 74, Laws of
Utah 1991)

31A-19a-207, (Renumbered from 31A-19-206, as last amended by Chapter 204, Laws of
Utah 1986)

31A-19a-208, (Renumbered from 31A-19-208, as enacted by Chapter 242, Laws of Utah
1985)

31A-19a-209, (Renumbered from 31A-19-209, as enacted by Chapter 242, Laws of Utah
1985)

31A-19a-211, (Renumbered from 31A-19-210, as last amended by Chapter 234, Laws of
Utah 1993)

31A-19a-212, (Renumbered from 31A-19-211, as enacted by Chapter 359, Laws of Utah
1998)

31A-19a-217, (Renumbered from 31A-19-418, as enacted by Chapter 205, Laws of Utah
1992)

31A-19a-218, (Renumbered from 31A-19-419, as enacted by Chapter 205, Laws of Utah
1992)

31A-19a-301, (Renumbered from 31A-19-301, as enacted by Chapter 242, Laws of Utah
1985)

31A-19a-302, (Renumbered from 31A-19-302, as last amended by Chapter 10, Laws of
Utah 1988, Second Specia Session)

31A-19a-303, (Renumbered from 31A-19-303, as enacted by Chapter 242, Laws of Utah
1985)

31A-19a-304, (Renumbered from 31A-19-304, as last amended by Chapter 344, Laws of
Utah 1995)

31A-19a-305, (Renumbered from 31A-19-305, as last amended by Chapter 204, Laws of
Utah 1986)

31A-19a-309, (Renumbered from 31A-19-306, as enacted by Chapter 242, Laws of Utah
1985)

31A-19a-401, (Renumbered from 31A-19-401, as last amended by Chapter 91, Laws of
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Utah 1987)

31A-19a-402, (Renumbered from 31A-19-402, as last amended by Chapter 205, Laws of
Utah 1992)

31A-19a-403, (Renumbered from 31A-19-403, as repealed and reenacted by Chapter 205,
Laws of Utah 1992)

31A-19a-404, (Renumbered from 31A-19-407, as repealed and reenacted by Chapter 205,
Laws of Utah 1992)

31A-19a-405, (Renumbered from 31A-19-408, as repealed and reenacted by Chapter 205,
Laws of Utah 1992)

31A-19a-406, (Renumbered from 31A-19-414, as repealed and reenacted by Chapter 205,
Laws of Utah 1992)
REPEALS:

31A-19-404, as last amended by Chapter 205, Laws of Utah 1992

31A-19-405, as last amended by Chapter 185, Laws of Utah 1997

31A-19-406, as repealed and reenacted by Chapter 205, Laws of Utah 1992

31A-19-409, as enacted by Chapter 242, Laws of Utah 1985

31A-19-410, as repealed and reenacted by Chapter 205, Laws of Utah 1992

31A-19-411, as repealed and reenacted by Chapter 205, Laws of Utah 1992

31A-19-412, as repealed and reenacted by Chapter 205, Laws of Utah 1992

31A-19-413, as repealed and reenacted by Chapter 205, Laws of Utah 1992

31A-19-415, as repealed and reenacted by Chapter 205, Laws of Utah 1992

31A-19-416, as enacted by Chapter 205, Laws of Utah 1992

31A-19-417, as enacted by Chapter 205, Laws of Utah 1992

31A-19-420, as enacted by Chapter 205, Laws of Utah 1992
Be it enacted by the Legidlature of the state of Utah:

Section 1. Section 31A-1-301 is amended to read:

31A-1-301. Definitions.

Asused in thistitle, unless otherwise specified:

(0.5) "Administrator" is defined in Subsection (77).

(1) "Adult" means anatural person who has attained the age of at |east 18 years.

(2) "Affiliate" means any person who controls, is controlled by, or is under common
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121 control with, another person. A corporation is an affiliate of another corporation, regardless of
122  ownership, if substantially the same group of natural persons manages the corporations.

123 (3) "Alieninsurer" means an insurer domiciled outside the United States.

124 (4) "Annuities’ means all agreements to make periodical payments for a period certain or
125  over thelifetime of one or more natural personsif the making or continuance of all or some of the
126  series of the payments, or the amount of the payment, is dependent upon the continuance of human
127  life

128 (5) "Articles' or "articles of incorporation” means the origina articles, specia laws,

129 charters, amendments, restated articles, articles of merger or consolidation, trust instruments, and
130 other constitutive documents for trusts and other entities that are not corporations, and

131 amendmentsto any of these. Refer also to "bylaws" in this section and Section 31A-5-203.

132 (6) "Bail bond insurance" means a guarantee that a person will attend court when required,
133  or will obey the orders or judgment of the court, as a condition to the release of that person from
134  confinement.

135 (7) "Binder" isdefined in Section 31A-21-102.

136 (8) "Board," "board of trustees," or "board of directors’ means the group of persons with
137  responsibility over, or management of, a corporation, however designated. Refer also to "trustee”
138 inthissection.

139 (9) "Business of insurance" is defined in Subsection (44).

140 (10) "Business plan" means the information required to be supplied to the commissioner
141  under Subsections 31A-5-204(2)(i) and (j), including the information required when these

142  subsections are applicable by reference under Section 31A-7-201, Section 31A-8-205, or

143  Subsection 31A-9-205(2).

144 (11) "Bylaws' means the rules adopted for the regulation or management of a corporation's
145  affairs, however designated. It includes comparable rulesfor trusts and other entities that are not
146  corporations. Refer also to "articles’ and Section 31A-5-203.

147 (12) "Casualty insurance" means liability insurance as defined in Subsection (50).
148 (13) "Certificate" means the evidence of insurance given to an insured under a group
149  policy.

150 (14) "Certificate of authority" isincluded within the term "license.”

151 (14.5) "Claim," unless the context otherwise requires, means a request or demand on an
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insurer for payment of benefits according to the terms of an insurance policy.

(14.6) "Claims-made coverage' means any insurance contract or provision limiting
coverage under apolicy insuring against lega liability to claims that are first made against the
insured while the policy isin force.

(15) "Commissioner” or "commissioner of insurance" means Utah's insurance
commissioner. Where appropriate, these terms apply to the equivalent supervisory official of
another jurisdiction.

(16) "Control," "controlling,” "controlled," or "under common control” means the direct
or indirect possession of the power to direct or cause the direction of the management and policies
of aperson. This control may be by contract, by common management, through the ownership of
voting securities, or otherwise. Thereis no presumption that an individual holding an official
position with another person controls that person solely by reason of the position. A person having
acontract or arrangement giving control is considered to have control despite the illegality or
invalidity of the contract or arrangement. There is a rebuttable presumption of control in a person
who directly or indirectly owns, controls, holds with the power to vote, or holds proxiesto vote
10% or more of the voting securities of another person. Refer also to "affiliate” in this section.

(17) (@) "Corporation" means insurance corporation, except where referring under Chapter
23, Insurance Marketing - Licensing Agents, Brokers [and], Consultants, and Reinsurance
Intermediaries, and Chapter 26, Insurance Adjusters, to corporations doing business as insurance
agents, brokers, consultants, or adjusters, or where referring under Chapter 16, Insurance Holding
Companies, to anoninsurer which is part of a holding company system.

(b) "Stock corporation” means stock insurance corporation.

(c) "Mutua" or "mutual corporation” means mutual insurance corporation.

(18) "Credit disability insurance" means insurance on a debtor to provide indemnity for
payments coming due on a specific loan or other credit transaction while the debtor is disabled.
Refer also to Subsection 31A-22-802(1).

(19) "Credit insurance" means surety insurance under which mortgagees and other
creditors are indemnified against losses caused by the default of debtors.

(20) "Credit life insurance" means insurance on the life of a debtor in connection with a
loan or other credit transaction. Refer also to Subsection 31A-22-802(2).

(21) "Creditor" means a person, including an insured, having any claim, whether matured,
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unmatured, liquidated, unliquidated, secured, unsecured, absolute, fixed, or contingent.

(22) "Deemer clause" means a provision under thistitle under which upon the occurrence
of a condition precedent, the commissioner is deemed to have taken a specific action. If the statute
so provides, the condition precedent may be the commissioner's failure to take a specific action.
Refer also to Section 31A-2-302.

(23) "Degree of relationship™ means the number of steps between two persons determined
by counting the generations separating one person from a common ancestor and then counting the
generations to the other person.

(24) "Department” means the Insurance Department.

(25) "Director" means a member of the board of directors of a corporation.

(26) "Disahbility insurance" means insurance written to indemnify for losses and expenses
resulting from accident or sickness, to provide payments to replace income lost from accident or
sickness, and to pay for services resulting directly from accident or sickness, including medical,
surgical, hospital, and other ancillary expenses.

(27) "Domestic insurer" means an insurer organized under the laws of this state.

(28) "Domiciliary state" means the state in which an insurer is incorporated or organized
or, in the case of an dien insurer, the state of entry into the United States.

(29) "Employee benefits’ means one or more benefits or services provided employees or
their dependents.

(30) "Employee welfare fund" means afund established or maintained by one or more
employers, one or more labor organizations, or a combination of employers and labor
organizations, whether directly or through trustees. Thisfund is to provide employee benefits paid
or contracted to be paid, other than income from investments of the fund, by or on behalf of an
employer doing businessin this state or for the benefit of any person employed in this state. It
includes plans funded or subsidized by user fees or tax revenues.

(31) "Excludes' is not exhaustive and does not mean that other things are not also
excluded. Theitemslisted are representative examples for use in interpretation of thistitle.

(31.5) "Fidelity insurance" means insurance guaranteeing the fidelity of persons holding
positions of public or private trust.

(31.7) "First party insurance" means an insurance policy or contract in which the insurer
agrees to pay claims submitted to it by the insured for the insured's |osses.
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(32) "Foreign insurer” means an insurer domiciled outside of this state, including an alien
insurer.

(33) "Form" means apolicy, certificate, or application prepared for general use. It does
not include one specialy prepared for usein an individua case. Refer aso to "policy” in this
section.

(34) "Franchise insurance" means individual insurance policies provided through a mass
marketing arrangement involving a defined class of persons related in some way other than through
the purchase of insurance.

(35) "Health care insurance” or "health insurance” means disability insurance providing
benefits solely of medical, surgical, hospital, or other ancillary services or payment of medical,
surgical, hospital, or other ancillary expensesincurred. "Health care insurance” or "health
insurance" does not include disability insurance providing benefits for:

(@) replacement of income,

(b) short-term accident;

(o) fixed indemnity;

(d) credit disability;

() supplementsto liability;

(f) workers compensation;

(g) automobile medica payment;

(h) no-fault automobile;

(i) equivalent sdlf-insurance; or

() any type of disability insurance coverage that is a part of or attached to another type of
policy.

(35.5) "Indemnity" means the payment of an amount to offset al or part of an insured loss.

(36) "Independent adjuster" means an insurance adjuster required to be licensed under
Section 31A-26-201 who engages in insurance adjusting as a representative of insurers. Refer also
to Section 31A-26-102.

(37) "Independently procured insurance" means insurance procured under Section
31A-15-104.

(37.5) "Individua" means a natural person.

(38) "Inland marine insurance” includes insurance covering:
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(@) property intransit on or over land;

(b) property in transit over water by means other than boat or ship;

(c) baileeliability;

(d) fixed transportation property such as bridges, electric transmission systems, radio and
television transmission towers and tunnels; and

(e) personal and commercia property floaters.

(39) "Insolvency" means that:

(@) aninsurer is unable to pay its debts or meet its obligations as they mature;

(b) aninsurer'stotal adjusted capita isless than the insurer's mandatory control level RBC
under Subsection 31A-17-601(7)(c); or

(c) aninsurer is determined to be hazardous under thistitle.

(40) "Insurance' means any arrangement, contract, or plan for the transfer of arisk or risks
from one or more persons to one or more other persons, or any arrangement, contract, or plan for
the distribution of arisk or risks among a group of persons that includes the person seeking to
distribute hisrisk. "Insurance" includes:

(a) risk distributing arrangements providing for compensation or replacement for damages
or loss through the provision of services or benefits in kind;

(b) contracts of guaranty or suretyship entered into by the guarantor or surety as a business
and not as merely incidental to a business transaction; and

(c) plansin which the risk does not rest upon the person who makes the arrangements, but
with a class of persons who have agreed to shareit.

(41) "Insurance adjuster" means a person who directs the investigation, negotiation, or
settlement of a claim under an insurance policy other than life insurance or an annuity, on behalf
of an insurer, policyholder, or a claimant under an insurance policy. Refer also to Section
31A-26-102.

(41.5) "Interinsurance exchange” is defined in Subsection (69).

(42) "Insurance agent” or "agent" means a person who represents insurers in soliciting,
negotiating, or placing insurance. Refer to Subsection 31A-23-102(2) for exceptions to this
definition.

(43) "Insurance broker" or "broker" means a person who acts in procuring insurance on
behalf of an applicant for insurance or an insured, and does not act on behalf of the insurer except
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by collecting premiums or performing other ministerial acts. Refer to Subsection 31A-23-102(2)
for exceptions to this definition.

(44) "Insurance business' or "business of insurance” includes:

(a) providing health care insurance, as defined in Subsection (35), by organizations that
are or should be licensed under thistitle;

(b) providing benefits to employees in the event of contingencies not within the control
of the employees, in which the employees are entitled to the benefits as aright, which benefits may
be provided either by single employers or by multiple employer groups through trusts, associations,
or other entities,

(c) providing annuities, including those issued in return for gifts, except those provided
by persons specified in Subsections 31A-22-1305(2) and (3);

(d) providing the characteristic services of motor clubs as outlined in Subsection (56);

(e) providing other persons with insurance as defined in Subsection (40);

(f) making as insurer, guarantor, or surety, or proposing to make as insurer, guarantor, or
surety, any contract or policy of title insurance;

(g) transacting or proposing to transact any phase of title insurance, including solicitation,
negotiation preliminary to execution, execution of a contract of title insurance, insuring, and
transacting matters subsequent to the execution of the contract and arising out of it, including
reinsurance; and

(h) doing, or proposing to do, any business in substance equivalent to Subsections (44)(a)
through (g) in amanner designed to evade the provisions of thistitle.

(45) "Insurance consultant” or "consultant” means a person who advises other persons
about insurance needs and coverages, is compensated by the person advised on abasis not directly
related to the insurance placed, and is not compensated directly or indirectly by an insurer, agent,
or broker for advice given. Refer to Subsection 31A-23-102(2) for exceptions to this definition.

(46) "Insurance holding company system" means a group of two or more affiliated persons,
at least one of whom is an insurer.

(47) "Insured" means a person to whom or for whose benefit an insurer makes a promise
in an insurance policy. The term includes policyholders, subscribers, members, and beneficiaries.
This definition applies only to the provisions of this title and does not define the meaning of this
word as used in insurance policies or certificates.
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(48) () "Insurer" means any person doing an insurance business as a principal, including
fraterna benefit societies, issuers of gift annuities other than those specified in Subsections
31A-22-1305(2) and (3), motor clubs, employee welfare plans, and any person purporting or
intending to do an insurance business as a principal on his own account. It does not include a
governmental entity, as defined in Section 63-30-2, to the extent it is engaged in the activities
described in Section 31A-12-107.

(b) "Admitted insurer” is defined in Subsection (80)(b).

(o) "Alien insurer is defined in Subsection (3).

(d) "Authorized insurer” is defined in Subsection (80)(b).

(e) "Domestic insurer” is defined in Subsection (27).

(f) "Foreigninsurer” is defined in Subsection (32).

(9) "Nonadmitted insurer” is defined in Subsection (80)(a).

(h) "Unauthorized insurer" is defined in Subsection (80)(a).

(49) "Legd expense insurance" means insurance written to indemnify or pay for specified
legal expenses. It includes arrangements that create reasonabl e expectations of enforceable rights,
but it does not include the provision of, or reimbursement for, legal servicesincidental to other
insurance coverages. Refer to Section 31A-1-103 for alist of exemptions.

(50) (& "Liahility insurance" means insurance againgt liability:

(i) for death, injury, or disability of any human being, or for damage to property, exclusive
of the coverages under Subsection (53) for medical malpractice insurance, Subsection (66) for
professiond liability insurance, and Subsection (83) for workers compensation insurance;

(i) for medical, hospital, surgical, and funeral benefits to persons other than the insured
who are injured, irrespective of lega liability of the insured, when issued with or supplemental to
insurance against lega liability for the death, injury, or disability of human beings, exclusive of
the coverages under Subsection (53) for medical malpractice insurance, Subsection (66) for
professiond liability insurance, and Subsection (83) for workers compensation insurance;

(i) for loss or damage to property resulting from accidents to or explosions of boilers,
pipes, pressure containers, machinery, or apparatus,

(iv) for lossor damage to any property caused by the breakage or leakage of sprinklers,
water pipes and containers, or by water entering through leaks or openings in buildings; or

(v) for other loss or damage properly the subject of insurance not within any other kind
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or kinds of insurance as defined in this chapter, if such insurance is not contrary to law or public
policy.

(b) "Liability insurance" includes vehicle liability insurance as defined in Subsection (81),
residential dwelling liability insurance as defined in Subsection (70.3), and aso includes making
inspection of, and issuing certificates of inspection upon, elevators, boilers, machinery, and
apparatus of any kind when done in connection with insurance on them.

(51) "License" means the authorization issued by the insurance commissioner under this
title to engage in some activity that is part of or related to the insurance business. It includes
certificates of authority issued to insurers.

(52) "Lifeinsurance" meansinsurance on human lives and insurances pertaining to or
connected with human life. The business of life insurance includes granting annuity benefits,
granting endowment benefits, granting additional benefitsin the event of death by accident or
accidental means, granting additional benefits in the event of the total and permanent disability of
the insured, and providing optional methods of settlement of proceeds.

(53) "Medica malpractice insurance’ means insurance against legal liability incident to
the practice and provision of medical services other than the practice and provision of dental
Services.

(54) "Member" means a person having membership rights in an insurance corporation.
Refer also to "insured” in Subsection (47).

(55) "Minimum capital" or "minimum required capital” means the capital that must be
constantly maintained by a stock insurance corporation as required by statute. Refer also to
"permanent surplus’ under Subsection (76)(a) and Sections 31A-5-211, 31A-8-209, and
31A-9-209.

(56) "Motor club" means a person licensed under Chapter 5, Domestic Stock and Mutual
Insurance Corporations, Chapter 11, Motor Clubs, or Chapter 14, Foreign Insurers, that promises
for an advance consideration to provide legal services under Subsection 31A-11-102(1)(b), bail
services under Subsection 31A-11-102(1)(c), trip reimbursement, towing services, emergency road
services, stolen automobile services, a combination of these services, or any other services given
in Subsections 31A-11-102(1)(b) through (f) for a stated period of time.

(57) "Mutua" means mutual insurance corporation.

(57.5) "Nonparticipating” means a plan of insurance under which the insured is not entitled
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to receive dividends representing shares of the surplus of the insurer.

(58) "Ocean marine insurance" means insurance against loss of or damage to:

(@ shipsor hulls of ships;

(b) goods, freight, cargoes, merchandise, effects, disbursements, profits, moneys,
securities, choses in action, evidences of debt, valuable papers, bottomry, respondentia interests,
or other cargoes in or awaiting transit over the oceans or inland waterways,

(c) earnings such as freight, passage money, commissions, or profits derived from
transporting goods or people upon or across the oceans or inland waterways; or

(d) avessdl owner or operator as aresult of liability to employees, passengers, bailors,
owners of other vessels, owners of fixed objects, customs or other authorities, or other personsin
connection with maritime activity.

(59) "Order" means an order of the commissioner.

(59.5) "Participating” means a plan of insurance under which the insured is entitled to
receive dividends representing shares of the surplus of the insurer.

(60) "Person” includes an individual, partnership, corporation, incorporated or
unincorporated association, joint stock company, trust, reciprocal, syndicate, or any similar entity
or combination of entities acting in concert.

(61) (a) "Policy" means any document, including attached endorsements and riders,
purporting to be an enforceable contract, which memorializes in writing some or al of the terms
of an insurance contract. Service contracts issued by motor clubs under Chapter 11, Motor Clubs,
and by corporations licensed under Chapter 7, Nonprofit Health Service Insurance Corporations,
or Chapter 8, Health Maintenance Organizations and Limited Health Plans, are policies. A
certificate under a group insurance contract is not apolicy. A document which does not purport
to have legal effect is not a policy.

(b) "Group insurance policy” means a policy covering a group of persons that isissued to
a policyholder on behalf of the group, for the benefit of group members who are selected under
procedures defined in the policy or in agreements which are collateral to the policy. This type of
policy may, but is not required to, include members of the policyholder's family or dependents.

(c) "Blanket insurance policy” means a group policy covering classes of persons without
individual underwriting, where the persons insured are determined by definition of the class with
or without designating the persons covered.
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(62) "Policyholder" means the person who controls a policy, binder, or oral contract by
ownership, premium payment, or otherwise. Refer aso to "insured” in Subsection (47).

(63) "Premium" means the monetary consideration for an insurance policy, and includes
assessments, membership fees, required contributions, or monetary consideration, however
designated. Consideration paid to third party administrators for their servicesis not "premium,”
though amounts paid by third party administrators to insurers for insurance on the risks
administered by the third party administrators are "premium."

(64) "Principal officers’ of a corporation means the officers designated under Subsection
31A-5-203(3).

(65) "Proceedings' includes actions and special statutory proceedings.

(66) "Professional liability insurance" means insurance against legal liability incident to
the practice of a profession and provision of any professional services.

(67) "Property insurance' means insurance against loss or damage to real or persona
property of every kind and any interest in that property, from all hazards or causes, and against loss
consequentia upon the loss or damage including vehicle comprehensive and vehicle physica
damage coverages, but excluding inland marine insurance and ocean marine insurance as defined
under Subsections (38) and (58).

(67.5) "Public agency insurance mutua” means any entity formed by joint venture or
interlocal cooperation agreement by two or more political subdivisions or public agencies of the
state for the purpose of providing insurance coverage for the political subdivisions or public
agencies. Any public agency insurance mutual created under thistitle and Title 11, Chapter 13,
Interlocal Cooperation Act, is considered to be a governmental entity and political subdivision of
the state with al of the rights, privileges, and immunities of a governmental entity or political
subdivision of the state.

(68) (@) Except as provided in Subsection (68)(b), "rate service organization" means any
person who assists insurers in rate making or filing by:

(i) collecting, compiling, and furnishing loss or expense statistics;

(i) recommending, making, or filing rates or supplementary rate information; or

(iii) advising about rate questions, except as an attorney giving lega advice. [Referaso
to-Subsection-31A=19-102(2)]

(b) "Rate service organization" does not mean an employee of an insurer, asingle insurer



01-29-99 3:17 PM H.B. 269

431  or group of insurers under common control, ajoint underwriting group, or a natural person serving
432 asanactuaria or legal consultant.

433 (69) "Reciprocal" or "interinsurance exchange" means any unincorporated association of
434  persons operating through an attorney-in-fact common to all of them and exchanging insurance
435  contracts with one another that provide insurance coverage on each other.

436 (70) "Reinsurance" means an insurance transaction where an insurer, for consideration,
437  transfers any portion of therisk it has assumed to another insurer. In referring to reinsurance
438 transactions, thistitle sometimes refersto the insurer transferring the risk as the "ceding insurer,”
439  and to the insurer assuming the risk as the "assuming insurer” or the "assuming reinsurer.”

440 (70.3) "Residential dwelling liability insurance" means insurance against liability resulting
441  from or incident to the ownership, maintenance, or use of aresidential dwelling that is a detached
442  single family residence or multifamily residence up to four units.

443 (71) "Retrocession” means reinsurance with another insurer of aliability assumed under
444  areinsurance contract. A reinsurer "retrocedes’ when it reinsures with another insurer part of a
445  liability assumed under a reinsurance contract.

446 (72) (@) "Security" means any:

447 (i) note;

448 (i) stock;

449 (iii) bond;

450 (iv) debenture;

451 (v) evidence of indebtedness;

452 (vi) certificate of interest or participation in any profit-sharing agreement;
453 (vii) collatera-trust certificate;

454 (viii) preorganization certificate or subscription;

455 (ix) transferable share;

456 (x) investment contract;

457 (xi) voting trust certificate;

458 (xii) certificate of deposit for a security;

459 (xiii) certificate of interest of participation in an oil, gas, or mining title or lease or in

460 payments out of production under such atitle or lease;
461 (xiv) commaodity contract or commodity option;
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(xv) any certificate of interest or participation in, temporary or interim certificate for,
receipt for, guarantee of, or warrant or right to subscribe to or purchase any of the items listed in
Subsections (72)(a)(i) through (xiv); or

(xvi) any other interest or instrument commonly known as a security.

(b) "Security" does not include:

(1) any insurance or endowment policy or annuity contract under which an insurance
company promises to pay money in a specific lump sum or periodicaly for life or some other
specified period; or

(i) aburial certificate or buria contract.

(73) "Self-insurance’ means any arrangement under which a person provides for spreading
its own risks by a systematic plan.

() Except as provided in this subsection, self-insurance does not include an arrangement
under which a number of persons spread their risks among themselves.

(b) Self-insurance does include an arrangement by which a governmental entity, as defined
in Section 63-30-2, undertakes to indemnify its employees for liability arising out of the
employees employment.

(c) Sdf-insurance does include an arrangement by which a person with a managed
program of self-insurance and risk management undertakes to indemnify its affiliates, subsidiaries,
directors, officers, or employees for liability or risk which is related to the relationship or
employment. Self-insurance does not include any arrangement with independent contractors.

(74) (@) "Subsidiary" of a person means an affiliate controlled by that person either directly
or indirectly through one or more affiliates or intermediaries.

(b) "Wholly owned subsidiary” of aperson isasubsidiary of which al of the voting shares
are owned by that person either alone or with its affiliates, except for the minimum number of
shares the law of the subsidiary's domicile requires to be owned by directors or others.

(75) Subject to Subsection (40)(b), "surety insurance” includes:

(8) aguarantee against loss or damage resulting from failure of principals to pay or
perform their obligations to a creditor or other obligee;

(b) bail bond insurance; and

(c) fiddity insurance.

(76) () "Surplus’ means the excess of assets over the sum of paid-in capital and liabilities.
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(b) "Permanent surplus’ means the surplus of a mutual insurer that has been designated
by the insurer as permanent. Sections 31A-5-211, 31A-7-201, 31A-8-209, 31A-9-209, and
31A-14-209 require that mutuals doing business in this state maintain specified minimum levels
of permanent surplus. Except for assessable mutuals, the minimum permanent surplus requirement
is essentially the same as the minimum required capital requirement that applies to stock insurers.
Refer also to Subsection (55) on "minimum capital .”

(c) "Excesssurplus’ means:

(i) for lifeor disability insurers, as defined in Subsection 31A-17-601(3), and property and
casualty insurers, as defined in Subsection 31A-17-601(4), the lesser of:

(A) that amount of an insurer's total adjusted capital, as defined in Subsection (78.5), that
exceeds the product of 2.5 and the sum of the insurer's minimum capital or permanent surplus
required under Section 31A-5-211, 31A-9-209, or 31A-14-205; or

(B) that amount of an insurer's total adjusted capital, as defined in Subsection (78.5), that
exceeds the product of 3.0 and the authorized control level RBC as defined in Subsection
31A-17-601(7)(a); and

(i) for monoline mortgage guaranty insurers, financial guaranty insurers, and title insurers,
that amount of an insurer's paid-in-capital and surplus that exceeds the product of 1.5 and the
insurer's total adjusted capital required by Subsection 31A-17-609(1).

(77) "Third party administrator” or "administrator" means any person who collects charges
or premiums from, or who, for consideration, adjusts or settles claims of residents of the state in
connection with life or disability insurance coverage, annuities, or service insurance coverage,
except:

(& aunion on behalf of its members;

(b) aperson exempt as atrust under Section 514 of the federal Employee Retirement
Income Security Act of 1974;

(c) anemployer on behaf of his employees or the employees of one or more of the
subsidiary or affiliated corporations of the employer;

(d) aninsurer licensed under Chapter 5, 7, 8, 9, or 14, but only with respect to insurance
issued by the insurer; or

(e) aperson licensed or exempt from licensing under Chapter 23 or 26 whose activities are
limited to those authorized under the license the person holds or for which the person is exempt.
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Refer also to Section 31A-25-101.

(78) "Titleinsurance" means the insuring, guaranteeing, or indemnifying of owners of real
or personal property or the holders of liens or encumbrances on that property, or others interested
in the property against loss or damage suffered by reason of liens or encumbrances upon, defects
in, or the unmarketability of the title to the property, or invalidity or unenforceability of any liens
or encumbrances on the property.

(78.5) "Total adjusted capital” means the sum of an insurer's statutory capital and surplus
as determined in accordance with:

(a) the statutory accounting applicable to the annual financia statements required to be
filed under Section 31A-4-113; and

(b) any other items provided by the RBC instructions, as RBC instructions is defined in
Subsection 31A-17-601(6).

(79) (@) "Trustee" means "director" when referring to the board of directors of a
corporation.

(b) "Trustee," when used in reference to an employee welfare fund, means an individual,
firm, association, organization, joint stock company, or corporation, whether acting individually
or jointly and whether designated by that name or any other, that is charged with or has the overall
management of an employee welfare fund.

(80) (@) "Unauthorized insurer,” "unadmitted insurer,” or "nonadmitted insurer" means an
insurer not holding avalid certificate of authority to do an insurance business in this state, or an
insurer transacting business not authorized by a valid certificate.

(b) "Admitted insurer" or "authorized insurer" means an insurer holding avalid certificate
of authority to do an insurance business in this state and transacting business as authorized by a
valid certificate.

(81) "Vehicleliability insurance" means insurance against liability resulting from or
incident to ownership, maintenance, or use of any land vehicle or aircraft, exclusive of vehicle
comprehensive and vehicle physical damage coverages under Subsection (67).

(82) "Voting security" means a security with voting rights, and includes any security
convertible into a security with a voting right associated with it.

(83) [“Workers] "Workers compensation insurance" means.

(& insurance for indemnification of employers against liability for compensation:
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() based upon compensable accidental injuries; and

(i) based on occupationa disease disability;

(b) employer's liability insurance incidental to workers compensation insurance and
written in connection with it; and

(c) insurance assuring to the persons entitled to workers compensation benefits the
compensation provided by law.

Section 2. Section 31A-2-308 is amended to read:

31A-2-308. Enforcement penalties and procedures.

(2) (& A person who violates any insurance statute or rule or any order issued under
Subsection 31A-2-201(4) shall forfeit to the state twice the amount of any profit gained from the
violation, in addition to any other forfeiture or penalty imposed.

(b) (i) The commissioner may order an individual agent, broker, adjuster, or insurance
consultant who violates an insurance statute or rule to forfeit to the state not more than $2,500 for
each violation.

(i) The commissioner may order any other person who violates an insurance statute or rule
to forfeit to the state not more than $5,000 for each violation.

(c) (i) Thecommissioner may order an individua agent, broker, adjuster, or insurance
consultant who violates an order issued under Subsection 31A-2-201(4) to forfeit to the state not
more than $2,500 for each violation. Each day the violation continues is a separate violation.

(i) The commissioner may order any other person who violates an order issued under
Subsection 31A-2-201(4) to forfeit to the state not more than $5,000 for each violation. Each day
the violation continues is a separate violation.

(d) The commissioner may accept or compromise any forfeiture under this subsection until
after acomplaint is filed under Subsection (2). After the filing of the complaint, only the attorney
general may compromise the forfeiture.

(2) Whenever a person fails to comply with an order issued under Subsection
31A-2-201(4), including a forfeiture order, the commissioner may file an action in any court of
competent jurisdiction or obtain a court order or judgment:

() enforcing the commissioner's order;

(b) directing compliance with the commissioner's order and restraining further violation
of the order, subjecting the person ordered to the procedures and sanctions available to the court
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for punishing contempt if the failure to comply continues; or

(c) imposing aforfeiture in an amount the court considers just, up to $10,000 for each day
the failure to comply continues after the filing of the complaint until judgment is rendered.

(3) The Utah Rules of Civil Procedure govern actions brought under Subsection (2), except
that the commissioner may file a complaint seeking a court-ordered forfeiture under Subsection
(2)(c) no sooner than two weeks after giving written notice of hisintention to proceed under
Subsection (2)(c). The commissioner's order issued under Subsection 31A-2-201(4) may contain
anotice of intention to seek a court-ordered forfeiture if the commissioner's order is disobeyed.

(4) If, after acourt order isissued under Subsection (2), the person fails to comply with
the commissioner's order or judgment, the commissioner may certify the fact of the failure to the
court by affidavit, and the court may, after a hearing following at least five days written notice to
the parties subject to the order or judgment, amend the order or judgment to add the forfeiture or
forfeitures, as prescribed in Subsection (2)(c), until the person complies.

(5) The proceeds of all forfeitures under this section, including collection expenses, shall
be paid into the General Fund. The expenses of collection shall be credited to the Insurance
Department's budget. The attorney general's budget shall be credited to the extent the Insurance
Department reimburses the attorney general's office for its collection expenses under this section.

(6) Forfeitures and judgments under this section bear interest at the rate then charged by
the United States Internal Revenue Service for past due taxes. Interest accrues from the later of the
date of entry of the commissioner's order under Subsection (1) or the date of judgment under
Subsection (2) until the forfeiture and accrued interest are fully paid.

(7) No forfeiture may be imposed under Subsection (2)(c) if, at the time the forfeiture
action is commenced, the person was in compliance with the commissioner's order, or if the
violation of the order occurred during the order's suspension.

(8) The commissioner may seek an injunction as an alternative to issuing an order under
Subsection 31A-2-201(4).

(9) A person who intentionally violates, intentionally permits any person over whom he
has authority to violate, or intentionally aids any person in violating any insurance statute or rule
of this state or any effective order issued under Subsection 31A-2-201(4) is guilty of aclassB
misdemeanor. Unless a specific crimina penalty is provided elsewhere in thistitle, the person may
be fined not more than $10,000 if a corporation or not more than $5,000 if a person other than a
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corporation. If the person isan individual, the person may, in addition, be imprisoned for up to
oneyear. Asused in this Subsection (9), "intentionally” has the same meaning as under Subsection
76-2-103(1).

(20) When alicensee of the Insurance Department, other than a domestic insurer,
persistently or substantialy violates the insurance law or violates an order of the commissioner
under Subsection 31A-2-201(4), if there are grounds for delinquency proceedings against the
licensee under Section 31A-27-301 or Section 31A-27-307, or if the licensee's methods and
practices in the conduct of his business endanger, or his financial resources are inadequate to
safeguard, the legitimate interests of his customers and the public, the commissioner may, after a
hearing, in whole or in part, revoke, suspend, place on probation, limit, or refuse to renew the
licensee's license or certificate of authority. Additional license termination or probation provisons
for licensees other than insurers are set forth in Sections [31A=19-303,-31A=19-304;] 31A-19a-303
31A-19a-304, 31A-23-216, 31A-23-217, 31A-25-208, 31A-25-209, 31A-26-213, 31A-26-214,
31A-35-501, and 31A-35-503.

(11) The enforcement penalties and procedures set forth in this section are not exclusive,

but are cumulative of other rights and remedies the commissioner has pursuant to applicable law.

Section 3. Section 31A-6a-103 is amended to read:

31A-6a-103. Requirementsfor doing business.

(1) Service contracts may not be issued, sold, or offered for sale in this state unless the
service contract is insured under a service contract reimbursement insurance policy issued by an
insurer authorized to do business in this state, or a recognized surplus lines carrier.

(2) (@) Service contracts may not be issued, sold, or offered for sale unless atrue and
correct copy of the service contract and the provider's reimbursement insurance policy have been
filed with the commissioner. Copies of contracts and policies must be filed no less than 30 days
prior to the issuance, sale offering for sale, or use of the service contract or reimbursement
insurance policy in this state.

(b) Each modification of the terms of any service contract or reimbursement insurance
policy must also be filed 30 days prior to itsusein this state. Each filing must be accompanied by
afiling fee as required under Subsection 31A-3-103, or the filing shall be rejected.

(c) Persons complying with this chapter are not required to comply with:

(i) Subsections 31A-21-201(1) and 31A-23-302(3)[;] or
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648 (ii) Chapter [19] 19a, Utah Rate Regulation Act.
649 (3) (a8 Premiums collected on service contracts are not subject to premium taxes.
650 (b) Premiums collected by issuers of reimbursement insurance policies are subject to

651  premium taxes.
652 (4) Persons marketing, selling, or offering to sell service contracts for service contract
653  providersthat comply with this chapter are exempt from the licensing requirements of thistitle.

654 (5) Service contract providers complying with this chapter are not required to comply with:
655 (@) Chapter 5, Domestic Stock and Mutual Insurance Corporations];]:

656 (b) Chapter 7, Nonprofit Health Service Insurance Corporationd;];

657 () Chapter 8, Health Maintenance Organizations and Limited Health Pland;];

658 (d) Chapter 9, Insurance Fraternalg;];

659 (e) Chapter 10, Annuitieq;];

660 (f) Chapter 11, Motor Clubs[;];

661 (a) Chapter 12, State Risk Management Fund[;];

662 (h) Chapter 13, Employee Welfare Funds and Plang[;];

663 (i) Chapter 14, Foreign Insurers[;]:

664 (}) Chapter [19] 19a, Utah Rate Regulation[;] Act;

665 (k) Chapter 25, Third Party Administratorg;]; and

666 () Chapter 28, Guaranty Associations.

667 Section 4. Section 31A-11-103 is amended to read:

668 31A-11-103. Rates.

669 (1) Rates charged to holders of motor club service contracts may not be inadequate,

670  excessive, or unfairly discriminatory.

671 (2) If, after a hearing, the commissioner finds a motor club's ratesin violation of this

672  section, [he] the commissioner may issue an order to the club to make afiling under Section

673 [3TA=19-203] 31A-19a-203. After issuance of such an order, the commissioner and the club shall
674  proceed under Chapter [19] 19a until the commissioner determines that the club's rates conform

675 totherequirements of this section. Chapter [19] 19ais then inapplicable to the club until the
676  issuance of another order under this section.

677 Section 5. Section 31A-12-103 is amended to read:

678 31A-12-103. Rates charged to school districts.
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The rates charged to school districts for policiesissued under Section 63A-4-204 are not
subject to Chapter [19] 19a, except for the filing requirement of Subsection [31A=19-203]
31A-19a-203(1) and the public availability requirement of Section [31A=19-204] 31A-19a-204.
Rate filing fees under Section 31A-3-103 shall be paid to the department by the Risk Management
Fund.

Section 6. Section 31A-19a-101, which is renumbered from Section 31A-19-101 is
renumbered and amended to read:

CHAPTER 19a. UTAH RATE REGULATION ACT
Part 1. General Provisions

[31A=19-101]. 31A-19a-101. Title-- Scope and purposes.

(1) This chapter is known as the "Utah Rate Regulation Act.”

[1)] (2) (a) (i) [This] Except as provided in Subsection (2)(a)(ii), this chapter applies to
al kinds and lines of direct insurance written on risks or operations in this state by an insurer
authorized to do businessin this statef;except:].

(i) This chapter does not apply to:

[(D] (A) lifeinsurance other than credit life insurance;
[(iD)] (B) variable and fixed annuities;
[(iiT) ] (C) health and disability insurance other than credit disability insurance; and

(b) This chapter appliesto all insurers authorized to do any line of business, except those
specified in [Subsections{1)-(a)(i)-through{v)] Subsection (2)(a)(ii).

[(2)] (3) Itisthe purpose of this chapter to:

(a) protect policyholders and the public against the adverse effects of excessive,

inadequate, or unfairly discriminatory rates,
(b) encourage independent action by and reasonable price competition among insurers so
that rates are responsive to competitive market conditions;

(c) provide formal regulatory controls for use if independent action and price competition
fail;
(d) provide regulatory procedures for the maintenance of appropriate data reporting




710
711
712
713
714
715
716
717
718
719
720
721
722
723
724
725
726
727
728
729
730
731
732
733
734
735
736
737
738
739
740

H.B. 269 01-29-99 3:17 PM

systems;

[{eh)] () authorize cooperative action among insurersin the rate-making process, and
regulate that cooperation to prevent practices that bring about a monopoly or lessen or destroy
competition;

[(e)] (f) encourage the most efficient and economic marketing practices; and

[(f)] (g) regulate the business of insurance in a manner that, under the McCarran-Ferguson
Act, 15 U.S.C. Secs. 1011 through 1015, will preclude application of federal antitrust laws.

[(3)] (4) Rate filings made prior to July 1, 1986, under former Title 31, Chapter 18, are
continued. Rate filings made after July 1, 1986, are subject to the requirements of this chapter.

Section 7. Section 31A-19a-102, which is renumbered from Section 31A-19-102 is
renumbered and amended to read:

[31A=19-102]. 31A-19a-102. Definitions.

As used in this chapter:

(1) "Classification system" or "classfication" means the process of grouping risks with

similar risk characteristics so that differences in anticipated costs may be recognized.

(2) () "Developed losses' means losses adjusted using standard actuarial technigues to
eliminate the effect of differences between:
(i) current payment or reserve estimates; and

(i) payments or reserve estimates that are anticipated to provide actual ultimate loss

ments.
(b) For purposes of Subsection (2)(a), losses includes loss adjustment expense.
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(3) "Dividend" means money paid to a policyholder from the remaining portion of the

premium paid for apolicy:

(a) based on the participating class of business; and

(b) after the insurer has made deductions for:

i) lo
i) ex
(iii) additionsto reserves; and

(iv) profit and contingencies.

(4) "Expenses' means that portion of arate attributable to:

(&) _acquisition;

(b) field supervision;

(c) collection expenses;

(d) genera expenses;

(e) taxes,
() licenses; and

(q) fees.

(5) "Experience rating" means a rating procedure that:

() uses the past insurance experience of an individual policyholder to forecast the future

losses of the policyholder by measuring the policyholder's |oss experience against the 1oss

experience of policyholders in the same classification; and

(b) produces a prospective premium credit, debit, or unity modification.

(6) "Joint underwriting" means a voluntary arrangement established to provide insurance

coverage for arisk pursuant to which two or more insurers jointly contract with the insured at a

price and under policy terms agreed upon between the insurers.

(7) "Loss adjustment expense’ means the expenses incurred by the insurer in the course

of settling claims.

(8) (2) "Market" means the interaction between buyers and sallers consisting of &

(i) product component; and

(ii) geographic component.

(b) A product component consists of identical or readily substitutable products if the

products are compared as to factors including:




772
773
774
775
776
777
778
779
780
781
782
783
784
785
786
787
788
789
790
791
792
793
794
795
796
797
798
799
800
801
802

H.B. 269 01-29-99 3:17 PM

(i) coverage;
(ii) policy terms;
(iii) rate classfications; and

(iv) underwriting.

(c) A geographic component is a geographical area in which buyers seek access to the

insurance product through sales outlets and other distribution mechanisms or patterns.

(9) "Mass marketed plan" means a method of selling insurance when:

(a) theinsuranceis offered to:

(i) _employees of aparticular employer:

(ii) members of a particular association or organization; or

(iii) persons grouped in a manner other than described in Subsection (8)(a)(i) or (ii), except

groupings formed principally for the purpose of obtaining insurance; and

(b) the employer, association, or other organization, if any, has agreed to, or otherwise

affiliated itself with, the sale of insurance to its employees or members.

(10) "Prospective loss costs' means the same as pure premium rate.

(11) "Pure premium rate" means that portion of arate that:

(a) does not include provisions for profit or expenses, other than loss adjustment expenses;

(b) isbased on historica aggregate losses and loss adjustment expenses that are:

(i) adjusted through development to their ultimate value; and

(ii) projected through trending to a future point in time.

(12) (a) "Rate" means that cost of insurance per exposure unit either expressed as:

(i) asingle number; or

(ii) as apure premium rate adjusted before any application of individual risk variations

based on loss or expense considerations to account for the treatment of:

(A) expenses,
(B) profit; and
(C) individual insurer variation in loss experience.

(b) "Rate" does not include a minimum premium.
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as-an-actuarial-or-tegal-consultant:]

(13) "Rating tiers' means an underwriting and rating plan designed to categorize insurance

risks that have common characteristics related to potential insurance loss into broad groups for the
purpose of establishing a set of rating levels that reflect definable levels of potential hazard or risk.

[(3)] (14) "Riskiness' means the variability of results around the average expected result.

[(4)] (15) "Supplementary rate information” includes [any] one or more of the following
needed to determine the applicable rate in effect or to be in effect:

(@) amanual or plan of rated[;]:

(b) adatistical plan[;];

(c) aclassfication[;];

(d) arating schedul€];]:

() aminimum premium[;];

(f) apolicy fee[;];

(g) aratingrulel;];

(h) arate-related underwriting rulef;and];

(i) arate modification plan; or

(]) any other similar information prescribed by rule of the commissioner as supplementary

rate information.

(16) "Supporting information" includes one or more of the following:

(a) datademonstrating actuarial justification for the basic rate factors, classifications,

expenses, and profit factors used by the filer:

(b) the experience and judgment of thefiler;

(c) the experience or data of other insurers or rate service organizations relied upon by the

filer;

(d) theinterpretation of any other data relied upon by thefiler;

(e) descriptions of methods used in making the rates; or

(f) _any other information defined by rule as supporting information that is required to be
filed.

(17) "Trending" means any procedure for projecting, for the period during which the

policies are to be effective:

() lossesto the average date of loss; or
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(b) premiums or exposures to the average date of writing.

Section 8. Section 31A-19a-103, which is renumbered from Section 31A-19-103 is
renumbered and amended to read:

[31A=19-103]. 31A-19a-103. Exemptions.

(1) The commissioner may by rule exempt from any or al of the provisions of this chapter:

(@) any person[;];

(b) aclassof persond[;]; or

(c) amarket segment [from-any-or-alt-of the provistonsof thischapter—This|.

(2) The exemption described in Subsection (1) shall be given only if and to the extent that
the commissioner finds the application of the provisions of this chapter to that person or group is

unnecessary to achieve the purposes of this chapter.
Section 9. Section 31A-19a-201, which is renumbered from Section 31A-19-201 is
renumbered and amended to read:
Part 2. General Rate Regulation
[31A=19-201]. 31A-19a-201. Rate standards.
(1) Rates may not be excessive, inadequate, or unfairly discriminatory[;, nor-may-an-insurer

monopoty].

(2) (a) Ratesare not excessive if areasonable degree of price competition exists at the
consumer level with respect to the class of business to which they apply. In determining whether
areasonable degree of price competition exists, the commissioner shall consider [aH]:

(i) relevant tests [including:] of workable competition pertaining to:

(A) market structure;

(B) market performance; and

(C) market conduct; and

(i) the practical opportunities available to consumers in the market to:

(A) acquire pricing and other consumer information; and

(B) compare and obtain insurance from competing insurers.
(b) The tests described in Subsection (2)(a) include:
(i) the size and number of insurers actively engaged in the market and class of business;

(i) [thetr] the market shares of insurers actively engaged in the market and changesin
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market shares,
(iii) the existence of rate differentialsin that class of business;
(iv) easeof entry and latent competition of insurers capable of easy entry[-];
(v) whether the profitability of companies generally in the market segment is unreasonably

high;
(vi) avallability of consumer information concerning the product and sales outlets or other

sales mechanisms; and

(vii) efforts of insurers to provide consumer information.

[{b)] (c) If reasonable price competition does not exist, rates are excessive if [they]:

(i) ratesarelikely to produce along-term profit that is unreasonably high in relation to the
riskiness of the class of businesg;]; or [if]

(ii) expenses are unreasonably high in relation to the services rendered.

(3) Ratesareinadequateif:

(a) they are clearly insufficient, when combined with the investment income attributable
to them, to sustain the projected losses and expenses in the class of business to which they apply[:];
and

(b) the use of such rates has or, if continued, will have:

(i) the effect of substantially lessening competition; or

(ii) the tendency to create a monopoly in any market.

cleartyfaitg if price differentiasfail to equitably reflect the differences in expected losses and
expensey-—Ratesare] after allowing for practical limitations.

(i) group, franchise, or blanket policy; or

(i) mass marketed plan.
Section 10. Section 31A-19a-202, which is renumbered from Section 31A-19-202 is
renumbered and amended to read:
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[31A=19-202]. 31A-19a-202. Rating methods.

(1) To determine whether rates comply with the standards under Section [31A=19-201]
31A-19a-201, the [feltewing] commissioner shall consider the:

(a) criteria[shaltbeconsdered:] listed in Subsection (2);

(b) classifications, if any, permitted under Subsection (3);

(c) expenses described in Subsection (4); and

(d) profits described in Subsection (5).

(2) In determining rates the commissioner shall consider within and outside of Utah:

[(1)—The] (@) past and prospective |oss [and-expense] experience [within-and-outsideof
Utah];

(b) catastrophe hazards [and-contingencies)] ;

(c) trends [within-and-outside-of Utah;];

(d) loadings for leveling premium rates over time[; dividendsor-savings);

(e) reasonable margin for profit and contingencies;

(f) dividends, savings, or unabsorbed premium deposits allowed or returned by insurers

to their policyhol ders[ﬂﬁﬂaﬂﬂbeﬂﬁofsubseﬁbeﬁ] and [al]

[(2)] (3) (&) Risks may be [ctassifiedin-any reasonable-way] grouped by classifications for

the establishment of rates and minimum premiumsg];

on|.
(b) (i) A classfication rate may be modified to produce rates for individual risksin

accordance with rating plans or schedules that establish reasonable standards for measuring

probable variations in hazards or expense provisions.

(ii) The standards described in Subsection (3)(b)(i) may measure any differences among

risks that can be demonstrated to have a probable effect upon |0Sses or expenses.

(c) Notwithstanding Subsection (3)(b), risk classification may not be based upon race,

color, creed, [or] national or|g|n or the rellcuon of the insured. [ﬁ@@tlﬁﬁﬁﬂedﬁesmaykbe
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g

[€3)] (4) The expense provisions included in the rates to be used by an insurer [may] shal
reflect:

(a) the operating methods of the insurer; and[, sofarastitisecredible itsown-expense
experience]

(b) its anticipated expenses.

[(4)] (5) Therates may contain provision for contingencies and an alowance permitting

aprofit that is not unreasonable in relation to the riskiness of the class of business. In determining
the reasonableness of the profit, consideration may be given to investment income.

Section 11. Section 31A-19a-203, which is renumbered from Section 31A-19-203 is
renumbered and amended to read:

[31A=19-203]. 31A-19a-203. Ratefilings.

(1) (&) Except as provided in Subsections [(2)] (4) and [(3)] (5), every authorized insurer
and every rate service organization licensed under Section [31A=19-301] 31A-19a-301 that has
been designated by any insurer for the filing of pure premium rates under Subsection [31A=19-205]
31A-19a-205(2), shall file with the commissioner the following for use in this state:

(i) al rates[and];

(ii) al supplementary information; and

(iii) al changes and amendments to [themthat-aremade by-it for useinthisstate] rates
and supplementary information.

(b) Aninsurer shall fileits rates by filing:

(1) itsfinal rates; or

(ii) either of the following to be applied to pure premium rates that have been filed by a

rate service organization on behalf of the insurer as permitted by Section 31A-19a-205:

(A) amultiplier; or

(B) (N amultiplier; and

(11) an expense constant adjustment.

(c) Every filing under this Subsection (1) shall state:

(1) the effective date of the rates; and

(i) the character and extent of the coverage contemplated.

[{b)—This] (d) Except for workers compensation rates filed under Sections 31A-19a-405
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958 and 31A-19a-406, each filing shall be within 30 days after the rates and supplementary
959 information, changes, and amendments are effective.

960 (e) A ratefiling is considered filed when it has been received by the commissioner:
961 (1) with the applicable filing fee as prescribed under Section 31A-3-103; and

962 (i) pursuant to procedures established by the commissioner.

963 (f) The commissioner may by rule prescribe procedures for submitting rate filings by

964  eectronic means.
965 (2) (a) To show compliance with Section 31A-19a-201, at the same time as the filing of
966 therate and supplementary rate information, an insurer shall file all supporting information to be

967 used in support of or in conjunction with arate.

968 (b) If theratefiling provides for a modification or revision of a previoudly filed rate, the

969 insurer isrequired to file only the supporting information that supports the modification or

970 revision.
971 (c) If the commissioner determines that the insurer did not file sufficient supporting

972 information, the commissioner shall inform the insurer in writing of the lack of sufficient

973  supporting information.

974 (d) If theinsurer does not provide the necessary supporting information within 45 calendar

975 days of the date on which the commissioner mailed notice under Subsection (2)(c), the rate filing

976 may be

977 (i) considered incomplete and unfiled; and

978 (i) returned to the insurer as not filed and not available for use.

979 (e) Notwithstanding Subsection (2)(d), the commissioner may extend the time period for

980 filing supporting information.

981 (f)_If aratefiling isreturned to an insurer as not filed and not available for use under

982  Subsection (2)(d), the insurer may not use the rate filing for any policy issued or renewed on or
083  after 30 calendar days from the date the rate filing was returned.
984 (3) At the request of the commissioner, an insurer using the services of arate service

985  organization shall provide a description of the rationale for using the services of the rate service

986  organization, including the insurer's own information and method of use of the rate service

987  organization's information.

088 (4) (a) Aninsurer may not make or issue a contract or policy except in accordance with
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the rate filings that are in effect for the insurer as provided in this chapter.

(b) Subsection (4)(a) does not apply to contracts or policies for inland marine risks for

which filings are not required.

[€2)] (5) Subsection (1) does not apply to inland marine risks, which, by genera custom,
are not written according to standardized manual rules or rating plans.

[€3)] (6) (&) Theinsurer may file awritten application, stating the insurer's reasons for
using a higher rate than that otherwise applicable to a specific risk.

(b) If [this] the application described in Subsection (6)(a) is filed with and not disapproved
by the commissioner within ten days after filing, the higher rate may be applied to the specific risk.

(c) Therate may be disapproved without a hearing.

(d) If disapproved, the rate otherwise applicable applies from the effective date of the
policy, but the insurer may cancel the policy pro rata on ten days notice to the policyholder.

(e) If theinsurer does not cancel the policy, the insurer shall refund any excess premium
from the effective date of the policy.

[(4)] (7) () Agreements may be made between insurers on the use of reasonable rate
modifications for insurance provided under Section 31A-22-310.

(b) These rate modifications shall be filed with the commissioner immediately upon
agreement by the insurers.

Section 12. Section 31A-19a-204, which is renumbered from Section 31A-19-204 is
renumbered and amended to read:

[31A-19-204]. 31A-19a-204. Rates open to inspection.

[Each-fiting-and-any supporting]

(1) Rates and supplementary rate information filed under this chapter shall[;-when-fitec]
be open to public inspection at any reasonable time.

(2) The commissioner shall supply copiesto any person on:

(a) request; and [en]

(b) payment of areasonable charge.

Section 13. Section 31A-19a-205, which is renumbered from Section 31A-19-205 is
renumbered and amended to read:

[31A-19-205]. 31A-19a-205. Delegation of rate making and ratefiling
obligation.
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(1) Aninsurer may:

(a) itself establish rates and supplementary rate information for any market segment based
on the factors in Section [31A=19-202;] 31A-19a-202; or [itmay]

(b) userates, pure premium rates, and supplementary rate information prepared by arate

service organization that the insurer selects, with:

(i) average expense factors determined by the rate service organization; or [with]

(ii) any modification for its own expense and loss experience as the credibility of that
experience allows.

(2) Aninsurer may discharge its obligation under Subsection [31A=19-203]

31A-19a-203(1) by [givingnetieeto] filing with the commissioner:

(a) noatification that [it] the insurer uses pure premium rates and supplementary rate

information prepared by a [designated] licensed rate service organization[;, together-with] that the
insurer selects; and

(b) any information about modifications [t] the insurer has made to those rates or that
information asis necessary fully to inform the commissioner. [The]
(3) If aninsurer has discharged its obligation in accordance with Subsection (2), the

insurer's rates and supplementary rate information shall be those, including any amendments, filed
at intervals by the rate service organization, subject to any modifications filed by the insurer.

Section 14. Section 31A-19a-206, which is renumbered from Section 31A-19-207 is
renumbered and amended to read:

[31A-19-207] 31A-19a-206. Disapproval of rates.
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(1) (a) Except for a conflict with the requirements of Section 31A-19a-201 or
31A-19a-202, the commissioner may disapprove arate at any time that the rate directly conflicts

(i) thistitle; or

(ii) any rule made under thistitle.

(b) The disapproval under Subsection (1)(a) shall:
(1) beinwriting;

(ii) specify the statute or rule with which the filing conflicts; and

(i) state when the ruleis no longer effective.

(c) (i) If aninsurer or rate service organization's rate filing is disapproved under Subsection

(1)(a), the insurer or rate organization may reguest a hearing on the disapproval within 30 calendar

days of the date on which the order described in Subsection (1)(a) is issued.

(ii) If ahearing is requested under Subsection (1)(c)(i), the commissioner shall schedule

the hearing within 30 calendar days of the date on which the commissioner receives the request

for a hearing.
(iii) After the hearing, the commissioner shall issue an order:

(A) approving the rate filing; or

(B) disapproving the rate filing.
(2) (a) If within 90 calendar days of the date on which aratefiling isfiled the
commissioner finds that the rate filing does not meet the requirements of Section 31A-19a-201 or

31A-19a-202, the commissioner shall send a written order disapproving the rate filing to the

insurer or rate organization that made the filing.

(b) The order described in Subsection (2)(a) shall specify how the rate filing fails to meet
the requirements of Section 31A-19a-201 or 31A-19a-202.

(c) (i) If aninsurer's or rate service organization's rate filing is disapproved under

Subsection (2)(a), the insurer or rate organization may request a hearing on the disapproval within
30 calendar days of the date on which the order described in Subsection (2)(a) is issued.
(ii) _If ahearing is requested under Subsection (2)(c)(i), the commissioner shall schedule

the hearing within 30 calendar days of the date on which the commissioner receives the request

for a hearing.
(iii) After the hearing, the commissioner shall issue an order:
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(A) approving the rate filing; or

(B) (1) disapproving the rate filing; and

(11) stating when, within a reasonable time from the date on which the order is issued, the

rate is no longer effective.

(d) In ahearing held under this Subsection (2), the insurer or rate organization bears the

burden of proving compliance with the requirements of Section 31A-19a-201 or 31A-19a-202.
(3) (a) If the order described in Subsection (2)(a) is issued after the implementation of the
rate filing, the commissioner may order that use of the rate filing be discontinued for any policy

issued or renewed on or after a date not less than 30 calendar days from the date the order was

issued.
(b) If aninsurer or rate service organization requests a hearing under Subsection (2), the

order to discontinue use of the rate filing is stayed:

(i) beginning on the date the insurer or rate service organization reguests a hearing; and

(ii) ending on the date the commissioner issues an order after the hearing that addresses

the stay.
(4) If the order described in Subsection (2)(8) is issued before the implementation of the

rate filing:
(2) aninsurer or rate service organization may not implement the rate filing; and

(b) therates of the insurer or rate service organization at the time of disapproval continue
to bein effect.
(5) (A) _If after ahearing the commissioner finds that a rate that has been previoudly filed

and has been in effect for more than 90 calendar days no longer meets the requirements of Section

31A-19a-201 or 31A-19a-202, the commissioner may order that use of the rate by any insurer or

rate service organization be discontinued.

(b) The commissioner shall give any insurer that will be affected by an order that may be

issued under Subsection (5)(a) notice of the hearing at least ten business days prior to the hearing.
() The order issued under Subsection (5)(a) shall:
(i) beinwriting;

(ii) state the grounds for the order; and

(iii) state when, within a reasonable time from the date on which the order isissued, the

rate is no longer effective.
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(d) The order issued under Subsection (5)(a) shall not affect any contract or policy made
or issued prior to the expiration of the period set forth in the order.

(e) The order issued under Subsection (5)(a) may include a provision for a premium

adjustment for contracts or policies made or issued after the effective date of the order.
[(4)—Whenever] (6) () When an insurer has no legally effective rates as aresult of the
commissioner's disapproval of rates or other act, the commissioner shall, on the insurer's request,

specify interim rates for the insurer. [These]
(b) Aninterim [rates] rate described in Subsection (6)(a):
(i) snal be high enough to protect the interests of all parties; and
(i) may, when necessary to protect the policyholders, order that a specified portion of the

premiums be placed in an escrow account approved by the commissioner. [Theecommissionermay

ity of the ]

(c) When the new rates become effective, the commissioner shall order the escrowed funds
or any overcharge in the interim rates to be distributed appropriately, except that minimal refunds
to policyholders need not be distributed.

Section 15. Section 31A-19a-207, which is renumbered from Section 31A-19-206 is
renumbered and amended to read:

[31A-19-206]. 31A-19a-207. Delayed effect of rates.

() [H] (& _The commissioner may by rule require that insurers in a market segment file

with the commissioner any changes in rates or supplementary rate information at least 30 calendar

days before they become effective if the commissioner finds, after a hearing, that in [any] that

market segment[;]:

(i) competition is not an effective regulator of the rates charged[;].

(ii) that asubstantial number of companies are competing irresponsibly through the rates
charged([;]; or

(b) The commissioner may extend the waiting period under Subsection (1)(a) for not to
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exceed [15] 30 additiona calendar days by written notice to the filer before the first [15-day]
30-day period expires.

(c) In determining whether competition is an effective regulator of the rates charged, the
commissioner shall consider, asto the particular market segment:

[(a)] (i) the number of insurers actively engaged in providing coverage;

[(b)] (ii) the respective market shares of insurers providing coverage,

[(e)] (iii) the volatility of market share fluctuations;

[(d)] (iv) the ease of entry into the market; and

[(e)] (v) any other known relevant factors.

». a tha ~rammiicolanar ma A
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[(5)] (2) (&) If thecommissioner finds that a market segment is noncompetitive under

Subsection (1), all rates previoudly filed and in use may continue to be used until disapproved.
[However,upon-this]

(b) After afinding of a noncompetitive market under Subsection (1), for purposes of
disapproval, the commissioner shal treat the filing of existing rates [for purposes of disapproval]
as having been filed as of the date of the rule under Subsection (1). [Seetion-31A=19-207-then
appties]

[(6)] (3) A competitive market is presumed to exist, unless the commissioner makes a
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contrary finding under Subsection (1).

(4) (a) A ruleissued under Subsection (1) expires no later than one year [after-it] from the
date on which the rule was adopted, unless the commissioner, after a hearing, renews the rule.
[Renewal-hearings)|

(b) A renewal hearing for arule issued under Subsection (1) may not be held earlier than

nine months after the date on which the rule was issued or last renewed.

Section 16. Section 31A-19a-208, which is renumbered from Section 31A-19-208 is
renumbered and amended to read:

[31A-19-208]. 31A-19a-208. Special restrictionson individual insurers.

(1) The commissioner may require by order that a particular insurer file any or al of its

rates and supplementary rate information [15] 30 calendar days prior to their effective date, if [he]
the commissioner finds, after a hearing, that [in-order] to protect the interests of the insurer's

insureds and the public in Utah, the commissioner must exercise closer supervision of the insurer's
rates, because of the insurer's financia condition or rating practices.
(2) The commissioner may extend the waiting period described in Subsection (1) for any

filing for not to exceed [15] 30 additional calendar days, by written notice to the insurer before the
first [15-day] 30-day period expires.

(3) A filing [which] that has not been disapproved before the expiration of the waiting
period is considered to meet the requirements of this chapter, subject to the possibility of
subsequent disapproval under Section [31A=19-207] 31A-19a-206.

Section 17. Section 31A-19a-209, which is renumbered from Section 31A-19-209 is
renumbered and amended to read:

[31A-19-209]. 31A-19a-209. Special provisionsfor title insurance.

adopted-under-it:]
[(3)] (1) In addition to the considerations in determining compliance with rate standards
and rating methods as set forth in [Section-31A-19-202] Sections 31A-19a-201 and 31A-19a-202,
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the commissioner shall aso consider the [eost] costs and [expense] expenses incurred by title
insurance companies [and-agentsin-connection-with-the maintenance of -atitle plant-and-oth
fixed-expenses|, agencies, and agents peculiar to the business of title insurance];nctuding titte

Ul Al VvV 9

process;] including:

(a) the maintenance of title plants; and

(b) the searching and examining of public records to determine insurability of title to real
property.

[(5)] (2) (a) Every title insurance company, agency, and title insurance agent shal file with

the commissioner a schedule of the escrow, settlement, and closing charges [which] that it
proposes to use in this state for services performed in connection with the issuance of policies of
title insurance.

(b) Thefiling required by Subsection (2)(a) shall state the effective date of this schedule,
which may not be less than 30 calendar days after the date of filing.

(3) A title insurance company, agency, or agent may not file or use any rate or other charge

relating to the business of title insurance, including rates or charges filed for escrow, settlement,

and closing charges that would cause the title insurance company, agency, or agent to:

() operate at less than the cost of doing:

(i) theinsurance business; or

(ii) the escrow, settlement, and closing business; or

(b) fail to adeguately underwrite atitle insurance policy.

[€6)] (4) (&) All or any of the schedule of rates or schedule of charges including the
schedule of escrow, settlement, and closing charges, may be changed or amended at any time,
subject to the limitations in this [subsection] Subsection (4).

(b) Each change or amendment shall:

(i) befiled with the commissioner[;]; and [shalt]

(ii) state the effective date of the change or amendment, which may not be less than 30
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calendar days after the date of filing.

(c) Any change or amendment remains in force for a period of at least 90 calendar days
from its effective date.

[(7)] (5) While the schedule of rates and schedule of charges are effective, a copy of each
shal be:

(a) retained in each of the offices of:

(i) theinsurance company in this state; and

(ii) its agentsin this statef;]; and([;]

(iii) upon request, [shalt-be] furnished to the public.

[€8)] (6) [No] Except in accordance with the schedules of rates and charges filed with the
commissioner, atitle insurance company [or-tittethsaranee], agency, or agent may not make or

impose any premium or other charge:

(a) in connection with the issuance of a policy of title insurancel;]; or

(b) for escrow, settlement, or closing services performed in connection with the issuance
of a policy of title insurance]; except inaccordance with the schedutes of charges fited-with the
commissioner].

Section 18. Section 31A-19a-210 is enacted to read:

31A-19a-210. Dividend and participating plans.

(1) (&) This part does not prohibit the distribution by an insurer to a policyholder of any

of the following allowed or returned by the insurer:
() dividends;

ii) savings; or

(ii1) unabsorbed premium deposits.

(b) Notwithstanding Subsection (1)(a), an insurer may not distribute dividends, savings,

or unabsorbed premium deposits to an entity that has no insurable interest in the insurance.

(2) Aninsurer may not unfairly discriminate between policyholders in the payment of

dividends, savings, or unabsorbed premium deposits.

(3) (&) A declaration of dividends or schedule explaining the basis for the distribution of

dividends, savings, or unabsorbed premium deposits allowed or returned by an insurer to its

policyholdersis not arating plan or system if the insurer:

(i) determines and declares the declaration or schedule after a specified policy accounting
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period; and
(ii) filesthe declaration or schedule pursuant to Section 31A-21-310.

(b) A declaration or schedule described under Subsection (3)(a) is not required to be filed
with the commissioner under this chapter.

(4) (a) A dividend or participating plan developed by insurers establishing given criteria

for dligibility and the general basisfor distribution for adividend, if declared, is considered a rating

plan if the plan is to be applicable to an insurance policy from its inception.
(b) A plan described in Subsection (4)(a) shall be filed with the commissioner pursuant

to this part.
(5) Aninsurer may not make the distribution of a dividend or any portion of a dividend

conditioned upon renewal of the policy or contract.

Section 19. Section 31A-19a-211, which is renumbered from Section 31A-19-210 is
renumbered and amended to read:

[31A=19-210]. 31A-19a-211. Premium ratereduction for seniors-- Motor
vehicle accident prevention course -- Curriculum -- Certificate -- Exception.

(1) (@) Eachrate, rating schedule, and rating manual for the liability, persona injury
protection, and collision coverages of private passenger motor vehicle insurance policies submitted
to or filed with the commissioner shall provide for an appropriate reduction in premium charges
for those coverages if the principal operator of the covered vehicle:

(i) isanamed insured who is 55 years of age or older; and

(ii) has successfully completed a motor vehicle accident prevention course as outlined in
Subsection (2).

(b) Any premium reduction provided by an insurer under this section is presumed to be
appropriate unless credible data demonstrates otherwise.

(2) (@ The curriculum for a motor vehicle accident prevention course under this section
shdl include:

(1) how impairment of visual and audio perception affects driving performance and how
to compensate for that impairment;

(i) the effects of fatigue, medications, and alcohol on driving performance, when
experienced aone or in combination, and precautionary measures to prevent or offset ill effects,

(iif) updates on rules of the road and equipment, including safety belts and safe, efficient
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driving techniques under present day road and traffic conditions;

(iv) how to plan travel time and select routes for safety and efficiency; and

(v) how to make crucial decisions in dangerous, hazardous, and unforeseen situations.

(b) (i) Inaccordance with Title 63, Chapter 46a, Utah Administrative Rulemaking Act, the
Department of Public Safety may make rules to establish and clarify standards pertaining to the
curriculum and teaching methods of a course under this section.

(i) These rules may include provisions alowing the department to conduct on-site visits
to ensure compliance with agency rules and this chapter.

(iif) Theserules shal be specific as to time and manner of visits and provide for methods
to prohibit or remedy forcible visits.

(3) (& The premium reduction required by this section shall be effective for a named
insured for athree-year period after successful completion of the course outlined in Subsection (2).

(b) Theinsurer may require, as a condition of maintaining the premium reduction, that the
named insured not be convicted or plead guilty or nolo contendere to a moving traffic violation
for which points may be assessed against the named insured's driver license except for aviolation
under Subsection 53-3-221(11).

(4) Each person who successfully completes the course outlined in Subsection (2) shall
be issued a certificate by the organization offering the course. The certificate qualifies the person
for the premium reduction required by this section.

(5) This section does not apply if the approved course outlined in Subsection (2) is
attended as a penalty imposed by a court or other governmental entity for a moving traffic
violation.

Section 20. Section 31A-19a-212, which is renumbered from Section 31A-19-211 is
renumbered and amended to read:

[31A=19-211]. 31A-19a-212. Premium increases prohibited for certain claims
or inquiries.

(1) Each rate, rating schedule, and rating manua filed with the commissioner for insurance
covering a vehicle or the operation of a vehicle may not permit a premium increase due to:

(@) atelephone [eatts] cal or other [inguities] inquiry that [ee] does not result in the
payment of aclaim; or

(b) aclam resulting from any incident, including acts of vandalism, in which the person
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named in the policy or any other person using the insured motor vehicle with the express or
implied permission of the named insured is not at fault[;-as defined-in-Section78-27-37].

(2) Thissection isan exception to [the provisionsof] Section [31A-19-201] 31A-19a-201.

Section 21. Section 31A-19a-213 is enacted to read:

31A-19a-213. Joint underwriting.

Notwithstanding Subsection 31A-19a-306(2)(a), insurers participating in joint underwriting
associations or joint reinsurance pursuant to Section 31A-20-102 or other arrangements for risk

sharing may in connection with such activity act in cooperation with each other in the making of

one or more of the following:
1) rates;
(2) rating systems;

(3) poalicy forms;

(4) underwriting rules;

(5) surveys,
(6) inspections and investigations;

(7) the furnishing of loss and expense statistics or other information; or

8) research.
Section 22. Section 31A-19a-214 is enacted to read:
31A-19a-214. Ratingtiers.
(1) Aninsurer may file with the commissioner arate filing that provides for a program

with more than one rate level in the same company or group of companies if:

(a) the program is based, to the extent feasible, upon mutually exclusive underwriting rules

er tier;
(b) the underwriting rules are based on clear, objective criteria that would lead to alogical

distinquishing of potential risk; and

(c) infiling to establish tiers, the insurer provides supporting information that evidences

aclear distinction between the expected losses and expenses for each tier.

(2) A rating tier may not be continued if premium, loss, and expense data fail to show a

continued clear distinction between the tiers.
Section 23. Section 31A-19a-215 is enacted to read:
31A-19a-215. False or midleading infor mation.




1361
1362
1363
1364
1365
1366
1367
1368
1369
1370
1371
1372
1373
1374
1375
1376
1377
1378
1379
1380
1381
1382
1383
1384
1385
1386
1387
1388
1389
1390
1391

01-29-99 3:17 PM H.B. 269

A person or organization may not:

(1) willfully withhold from the commissioner, any rate organization, or any insurer

information that will affect the rates or premiums chargeable under this chapter; or

(2) knowingly qgive false or mideading information to the commissioner, any rate service

organization, or any insurer.
Section 24. Section 31A-19a-216 is enacted to read:
31A-19a-216. Charging of rates.
An authorized insurer, licensed insurance agent, employee, other representative of an

authorized insurer, or licensed insurance broker may not knowingly:

(1) charge or demand arate or receive a premium that departs from the rates, rating plans,

classifications, schedules, rules, and standards in effect on behalf of the insurer; or

(2) issue or make any policy or contract involving a violation of Subsection (1).

Section 25. Section 31A-19a-217, which is renumbered from Section 31A-19-418 is
renumbered and amended to read:

[31A-19-419]. 31A-19a-217. Grievance procedures.

(1) [Any] (&) Aninsured affected by arate may submit awritten request for information
to the rate service organization or insurer that made the rate.

(b) The rate service organization or insurer shall answer [the] arequest made under
Subsection (1)(a) within [ateasonabletime] 45 calendar days from the date it received the request
by furnishing al pertinent rating information to:

(i) theinsured; or [tohis]

(i) the insured's authorized representative.

(2) [Any] (&) A person aggrieved by the manner in which a rate service organization or
an insurer has applied its rating system in connection with the insurance afforded to [him] that
person may submit awritten request for review to the rate service organization or insurer. [The]

(b) If arequest for review isfiled under Subsection (2)(a), the rate service organization or

insurer shall provide areasonable review procedure within Utah.

(©) The [subjectof] review shall [be] examine the application of the rating system in
connection with the insurance afforded the [apptieant] person that requested review.

(d) The [apphicant] person that requested review may be heard in person or through an
authorized representative.
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[(3)] (e) If the rate service organization or insurer failsto grant the request for review
within 30 calendar days [after-it] from the date the request is made, the applicant may appeal in

writing to the commissioner. [The]
(f) If an appeal isfiled under Subsection (2)(e), the commissioner may order the rate

service organization or insurer [eoncerned] to provide the review in accordance with this
Subsection (2).
[(4)FoHowing] (3) After areview under Subsection (2), the [appticant] person that

requested review may request the commissioner to confirm that the insurance afforded was rated

according to filed rates and rating plans.

Section 26. Section 31A-19a-218, which is renumbered from Section 31A-19-419 is
renumbered and amended to read:

[31A-19-419]. 31A-19a-218. Appeal from filing.

(1) [Any] (&) A person [er-organization] aggrieved by afiling that isin effect may apply
to the commissioner in writing for a hearing.

(b) The application described under Subsection (1)(a) shall:

(i) specify the grounds upon which the applicant intends to rely to establish the grievance;
and [shatl]

(ii) state why the filing does not meet the requirements of law.

(2) [The] On receipt of an application for hearing under Subsection (1), the commissioner

shall grant the requested hearing if [he] the commissioner finds that:

(a) the application was made in good faith;

(b) the grievanceisjustified, assuming the applicant's grounds can be established; and
(c) the grounds otherwise justify holding such a hearing.

(3) [The] A hearing granted under Subsection (2) shall be held:

(&) within 30 calendar days [after] from the date of receipt of the application; and

(b) not less than ten days after written notice to:

(i) the applicant [and-to];

(ii) each insurer [and] that made the filing; and

(iii) each rate service organization that made the filing.

(4) (a) If after the hearing the commissioner finds that the filing is defective, [he] the
commissioner snall issue an order:
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[(a)] (i) specifying the respectsin which the filing fails to meet the requirements of the
law; and

[(b)] (ii) setting adate after which the filing ceases to be effective.

[{5)—Copies] (b) A copy of the order shall be sent to each party to the dispute.

[€6)] (c) The order may not affect any contract or policy made or issued before the date set
forth in the order.

Section 27. Section 31A-19a-301, which is renumbered from Section 31A-19-301 is
renumbered and amended to read:

Part 3. Rate Service Organization

[31A=19-301]. 31A-19a-301. Operation and control of rate service
organizations.

(1) (& [No] A rate service organization may not provide any service relating to statistical

collection or the rates of any insurance [rates] subject to this chapter[;-andno] unless the
organization is licensed under Section 31-19a-302.

(b) Aninsurer may [utitize] not use the services of the organization for [those purposes]
the purposes described in Subsection (1)(a), unless the organization [has-obtained-aticense] is
licensed under Section [31A=19-362] 31A-19a-302.

(2) [No] A rate service organization may not refuse to supply any servicesfor which it is

licensed in this state to any insurer:

(@) authorized to do businessin this state; and [offering)]

(b) that offersto pay the fair and usual compensation for the services.

Section 28. Section 31A-19a-302, which is renumbered from Section 31A-19-302 is
renumbered and amended to read:

[31A-19-302]. 31A-19a-302. Licensing of rate service organizations.

(1) A rate service organization applying for alicense shall include with its application:

() acopy of its congtitution, charter, articles of organization, agreement, association, or
incorporation, and a copy of its bylaws, plan of operation, and any other rules or regulations
governing the conduct of its business;

(b) alist of its members and subscribers;

(c) the name and address of one or more residents of Utah upon whom notices, processes
affecting it, or orders of the commissioner may be served;
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(d) astatement explaining in what capacity it plans to function and showing its technical

qualifications for acting in the capacity for which it seeks alicense; [and]
(e) biographical information, as defined by the department, of the officers and directors

of the organization; and

[(e)] (f) any other relevant information and documents that the commissioner requires.

(2) [Every] A rate service organization [which-has-applied| that applies for alicense under
Subsection (1) shall promptly notify the commissioner of every material change in the factsor in
the documents on which its application was based.

(3) [H] (&) _The commissioner shall issue alicense specifying the authorized activity of an

applicant, if the commissioner finds that:
(i) the applicant and the natural persons through whom it acts are competent, trustworthy,
and technically qualified to provide the services proposed(;]: and [that]
(ii) al the requirements of law are met[; he shall-issuealicen
ity of i ficant].

(b) The commissioner may not issue alicenseif the proposed activity would tend to:

(i) create amonopoly:; or [to]

(ii) lessen or [destroyprice] substantially |essen the competition in any market.

(4) (& Any license issued under this chapter shall be subject to annual renewal.

(b) A fee shadl be charged for the initia license and for renewal. The fee shall be set by the
Legidature under Section 31A-3-103.

(5) Any amendment to a document filed under Subsection (1)(a) shall be filed within at
least 30 calendar days [before] after the day the document becomes effective. Failure to comply
with this [subsection] Subsection (5) isaground for revocation of the license granted under
Subsection (3).

(6) Thelicense of each rate service organization licensed under former Title 31, Chapter

18, is continued under this chapter.

Section 29. Section 31A-19a-303, which is renumbered from Section 31A-19-303 is
renumbered and amended to read:

[31A=19-303]. 31A-19a-303. Termination of license.

(1) A licenseissued under this chapter remainsin force until:

() revoked, suspended, or limited under Subsection (2);
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(b) lapsed under Subsection (3); or

(c) surrendered to and accepted by the commissioner.

(2) (&) After ahearing, the commissioner may revoke, suspend, or limit in whole or in part,
the license of any person licensed under this part, if:

(i) thelicenseeisfound to be unqualified [erto];

(ii) thelicenseeisfound to have violated:

(A) aninsurance statutel;]:

(B) avalid rule under Subsection 31A-2-201(3)[;]._or

(C) avalid order under Subsection 31A-2-201(4)[;]; or [if]

(iii) the licensee's methods and practices in the conduct of business endanger the legitimate

interests of policyholders, insurers, or the public. [Every]

(b) An order suspending a license issued under this chapter shall specify the period of
suspension, but in no event may the suspension period exceed 12 months.

(3) (& Any license issued under this chapter shal lapse if the licensee fails to pay afee
when due.

(b) A license [tapsing] that |apses under this [subsection] Subsection (3) may be reinstated
if the licensee, within 90 calendar days [after] from the day the license [has] lapsed, pays twice the
usua license renewal fee,

(4) A licensee whose license is suspended or revoked, but who continues to act asa
licensee is subject to the penalties applicable to violating Subsection [31A=19-301]
31A-19a-301(1).

(5) (&) An order revoking alicense under Subsection (2) may specify atime, not to exceed
five years, within which the former licensee may not apply for a new license.

(b) If under Subsection (5)(a) no timeis specified, the former licensee may not apply for

five years, without the express approval of the commissioner.

(6) (@) Any person whose license is suspended or revoked shall, when the suspension ends
or anew license isissued, pay al feesthat would have been payable if the license had not been
suspended or revoked, unless the commissioner, by order, waives the payment of the interim fees.

(b) If anew licenseisissued more than three years after the revocation of asimilar license,
[this subsection-shalt-apply] Subsection (6)(a) applies only to the fees that would have accrued
during the three years immediately following the revocation.
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Section 30. Section 31A-19a-304, which is renumbered from Section 31A-19-304 is
renumbered and amended to read:

[31A=19-304]. 31A-19a-304. Probation.

(1) (@ Inany circumstances that would justify a suspension under Section [31A=19-303]
31A-19a-303, instead of a suspension, the commissioner may, after a hearing, put the licensee on
probation for a specified period [notonger-than] not to exceed 12 months from the date of
probation.

(b) The probation order shall state the conditions for retention of the license, which shall
be reasonable.

(2) Violation of the probation constitutes grounds for revocation pursuant to a proceeding
authorized under Title 63, Chapter 46b, Administrative Procedures Act.

Section 31. Section 31A-19a-305, which is renumbered from Section 31A-19-305 is
renumbered and amended to read:

[31A-19-305]. 31A-19a-305. Anti-competitive agreements prohibited.

[No] (1) (8) Aninsurer may not assume any obligation to any person other than a
policyholder or other [eompanies| company under common control, to use or adhere to certain
rates or rating procedures][;-and-no-other].

(b) Except for a policyholder or other company under common control, a person may not

impose any penalty or other adverse consequence for failure of an insurer to adhere to certain rates
or rating procedures.

(2) This section does not apply to rates used:

(@) by ajoint underwriting group[;].

(b) by [poots;] apoal;

(€) under quota share reinsurance treatieq;]; or

(d) by aresidua market [mechantsms| mechanism.

Section 32. Section 31A-19a-306 is enacted to read:

31A-19a-306. Insurersand rate service organizations -- Prohibited activity.

(1) Aninsurer or rate service organization may not:

(a) attempt to monopolize, or combine or conspire with any other person to monopolize

an insurance market; or

(b) engage in aboycott of an insurance market on a concerted basis.
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1547 (2) (a) Except as provided in Subsection (2)(c), an insurer may not agree with any other

1548 insurer or with arate service organization to mandate adherence to or to mandate use of any:
1549 i) rate

1550 (i) prospective loss cost;

1551 (iii) rating plan;

1552 (iv) rating schedule;

1553 (v) ratingrule;

1554 (vi) policy or bond form;

1555 (vii) rate classification;

1556 (viii) rateterritory;

1557 (ix) underwriting rule;

1558 (x) survey:;

1559 (xi) inspection: or

1560 (xii) material similar to those described in Subsections (2)(a)(i) through (xi).
1561 (b) The fact that two or more insurers, whether or not members or subscribers of arate

1562  service organization, use consistently or intermittently the same materials described in Subsection

1563 (2)(a) is not sufficient in itsalf to support afinding that an agreement exists.

1564 (c) Aninsurer may enter into an agreement prohibited by Subsection (2)(a):

1565 (i) to the extent needed to facilitate the reporting of statistics to:

1566 (A) arate service organization;

1567 (B) adtatistical agent; or

1568 (C) the commissioner; or

1569 (i) asprovided in Part 4.

1570 (3) Two or more insurers having a common ownership or operating in this state under

1571 common management or control may act in concert between or among themsel ves with respect to

1572 any matters pertaining to those activities authorized in this section as if they constituted asingle

1573 insurer.
1574 (4) Aninsurer or rate service organization may not make any arrangement with any other

1575 insurer, rate service organization, or other person that has the purpose or effect of unreasonably

1576 restraining trade or unreasonably lessening competition in the business of insurance.
1577 Section 33. Section 31A-19a-307 is enacted to read:
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31A-19a-307. Rate service organizations -- Permitted activity.
A rate service organization may on behalf of its members and subscribers:

(1) develop statistical plans including territorial and class definitions;
(2) collect statistical data from:
(& _members;

(b) subscribers; or

(c) any other source;

(3) prepare, file, and distribute prospective loss costs which may include provisions for

special assessments;

(4) prepare, file, and distribute:

(a) factors,
(b) calculations;
(c) formulas pertaining to classification; or

(d) territory, increased limits, and other variables;

(5) prepare, file, and distribute supplementary rating information;
(6) distribute information that is required or directed to be filed with the commissioner;
(7) _conduct research and on-site inspections to prepare classifications of public fire

defenses,

(8) consult with public officials regarding public fire protection as it would affect

members, subscribers, and others;

(9) conduct research and onsight inspections to discover, identify, and classify information

relating to causes or prevention of losses;

Costs;

(10) conduct research relating to the impact of statutory changes upon prospective loss

(11) prepare, file, and distribute policy forms and endorsements;

(12) consult with members, subscribers, and others concerning use and application of the

policy forms and endorsements described in Subsection (11);

(13) conduct research and on-site inspections for the purpose of providing risk information

relating to individual structures;

(14) conduct on-site inspections to determine rating classifications for individual insureds;

(15) collect, compile, and publish past and current prices of individual insurers, provided
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the information is also made available to the general public at areasonable cost;

(16) collect and compile exposure and loss experience for the purpose of individual risk

experience ratings;

(17) furnish any other services, as approved or directed by the commissioner, related to

those enumerated in this section; and

(18) engage in any other activity not prohibited by this title.
Section 34. Section 31A-19a-308 is enacted to read:
31A-19a-308. Rate service organizations -- Filing requirements.

(1) A rate service organization shall file with the commissioner any of the following that
isused in this state:

(a) any statistical plan;

(b) all prospective loss costs;

(c)_provisions for special assessments;

(d) all supplementary rating information; and

(e) any change, amendment, or modification of an item described in Subsections (1)(a)
through (d).

(2) Thefilings required under Subsection (1) shall be subject to Sections 31A-19a-203 and
31A-19a-206 and other provisions of this chapter relating to filings made by insurers.

Section 35. Section 31A-19a-309, which is renumbered from Section 31A-19-306 is
renumbered and amended to read:

[31A=19-306]. 31A-19a-309. Recording and reporting of experience.

(1) (a) The commissioner may adopt rules for the development of statistical plans, for use

by al insurersin recording and reporting their loss and expense experience, in order that the
experience of those insurers may be made available to the commissioner.
(b) The rules provided for in Subsection (1) may include:

(i) the data that must be reported by an insurer;

(ii) definitions of data elements;

(iii) thetiming and frequency of data reporting by an insurer;
(iv) dataquality standards;
(v) dataedit and audit requirements;

(vi) data retention reguirements;
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(vii) reports to be generated; and

(viii) thetiming of reports to be generated.

(c) Except for workers compensation insurance under Section 31A-19a-404, an insurer

may not be required to record or report its experience on a classification basis that is incons stent

with its own rating system.

(2) (&) The commissioner may designate one or more rate service organizations to assist
the commissioner in gathering that experience and making compilations of [them;-which] the

experience.

(3) The commissioner may make rules and plans for the interchange of data necessary for

the application of rating plans.

(4) To further uniform administration of rate requlatory laws, the commissioner and every

insurer and rate service organization may:

(a) exchange information and experience data with insurance supervisory officials,

insurers, and rate service organizations in other states; and

(b) consult with the persons described in Subsection (4)(a) with respect to the application

of rating systems and the reporting of statistical data.
Section 36. Section 31A-19a-401, which is renumbered from Section 31A-19-401 is
renumbered and amended to read:

Part 4. Workers Compensation Rates

[31A=19-401]. 31A-19a-401. Scope of part.

(1) This part appliesto [workers] workers compensation insurance and employers liability
insurance written in connection with it.

(2) All insurerswriting [workers| workers compensation coverage, including the Workers
Compensation Fund of Utah, are subject to this part.

Section 37. Section 31A-19a-402, which is renumbered from Section 31A-19-402 is
renumbered and amended to read:

[31A=19-402]. 31A-19a-402. Purpose.

It is the purpose of this part to:
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(1) establish [the general-bases-and standards| specific provisions for the [making] filing
of [woerkers] workers compensation rates in addition to those provided in Part 2;
(2) provide for review by the department of workers compensation rate-making and the

results of it; and
(3) provide for a designated rate service organization to perform certain functions on

behalf of the commissioner.

Section 38. Section 31A-19a-403, which is renumbered from Section 31A-19-403 is
renumbered and amended to read:

[31A=19-403]. 31A-19a-403. Definitions.

Asused in this part:

n
[ ASSTHCALoO
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(1) "Uniform classification plan," in addition to the definition of "classification system”
in Section 31A-19a-201, means a plan:
(a) that is consistent between all insurers of classification codes and descriptions; and

(b) by which like workers compensation exposures are grouped for the purposes of

underwriting, rating, and statistical reporting.

(2) "Uniform experience rating plan" means a plan that is consistent between all insurers

for experience rating entities insured for workers compensation insurance.

(3) "Uniform statistical plan" means a plan that is consistent between all insurersthat is

used for the reporting of workers compensation insurance statistical data.

Section 39. Section 31A-19a-404, which is renumbered from Section 31A-19-407 is
renumbered and amended to read:

[31A-19-407]. 31A-19a-404. Designated rate service or ganization.

For purposes of workers compensation insurance, the commissioner shall designate one rate

service organization to:
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(a) develop and administer the uniform statistical plan, uniform classification plan, and

uniform experience rating plan filed with and approved by the commissioner [by the rate service

anc—Supe O CirSaPP iv:l

(b) assist [him] the commissioner in gathering, compiling, and reporting relevant statistical

informati on[-—Each-workers-compensattontnsurer-shalt-record-and-repo workers

on an aggregate basis;

(c) develop and file manual rules, subject to the approval of the commissioner, that are
reasonably related to the recording and reporting of data pursuant to the uniform statistical plan,
uniform experience rating plan, and the uniform classification [system.—Each-workers
o here-to-the-approved-manuarutes-and] plan; and

(d) develop and file the prospective loss costs pursuant to Section 31A-19a-406.

that-are not reasonabty retated-to] shall:

(a) contain reasonable digibility standards;

(b) provide adeguate incentives for 1oss prevention; and

(c) provide for sufficient premium differentials so as to encourage safety.

(3) Each workers compensation insurer, directly or through its selected rate service

organization, shall:

(a) record and report its workers compensation experience to the designated rate service

organization as set forth in the uniform statistical plan approved by the commissioner;

(b) adhereto auniform classification plan and uniform experience rating plan filed with

the commissioner by the rate service organization designated by the commissioner; and
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(c) adhere to the prospective loss costs filed by the designated rate service organization.

(4) The commissioner may adopt rules for:

(a) the development and administration by the designated rate service organization of the:
(i) uniform statistical plan;
(ii) uniform experience rating plan; and

(iii) uniform classfication plan;
(b) therecording and reporting of statistical data [pursuant to-the uniform-classifieation
system-or-the untform-statisticalplan] and experience rating data by the various insurers writing

workers compensation insurance; and

(c) the selection, retention, and termination of the designated rate service organization.

(5) (@) Notwithstanding Subsection (3), an insurer may develop directly or through its

sdlected rate service organization subclassifications of the uniform classification system upon

which arate may be made.

(b) A subclassification shall be filed with the commissioner 30 days before its use.

(c) The commissioner shall disapprove subclassifications if the insurer fails to demonstrate

that the data produced by the subclassifications can be reported cons stently with the uniform

statistical plan and uniform classification plan.
(6) Notwithstanding Subsection (3), an insurer may, directly or though its selected rate
service organization, develop its own experience modifications based on the uniform statistical

plan, uniform classification plan, and uniform rating plan filed by the rate service organization

designated by the commissioner under Subsection (1).

Section 40. Section 31A-19a-405, which is renumbered from Section 31A-19-408 is
renumbered and amended to read:

[31A-19-408]. 31A-19a-405. Filing of ratesand other rating infor mation.
' tHewi fssi ] All workers compensation rates

the effective date[-—Upon] of the rate or information.

(b) Notwithstanding Subsection (1)(a), on application by the filer, the commissioner may

authorize an earlier effective date.
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(2) Thelossand loss adjustment expense factors included in the rates filed under
Subsection (1) shall be the prospective loss costs filed by the designated rate service organization
under Section [31A=19-414] 31A-19a-406.

[ Rates fited-under-this-section

Section 41. Section 31A-19a-406, which is renumbered from Section 31A-19-414 is
renumbered and amended to read:

[31A=19-414]. 31A-19a-406. Filing requirementsfor designated rate service
or ganization.

(1) The rate service organization designated [by-the-commissionertnder-thispart] under
Section 31A-19a-404 snal file with the commissioner the following items proposed for use in this

state at least 30 calendar days before the date they are distributed to members, subscribers, or
others:

(a) each prospective loss cost with its supporting information;

(b) [each—mantal-of] the uniform classification plan and rating [rutes] manud;

(c) [eaeh] the uniform experience rating [schedute;-and] plan manual;

(d) the uniform statistical plan manual; and

[{eh)] (&) each change, amendment, or modification of any of [these] theitemslisted in
Subsections (1)(a) through (d).

(2) (&) If the commissioner believes that prospective loss costs filed violate the excessive,
inadequate, or unfair discriminatory standard in Section [31A=19-404] 31A-19a-201 or any other
applicable requirement of this part, [he] the commissioner may require that the rate service

organization file additional supporting information.
(b) If, after reviewing the supporting information, the commissioner determines that the
prospective |oss costs violate these requirements, [he] the commissioner may:
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(i) require that adjustments to the prospective loss costs be made[-—Hemay-atso] . or
(ii) cal ahearing for any purpose regarding the filing.

Section 42. Section 31A-19a-407 is enacted to read:

31A-19a-407. Cooperation among rating organizations and insurers.

(1) Notwithstanding Section 31A-19a-305, rate service organizations and insurers may

cooperate with each other in rate-making or in other matters within the scope of this part.

(2) (3) The commissioner may review the cooperative activities and practices permitted
under Subsection (1).
(b) If, after a hearing, the commissioner finds any of the cooperative activities or practices

permitted under Subsection (1) to be unfair, unreasonable, or otherwise inconsistent with the law,

the commissioner may issue an order:

(i) specifying in what respects the activity or practice is unfair, unreasonable, or otherwise

inconsistent with the law; and

(ii) requiring the persons or entities involved to discontinue the activity or practice.
Section 43. Section 31A-33-107 is amended to read:
31A-33-107. Dutiesof board -- Creation of subsidiaries-- Enteringinto joint

enterprises.

(1) The board shall:

(a) appoint achief executive officer to administer the Workers Compensation Fund;

(b) receive and act upon financial, management, and actuarial reports covering the
operations of the Workers Compensation Fund,

(c) ensure that the Workers Compensation Fund is administered according to law;

(d) examine and approve an annual operating budget for the Workers Compensation Fund;

(e) serve asinvestment trustees and fiduciaries of the Injury Fund;

(f) receive and act upon recommendations of the chief executive officer;

(g) develop broad policy for the long-term operation of the Workers Compensation Fund,
consistent with its mission and fiduciary responsibility;

(h) subject to Chapter [19] 19a, Part [V, Workers] 4, Workers Compensation
[Ratemaking] Rates, approve any rating plans that would modify a policyholder's premium;

(i) subject to Chapter [19] 193, Part [H,-Workers] 4, Workers Compensation
[Ratemaking] Rates, approve the amount of deviation, if any, from standard insurance rates,
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() approve the amount of the dividends, if any, to be returned to policyholders;

(k) adopt a procurement policy consistent with the provisions of Title 63, Chapter 56, Utah
Procurement Code;

(1) develop and publish an annual report to policyholders, the governor, the Legidature,
and interested parties that describes the financial condition of the Injury Fund, including a
statement of expenses and income and what measures were taken or will be necessary to keep the
Injury Fund actuarially sound;

(m) establish afiscal year;

(n) determine and establish an actuarially sound price for insurance offered by the fund;

(o) establish conflict of interest requirements that govern the board, officers, and
employees; and

(p) perform al other acts necessary for the policymaking and oversight of the Workers
Compensation Fund.

(2) Subject to board review and its responsibilities under Subsection (1)(e), the board may
delegate authority to make daily investment decisions.

(3 Thefund may form or acquire a subsidiary or enter into ajoint enterprise:

(@ only if that action is approved by the board; and

(b) subject to the limitations in Section 31A-33-103.5.

Section 44. Section 31A-33-111 is amended to read:

31A-33-111. Adoption of rates.

(1) The Workers Compensation Fund shall adopt the rates approved by the insurance
commissioner under Chapter [19] 19a, Part [HV] 4, Workers Compensation Rates.

(2) The chief executive officer, with the approval of the board, may file with the insurance
commissioner aresolution to deviate from the rates approved by the insurance commissioner in
order to provide workers compensation insurance at the lowest possible cost to policyholders
consistent with maintaining the actuarial soundness of the Injury Fund.

Section 45. Section 34A-2-202 is amended to read:

34A-2-202. Assessment on employers and counties, cities, towns, or school districts
paying compensation dir ect.

(1) (& Anemployer, including a county, city, town, or school district, who by authority
of the division under Section 34A-2-201 is authorized to pay compensation direct shall pay
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1888 annualy, on or before March 31, an assessment in accordance with this section and rules made by
1889  the commission under this section.

1890 (b) The assessment required by Subsection (1)(a) is to be collected by the State Tax
1891 Commission and paid by the State Tax Commission into the state treasury as provided in

1892  Subsection 59-9-101(2).

1893 (c) The assessment under Subsection (1)(a) shall be based on atotal calculated premium
1894  multiplied by the premium assessment rate established pursuant to Subsection 59-9-101(2).
1895 (d) Thetotal calculated premium, for purposes of calculating the assessment under
1896  Subsection (1)(a), shall be calculated by:

1897 (i) multiplying the total of the standard premium for each class code calculated in

1898  Subsection (1)(e) by the employer's experience modification factor; and

1899 (it) multiplying the total under Subsection (1)(d)(i) by a safety factor determined under
1900  Subsection (1)(g)-

1901 (e) A standard premium shall be calculated by:

1902 (i) multiplying the prospective loss cost for the year being considered, as filed with the

1903  insurance department pursuant to Section [31A=19-414] 31A-19a-406, for each applicable class
1904  code by 1.10 to determine the manual rate for each class code; and

1905 (i) multiplying the manual rate for each class code under Subsection (1)(€)(i) by each $100
1906 of the employer's covered payroll for each class code.

1907 (f) (1) Each employer paying compensation direct shall annually obtain the experience

1908 modification factor required in Subsection (1)(d)(i) by using the rate service organization

1909 designated by the insurance commissioner in [Subsection-31A=19-407(3)] Section 31A-19a-404.
1910 (i) If an employer's experience modification factor under Subsection (1)(f)(i) islessthan

1911  0.50, the employer shall use an experience modification factor of 0.50 in determining the total
1912  calculated premium.

1913 (g) To provideincentive for improved safety, the safety factor required in Subsection
1914  (1)(d)(ii) shall be determined based on the employer's experience modification factor as follows:
1915 EXPERIENCE

1916 MODIFICATION FACTOR SAFETY FACTOR

1917 Lessthanor equal to 0.90  0.56

1918 Greater than 0.90 but less than or equal to 1.00 0.78
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Greater than 1.00 but less than or equal to 1.10 1.00

Greater than 1.10 but less than or equal to 1.20 1.22

Greater than 1.20 1.44

(h) (i) A premium or premium assessment modification other than a premium or premium
assessment modification under this section may not be allowed.

(i) If an employer paying compensation direct fails to obtain an experience modification
factor as required in Subsection (1)(f)(i) within the reasonable time period established by rule by
the State Tax Commission, the State Tax Commission shall use an experience modification factor
of 2.00 and a safety factor of 2.00 to calculate the total calculated premium for purposes of
determining the assessment.

(iii) Prior to calculating the total calculated premium under Subsection (1)(h)(ii), the State
Tax Commission shall provide the employer with written notice that failure to obtain an
experience modification factor within a reasonable time period, as established by rule by the State
Tax Commission:

(A) shall result in the State Tax Commission using an experience modification factor of
2.00 and a safety factor of 2.00 in calculating the total calculated premium for purposes of
determining the assessment; and

(B) may result in the division revoking the employer's right to pay compensation direct.

(i) Thedivison may immediately revoke an employer’s certificate issued under Section
34A-2-201 that permits the employer to pay compensation direct if the State Tax Commission
assigns an experience modification factor and a safety factor under Subsection (1)(h) because the
employer falled to obtain an experience modification factor.

(2) Notwithstanding the annual payment requirement in Subsection (1)(a), an employer
whose total assessment obligation under Subsection (1)(a) for the preceding year was $10,000 or
more shall pay the assessment in quarterly installments in the same manner provided in Section
59-9-104 and subject to the same penalty provided in Section 59-9-104 for not paying or
underpaying an installment.

(3) (& The State Tax Commission shall have access to al the records of the division for
the purpose of auditing and collecting any amounts described in this section.

(b) Time periods for the State Tax Commission to allow arefund or make an assessment
shall be determined in accordance with Section 59-9-106.
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(4) (&) A review of appropriate use of job class assignment and cal culation methodology
may be conducted as directed by the division at any reasonable time as a condition of the
employer's certification of paying compensation direct.

(b) The State Tax Commission shall make any records necessary for the review available
to the commission.

(c) The commission shall make the results of any review available to the State Tax
Commission.

Section 46. Section 53-1-106 is amended to read:

53-1-106. Department duties-- Powers.

(1) Inaddition to the responsibilities contained in this title, the department shall:

(&) make rules and perform the functions specified in Title 41, Chapter 6, Traffic Rules
and Regulations, including:

(i) setting performance standards for towing companies to be used by the department, as
required by Section 41-6-102; and

(i) advising the Department of Transportation regarding the safe design and operation of
school buses, as required by Section 41-6-115;

(b) make rulesto establish and clarify standards pertaining to the curriculum and teaching
methods of a motor vehicle accident prevention course under Section [31A=-19-210] 31A-19a-211,

(c) aidin enforcement efforts to combat drug trafficking using funds appropriated under
Section 58-37-20;

(d) aspart of the annua budget hearings, provide the Executive Offices, Criminal Justice,
and L egislature Appropriations Subcommittee with a complete accounting of expenditures and
revenues from the funds under Section 58-37-20;

(e) meet with the Department of Administrative Services to formulate contracts, establish
priorities, and develop funding mechanisms for dispatch and telecommunications operations, as
required by Section 63A-6-107;

() provide assistance to the Crime Victims Reparations Board and Reparations Office in
conducting research or monitoring victims' programs, as required by Section 63-25a-405;

(g) develop sexua assault exam protocol standards in conjunction with the Utah Hospital
Association, as required by Section 63-25a-409; and

(h) engage in emergency planning activities, including preparation of policy and procedure
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and rulemaking necessary for implementation of the federa Emergency Planning and Community
Right to Know Act of 1986, as required by Section 63-5-5.

(2) (@ The department may establish a schedule of fees as required or alowed in thistitle
for services provided by the department.

(b) Thefeesshall be established in accordance with Section 63-38-3.2.

Section 47. Repealer.

This act repeals:

Section 31A-19-404, Rate standard.

Section 31A-19-405, Payment of dividends.

Section 31A-19-406, Rating criteria.

Section 31A-19-409, Excessrates.

Section 31A-19-410, Uniform experience rating plan.

Section 31A-19-411, Timing of rate disapproval.

Section 31A-19-412, Basisfor rate disapproval.

Section 31A-19-413, Rate disapproval procedure.

Section 31A-19-415, Cooper ation among rating organizations and insurers.

Section 31A-19-416, Rate service or ganization activities.

Section 31A-19-417, Rating or ganization committee member ship.

Section 31A-19-420, Cooper ation among rating organizations and insurers.

L egidlative Review Note
asof 1-27-99 5:22 PM

A limited legal review of thislegidation raises no obvious constitutional or statutory concerns.

Office of L egidative Research and General Counsel



