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Sponsor: L. Steven Poulton
This act modifies the I nsurance Code and related provisions by addressing issuesrelated to
the insurance business in general, health insurance, life insurance, and property insurance.
The act standar dizes definition of terms and makes other technical changes. The act changes
terminology from " disability insurance" to " accident and health insurance.” The act defines
the scope and applicability of certain provisionsincluded in thisact. The act imposes certain
requirements on health organizations that areimposed on insurers. The act addressesthe
conditions gover ning the issuance and renewal of certificates of authority, including allowing
the commissioner to enter into inter state compacts. The act addresses the form of and
infor mation required in statements filed with the department including per mitting the
department to accept documents complying with National Association of I nsurance
Commissioner s requirements instead of statutory requirements. The act addressesthe
requirements of minimum capital and per manent surplus as well asthe amount of the
deposit each authorized or ganization shall maintain with the commissioner. The act
addressesissues related to formation, cancellation, and required provisions of insurance
contracts. The act redefines the qualified assets that may be used in deter mining the
financial condition of an insurer. The act changes the requirementsfor title insurance
reserves. Theact requiresthat all documents and agreements that constitute a life insurance
policy shall be defined and attached to the policy. The act creates notification requirements
for termination of a group or blanket life insurance policy. The act modifiesthe
responsibilities of the Health Benefit Plan Committee. The act expands the commissioner's
rulemaking responsibilities for M edicar e supplemental policies. The act requires a policy
summary or illustration to be delivered with alife insurance policy. The act requires, in
certain circumstances, monthly reports on an accident and health rider or supplemental
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benefit. The act addresses mater nity benefitsrequired in a conversion policy. The act
changes the requirements and restrictions on long-term car e insurance policies. The act
modifies the licensing, continuing education, and examination requirements for agents,
brokers, consultants, third party administrators, and independent or public adjusters. The
act also addresses the termination of licenses for agents, brokers, consultants, third party
administrators, and independent or public adjusters. The act expandsthe list of activities
that qualify as unfair marketing practices. The act addresses the handling of escrow funds
by titleinsurance agents. The act requirestitle insurance agents to make disclosures to loan
applicants purchasing titleinsurance. The act requiresa financial institution to maintain
customer privacy by ensuring confidentiality of insurance information. The act addr esses
sharing commissions for referrals of potential customers. The act addresses continuance of
cover age by health maintenance or ganizations.
This act affects sections of Utah Code Annotated 1953 as follows:
AMENDS:

7-9-5, as last amended by Chapter 329, Laws of Utah 1999

26-19-2, aslast amended by Chapters 39 and 145, Laws of Utah 1998

26-40-104, as enacted by Chapter 360, Laws of Utah 1998

31A-1-103, as last amended by Chapter 4, Laws of Utah 1993

31A-1-301, aslast amended by Chapters 130 and 131, Laws of Utah 1999

31A-2-201, as last amended by Chapter 316, Laws of Utah 1994

31A-2-214, aslast amended by Chapter 12, Laws of Utah 1987, First Special Session

31A-4-103, as enacted by Chapter 242, Laws of Utah 1985

31A-4-113, aslast amended by Chapter 258, Laws of Utah 1992

31A-5-211, aslast amended by Chapter 9, Laws of Utah 1996, Second Special Session

31A-5-418, as last amended by Chapter 9, Laws of Utah 1996, Second Special Session

31A-5-703, as enacted by Chapter 9, Laws of Utah 1996, Second Special Session

31A-6a-102, as enacted by Chapter 203, Laws of Utah 1992

31A-6a-110, as enacted by Chapter 203, Laws of Utah 1992

31A-8-101, as last amended by Chapter 261, Laws of Utah 1989

31A-8-103 (Effective 04/30/01), as last amended by Chapter 300, Laws of Utah 2000

31A-8-205, as enacted by Chapter 204, Laws of Utah 1986
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31A-8-209, as enacted by Chapter 204, Laws of Utah 1986

31A-8-211, aslast amended by Chapter 30, Laws of Utah 1992

31A-8-213, as enacted by Chapter 204, Laws of Utah 1986

31A-8-402, as last amended by Chapter 327, Laws of Utah 1990

31A-8-407, as enacted by Chapter 261, Laws of Utah 1989

31A-8-408, as last amended by Chapter 344, Laws of Utah 1995

31A-9-212 (Effective 04/30/01), as last amended by Chapter 300, Laws of Utah 2000
31A-11-102, as last amended by Chapter 10, Laws of Utah 1988, Second Special Session
31A-14-201, as last amended by Chapter 204, Laws of Utah 1986

31A-14-212, as enacted by Chapter 242, Laws of Utah 1985

31A-15-103, as last amended by Chapter 55, Laws of Utah 1999

31A-15-106, as last amended by Chapter 204, Laws of Utah 1986

31A-17-201, as last amended by Chapter 131, Laws of Utah 1999

31A-17-401, as last amended by Chapter 9, Laws of Utah 1996, Second Special Session
31A-17-402, as last amended by Chapter 305, Laws of Utah 1993

31A-17-408, as enacted by Chapter 242, Laws of Utah 1985

31A-17-504, as enacted by Chapter 305, Laws of Utah 1993

31A-17-505, as enacted by Chapter 305, Laws of Utah 1993

31A-17-507, as enacted by Chapter 305, Laws of Utah 1993

31A-17-508, as enacted by Chapter 305, Laws of Utah 1993

31A-17-509, as enacted by Chapter 305, Laws of Utah 1993

31A-17-513, as enacted by Chapter 305, Laws of Utah 1993

31A-17-601, as enacted by Chapter 9, Laws of Utah 1996, Second Special Session
31A-17-602, as last amended by Chapter 185, Laws of Utah 1997

31A-17-603, as enacted by Chapter 9, Laws of Utah 1996, Second Special Session
31A-17-604, as enacted by Chapter 9, Laws of Utah 1996, Second Special Session
31A-17-605, as enacted by Chapter 9, Laws of Utah 1996, Second Special Session
31A-17-606, as enacted by Chapter 9, Laws of Utah 1996, Second Special Session
31A-17-607, as enacted by Chapter 9, Laws of Utah 1996, Second Special Session
31A-17-608, as enacted by Chapter 9, Laws of Utah 1996, Second Special Session
31A-17-609, as last amended by Chapter 131, Laws of Utah 1999
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90 31A-17-610, as enacted by Chapter 9, Laws of Utah 1996, Second Special Session
91 31A-17-613, as enacted by Chapter 9, Laws of Utah 1996, Second Special Session
92 31A-18-105, as last amended by Chapter 9, Laws of Utah 1996, Second Special Session
93 31A-19a-101, as renumbered and amended by Chapter 130, Laws of Utah 1999
94 31A-21-103, as last amended by Chapter 204, Laws of Utah 1986
95 31A-21-104, as last amended by Chapter 190, Laws of Utah 1996
96 31A-21-201, as last amended by Chapter 114, Laws of Utah 2000
97 31A-21-301, as last amended by Chapter 230, Laws of Utah 1992
98 31A-21-303, as last amended by Chapter 203, Laws of Utah 1999
99 31A-21-307, as last amended by Chapter 68, Laws of Utah 1989

100 31A-21-401, as enacted by Chapter 204, Laws of Utah 1986

101 31A-21-402, as enacted by Chapter 204, Laws of Utah 1986

102 31A-21-403, as enacted by Chapter 204, Laws of Utah 1986

103 31A-21-404, as enacted by Chapter 204, Laws of Utah 1986

104 31A-21-501, as last amended by Chapter 302, Laws of Utah 1999

105 31A-21-502, as enacted by Chapter 132, Laws of Utah 1997

106 31A-21-503, as enacted by Chapter 132, Laws of Utah 1997

107 31A-21-505, as enacted by Chapter 132, Laws of Utah 1997

108 31A-22-403, as enacted by Chapter 242, Laws of Utah 1985

109 31A-22-404, as last amended by Chapter 114, Laws of Utah 2000

110 31A-22-415, as last amended by Chapter 39, Laws of Utah 1998

111 31A-22-423, as last amended by Chapter 329, Laws of Utah 1998

112 31A-22-510, as last amended by Chapter 91, Laws of Utah 1987

113 31A-22-517, as enacted by Chapter 242, Laws of Utah 1985

114 31A-22-518, as enacted by Chapter 242, Laws of Utah 1985

115 31A-22-520, as enacted by Chapter 242, Laws of Utah 1985

116 31A-22-600, as enacted by Chapter 242, Laws of Utah 1985

117 31A-22-601, as enacted by Chapter 242, Laws of Utah 1985

118 31A-22-602, as enacted by Chapter 242, Laws of Utah 1985

119 31A-22-603, as enacted by Chapter 242, Laws of Utah 1985

120 31A-22-604, as last amended by Chapter 1, Laws of Utah 2000



01-11-01 5:56 PM S.B. 100

121 31A-22-605, as last amended by Chapter 224, Laws of Utah 1992
122 31A-22-606, as last amended by Chapter 316, Laws of Utah 1994
123 31A-22-607, as enacted by Chapter 242, Laws of Utah 1985

124 31A-22-608, as last amended by Chapter 91, Laws of Utah 1987
125 31A-22-609, as enacted by Chapter 242, Laws of Utah 1985

126 31A-22-610, as last amended by Chapter 206, Laws of Utah 1996
127 31A-22-610.2, as enacted by Chapter 114, Laws of Utah 2000
128 31A-22-610.5, as last amended by Chapters 102 and 137, Laws of Utah 1995
129 31A-22-611, as enacted by Chapter 242, Laws of Utah 1985

130 31A-22-612, as last amended by Chapter 204, Laws of Utah 1986
131 31A-22-613, as last amended by Chapter 160, Laws of Utah 2000
132 31A-22-613.5, as last amended by Chapter 114, Laws of Utah 2000
133 31A-22-614, as enacted by Chapter 242, Laws of Utah 1985

134 31A-22-617, as last amended by Chapter 267, Laws of Utah 2000
135 31A-22-619, as last amended by Chapter 316, Laws of Utah 1994
136 31A-22-620, as last amended by Chapter 185, Laws of Utah 1997
137 31A-22-623, as enacted by Chapter 6, Laws of Utah 1998

138 31A-22-624, as enacted by Chapter 357, Laws of Utah 1998

139 31A-22-626, as enacted by Chapter 248, Laws of Utah 2000

140 31A-22-630, as enacted by Chapter 114, Laws of Utah 2000

141 31A-22-701, as last amended by Chapter 143, Laws of Utah 1996
142 31A-22-702, as enacted by Chapter 242, Laws of Utah 1985

143 31A-22-703, as last amended by Chapter 329, Laws of Utah 1998
144 31A-22-704, as last amended by Chapter 321, Laws of Utah 1995
145 31A-22-705, as last amended by Chapter 261, Laws of Utah 1989
146 31A-22-715, as last amended by Chapter 12, Laws of Utah 1994
147 31A-22-716, as enacted by Chapter 327, Laws of Utah 1990

148 31A-22-717, as enacted by Chapter 253, Laws of Utah 1991

149 31A-22-720, as enacted by Chapter 114, Laws of Utah 2000

150 31A-22-801, as enacted by Chapter 242, Laws of Utah 1985

151 31A-22-802, as enacted by Chapter 242, Laws of Utah 1985
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152 31A-22-803, as enacted by Chapter 242, Laws of Utah 1985

153 31A-22-804, as enacted by Chapter 242, Laws of Utah 1985

154 31A-22-805, as enacted by Chapter 242, Laws of Utah 1985

155 31A-22-806, as last amended by Chapter 204, Laws of Utah 1986
156 31A-22-807, as last amended by Chapter 230, Laws of Utah 1992
157 31A-22-808, as enacted by Chapter 242, Laws of Utah 1985

158 31A-22-809, as enacted by Chapter 242, Laws of Utah 1985

159 31A-22-1002, as last amended by Chapter 375, Laws of Utah 1997
160 31A-22-1101, as enacted by Chapter 242, Laws of Utah 1985
161 31A-22-1401, as enacted by Chapter 243, Laws of Utah 1991
162 31A-22-1402, as enacted by Chapter 243, Laws of Utah 1991
163 31A-22-1407, as last amended by Chapter 344, Laws of Utah 1995
164 31A-22-1409, as enacted by Chapter 243, Laws of Utah 1991
165 31A-22-1411, as enacted by Chapter 344, Laws of Utah 1995
166 31A-22-1412, as enacted by Chapter 344, Laws of Utah 1995
167 31A-23-101, as enacted by Chapter 242, Laws of Utah 1985

168 31A-23-102, as last amended by Chapter 1, Laws of Utah 2000
169 31A-23-201, as last amended by Chapter 344, Laws of Utah 1995
170 31A-23-202, as last amended by Chapter 232, Laws of Utah 1997
171 31A-23-203, as last amended by Chapter 131, Laws of Utah 1999
172 31A-23-204, as last amended by Chapter 131, Laws of Utah 1999
173 31A-23-206, as last amended by Chapter 131, Laws of Utah 1999
174 31A-23-207, as last amended by Chapter 316, Laws of Utah 1994
175 31A-23-209, as last amended by Chapter 204, Laws of Utah 1986
176 31A-23-211.7, as enacted by Chapter 131, Laws of Utah 1999
177 31A-23-212, as last amended by Chapter 131, Laws of Utah 1999
178 31A-23-216, as last amended by Chapter 232, Laws of Utah 1997
179 31A-23-218, as enacted by Chapter 242, Laws of Utah 1985

180 31A-23-302, as last amended by Chapter 344, Laws of Utah 1995
181 31A-23-303, as last amended by Chapter 204, Laws of Utah 1986

182 31A-23-307, as last amended by Chapter 185, Laws of Utah 1997
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183 31A-23-310, as last amended by Chapter 344, Laws of Utah 1995

184 31A-23-312, as last amended by Chapter 230, Laws of Utah 1992

185 31A-23-316, as enacted by Chapter 329, Laws of Utah 1998

186 31A-23-404, as last amended by Chapter 293, Laws of Utah 1998

187 31A-23-503, as last amended by Chapter 1, Laws of Utah 2000

188 31A-23-601, as last amended by Chapter 1, Laws of Utah 2000

189 31A-23-702, as enacted by Chapter 258, Laws of Utah 1992

190 31A-23-705, as enacted by Chapter 258, Laws of Utah 1992

191 31A-25-102, as enacted by Chapter 242, Laws of Utah 1985

192 31A-25-202, as enacted by Chapter 242, Laws of Utah 1985

193 31A-25-203, as enacted by Chapter 242, Laws of Utah 1985

194 31A-25-205, as last amended by Chapters 1 and 114, Laws of Utah 2000
195 31A-25-206, as enacted by Chapter 242, Laws of Utah 1985

196 31A-25-207, as enacted by Chapter 242, Laws of Utah 1985

197 31A-25-208, as enacted by Chapter 242, Laws of Utah 1985

198 31A-26-101, as last amended by Chapter 30, Laws of Utah 1992

199 31A-26-202, as last amended by Chapter 232, Laws of Utah 1997

200 31A-26-203, as last amended by Chapter 9, Laws of Utah 1996, Second Special Session
201 31A-26-204, as last amended by Chapter 131, Laws of Utah 1999

202 31A-26-206, as last amended by Chapter 131, Laws of Utah 1999

203 31A-26-207, as last amended by Chapter 204, Laws of Utah 1986

204 31A-26-208, as last amended by Chapter 204, Laws of Utah 1986

205 31A-26-209, as last amended by Chapter 204, Laws of Utah 1986

206 31A-26-213, as last amended by Chapter 232, Laws of Utah 1997

207 31A-26-302, as enacted by Chapter 242, Laws of Utah 1985

208 31A-28-102, as last amended by Chapter 316, Laws of Utah 1994

209 31A-28-103, as last amended by Chapter 316, Laws of Utah 1994

210 31A-28-106, as repealed and reenacted by Chapter 211, Laws of Utah 1991
211 31A-28-108, as last amended by Chapter 344, Laws of Utah 1995

212 31A-28-109, as repealed and reenacted by Chapter 211, Laws of Utah 1991

213 31A-28-202, as last amended by Chapter 97, Laws of Utah 1988
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214 31A-29-103, as enacted by Chapter 232, Laws of Utah 1990

215 31A-29-117, as last amended by Chapter 114, Laws of Utah 2000

216 31A-30-103, as last amended by Chapter 265, Laws of Utah 1997

217 31A-30-104, as last amended by Chapter 131, Laws of Utah 1999

218 31A-30-106, as last amended by Chapter 267, Laws of Utah 2000

219 31A-30-106.5, as enacted by Chapter 321, Laws of Utah 1995

220 31A-30-107, as last amended by Chapters 114 and 315, Laws of Utah 2000
221 31A-32a-102, as enacted by Chapter 131, Laws of Utah 1999

222 31A-33-103.5, as last amended by Chapter 107, Laws of Utah 1998

223 34A-2-103, as last amended by Chapters 55 and 199, Laws of Utah 1999
224 58-67-501, as last amended by Chapter 227, Laws of Utah 1997

225 58-68-501, as last amended by Chapter 227, Laws of Utah 1997

226 59-10-114, as last amended by Chapter 257, Laws of Utah 2000

227 62A-11-326.1, as last amended by Chapter 145, Laws of Utah 1998

228 62A-11-326.2, as last amended by Chapter 145, Laws of Utah 1998

229 63-25a-413, as renumbered and amended by Chapter 242, Laws of Utah 1996
230 63-55-231, aslast amended by Chapters 52 and 267, Laws of Utah 2000
231 67-22-1, aslast amended by Chapter 117, Laws of Utah 2000

232 67-22-2, as last amended by Chapter 117, Laws of Utah 2000

233 78-14-4.5, as last amended by Chapters 30 and 240, Laws of Utah 1992
234 78-45-7.5, as last amended by Chapter 161, Laws of Utah 2000

235 ENACTS

236 31A-2-217, Utah Code Annotated 1953

237 31A-22-424, Utah Code Annotated 1953

238 31A-22-522, Utah Code Annotated 1953

239 31A-22-631, Utah Code Annotated 1953

240 31A-22-632, Utah Code Annotated 1953

241 31A-22-1413, Utah Code Annotated 1953

242 31A-22-1414, Utah Code Annotated 1953

243 31A-23-201.5, Utah Code Annotated 1953

244 31A-23-317, Utah Code Annotated 1953
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31A-26-215, Utah Code Annotated 1953
REPEALS AND REENACTS:

31A-27-311.5, as enacted by Chapter 170, Laws of Utah 1990
REPEALS:

31A-8-210, as last amended by Chapter 9, Laws of Utah 1996, Second Special Session

31A-8-212, as last amended by Chapter 327, Laws of Utah 1990
Be it enacted by the Legidature of the state of Utah:

Section 1. Section 7-9-5 is amended to read:

7-9-5. Powers of credit unions.

In addition to the powers specified elsewhere in this chapter, a credit union may:

(1) make contracts,

(2) sue and be sued;

(3) acquire, lease, or hold fixed assets, including real property, furniture, fixtures, and
equipment as the directors consider necessary or incidental to the operation and business of the
credit union, but the value of the real property may not exceed 7% of credit union assets, unless
approved by the commissioner;

(4) pledge, hypothecate, sell, or otherwise dispose of real or persona property, ether in
whole or in part, necessary or incidental to its operation;

(5) incur and pay necessary and incidental operating expenses,

(6) require an entrance or membership fee;

(7) receive the funds of its members in payment for:

(@) shares;

(b) share certificates;

(c) deposits;

(d) deposit certificates;

(e) sharedrafts;

(f) NOW accounts; and

(g) other instruments,

(8) alow withdrawal of shares and deposits, as requested by a member orally to athird
party with prior authorization in writing, including, but not limited to, drafts drawn on the credit
union for payment to the member or any third party, in accordance with the procedures established
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by the board of directors, including, but not limited to, drafts, third-party instruments, and other
transaction instruments, as provided in the bylaws;

(9) charge feesfor its services,

(10) extend credit to its members, at rates established in accordance with the bylaws or by
the board of directors,

(11) extend credit secured by real estate;

(12) make loan participation arrangements with other credit unions, credit union
organizations, or financial organizations in accordance with written policies of the board of
directors, if the credit union that originates aloan for which participation arrangements are made
retains an interest of at least 10% of the loan;

(13) sell and pledge €ligible obligations in accordance with written policies of the board
of directors,

(14) engage in activities and programs of the federal government or this state or any
agency or political subdivision of the state, when approved by the board of directors and not
inconsistent with this chapter;

(15) act asfiscal agent for and receive payments on shares and deposits from the federal
government, this state, or its agencies or political subdivisions not inconsistent with the laws of
this state;

(16) borrow money and issue evidence of indebtedness for aloan or loans for temporary
purposes in the usual course of its operations,

(17) discount and sell notes and obligations;

(18) el al or any portion of its assets to another credit union or purchase all or any
portion of the assets of another credit union;

(19) invest funds as provided in this title and in its bylaws,

(20) maintain deposits in insured depository institutions as provided in this title and in its
bylaws,

(21) (@) hold membership in corporate credit unions organized under this chapter or under
other state or federal statutes; and

(b) hold membership or equity interest in associations and organizations of credit unions,
including credit union service organizations;

(22) declare and pay dividends on shares, contract for and pay interest on deposits, and pay
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refunds of interest on loans as provided in this title and in its bylaws,

(23) collect, receive, and disburse funds in connection with the sale of negotiable or
nonnegotiable instruments and for other purposes that provide benefits or convenience to its
members, as provided in thistitle and in its bylaws,

(24) make donations for the members welfare or for civic, charitable, scientific, or
educational purposes as authorized by the board of directors or provided in its bylaws,

(25) act astrustee of funds permitted by federal law to be deposited in a credit union as
a deferred compensation or tax deferred device, including, but not limited to, individual retirement
accounts as defined by Section 408, Internal Revenue Code;

(26) purchase reasonable [eisabttity] accident and health insurance, including accidental

death benefits, for directors and committee members through insurance companies licensed in this
state as provided in its bylaws;

(27) provide reasonable protection through insurance or other means to protect board
members, committee members, and employees from liability arising out of consumer legislation
such as, but not limited to, truth-in-lending and equal credit laws and as provided in its bylaws;

(28) reimburse directors and committee members for reasonable and necessary expenses
incurred in the performance of their duties;

(29) participate in systems which allow the transfer, withdrawal, or deposit of funds of
credit unions or credit union members by automated or electronic means and hold membership in
entities established to promote and effectuate these systems, if:

(a) the participation is not inconsistent with the law and rules of the department; and

(b) any credit union participating in any system notifies the department as provided by law;

(30) issue credit cards and debit cards to alow membersto obtain accessto their shares,
deposits, and extensions of credit;

(31) provide any act necessary to obtain and maintain membership in the credit union;

(32) exerciseincidental powers necessary to carry out the purpose for which a credit union
is organized,

(33) undertake other activities relating to its purpose as its bylaws may provide;

(34) engage in other activities, exercise other powers, and enjoy other rights, privileges,
benefits, and immunities authorized by rules of the commissioner;

(35) act astrustee, custodian, or administrator for Keogh plans, individual retirement



338
339
340
341
342
343

345
346
347
348
349
350
351
352
353
354
355
356
357
358
359
360
361
362
363
364
365
366
367
368

S.B. 100 01-11-01 5:56 PM

accounts, credit union employee pension plans, and other employee benefit programs; and

(36) advertiseto the genera public the products and services offered by the credit union
if the advertisement prominently discloses that to use the products or services of the credit union
apersonisrequired to:

(a) be€ligible for membership in the credit union; and

(b) become a member of the credit union.

Section 2. Section 26-19-2 is amended to read:

26-19-2. Definitions.

As used in this chapter:

(1) "Employee welfare benefit plan” means a medical insurance plan developed by an
employer under 29 U.S.C. Section 1001, et seq., the Employee Retirement Income Security Act
of 1974 as amended.

(2) "Estate" means, regarding a deceased recipient, al real and personal property or other
assets included within a decedent'’s estate as defined in Section 75-1-201 and a decedent's
augmented estate as defined in Section 75-2-203.

(3) "Insurer" includes:

(@) agroup hedlth plan as defined in Subsection 607(1) of the federal Employee Retirement
Income Security Act of 1974;

(b) ahedth maintenance organization; and

(c) any entity offering a health service benefit plan.

(4) "Medical assstance" means.

(@) al funds expended for the benefit of arecipient under Title 26, Chapter 18, Medical
Assistance Act, or under Titles XVII1 and X1X, federal Socia Security Act; and

(b) any other services provided for the benefit of arecipient by a prepaid health care
delivery system under contract with the department.

(5) "Provider" means a person or entity who provides services to arecipient.

(6) "Recipient” means.

(@) aperson who has applied for or received medical assistance from the state;

(b) the guardian, conservator, or other personal representative of a person under Subsection
(6)(a) if the person isaminor or an incapacitated person; or

(c) the estate and survivors of a person under Subsection (6)(a) if the person is deceased.
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(7) "State plan" means the state Medicaid program as enacted in accordance with Title
XI1X, federal Socia Security Act.

(8) "Third party" includes:

(@ anindividual, institution, corporation, public or private agency, trust, estate, insurance
carrier, employee welfare benefit plan, health maintenance organization, health service
organization, preferred provider organization, governmental program such as Medicare,
CHAMPUS, and workers compensation, which may be obligated to pay all or part of the medical
costs of injury, disease, or disability of arecipient, unless any of these are excluded by department
rule; and

(b) aspouse or a parent who:

(i) may be obligated to pay al or part of the medical costs of arecipient under law or by
court or administrative order; or

(i) has been ordered to maintain health, dental, or [efsabitity] accident and health
insurance to cover medical expenses of a spouse or dependent child by court or administrative

order.

Section 3. Section 26-40-104 is amended to read:

26-40-104. Advisory Council.

(1) Thereiscreated a Utah Children's Health Insurance Program Advisory Council
consisting of at least eight and no more than eleven members appointed by the executive director
of the department. The term of each appointment shall be three years. The appointments shall be
staggered at one-year intervals to ensure continuity of the advisory council.

(2) The advisory council shall meet at least quarterly.

(3) The membership of the advisory council shall include at least one representative from
each of the following groups:

(@) child health care providers;

(b) parents and guardians of children enrolled in the program;

(c) ethnic populations other than American Indians;

(d) American Indians;

(e) the Hedlth Policy Commission;

(f) the Utah Association of Health Care Providers;

(g) health and [dtsabittty] accident and health insurance providers; and
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(h) the general public.

(4) The advisory council shall advise the department on:

() benefits design;

(b) eigibility criteria;

(c) outreach;

(d) evaluation; and

(e) special strategies for under-served populations.

(5) (@) (i) Memberswho are not government employees may not receive compensation or
benefits for their services, but may receive per diem and expenses incurred in the performance of
the member's official duties at the rates established by the Division of Finance under Sections
63A-3-106 and 63A-3-107.

(i) Members may decline to receive per diem and expenses for their service.

(b) (i) State government officer and employee members who do not receive salary, per
diem, or expenses from their agency for their service may receive per diem and expenses incurred
in the performance of their official duties from the council at the rates established by the Division
of Finance under Sections 63A-3-106 and 63A-3-107.

(if) State government officer and employee members may decline to receive per diem and
expenses for their service.

Section 4. Section 31A-1-103 is amended to read:

31A-1-103. Scope and applicability of title.

(1) Thistitle does not apply to:

() retainer contracts made by attorneys-at-law with individual clients with fees based on
estimates of the nature and amount of services to be provided to the specific client, and similar
contracts made with a group of clients involved in the same or closely related legal matters,

(b) arrangements for providing benefits that do not exceed a limited amount of
consultations, advice on smple legal matters, either alone or in combination with referral services,
or the promise of fee discounts for handling other legal matters,

(c) limited legal assistance on an informal basis involving neither an express contractual
obligation nor reasonable expectations, in the context of an employment, membership, educational,
or similar relationship; or

(d) legal assistance by employee organizations to their members in matters relating to
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employment.
(2) (&) Thistitle restricts otherwise legitimate business activity.
(b) What thistitle does not prohibit is permitted unless contrary to other provisions of Utah

(3) Except as otherwise expressly provided, this title does not apply to:

(a) those activities of an insurer where state jurisdiction is preempted by Section 514 of
the federal Employee Retirement Income Security Act of 1974, as amended,;

(b) ocean marine insurance;

(c) death and [elisabitity] accident and health benefits provided by an organization where
the principal purpose isto achieve charitable, educational, socia, or religious objectives rather than
to provide death and [dtsabttity] accident and health benefits, if the organization does not incur a
legal obligation to pay a specified amount and does not create reasonable expectations of receiving

a specified amount on the part of an insured person;

(d) other business specified in rules adopted by the commissioner on afinding that the
transaction of such businessin this state does not require regulation for the protection of the
interests of the residents of this state or on a finding that it would be impracticable to require
compliance with thistitle;

(e) (i) transactions independently procured through negotiations under Section
31A-15-104;

(i) however, the transactions described in Subsection (3)(€)(i) are subject to taxation under
Section 31A-3-301;

(f) self-insurance;

(9) reinsurance;

(h) subject to Subsection (4), employee and labor union group or blanket insurance
covering risksin this state if:

(i) the policyholder exists primarily for purposes other than to procure insurance;

(i) the policyholder is not aresident of this state or a domestic corporation or does not
have its principal office in this state;

(iif) no more than 25% of the certificate holders or insureds are residents of this state;

(iv) onrequest of the commissioner, the insurer files with the department a copy of the
policy and a copy of each form or certificate; and
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(v) theinsurer agreesto pay premium taxes on the Utah portion of its business, asif it were
authorized to do businessin this state, and if the insurer provides the commissioner with the
security the commissioner considers necessary for the payment of premium taxes under Title 59,
Chapter 9, Taxation of Admitted Insurers; or

(B) amanufacturer's service contract.

(4) (&) After ahearing, the commissioner may order an insurer of certain group or blanket
contracts to transfer the Utah portion of the business otherwise exempted under Subsection (3)(h)
to an authorized insurer if the contracts have been written by an unauthorized insurer.

(b) If the commissioner finds that the conditions required for the exemption of a group or
blanket insurer are not satisfied or that adequate protection to residents of this state is not provided,
[ke] the commissioner may require.

(i) theinsurer to be authorized to do business in this state; or [regtire]
(ii) that any of the insurer's transactions be subject to thistitle.

(5) (a) Asused in Subsection (3)(i) and this Subsection (5):

(i) "manufacturer's service contract” means a service contract:

(A) made available by a manufacturer of a product:

(1) on one specific product; or

(1) _on products that are components of a system: and

(B) under which the manufacturer is liable for services to be provided under the service

contract including, if the manufacturer's service contract designates, providing parts and labor;

(i) "manufacturer's warranty" means the guaranty of the manufacturer of a product:

(A) (1) on one specific product; or

(1) _on products that are components of a system: and

(B) under which the manufacturer is liable for services to be provided under the warranty,
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including, if the manufacturer's warranty designates, providing parts and labor; and
(iii) "service contract" is as defined in Section 31A-6a-101.
(b) A manufacturer's warranty may be designated as:

(i) awarranty;

(i) aqguaranty; or

(iii) aterm similar to aterm described in Subsection (5)(b)(i) or (ii).

(c) Thistitle does not apply to:

(i) amanufacturer's warranty;

(i) amanufacturer's service contract paid for with consideration that is in addition to the

consideration paid for the product itself: and

(iii) aservice contract that is not a manufacturer's warranty or manufacturer's service

contract if:
(A) the service contract is paid for with consideration that is in addition to the

consideration paid for the product itself: and

(B) the service contract is for the repair or maintenance of goods;

(C) the cost of the product is equal to an amount determined in accordance with
Subsection (5)(e); and
(D) the product is not a motor vehicle.

(d) Thistitle does not apply to a manufacturer's warranty or service contract paid for with

consideration that is in addition to the consideration paid for for the product itself regardless of

whether the manufacturer's warranty or service contract is sold:

(i) _at the time of the purchase of the product; or

(i) at atime other than the time of the purchase of the product.

(€) (i) For fiscal year 2001-02, the amount described in Subsection (5)(c)(iii)(C) shall be
equal to $3,700 or less.

(i) For each fiscal year after fiscal year 2001-02, the commissioner shall annually
determine whether the amount described in Subsection (5)(c)(iii)(C) should be adjusted in
accordance with changes in the Consumer Price Index published by the United States Bureau of

Labor Statistics selected by the commissioner by rule, between:

(A) the Consumer Price Index for the February immediately preceding the adjustment; and
(B) the Consumer Price Index for February 2001.
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524 (iii) If under Subsection (5)(e)(ii) the commissioner determines that an adjustment should
525  be made, the commission shall make the adjustment by rule.

526 Section 5. Section 31A-1-301 is amended to read:

527 31A-1-301. Definitions.

528 Asused in thistitle, unless otherwise specified:

529 (1) (a) "Accident and hedlth insurance" means insurance to provide protection against

530 economic losses resulting from:

531 (i) amedical condition including:

532 (A) medical care expenses, or

533 (B) therisk of disability;

534 (i) accident; or

535 (iii) sickness.

536 (b) "Accident and health insurance':

537 (i) includes a contract with disability contingencies including:

538 (A) anincome replacement contract;

539 (B) ahealth care contract;

540 (C) an expense reimbursement contract;

541 (D) acredit accident and health contract;

542 (E) acontinuing care contract; and

543 (F) long-term care contracts; and

544 (ii) may provide:

545 (A) hospital coverage;

546 (B) surgical coverage;

547 (C) medical coverage; or

548 (D) loss of income coverage.

549 (c) "Accident and health insurance”" does not include workers compensation insurance.
550 [tH] (2) "Administrator” is defined in Subsection [{96)] (111).

551 [3)] (3) "Adult" means a natural person who has attained the age of at least 18 years.
552 [€3)] (4) "Affiliate" means any person who controls, is controlled by, or is under common

553  control with, another person. A corporation is an affiliate of another corporation, regardless of
554  ownership, if substantially the same group of natural persons manages the corporations.



555
556
557
558
559
560
561
562
563
564
565
566
567
568
569
570
571
572
573
574
575
576
S77
578
579
580
581
582
583
584
585

01-11-01 5:56 PM S.B. 100

[t4] (5) "Alieninsurer” means an insurer domiciled outside the United States.
(6) "Amendment" means an endorsement to an insurance policy or certificate.

[€5)] (7) "Annuity" means an agreement to make periodical payments for a period certain
or over the lifetime of one or more natural persons if the making or continuance of all or some of
the series of the payments, or the amount of the payment, is dependent upon the continuance of
human life.

(8) "Application" means a document:

(a) completed by an applicant to provide information about the risk to be insured; and

(b) that contains information that is used by the insurer to:
(i) evaluate risk; and

(i) decide whether to:

(A) insure the risk under:

(1) the coverages as originally offered; or

(11) amodification of the coverage as originaly offered; or

(B) decline to insure the risk.

[€6)] (9) "Articles' or "articles of incorporation” means the original articles, special laws,
charters, amendments, restated articles, articles of merger or consolidation, trust instruments, and
other constitutive documents for trusts and other entities that are not corporations, and
amendments to any of these.

[(A] (10) "Bail bond insurance" means a guarantee that a person will attend court when
required, or will obey the orders or judgment of the court, as a condition to the release of that
person from confinement.

[€8)] (11) "Binder" is defined in Section 31A-21-102.

[€9)] (12) "Board," "board of trustees," or "board of directors' means the group of persons
with responsibility over, or management of, a corporation, however designated.

[€26)] (13) "Business of insurance” is defined in Subsection [€53}] (64).

[(11)] (14) "Business plan' means the information required to be supplied to the
commissioner under Subsections 31A-5-204(2)(i) and (j), including the information required when
these subsections are applicable by reference under:

(@) Section 31A-7-201;

(b) Section 31A-8-205; or
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(c) Subsection 31A-9-205(2).

[(12)] (15) "Bylaws' means the rules adopted for the regulation or management of a
corporation's affairs, however designated and includes comparable rules for trusts and other entities
that are not corporations.

[€13}] (16) "Casudlty insurance" means liability insurance as defined in Subsection [{59)]
(70).

[€34)] (17) "Certificate" means [the] evidence of insurance given to:

(@) aninsured under a group insurance policy; or

(b) athird party.

[€15)] (18) "Certificate of authority” isincluded within the term "license.”

[€16)] (19) "Claim," unless the context otherwise requires, means arequest or demand on

an insurer for payment of benefits according to the terms of an insurance policy.

[(+A] (20) "Claims-made coverage" means an insurance contract or provision limiting
coverage under a policy insuring against legal liability to claimsthat are first made against the
insured while the policy isin force.

[€18}] (21) (&) "Commissioner” or "commissioner of insurance" means Utah's insurance
commissioner.

(b) When appropriate, the terms listed in Subsection [{18)] (21)(a) apply to the equivalent
supervisory officia of another jurisdiction.

(22) (@) "Continuing care insurance" means insurance that:

(i) provides board and lodging:

(ii) provides one or more of the following services:

(A) personal services;

(B) nursing services;

(C) medical services; or

(D) other health-related services; and

(iii) provides the coverage described in Subsection (22)(a)(i) under an agreement effective:
(A) for thelife of the insured; or

(B) for aperiod in excess of one year.

(b) Insurance is continuing care insurance regardless of whether or not the board and

lodqging are provided at the same location as the services described in Subsection (22)(a)(ii).
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[€19)] (23) (a) "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:

(i) by contract;

(i) by common management;

(iii) through the ownership of voting securities; or

(iv) by a means other than those described in Subsections [(29)] (23)(a)(i) through (iii).

(b) Thereisno presumption that an individual holding an official position with another
person controls that person solely by reason of the position.

(c) A person having a contract or arrangement giving control is considered to have control
despite the illegality or invalidity of the contract or arrangement.

(d) Thereisarebuttable 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.

[€26}] (24) (&) "Corporation” means insurance corporation, except when referring to:

(i) acorporation doing business as an insurance broker, consultant, or adjuster under:

(A) Chapter 23, Insurance Marketing - Licensing Agents, Brokers, Consultants, and
Reinsurance | ntermediaries; and

(B) Chapter 26, Insurance Adjusters; or

(i) anoninsurer that is part of a holding company system under Chapter 16, Insurance
Holding Companies.

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

(c) "Mutud" or "mutual corporation” means a mutual insurance corporation.

[21)] (25) "Credit [disabiity] accident and health 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.

[€22)] (26) "Credit insurance" means surety insurance under which mortgagees and other

creditors are indemnified against losses caused by the default of debtors.

[€23)] (27) "Credit life insurance" means insurance on the life of a debtor in connection
with aloan or other credit transaction.

[€24)] (28) "Creditor" means a person, including an insured, having any claim, whether:
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648 (@) matured;

649 (b) unmatured,;

650 (c) liquidated;

651 (d) unliquidated;

652 (e) secured;

653 (f) unsecured,

654 (g) absolute;

655 (h) fixed; or

656 (i) contingent.

657 [€25)] (29) (8) "Customer service representative” means a person that provides insurance

658  services and insurance product information:

659 (i) for itsagent, broker, or consultant employer; and
660 (i) to its employer's customer, client, or organization.
661 (b) A customer service representative may only operate within the scope of authority of

662 itsagent, broker, or consultant employer.

663 (30) "Deadline" means the final date or time:

664 (a) imposed by:

665 (i) statute;

666 (ii) rule; or

667 (iii) order; and

668 (b) by which arequired filing or payment must be received by the department.

669 [€26}] (31) "Deemer clause' means a provision under this title under which upon the

670  occurrence of a condition precedent, the commissioner is deemed to have taken a specific action.
671 If the statute so provides, the condition precedent may be the commissioner's failure to take a
672  specific action.

673 [€27] (32) "Degree of relationship” means the number of steps between two persons
674  determined by counting the generations separating one person from a common ancestor and then
675 counting the generations to the other person.

676 [€28}] (33) "Department” means the Insurance Department.

677 [€29}] (34) "Director" means a member of the board of directors of a corporation.
678 [ O —Disability-surance™meansinsarance written ]
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(35) "Disahility" means a physiological or psychological condition that partially or totally

limits an individual's ahility to:

(a) perform the duties of:

(i) that individud's occupation; or

(i) any occupation for which the individual is reasonably suited by education, training, or
experience; or

(b) perform two or more of the following basic activities of daily living:

i) eating;

(ii) toileting;

(iii) transferring;

(iv) bathing; or

(v) dressing.

[31)] (36) "Domestic insurer" means an insurer organized under the laws of this state.

[(32)] (37) "Domiciliary state" means the state in which an insurer:

(a) isincorporated;

(b) isorganized; or

(c) inthe case of an alien insurer, entersinto the United States.

[€33}] (38) "Employee benefits' means one or more benefits or services provided
employees or their dependents.

[343] (39) (&) "Employee welfare fund” means a fund:

(i) established or maintained, whether directly or through trustees, by:

(A) oneor more employers;

(B) one or more labor organizations; or

(C) acombination of employers and labor organizations; and

(i) that provides 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.
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710 (b) "Employee welfare fund" includes a plan funded or subsidized by user fees or tax
711  revenues.
712 (40) "Endorsement”" means awritten agreement attached to apolicy or certificate to modify

713  oneor more of the provisions of the policy or certificate.
714 [€35)] (41) "Excludes' is not exhaustive and does not mean that other things are not also
715 excluded. Theitemslisted are representative examples for use in interpretation of thistitle.

716 (42) "Expense reimbursement insurance" means insurance:

717 (a) written to provide payments for expenses relating to hospital confinements resulting

718 fromillness or injury; and

719 (b) written:

720 (i) asadaily limit for a specific number of days in a hospital; and

721 (i) to have a one or two day waiting period following a hospitalization.

722 [€36)] (43) "Fidelity insurance” means insurance guaranteeing the fidelity of persons
723  holding positions of public or private trust.

724 (44) (@) "Filed" meansthat afiling is:

725 (i) submitted to the department in accordance with any applicable statute, rule, or filing
726  order:

727 (ii) received by the department within the time period provided in the applicable statute,
728  rule, or filing order; and

729 (iii) accompanied with the applicable one or more filing fees required by:

730 (A) Section 31A-3-103; or

731 (B) rule.

732 (b) "Filed" does not include afiling that is rejected by the department because it is not
733 submitted in accordance with Subsection (44)(a).

734 (45) "Filing," when used as a noun, means an item required to be filed with the department
735  including:

736 (a) apoalicy;

737 (b) arate;

738 (c) aform;

739 (d) adocument;

740 (e) aplan;
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(f) amanual;
(g) an application;

h) areport:
(i) acertificate;
(i) an endorsement;

(k) an actuarial certification;

() alicensee annual statement;

(m) alicensee renewal application; or

(n) an advertisement.

[€37] (46) "First party insurance” means an insurance policy or contract in which the
insurer agreesto pay claims submitted to it by the insured for the insured's losses.

[€38}] (47) "Foreigninsurer" means an insurer domiciled outside of this state, including
an alien insurer.

[€39)] (48) (&) "Form" means a policy, certificate, or application prepared for genera use.

(b) "Form" does not include a document specially prepared for use in an individual case.

[€46}] (49) "Franchise insurance" means individual insurance policies provided through
amass marketing arrangement involving a defined class of persons related in some way other than
through the purchase of insurance.

(50) "Headlth care" means any of the following intended for use in the diagnosis, treatment,

mitigation, or prevention of a human ailment or impairment:

(a) professiona services;

(b) personal services,
(c) facilities;

(d) equipment;

(e) devices,

(f) supplies; or

() medicine.

(1) hedth care benefits; or
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(i) payment of incurred health care expenses.
(b) "Health care insurance" or "health insurance" does not include [etsabitity] accident and
health insurance providing benefits for:

(i) replacement of income;

(i) short-term accident;

(iii) fixed indemnity;

(iv) credit [disabttity] accident and health;
(v) supplementsto liability;

(vi) workers compensation;

(vii) automobile medical payment;

(viii) no-fault automobile;

(ix) equivalent self-insurance; or

(x) any type of [disabitity] accident and health insurance coverage that is a part of or

attached to another type of policy.
(52) "Income replacement insurance’ or "disability income insurance’ means insurance

written to provide payments to replace income lost from accident or sickness.

[t42)] (53) "Indemnity" means the payment of an amount to offset all or part of an insured
loss.

[43}] (54) "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.

[(443] (55) "Independently procured insurance" means insurance procured under Section
31A-15-104.

[€453] (56) "Individual" means a natural person.

[463] (57) "Inland marine insurance” includes insurance covering:

(@) property intransit on or over land;

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

(c) bailee liahility;

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

(e) persona and commercial property floaters.

[(47H] (58) "Insolvency" means that:
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(@) aninsurer isunable to pay its debts or meet its obligations as they mature;

(b) aninsurer'stotal adjusted capital is less than the insurer's mandatory control level RBC
under Subsection 31A-17-601[{A](8)(c); or

(c) aninsurer isdetermined to be hazardous under thistitle.

[€48}] (59) (@) "Insurance" means:

(i) an arrangement, contract, or plan for the transfer of arisk or risks from one or more
persons to one or more other persons; or

(i) an arrangement, contract, or plan for the distribution of arisk or risks among a group
of persons that includes the person seeking to distribute that person's risk.

(b) "Insurance" includes:

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

(i) 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

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

[49)}] (60) "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.

[€563] (61) "Interinsurance exchange' is defined in Subsection [{83)] (100).

[€51)] (62) Except as provided in Subsection [3tA-23-162(2)] 31A-23-201.5(1),
"Insurance agent” or "agent" means a person who represents insurers in soliciting, negotiating, or

placing insurance.

[€52)] (63) Except as provided in Subsection [3tA-23-162(2)] 31A-23-201.5(1),
"insurance broker" or "broker" means a person who:

(@) actsin procuring insurance on behalf of an applicant for insurance or an insured; and

(b) doesnot act on behalf of the insurer except by collecting premiums or performing other
ministerial acts.

[€53}] (64) "Insurance business' or "business of insurance”" includes:

(a) providing health care insurance, as defined in Subsection [(41)] (51), by organizations
that are or should be licensed under thistitle;



834
835
836
837
838
839
840
841
842
843

845
846
847
848
849
850
851
852
853
854
855
856
857
858
859
860
861
862
863
864

S.B. 100 01-11-01 5:56 PM

(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 a right, which benefits may
be provided either:

() by single employers or by multiple employer groups; or

(i) 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 [{65}]
(77);

(e) providing other persons with insurance as defined in Subsection [(48}] (59);

(f) making asinsurer, 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 [{53)]
(64)(a) through (g) in amanner designed to evade the provisions of thistitle.

[€54)] (65) Except as provided in Subsection [31A-23-162(2)] 31A-23-201.5(1),
"insurance consultant” or "consultant” means a person who:

(@) advises other persons about insurance needs and coverages;

(b) is compensated by the person advised on a basis not directly related to the insurance
placed; and

(c) isnot compensated directly or indirectly by an insurer, agent, or broker for advice
given.

[€55)] (66) "Insurance holding company system" means a group of two or more affiliated
persons, at least one of whom s an insurer.

[€56)] (67) (8) "Insured" means a person to whom or for whose benefit an insurer makes
apromise in an insurance policy and includes:

(i) policyholders;

(i) subscribers;
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(i) members; and

(iv) beneficiaries.

(b) The definition in Subsection [(56)] (67)(a) applies only to this title and does not define
the meaning of thisword as used in insurance policies or certificates.

[€57] (68) (a) (i) "Insurer" means any person doing an insurance business as a principal
including:

(A) fraterna benefit societies;

(B) issuersof gift annuities other than those specified in Subsections 31A-22-1305(2) and
3

(C) motor clubs,

(D) employee welfare plans; and

(E) any person purporting or intending to do an insurance business as a principal on that
person's own account.

(i) "Insurer" 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 [€94)] (115)(b).

(c) "Alieninsurer" is defined in Subsection [(4)] (5).

(d) "Authorized insurer" is defined in Subsection [{94}] (115)(b).

(e) "Domestic insurer” is defined in Subsection [{31)] (36).

(f) "Foreigninsurer” is defined in Subsection [(38)] (47).

(9) "Nonadmitted insurer" is defined in Subsection [{94)] (115)(a).

(h) "Unauthorized insurer" is defined in Subsection [(94)] (115)(a).

[€58)] (69) (a) Except as provided in Section 31A-1-103, "legal expense insurance” means
insurance written to indemnify or pay for specified legal expenses.

(b) "Legal expenseinsurance” includes arrangements that create reasonable expectations
of enforceable rights, but it does not include the provision of, or reimbursement for, legal services
incidental to other insurance coverages.

[€59)] (70) (a) "Liabhility insurance" means insurance against liability:

(i) for death, injury, or disability of any human being, or for damage to property, exclusive
of the coverages under:

(A) Subsection [€62)] (74) for medical malpractice insurance;
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(B) Subsection [(FA] (92) for professiond liability insurance; and

(C) Subsection [£97] (119) for workers compensation insurance;

(i) for medical, hospital, surgical, and funeral benefits to persons other than the insured
who are injured, irrespective of legd liability of the insured, when issued with or supplemental to
insurance against legal liability for the death, injury, or disability of human beings, exclusive of
the coverages under:

(A) Subsection [€62)] (74) for medical malpractice insurance;

(B) Subsection [(7FA] (92) for professiond liability insurance; and

(C) Subsection [£97] (118) for workers compensation insurance;

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

(iv) for loss or 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
or kinds of insurance as defined in this chapter, if such insurance is not contrary to law or public
policy.

(b) "Liability insurance" includes:

(i) vehicle liability insurance as defined in Subsection [€95}] (116);

(i) residential dwelling liability insurance as defined in Subsection [{83)] (102); and

(iii) 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.

[€66)] (71) "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.

[(61)] (72) (a) "Lifeinsurance” meansinsurance on human lives and insurances pertaining
to or connected with human life.

(b) The business of life insurance includes:

(i) granting death benefits;

[€)] (i) granting annuity benefits;

[€i)] (iii) granting endowment benefits;

[€i)] (iv) granting additional benefits in the event of death by accident [er-acctdentat
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means|;

[€)] (v) granting additional benefits to safeguard the policy against lapse in the event of
[the-totat-and-permanent] disability [efthetnsared]; and

[€w}] (vi) providing optional methods of settlement of proceeds.

(73) (a) "Long-term care insurance” means an insurance policy or rider advertised,

marketed, offered, or designated to provide coverage:

(i) in a setting other than an acute care unit of a hospital;

(i) for not less than 12 consecutive months for each covered person on the basis of:

(A) expensesincurred;

(B) indemnity;

(C) prepayment; or

(D) another method:;

(iii) for one or more necessary or medically necessary services that are:
(A) diagnostic;

(B) preventative;

(C) therapeutic;
(D) rehabilitative;
(E) maintenance; or

(F) personal care; and

(iv) that may be issued by:

(A) aninsurer;

(B) afraternal benefit society;

(C) (1) anonprofit health hospital; and

(1) amedical service corporation;

(D) aprepaid health plan;

(E) a hedlth maintenance organization; or

(F) an entity sSimilar to the entities described in Subsections (73)(a)(iv)(A) through (E) to
the extent that the entity is otherwise authorized to issue life or health care insurance.

(b) "Long-term care insurance" includes:

(i) _any of the following that provide directly or supplement long-term care insurance:

(A) agroup or individual annuity or rider; or
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(B) alifeinsurance policy or rider;

(i) apolicy or rider that provides for payment of benefits based on:

(A) cognitive impairment; or

(B) functional capacity; or

(iii) aqudlified long-term care insurance contract.

(c) "Long-term care insurance" does not include:

(i) apolicy that is offered primarily to provide basic Medicare supplement coverage;

(ii) basic hospital expense coverage;

(iii) basic medical/surgica expense coverage;

(iv) hospital confinement indemnity coverage;

(v)_major medica expense coverage;

(vi) income replacement or related asset-protection coverage;

(vii) accident only coverage;

(viii) coverage for a specified:

(A) disease; or

(B) accident;

(ix) limited benefit health coverage; or

(x) alife insurance policy that accelerates the death benefit to provide the option of alump

sum payment:
(A) if neither the benefits nor digibility is conditioned on the receipt of long-term care;

and

(B) the coverage is for one or more the following qualifying events:

(1) terminal illness;

(11) medical conditions requiring extraordinary medical intervention; or

(111) permanent institutional confinement.

[62)] (74) "Medical 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.

[€63)] (75) "Member" means a person having membership rights in an insurance
corporation.

[€64)] (76) "Minimum capital” or "minimum required capital" means the capital that must
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989  be constantly maintained by a stock insurance corporation as required by statute.

990 [€65}] (77) "Motor club" means a person:

991 (@) licensed under:

992 (i) Chapter 5, Domestic Stock and Mutual Insurance Corporations;

993 (if) Chapter 11, Motor Clubs; or

994 (i) Chapter 14, Foreign Insurers; and

995 (b) that promises for an advance consideration to provide for a stated period of time:
996 (i) legal services under Subsection 31A-11-102(1)(b);

997 (i) bail services under Subsection 31A-11-102(1)(c); or

998 (i) trip reimbursement, towing services, emergency road services, stolen automobile

999  services, acombination of these services, or any other services given in Subsections
1000  31A-11-102(1)(b) through (f).

1001 [€66}] (78) "Mutual" means mutual insurance corporation.

1002 [€67] (79) "Nonparticipating” means a plan of insurance under which the insured is not
1003  entitled to receive dividends representing shares of the surplus of the insurer.

1004 [€68}] (80) "Ocean marine insurance" means insurance against loss of or damage to:
1005 (@) shipsor hulls of ships;

1006 (b) goods, freight, cargoes, merchandise, effects, disbursements, profits, moneys,

1007  securities, chosesin action, evidences of debt, valuable papers, bottomry, respondentia interests,
1008 or other cargoesin or awaiting transit over the oceans or inland waterways,

1009 (c) earnings such as freight, passage money, commissions, or profits derived from

1010 transporting goods or people upon or across the oceans or inland waterways, or

1011 (d) avessal owner or operator as aresult of liability to employees, passengers, bailors,
1012  ownersof other vessels, owners of fixed objects, customs or other authorities, or other personsin
1013  connection with maritime activity.

1014 [{69)] (81) "Order" means an order of the commissioner.
1015 (82) "Outline of coverage' means a summary that explains an accident and hedth

1016  insurance policy.

1017 [€76)] (83) "Participating”" means a plan of insurance under which the insured is entitled
1018 to receive dividends representing shares of the surplus of the insurer.

1019 [(7)] (84) "Person" includes an individual, partnership, corporation, incorporated or
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unincorporated association, joint stock company, trust, reciprocal, syndicate, or any similar entity
or combination of entities acting in concert.

[72)] (85) (a) (i) "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.

(i) "Policy" includes a service contract issued by:

(A) amotor club under Chapter 11, Motor Clubs; [and]

(B) aservice contract provided under Chapter 6a, Service Contracts; and

[B}] (C) acorporation licensed under:

(I) Chapter 7, Nonprofit Health Service Insurance Corporations; or

(I1) Chapter 8, Health Maintenance Organizations and Limited Health Plans.

(iii) "Policy" does not include:

(A) acertificate under a group insurance contract; or

(B) adocument that does not purport to have legal effect.

(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 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.

[(73}] (86) "Policyholder" means the person who controls a policy, binder, or oral contract
by ownership, premium payment, or otherwise.

(87) "Policy illustration" means a presentation or depiction that includes nonguaranteed

elements of a policy of life insurance over aperiod of years.

(88) "Policy summary" means a synopsis describing the elements of a life insurance policy.

[74] (89) (&) "Premium" means the monetary consideration for an insurance policy, and
includes assessments, membership fees, required contributions, or monetary consideration,
however designated.

(b) 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
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administered by the third party administrators are "premium."

[€753] (90) "Principal officers' of a corporation means the officers designated under
Subsection 31A-5-203(3).

[€76}] (91) "Proceedings' includes actions and special statutory proceedings.

[(FA] (92) "Professional liability insurance" means insurance against legal liability
incident to the practice of a profession and provision of any professional services.

[€78}] (93) "Property insurance" means insurance against loss or damage to real or persond
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 physical
damage coverages, but excluding inland marine insurance and ocean marine insurance as defined
under Subsections [(46)] (57) and [{68}] (80).

[€79}] (94) (&) "Public agency insurance mutual” 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.

(b) 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 all of the rights, privileges, and immunities of a governmental entity or political
subdivision of the state.

(95) "Qualified long-term care insurance contract” or "federally tax qualified long-term

care insurance contract”" means:

(a) anindividual or group insurance contract that meets the requirements of Section
7702B(b), Internal Revenue Code; or

(b) the portion of alife insurance contract that provides long-term care insurance:

(i) (A) by rider; or

(B) asapart of the contract; and

(ii) that satisfies the requirements of Section 7702B(b) and (e), Internal Revenue Code.

(96) (a) "Rate" means:

() the cost of a given unit of insurance; or

(ii) for property-casualty insurance, that cost of insurance per exposure unit either
expressed as:
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(A) asingle number; or

(B) apure premium rate, adjusted before any application of individual risk variations based

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

) expenses;
(11) profit; and

(111) individual insurer variation in l0ss experience.

(b) "Rate" does not include a minimum premium.
[€86}] (97) (&) Except as provided in Subsection [(86)] (97)(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;

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

(iii) advising about rate questions, except as an attorney giving legal advice.

(b) "Rate service organization" does not mean:

(i) an employee of an insurer;

(i) asingleinsurer or group of insurers under common control,

(iii) ajoint underwriting group; or

(iv) anatural person serving as an actuarial or legal consultant.

(98) "Rating manual" means any of the following used to determine initial and renewal

policy premiums:

(a) amanual of rates;

(b) classfications;

(c) rate-related underwriting rules; and

(d) rating formulas that describe steps, policies, and procedures for determining initial and

renewal policy premiums.

(99) "Received by the department” means:

(a) except as provided in Subsection (99)(b), the date delivered to and stamped received
by the department, whether delivered:

(i) in person;

(i) by adelivery service; or

(iii) electronically; and

(b) if an item with a department imposed deadline is delivered to the department by a
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ddlivery service, the delivery service's postmark date or pick-up date unless otherwise stated in:
(i) statute;
(i) rule; or

(iii) a specific filing order.

[{81)] (100) "Reciprocal” or "interinsurance exchange" means any unincorporated
association of persons:

(a) operating through an attorney-in-fact common to all of them; and

(b) exchanging insurance contracts with one another that provide insurance coverage on
each other.

[€82)] (101) "Reinsurance" means an insurance transaction where an insurer, for
consideration, transfers any portion of the risk it has assumed to another insurer. In referring to
reinsurance transactions, this title sometimes refers to:

(a) theinsurer transferring the risk asthe "ceding insurer”; and

(b) theinsurer assuming the risk as the:

(i) "assuming insurer”; or

(i) "assuming reinsurer."

[{83)] (102) "Residential dwelling liability insurance" means insurance against liability
resulting from or incident to the ownership, maintenance, or use of aresidential dwelling that is
a detached single family residence or multifamily residence up to four units.

[84}] (103) "Retrocession" means reinsurance with another insurer of aliability assumed
under areinsurance contract. A reinsurer "retrocedes’ when it reinsures with another insurer part
of aliability assumed under a reinsurance contract.

(104) "Rider" means an endorsement to:

(a) _an insurance policy; or

(b) an insurance certificate.

[€85)] (105) () "Security" means any:
(i) note;

(i) stock;

(i) bond;

(iv) debenture;

(v) evidence of indebtedness,
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(vi) certificate of interest or participation in any profit-sharing agreement;

(vii) collateral-trust certificate;

(viii) preorganization certificate or subscription;

(ix) transferable share;

(x) investment contract;

(xi) voting trust certificate;

(xii) certificate of deposit for a security;

(xiii) certificate of interest of participation in an oil, gas, or mining title or lease or in
payments out of production under such atitle or lease;

(xiv) commodity contract or commodity option;

(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 [(85)] (105)(a)(i) through (xiv); or

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

(b) "Security" does not include:

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

(if) aburia certificate or burial contract.

[€86}] (106) "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 [{86)] (106), 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) Sef-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.

(d) Self-insurance does not include any arrangement with independent contractors.
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(107) "Short-term care insurance" means any insurance policy or rider advertised,

marketed, offered, or designed to provide coverage that is Similar to long-term care insurance but

that provides coverage for less than 12 consecutive months for each covered person.
[(8/] (108) (a) "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 a person is a subsidiary of which all 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.

[€88}] (109) Subject to Subsection [(48}] (59)(b), "surety insurance” includes:

() 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) fidelity insurance.

[€89)] (110) (@) "Surplus' means the excess of assets over the sum of paid-in capital and
liahilities.

(b) (i) "Permanent surplus’ means the surplus of a mutual insurer that has been designated
by the insurer as permanent.

(ii) 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.

(iii) Except for assessable mutuals, the minimum permanent surplus requirement is
essentially the same as the minimum required capital requirement that applies to stock insurers.

] accident and
health insurers, health organizations, and property and casualty insurerg[;] as defined in
[Stbseetion] Section 31A-17-601[4}], the lesser of:

(A) that amount of an insurer's or health organization's total adjusted capital, as defined
in Subsection [{92)] (113), that exceeds the product of:

(1) 2.5;and

(11) the sum of the insurer's or health organization'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 or health organization's total adjusted capital, as defined
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in Subsection [£92)] 113, that exceeds the product of:

() 3.0;and

(1) the authorized control level RBC as defined in Subsection 31A-17-601[(A](8)(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:

(A) 1.5; and

(B) theinsurer'stotal adjusted capital required by Subsection 31A-17-609(1).

[€96)] (111) "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 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) an employer on behalf of the employer's 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 [withrespectto-iasdrance
tssoedHby-thethsarer] for aline of insurance for which the insurer holds a license in this state; 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.

[€91)] (112) "Title insurance" 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,
defectsin, or the unmarketability of the title to the property, or invalidity or unenforceability of any
liens or encumbrances on the property.

[€92)] (113) "Tota adjusted capital” means the sum of an insurer's or health organization's
statutory capital and surplus as determined in accordance with:

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

(b) any other items provided by the RBC instructions, as RBC ingtructions is defined in
[Stbsection] Section 31A-17-601[{6}].

[€93)] (114) (a) "Trustee" means "director" when referring to the board of directors of a
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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.

[€94)] (115) (a) "Unauthorized insurer,” "unadmitted insurer,” or "nonadmitted insurer"
means an insurer:

(i) not holding avalid certificate of authority to do an insurance business in this state; or

(i) transacting business not authorized by a valid certificate.

(b) "Admitted insurer” or "authorized insurer" means an insurer:

(i) holding avalid certificate of authority to do an insurance business in this state; and

(i) transacting business as authorized by a valid certificate.

[€95)] (116) "Vehicle liability 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 [(78)] (93).

[€96)] (117) "Voting security" means a security with voting rights, and includes any
security convertible into a security with avoting right associated with it.

[€97] (118) "Workers compensation insurance” means.

(a) insurance for indemnification of employers against liability for compensation based
on:

(i) compensable accidental injuries; and

(i) occupational disease disahility;

(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 6. Section 31A-2-201 is amended to read:

31A-2-201. General duties and powers.

(1) The commissioner shall administer and enforce thistitle.

(2) The commissioner has all powers specifically granted, and all further powers that are
reasonable and necessary to enable him to perform the duties imposed by this title.
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1268 (3) (&) The commissioner may make rules to implement the provisions of thistitle

1269  according to the procedures and requirements of Title 63, Chapter 46a, Utah Administrative

1270  Rulemaking Act.

1271 (b) Inaddition to the notice requirements of Section 63-46a-4, the commissioner shall
1272  provide notice under Section 31A-2-303 of hearings concerning insurance department rules.

1273 (4) (8 The commissioner shall issue prohibitory, mandatory, and other orders as necessary
1274  to secure compliance with thistitle. An order by the commissioner is not effective unless the

1275  order:

1276 (i) isinwriting; and

1277 (i) issigned by the commissioner or under the commissioner's authority.

1278 (b) Onrequest of any person who would be affected by an order under Subsection (4)(a),
1279  the commissioner may issue a declaratory order to clarify the person's rights or duties.

1280 (5) (@) The commissioner may hold informal adjudicative proceedings and public

1281  meetings, for the purpose of investigation, ascertainment of public sentiment, or informing the
1282  public.

1283 (b) No effective rule or order may result from informal hearings and meetings unless the
1284  requirement of a hearing under Section 31A-2-301 is satisfied.

1285 (6) The commissioner shall inquire into violations of this title and may conduct any

1286  examinations and investigations of insurance matters, in addition to examinations and
1287  investigations expressly authorized, that he considers proper to determine:

1288 (@) whether or not any person has violated any provision of thistitle; or

1289 (b) to secure information useful in the lawful administration of any provision of thistitle.
1290 Section 7. Section 31A-2-214 is amended to read:

1291 31A-2-214. Market assistance programs -- Joint underwr iting associations.

1292 (1) (& If the commissioner finds that in any part of this state aline of insurance is not

1293  generaly available in the marketplace or that it is priced in such a manner asto severely limit its
1294  availability, and that the public interest requiresit, [ke] the commissioner may by rule implement

1295 amarket assistance program whereby all licensed insurers and agents may pool their information
1296  asto the available markets.

1297 (b) Insurers doing business in this state may, at their own instance or at the request of the
1298 commissioner, prepare and submit to the commissioner, for [his] the commissioner's approval and
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1299  adoption, voluntary plans providing any line of insurance coverage for all or any part of this state
1300 inwhich thisinsurance is not generally available in the voluntary market or is priced in such a
1301  manner asto severely limit its availability and in which the public interest requires the availability
1302  of thiscoverage.

1303 (2) (&) If the commissioner finds after notice and hearing that a market assistance program
1304  formed under Subsection (1)(a) or (b) has not met the needs it was intended to address, [he] the
1305 commissioner may by rule form ajoint underwriting association to make available the insurance
1306 to applicants who are in good faith entitled to but unable to procure this insurance through ordinary
1307  methods.

1308 (b) The commissioner shall allow any market assistance program formed under Subsection
1309 (2)(a) or (b) aminimum of 30 days operation before [ke] the commissioner forms a joint

1310  underwriting association. The commissioner may not adopt a rule forming ajoint underwriting
1311  association unless [ke] the commissioner finds as aresult of the hearing that:

1312 (i) acertain coverage isnot available or that the price for that coverage is no longer
1313  commensurate with the risk in this state; and

1314 (i) the coverageis:

1315 (A) vital to the economic health of this state[;+5];

1316 (B) vital to the quality of life in this state[;+5];

1317 (C) vital in maintaining competition in insurance in this statef;]; or

1318 (D) the number of people affected is significant enough to justify its creation.

1319 [tB}] () The commissioner may not adopt arule forming ajoint underwriting association

1320  under Subsection (2)(a) on the basis that applicants for particular lines of insurance are unable to
1321  pay apremium that is commensurate with the risk involved or that the number of applicants or
1322  people affected istoo small to justify its creation.

1323 [€e)] (d) Each joint underwriting association formed under Subsection (2)(a) shall require
1324  participation by all insurers licensed and engaged in writing that line of insurance or any

1325 component of that line of insurance within this state.

1326 [teh] (e) Each association formed under Subsection (2)(a) shall:
1327 (i) give consideration to:
1328 (A) the need for adequate and readily accessible coverage;

1329 (B) alternative methods of improving the market affected;
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(C) the preference of the insurers and agents,

(D) theinherent limitations of the insurance mechanism;

(E) the need for reasonable underwriting standards; and

(F) therequirement of reasonable loss prevention measures;

(ii) establish procedures that will create minimum interference with the voluntary market;

(iii) allocate the burden imposed by the association equitably and efficiently among the
insurers doing business in this state;

(iv) establish procedures for applicants and participants to have grievances reviewed by
an impartia body;

(v) provide for the method of classifying risks and making and filing applicable rates; and

(vi) specify:

(A) the basis of participation of insurers and agents in the association;

(B) the conditions under which risks must be accepted; and

(C) the commission ratesto be paid for insurance business placed with the association.

[te)] (f) Any deficit in an association in any year shall be recouped by rate increases for
the association, applicable prospectively. Any surplusin excess of the loss reserves of the
association in any year shall be distributed either by rate decreases or by distribution to the
members of the association on a pro-rata basis.

(3) Notwithstanding [the-provistensof] Subsection (2), the commissioner may not create
ajoint underwriting association under [that-sabseetion] Subsection (2) for:

(a) lifeinsurancel;]:

(b) annuitieq[;tlisabitity];

(c) accident and health insurance];];

(d) ocean marine insurancel;];

(e) medical malpractice insurancel;];

(f) earthquake insurancel;];

(q) workers compensation insurance[;];

(h) public agency insurance mutualg;]; or

(i) private passenger automobile liability insurance.

(4) Every insurer and agent participating in ajoint underwriting association adopted by the
commissioner under Subsection (2) shall provide the services prescribed by the association to any
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person seeking coverage of the kind available in the plan, including full information about the
requirements and procedures for obtaining coverage with the association.

(5) If the commissioner finds that the lack of cooperating insurers or agentsin an area
makes the functioning of the association difficult, [ke]_the commissioner may order the association

to:

(@) establish branch service officeq;];

(b) make special contracts for provision of the servicel;]; or

(c) take other appropriate stepsto ensure that service is available.

(6) The association may issue policies for a period of one year. If, a the end of any one
year period, the commissioner determines that the market conditions justify the continued
existence of the association, [he] the commissioner may reauthorize its existence. In reauthorizing

the association, the commissioner shall follow the procedure set forth in Subsection (2).
Section 8. Section 31A-2-217 is enacted to read:
31A-2-217. Coordination with other states.
(1) (a) Subject to Subsection (1)(b), the commissioner, by rule, may adopt one or more

agreements with another governmental requlatory agency, within and outside of this state, or with

the National Association of Insurance Commissioners to address:

(i) licensing of insurance companies;

(ii) licensing of agents;

(iii) regulation of premium rates and policy forms; and

(iv) regulation of insurer insolvency and insurance receiverships.

(b) An agreement described in Subsection (1)(a), may authorize the commissioner to

modify arequirement of this title if the commissioner determines that the requirements under the

agreement provide protections similar to or greater than the requirements under this title.

(2) (a) The commissioner may neqotiate an interstate compact that addresses issuing

certificates of authority, if the commissioner determines that:

(i) _each state participating in the compact has requirements for issuing certificates of

authority that provide protections similar to or greater than the requirements of thistitle; or

(ii) the interstate compact contains requirements for issuing certificates of authority that

provide protections similar to or greater than the requirements of this title.
(b) If an interstate compact described in Subsection (2)(a) is adopted by the Legidature,
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the commissioner may issue certificates of authority to insurers in accordance with the terms of

the interstate compact.

(3) If any provision of thistitle conflicts with a provision of the annual statement

instructions or the National Association of Insurance Commissioners Accounting Practices and

Procedures Manual, the commissioner may, by rule, resolve the conflict in favor of the annual

statement instructions or the National Association of | nsurance Commissioners Accounting

Practices and Procedures Manual.

(4) The commissioner may, by rule, accept the information prescribed by the Nationa

Association of Insurance Commissioners instead of the documents required to be filed with an

application for a certificate of authority under:

(8) Section 31A-4-103, 31A-5-204, 31A-8-205, or 31A-14-201; or

(b) rules made by the commissioner.

(5) Before November 30, 2001, the commissioner shall report to the Business, Labor, and
Economic Development Interim Committee regarding the status of:

(a) any agreements entered into under Subsection (1);

(b) any interstate compact entered into under Subsection (2); and

(c) any rule made under Subsections (3) and (4).

(6) This section shall be repealed in accordance with Section 63-55-231.
Section 9. Section 31A-4-103 is amended to read:

31A-4-103. Certificate of authority.

(1) Each certificate of authority issued by the commissioner shall specify:

(@) the name of theinsurer([;];

(b) the kinds of insurance it is authorized to transact in Utah[5]; and

(c) any other information the commissioner requires.

(2) A certificate of authority issued under this chapter remains in force until, under
Subsection (3), the certificate of authority is:

(a) revoked;

(b) suspended; or

() limited.

(3) (a) After an adjudicative proceeding under Title 63, Chapter 46b, Administrative
Procedures Act, the commissioner may revoke, suspend, or limit in whole or in part the certificate
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of authority of any insurer if:

(i) theinsurer isfound to have:

(A) failed to pay when due any fee due under Section 31A-3-103;

(B) violated or failed to comply with:

(1) thistitle;

(1) arule made under Subsection 31A-2-201(3); or

(111) an order issued under Subsection 31A-2-201(4); or

(ii) theinsurer's methods and practices in the conduct of business endanger the legitimate

interests of customers and the public.

(b) An order suspending or limiting a certificate of authority issued under this chapter shall
specify:
(i) the period of the suspension or limitation, which in no event may be in excess of 12

months;

(ii) the conditions and limitations imposed on the insurer during the suspension or

limitation; and

(iii) the conditions and procedures for reinstatement from suspension or limitation.

(4) Subject to the requirements of this section and in accordance with Title 63, Chapter

46a, Utah Administrative Rulemaking Act, the commissioner shall by rule prescribe procedures

to renew or reinstate a certificate of authority.

(5) Aninsurer under this chapter whose certificate of authority is suspended or revoked,

but that continues to act as an authorized insurer, is subject to the penalties for acting as an insurer

without a certificate of authority.

(6) Any insurer holding a certificate of authority in this state shall immediately report to

the commissioner a suspension or revocation of that insurer's certificate of authority in any:
(a) state;
(b) the District of Columbia; or
(c) aterritory of the United States.
(7) (&) An order revoking a certificate of authority under Subsection (3) may specify atime

within which the former authorized insurer may not apply for a new certificate of authority, except

that the time may not exceed five years from the date the certificate of authority is revoked.

(b) If no timeis specified in an order revoking a certificate of authority under Subsection




S.B. 100 01-11-01 5:56 PM

1454  (3), the former authorized insurer may not apply for a new certificate of authority for five years

1455  from the date the certificate of authority is revoked without express approval by the commissioner.
1456 (8) (a) Subject to Subsection (8)(b), the insurer shall pay all fees under Section 31A-3-103
1457  that would have been payable if the certificate of authority had not been suspended or revoked,
1458  unless the commissioner, in accordance with rule, waives the payment of the fees by no later than

1459  the day of:

1460 (i) asuspension under Subsection (3) of an insurer's certificate of authority ends; or

1461 (i) anew certificate of authority is issued to an insurer whose certificate of authority is
1462  revoked under Subsection (3).

1463 (b) If anew certificate of authority is issued more than three years after the revocation of

1464 asmilar certificate of authority, this Subsection (8) applies only to the fees that would have

1465  accrued during the three years immediately following the revocation.

1466 Section 10. Section 31A-4-113 is amended to read:
1467 31A-4-113. Annual statements.
1468 (1) (@ Each authorized insurer shall annually, on or before March 1, file with the

1469 commissioner atrue statement of its financial condition, transactions, and affairs as of December
1470 31 of the preceding year. [Fhig]

1471 (b) The statement required by Subsection (1)(a) shall be:

1472 (i) verified by the oaths of at least two of the insurer's principal officerq-]; and

1473 (i) in the general form and provide the information as prescribed by the commissioner by
1474  rule.

1475 (c) The commissioner may, for good cause shown, extend the date for filing the statement[-

1476  Fhe] required by Subsection (1)(a), except that the deadline for filing fee payment may not be
1477  extended.

1478
1479
1480
1481
1482 [€3)] (2) The annua statement of an alien insurer shall:

1483 (@) relate only to itstransactions and affairs in the United States unless the commissioner
1484  requires otherwise[—Fhe-statement-shalt| ; and
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(b) be verified by:

(i) theinsurer's United States manager; or [by-ts]

(ii) theinsurer's authorized officers.

Section 11. Section 31A-5-211 is amended to read:

31A-5-211. Minimum capital or permanent surplus requirements.

(1) (&) Except as provided in Subsections (4) and (5), insurers being organized or operating
under this chapter shall maintain minimum capital or permanent surplus for a mutual, in amounts
specified in Subsection (2).

(b) The certificate of authority issued under Section 31A-5-212 does not permit an insurer
to transact types of insurance for which the insurer does not have the required minimum capital
or permanent surplus for amutual, in at least the amounts specified under Subsection (2).

(c) Thetypes of insurance under this section are defined in Section 31A-1-301. Minimum
capital and permanent surplus requirements under this section are based upon all types of insurance
transacted by the insurer in any and all areas which it operates, whether or not only a portion of
those types of insurance is or isto be transacted in this state.

(2) The minimum capital, or permanent surplus for a nonassessable mutual, is as follows
for the indicated types of insurance:

(@) life, annuity, [dtsabitity] accident and health, or any combination of these . . . . . $400,000

(b) subject to an aggregate maximum of $1,000,000 for more than one of the following

types of coverages:

() Property INSUFANCE . . . oottt ettt e e e e e e e 200,000
(i) SUFELY INSUFANCE . . . . .t ottt et e e e e e e e e 300,000
(iii) bail bondsinsuranceonly . .......... .. .. 100,000
(iv) marine and transportation iNSUranCe .. ... ... .....ouueiieniennnnnnnnn. 200,000

(v) vehicle liability insurance, residential dwelling liability insurance,

OF DOt L . 400,000
(vi) lability INSUranCe . ... ...t 600,000
(vil) workers compensation iNSUraNCe . . . . ..o vttt et e i i e 300,000
(C) titleinsuUranCe . ... ...t 200,000
(d) professional liahility insurance, excluding medical malpractice .............. 700,000

(e) professiona liability, including medical malpractice ..................... 1,000,000
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1516 (f) al types of insurance, except life, annuity, or title . . ... .................. 2,000,000
1517 (3) Prior to beginning operations, an insurer licensed under this chapter shall have total
1518 adjusted capital in excess of the company action level RBC as defined in Subsection

1519  31A-17-601[tA]1(8)(b).

1520 (4) (3) Subject to Subsections (4)(b) and (4)(c), an insurer holding a valid certificate of
1521  authority to transact insurance in this state prior to July 1, 1986, continues to be authorized to
1522  transact the same kinds of insurance as permitted by that certificate of authority, if the insurer
1523  maintains not less than the amount of minimum capital or permanent surplus required for that
1524  authority under the laws of this state in force immediately prior to July 1, 1986.

1525 (b) If, after July 1, 1986, an insurer ever has minimum capital or permanent surplus that
1526  meetsor exceeds the requirements of Subsections (2) and (3), then Subsection (4)(a) is

1527  inapplicable to that insurer and it shall comply with Subsections (2) and (3).

1528 (c) Any insurer satisfying the minimum capital or permanent surplus requirement through
1529  application of Subsection (4)(a) shall comply with Subsections (2) and (3) by July 1, 1990.
1530 (d) Beginning July 1, 1987, former county mutuals shall comply with the capital and

1531  surplus requirements of this section.

1532 (5) (@) An assessable mutual may be organized under this chapter, but it may not issue life
1533 insurance or annuities. An assessable mutual need not have a permanent surplus if the assessment
1534 liability of its policyholders is unlimited and all insurance policies clearly state that. If assessments
1535 arelimited to a specified amount or a specified multiple of annua advance premiums, the

1536  minimum permanent surplus is the amount that would be required under Subsections (2) and (3)
1537 if the corporation were not assessable, reduced by an amount that reasonably reflects the value of
1538 the policyholders assessment liability in satisfying the financial needs of the corporation. The
1539 liahility of membersin an assessable mutual is joint and several up to the limits provided by the
1540  articles of incorporation or thistitle.

1541 (b) (i) Except as provided in Subsections (5)(c) and (d), no certificate of authority may be
1542  issued to an assessable mutual until it has at least 400 bona fide applications for insurance from
1543  not less than 400 separate applicants, on separate risks located in this state, in each of the classes
1544  of business upon which assessments may be separately levied. A full year's premium shall be paid
1545  with each application and the aggregate premium is at least $50,000 for each class.

1546 (i) If at any time while the corporation is an assessable mutual, the business plan is
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amended to include an additional class of business on which assessments may be separately levied,
identical requirements of Subsection (5)(b)(i) are applicable to each additional class.

(c) Fiveor more employers may join in the formation of an assessable mutual to write only
workers compensation insurance if, instead of the requirements of Subsection (5)(b), policies are
simultaneously put into effect that cover at least 1,500 employees, with no single employer having
more than 1/5 of the employees insured by the assessable mutual. A full year's premium shall be
paid by each employer, aggregating at least $200,000.

(d) The number and amount of required initial applications and premium payments may
be reduced by substituting surplus for the applications or premium payments. The commissioner
shall determine the reduction in required initial applications and premium payments that is
appropriate for a given amount of surplus. The insurer shall continue to be assessable until
conversion under Subsection 31A-5-508(1) to a nonassessable mutual.

(6) The capital or permanent surplus requirements of Subsection (2) apply to persons
seeking certificates of authority under this chapter to write reinsurance. This subsection may not
be construed as requiring reinsurers to obtain a certificate of authority. However, Section
31A-17-404 imposes alternate safety prerequisites to reserve credit being granted for reinsurance
ceded to areinsurer without a certificate of authority.

Section 12. Section 31A-5-418 is amended to read:

31A-5-418. Dividends and other distributions.

(1) Subject to the requirements of Section 16-10a-842 and Subsection 31A-16-106(2), a
stock corporation may make distributions under Section 16-10a-640 if all the following conditions
are satisfied:

(@) A dividend may not be paid that would reduce the insurer's total adjusted capital below
the insurer's company action level RBC as defined in Subsection 31A-17-601[{A](8)(b).

(b) Except asto excess surplus, or unless the commissioner issues an order alowing
otherwise, a dividend may not be paid that exceeds the insurer's net gain from operations or net
income for the period ending December 31 of the preceding year.

(2) Title67, Chapter 4a, Unclaimed Property Act, applies to unclaimed dividends and
distributions in insurance corporations.

Section 13. Section 31A-5-703 is amended to read:

31A-5-703. Nonrenewals, cancellations, or revisions of ceded reinsurance
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agreements.

(1) (& A nonrenewal, cancellation, or revision of ceded reinsurance agreementsis not
subject to the reporting requirements of Section 31A-5-701 if:

(i) the nonrenewal, cancellation, or revision is not material; or

(i) with respect to a property and casualty business, the insurer's total ceded written
premium [+epresents], on an annualized basis, is less than 10% of its total written premium for
direct and assumed business; or

(iif) with respect to alife, annuity, and [disabiity] accident and health business, the total
reserve credit taken for business ceded [represents], on an annualized basis, is less than 10% of the
statutory reserve requirement prior to a cession.

(b) For purposes of this part, a material nonrenewal, cancellation, or revision is one that
affects:

(i) with respect to a property and casualty business:

(A) more than 50% of the insurer's total ceded written premium; or

(B) more than 50% of the insurer's total ceded indemnity and loss adjustment reserves,

(i) with respect to alife, annuity, and [eisabtity] accident and health business, more than
50% of the total reserve credit taken for business ceded, on an annualized basis, as indicated in the
insurer's most recent annual statement; or

(iii) with respect to either property and casualty or life, annuity, or [disabitity] accident and
health business[tseftherof-the-foltewing-events| :

(A) anauthorized reinsurer representing more than 10% of atotal cession is replaced by
one or more unauthorized reinsurers; or

(B) previoudly established collateral requirements have been reduced or waived as respects
one or more unauthorized reinsurers representing collectively more than 10% of atotal cession.

(2) (&8 The following information is required to be disclosed in any report filed pursuant
to Section 31A-5-701 of a material nonrenewal, cancellation, or revision of a ceded reinsurance
agreement:

(i) the effective date of the nonrenewal, cancellation, or revision;

(i) the description of the transaction with an identification of the initiator of the
transaction;

(iii) the purpose of, or reason for the transaction; and
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1609 (iv) if applicable, the identity of the replacement reinsurers.

1610 (b) (1) Insurersarerequired to report all material nonrenewals, cancellations, or revisions
1611  of ceded reinsurance agreements on a nonconsolidated basis unless the insurer:

1612 (A) ispart of aconsolidated group of insurers that uses a pooling arrangement or 100%
1613  reinsurance agreement that affects the solvency and integrity of the insurer's reserves; and

1614 (B) ceded substantially all of its direct and assumed business to the pool.

1615 (i) Aninsurer is considered to have ceded substantialy all of its direct and assumed
1616  businessto apool if:

1617 (A) theinsurer has less than $1,000,000 total direct plus assumed written premiums during
1618 acaendar year that are not subject to a pooling arrangement; and

1619 (B) the net income of the business not subject to the pooling arrangement represents less
1620 than 5% of the insurer's capital and surplus.

1621 Section 14. Section 31A-6a-102 is amended to read:

1622 31A-6a-102. Scope and pur poses.

1623 (1) The purposes of this chapter are to:

1624 (a) create alega framework within which service contracts may be sold in this state;
1625 (b) encourage innovation in the marketing and development of more economical and

1626  effective ways of providing services under service contracts, while placing the risk of innovation
1627  onthe service contract providers rather than on consumers; and

1628 (c) permit and encourage fair and effective competition among different systems of
1629  providing and paying for these services.

1630 (2) Service contracts may not be issued, sold, or offered for sale in this state unless the
1631 provider has complied with this chapter. [Subsections-3tA-+103(3)} (D)), ana-{k)tHimit the
1632 i L Lo erermaed e : .

1633 wrarrantiesor-service-contracts]

1634 (3) This chapter applies only to a service contract not otherwise exempted from this title
1635 by Section 31A-1-103.

1636 Section 15. Section 31A-6a-110 is amended to read:

1637 31A-6a-110. Rulemaking.

1638 (1) Pursuant to Title 63, Chapter 46a, Utah Administrative Rulemaking Act, the

1639 commissioner may make rules necessary to assist in the enforcement of this chapter.
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(2) Thecommissioner may by rule or order, after a hearing, exempt certain service contract
providers or service contract providers for a specific class of service contracts that are not
otherwise exempt under [Subsections|] Subsection 31A-1-103(3)[();(f);otK);] from any provision
of thistitle. The commissioner may order substitute requirements on afinding that a particular
provision of thistitle is not necessary for the protection of the public or that the substitute
requirement is reasonably certain to provide equivalent protection to the public.

Section 16. Section 31A-8-101 is amended to read:

31A-8-101. Definitions.

For purposes of this chapter:

(1) "Basic hedlth care services' means.

(a) emergency caref;];

(b) inpatient hospital and physician care];];

(€) outpatient medical serviced[;]; and

(d) out-of-area coverage.

(2) "Director of health" means the executive director of the Department of Health or his
authorized representative.

(3) "Enrollee" means [any] an individual:

(&) who has entered into a contract with [ahealth-matrtenanee] an organization for health
care; or

(b) inwhose behalf [sdeh] an arrangement for health care has been made.

humaﬁ—arrmem—efﬁpamﬁaﬁt] is as defined in Section 31A-1-301.

(5) "Health maintenance organization” means any person[;]:

(@) other than:

(i) aninsurer licensed under Chapter 7; or

(i) anindividua who contracts to render professional or persona servicesthat [ke] the
individual directly performs [kitmsetf-which:]; and

(b) that:

[€a)] (i) furnishesat a minimum, either directly or through arrangements with others, basic

health care services to an enrollee in return for prepaid periodic payments agreed to in amount
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prior to the time during which the health care may be furnished; and

[tby] (i) isobligated to the enrollee to arrange for or to directly provide available and
accessible hedlth care.

(6) (8 "Limited health plan" means, except as limited under Subsection (6)(b), any person
who furnishes, either directly or through arrangements with others, [the] services:

(i) of:

(A) dentistd[5].

(B) optometristy;];

(C) physical therapists[s];

(D) podiatrists[;]:

(E) psychologisty;];

(F) physiciang[s];

(G) chiropractic physiciang;];

(H) naturopathic physiciang;];

(1) osteopathic physiciang;];

(J) socia workerg[;];

(K) family counselorg];

(L) other hedlth care providerd[;]; or

(M) reasonable combinations of [these;] the services described in this Subsection (1)(a)(i);

(ii) to anenrolleg;

(iiif) inreturn for prepaid periodic payments agreed to in amount prior to the time during
which the services may be furnished[;]: and [whoets]
(iv) for which the person is obligated to the enrollee to arrange for or directly provide

available and accessible the services described in this Subsection (6)(a).

(b) "Limited health plan" does not include:

(i) ahealth maintenance organization;

(if) aninsurer licensed under Chapter 7; or

(iii) anindividual who contractsto render professional or personal servicesthat he
performs himself.

(7) (& "Nonprofit organization" or "nonprofit corporation” means an organization no part
of the income of which is distributable to its members, trustees, or officers, or a nonprofit
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cooperative association, except in a manner allowed under Section 31A-8-406.

(b) "Nonprofit health maintenance organization" and "nonprofit limited health plan” are
used when referring specifically to one of the types of organizations with "nonprofit" status.

(8) "Organization" means health maintenance organization and limited health plan, unless
used in the context of:

(@) "organization permit,” in which case see Sections 31A-8-204 and 31A-8-206[5]; or
[trtesstsedH-the-contextof]

(b) "organization expenses," in which case see Section 31A-8-208.

(9) "Participating provider" means a provider as defined in Subsection (10) who, under an
express or implied contract with the health maintenance organization, has agreed to provide health
care services to enrollees with an expectation of receiving payment, directly or indirectly, from the
health maintenance organization, other than copayment.

(10) "Provider" means any person who furnishes health care directly to the enrollee and
who is licensed or otherwise authorized to furnish this care in this state.

(11) "Uncovered expenditures’ means the costs of health care services that are covered by
an organization for which an enrollee is liable in the event of the organization's insolvency.

(12) "Unusual or infrequently used health services' means those health services which are
projected to involve fewer than 10% of the organization's enrollees’ encounters with providers,
measured on an annual basis over the organization's entire enrollment.

Section 17. Section 31A-8-103 (Effective 04/30/01) is amended to read:

31A-8-103 (Effective 04/30/01). Applicability to other provisions of law.

(1) (&) Except for exemptions specifically granted under thistitle, [ergantzationsare] an
organization is subject to regulation under all of the provisions of thistitle.

(b) Notwithstanding any provision of thistitle, [ergantzations] an organization licensed
under this chapter [ar€] is.

(i) wholly exempt from [theproevisonsof] Chapters 7, 9, 10, 11, 12, 13, 19, and 28[—n
additton-erganizationsare] and not subject to:

[€a)] (A) Chapter 3, except for Part I;

[tb}] (B) Section 31A-4-107;

[€e)] (C) Chapter 5, except for provisions specifically made applicable by this chapter;

[teh] (D) Chapter 14, except for provisions specifically made applicable by this chapter;
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[ter—Chapters] (E) Chapter 17 [ane-18], except:
(1) Part VI1; or
(11) as made applicable by the commissioner by rule consistent with this chapter; [and]

(F) Chapter 18, except as made applicable by the commissioner by rule consistent with this
chapter; and

[€F] (G) Chapter 22, except for Parts V1, VI, and XII.

(2) The commissioner may by rule waive other specific provisions of thistitle that [ke] the

commissioner considers inapplicable to health maintenance organizations or limited health plans,
upon afinding that [sdeh-a] the waiver will not endanger the interests of:

(@) enrollees[s];

(b) investord[;]; or

(c) the public.

(3) Title 16, Chapter 6a, Utah Revised Nonprofit Corporation Act, and Title 16, Chapter
10a, Utah Revised Business Corporation Act, do not apply to [erganizations| an organization
except as specifically made applicable by:

(a) thischapter;

(b) aprovison referenced under this chapter; or

(c) arule adopted by the commissioner to deal with corporate law issues of health
maintenance organizations that are not settled under this chapter.

(4) (8 Whenever in this chapter [a-section,—subsection,-orparagraph-of], Chapter 5, or
Chapter 14 is made applicable to [ergantzations| an organization, the application is:

(i) of those provisions that apply to a mutual [eerporations| corporation if the organization

is nonprofit; and

(i) of those that apply to a stock [eorporations| corporation if the organization is for profit.
[Whenever-aprovison-under]

(b) When Chapter 5 or 14 is made applicable to [erganizations] an organization under this
chapter, "mutual" means nonprofit organization.

(5) Solicitation of enrollees by an organization is not a violation of any provision of law
relating to solicitation or advertising by health professionals if that solicitation is made in

accordance with [theprovisionsof|:
(@) thischapter; and
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(b) Chapter 23.

(6) Nothing in thistitle prohibits any health maintenance organization from meeting the
requirements of any federal law that enables the health maintenance organization to:

(a) receive federal funds; or [te]

(b) obtain or maintain federal qualification status.

(7) Except as provided in Section 31A-8-501, [erganizations-are] an organization is exempt

from:

(a) statutesin thistitle or department rulesthat restrict or limit [thett] its freedom of choice
in contracting with or selecting health care providers, including Section 31A-22-618][:]; and

[(8}] (b) [Organizations-are-exemptfrom| the assessment or payment of premium taxes
imposed by Sections 59-9-101 through 59-9-104.

Section 18. Section 31A-8-205 is amended to read:

31A-8-205. Organization permit and certificate of incor poration.

(1) Section 31A-5-204 applies to the formation of organizations, except that " Section
31A-5-211" in Subsection 31A-5-204 (5) shall be read " Section 31A-8-209."

(2) Inaddition to the requirements of Section 31A-5-204, the application for a permit shall
include a description of the initial locations of facilities where health care will be available to
enrollees, the hours during which various services will be provided, the types of health care
personnel to be used at each location and the approximate number of each personnel type to be
available at each location, the methods to be used to monitor the quality of health care furnished,
the method of resolving grievances initiated by enrollees or providers, the method used to give
enrollees an opportunity to participate in matters of policy, the medical records system, and the
method for documentation of utilization of health care by persons insured.

Section 19. Section 31A-8-209 is amended to read:

31A-8-209. Minimum capital or minimum per manent sur plus.

(1) [Health] A health maintenance [ergantzettons] organization being organized or
operating under this chapter shall have and maintain a minimum capital or minimum permanent
surplus of $100,000.

[ -
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(2) (2) The minimum required capital or minimum permanent surplus for alimited health

(i) isat least $10,000; and

(i) may not exceed $100,000.

(b) The initial minimum required capital or minimum permanent surplus for a limited
health plan required by Subsection (2)(a) shall be set by the commissioner, after:

(i) ahearing; and

(ii) consideration of:

(A) the servicesto be provided by the limited health plan;

(B) the size and geographical distribution of the population the limited health plan
anticipates serving;

(C) the nature of the limited health plan's arrangements with providers; and

(D) the arrangements, agreements, and relationships in place or reasonably anticipated with

respect to:
(1) insolvency insurance;

(11) reinsurance;

(111) lenders subordinating to the interests of enrollees and trade creditors;

(1V) personal and corporate financial guarantees;

(V) provider withholds and assessments;
(V1) surety bonds;
(VI11) hold harmless agreements in provider contracts; and

(V111 other arrangements, agreements, and relationships impacting the security of

enrollees.
(c) Upon amaterial change in the scope or nature of alimited health plan's operations, the

commissioner may, after a hearing, alter the limited health plan's minimum required capital or

minimum permanent surplus.

(3) Before beginning operations, a health maintenance organization licensed under this

chapter shall have total adjusted capital in excess of the company action level RBC as defined in
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Subsection 31A-17-601(8)(b).
(4) Each headth maintenance organization authorized to do business in this state shall

maintain assets in an amount equal to the total of the health maintenance organization's.
(@) liahilities,
(b) minimum capital or minimum permanent surplus required by Subsection (1) or (2); and
(c) the company action level RBC as defined in Subsection 31A-17-601(8)(b).
(5) Asaprerequisite to receiving an original certificate of authority to do businessin this

state, a health maintenance organization shall have initial surplus at least $400,000 in excess of

the capital and surplus required by Subsection (4).

[4)] (6) The commissioner may allow the minimum capital or permanent surplus account
of an organization to be designated by some other name.
(7) A pattern of persistent deviation from the accounting and investment standards under

this section may be grounds for the commissioner to find that the one or more persons with

authority to make the organization's accounting or investment decisions are incompetent for
purposes of Subsection 31A-5-410(3).

Section 20. Section 31A-8-211 is amended to read:

31A-8-211. Deposit.

(1) Except as provided in Subsection (2), each organization authorized in this state shall

maintain a deposit with the commissioner under Section 31A-2-206 in an amount equal to the sum
of:

(a) the organization's minimum capital or minimum permanent surplus [ptas] requirement
of Subsection 31A-8-209(1) or (2); and

(b) 50% of [eomptisory-surptas] the company action level RBC as defined in Subsection
31A-17-601(8)(b).

(2) [A] (a) After ahearing the commissioner may exempt a health maintenance

organization from the deposit requirement of Subsection (1) if:

(i) the commissioner determines that the enrollees interests are adequately protected:;

(ii) the health maintenance organization [whieh] has been continuously authorized to do
business in this state for at least five yeard[;]; and [which]
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Subsection 31A-17-601(8)(b).
(b) The commissioner may rescind [sdeh] an exemption given under Subsection (2)(a).
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Section 21. Section 31A-8-213 is amended to read:

31A-8-213. Certificate of authority.

(1) [Fhe] An organization may apply for a certificate of authority at any time prior to the
expiration of its organization permit. The application shall include:

(@) adetailed statement by a principal officer about any material changes that have taken
place or are likely to take place in the facts on which the issuance of the organization permit was
based]]; and

(b) if any material changes are proposed in the business plan, the information about the
changes that would be required if an organization permit were then being applied for.

(2) The commissioner shall issue a certificate of authority, if [ke] the commissioner finds

that:

() the [organtzatior-satisftes| organization's capital and surplus complies with the
requirements of [Seetions] Section 31A-8-209 [and-31A-8-210] as to the operations proposed
under the new certificate of authority;

(b) thereisno basis for revoking the organization permit under Section 31A-8-207;
(c) the deposit required by Section 31A-8-211 has been made;
(d) the organization satisfies the requirements of Section 31A-8-104; and

[ e—the-organtzation-sattshHesthe-surptusregutrement or—-Supsection-31A
whichever-applies—and)]
[€5] (e) all other applicable requirements of the law have been met.
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(3) The certificate of authority shall specify any limitsimposed by the commissioner upon
the organization's business or methods of operation, including the general types of health care
services the organization is authorized to provide.

(4) Upon the issuance of the certificate of authority:

(@) the board shall authorize and direct the issuance of certificates for shares, bonds, or
notes subscribed to under the organization permit, and of insurance policies upon qualifying
applications obtained under the organization permit; and

(b) the commissioner shall authorize the release to the organization of all funds held in
escrow under Section 31A-5-208, as adopted by Section 31A-8-206.

(5) (&) Anorganization may at any time apply to the commissioner for a new or amended
certificate of authority altering the limits on its business or methods of operation. The application
shall contain or be accompanied by that information reasonably required by the commissioner
under Subsections 31A-5-204(2) and 31A-8-205(2). The commissioner shall issue the new
certificate as requested if [ke] the commissioner finds that the organization continues to satisfy the

requirements specified under Subsection (2).
(b) If the commissioner issues a summary order under Section 31A-27-201 against an
organization, [ke] the commissioner may also revoke the organization's certificate and issue a new

one with any limitation he considers necessary.
Section 22. Section 31A-8-402 is amended to read:
31A-8-402. Contract cancellation or nonrenewal.

(1) Anenrollee may not be cancelled or nonrenewed except for:

(a) nonpayment of a premium or contribution;

(b) afraudulent act committed by the plan sponsor;

(c) aviolation of participation or contribution rules;

(d) termination of the plan where the issuer is ceasing to offer coverage in the market
according to:
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(i) regulations required under the Health Insurance Portability and Accountability Act of
1996 42 U.S.C. 1301, et seq.; and

(i) Subsections 31A-2-201(3), 31A-4-115(8), and 31A-30-106(1)(k); or

(e) the enrollee moving to outside of the service area.

(2) Every organization authorized under this chapter shall provide its enrollees an
opportunity, at least once each year, to:

(@) enroll again with the organization; or

(b) choose another source through which they may secure health care services or benefits.

(3) This section does not prohibit reasonable underwriting classifications for the purpose
of establishing rates nor does it prohibit experience rating.

(4) (@ Therequirement in [PartvH-of] Chapter 22, Part V11, Group Accident and Headlth
Insurance, that a conversion policy be available for certain persons who are no longer entitled to

group coverage does not require an organization to provide a conversion policy to a person
residing outside of the organization's service area.

(b) The commissioner may, by rule or order, define the scope of an organization's service
area

Section 23. Section 31A-8-407 is amended to read:

31A-8-407. Written contracts -- Limited liability of enrollee.

(1) (@) Every contract between [aheatth-matitenanee] an organization and a participating
provider of health care services shall be in writing and shall set forth that [irthe-eventtheheath
matrtenance] if the organization:

(i) failsto pay for health care services as set forth in the contract, the enrollee [shal] may
not be liable to the provider for any sums owed by the [health-mairitenanee] organization[-]; and

(ii) the organization becomes insolvent, the rehabilitator or liquidator may require the

participating provider of health care services to:

(A) continue to provide health care services under the contract between the participating

provider and the organization until the later of:

(1) 90 days from the date of the filing of a petition for rehabilitation or the petition for
liquidation; or

(11) the date the term of the contract ends; and

(B) subject to Subsection (1)(c), reduce the fees the participating provider is otherwise
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entitled to receive from the organization under the contract between the participating provider and

the organization during the time period described in Subsection (1)(b)(i).
(b) If the conditions of Subsection (1)(a)(ii)(b) are met, the participating provider shall:
(i) accept the reduced payment as payment in full; and

(i) relinquish the right to collect additional amounts from the insolvent organization's

enrollee.
(c) Notwithstanding Subsection (1)(a)(ii)(b):
(i) _the rehabilitator or liquidator may not reduce a fee to less than 75% of the regular fee

set forth in the participating provider contract; and

(ii) the enrollee shall continue to pay the same copayments, deductibles, and other

payments for services received from the participating provider that the enrollee was required to pay

before the filing of:

(A) the petition for reorganization; or

(B) the petition for liquidation.

participating provider [shalt] may not collect or attempt to collect from the enrollee sums owed
by the [health-mairtenance] organization or the amount of the regular fee reduction authorized
under Subsection (1)(a)(ii) if the participating provider contract:

() isnot in writing as required in Subsection (1); or

(b) falsto contain the language required by Subsection (1).
(3) (A [Nopartictpatingprovideror-agent,trustee,or-ass

A person listed
in Subsection (3)(b) may not bill or maintain any action at law against an enrollee to collect:

() sums owed by the [heath-matrtenrance] organization[:];_or

(i) the amount of the regular fee reduction authorized under Subsection (1)(a)(ii).
(b) Subsection (3)(a) applies to:

(i) a participating provider;

(i) an agent;

(iii) atrustee; or

(iv) an assignee of a person described in Subsections (3)(b)(i) through (iii).
Section 24. Section 31A-8-408 is amended to read:
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31A-8-408. Organizations offering point of service products.

Effective July 1, 1991, a hedth maintenance [ergantzations| organization offering products
that permit members the option of obtaining covered services from a noncontracted provider,
which is a point of service or [POS] point of sale product, shall comply with the [feltewing]
requirements:] of Subsections (1) through (7).

(1) The cost of an encounter with a noncontracted provider is considered an uncovered
expenditure as defined in Section 31A-8-101 [forpurposesof-Sectton-31A-8-210].

(2) Any organization offering to sell point of service products shall report the number of
encounters with contracted and noncontracted providers to the commissioner on a monthly basis.
The commissioner shall define the form, content, and due date of the report and shall require
audited reports of the information on a yearly basis.

(3) Anorganization may not offer point of service products unlessit has secured contracts
with participating providers located within the organization's service area for each covered service
other than those unusual or infrequently used health services that are not available from the
organization's health care providers.

(4) An organization may not enroll members who do not work or reside in the service area
as defined by rule, except this Subsection (4) does not apply to dependents of enrollees.

(5) Any organization [whiteh] that exceeds the 10% limit of unusual or infrequently used
health services as defined in Section 31A-8-101 is subject to a forfeiture of up to $50 per
encounter.

(6) [Organizations] An organization shall disclose to employees and membersthe
existence of the 10% limit at or prior to enrollment.

(7) The commissioner shall hold hearings and adopt rules providing any additional
limitations or requirements necessary to secure the public interest in conformity with this section.

Section 25. Section 31A-9-212 (Effective 04/30/01) is amended to read:

31A-9-212 (Effective 04/30/01). Separ ate accounts and subsidiaries.

(1) Except as provided in Subsections (2) and (3), Sections 31A-5-217 and 31A-5-218
apply to separate accounts and subsidiaries of fraternals. If afraternal issues contracts on a variable
basis, Subsections 31A-22-902(2) and (6) and 31A-9-209(2) do not apply, except that Subsection
31A-9-209(2) applies to any benefits contained in the variable contracts which are fixed or
guaranteed dollar amounts.
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(2) If afraterna engages in any insurance business other than life, [elisabitity] accident
and health, annuities, property, or liability insurance, it shall do so through a subsidiary under
Section 31A-5-218.

(3) (&) A local lodge may incorporate under Title 16, Chapter 6a, Utah Revised Nonprofit
Corporation Act, or the corresponding law of the state where it islocated, to carry out the
noninsurance activities of the local lodge.

(b) Corporations may be formed under Title 16, Chapter 6a, Utah Revised Nonprofit
Corporation Act, to implement Subsection 31A-9-602(2).

Section 26. Section 31A-11-102 is amended to read:

31A-11-102. Activities of motor clubs.

(1) Motor clubs authorized under this chapter may provide or arrange for the following
Services:

() service as agent or broker in obtaining insurance coverage from authorized insurers,
subject to Chapter 23;

(b) provision of, or payment for, legal services and costs in the defense of traffic offenses
or other legal problems connected with the ownership or use of a motor vehicle, provided the
maximum amount payable for any one incident is not more than 100 times the [the] annual charge
for the motor club contract;

(c) guaranteed arrest bond certificates and cash bond guarantees as specified under Section
31A-11-112;

(d) payment of specified expenses resulting from an automobile accident, other than
expenses for personal injury or for damage to an automobile, provided the maximum amount
payable for any one accident is not more than 100 times the annual charge for the motor club
contract;

(e) towing and emergency road services and theft services; and

(f) any services relating to travel not involving the transfer and distribution of risk.

(2) Unlessthey are also insurers under Chapter 5 or 14, motor clubs may not provide any
liability or physical damage insurance or insurance of life or [dfsabitity] accident and health,

whether or not related to motor vehicles.
(3) If amotor club is a separate division of a corporation, the activities of the other
divisions of the corporation are not limited by this section, if the motor club division complies with
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Subsection 31A-11-106(3).

Section 27. Section 31A-14-201 is amended to read:

31A-14-201. Application.

[ARy] (1) (&) Anincorporated person, other than aforeign health maintenance
organization[;-inetueing-the-United-Statesbranch-of-an-alien-insdrer], authorized as an insurer in
another jurisdiction in the United States may apply under this section for a certificate of authority
asaninsurer inthis state. [Fhtsthsdrer]

(b) Analien insurer that is incorporated may apply under this section for a certificate of

authority as an insurer in this state.

(2) An applicant for a certificate of authority under this section shall:
(@) usethe forms prescribed by the commissioner[—Fhe-applicant-shalt]; and

[€h)] (i) acopy of the applicant's articles and bylaws,

[€2)] (ii) financia statements for the most recent complete fiscal year, with an explanation
of the bases of al valuations and computations, in the detail reasonably required by the
commissioner;

[€3}] (iii) asummary, as detailed as the commissioner reasonably requires, of the
applicant's financial history for:

(A) the preceding ten yeary[5]; or [for]

(B) the entire period of the applicant's existence if less than ten years;

[(4)] (iv) [thenamesofthe] for each of the applicant's current or proposed directors and
principal officers [and-thetaddresses-and-oecupations]:

(A) the name of the director or principal officer;

(B) the address of the director or principal officer; and

(©) the occupation for the preceding ten years of the director or principal officer;
[€5)] (v) for andlieninsurer[;]:
(A) the name of its United States manager, the manager's addresses and occupations for

the preceding ten years; and
(B) if the manager is a corporation, the names, addresses, and occupations of its directors
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and principa officers, and its most recent detailed financial statements;

[€6)] (vi) aschedulelisting:

[€a)] (A) al jurisdictionsin which applicant has done or has been authorized to conduct
an insurance business during the preceding ten years,

[tby] (B) all jurisdictionsinwhich the applicant has applied for authorization to conduct
an insurance business during the preceding ten years, and the dates and results of those
applications;

[fe)] (C) Aall jurisdictions from which the applicant has withdrawn from conducting an
insurance business during the preceding ten years, and the reasons for its withdrawals; and

[teh] (D) the name of and the circumstances surrounding any officer, director, or
controlling shareholder of the corporation ever being subject to a:

[€h] (1) felony indictment or conviction; or

[€iy] (11) civil, criminal, or administrative action aleging fraud;

[€A] (vii) asummary description of the applicant's present business operations, including
the coverages written and the states and countries in which it does business;

[€8)] (viii) alist of any statements, reports, or other documents that have, within the last
five years, been generally transmitted or distributed to or among the insurer's creditors,
shareholders, members, subscribers, or policyholders;

[€9)] (ix) if the applicant has been in the insurance business for less than ten years, a
summary of the past and a projection of the anticipated operating results at the end of each year
of the first ten years of operation, based, where known, on actual data and otherwise on reasonable
assumptions of loss experience, premium and other income, operating expenses, and acquisition
Ccosts,

[(16)] (x) astatement that organizational and promotional expenses have been paid, and
that organizational procedures required by the insurer's domiciliary authority are complete;

[(11)] (xi) astatement from the domiciliary regulatory authority and the state of entry into
the United States, if any, that so far as known, the applicant is sound and there are no legitimate
objectionsto its proposed operations in this state;

[(22)] (xii) the plan for conducting an insurance business in this state, including:

[€a)] (A) the geographical area where businessisto be conducted;

[tb}] (B) thetypes of insurance to be written;
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[€e)] (C) the proposed general marketing methods;

[teh] (D) the proposed method for establishing premium rates; and

[te)] (E) copies of the policy and application forms to be used in this state;

[€13)] (xiii) any other information the commissioner reasonably requires,

[(34)] (xiv) authorization to the commissioner to make inquiry of any person about the
applicant, its manager under a management contract, its attorney in fact, its general agents, and any
of the officers, directors, or shareholders of any of them designated by the commissioner; and

[(15)] (xv) written agreement by the applicant and any other designated personsthat in the
absence of actual malice, no communication made in response to any inquiry under Subsection
[(34)] (2)(xiv) will subject the person making it to an action for damages for defamation brought
by the applicant, the designated person, or alegal representative of either.

(3) No action for damages for defamation lies even in the absence of this agreement.

(4) Notwithstanding Subsection (2), the commissioner may exempt an applicant for a

certificate of authority from providing the information described in Subsection (2) if the

commissioner finds that the information will not be helpful in making the decision of whether to

issue a certificate of authority.
Section 28. Section 31A-14-212 is amended to read:
31A-14-212. Changesin business plan.

(1) Within two years after the initial issuance of a certificate of authority to aforeign
insurer by its domiciliary jurisdiction, the insurer may not substantially deviate from its business
plan under Subsection 31A-14-201 [{32)] (2)(xii) unless notice of the proposed action is filed with
the commissioner 30 days in advance of the proposed effective date.

(2) If the commissioner believes that the change proposed under Subsection (1) would be
contrary to Utah law or to the interests of insureds, creditors, or the public, he may prohibit the
application of the change to Utah. In his prohibitory order he shall explain why he has prohibited
the change.

(3) If the commissioner finds after a hearing that the application of the proposed change
outside Utah would endanger the interests of insureds, creditors, or the public in Utah, the
commissioner may revoke the insurer's certificate of authority unless the insurer agrees not to make
the change.

Section 29. Section 31A-15-103 is amended to read:
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31A-15-103. Surpluslinesinsurance -- Unauthorized insurers.

(1) Notwithstanding Section 31A-15-102, aforeign insurer that has not obtained a
certificate of authority to do businessin this state under Section 31A-14-202 may negotiate for and
make insurance contracts with persons in this state and on risks located in this state, subject to the
limitations and requirements of this section.

(2) For contracts made under this section, the insurer may, in this state, inspect the risks
to be insured, collect premiums and adjust losses, and do all other acts reasonably incidental to the
contract, through employees or through independent contractors.

(3) (8) Subsections (1) and (2) do not permit any person to solicit business in this state on
behalf of an insurer that has no certificate of authority.

(b) Any insurance placed with a nonadmitted insurer shall be placed with a surplus lines
broker licensed under Chapter 23.

(c) The commissioner may by rule prescribe how a surplus lines broker may:

(i) pay or permit the payment, commission, or other remuneration on insurance placed by
the surplus lines broker under authority of the surplus lines broker's license to one holding a license
to act as an insurance agent; and

(i) advertise the availability of the surplus lines broker's services in procuring, on behalf
of persons seeking insurance, contracts with nonadmitted insurers.

(4) For contracts made under this section, nonadmitted insurers are subject to Sections
31A-23-302 and 31A-26-303 and the rules adopted under those sections.

(5 A nonadmitted insurer may not issue workers compensation insurance coverage to
employers located in this state, except for stop loss coverages issued to employers securing
workers compensation under Subsection 34A-2-201(3).

(6) (&) The commissioner may by rule prohibit making contracts under Subsection (1) for
a specified class of insurance if authorized insurers provide an established market for the classin
this state that is adequate and reasonably competitive.

(b) The commissioner may by rule place restrictions and limitations on and create specid
procedures for making contracts under Subsection (1) for a specified class of insurance if there
have been abuses of placementsin the class or if the policyholdersin the class, because of limited
financial resources, business experience, or knowledge, cannot protect their own interests
adequately.
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(c) The commissioner may prohibit an individual insurer from making any contract under
Subsection (1) and all insurance agents and brokers from dealing with the insurer if:

(i) theinsurer has willfully violated this section, Section 31A-4-102, 31A-23-302, or
31A-26-303, or any rule adopted under any of these sections;

(i) theinsurer hasfailed to pay the fees and taxes specified under Section 31A-3-301; or

(iii) the commissioner has reason to believe that the insurer isin an unsound condition or
is operated in a fraudulent, dishonest, or incompetent manner or in violation of the law of its
domicile.

(d) (i) The commissioner may issue lists of unauthorized foreign insurers whose solidity
the commissioner doubts, or whose practices the commissioner considers objectionable.

(i) The commissioner shall issue lists of unauthorized foreign insurers the commissioner
considers to be reliable and solid. [Fhe]

(iii) In addition to the lists described in Subsections (7)(d)(i) and (ii), the commissioner
may [ase] issue other relevant evaluations of unauthorized insurers. [Ne]

(iv) An action [Hes] may not lie against the commissioner or any employee of the
department for any written or oral communication made in, or in connection with the issuance of,
[these] the lists or evaluations described in this Subsection (6)(d).

(e) A foreign unauthorized insurer shall be listed on the commissioner's "reliable” list only

if the unauthorized insurer:

(i) has delivered arequest to the commissioner to be on the list;

(i) has established satisfactory evidence of good reputation and financial integrity;

(iii) has delivered to the commissioner a copy of its current annual statement certified by
the insurer and continues each subsequent year to file its annual statements with the commissioner
within 60 days of its filing with the insurance regulatory authority where it is domiciled; [and]

(iv) (A) isinsubstantial compliance with the solvency standards in Chapter 17, Part VI,
Risk-Based Capital, or maintains capital and surplus of at least [$5;006;600] $15,000,000,
whichever is greater, and maintains in the United States an irrevocable trust fund in either a

national bank or a member of the Federal Reserve System, or maintains a deposit meeting the
statutory deposit requirements for insurers in the state where it is made, which trust fund or
deposit:

(1) shall be in an amount not less than [$1,566;606] $2,500,000 for the protection of al of
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the insurer's policyholders in the United States,

(1) may consist of cash, securities, or investments of substantially the same character and
quality as those which are "qualified assets' under Section 31A-17-201; and

(111) may include as part of the trust arrangement a letter of credit that qualifies as
acceptable security under Subsection 31A-17-404(3)(c)(iii); or

(B) inthe case of any "Lloyd's’ or other similar incorporated or unincorporated group of
alien individua insurers, maintains a trust fund that:

(1) shall bein an amount not less than $50,000,000 as security to its full amount for all
policyholders and creditors in the United States of each member of the group;

(1) may consist of cash, securities, or investments of substantially the same character and
quality as those which are "qualified assets' under Section 31A-17-201; and

(111) may include as part of thistrust arrangement aletter of credit that qualifies as
acceptable security under Subsection 31A-17-404(3)(c)(iii)[-];,.and

(v) for analien insurer not domiciled in the United States or aterritory of the United

States, islisted on the Quarterly Listing of Alien Insurers maintained by the National Association

of Insurance Commissions International |nsurers Department.

(7) A surpluslines broker may not, either knowingly or without reasonable investigation
of the financial condition and general reputation of the insurer, place insurance under this section
with financially unsound insurers or with insurers engaging in unfair practices, or with otherwise
substandard insurers, unless the broker gives the applicant notice in writing of the known
deficiencies of the insurer or the limitations on his investigation, and explains the need to place
the business with that insurer. A copy of this notice shall be kept in the office of the broker for at
least five years. To be financially sound, an insurer shall satisfy standards that are comparable to
those applied under the laws of this state to authorized insurers. Insurers on the "doubtful or
objectionable” list under Subsection (6)(d) and insurers not on the commissioner's "reliable” list
under Subsection (6)[{el}](€) are presumed substandard.

(8) A policy issued under this section shall include a description of the subject of the
insurance and indicate the coverage, conditions, and term of the insurance, the premium charged
and premium taxes to be collected from the policyholder, and the name and address of the
policyholder and insurer. If the direct risk is assumed by more than one insurer, the policy shall
state the names and addresses of al insurers and the portion of the entire direct risk each has
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assumed. All policiesissued under the authority of this section shall have attached or affixed to
the policy the following statement: "The insurer issuing this policy does not hold a certificate of
authority to do business in this state and thus is not fully subject to regulation by the Utah
insurance commissioner. This policy receives no protection from any of the guaranty associations
created under Title 31A, Chapter 28."

(9) Upon placing anew or renewal coverage under this section, the broker shall promptly
deliver to the policyholder or his agent evidence of the insurance consisting either of the policy as
issued by the insurer or, if the policy is not then available, a certificate, cover note, or other
confirmation of insurance complying with Subsection (8).

(10) If the commissioner finds it necessary to protect the interests of insureds and the
public in this state, the commissioner may by rule subject policies issued under this section to as
much of the regulation provided by thistitle as is required for comparable policies written by
authorized foreign insurers.

(11) (@) Each surpluslines transaction in this state shall be examined to determine whether
it complies with:

(i) the surpluslinestax levied under Chapter 3;

(i) the solicitation limitations of Subsection (3);

(iii) the requirement of Subsection (3) that placement be through a surplus lines broker;

(iv) placement limitations imposed under Subsections (6)(a), (b), and (c); and

(v) the policy form requirements of Subsections (8) and (10).

(b) The examination described in Subsection (11)(a) shall take place as soon as practicable
after the transaction. The surplus lines broker shall submit to the examiner information necessary
to conduct the examination within a period specified by rule.

(c) The examination described in Subsection (11)(a) may be conducted by the
commissioner or by an advisory organization created under Section 31A-15-111 and authorized
by the commissioner to conduct these examinations. The commissioner is not required to
authorize any additional advisory organizations to conduct examinations under this Subsection
(11)(c). The commissioner's authorization of one or more advisory organizations to act as
examiners under this subsection shall be by rule. In addition, the authorization shall be evidenced
by a contract, on a form provided by the commissioner, between the authorized advisory
organization and the department.
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(d) The person conducting the examination described in Subsection (11)(a) shall collect
a stamping fee of an amount not to exceed 1% of the policy premium payable in connection with
the transaction. Stamping fees collected by the commissioner shall be deposited in the General
Fund. The commissioner shall establish this fee by rule. Stamping fees collected by an advisory
organization are the property of the advisory organization to be used in paying the expenses of the
advisory organization. Liability for paying the stamping feeis as required under Subsection
31A-3-303(1) for taxes imposed under Section 31A-3-301. The commissioner shall adopt arule
dealing with the payment of stamping fees. If stamping fees are not paid when due, the
commissioner or advisory organization may impose a penalty of 25% of the fee due, plus 1-1/2%
per month from the time of default until full payment of the fee. Feesrelative to policies covering
risks located partially in this state shall be alocated in the same manner as under Subsection
31A-3-303(4).

(e) The commissioner, representatives of the department, advisory organizations,
representatives and members of advisory organizations, authorized insurers, and surplus lines
insurers are not liable for damages on account of statements, comments, or recommendations made
in good faith in connection with their duties under this Subsection (11)(e) or under Section
31A-15-111.

(f) Examinations conducted under this Subsection (11) and the documents and materials
related to the examinations are confidential.

Section 30. Section 31A-15-106 is amended to read:

31A-15-106. Servicing of contracts made out of state.

(1) A foreigninsurer that does not have a certificate of authority to do businessin this state
under Section 31A-14-202 may, in this state, collect premiums and adjust losses and do all other
acts reasonably incidental to contracts made outside this state without violating this chapter. Any
premiums collected under this section are subject to Section 31A-3-301.

(2) Subsection (1) does not permit arenewal, extension, increase, or other substantial
change in the terms of any contract under Subsection (1) unless:

(a) it ispermitted under Section 31A-15-103;

(b) the contract isfor life or [eisabitity] accident and health insurance or annuities; or

(c) arule adopted by the commissioner permits this action when the interests of the
policyholder and the public appear to be sufficiently protected.
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Section 31. Section 31A-17-201 is amended to read:

31A-17-201. Qualified assets.

(1) Except as provided under Subsections (3) and (4), only the qualified assetslisted in
Subsection (2) may be used in determining the financial condition of an insurer, except to the
extent an insurer has shown to the commissioner that the insurer has excess surplus, as defined in
Section 31A-1-301.

(2) For purposes of Subsection (1), "qualified assets' means:

[ a Rvestien Secd eSS Properdes,antT10a aCctud
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2322 [{H—eash-ereurrency:-and]

2323 (a) assets as determined to be admitted in the Accounting Practices and Procedures

2324  Manual, published by the National Association of Insurance Commissioners; and

2325 [{)] (b) other assets authorized by rule.

2326 (3) (8 Subject to Subsection (5) and even if they could not otherwise be counted under this

2327  chapter, assets acquired in the bona fide enforcement of creditors rights may be counted for the
2328  purposes of Subsection (1) and Sections 31A-18-105 and 31A-18-106:

2329 (i) for five years after their acquigition if they are real property; and
2330 (i) for oneyear if they are not real property.
2331 (b) (i) The commissioner may allow reasonable extensions of the periods described in

2332  Subsection (3)(a), if disposal of the assets within the periods given is not possible without

2333  substantial loss.

2334 (i) Extensions under Subsection (3)(b)(i) may not, asto any particular asset, exceed atotal
2335  of five years.

2336 (4) Subject to Subsection (5), and even though under this chapter the assets could not
2337  otherwise be counted, assets acquired in connection with mergers, consolidations, or bulk

2338 reinsurance, or as adividend or distribution of assets, may be counted for the same purposes, in
2339  the same manner, and for the same periods as assets acquired under Subsection (3).

2340 (5) Assets described under Subsection (3) or (4) may not be counted for the purposes of
2341  Subsection (1), except to the extent they are counted as assets in determining insurer solvency
2342  under the laws of the state of domicile of the creditor or acquired insurer.

2343 Section 32. Section 31A-17-401 is amended to read:
2344 31A-17-401. Valuation of assets.
2345 (1) The commissioner shall value the assets of insurers in accordance with then current

2346  insurance business practices, but not in a manner inconsistent with the provisions of thistitle. In
2347  valuing assets, the commissioner shall consider any method then current, formulated, or approved
2348 by the National Association of Insurance Commissioners.

2349 (2) Assetsthat are not qualified assets under Subsection 31A-17-201(2) are considered to
2350 have no value in evaluating an insurer's compliance with Chapter 17, Part 6, Risk-Based Capital.
2351 Those assets may be used in evaluating the insurer's financial condition only to the extent the
2352  insurer has excess surplus.
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(3) (@) Insurance subsidiaries are valued on the books of a parent insurer as follows:

(i) Except as provided under Subsections (3)(a)(iii) [thretgh{wi)] and (iv), common stock
of the subsidiary is valued on the basis of the parent insurer's percentage of ownership of the
common stock multiplied by the total of the subsidiary's capital and surplus, less amounts needed
to liquidate all clams to the capital and surplus which are senior to common stock. Subsection
31A-18-106(1)(k) provides applicable limitations on investments in subsidiaries.

(if) The value of securities other than common stock issued by a subsidiary is the lesser
of the present value of the future income to be derived under the securities or the amount the parent
insurer would receive as aresult of the securities if the subsidiary were liquidated and all creditors
of the subsidiary and holders of the subsidiary's securities with senior priority were paid in full.
The present value of future income derived from securities is determined by rule adopted by the
commissioner. A parent insurer may attribute value to a security of its subsidiary only if the parent
insurer is being paid dividends or interest on the security, and only if the parent insurer can
reasonably anticipate that dividends or interest will continue to be paid on the security.

(iii) Except as provided under [Subsections{3j{a)tivthrodgh-vty] Subsection (3)(iv), any
portion of the subsidiary's value permitted under Subsection (3)(a) that is represented by assets
other than assets listed under Section 31A-17-201, may only be classified as excess surplus of the
parent insurer, and then only to the extent the parent insurer has established that it has excess
surplus under Section 31A-17-202.

(iv) For the purposes of Subsection (3)(a)(iii), assets of a newly acquired subsidiary that

are the equivalent of qualified assets in the subsidiary's domiciliary state, are, for the first five years
after the subsidiary's acquisition, considered to be qualified assets under Section 31A-17-201. This
assumption stands even if the assets are not otherwise qualified assets under Section 31A-17-201.
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(b) A subsidiary formed or acquired to hold or manage investments that the parent

insurance company might hold or manage directly, shall be valued as if the assets of the subsidiary
were owned directly by the insurer in a percentage equal to the insurer's percentage of ownership
of the subsidiary. The subsidiary investment limitation of Subsection 31A-18-106(1)(k) does not
apply to these subsidiaries.

(c) Subsidiaries other than those described in Subsections (3)(a) and (b) shall be valued
in accordance with Subsection (1). The subsidiary investment limitation under Subsection
31A-18-106(1)(k) appliesto these subsidiaries in the same manner as to subsidiaries described in
Subsection (3)(a).

(d) Indetermining an insurer's financial condition, no value is given to:

(i) any interest held by the insurer in its own stock, including debts due the insurer that are
secured by the insurer's own stock; or

(if) any proportionate interest in the insurer's own stock, including debts that are secured
by the insurer's own stock, which is held by any corporation, partnership, business unit, firm, or
person owned in whole or in part by the insurer.

(4) The commissioner shall adopt rules to implement the provisions of this section.

Section 33. Section 31A-17-402 is amended to read:
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31A-17-402. Valuation of liabilities.

The commissioner shall adopt rules specifying the liabilities required to be reported by
insurers in financial statements submitted under Section 31A-2-202 and the methods of valuing
them. For life insurance, those methods shall be consistent with Part 5 of this chapter, Standard
Valuation Law. Title insurance reserves are provided for under Section 31A-17-408. In
determining the financial condition of an insurer, liabilities include:

(I) the estimated amount necessary to pay all its unpaid losses and claims incurred on or
prior to the date of statement, whether reported or unreported, together with the expense of
adjustment or settlement of the loss or clam;

(2) for life, [elisabttity] accident and health insurance, and annuity contracts:

(@) thereserves on life insurance policies and annuity contracts in force, valued according

to appropriate tables of mortality and the applicable rates of interest;
(b) the reserves for [eisabitity] accident and health benefits, for both active and disabled

lives;

(c) thereservesfor accidenta death benefits, and

(d) any additional reserves which may be required by the commissioner by rule, or if no
rule is applicable, then in a manner consistent with the practice formulated or approved by the
National Association of Insurance Commissioners with respect to those types of insurance;

(3) for insurance other than life, [disabttity] accident and health, and title insurance, the
amount of reserves equal to the unearned portions of the gross premiums charged on policiesin

force, computed on adaily or monthly pro rata basis or other basis approved by the commissioner;
provided that after adopting any one of the methods for computing those reserves, an insurer may
not change methods without the commissioner's written consent;

(4) for ocean marine and other transportation insurance, reserves equal to 50% of the
amount of premiums upon risks covering not more than one trip or passage not terminated, and
computed upon a pro rata basis or, with the commissioner's consent, in accordance with methods
provided under Subsection (3); and

(5) itsother liahilities, including taxes, expenses, and other obligations due or accrued at
the date of statement.

Section 34. Section 31A-17-408 is amended to read:

31A-17-408. Titleinsurance reserves.
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(1) Inaddition to an adequate reserve for outstanding losses, a title insurance company
shall either:

(@) maintain and segregate an unearned premium reserve fund of not less than 10 cents for
each $1,000 face amount of retained liability under each title insurance contract or policy on a

single insurance risk issued[;exeept-that-during-each-of the-20-years foltowingthe-year-irrwh

(b) have the commissioner review and approve a contract of reinsurance applicable to the
title insurance company's policies, which contract adequately covers the exposure or risk which
the unearned premium reserve would serve.

(2) The fund shall be maintained for the protection of policyholders and is not subject to
the claims of stockholders or creditors other than policyholders.

Section 35. Section 31A-17-504 is amended to read:

31A-17-504. Computation of minimum standard.

Except as otherwise provided in Sections 31A-17-505, 31A-17-506, and 31A-17-513, the
minimum standard for the valuation of al life insurance policies and annuity and pure endowment
contracts issued prior to January 1, 1994, shall be that provided by the laws in effect immediately
prior to that date. Except as otherwise provided in Sections 31A-17-505, 31A-17-506, and
31A-17-513, the minimum standard for the valuation of all such policies and contracts issued on
or after January 1, 1994, shall be the commissioner's reserve valuation methods defined in Sections
31A-17-507, 31A-17-508, 31A-17-511, and 31A-17-513, 3.5% interest, or in the case of life
insurance policies and contracts, other than annuity and pure endowment contracts, issued on or
after June 1, 1973, 4% interest for such policiesissued prior to April 2, 1980, 5.5% interest for
single premium life insurance policies, and 4.5% interest for al other such policiesissued on and
after April 2, 1980, and the following tables:

(1) For al ordinary policies of life insurance issued on the standard basis, excluding any
[elisabitity] accident and health and accidental death benefits in such policies: the National
Association of Insurance Commissioners 1941 Standard Ordinary Mortality Table for such policies
issued prior to the operative date of Subsection 31A-22-408(6)(a) (that is, the Standard
Nonforfeiture Law for Life Insurance), the National Association of Insurance Commissioners 1958

Standard Ordinary Mortality Table for such policies issued on or after the operative date of
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Subsection 31A-22-408(6)(a) and prior to the operative date of Subsection 31A-22-408(6)(d),
provided that for any category of such policies issued on female risks, all modified net premiums
and present values referred to in this section may be calculated according to an age not more than
Six years younger than the actual age of the insured; and for such policiesissued on or after the
operative date of Subsection 31A-22-408(6)(d):

(@) the Nationa Association of Insurance Commissioners 1980 Standard Ordinary
Mortality Table;

(b) at the election of the company for any one or more specified plans of life insurance,

the National Association of Insurance Commissioners 1980 Standard Ordinary Mortality Table

with Ten-Y ear Select Mortality Factors; or

(c) any ordinary mortality table, adopted after 1980 by the National Association of
Insurance Commissioners, that is approved by rule promulgated by the commissioner for usein
determining the minimum standard of valuation for such policies.

(2) For dl industrial life insurance policies issued on the standard basis, excluding any
[elfsabtity] accident and health and accidental death benefits in such policies. the 1941 Standard
Industrial Mortality Table for such policies issued prior to the operative date of Subsection
31A-22-408(6)(c), and for such policies issued on or after such operative date, the National
Association of Insurance Commissioners 1961 Standard Industrial Mortality Table or any
industrial mortality table, adopted after 1980 by the National Association of Insurance
Commissioners, that is approved by rule promulgated by the commissioner for use in determining

the minimum standard of valuation for such policies.

(3) For individual annuity and pure endowment contracts, excluding any disability and
accidental death benefitsin such policies:

(a) the 1937 Standard Annuity Mortality Table[;of];

(b) at the option of the company, the Annuity Mortality Table for 1949, Ultimate[;]; or

(c) any modification of either of these tables approved by the commissioner.

(4) For group annuity and pure endowment contracts, excluding any [elisabitity] accident
and health and accidental death benefits in such policies:

(@) the Group Annuity Mortality Table for 1951, any modification of such table approved
by the commissioner[;]; or

(b) at the option of the company, any of the tables or modifications of tables specified for
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individual annuity and pure endowment contracts.

(5) For tota and permanent disability benefits in or supplementary to ordinary policies or
contracts:. for policies or contracts issued on or after January 1, 1966, the tables of Period 2
disablement rates and the 1930 to 1950 termination rates of the 1952 Disability Study of the
Society of Actuaries, with due regard to the type of benefit or any tables of disablement rates and
termination rates adopted after 1980 by the National Association of Insurance Commissioners, that
are approved by rule promulgated by the commissioner for use in determining the minimum
standard of valuation for such policies; for policies or contracts issued on or after January 1, 1961,
and prior to January 1, 1966, either such tables or, at the option of the company, the Class (3)
Disability Table (1926); and for policiesissued prior to January 1, 1961, the Class (3) Disability
Table (1926). Any such table shall, for active lives, be combined with a mortality table permitted
for calculating the reserves for life insurance policies.

(6) For accidental death benefitsin or supplementary to policies issued on or after January
1, 1966, the 1959 Accidental Death Benefits Table or any accidental death benefits table adopted
after 1980 by the National Association of Insurance Commissioners, that is approved by rule
promulgated by the commissioner for use in determining the minimum standard of valuation for
such policies, for policiesissued on or after January 1, 1961, and prior to January 1, 1966, either
such table or, at the option of the company, the Inter-Company Double Indemnity Mortality Table;
and for policiesissued prior to January 1, 1961, the Inter-Company Double Indemnity Mortality
Table. Either table shall be combined with a mortality table for calculating the reserves for life
insurance policies.

(7) For group life insurance, life insurance issued on the substandard basis and other
special benefits: such tables as may be approved by the commissioner.

Section 36. Section 31A-17-505 is amended to read:

31A-17-505. Computation of minimum standard for annuities.

(1) Except as provided in Section 31A-17-506, the minimum standard for the valuation
of all individual annuity and pure endowment contracts issued on or after the operative date of this
section, as defined in Subsection (2), and for al annuities and pure endowments purchased on or
after such operative date under group annuity and pure endowment contracts, shall be the
commissioner's reserve vauation methods defined in Sections 31A-17-507 and 31A-17-508 and
the following tables and interest rates:
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(@) For individual annuity and pure endowment contracts issued prior to April 2, 1980,
excluding any [¢isabitity] accident and health and accidental death benefits in such contracts: the
1971 Individual Annuity Mortality Table, or any modification of this table approved by the
commissioner, and 6% interest for single premium immediate annuity contracts, and 4% interest

for al other individual annuity and pure endowment contracts.

(b) For individual single premium immediate annuity contracts issued on or after April 2,
1980, excluding any [disabttity] accident and health and accidental death benefits in such
contracts: the 1971 Individual Annuity Mortality Table or any individual annuity mortality table,

adopted after 1980 by the National Association of Insurance Commissionersthat is approved by
rule promulgated by the commissioner for use in determining the minimum standard of valuation
for such contracts, or any modification of these tables approved by the commissioner, and 7.5%
interest.

(c) For individual annuity and pure endowment contracts issued on or after April 2, 1980,
other than single premium immediate annuity contracts, excluding any [disabtity] accident and
health and accidental death benefits in such contracts: the 1971 Individual Annuity Mortality Table
or any individual annuity mortality table adopted after 1980 by the National Association of
Insurance Commissioners, that is approved by rule promulgated by the commissioner for usein
determining the minimum standard of valuation for such contracts, or any modification of these
tables approved by the commissioner, and 5.5% interest for single premium deferred annuity and
pure endowment contracts and 4.5% interest for all other such individual annuity and pure
endowment contracts.

(d) For al annuities and pure endowments purchased prior to April 2, 1980, under group
annuity and pure endowment contracts, excluding any [efsabitity] accident and health and
accidental death benefits purchased under such contracts: the 1971 Group Annuity Mortality Table
or any modification of this table approved by the commissioner, and 6.5% interest.

(e) For al annuities and pure endowments purchased on or after April 2, 1980, under
group annuity and pure endowment contracts, excluding any [elisabitity] accident and health and
accidental death benefits purchased under such contracts: the 1971 Group Annuity Mortality Table,
or any group annuity mortality table adopted after 1980 by the National Association of Insurance

Commissioners, that is approved by rule and promulgated by the commissioner for usein
determining the minimum standard of valuation for such annuities and pure endowments, or any
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modification of these tables approved by the commissioner, and 7.5% interest.

(2) After June 1, 1973, any company may file with the commissioner a written notice of
its election to comply with the provisions of this section after a specified date before January 1,
1979, which shall be the operative date of this section for such company, provided, if a company
makes no such election, the operative date of this section for such company shall be January 1,
1979.

Section 37. Section 31A-17-507 is amended to read:

31A-17-507. Reserve valuation method -- Life insurance and endowment benefits.

(1) Except as otherwise provided in Sections 31A-17-508, 31A-17-511, and 31A-17-513,
reserves according to the commissioner's reserve valuation method, for the life insurance and
endowment benefits of policies providing for a uniform amount of insurance and requiring the
payment of uniform premiums shall be the excess, if any, of the present value, at the date of
valuation, of such future guaranteed benefits provided for by such policies, over the then present
value of any future modified net premiums therefor. The modified net premiums for any such
policy shall be such uniform percentage of the respective contract premiums for such benefits that
the present value, at the date of issue of the policy, of al such modified net premiums shall be
equal to the sum of the then present value of such benefits provided for by the policy and the
excess of Subsection (1)(a) over Subsection (1)(b), as follows:

(@) A net level annua premium equal to the present value, at the date of issue, of such
benefits provided for after the first policy year, divided by the present value, at the date of issue,
of an annuity of one per annum payable on the first and each subsequent anniversary of such policy
on which a premium falls due; provided, however, that such net level annual premium shall not
exceed the net level annual premium on the 19 year premium whole life plan for insurance of the
same amount at an age one year higher than the age at issue of such policy.

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

(2) Provided that for any life insurance policy issued on or after January 1, 1997, for which
the contract premium in the first policy year exceeds that of the second year and for which no
comparable additional benefit is provided in the first year for such excess and which provides an
endowment benefit or a cash surrender value or a combination thereof in an amount greater than
such excess premium, the reserve according to the commissioner's reserve valuation method as of
any policy anniversary occurring on or before the assumed ending date defined herein as the first
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policy anniversary on which the sum of any endowment benefit and any cash surrender value then
available is greater than such excess premium shall, except as otherwise provided in Section
31A-17-511, be the greater of the reserve as of such policy anniversary calculated as described in
Subsection (1) and the reserve as of such policy anniversary calculated as described in that
subsection, but with:

(@) the value defined in Subsection (1)(a) being reduced by 15% of the amount of such
excess first year premium[;];

(b) al present values of benefits and premiums being determined without reference to
premiums or benefits provided for by the policy after the assumed ending date][;];

(c) the policy being assumed to mature on such date as an endowment[;]; and

(d) the cash surrender value provided on such date being considered as an endowment
benefit. In making the above comparison the mortality and interest bases stated in Sections
31A-17-504 and 31A-17-506 shall be used.

(3) Reserves according to the commissioner's reserve valuation method for:

() life insurance policies providing for a varying amount of insurance or requiring the
payment of varying premiums;

(b) group annuity and pure endowment contracts purchased under aretirement plan or plan
of deferred compensation, established or maintained by an employer, including a partnership or
sole proprietorship, or by an employee organization, or by both, other than a plan providing
individual retirement accounts or individual retirement annuities under [26-5-S:€-See—408;as
armended] Section 408, Internal Revenue Code;

(c) [esabttity] accident and health and accidental death benefits in all policies and
contracts; and

(d) all other benefits, except life insurance and endowment benefits in life insurance
policies and benefits provided by all other annuity and pure endowment contracts, shall be
calculated by a method consistent with the principles of Subsections (1) and (2).

Section 38. Section 31A-17-508 is amended to read:

31A-17-508. Reserve valuation method -- Annuity and pure endowment benefits.

(1) Thissection shal apply to al annuity and pure endowment contracts other than group
annuity and pure endowment contracts purchased under aretirement plan or plan of deferred
compensation, established or maintained by an employer, including a partnership or sole



2632
2633
2634
2635
2636
2637
2638
2639
2640
2641
2642
2643
2644
2645
2646
2647
2648
2649
2650
2651
2652
2653
2654
2655
2656
2657
2658
2659
2660
2661
2662

S.B. 100 01-11-01 5:56 PM

proprietorship, or by an employee organization, or by both, other than a plan providing individual
retirement accounts or individual retirement annuities under [26-5-S:€—See—408;-as-amended]
Section 408, Internal Revenue Code.

(2) Reserves according to the commissioner's annuity reserve method for benefits under

annuity or pure endowment contracts, excluding any [etsabitity] accident and health and accidental

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

Section 39. Section 31A-17-509 is amended to read:

31A-17-509. Minimum reserves.

(1) Inno event shall acompany's aggregate reserves for al life insurance policies,
excluding [etsabitty] accident and health and accidental death benefits, issued on or after January
1, 1994, be less than the aggregate reserves calculated in accordance with the methods set forth in
Sections 31A-17-507, 31A-17-508, 31A-17-511, and 31A-17-512 and the mortality table or tables
and rate or rates of interest used in calculating nonforfeiture benefits for such policies.

(2) Inno event shall the aggregate reserves for all policies, contracts, and benefits be less
than the aggregate reserves determined by the qualified actuary to be necessary to render the
opinion required by Section 31A-17-503.

Section 40. Section 31A-17-513 is amended to read:

31A-17-513. Minimum standardsfor accident and health plans.

The commissioner shall promulgate a rule containing the minimum standards applicable
to the valuation of [disabttity] accident and health plans.

Section 41. Section 31A-17-601 is amended to read:

31A-17-601. Definitions.

Asused in this part:




2663
2664
2665
2666
2667
2668
2669
2670
2671
2672
2673
2674
2675
2676
2677
2678
2679
2680
2681
2682
2683
2684
2685
2686
2687
2688
2689
2690
2691
2692
2693

01-11-01 5:56 PM S.B. 100

(1) "Adjusted RBC report” means an RBC report that has been adjusted by the
commissioner in accordance with Subsection 31A-17-602[{4)] (5).

(2) "Corrective order" means an order issued by the commissioner specifying corrective
action that the commissioner determines is required.

(3) "Hedlth organization" means:

(a) an entity that is authorized under Chapter 7 or 8; and
(b) that is:

(i) _ahealth maintenance organization;

(ii) alimited health service organization;

(iii) adental or vision plan;

(iv) ahospital, medical, and dental indemnity or service corporation; or

(v) other managed care organization.
[€3)] (4) "Life or [etsabitity] accident and health insurer” means:
(@) aninsurance company licensed to write life insurance, disability insurance, or both; or

(b) alicensed property casualty insurer writing only disability insurance.

[t4)] (5) "Property and casualty insurer” means any insurance company licensed to write
lines of insurance other than life but does not include a monoline mortgage guaranty insurer,
financial guaranty insurer, or title insurer.

[€5)] (6) "RBC" means risk-based capital.

[€6)] (7) "RBC instructions' means the RBC report including risk-based capital
instructions adopted by the department by rule.

[A] (8) "RBC level" means an insurer's or health organization's authorized control level

RBC, company action level RBC, mandatory control level RBC, or regulatory action level RBC.

(@) "Authorized control level RBC" means the number determined under the risk-based
capital formula in accordance with the RBC instructions;

(b) "Company action level RBC" means the product of 2.0 and its authorized control level
RBC;

(c) "Mandatory control level RBC" means the product of .70 and the authorized control
level RBC; and

(d) "Regulatory action level RBC" means the product of 1.5 and its authorized control
level RBC.
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[€8)] (9) (&) "RBC plan" means a comprehensive financial plan containing the elements
specified in Subsection 31A-17-603(2). [H]

(b) Notwithstanding Subsection (9)(a), the plan is a"revised RBC plan” if:

(i) the commissioner rejects the RBC plan[;]; and [#]

(ii) the plan isrevised by the insurer or health organization, with or without the
commissioner's recommendation| “Revi

[€9)] (10) "RBC report” means the report required in Section 31A-17-602.

Section 42. Section 31A-17-602 is amended to read:

31A-17-602. RBC reports-- RBC of life and accident and health insurers-- RBC of
property and casualty insurers.

(1) Every domestic life or [elisabitity] accident and health insurer [and], every domestic
property and casualty insurer, and every domestic health organization shall:

(@) onor before March 1, prepare and submit to the commissioner areport of its RBC
levels as of the end of the calendar year just ended, in aform and containing the information as is
required by the RBC instructions; [and]

(b) fileits RBC report with the insurance commissioner in any state in which the insurer
or health organization is authorized to do business, if the insurance commissioner of that state

notifies the insurer or health organization of its request in writing, in which case the insurer or

health organization may file its RBC report not later than the later of:

(i) 15 daysfrom the receipt of notice to file its RBC report with that state; or

(i) March1]:]; and

(c) file the documents described in Subsections (1)(a) and (b) with the National
Association of Insurance Commissioners in accordance with RBC instructions.

(2) A life and [disabitity] accident and health insurer's RBC shall be determined in
accordance with the formula set forth in the RBC instructions. The formula shall take into account

and may adjust for the covariance between:

(a) therisk with respect to the insurer's assets,

(b) therisk of adverse insurance experience with respect to the insurer's liabilities and
obligations;

(c) theinterest rate risk with respect to the insurer's business; and

(d) al other business risks and other relevant risks as set forth in the RBC instructions.
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(3) A property and casualty insurer's RBC shall be determined in accordance with the
formula set forth in the RBC instructions. The formula shall take the following into account and
may adjust for the covariance between:

() asset risk;

(b) credit risk;

(c) underwriting risk; and

(d) al other business risks and the other relevant risks as set forth in the RBC instructions.

(4) A health organization's RBC shall be determined in accordance with the formula set
forth in the RBC ingtructions. The formula shall take the following into account and may adjust

for the covariance between:
(a) asset risk;
(b) credit risk;
(c) underwriting risk; and
(d) all other business risks and such other relevant risks as are set forth in the RBC

instructions.

[t%] (5) (&) If adomestic insurer files an RBC report that the commissioner determines
isinaccurate, the commissioner shall adjust the RBC report to correct the inaccuracy and shall
notify the insurer of the adjustment.

(b) The notice under Subsection [(4}] (5)(a) shall contain a statement of the reason for the
adjustment.

(6) The commissioner may make rules to assist in applying the provisions of this part to

health organizations.
Section 43. Section 31A-17-603 is amended to read:
31A-17-603. Company action level event.

(1) "Company action level event" means any of the following events:
(@) thefiling of an RBC report by an insurer or health organization that indicates that:

() theinsurer's or health organization's total adjusted capital is greater than or equa to its

regulatory action level RBC but less than its company action level RBC; or

(i1) if alife or [elisabitity] accident and health insurer, the insurer has:

(A) total adjusted capital that is greater than or equal to its company action level RBC but
less than the product of its authorized control level RBC and 2.5; and
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2756 (B) anegative trend, determined in accordance with the "trend test calculation” included
2757 inthe RBC ingtructions;
2758 (b) the notification by the commissioner to the insurer or health organization of an adjusted

2759 RBC report that indicates an event in Subsection (1)(a), provided the insurer or health organization
2760  does not challenge the adjusted RBC report under Section 31A-17-607; or

2761 (c) if, pursuant to Section 31A-17-607, an insurer or health organization challenges an
2762  adjusted RBC report that indicates the event in Subsection (1)(a), the notification by the

2763 commissioner to the insurer or health organization that after a hearing the commissioner rejects

2764  theinsurer's or health organization's challenge.

2765 (2) (& Inthe event of acompany action level event, the insurer or health organization shall

2766  prepare and submit to the commissioner an RBC plan that shall:
2767 (i) identify the conditions that contribute to the company action level event;
2768 (if) contain proposals of corrective actions that the insurer or health organization intends

2769  totake and that are expected to result in the elimination of the company action level event;
2770 (iii) provide projections of the insurer's or health organization's financial results in the

2771  current year and at least the four succeeding years, both in the absence of proposed corrective
2772  actions and giving effect to the proposed corrective actions, including projections of:

2773 (A) statutory operating income[;];

2774 (B) net incomel;];

2775 (C) capita[;and];

2776 (D) surplus; and

2777 (E) RBC levels;

2778 (iv) identify the key assumptions impacting the insurer's or health organization's

2779  projections and the sensitivity of the projections to the assumptions; and

2780 (v) identify the quality of, and problems associated with, the insurer's or health

2781  organization's business, including its assets, anticipated business growth and associated surplus
2782  dtrain, extraordinary exposure to risk, mix of business and use of reinsurance, if any, in each case.
2783 (b) For purposes of Subsection (2)(a)(iii), the projections for both new and renewa
2784  business may include separate projections for each major line of business and separately identify
2785  each significant income, expense, and benefit component.

2786 (3) The RBC plan shall be submitted:
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(@) within 45 days of the company action level event; or

(b) if theinsurer or health organization challenges an adjusted RBC report pursuant to
Section 31A-17-607, within 45 days after notification to the insurer or health organization that
after a hearing the commissioner rejects the insurer's or health organization's challenge.

(4) (&) Within 60 days after the submission by an insurer or health organization of an RBC

plan to the commissioner, the commissioner shall notify the insurer or health organization whether
the RBC plan:

(i) shall be implemented; or

(ii) isunsatisfactory.

(b) 1f the commissioner determines the RBC plan is unsatisfactory, the notification to the

insurer or health organization shall set forth the reasons for the determination, and may propose

revisions that will render the RBC plan satisfactory. Upon notification from the commissioner,
the insurer or health organization shall:

(i) prepare arevised RBC plan that incorporates any revision proposed by the
commissioner; and

(if) submit the revised RBC plan to the commissioner:

(A) within 45 days after the notification from the commissioner; or

(B) if the insurer challenges the notification from the commissioner under Section
31A-17-607, within 45 days after a notification to the insurer or health organization that after a
hearing the commissioner rejects the insurer's or health organization's challenge.

(5) Inthe event of anotification by the commissioner to an insurer or health organization

that the insurer's or health organization's RBC plan or revised RBC plan is unsatisfactory, the

commissioner may specify in the notification that the notification constitutes a regulatory action
level event subject to the insurer's or health organization's right to a hearing under Section
31A-17-607.

(6) Every domestic insurer or health organization that files an RBC plan or revised RBC
plan with the commissioner shall file a copy of the RBC plan or revised RBC plan with the

insurance commissioner in any state in which the insurer or health organization is authorized to

do businessif:
(@) the state has an RBC provision substantially similar to Subsection 31A-17-608(1); and
(b) the insurance commissioner of that state notifies the insurer or health organization of
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its request for the filing in writing, in which case the insurer or health organization shall file a copy
of the RBC plan or revised RBC plan in that state no later than the later of:

(i) 15 days after the receipt of notice to file a copy of its RBC plan or revised RBC plan
with that state; or

(i) the date on which the RBC plan or revised RBC planisfiled under Subsections (3) and

(4).

Section 44. Section 31A-17-604 is amended to read:

31A-17-604. Regulatory action level event.

(1) "Regulatory action level event” means with respect to any insurer or health
organization, any of the following events:

(@) thefiling of an RBC report by the insurer or health organization that indicates that the
insurer's or health organization's total adjusted capital is greater than or equal to its authorized

control level RBC but less than its regulatory action level RBC;

(b) the notification by the commissioner to an insurer or health organization of an adjusted
RBC report that indicates the event in Subsection (1)(a), provided the insurer or health
organization does not challenge the adjusted RBC report under Section 31A-17-607;

(c) if, pursuant to Section 31A-17-607, the insurer or health organization challenges an
adjusted RBC report that indicates the event in Subsection (1)(a), the notification by the
commissioner to the insurer or health organization that after a hearing the commissioner rejects

the insurer's or_health organization's challenge;

(d) thefailure of the insurer or health organization to file an RBC report by March 1,

unless the insurer or health organization has:

(i) provided an explanation for the failure that is satisfactory to the commissioner; and

(i) cured the failure within ten days after March 1;

(e) thefailure of the insurer or health organization to submit an RBC plan to the
commissioner within the time period set forth in Subsection 31A-17-603(3);

(f) notification by the commissioner to the insurer or health organization that:

(i) the RBC plan or revised RBC plan submitted by the insurer or health organization is
unsatisfactory; and

(i) the notification constitutes aregulatory action level event with respect to the insurer
or health organization, provided the insurer has not challenged the determination under Section
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2849  31A-17-607;
2850 (g) if, pursuant to Section 31A-17-607, the insurer or health organization challenges a
2851  determination by the commissioner under Subsection (1)(f), the notification by the commissioner

2852 totheinsurer or health organization that after a hearing the commissioner rejects the challenge;
2853 or

2854 (h) notification by the commissioner to the insurer or health organization that the insurer
2855  or hedlth organization has failed to adhere to its RBC plan or revised RBC plan, but only if:
2856 (i) thefailure has a substantial adverse effect on the ability of the insurer or health

2857  organization to eliminate the company action level event in accordance with its RBC plan or
2858 revised RBC plan; and

2859 (if) the commissioner has so stated in the notification, provided the insurer or health
2860 organization has not challenged the determination under Section 31A-17-607; or
2861 (i) if, pursuant to Section 31A-17-607, the insurer or health organization challenges a

2862  determination by the commissioner under Subsection (1)(h), the notification by the commissioner
2863 totheinsurer or health organization that after a hearing the commissioner rejects the challenge.

2864 (2) Inthe event of aregulatory action level event the commissioner shall:

2865 (a) requiretheinsurer or health organization to prepare and submit an RBC plan or, if
2866  applicable, arevised RBC plan;

2867 (b) perform any examination or analysis the commissioner considers necessary of the

2868  assets, liahilities, and operations of the insurer or health organization, including areview of its
2869 RBC plan or revised RBC plan; and
2870 (c) subsequent to the examination or analysis, issue a corrective order specifying the

2871  corrective action the commissioner determinesis required.
2872 (3) Indetermining a corrective action, the commissioner may take into account such
2873  factorsthe commissioner considers relevant with respect to the insurer or health organization based

2874  upon the commissioner's examination or analysis of the assets, liabilities, and operations of the
2875 insurer or health organization, including the results of any senstivity tests undertaken pursuant to
2876  the RBC instructions. The RBC plan or revised RBC plan shall be submitted:

2877 (a) within 45 days after the occurrence of the regulatory action level event;

2878 (b) if theinsurer or health organization challenges an adjusted RBC report pursuant to

2879  Section 31A-17-607 and the commissioner determines the challenge is not frivolous, within 45
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days after the notification to the insurer or health organization that after a hearing the

commissioner rejects the insurer's or health organization's challenge; or

(c) if theinsurer or health organization challenges a revised RBC plan pursuant to Section

31A-17-607 and the commissioner determines the challenge is not frivolous, within 45 days after
the notification to the insurer or health organization that after a hearing the commissioner regjects

the insurer's or health organization's challenge.

Section 45. Section 31A-17-605 is amended to read:

31A-17-605. Authorized control level event.

(1) "Authorized control level event" means any of the following events:

(a) thefiling of an RBC report by the insurer or health organization that indicates that the
insurer's or health organization's total adjusted capital is greater than or equal to its mandatory
control level RBC but less than its authorized control level RBC;

(b) the notification by the commissioner to the insurer or health organization of an adjusted
RBC report that indicates the event in Subsection (1)(a), provided the insurer or health
organization does not challenge the adjusted RBC report under Section 31A-17-607;

(c) if, pursuant to Section 31A-17-607, the insurer or health organization challenges an
adjusted RBC report that indicates the event in Subsection (1)(@), notification by the commissioner
to the insurer or health organization that after a hearing the commissioner rejects the insurer's or

health organization's challenge;

(d) thefailure of the insurer or health organization to respond, in a manner satisfactory to

the commissioner, to a corrective order, provided the insurer or health organization has not
challenged the corrective order under Section 31A-17-607; or
(e) if theinsurer or health organization has challenged a corrective order under Section

31A-17-607 and the commissioner after a hearing rejects the challenge or modifies the corrective
order, the failure of the insurer or health organization to respond, in a manner satisfactory to the

commissioner, to the corrective order subsequent to rejection or modification by the commissioner.

(2) (& Inthe event of an authorized control level event with respect to an insurer or health
organization, the commissioner shall:

(i) take any action required under Section 31A-17-604 regarding an insurer or health
organization with respect to which aregulatory action level event has occurred; or

(i) take any action asis necessary to cause the insurer or health organization to be placed
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under regulatory control under Section 31A-27-201 if the commissioner considersit to be in the
best interests of;

(A) the policyholders [and] or members;

(B) creditors of the insurer or health organization; and

(C) the public.

(b) Inthe event the commissioner takes an action described in Subsection (2)(a), the

authorized control level event is sufficient grounds for the commissioner to take action under
Section 31A-27-201, and the commissioner shall have the rights, powers, and duties with respect
to the insurer or health organization set forth in Section 31A-27-201.

(c) If the commissioner takes an action under Subsection (2)(a) pursuant to an adjusted

RBC report, the insurer or health organization is entitled to the protections afforded to [tasarers]

an insurer or health organization under Section 31A-27-203 pertaining to summary proceedings.
Section 46. Section 31A-17-606 is amended to read:
31A-17-606. Mandatory control level event.
(1) "Mandatory control level event”" means any of the following events:
(@) thefiling of an RBC report that indicates that the insurer's or health organization's total
adjusted capital is less than its mandatory control level RBC;

(b) notification by the commissioner to the insurer or health organization of an adjusted
RBC report that indicates the event in Subsection (1)(a), provided the insurer or health
organization does not challenge the adjusted RBC report under Section 31A-17-607; or

(c) if, pursuant to Section 31A-17-607, the insurer or health organization challenges an
adjusted RBC report that indicates the event in Subsection (1)(@), notification by the commissioner
to the insurer or health organization that after a hearing the commissioner rejects the insurer's or

health organization's challenge.

(2) (& [fH] Inthe event of a mandatory control level event with respect to [atife] an
insurer or health organization, the commissioner shall take any actions necessary to place the

insurer under regulatory control under Section 31A-27-201.

[€i}] (b) The mandatory control level event is sufficient grounds for the commissioner to
take action under Section 31A-27-201, and the commissioner shall have the rights, powers, and
duties with respect to the insurer or health organization as are set forth in Section 31A-27-201.

[€H)] (€) If the commissioner takes an action pursuant to an adjusted RBC report, the
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insurer or health organization is entitled to the protections of Section 31A-27-203 pertaining to

summary proceedings.

[€)] (d) Notwithstanding the other provisions of Subsection (2), the commissioner may
forego action for up to 90 days after the mandatory control level event if the commissioner finds
there is a reasonable expectation that the mandatory control level event may be eliminated within
the 90-day period.

Yy

Section 47. Section 31A-17-607 is amended to read:
31A-17-607. Hearings.
(1) (8 Following receipt of a notice described in Subsection (2), the insurer or health

organization shall have the right to a confidential departmental hearing at which the insurer or
health organization may challenge any determination or action by the commissioner.

(b) Theinsurer or health organization shall notify the commissioner of its request for a

hearing within five days after the notification by the commissioner under Subsections
31A-17-604(1), (2), and (3).
(c) Upon receipt of the insurer's or health organization's request for a hearing, the

commissioner shall set a date for the hearing, which date shall be no less than ten nor more than
30 days after the date of the insurer's or health organization's request.

(2) Aninsurer or health organization has the right to a hearing under Subsection (1) after:

(@) notification to an insurer or health organization by the commissioner of an adjusted




2973
2974
2975
2976
2977
2978
2979
2980
2981
2982
2983
2984
2985
2986
2987
2988
2989
2990
2991
2992
2993
2994
2995
2996
2997
2998
2999
3000
3001
3002
3003

01-11-01 5:56 PM S.B. 100

RBC report;
(b) notification to an insurer or health organization by the commissioner that:

(i) theinsurer's or health organization's RBC plan or revised RBC plan is unsatisfactory;

and
(i) the notification constitutes aregulatory action level event with respect to the insurer
or health organization;

(c) notification to any insurer or health organization by the commissioner that the insurer
or health organization has failed to adhere to its RBC plan or revised RBC plan and that the failure
has substantial adverse effect on the ability of the insurer or health organization to eliminate the

company action level event with respect to the insurer or health organization in accordance with
its RBC plan or revised RBC plan; or
(d) notification to an insurer or heath organization by the commissioner of a corrective

order with respect to the insurer or health organization.
Section 48. Section 31A-17-608 is amended to read:
31A-17-608. Confidentiality -- Prohibition on announcements -- Prohibition on use

in ratemaking.

(1) (8 The commissioner shall keep confidential to the extent that information in areport
or planis not required to be included in a publicly available annual statement schedule, any detail
in an RBC report or RBC plan including the results or report of any examination or analysis of an
insurer or health organization performed pursuant to this part, that is filed by a domestic or foreign

insurer or health organization with the commissioner or any corrective order issued by the

commissioner pursuant to examination or analysis.

(b) Information kept confidential under Subsection (1)(a) may not be made public or be
subject to subpoena, other than by the commissioner and then only for the purpose of enforcement
actions taken by the commissioner pursuant to this part or any other provision of the insurance
laws of this state.

(2) () Except as otherwise required under this part, any insurer or health organization,

agent, broker, or other person engaged in any manner in the insurance business may not publish,
disseminate, circulate or place before the public, or cause, directly or indirectly, the publishing,
disseminating, circulating or placing before the public including, in a newspaper, magazine, other
publication, anotice, circular, pamphlet, letter, or poster, or over any radio or television station,
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an advertisement, announcement, or statement containing an assertion, representation, or statement
with regard to the RBC levels of any insurer or health organization, or of any component derived
in the calculation.

(b) 1f any materially false statement with respect to the comparison regarding an insurer's

or health organization's total adjusted capital to its RBC levels, or an inappropriate comparison of

any other amount to the insurer's or health organization's RBC levels is published in any written

publication and the insurer or health organization is able to demonstrate to the commissioner with

substantial proof the falsity of the statement or the inappropriateness, the insurer or health
organization may publish an announcement in a written publication if the sole purpose of the
announcement is to rebut the materialy false statement or inappropriate comparison.

(3) The commissioner may not use an RBC instruction, report, plan, or revised plan:

(@) for ratemaking;

(b) asevidencein any rate proceeding; or

(c) to calculate or derive any element of an appropriate premium level or rate of return for
any line of insurance or coverage that an insurer or health organization or any affiliate is authorized

to write or cover.

Section 49. Section 31A-17-609 is amended to read:

31A-17-609. Alternate adjusted capital.

(1) Except as provided in Section 31A-17-602, [thsdrers] an insurer or health organization
licensed under Chapters 5, 7, 8, 9, and 14 shall maintain total adjusted capital as defined in Section
31A-1-301 in an amount equal to the greater of:

(a) 175% of the minimum required capital, or of the minimum permanent surplus in the
case of nonassessable mutuals, required by Section 31A-5-211, 31A-7-201, 31A-8-209
31A-9-209, or 31A-14-205; or

(b) the net total of:

(i) 10% of net insurance premiums earned during the year; plus

(i) 5% of the admitted value of common stocks and real estate; plus

(iii) 2% of the admitted value of all other invested assets, exclusive of cash deposits,
short-term investments, policy loans, and premium notes; less

(iv) the amount of any asset valuation reserve being maintained by the insurer or health
organization, but not to exceed the sum of Subsections (1)(b)(ii) and (iii).
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(2) Asused in Subsection (1)(b), "premiums earned” means premiums and other
consideration earned for insurance in the 12-month period ending on the date the calculation is
made.

(3) The commissioner may consider an insurer or health organization to be financially

hazardous under Subsection 31A-27-307(3), if the insurer or health organization does not have

gualified assets in an aggregate value exceeding the sum of the insurer's or health organization's
liabilities and the total adjusted capital required by Subsection (1).
(4) The commissioner shall consider an insurer or health organization to be financially

hazardous under Subsection 31A-27-307(3) if the insurer or health organization does not have

gualified assets in an aggregate value exceeding the sum of the insurer's or health organization's
liabilities and 70% of the total adjusted capital required by Subsection (1).

Section 50. Section 31A-17-610 is amended to read:

31A-17-610. Foreigninsurers.

(1) (8 Any foreigninsurer or health organization shall, upon the written request of the

commissioner, submit to the commissioner an RBC report as of the end of the most recent calendar
year by the later of:

(i) the date an RBC report would be required to be filed by a domestic insurer or health
organization under this part; or

(i) 15 days after the request is received by the foreign insurer or health organization.

(b) Any foreign insurer or health organization shall, at the written request of the

commissioner, promptly submit to the commissioner a copy of any RBC plan that is filed with the
insurance commissioner of any other state.
(2) (8 The commissioner may require aforeign insurer or health organization to file an

RBC plan with the commissioner if:

(i) thereisacompany action level event, regulatory action level event, or authorized
control level event with respect to the foreign insurer or health organization as determined under:

(A) the RBC statute applicable in the state of domicile of the insurer or health
organization; or[;]

(B) if no RBC statuteisin force in that state, under [theprovisionsof] this part; and

(i) the insurance commissioner of the state of domicile of the foreign insurer or health

organization fails to require the foreign insurer or health organization to file an RBC planin the
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manner specified under:
(A) that state's RBC statute; or[;]
(B) if no RBC statuteisin forcein that state, under Section 31A-17-603.
(b) If the commissioner requires aforeign insurer or health organization to file an RBC

plan, the failure of the foreign insurer or health organization to file the RBC plan with the

commissioner is grounds to order the insurer or health organization to cease and desist from

writing new insurance business in this state.

(3) The commissioner may make application to the Third District Court for Salt Lake
County permitted under Section 31A-27-401 with respect to the liquidation of property of aforeign
[thsarers] insurer or health organization found in this state if:

(a) amandatory control level event occurs with respect to any foreign insurer or health
organization; and

(b) no domiciliary receiver has been appointed with respect to the foreign insurer or health
organization under the rehabilitation and liquidation statute applicable in the state of domicile of
the foreign insurer or health organization.

Section 51. Section 31A-17-613 is amended to read:

31A-17-613. Effective date of notice.

A notice by the commissioner to an insurer or health organization that may result in

regulatory action under this chapter is effective the sooner of:
(1) thedate theinsurer or health organization receives the notice; or

(2) three days after mailing the notice.

Section 52. Section 31A-18-105 is amended to read:

31A-18-105. Permitted classes of investments.

The following classes of investment may be counted for the purposes specified under
Chapter 17, Part 6, Risk-Based Capital:

(1) bonds or other evidences of indebtedness of:

(a) (i) governmental unitsin the United States or Canada[;6t];

(i) instrumentalities of [these] the governmental unity;] described in Subsection (1)()(i);

or [of]
(iii) private corporations domiciled in the United Stated[;]; and
(b) including demand deposits and certificates of deposits in solvent banks and savings and



3097
3098
3099
3100
3101
3102
3103
3104
3105
3106
3107
3108
3109
3110
3111
3112
3113
3114
3115
3116
3117
3118
3119
3120
3121
3122
3123
3124
3125
3126
3127

01-11-01 5:56 PM S.B. 100

loan institutions;

(2) equipment trust obligations or certificates [which] that are adequately secured
instruments evidencing an interest in transportation equipment [whieh] that islocated wholly or
in part within the United States, with aright to receive determined portions of the rental, or to
purchase other fixed obligatory payments for the use or purchase of the transportation equipment;

(3) loans secured by:

(a) mortgages];].

(b) trust deedd]; or

(c) other statutorily authorized types of security interestsin real estate located in the United
States;

(4) loans secured by pledged securities or evidences of debt eligible for investment under
this section;

(5) preferred stocks of United States corporations,

(6) common stocks of United States corporations,

(7) real estate which is used as the home office or branch office of the insurer;

(8) real estate in the United States which produces substantial income;

(9) loans upon the security of the insurer's own policies in amounts that are adequately
secured by the policies and that do not exceed the surrender value of the policies,

(10) financial futures contracts used for hedging and not for speculation, as approved under
rules adopted by the commissioner;

(11) investmentsin foreign securities of the classes permitted under this section as required
for compliance with Section 31A-18-103;

(12) investments permitted under Subsection 31A-18-102(2); and

(13) other investments as the commissioner authorizes by rule.

Section 53. Section 31A-19a-101 is amended to read:

31A-19a-101. Title -- Scope and pur poses.

(1) Thischapter isknown as the "Utah Rate Regulation Act."

(2) (a) (i) Except as provided in Subsection (2)(a)(ii), this chapter appliesto al kinds and
lines of direct insurance written on risks or operations in this state by an insurer authorized to do
businessin this state.

(i) This chapter does not apply to:
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(A) lifeinsurance other than credit life insurance;

(B) variable and fixed annuities;

(C) health and [disabitity] accident and health insurance other than credit [eisabtity]
accident and health insurance; and

(D) reinsurance.

(b) This chapter appliesto all insurers authorized to do any line of business, except those
specified in Subsection (2)(a)(ii).

(3) Itisthe purpose of this chapter to:

(@) 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
systems;

(e) authorize cooperative action among insurers in the rate-making process, and regulate
that cooperation to prevent practices that bring about a monopoly or lessen or destroy competition;

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

(9) 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.

(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 54. Section 31A-21-103 is amended to read:

31A-21-103. Capacity to contract.

Any person 16 years of age or older who is otherwise competent to contract under Utah
law, and who is not subject to any legal disability, may contract for insurance. If thereisa
conservator appointed under Title 75, the conservator, rather than the person whose property is
subject to the conservatorship, may contract for insurance to protect the property under
conservatorship. In the case of a conservatorship over the person or property of a person under 16
years of age, the conservator may invest funds of the estate in life or [effsabtity] accident and
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health insurance or annuity contracts, but only with the approval of the court having jurisdiction
over the conservatorship.

Section 55. Section 31A-21-104 is amended to read:

31A-21-104. Insurableinterest and consent.

(1) (& Aninsurer may not knowingly provide insurance to a person who does not have or
expect to have an insurable interest in the subject of the insurance.

(b) A person may not knowingly procure, directly, by assignment, or otherwise, an interest
in the proceeds of an insurance policy unless he has or expects to have an insurable interest in the
subject of the insurance.

(c) Except as provided in Subsections (6), (7), and (8), any insurance provided in violation
of this subsection is subject to Subsection (5).

(2) Asused in this chapter:

(@) "Insurableinterest” in a person means, for persons closely related by blood or by law,
a substantial interest engendered by love and affection, or in the case of other persons, alawful and
substantial interest in having the life, health, and bodily safety of the person insured continue.
Policyholders in group insurance contracts need no insurable interest if certificate holders or
persons other than group policyholders who are specified by the certificate holders are the
recipients of the proceeds of the policies. Each person has an unlimited insurable interest in his
own life and health. A shareholder or partner has an insurable interest in the life of other
shareholders or partners for purposes of insurance contracts that are an integral part of a legitimate
buy-sell agreement respecting shares or a partnership interest in the business.

(b) "Insurable interest" in property or liability means any lawful and substantial economic
interest in the nonoccurrence of the event insured against.

(c) "Viatical settlement” means a written contract entered into by a person who is the
policyholder of alife insurance policy insuring the life of aterminaly ill person, under which the
insured assigns, transfers ownership, irrevocably designates a specific person or otherwise
alienates all control and right in the insurance policy to another person, when the proceeds of the
contract is paid to the policyholder of the insurance policy or the policyholder's designee prior to
the death of the subject.

(3) Except as provided in Subsection (4), an insurer may not knowingly issue an individual
life or [elisabitity] accident and health insurance policy to a person other than the one whose life
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or hedlthisat risk unless that person, who is 18 years of age or older and not under guardianship
under Title 75, Chapter 5, Protection of Persons Under Disability and Their Property, has given
written consent to the issuance of the policy. The person shall express consent either by signing
an application for the insurance with knowledge of the nature of the document, or in any other
reasonable way. Any insurance provided in violation of this subsection is subject to Subsection (5).

(4) (@) A lifeor [eisabitity] accident and health insurance policy may be taken out without
consent in the following cases:

(i) A person may obtain insurance on a dependent who does not have legal capacity.

(i) A creditor may, at the creditor's expense, obtain insurance on the debtor in an amount
reasonably related to the amount of the debt.

(iii) A person may obtain life and [€lisabitity] accident and health insurance on immediate

family members living with or dependent on the person.
(iv) A person may obtain [a¢lisabitity] an accident and health insurance policy on others

that would merely indemnify the policyholder against expenses he would be legally or morally
obligated to pay.

(v) The commissioner may adopt rules permitting issuance of insurance for a limited term
on the life or health of a person serving outside the continental United States who isin the public
service of the United States, if the policyholder is related within the second degree by blood or by
marriage to the person whose life or health is insured.

(b) Consent may be given by another in the following cases:

(i) A parent, a person having legal custody of aminor, or a guardian of the person under
Title 75, Chapter 5, Protection of Persons Under Disability and Their Property, may consent to the
issuance of a policy on a dependent child or on a person under guardianship under Title 75,
Chapter 5, Protection of Persons Under Disability and Their Property.

(if) A grandparent may consent to the issuance of life or [€lisabitity] accident and health

insurance on a grandchild.
(iii) A court of general jurisdiction may give consent to the issuance of alife or [disabiity]
accident and health insurance policy on an ex parte application showing facts the court considers

sufficient to justify the issuance of that insurance.
(5 Aninsurance policy is not invalid because the policyholder lacks insurable interest or
because consent has not been given, but a court with appropriate jurisdiction may order the
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proceeds to be paid to some person who is equitably entitled to them, other than the one to whom
the policy is designated to be payable, or it may create a constructive trust in the proceeds or a part
of them on behalf of such a person, subject to all the valid terms and conditions of the policy other
than those relating to insurable interest or consent.

(6) This section does not prevent any organization described under 26 U.S.C. Sec.
501(c)(3), (e), or (f), as amended, and the regulations made under this section, and which is
regulated under Title 13, Chapter 22, Charitable Solicitations Act, from soliciting and procuring,
by assignment or designation as beneficiary, a gift or assignment of an interest in life insurance on
the life of the donor or assignor or from enforcing payment of proceeds from that interest.

(7) Thissection does not prevent:

(@) any policyholder of life insurance, whether or not the policyholder is aso the subject
of the insurance, from entering into a viatical settlement;

(b) any person from soliciting a person to enter into a viatical settlement; or

(c) aperson from enforcing payment of proceeds from the interest obtained under a viatical
Settlement.

(8) Notwithstanding Subsection (1), an insurer authorized under thistitle to issue a
workers compensation policy may issue aworkers compensation policy to a sole proprietorship,
corporation, or partnership that elects not to include any owner, corporate officer, or partner as an
employee under the policy even if at the time the policy isissued the sole proprietorship,
corporation, or partnership has no employees.

Section 56. Section 31A-21-201 is amended to read:

31A-21-201. Filing and approval of forms.

(1) (8 A form subject to Subsection 31A-21-101(1), except as exempted under
Subsections 31A-21-101(2) through (6), may not be used, sold, or offered for sale unlessit has
been filed with the commissioner.

(b) A formisconsidered filed with the commissioner when the commissioner receives.

(i) theform;

(i) the applicable filing fee as prescribed under Section 31A-3-103; and

(iii) the applicable transmittal forms as required by the commissioner.

(2) Infiling aform for useinthis state the insurer is responsible for assuring that the form
isin compliance with thistitle and rules adopted by the commissioner.
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3252 (3) (&) The commissioner may [¢elisapprove] prohibit the use of aform at any time upon
3253  afinding that:

3254 @) itis:

3255 (A) inequitable;

3256 (B) unfairly discriminatory;

3257 (C) mideading;

3258 (D) deceptive;

3259 (E) obscure;

3260 (F) unfair;

3261 (G) encourages misrepresentation; or

3262 (H) not in the public interest;

3263 (i1) it provides benefits or contains other provisions that endanger the solidity of the
3264  insurer;

3265 (iii) inthe case of the basic policy and the application for a basic policy, it fails to
3266  conspicuoudy, as defined by rule, provide:

3267 (A) the exact name of the insurer [and)];

3268 (B) its state of domicile; and

3269 (C) the address of its administrative office.

3270 (iv) it violates a statute or arule adopted by the commissioner; or

3271 (v) itisotherwise contrary to law.

3272 (b) Subsection (3)(a)(iii) does not apply to riders and endorsements to a basic policy.
3273 () (i) Whenever the commissioner [elisapproves] prohibits the use of a form under

3274  Subsection (3)(a), the commissioner may order that, on or before a date not less than 15 days after
3275 the order, the use of the form be discontinued.

3276 (if) Once aform has been [eisapproved] prohibited, it may not be used unless appropriate
3277  changes are filed with and [approved] reviewed by the commissioner.
3278 (i) Whenever the commissioner [eisapproves| prohibits the use a form under Subsection

3279  (3)(a), the commissioner may require the insurer to disclose contract deficiencies to existing
3280 policyholders.

3281 (d) The commissioner's [disapproval] prohibition under this Subsection (3) shall:
3282 (i) beinwriting [and-constitdtes];
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(ii) congtitute an order[—Fhe-ordershalt]; and

(iii) state the reasons for [dtsapproval] the prohibition.

(4) (8 If, after ahearing, the commissioner determines that it isin the public interest, the
commissioner may require by rule or order that certain forms be subject to the commissioner's
approval prior to their use.

(b) Therule or order described in Subsection (4)(a) shall prescribe the filing procedures
for the formsif different than stated in this section.

(c) Thetypes of formsthat may be addressed under Subsection (4)(a) include:

(i) formsfor aparticular class of insurance;

(i) formsfor a specific line of insurance;

(iii) a specific type of form; or

(iv) formsfor a specific market segment.

Section 57. Section 31A-21-301 is amended to read:

31A-21-301. Clausesrequired to bein a prominent position.

(1) The following portions of insurance policies shall appear conspicuoudly in the policy:

(a) [thename-and-state-of domtette-of thethsurer] as required by Subsection 31A-21-201
@(i[]:

(i) _the exact name of the insurer;

(ii) the state of domicile of the insurer; and

(iii) the address of the administrative office of the insurer;

(b) information that two or more insurers under Subsection (1)(@) undertake only severd
liability, as required by Section 31A-21-306;

(c) if apolicy is assessable, a statement of that;

(d) astatement that benefits are variable, as required by Subsection 31A-22-411(1);
however, the methods of calculation need not be in a prominent position;

(e) theright to return alife or [dtsabttity] accident and health insurance policy under
Sections 31A-22-423 and 31A-22-606; and

(f) the beginning and ending dates of insurance protection.

(2) Each clause listed in Subsection (1) shall be displayed conspicuously and separately
from any other clause.
Section 58. Section 31A-21-303 is amended to read:
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31A-21-303. Termination of insurance policies by insurers.

(1) (8 Except as otherwise provided in this section, in other statutes, or by rule under
Subsection (1)(c), this section applies to all policies of insurance other than life and [€elisabitity]
accident and health insurance and annuities, if the policies of insurance are issued on forms that

are subject to filing and approval under Subsection 31A-21-201(1).

(b) A policy may provide terms more favorable to insureds than this section requires.

() The commissioner may by rule totally or partially exempt from this section classes of
insurance policies in which the insureds do not need protection against arbitrary or unannounced
termination.

(d) Therights provided by this section are in addition to and do not prejudice any other
rights the insureds may have at common law or under other statutes.

(2) (4) Asused in this Subsection (2), "grounds' means.

(i) material misrepresentation;

(i) substantial change in the risk assumed, unless the insurer should reasonably have
foreseen the change or contemplated the risk when entering into the contract;

(iii) substantial breaches of contractual duties, conditions, or warranties,

(iv) attainment of the age specified as the terminal age for coverage, in which case the
insurer may cancel by notice under Subsection (2)(c), accompanied by atender of proportiona
return of premium; or

(v) inthe case of automobile insurance, revocation or suspension of the driver's license of
the named insured or any other person who customarily drives the car.

(b) () Except as provided in Subsection (2)(e) or unless the conditions of Subsection
(2)(b)(ii) are met, an insurance policy may not be canceled by the insurer before the earlier of:

(A) the expiration of the agreed term; or

(B) one year from the effective date of the policy or renewal.

(i) Notwithstanding Subsection (2)(b)(i), an insurance policy may be canceled by the
insurer for:

(A) nonpayment of a premium when due; or

(B) on grounds defined in Subsection (2)(a).

(c) (i) The cancellation provided by Subsection (2)(b), except cancellation for nonpayment
of premium, is effective no sooner than 30 days after the delivery or first-class mailing of awritten
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notice to the policyholder.

(if) Cancellation for nonpayment of premium is effective no sooner than ten days after
delivery or first class mailing of awritten notice to the policyholder.

(d) (i) Notice of cancellation for nonpayment of premium shall include a statement of the
reason for cancellation.

(i) Subsection (6) appliesto the notice required for grounds of cancellation other than
nonpayment of premium.

(e) (i) Subsections (2)(a) through (d) do not apply to any insurance contract that has not
been previously renewed if the contract has been in effect less than 60 days when the written notice
of cancellation is mailed or delivered.

(if) A cancellation under this Subsection (2)(e) may not be effective until at least ten days
after the delivery to the insured of a written notice of cancellation.

(iii) 1f the notice required by this Subsection (2)(e) is sent by first-class mail, postage
prepaid, to the insured at the insured's last-known address, delivery is considered accomplished
after the passing, since the mailing date, of the mailing time specified in the Utah Rules of Civil
Procedure.

(iv) A policy cancellation subject to this Subsection (2)(e) is not subject to the procedures
described in Subsection (6).

(3) A policy may be issued for aterm longer than one year or for an indefinite term if the
policy includes a clause providing for cancellation by the insurer by giving notice as provided in
Subsection (4)(b)(i) 30 days prior to any anniversary date.

(4) (8) Subject to Subsections (2), (3), and (4)(b), a policyholder has aright to have the
policy renewed:

(i) on the termsthen being applied by the insurer to similar risks; and

(i) (A) for an additional period of time equivalent to the expiring term if the agreed term
isone year or less; or

(B) for oneyear if the agreed termis longer than one year.

(b) Except as provided in Subsection (4)(c), the right to renewal under Subsection (4)(a)
is extinguished if:

(i) at least 30 days prior to the policy expiration or anniversary date a notice of intention
not to renew the policy beyond the agreed expiration or anniversary date is delivered or sent by



3376
3377
3378
3379
3380
3381
3382
3383
3384
3385
3386
3387
3388
3389
3390
3391
3392
3393
3394
3395
3396
3397
3398
3399
3400
3401
3402
3403
3404
3405
3406

S.B. 100 01-11-01 5:56 PM

first-class mail by the insurer to the policyholder at the policyholder's last-known address;

(if) not more than 45 nor less than 14 days prior to the due date of the renewa premium,
the insurer delivers or sends by first-class mail a notice to the policyholder at the policyholder's
last-known address, clearly stating:

(A) therenewal premium;

(B) how it may be paid; and

(C) that failure to pay the renewal premium by the due date extinguishes the policyholder's
right to renewal;

(iii) the policyholder has:

(A) accepted replacement coverage; or

(B) requested or agreed to nonrenewal; or

(iv) the policy is expressly designated as nonrenewable.

(c) Unless the conditions of Subsection (4)(b)(iii) or (iv) apply, an insurer may not fail to
renew an insurance policy as aresult of atelephone cal or other inquiry that:

(i) referencesapolicy coverage; and

(if) doesnot result in aclaim being filed or paid.

(5) (@) (i) Subject to Subsection (5)(b), if the insurer offers or purports to renew the policy,
but on less favorable terms or at higher rates, the new terms or rates take effect on the renewal date
if the insurer delivered or sent by first-class mail to the policyholder notice of the new terms or
rates at least 30 days prior to the expiration date of the prior policy.

(i) If theinsurer did not give the prior notification described in Subsection (5)(a)(i) to the
policyholder the new terms or rates do not take effect until 30 days after the notice is delivered or
sent by first-class mail, in which case the policyholder may elect to cancel the renewal policy at
any time during the 30-day period.

(iii) Return premiums or additional premium charges shall be calculated proportionately
on the basis that the old rates apply.

(b) Subsection (5)(a@) does not apply if the only change in terms that is adverse to the
policyholder is:

(i) arateincrease generally applicable to the class of business to which the policy belongs;

(i) arateincrease resulting from a classification change based on the altered nature or
extent of the risk insured against; or
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3407 (iii) apolicy form change made to make the form consistent with Utah law.

3408 (6) (8 If anotice of cancellation or nonrenewal under Subsection (2)(c) does not state with
3409 reasonable precision the facts on which the insurer's decision is based, the insurer shall send by
3410 first-class mail or deliver that information within ten working days after receipt of a written request
3411 by the policyholder.

3412 (b) A notice under Subsection (2)(c) is not effective unless it contains information about
3413  the policyholder's right to make the request.

3414 (7) If arisk-sharing plan under Section 31A-2-214 exists for the kind of coverage provided
3415 by the insurance being cancelled or nonrenewed, a notice of cancellation or nonrenewal required
3416  under Subsection (2)(c) or (4)(b)(i) may not be effective unlessit contains instructions to the

3417  policyholder for applying for insurance through the available risk-sharing plan.

3418 (8) Thereisno liability on the part of, and no cause of action against, any insurer, its

3419 authorized representatives, agents, employees, or any other person furnishing to the insurer

3420 information relating to the reasons for cancellation or nonrenewal or for any statement made or
3421  information given by them in complying or enabling the insurer to comply with this section unless
3422  actua maliceis proved by clear and convincing evidence.

3423 (9) This section does not alter any common law right of contract rescission for material
3424  misrepresentation.

3425 Section 59. Section 31A-21-307 is amended to read:
3426 31A-21-307. Other insurance.
3427 (1) When two or more policies promise to indemnify an insured against the same loss

3428  without intending cumulative coverage, no "other insurance” provisions of the policies may reduce
3429 the aggregate protection of the insured below the lesser of the actual insured loss suffered by the
3430 insured and the maximum indemnification promised by any policy without regard to any "other
3431  insurance" provision.

3432 (2) Subject to Subsection (1), the policies may by their terms define the extent to which
3433 eachinsurance is primary and each is excess, but if the "other insurance" terms of the policies are
3434  inconsistent, thereisjoint and several liability to the insured on any coverage which overlaps and
3435  which hasinconsistent terms. Subsequent settlement among the insurers does not alter any rights
3436  of theinsured. The commissioner may adopt rules consistent with this section concerning "other
3437  insurance."
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(3) Thissection does not apply to [disabiity] accident and health insurance policies. Refer
to Section 31A-22-619 for the coordination of [disabiity] accident and health benefits.

Section 60. Section 31A-21-401 is amended to read:

31A-21-401. Scope and construction of part.

This part applies to all mass marketed life or [elisabitity] accident and health insurance,
notwithstanding Subsection 31A-1-103(3)[th)]. This part may not be construed to limit the
application of other provisions of thistitle to insurers effecting mass marketed life or [dtsabttity]

accident and health insurance policies on personsin this state.

Section 61. Section 31A-21-402 is amended to read:

31A-21-402. Definitions.

Asused in this part:

(1) "Direct response solicitation” means any offer by an insurer to personsin this state,
either directly or through athird party, to effect life or [disabiity] accident and health insurance
coverage which enables the individual to apply or enroll for the insurance on the basis of the offer.

Direct response solicitation does not include solicitations for insurance through an employee
benefit plan exempt from state regulation under preemptive federal law, nor does it include
solicitations through the individual's creditor with respect to credit life or credit [disabttity]
accident and health insurance.

(2) "Mass marketed life or [elisabitity] accident and health insurance” means the insurance
under any individual, franchise, group, or blanket policy of life or [eisabitity] accident and health

insurance which is offered by means of direct response solicitation through a sponsoring
organization or through the mails or other mass communications media and under which the
person insured pays all or substantially all of the cost of his insurance.

Section 62. Section 31A-21-403 is amended to read:

31A-21-403. Ordersterminating effectiveness of policies.

Upon the commissioner's order, no mass marketed life or [disabitity] accident and health

insurance issued by an insurer may continue to be effected on personsin this state. The
commissioner may issue an order under this section only if he finds, after a hearing, that the total
charges for the insurance to the persons insured are unreasonable in relation to the benefits
provided. The commissioner's findings under this section must be in writing. Orders under this
section may direct the insurer to cease effecting the insurance until the total charges for the
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insurance are found by the commissioner to be reasonable in relation to the benefits provided.
Section 63. Section 31A-21-404 is amended to read:
31A-21-404. Out-of-stateinsurers.
Any insurer extending mass marketed life or [elisabitity] accident and health insurance

under a group or blanket policy issued outside of this state to residents of this state shall, with
respect to the mass marketed life or [disabitity] accident and health insurance policy:

(1) comply with Sections 31A-23-302 and 31A-23-303 and Part |11 of Chapter 26; and

(2) upon the commissioner's request, deliver to the commissioner a copy of any mass
marketed life or [disabitity] accident and health insurance policy, certificates issued under these
policies, and advertising material used in this state in connection with the policy.

Section 64. Section 31A-21-501 is amended to read:

31A-21-501. Definitions.

For purposes of this part:

(1) "Applicant" means:

(a) inthe case of anindividua life or [elisabitity] accident and health policy, the person
who seeks to contract for insurance benefits; or

(b) inthe case of agroup life or [efsabitity] accident and health policy, the proposed
certificate holder.

(2) "Cohabitant" means an emancipated individual pursuant to Section 15-2-1 or an

individual who is 16 years of age or older who:

() isor was a spouse of the other party;

(b) isor wasliving asif a spouse of the other party;

(c) isrelated by blood or marriage to the other party;

(d) has one or more children in common with the other party; or

(e) resides or hasresided in the same residence as the other party.

(3) "Child abuse" means the commission or attempt to commit against a child a criminal
offense described in:

(@) Title 76, Chapter 5, Part 1, Assault and Related Offenses;

(b) Title 76, Chapter 5, Part 4, Sexual Offenses,

(c) Subsections 76-9-702(1) through (4), Lewdness- Sexual battery; or

(d) Section 76-9-702.5, Lewdness Involving a Child.
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(4) "Domestic violence" means any criminal offense involving violence or physical harm
or threat of violence or physical harm, or any attempt, conspiracy, or solicitation to commit a
criminal offense involving violence or physical harm, when committed by one cohabitant against
another and includes commission or attempt to commit, any of the following offenses by one
cohabitant against another:

(@) aggravated assault, as described in Section 76-5-103;

(b) assault, as described in Section 76-5-102;

(c) criminal homicide, as described in Section 76-5-201;

(d) harassment, as described in Section 76-5-106;

(e) telephone harassment, as described in Section 76-9-201,

(f) kidnaping, child kidnaping, or aggravated kidnaping, as described in Sections 76-5-301,
76-5-301.1, and 76-5-302;

(g) mayhem, as described in Section 76-5-105;

(h) sexual offenses, as described in Title 76, Chapter 5, Part 4, and Title 76, Chapter 5a;

(i) stalking, as described in Section 76-5-106.5;

() unlawful detention, as described in Section 76-5-304;

(k) violation of a protective order or ex parte protective order, as described in Section
76-5-108;

(I) any offense against property described in Title 76, Chapter 6, Part 1, 2, or 3;

(m) possession of a deadly weapon with intent to assault, as described in Section
76-10-507; or

(n) discharge of afirearm from avehicle, near a highway, or in the direction of any person,
building, or vehicle, as described in Section 76-10-508.

(5) "Subject of domestic abuse" means an individual who is, has been, may currently be,
or may have been subject to domestic violence or child abuse.

Section 65. Section 31A-21-502 is amended to read:

31A-21-502. Scope of part.

This part applies to only life and [disabitity] accident and health insurance.

Section 66. Section 31A-21-503 is amended to read:

31A-21-503. Discrimination based on domestic violence or child abuse prohibited.

(1) Except as provided in Subsection (2), an insurer of life or [efsabtity] accident and
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health insurance may not consider whether an insured or applicant is the subject of domestic abuse
as afactor to:

(a) refuseto insure the applicant;

(b) refuseto continue to insure the insured;

(c) refuseto renew or reissue a policy to insure the insured or applicant;

(d) limit the amount, extent, or kind of coverage available to the insured or applicant;

(e) charge adifferent rate for coverage to the insured or applicant;

(f) exclude or limit benefits or coverage under an insurance policy or contract for losses
incurred;

(9) deny aclaim; or

(h) terminate coverage or fail to provide conversion privileges in violation of Sections
31A-22-612 and 31A-22-710 under a group [disabitity] accident and health policy for the insured
because the coverage was issued in the name of the perpetrator of the domestic violence or abuse.

(2) (8 Notwithstanding Subsection (1), an insurer may underwrite based on the physical
or mental condition of an insured or applicant if the underwriting is based on a determination that
there is a correlation between the medical or mental condition and a material increase in insurance
risk.

(b) For purposes of Subsection (2)(a), the fact that an insured or applicant is a subject of
domestic abuse is not a mental or physical condition.

(c) The determination required by Subsection (2)(a) shall be made in conformance with
sound actuarial principles.

(d) Within 30 days after receiving an ora or written request from an insured or applicant,
an insurer shall disclose in writing:

(i) the basis of an action permitted under Subsection (2)(a); and

(i1) if the policy has been issued or modified, the extent the action taken will impact the
amount, extent, or kind of coverage or benefits available to the insured.

Section 67. Section 31A-21-505 is amended to read:

31A-21-505. Limit on liability.

Aninsurer that issues alife or [elisabitity] accident and health insurance policy to an

individual who is the subject of domestic abuse is not liable civilly or criminally for the death of
or any injuries to the insured as a result of domestic violence or child abuse beyond the obligations
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of the insurer under:

(1) theinsurance policy; or

(2) thistitle.

Section 68. Section 31A-22-403 is amended to read:

31A-22-403. Incontestability.

(1) Thissection does not apply to group policies.

(2) Each lifeinsurance policy is, and shall state that, after it has been in force during the
lifetime of the insured for a period of two years from its date of issue, it isincontestable except for
the following:

(@) The policy may be contested for nonpayment of premiums.

(b) The policy may be contested as to:

(i) provisionsrelating to [efsabtity] accident and health benefits allowed under Section
31A-22-609[;]; and [aste]

(ii) additional benefits in the event of death by accident [er-accidenta-rmeans).

(c) If the policy alows the insured, after the policy's issuance and for an additional

premium, to obtain a death benefit which islarger than when the policy was originally issued, then
the payment of the additional increment of benefit is contestable until two years after the
incremental increase of benefits, but the only ground of contest that may arise is in connection with
the incremental increase.

(3) A reinstated life insurance policy or annuity contract may be contested for two years
following reinstatement on the same basis as at original issuance, but only as to matters arising in
connection with the reinstatement. Any grounds for contest available at original issuance continue
to be available for contest until the policy has been in force for atotal of two years during the
lifetime of the insured.

(4) Thelimitations on incontestability under this section preclude only a contest of the
validity of the policy, and do not preclude the good faith assertion at any time of defenses based
upon provisions in the policy which exclude or qualify coverage, whether or not those
qualifications or exclusions are specificaly excepted in the policy's incontestability clause.
Provisions on which the contestable period would normally run may not be reformulated as
coverage exclusions or restrictions to take advantage of this Subsection (4).

Section 69. Section 31A-22-404 is amended to read:
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31A-22-404. Suicide.

(1) (@) Suicideisnot adefense to aclaim under alife insurance policy that has beenin
force asto a policyholder or certificate holder for two years from the date [the-coveragets
effective] of issuance of the policy, whether:

(i) the suicide was voluntary or involuntary; or

(i) theinsured was sane or insane.

(b) If asuicide occurs within the two-year period described in Subsection (1)(a), the
insurer shall pay to the beneficiary an amount not less than the premium paid for the life insurance
policy.

(2) (8) If after alife insurance policy isin effect the policy allows the insured to obtain a
death benefit that islarger than when the policy was originally effective for an additional premium,
the payment of the additional increment of benefit may be limited in the event of a suicide within
atwo-year period beginning on the date the increment increase takes effect.

(b) If asuicide occurs within the two-year period described in Subsection (2)(a), the
insurer shall pay to the beneficiary an amount not less than the additional premium paid for the
additional increment of benefit.

(3) This section does not apply to:

(@) policiesinsuring against death by accident only; or

(b) the accident or double indemnity provisions of an insurance policy.

Section 70. Section 31A-22-415 is amended to read:

31A-22-415. Simultaneous death.

Section 75-2-702 applies to all policies of life and [efsabHity] accident and health
insurance.

Section 71. Section 31A-22-423 is amended to read:

31A-22-423. Policy and annuity examination period.

(1) (8) Except as provided under Subsection (2), al life insurance policies and annuities
shall contain a notice prominently printed on or attached to the cover or front page stating that the
policyholder has the right to return the policy for any reason on or before:

(i) tendays after delivery; or

(i) in case of areplacement policy, 20 days after the replacement policy is delivered.

(b) For purposes of this section, "return” means a written statement on the policy or an
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accompanying writing that the policy is being returned for termination of coverage that is delivered
to or mailed first classto the insurer or its agent.

(c) A policy returned under this section is void from the date of [retdrf] issuance.

(d) A policyholder returning a policy is entitled to arefund of any premium paid[;exeept

(2) This section does not apply to:

(@) group policies; and

(b) other classes of life insurance policies that the commissioner specifies by rule after
finding that aright to return those policies would be impracticable or unnecessary to protect the
policyholder's interests.

Section 72. Section 31A-22-424 is enacted to read:

31A-22-424. Documents constituting entire life insurance policy.

(1) A life insurance policy shall contain a provision that defines the documents and

agreements that constitute the entire contract between the parties.

(2) Except as permitted by Section 31A-21-106, all documents and agreements defined
under Subsection (1) shall be attached to the policy.

Section 73. Section 31A-22-510 is amended to read:

31A-22-510. Requirementsfor group life insurance delivered in another jurisdiction.

(1) [Ne] A Utahresident may not be enrolled in a policy of group life insurance delivered
in another jurisdiction in violation of Subsection (2) or (3), notwithstanding any contrary provision
in Subsection 31A-1-103(3) [{hy].

(2) Unless specifically authorized by the commissioner under Section 31A-22-509,
coverage under a group life insurance policy delivered in another jurisdiction may not be initialy
provided to any person unless the policy conforms substantially to one of the types of groups
specified under Sections 31A-22-502 through 31A-22-508.

(3) [Nocoverage] Coverage may not be initially provided to any person in Utah under a
group life policy issued in another jurisdiction by an insurer not authorized to engage in life
insurance business in Utah unless the policyholder conforms substantially to the type of group
specified under Section 31A-22-502, 31A-22-503, or 31A-22-504.

Section 74. Section 31A-22-517 is amended to read:
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31A-22-517. Conversion on termination of eligibility.

(1) If any portion of the insurance on a person covered under the policy ceases because of
termination of employment or of membership in the classes eligible for coverage, the person is
entitled to be issued by the insurer, without evidence of insurability, an individual policy of life
insurance without [disabtity]| accident and health or other supplementary benefits, if an application

for the individual policy is made and the first premium paid to the insurer within 31 days after the
termination.

(2) Theindividua policy shall, at the option of the person entitled, be on any form then
customarily issued by the insurer at the age and for the amount applied for, except that the group
policy may exclude the option to elect term insurance.

(3) Theindividual policy shal be for an amount not in excess of the life insurance which
ceases because of the termination, less the amount of any life insurance for which the person is
eligible because of the termination and within 30 days after it. Any amount of insurance which
matures on or before the termination, as an endowment payable to the person insured, whether in
one sum, in installments, or in the form of an annuity, is not included in the amount which is
considered to cease because of the termination.

(4) The premium on the individual policy shall be at the insurer's customary rate at the
time of termination, which is applicable to the form and amount of the individua policy, to the
class of risk to which the person belonged when terminated from the group policy, and to the age
attained on the effective date of the individual policy.

(5) Subject to the conditions of this section, the conversion privilege is available:

(a) to asurviving dependent, if any, at the death of the employee or member, with respect
to the survivor's coverage under the group policy which terminates by reason of the death; and

(b) to the dependent of the employee or member upon termination of coverage of the
dependent, while the employee or member remains insured, because the dependent ceases to be
aqualified dependent under the group policy.

Section 75. Section 31A-22-518 is amended to read:

31A-22-518. Conversion on termination of policy.

[+f] (1) Subject to Subsection (2), if the group policy terminates or is amended to terminate

the insurance of any class of covered persons, every insured person whose insurance terminates,
including the insured dependent of a covered person who has been insured for at least five years
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prior to the termination date, is entitled to have the insurer issue to [kifm] the person an individual
policy of life insurance, subject to the conditions and limitations in Section 31A-22-517[;-except
that-the].

(2) The group policy [may] described in Subsection (1) shall provide [etther] that[+%)-
Fhe] the amount of the individual policy may not [exeeed] be less than the smaller of:

(a) the amount of the person's life insurance protection ceasing because of the termination

or amendment of the group policy, less the amount of any life insurance for which [ke] the person
is eligible under any group policy issued or reinstated by the same or another insurer within 30
days after the termination- he-amotnt-of theindividua-potiey-may not-exeeed)]_or

(b) $10,000.

Section 76. Section 31A-22-520 is amended to read:

31A-22-520. Continuation of coverage during total disability.

(1) Aninsured person in agroup life insurance policy may continue coverage during the
total disability of the insured person or dependent by timely payment to the policyholder of that
portion, if any, of the premium that would have been required on behalf of the insured personin
the absence of total disahility.

(2) The continuation shall be on a premium paying basis until the earlier of:

(@) six months from the date of total disability;

(b) approval by the insurer of continuation of the coverage under any disability provision
the group insurance policy may contain; or

(c) the discontinuance of the group insurance policy.

(3) If the group policy has a waiting period for [atlsabiity] an accident and health benefit,
the continuation extends to the end of the waiting period, even if the group policy is otherwise

discontinued.
Section 77. Section 31A-22-522 is enacted to read:
31A-22-522. Required provision for notice of ter mination.
(1) A policy for group or blanket life insurance coverage issued or renewed after July 1,

2001, shall include a provision that obligates the policyholder to notify each employee or group

member:
(a)_in writing;
(b) 30 days before the date the coverage is terminated; and
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(c) (i) that the group or blanket life insurance coverage is being terminated; and

(ii) _the rights the employee or group member has to continue coverage upon termination.

(2) For apolicy for group or blanket life insurance coverage described in Subsection (1),

an insurer shall:

(8) include a statement of a policyholder's obligations under Subsection (1) in the insurer's

monthly notice to the policyholder of premium payments due; and

(b) provide a sample notice to the policyholder at least once a year.

Section 78. Section 31A-22-600 is amended to read:

31A-22-600. Scope of Part VI.

(1) [Fhis] Except where a provision's appreciation is otherwise specificaly limited, this

part applies to all [disabitity]:
(a) accident and health insurance contracts, including credit [eftsabitity;] accident and

health;
(b) franchise];and];
() group contracty
timitect]; and
(d) alife insurance and annuity policy, but only if:

(i) it includes supplemental benefits and riders including accelerated benefits; and

(ii) receipt of benefits in contingent on morbidity requirements.

(2) Nothing in this part appliesto or affects:
(@) workers compensation insurance;
(b) reinsurance; or

[e—anntittteso

(c) accident and health insurance when it is part of or supplemental to liability, steam

boiler, elevator, automobile, or other insurance covering loss of or damage to property, provided
the loss, damage, or expense arises out of a hazard directly related to the other insurance.
(3) Except as provided in Subsection (1), this part does not apply to or affect alife
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insurance or annuity policy including a life insurance policy:
(a) with arider or supplementa benefit that accelerates the death benefit contingent upon
amortality risk specifically for one or more of the qualifying events of:

() terminal illness;

(i) medical conditions requiring extraordinary medical intervention; or

(iii) permanent institutional confinement; and

(b) that provides the option of alump-sum payment for those benefits.

Section 79. Section 31A-22-601 is amended to read:

31A-22-601. Applicability of life insurance provisions.

Sections 31A-22-412 through 31A-22-417 apply to death benefits in [elisabitity] accident
and health insurance policies.

Section 80. Section 31A-22-602 is amended to read:

31A-22-602. Premium rates.

(1) Thissection does not apply to group [elisabitity] accident and health insurance.

(2) The benefitsin [adtsabttity] an accident and health insurance policy shall be
reasonable in relation to the premiums charged.

(3) The commissioner shall disapprove [atlisabittty] an accident and health insurance
policy formif it does not satisfy Subsection (2).

Section 81. Section 31A-22-603 is amended to read:

31A-22-603. Personsinsured under an individual accident and health palicy.

A policy of individual [efsabtity] accident and health insurance may insure only one

person, except that originaly or by subsequent amendment, upon the application of an adult
policyholder, a policy may insure any two or more eligible members of the policyholder's family,
including husband, wife, dependent children, and any other person dependent upon the
policyholder.

Section 82. Section 31A-22-604 is amended to read:

31A-22-604. Reimbursement by insurersof Medicaid benefits.

(1) Asused in this section, "Medicaid" means the program under Title XIX of the federa
Socia Security Act.

(2) Any [disabitity] accident and hedlth insurer, including a group [eisabitity] accident and
health insurance plan, as defined in Section 607(1), Federal Employee Retirement Income Security
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3779  Act of 1974, or health maintenance organization as defined in Section 31A-8-101, is prohibited
3780 from considering the availahility or eligibility for medical assistance in this or any other state under
3781 Medicad, when considering €eligibility for coverage or making payments under its plan for eligible
3782  enrollees, subscribers, policyholders, or certificate holders.

3783 (3) To the extent that payment for covered expenses has been made under the state

3784  Medicaid program for health care items or services furnished to an individual in any case when a
3785  third party has alegal liability to make payments, the state is considered to have acquired the rights
3786  of theindividual to payment by any other party for those health care items or services.

3787 (4) Title 26, Chapter 19, Medical Benefits Recovery Act, applies to reimbursement of
3788 insurers of Medicaid benefits.

3789 Section 83. Section 31A-22-605 is amended to read:

3790 31A-22-605. Accident and health insurance standar ds.

3791 (1) The purposes of this section include:

3792 (a) reasonable standardization and simplification of terms and coverages of individua and

3793  franchise [disabttity] accident and health insurance policies, including [elisabitity] accident and
3794  hedlth insurance contracts of insurers licensed under Chapters 7 and 8, to facilitate public

3795  understanding and comparison in purchasing;

3796 (b) eéimination of provisions contained in individual and franchise [€lisabitity] accident
3797  and hedlth insurance contracts [whieh] that may be misleading or confusing in connection with
3798 either the purchase of those types of coverages or the settlement of claims; and

3799 (c) full disclosurein the sale of individual and franchise [disabitity] accident and health
3800 insurance contracts.

3801 (2) Asused in this section:

3802 (@) "Direct response insurance policy" means an individual insurance policy solicited and

3803  sold without the policyholder having direct contact with a natural person intermediary.

3804 (b) "Medicare" is defined in Subsection 31A-22-620(1)(€).

3805 (c) "Medicare supplement policy" is defined in Subsection 31A-22-620(1)(f).

3806 (3) Thissection appliesto al individual and franchise [€lisabitity] accident and health
3807 policies.

3808 (4) The commissioner shall adopt rules relating to the following matters:

3809 (@) standards for the manner and content of policy provisions, and disclosures to be made
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3810 inconnection with the sale of policies covered by this section, dealing with at least the following
3811 matters.

3812 (i) terms of renewahility;

3813 (i) initial and subsequent conditions of dligihility;
3814 (i) nonduplication of coverage provisions;

3815 (iv) coverage of dependents,

3816 (v) preexisting conditions,

3817 (vi) termination of insurance;

3818 (vii) probationary periods;

3819 (viii) limitations;

3820 (ix) exceptions,

3821 (X) reductions;

3822 (xi) elimination periods,

3823 (xii) requirements for replacement;

3824 (xiii) recurrent conditions,

3825 (xiv) coverage of persons dligible for Medicare; and
3826 (xv) definition of terms;

3827 (b) minimum standards for benefits under each of the following categories of coverage in

3828  policies covered in this section:

3829 (i) basic hospital expense coverage;

3830 (i) basic medical-surgical expense coverage,

3831 (iii) hospital confinement indemnity coverage;

3832 (iv) major medical expense coverage,

3833 (v) [disabitity] income [protection] replacement coverage;

3834 (vi) accident only coverage;

3835 (vii) specified disease or specified accident coverage;

3836 (viii) limited benefit health coverage; and

3837 (ix) nursing home and long-term care coverage;

3838 (c) the content and format of the outline of coverage, in addition to that required under

3839  Subsection (6); [and]
3840 (d) the method of identification of policies and contracts based upon coverages
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provided[-]; and
(e) rating practices.

(5) Nothing in Subsection (4)(b) precludes the issuance of policies that combine categories
of coverage in that subsection provided that any combination of categories meets the standards of
acomponent category of coverage.

(6) The commissioner may adopt rules relating to the following matters:

() establishing disclosure requirements for insurance policies covered in this section,
designed to adequately inform the prospective insured of the need for and extent of the coverage
offered, and requiring that this disclosure be furnished to the prospective insured with the
application form, unlessiit is adirect response insurance policy;

(b) () prescribing caption or notice requirements designed to inform prospective insureds
that particular insurance coverages are not Medicare Supplement coverages,

(i) the requirements of Subsection (6)(b)(i) apply to all [disabitity] insurance policies and
certificates sold to persons eligible for Medicare; and

(c) requiring the disclosures or information brochures to be furnished to the prospective
insured on direct response insurance policies, upon his request or, in any event, no later than the
time of the policy delivery.

(7) A policy covered by this section may be issued only if it meets the minimum standards
established by the commissioner under Subsection (4), an outline of coverage accompanies the
policy or is delivered to the applicant at the time of the application, and, except with respect to
direct response insurance policies, an acknowledged receipt is provided to the insurer. The outline
of coverage shall include:

(@) astatement identifying the applicable categories of coverage provided by the policy as
prescribed under Subsection (4);

(b) adescription of the principal benefits and coverage;

(c) astatement of the exceptions, reductions, and limitations contained in the policy;

(d) astatement of the renewal provisions, including any reservation by the insurer of a
right to change premiums;

(e) astatement that the outline is a summary of the policy issued or applied for and that
the policy should be consulted to determine governing contractual provisions; and

(f) any other contents the commissioner prescribes.
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(8) If apolicy isissued on a basis other than that applied for, the outline of coverage shall
accompany the policy when it is delivered and it shall clearly state that it is not the policy for
which application was made.

(9) (&) Notwithstanding Subsection 31A-22-609(2), and except as provided under
Subsection (9)(b), an insurer that elects to use an application form without questions concerning
the insured's health history or medical treatment history, shall provide coverage under the policy
for any loss which occurs more than 12 months after the effective date of the policy dueto a
preexisting condition which is not specifically excluded from coverage.

(b) () Aninsurer that issues a specified disease policy, regardless of whether the basis of
issuance is a detailed application form, a smplified application form, or an enrollment form, may
not deny a claim for loss due to a preexisting condition which occurs more than six months after
the effective date of coverage.

(i) A specified disease policy may not define a preexisting condition more restrictively
than a condition which first manifested itself within six months prior to the effective date of
coverage or which was diagnosed by a physician at any time prior to the effective date of coverage.

(iii) A specified disease policy may not include wording that provides a defense based
upon a preexisting condition except as allowed under this Subsection (9).

(10) Notwithstanding Subsection 31A-22-606(1), limited accident and health policies or
certificates issued to persons eligible for Medicare shall contain a notice prominently printed on
or attached to the cover or front page which states that the policyholder or certificate holder has
the right to return the policy for any reason within 30 days after its delivery and to have the
premium refunded.

Section 84. Section 31A-22-606 is amended to read:

31A-22-606. Policy examination period.

(1) (&) Except as provided in Subsection (2), all [eisabiity] accident and health policies
shall contain a notice prominently printed on or attached to the cover or front page stating that the

policyholder has the right to return the policy for any reason within ten days after its delivery.

(b) "Return" means delivery to the insurer or its agent or mailing of the policy to either,
properly addressed and stamped for first class handling, with awritten statement on the policy or
an accompanying communication that it is being returned for termination of coverage. A policy
returned under Subsection (1) is void from the beginning and a policyholder returning his policy
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is entitled to arefund of any premium paid.

(2) This section does not apply to:

(@) group policies;

(b) policiesissued to persons entitled to a 30-day examination period under Subsection
31A-22-605(10);

(c) single premium nonrenewable policies issued for terms not longer than 60 days,

(d) policies covering accidents only or accidental bodily injury only; and

(e) other classes of policies which the commissioner by rule specifies after afinding that
aright to return those policies would be impracticable or unnecessary to protect the policyholder's
interests.

Section 85. Section 31A-22-607 is amended to read:

31A-22-607. Grace period.

(1) Every individual or franchise [disabiity] accident and health insurance policy shall
contain clauses providing for a grace period of at least seven days for weekly premium policies,

ten days for monthly premium policies and 30 days for all other policies, for each premium after
the first. During the grace period, the policy continues in force.

(2) Every group or blanket [disabitity] accident and health policy shall provide for a grace
period of at least 30 days, unless the policyholder gives written notice of discontinuance prior to

the date of discontinuance, in accordance with the policy terms. In group or blanket policies, the
policy may provide for payment of a pro rata premium for the period the policy isin effect during
the grace period under this [subseetion] Subsection (2).

(3) If theinsurer has not guaranteed the insured aright to renew [a-disabitity] an accident
and health policy, any grace period beyond the expiration or anniversary date may, if provided in
the policy, be cut off by compliance with the notice provision under Subsection 31A-21-303(4)(b).

Section 86. Section 31A-22-608 is amended to read:

31A-22-608. Reinstatement of individual or franchise accident and health insurance
policies.

(1) Everyindividual or franchise [disabiity] accident and health insurance policy shall
contain a provision which reads as follows:

"REINSTATEMENT: If any renewal premium is not paid within the time granted the
insured for payment, a subsequent acceptance of premium by the insurer or by any agent duly
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authorized by the insurer to accept the premium, without also requiring an application for
reinstatement, shall reinstate the policy. However, if the insurer or agent requires an application
for reinstatement and issues a conditional receipt for the premium tendered, the policy shall be
reinstated upon approval of this application from the insurer or, lacking this approval, upon the
45th day following the date of the conditional receipt, unless the insurer has previously notified
the insured in writing of its disapproval of the application. The reinstated policy shall cover only
loss resulting from such accidental injury as may be sustained after the date of reinstatement and
loss due to such sickness as may begin more than ten days after that date. In all other respectsthe
insured and insurer have the same rights under the reinstated policy as they had under the policy
immediately before the due date of the defaulted premium, subject to any provisions endorsed on
or attached to this policy in connection with the reinstatement. Any premium accepted in
connection with areinstatement shall be applied to a period for which premium has not been
previoudly paid, but not to any period more than 60 days prior to the date of reinstatement.”

(2) Thelast sentence of the provision set forth in Subsection (1) may be omitted from any
policy [whiteh] that the insured has the right to continue in force subject to its terms by the timely
payment of premiums until at least age 50, or in the case of a policy issued after age 44, for at least
five years from its date of issue.

Section 87. Section 31A-22-609 is amended to read:

31A-22-609. Incontestability for accident and health insurance.

(1) [Ne] (a) A statement made by an applicant in the application for individual or
franchise [eisabitity] accident and health insurance coverage [angHo] or statement made relating
to the person's insurability by a person insured under a group policy, except fraudulent

misrepresentation, [+s] may not be a basis for avoidance of the policy or denial of a claim for loss
incurred or disability commencing after the coverage has been in effect for two years.

(b) Theinsurer has the burden of proving fraud by clear and convincing evidence.

(c) The policy may provide for incontestability even for fraudulent misstatements.

(2) Except as otherwise provided under Subsection 31A-22-605(9), [Ae] a claim for loss
incurred or disability commencing after two years from the date of issue of the policy may not be
reduced or denied on the ground that a disease or physical condition existed prior to the effective
date of coverage, unless the condition was excluded from coverage by name or specific description
in aprovision [whieh] that was in effect on the date of loss.
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Section 88. Section 31A-22-610 is amended to read:

31A-22-610. Dependent coverage from moment of birth or adoption.

(1) Asused in this section:

(&) "Child" means, in connection with any adoption, or placement for adoption of the child,
an individual who is younger than 18 years of age as of the date of the adoption or placement for
adoption.

(b) "Placement for adoption” means the assumption and retention by a person of alegal
obligation for total or partial support of a child in anticipation of the adoption of the child.

(2) (@) If any [disabitity] accident and health insurance policy provides coverage for any

members of the policyholder's or certificate holder's family, the policy shall also provide that any
health insurance benefits applicable to dependents of the insured are applicable on the same basis
to a newly born child from the moment of birth, and to an adopted child:

(i) beginning from the moment of birth if placement for adoption occurs within 30 days
of the child's birth; or

(i) beginning from the date of placement if placement for adoption occurs 30 days or more
after the child's birth.

(b) This coverage is not subject to any preexisting conditions, and includes any injury or
sickness, including the necessary care and treatment of medically diagnosed congenital defects and
birth abnormalities or prematurity.

(c) If the payment of a specific premium is required to provide coverage for a child of the
policyholder or certificate holder, the policy may require that the insurer be notified of the birth
or placement for the purpose of adoption, and that the required premium be paid within 30 days
after the date of birth or placement for the purpose of adoption, in order to have the coverage
extend beyond that 30-day period.

(3) The coverage required by Subsection (2) asto children placed for the purpose of
adoption with a policyholder or certificate holder continues in the same manner as it would with
respect to a child of the policyholder or certificate holder unless the placement is disrupted prior
to legal adoption and the child is removed from placement. The coverage requirement ends if the
child is removed from placement prior to being legally adopted.

(4) The provisions of this section apply to employee welfare benefit plans as defined in
Section 26-19-2.
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Section 89. Section 31A-22-610.2 is amended to read:

31A-22-610.2. Maternity stay minimum limits.

(1) (& If aninsured has coverage for maternity benefits, the policy may not be limited to
aless than a 48-hour benefit for both mother and newborn with a normal vaginal delivery.

(b) If aninsured has coverage for maternity benefits, the policy may not be limited to aless
than 96-hour benefit for both mother and newborn with a caesarean section delivery.

(2) Subsection (1) appliesto [atlisabitity] an accident and health insurer who offers
maternity coverage.

Section 90. Section 31A-22-610.5 is amended to read:

31A-22-610.5. Dependent coverage.

(1) Asused inthissection, "child" has the same meaning as defined in Section 78-45-2.

(2) (8 Any individual or group health insurance policy or health maintenance organization

contract that provides coverage for a policyholder's or certificate holder's dependent shall not
terminate coverage of an unmarried dependent by reason of the dependent's age before the
dependent'’s 26th birthday and shall, upon application, provide coverage for all unmarried
dependents up to age 26.

(b) The cost of coverage for unmarried dependents 19 to 26 years of age shall be included
in the premium on the same basis as other dependent coverage.

(c) Thissection does not prohibit the employer from requiring the employee to pay all or
part of the cost of coverage for unmarried dependents.

(3) Anindividual or group health insurance policy or health maintenance organization
contract shall reinstate dependent coverage, and for purposes of all exclusons and limitations,
shall treat the dependent as if the coverage had been in force since it was terminated; if:

(@) the dependent has not reached the age of 26 by July 1, 1995;

(b) the dependent had coverage prior to July 1, 1994,

(c) prior to July 1, 1994, the dependent's coverage was terminated solely due to the age of
the dependent; and

(d) the policy has not been terminated since the dependent's coverage was terminated.

(4) () When aparent isrequired by a court or administrative order to provide health
insurance coverage for a child, [a-¢fsabitity] an accident and health insurer may not deny

enrollment of a child under the [etsabtity] accident and health insurance plan of the child's parent
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4027  onthe grounds the child:

4028 (i) was born out of wedlock and is entitled to coverage under Subsection (6);

4029 (i) was born out of wedlock and the custodial parent seeks enrollment for the child under
4030 the custodia parent's policy;

4031 (iii) isnot claimed as a dependent on the parent's federal tax return; or

4032 (iv) does not reside with the parent or in the insurer's service area.

4033 (b) [A-disabthity] An accident and health insurer providing enrollment under Subsection
4034  (4)(a)(iv) is subject to the requirements of Subsection (5).

4035 (5) A health maintenance organization or a preferred provider organization may use

4036  dternative delivery systems or indemnity insurersto provide coverage under Subsection (4)(a)(iv)
4037 outsdeitsservice area. [Theprovisonsof] Section 31A-8-408 [de] does not apply to this

4038  Subsection (5).

4039 (6) When achild has [disabitity] accident and health coverage through an insurer of a
4040 noncustodia parent the insurer shall:

4041 (a) provide information to the custodial parent as necessary for the child to obtain benefits
4042  through that coverage, but the insurer or employer, or the agents or employees of either of them,
4043 arenot civilly or criminaly liable for providing information in compliance with this Subsection
4044  (6)(a), whether the information is provided pursuant to a verbal or written request;

4045 (b) permit the custodial parent or the service provider, with the custodial parent's approval,
4046  to submit claims for covered services without the approval of the noncustodial parent; and

4047 (c) make payments on claims submitted in accordance with Subsection (6)(b) directly to
4048  the custodial parent, the provider, or the state Medicaid agency.

4049 (7) When aparent isrequired by a court or administrative order to provide health coverage
4050 for achild, and the parent is eligible for family health coverage, the insurer shall:

4051 (@) permit the parent to enroll, under the family coverage, a child who is otherwise eligible
4052  for the coverage without regard to an enrollment season restrictions;

4053 (b) if the parent is enrolled but fails to make application to obtain coverage for the child,
4054  enroll the child under family coverage upon application of the child's other parent, the state agency
4055  administering the Medicaid program, or the state agency administering 42 U.S.C. 651 through 669,
4056 the child support enforcement program; and

4057 (c) not disenroll or eliminate coverage of the child unless the insurer is provided
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satisfactory written evidence that:

(i) the court or administrative order is no longer in effect; or

(i) the child is or will be enrolled in comparable [disabitity] accident and health coverage
through another insurer which will take effect not later than the effective date of disenrollment.

(8 Aninsurer may not impose requirements on a state agency [whieh] that has been
assigned the rights of an individual eligible for medical assistance under Medicaid and covered for
[elisabitity] accident and health benefits from the insurer that are different from requirements
applicable to an agent or assignee of any other individual so covered.

(9) Insurers may not reduce their coverage of pediatric vaccines below the benefit level
in effect on May 1, 1993.

(10) When a parent is required by a court or administrative order to provide heath
coverage, which is available through an employer doing business in this state, the employer shall:

(@) permit the parent to enroll under family coverage any child who is otherwise eligible
for coverage without regard to any enrollment season restrictions;

(b) if the parent is enrolled but fails to make application to obtain coverage of the child,
enroll the child under family coverage upon application by the child's other parent, by the state
agency administering the Medicaid program, or the state agency administering 42 U.S.C. 651
through 669, the child support enforcement program;

(c) not disenroll or eliminate coverage of the child unless the employer is provided
satisfactory written evidence that:

(i) the court order isno longer in effect;

(i) the child is or will be enrolled in comparable coverage which will take effect no later
than the effective date of disenrollment; or

(iii) the employer has eliminated family health coverage for al of its employees; and

(d) withhold from the employee's compensation the employee's share, if any, of premiums
for health coverage and to pay this amount to the insurer.

(11) Anorder issued under Section 62A-11-326.1 may be considered a "qualified medical
support order” for the purpose of enrolling a dependent child in a group [elisabitity] accident and
health insurance plan as defined in Section 609(a), Federal Employee Retirement |ncome Security
Act of 1974.

(12) This section does not affect any insurer's ability to require as a precondition of any
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child being covered under any policy of insurance that:

(@) the parent continuesto be eligible for coverage;

(b) the child shall be identified to the insurer; and

(c) the premium shall be paid when due.

(13) The provisions of this section apply to employee welfare benefit plans as defined in
Section 26-19-2.

Section 91. Section 31A-22-611 is amended to read:

31A-22-611. Policy extension for handicapped children.

(1) Every [disabitity] accident and health insurance policy or contract that provides that
coverage of a dependent child of a person insured under the policy shall terminate upon reaching

alimiting age as specified in the policy, shal also provide that the age limitation does not
terminate the coverage of a dependent child while the child is and continues to be both:

(@) incapable of self-sustaining employment because of mental retardation or physical
handicap; and

(b) chiefly dependent upon the person insured under the policy for support and
maintenance.

(2) Theinsurer may require proof of the incapacity and dependency be furnished by the
person insured under the policy within 30 days of the date the child attains the limiting age, and
at any time thereafter, except that the insurer may not require proof more often than annually after
the two-year period immediately following attainment of the limiting age by the child.

Section 92. Section 31A-22-612 is amended to read:

31A-22-612. Conversion privilegesfor insured former spouse.

(1) [Nodisabtity] An accident and health insurance policy, which in addition to covering
the insured also provides coverage to the spouse of the insured, may not contain a provision for

termination of coverage of a spouse covered under the policy, except by entry of avalid decree of
divorce or annulment between the parties.

(2) Every policy which contains this type of provision shall provide that upon the entry of
the divorce decree the spouse is entitled to have issued an individual policy of [disabtity] accident
and health insurance without evidence of insurability, upon application to the company and
payment of the appropriate premium. The policy shall provide the coverage being issued which
ismost nearly similar to the terminated coverage. Probationary or waiting periods in the policy
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are considered satisfied to the extent the coverage was in force under the prior policy.

(3) When the insurer receives actual notice that the coverage of a spouseisto be
terminated because of a divorce or annulment, the insurer shall promptly provide the spouse
written notification of the right to obtain individual coverage as provided in Subsection (2), the
premium amounts required, and the manner, place, and time in which premiums may be paid. The
premium is determined in accordance with the insurer's table of premium rates applicable to the
age and class of risk of the persons to be covered and to the type and amount of coverage provided.

If the spouse applies and tenders the first monthly premium to the insurer within 30 days after
receiving the notice provided by this subsection, the spouse shall receive individual coverage that
commences immediately upon termination of coverage under the insured's policy.

(4) This section does not apply to [eisabitity] accident and health insurance policies

offered on a group blanket basis.

Section 93. Section 31A-22-613 is amended to read:

31A-22-613. Permitted provisions for accident and health insurance policies.

The following provisions may be contained in [a-¢lisabtity] an accident and health
insurance policy, but if they are in that policy, they shall conformto at least the [fettewing)]
minimum requirements for the policyholder [:] in Subsections (1) through (6).

(1) Any provision respecting change of occupation may provide only for alower maximum
benefit payment and for reduction of loss payments proportionate to the change in appropriate
premium rates, if the change isto a higher rated occupation, and this provision shal provide for
retroactive reduction of premium rates from the date of change of occupation or the last policy
anniversary date, whichever is the more recent, if the change isto alower rated occupation.

(2) Section 31A-22-405 applies to misstatement of age in [€lisabitity] accident and health
policies, with the appropriate modifications of terminology.

(3) Any policy which contains a provision establishing, as an age limit or otherwise, a date
after which the coverage provided by the policy is not effective, and if that date falls within a
period for which a premium is accepted by the insurer or if the insurer accepts a premium after that
date, the coverage provided by the policy continues in force, subject to any right of cancellation,
until the end of the period for which the premium was accepted. This Subsection (3) does not
apply if the acceptance of premium would not have occurred but for a misstatement of age by the
insured.
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(4) Any provision dealing with preexisting conditions shall be consistent with Subsections
31A-22-605(9)(a) and 31A-22-609(2), and any applicable rule adopted by the commissioner.

(5) (@ If aninsured is otherwise eligible for maternity benefits, a policy may not contain
language which requires an insured to obtain any additional preauthorization or preapproval for
customary and reasonable maternity care expenses or for the delivery of the child after an initia
preauthorization or preapproval has been obtained from the insurer for prenatal care. A
requirement for notice of admission for delivery is not a requirement for preauthorization or
preapproval, however, the maternity benefit may not be denied or diminished for failure to provide
admission notice. The policy may not require the provision of admission notice by only the
insured patient.

(b) This Subsection (5) does not prohibit an insurer from:

(i) requiring areferral before maternity care can be obtained;

(i) specifying agroup of providers or a particular location from which an insured is
required to obtain maternity care; or

(i) limiting reimbursement for maternity expenses and benefits in accordance with the
terms and conditions of the insurance contract so long as such terms do not conflict with
Subsection (5)(a).

(6) Aninsurer may only represent that a policy:

(a) offersavision benefit if the policy:

(i) charges apremium for the benefit; and

(i) provides reimbursement for materials or services provided under the policy; and

(b) coverslaser vision correction, whether photorefractive keratectomy, laser assisted
in-situ keratomelusis, or related procedure, if the policy:

(i) charges apremium for the benefit; and

(i) the procedureisat least a partially covered benefit.

Section 94. Section 31A-22-613.5 is amended to read:

31A-22-613.5. Price and value comparisons of health insurance.

(1) Thissection applies generally to all health insurance policies and health maintenance
organization contracts.

(2) (8 Immediately after the effective date of this section, the commissioner shall appoint
a Health Benefit Plan Committee.
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(b) The committee shall be composed of representatives of carriers, employers, employees,
health care providers, consumers, and producers.

() A member of the committee shall be appointed to a four-year term.

(d) Notwithstanding the requirements of Subsection (2)(c), the commissioner shall, a the
time of appointment or reappointment, adjust the length of terms to ensure that the terms of
committee members are staggered so that approximately half of the committee is appointed every
two years.

(3) When avacancy occurs in the membership for any reason, the replacement shall be
appointed for the unexpired term.

(4) () Members shall receive no compensation or benefits for their services, but may
receive per diem and expenses incurred in the performance of the member’s official duties at the
rates established by the Division of Finance under Sections 63A-3-106 and 63A-3-107.

(b) Members may decline to receive per diem and expenses for their service.

(5) [fay] The committee shall[-t}] serve as an advisory committee to the commissioner|:
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[€8)] (6) (&) The commissioner shall convene or reconvene a Health Benefit Plan

Committee for the purpose of developing a Basic Health Care Plan to be offered under the open
enrollment provisions of Chapter 30.

(b) The commissioner shall adopt a Basic Health Care Plan within 60 days after the
committee submits recommendations, or if the committee fails to submit recommendations to the
commissioner within 180 days after appointment, the commissioner shall, within 90 days, adopt
aBasic Hedlth Care Plan.

(c) (i) Before adoption of a plan under Subsection [£8)](6)(b), the commissioner shall
submit the proposed Basic Hedlth Care Plan to the Health and Human Services Interim Committee
for review and recommendations.

(i) After the commissioner adopts the Basic Health Care Plan, the Health and Human
Services Interim Committee:

(A) shall provide legidative oversight of the Basic Health Care Plan; and

(B) may recommend legidation to modify the Basic Health Care Plan adopted by the
commissioner.

(d) The committee's recommendations for the Basic Health Care Plan shall be advisory
to the commissioner.

[9] (V) (8 The commissioner shall promote informed consumer behavior and responsible
health insurance and health plans by requiring an insurer issuing health insurance policies or health
maintenance organization contracts to provide to all enrollees, prior to enrollment in the health
benefit plan or health insurance policy, written disclosure of:

(i) restrictions or limitations on prescription drugs and biologics including the use of a
formulary and generic substitution; and

(if) coverage limits under the plan.
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(b) In addition to the requirements of Subsections [{9)] (7)(a) and (d), an insurer described
in Subsection [{9)] (7)(a) shall submit the written disclosure required by this Subsection [€9)] (7)
to the commissioner:

(i) [anndaty] upon commencement of operations in the state; and

(i) anytime the insurer amends any of the following described in Subsection [€9)] (7)(a):

(A) treatment policies;

(B) practice standards;

(C) restrictions; or

(D) coverage limits of the insurer's health benefit plan or health insurance policy.

(c) The commissioner may adopt rules to implement the disclosure requirements of this
Subsection [(9}] (7), taking into account:

(i) business confidentiality of the insurer;

(i) definitions of terms; and

(iii) the method of disclosure to enrollees.

(d) If under Subsection [€9)] (7)(a)(i) aformulary is used, the insurer shall make available
to prospective enrollees and maintain evidence of the fact of the disclosure of:

(i) thedrugsincluded;

(i) the patented drugs not included; and

(iii) any conditions that exist as a precedent to coverage.

Section 95. Section 31A-22-614 is amended to read:

31A-22-614. Claimsunder accident and health palicies.
(1) Section 31A-21-312 applies generaly to claims under [disabtity] accident and health
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policies.
(2) (4) Subject to Subsection (1), [re-tltsabitity] an accident and health insurance policy
may not contain a claim notice requirement less favorable to the insured than one which requires

written notice of the claim within 20 days after the occurrence or commencement of any loss
covered by the policy. The policy shall specify to whom claim notices may be given.

(b) If aloss of time benefit under a policy may be paid for a period of at least two years,
an insurer may require periodic notices that the insured continues to be disabled, unless the insured
islegally incapacitated. The insured's delay in giving that notice does not impair the insured's or
beneficiary's right to any indemnity which would otherwise have accrued during the six months
preceding the date on which that notice is actually given.

(3) [No-disabitity] An accident and health insurance policy may not contain a time limit

on proof of loss which is more restrictive to the insured than a provision requiring written proof
of loss, delivered to the insurer, within the following time:

(@) for aclaim where periodic payments are contingent upon continuing loss, within 90
days after the termination of the period for which the insurer isliable;

(b) for any other claim, within 90 days after the date of the loss.

(4) (8 (i) Section 31A-26-301 applies generally to the payment of claims.

(i) Indemnity for loss of life is paid in accordance with the beneficiary designation
effective at the time of payment. If no valid beneficiary designation exists, the indemnity is paid
to theinsured's estate. Any other accrued indemnities unpaid at the insured's death are paid to the
insured's estate.

(b) Reasonable facility of payment clauses, specified by the commissioner by rule or in
approving the policy form, are permitted. Payment made in good faith and in accordance with
those clauses discharges the insurer's obligation to pay those claims.

(c) All or aportion of any indemnities provided under [a¢lisabtity] an accident and health
policy on account of hospital, nursing, medical, or surgical services may, at the insurer's option,

be paid directly to the hospital or person rendering the services.

Section 96. Section 31A-22-617 is amended to read:

31A-22-617. Preferred provider contract provisions.

Health insurance policies may provide for insureds to receive services or reimbursement
under the policies in accordance with preferred health care provider contracts as follows:
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(1) Subject to restrictions under this section, any insurer or third party administrator may
enter into contracts with health care providers as defined in Section 78-14-3 under which the health
care providers agree to supply services, at prices specified in the contracts, to persons insured by
aninsurer. [Fhe]

(&) A health care provider contract may require the health care provider to accept the
specified payment as payment in full, relinquishing the right to collect additional amounts from
the insured person.

(b) Theinsurance contract may reward the insured for selection of preferred health care
providers by:

(i) reducing premium rateq;];

(i) reducing deductibled[;]:

(iii) coinsurance];ot];

(iv) other copaymentd;]; or

(V) inany other reasonable manner.

(c) If theinsurer is a managed care organization, as defined in Subsection
31A-27-311.5(1)(f):

(i) the insurance contract shall provide that in the event the managed care organization

becomes insolvent, the rehabilitator or liquidator may:

(A) require the hedlth care provider to continue to provide health care services under the

contract until the later of:

(1) 90 days from the date of the filing of a petition for rehabilitation or the petition for
liquidation; or

(11) the date the term of the contract ends; and

(B) subject to Subsection (1)(c)(v), reduce the fees the provider is otherwise entitled to

receive from the managed care organization during the time period described in Subsection
D ()(D(A):
(i) the provider isreguired to:

(A) accept the reduced payment under Subsection (1)(c)(i)(B) as payment in full; and

(B) relinquish the right to collect additional amounts from the insolvent managed care
organization's enrollee, as defined in Section 31A-27-311.5(1)(b);
(iii) if the contract between the health care provider and the managed care organization has
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not been reduced to writing, or the contract fails to contain the lanquage required by Subsection

(1) (c)(i), the provider may not collect or attempt to collect from the enrollee:

(A) sums owed by the managed care organization; or

(B) the amount of the reqular fee reduction authorized under Subsection (1)(c)(i)(B);

(iv) the following may not bill or maintain any action at law against an enrollee to collect

sums owed by the managed care organization or the amount of the regular fee reduction authorized
under Subsection (1)(c)(i)(B):

(A) aprovider;

(B) an agent;

(C)_atrustee; or

(D) an assignee of a person described in Subsections (1)(c)(iv)(A) through (C); and
(v) notwithstanding Subsection (1)(c)(i):
(A) arehabilitator or liquidator may not reduce afee by less than 75% of the provider's

reqular fee set forth in the contract; and

(B) the enrollee shall continue to pay the copayments, deductibles, and other payments for

services received from the provider that the enrollee was required to pay before the filing of:

(1) apetition for rehabilitation; or

(1) apetition for liquidation.

(2) (8 Subject to Subsections (2)(b) through (2)(f), an insurer using preferred health care
provider contracts shall pay for the services of health care providers not under the contract, unless

the illnesses or injuries treated by the health care provider are not within the scope of the insurance
contract. Asused inthis section, "class of health care providers' means al health care providers
licensed or licensed and certified by the state within the same professional, trade, occupational, or
facility licensure or licensure and certification category established pursuant to Titles 26 and 58.

(b) When the insured receives services from a health care provider not under contract, the
insurer shall reimburse the insured for at least 75% of the average amount paid by the insurer for
comparable services of preferred health care providers who are members of the same class of
health care providers. The commissioner may adopt a rule dealing with the determination of what
constitutes 75% of the average amount paid by the insurer for comparable services of preferred
health care providers who are members of the same class of health care providers.

(c) When reimbursing for services of health care providers not under contract, the insurer
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may make direct payment to the insured.

(d) Notwithstanding Subsection (2)(b), an insurer using preferred health care provider
contracts may impose a deductible on coverage of health care providers not under contract.

(e) When selecting health care providers with whom to contract under Subsection (1), an
insurer may not unfairly discriminate between classes of health care providers, but may
discriminate within a class of health care providers, subject to Subsection (7).

(f) For purposes of this section, unfair discrimination between classes of hedth care
providers shall include:

(i) refusal to contract with class members in reasonable proportion to the number of
insureds covered by the insurer and the expected demand for services from class members; and

(i) refusal to cover procedures for one class of providersthat are:

(A) commonly utilized by members of the class of health care providers for the treatment
of illnesses, injuries, or conditions;

(B) otherwise covered by the insurer; and

(C) within the scope of practice of the class of health care providers.

(3) Beforetheinsured consentsto the insurance contract, the insurer shall fully disclose
to the insured that it has entered into preferred health care provider contracts. The insurer shall
provide sufficient detail on the preferred health care provider contracts to permit the insured to
agree to the terms of the insurance contract. The insurer shall provide at least the following
information:

(@) alist of the health care providers under contract and if requested their business
locations and specidlties;

(b) adescription of the insured benefits, including any deductibles, coinsurance, or other
copayments;

(c) adescription of the quality assurance program required under Subsection (4); and

(d) adescription of the grievance procedures required under Subsection (5).

(4) (@ Aninsurer using preferred health care provider contracts shall maintain a quality
assurance program for assuring that the care provided by the health care providers under contract
meets prevailing standards in the state.

(b) The commissioner in consultation with the executive director of the Department of
Health may designate qualified persons to perform an audit of the quality assurance program. The
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auditors shall have full accessto al records of the organization and its health care providers,
including medical records of individual patients.

(c) Theinformation contained in the medical records of individual patients shall remain
confidential. All information, interviews, reports, statements, memoranda, or other data furnished
for purposes of the audit and any findings or conclusions of the auditors are privileged. The
information is not subject to discovery, use, or receipt in evidence in any legal proceeding except
hearings before the commissioner concerning alleged violations of this section.

(5) Aninsurer using preferred health care provider contracts shall provide areasonable
procedure for resolving complaints and grievances initiated by the insureds and health care
providers.

(6) Aninsurer may not contract with a health care provider for treatment of illness or
injury unless the health care provider is licensed to perform that treatment.

(7) (&) [N®] A hedlth care provider or insurer may not discriminate against a preferred
health care provider for agreeing to a contract under Subsection (1).

(b) Any health care provider licensed to treat any illness or injury within the scope of the
health care provider's practice, who is willing and able to meet the terms and conditions established
by the insurer for designation as a preferred health care provider, shall be able to apply for and
receive the designation as a preferred health care provider. Contract terms and conditions may
include reasonable limitations on the number of designated preferred health care providers based
upon substantial objective and economic grounds, or expected use of particular services based
upon prior provider-patient profiles.

(8) Upon the written request of a provider excluded from a provider contract, the
commissioner may hold a hearing to determine if the insurer's exclusion of the provider is based
on the criteria set forth in Subsection (7)(b).

(9) Insurers are subject to the provisions of Sections 31A-22-613.5, 31A-22-614.5, and
31A-22-618.

(10) Nothing in this section isto be construed as to require an insurer to offer a certain
benefit or service as part of a health benefit plan.

(11) This section does not apply to catastrophic mental health coverage provided in
accordance with Section 31A-22-625.

Section 97. Section 31A-22-619 is amended to read:
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31A-22-619. Coordination of benefits.

(1) The commissioner shall adopt rules concerning the coordination of benefits between
[elisabitity] accident and health insurance policies.

(2) Rules adopted by the commissioner under Subsection (1):

(&) may not prohibit coordination of benefits with individual [€lisabitity] accident and
headlth insurance policies; and

(b) shall apply equally to al [elisabitity] accident and health insurance policies without
regard to whether the policies are group or individual policies.

Section 98. Section 31A-22-620 is amended to read:

31A-22-620. Medicare Supplement I nsurance Minimum Standar ds Act.

(1) Asused in this section:

(& "Applicant" means:

(1) inthe case of an individual Medicare supplement policy, the person who seeks to
contract for insurance benefits, and

(i) inthe case of agroup Medicare supplement policy, the proposed certificate holder.

(b) "Certificate" means any certificate delivered or issued for delivery in this state under
agroup Medicare supplement policy.

(c) "Certificate form" means the form on which the certificate is delivered or issued for
delivery by the issuer.

(d) "lIssuer" includes insurance companies, fraternal benefit societies, health care service
plans, health maintenance organizations, and any other entity delivering, or issuing for delivery in
this state, Medicare supplement policies or certificates.

(e) "Medicare" means the "Health Insurance for the Aged Act," Title XVII1 of the Socid
Security Amendments of 1965, as then congtituted or later amended.

(f) "Medicare Supplement Policy" means a group or individual policy of disability
insurance, other than a policy issued pursuant to a contract under Section 1876 of the federal Social
Security Act, 42 U.S.C. Section 1395 et seq., or an issued policy under a demonstration project
specified in 41 U.S.C. Section 1395ss(g)(1), that is advertised, marketed, or designed primarily as
a supplement to reimbursements under Medicare for the hospital, medical, or surgical expenses
of persons eligible for Medicare.

(g) "Policy Form" means the form on which the policy is delivered or issued for delivery
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by the issuer.

(2) (8) Except as otherwise specifically provided, this section applies to:

(i) al Medicare supplement policies delivered or issued for delivery in this state on or after
the effective date of this section;

(i) al certificates issued under group Medicare supplement policies, that have been
delivered or issued for delivery in this state on or after the effective date of this section; and

(iii) policies or certificates that were in force prior to the effective date of this section, with
respect to requirements for benefits, claims payment, and policy reporting practice under
Subsection (3)(d), and loss ratios under Subsection (4).

(b) This section does not apply to a policy of one or more employers or labor
organizations, or of the trustees of a fund established by one or more employers or labor
organizations, or a combination of employers and labor unions, for employees or former employees
or acombination of employees and former employees, or for members or former members of the
labor organizations, or a combination of members and former members of labor organizations.

(c) Thissection does not prohibit, nor does it apply to insurance policies or hedth care
benefit plans, including group conversion policies, provided to Medicare eligible persons that are
not marketed or held out to be Medicare supplement policies or benefit plans.

(3) () A Medicare supplement policy or certificate in force in the state may not contain
benefits that duplicate benefits provided by Medicare.

(b) Notwithstanding any other provision of law of this state, a Medicare supplement policy
or certificate may not exclude or limit benefits for loss incurred more than six months from the
effective date of coverage because it involved a preexisting condition. The policy or certificate
may not define a preexisting condition more restrictively than: "A condition for which medical
advice was given or treatment was recommended by or received from a physician within six
months before the effective date of coverage.”

(c) The commissioner shall adopt rules to establish specific standards for policy provisions
of Medicare supplement policies and certificates. The standards adopted shall be in addition to
and in accordance with applicable laws of this state. A requirement of thistitle relating to
minimum required policy benefits, other than the minimum standards contained in this section,
may not apply to Medicare supplement policies and certificates. The standards may include:

(i) terms of renewahility;
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(i) initial and subsequent conditions of dligibility;

(iii) nonduplication of coverage;

(iv) probationary periods,

(v) benefit limitations, exceptions, and reductions;

(vi) elimination periods,

(vii) requirements for replacement;

(viii) recurrent conditions; and

(ix) definitions of terms.

(d) The commissioner shall adopt rules establishing minimum standards for benefits,
claims payment, marketing practices, compensation arrangements, and reporting practices for
Medicare supplement policies and certificates.

(e) The commissioner may adopt such rules as are necessary to conform Medicare
supplement policies and certificates to the requirements of federal law and regulations promulgated
thereunder, including:

(i) requiring refunds or credits if the policies do not meet loss ratio requirements,

(if) establishing a uniform methodology for calculating and reporting loss ratios,

(iii) assuring public access to policies, premiums, and loss ratio information of issuers of
Medicare supplement insurance;

(iv) establishing a process for approving or disapproving policy forms and certificate forms
and proposed premium increases;

(v) establishing a policy for holding public hearings prior to approval of premium
increases, and

(vi) establishing standards for Medicare select policies and certificates.

(f) The commissioner may adopt rules that prohibit policy provisions not otherwise
specifically authorized by statute that, in the opinion of the commissioner, are unjust, unfair, or
unfairly discriminatory to any person insured or proposed to be insured under a Medicare
supplement policy or certificate.

(4) Medicare supplement policies shall return to policyholders benefits that are reasonable
in relation to the premium charged. The commissioner shall make rules to establish minimum
standards for loss ratios of Medicare supplement policies on the basis of incurred claims
experience, or incurred health care expenses where coverage is provided by a health maintenance
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organization on a service basis rather than on a reimbursement basis, and earned premiumsin
accordance with accepted actuarial principles and practices.

(5) (a) To provide for full and fair disclosure in the sale of Medicare supplement policies,

a Medicare supplement policy or certificate may not be delivered in this state unless an outline of
coverage is delivered to the applicant at the time application is made.

(b) The commissioner shal prescribe the format and content of the outline of coverage
required by Subsection (5)(a).

(c) For purposes of this section, "format” means style arrangements and overall
appearance, including such items as the size, color, and prominence of type and arrangement of
text and captions. The outline of coverage shall include:

(i) adescription of the principal benefits and coverage provided in the policy;

(i) astatement of the renewal provisions, including any reservation by the issuer of aright
to change premiums; and disclosure of the existence of any automatic renewal premium increases
based on the policyholder's age; and

(i) astatement that the outline of coverage is a summary of the policy issued or applied
for and that the policy should be consulted to determine governing contractual provisions.

(d) The commissioner may make rules for captions or notice if the commissioner finds that

therules are:
(i) _inthe public interest; and

(ii) designed to inform prospective insureds that particular insurance coverages are not

Medicare supplement coverages, for al accident an health insurance policies sold to person

gligible for Medicare, other than:

(A) amedicare supplement policy; or

(B) adisability income policy.

[teh] () The commissioner may prescribe by rule a standard form and the contents of an
informational brochure for persons eligible for Medicare, that is intended to improve the buyer's
ability to select the most appropriate coverage and improve the buyer's understanding of Medicare.
Except in the case of direct response insurance policies, the commissioner may require by rule that
the informational brochure be provided concurrently with delivery of the outline of coverage to
any prospective insureds eligible for Medicare. With respect to direct response insurance policies,
the commissioner may require by rule that the prescribed brochure be provided upon request to any
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prospective insureds eligible for Medicare, but in no event later than the time of policy delivery.
[te)] (f) The commissioner may adopt reasonable rules to govern the full and fair
disclosure of the information in connection with the replacement of [€lisabitity] accident and health

policies, subscriber contracts, or certificates by persons eligible for Medicare.

(6) Notwithstanding Subsection (1), Medicare supplement policies and certificates shall
have a notice prominently printed on the first page of the policy or certificate, or attached to the
front page, stating in substance that the applicant has the right to return the policy or certificate
within 30 days of its delivery and to have the premium refunded if, after examination of the policy
or certificate, the applicant is not satisfied for any reason. Any refund made pursuant to this
section shall be paid directly to the applicant by the issuer in atimely manner.

(7) Every issuer of Medicare supplement insurance policies or certificates in this state shall
provide a copy of any Medicare supplement advertisement intended for use in this state, whether
through written or broadcast medium, to the commissioner for review.

Section 99. Section 31A-22-623 is amended to read:

31A-22-623. Coverage of inborn metabolic errors.

(1) Asused in this section:

(@) "Dietary products' means medical food or alow protein modified food product that:

(i) is specificaly formulated to treat inborn errors of amino acid or urea cycle metabolism;

(i) isnot anatural food that is naturally low in protein; and

(iii) isused under the direction of a physician.

(b) "Inborn errors of amino acid or urea cycle metabolism" means a disease caused by an
inherited abnormality of body chemistry which is treatable by the dietary restriction of one or more
amino acid.

(2) The commissioner shall establish, by rule, minimum standards of coverage for dietary
products used for the treatment of inborn errors of amino acid or urea cycle metabolism at levels
consistent with the major medical benefit provided under [a¢lisabitity] an accident and health
insurance policy.

Section 100. Section 31A-22-624 is amended to read:

31A-22-624. Primary care physician.

[A-eltsabitity] An accident and health insurance policy that requires an insured to select a
primary care physician to receive optimum coverage:
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(1) shal permit aninsured to select a participating provider who isan
obstetrician/gynecologist and is qualified and willing to provide primary care services, as defined
by the health care plan, as the insured's provider from whom primary care services are received,

(2) shal clearly state in literature explaining the policy the option available to femae
insureds under Subsection (1); and

(3) may not impose a higher premium, higher copayment requirement, or any other
additional expense on an insured by virtue of the insured selecting a primary care physician in
accordance with Subsection (1).

Section 101. Section 31A-22-626 is amended to read:

31A-22-626. Coverage of diabetes.

(1) Asused in this section, "diabetes’ includes individuals with:

(@) complete insulin deficiency or type 1 diabetes,

(b) insulin resistant with partial insulin deficiency or type 2 diabetes; and

(c) elevated blood glucose levels induced by pregnancy or gestational diabetes.

(2) The commissioner shall establish, by rule, minimum standards of coverage for diabetes
for [elisabttity] accident and health insurance policies that provide a health insurance benefit before
July 1, 2000.

(3) Inmaking rules under Subsection (2), the commissioner shall require rules:

(a) with durational limits, amount limits, deductibles, and coinsurance for the treatment
of diabetes equitable or identical to coverage provided for the treatment of other illnesses or
diseases; and

(b) that provide coverage for:

(i) diabetes self-management training and patient management, including medical nutrition
therapy as defined by rule, provided by an accredited or certified program and referred by an
attending physician within the plan and consistent with the health plan provisions for
self-management education:

(A) recognized by the federal Health Care Financing [Ageney] Administration; or

(B) certified by the Department of Health; and

(i) the following equipment, supplies, and appliances to treat diabetes when medically
necessary:

(A) blood glucose monitors, including those for the legally blind;
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(B) test strips for blood glucose monitors;

(C) visua reading urine and ketone strips;

(D) lancets and lancet devices,

(E) insulin;

(F) injection aides, including those adaptable to meet the needs of the legally blind, and
infusion delivery systems,

(G) syringes;

(H) prescriptive ora agents for controlling blood glucose levels; and

(I) glucagon kits.

(4) () Before October 1, 2003, the commissioner shall report to the Health and Human
Services Interim Committee on the effects of Section 31A-22-626. The report shall be based on
three years of data and shall include, to the extent possible:

(i) areview of the rules established under Subsection (3);

(i) the change in availability of coverage resulting from this section;

(iii) the extent to which persons have been benefitted by the provisions of this section; and

(iv) theimpact of this section on premiums.

(b) The Legidature shall consider the results of the report under Subsection (4)(a) when
determining whether to reauthorize the provisions of this section.

Section 102. Section 31A-22-630 is amended to read:

31A-22-630. Mastectomy cover age.

(1) If aninsured has coverage that provides medical and surgical benefits with respect to
amastectomy, it shall provide coverage, with consultation of the attending physician and the
patient, for:

(a) reconstruction of the breast on which the mastectomy has been performed;

(b) surgery and reconstruction of the breast on which the mastectomy was not performed
to produce symmetrical appearance; and

(c) prostheses and physical complications with regards to all stages of mastectomy,
including lymphedemas.

(2) (8 Thissection does not prevent [a-disabitity] an accident and health insurer from
imposing cost-sharing measures for health benefits relating to this coverage, if cost-sharing

measures are not greater than those imposed on any other medical condition.
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4678 (b) For purposes of this Subsection (2), cost-sharing measures include imposing a
4679  deductible or coinsurance requirement.

4680 (3) Written notice of the availahility of the coverage described in Subsection (1) shall be
4681  delivered to the participant:

4682 (@) upon enrollment; and

4683 (b) annually after the enroliment.

4684 Section 103. Section 31A-22-631 is enacted to read:

4685 31A-22-631. Policy summary or illustration.

4686 (1) (a) Except as provided in Subsection (1)(b), at the time a life insurance policy is

4687  delivered, a policy summary or illustration shall be delivered for the life insurance policy if:

4688 (i) thelife insurance policy includes riders or supplemental benefits, including accelerated
4689  benefits; and

4690 (ii) receipt of benefits under the life insurance policy is contingent upon morbidity

4691  requirements.

4692 (b) Inthe case of adirect response solicitation, the insurer shall deliver the policy summary
4693  orillugtration at the sooner of:

4694 (i) the applicant's request; or

4695 (i) at the time of policy delivery regardless of whether the applicant requests a policy
4696  summary or illustration.

4697 (2) In addition to complying with all applicable requirements, the policy summary or

4698 illustration shall include:

4699 (a) aclear and prominent disclosure of how the rider or supplemental benefit interacts with

4700 other components of the policy, including deductions from death benefits and policy values;

4701 (b) anillustration for each covered person of:

4702 (i) the amount of benefits;

4703 (i) thelength of benefits; and

4704 (iii) the guaranteed lifetime benefits, if any;

4705 (c) adisclosure of the maximum premiums for the rider or supplemental benefit;

4706 (d) any exclusions, reductions, or limitations on the benefits of the rider or supplemental

4707  benefit; and
4708 (e) if applicable to the policy type:
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(i) adisclosure of the effects of exercising other rights under the policy; and

(i) guaranteed maximum lifetime benefits.

Section 104. Section 31A-22-632 is enacted to read:

31A-22-632. Report to policy holder.

(1) Aninsurer shall provide the policyholder a monthly report if an accident and health

rider or supplemental benefit is:
(a) funded through a life insurance vehicle by acceleration of the death benefit; and
(b) in benefit payment status.
(2) The report required by Subsection (1) shall include:
(a) any rider or supplemental benefits paid out during the month;

(b) an explanation of any changes in the policy due to rider or supplemental benefits being

paid out such as.
(i) death benefits; or
(i) cashvalues; and
(c) the amount of the rider or supplemental benefits existing or remaining.
Section 105. Section 31A-22-701 is amended to read:
Part VII. Group Accident and Health I nsurance

31A-22-701. Groups€ligible for group or blanket insurance.

(1) A group or blanket [€isabitity] accident and health insurance policy may be issued to:

(@) any group to which agroup life insurance policy may be issued under Sections
31A-22-502 through 31A-22-507;

(b) apolicy issued pursuant to a conversion privilege under Part VII; or

(c) agroup specifically authorized by the commissioner upon a finding that:

(i) authorization is not contrary to the public interest;

(i) the proposed group is actuarialy sound;

(iii) formation of the proposed group may result in economies of scale in administrative,
marketing, and brokerage costs, and

(iv) the health insurance policy, certificate, or other indicia of coverage that will be offered
to the proposed group is substantially equivalent to policies that are otherwise available to similar
groups.

(2) Blanket policies may also be issued to:
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(@) any common carrier or any operator, owner, or lessee of a means of transportation, as
policyholder, covering persons who may become passengers as defined by reference to their travel
status;

(b) an employer, as policyholder, covering any group of employees, dependents, or guests,
as defined by reference to specified hazards incident to any activities of the policyholder;

(c) aninstitution of learning, including a school district, school jurisdictional units, or the
head, principal, or governing board of any of those units, as policyholder, covering students,
teachers, or employees,

(d) any religious, charitable, recreational, educational, or civic organization, or branch of
those organizations, as policyholder, covering any group of members or participants as defined by
reference to specified hazards incident to the activities sponsored or supervised by the
policyholder;

(e) asportsteam, camp, or sponsor of the team or camp, as policyholder, covering
members, campers, employees, officials, or supervisors,

(f) any volunteer fire department, first aid, civil defense, or other similar volunteer
organization, as policyholder, covering any group of members or participants as defined by
reference to specified hazards incident to activities sponsored, supervised, or participated in by the
policyholder;

(9) anewspaper or other publisher, as policyholder, covering its carriers;

(h) an association, including alabor union, which has a constitution and bylaws and which
has been organized in good faith for purposes other than that of obtaining insurance, as
policyholder, covering any group of members or participants as defined by reference to specified
hazards incident to the activities or operations sponsored or supervised by the policyholder;

(i) ahealth insurance purchasing association organized and controlled solely by
participating employers as defined in Section 31A-34-103; and

()) any other class of risks which, in the judgment of the commissioner, may be properly
eligible for blanket [disabitity] accident and health insurance.

(3) Thejudgment of the commissioner may be exercised on the basis of:

(@) individual risks [et];

(b) classof risks; or

(c) both Subsections (3)(a) and (b).
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Section 106. Section 31A-22-702 is amended to read:

31A-22-702. Adjustment of premium rate and application of dividends or rate
reductions.

Any group [elisabttity] accident and health insurance policy may provide for the adjustment

of the rate of premium based upon the experience under the contract. If apolicy dividend is
declared or areduction in rate is made or continued for the first or any subsequent year of
insurance under any policy of group [disabttity] accident and health insurance, the excess, if any,

of the aggregate dividends or rate reductions under the policy and al other group insurance policies
of the policyholder over the aggregate expenditure for insurance under those policies made from
funds contributed by the policyholder, including expenditures made in connection with the
administration of the policies, shall be applied by the policyholder for the sole benefit of insured
employees or members unless the insured employee or member explicitly elects otherwise.

Section 107. Section 31A-22-703 is amended to read:

31A-22-703. Conversion rights on termination of group accident and health
insur ance cover age.

(1) Except as provided in Subsections (2) through (5), all policies of [efsabitity] accident
and health insurance offered on a group basis under this title or Title 49, Chapter 8, Group
Insurance Program Act, shall provide that a person whose insurance under the group policy has
been terminated for any reason, and who has been continuously insured under the group policy or
its predecessor for at least six months immediately prior to termination, is entitled to choose
[etther] a converted individual [ergredp] policy of [eisabitity] accident and health insurance from

the insurer which conforms to Section 31A-22-708 or an extension of benefits under the group
policy as provided in Section 31A-22-714.

(2) Subsection (1) does not apply if the policy:

(@) provides catastrophic, aggregate stop loss, or specific stop loss benefits;

(b) provides benefits for specific diseases or for accidental injuries only, or for dental
service; or

(c) is[athisabitity] an income replacement policy.

(3) Anemployee or group member does not have conversion rights under Subsection (1)

(@) termination of the group coverage occurred because of failure of the group member to
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pay any required individual contribution;
(b) theindividual group member acquires other group coverage covering all preexisting
conditions including maternity, if the coverage existed under the replaced group coverage; or

(i) performed an act or practice that constitutes fraud; or

(i) made an intentional misrepresentation of material fact under the terms of the coverage.

(4) Notwithstanding Subsections (1), (2), and (3), an employee or group member does not
have conversion rights under Subsection (1) if the individual or group member qualifies to
continue coverage under his existing group policy in accordance with the terms of his policy.

(5) (@) Notwithstanding Subsection 31A-22-613(1), an insurer may reduce benefits under
a converted [disabitity] policy covering any person to the extent the benefits provided or available
to that person under one or more of the sources listed under Subsection (5)(b), together with the

(b) The benefits sources referred to under Subsection (5)(a) include:
(i) benefits under another insurance policy; and

(i) benefits under any arrangement of coverage for individuals in a group, whether on an
insured or an uninsured basig +and)].

[ benefitsprovided-fe

of-any-state-or-federat-aw-|
(6) (a) The conversion policy shall provide maternity benefits equal to the maternity

benefits of the group policy until termination of pregnancy that exists on the date of conversion
if:

(i) _one of the following is pregnant on the date of the conversion:
(A) theinsured;
(B) aspouse of the insured; or

(C)_adependent of the insured; and
(ii) the accident and health policy had maternity benefits.
(b) The requirements of this Subsection (6) do not apply to a pregnancy that occurs after
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the date of conversion.
Section 108. Section 31A-22-704 is amended to read:
31A-22-704. Conversion rules and procedures.

(1) Written application for the converted policy shall be made and the first premium paid
to the insurer no later than 60 days after termination of the group [eisabitity] accident and health
insurance.

(2) The converted policy shall be issued without evidence of insurability.

(3) (@ Theinitia premium for the converted policy for the first 12 months and subsequent
renewal premiums shall be determined in accordance with premium rates applicable to age, class
of risk of the person, and the type and amount of insurance provided[-]; and

(b) theinitial premium for the first 12 months may not be raised based on pregnancy of

acovered insured.

(4) Conditions pertaining to health are not an acceptable basis for classification under this
section.

(5) The premium for converted [eisabittty] policies shall be payable monthly or quarterly
as required by the insurer for the policy form and plan selected, unless another mode of premium
payment is mutually agreed upon.

(6) The converted policy becomes effective at the time the insurance under the group
policy terminates.

(7) The converted policy covers the employee or member and the dependents who were
covered by the group policy on the date of termination of insurance. At the option of the insurer,
a separate converted policy may be issued to cover any dependent.

Section 109. Section 31A-22-705 is amended to read:

31A-22-705. Provisionsin conversion palicies.

(1) A converted policy may include a provision under which the insurer may request from
the person covered, information in advance of any premium due date as to whether there is other
coverage as specified under Subsection 31A-22-703(4).

(2) The converted policy may provide that the insurer may refuse to renew the policy or
the coverage of any person insured:

[€8 stred
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[€e)] (@) for fraud or [matertal] intentional misrepresentation of a material fact in applying

for any benefits under the converted policy; or

[€ehy] (b) for any other reason approved by the commissioner by rule or order.

(3) [Ne] Aninsurer may not be required to issue a converted policy which provides
benefits in excess of those provided under the group policy from which conversion is made.

(4) [Ne] A converted policy may not exclude a preexisting condition not excluded under
the group policy.

(5) During thefirst policy year, the converted policy may provide that the benefits payable
under the converted policy, together with the benefits paid for the individual under the group
policy, do not exceed those that would have been payable had the individual's insurance under the
group policy remained in force and effect.

Section 110. Section 31A-22-715 is amended to read:

31A-22-715. Optional rider for alcohol and drug dependency treatment.

Each group [efsabtity] accident and health insurance policy shall contain an optional rider

allowing certificate holders to obtain coverage for alcohol or drug dependency treatment in
programs licensed by the Department of Human Services, under Title 62A, Chapter 2, inpatient
hospitals accredited by the joint commission on the accreditation of hospitals, or facilities licensed
by the Department of Health.

Section 111. Section 31A-22-716 is amended to read:

31A-22-716. Required provision for notice of ter mination.

(1) Every policy for group or blanket [disabitity] accident and health coverage issued or

renewed after July 1, 1990, shall include a provision that obligates the policyholder to give 30 days
prior written notice of termination to each employee or group member and to notify each employee
or group member of hisrights to continue coverage upon termination.

(2) Aninsurer's monthly notice to the policyholder of premium payments due shall include
a statement of the policyholder's obligations as set forth in Subsection (1). Insurers shall provide
a sample notice to the policyholder at least once a year.

Section 112. Section 31A-22-717 is amended to read:

31A-22-717. Provisions pertaining to service members and their families affected by
Operation Desert Shield and Operation Desert Storm.

For any group or blanket [elisabitity] accident and health coverage, an insurer:
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(1) may not refuse to reinstate an insured or his family whose coverage lapsed due to the
insured's participation in Operation Desert Shield or Operation Desert Storm provided application
is made within 180 days of release from active duty;

(2) shal reinstate an insured in full upon payment of the first premium without the
requirement of awaiting period or exclusion for preexisting conditions or any other underwriting
requirements that were covered previoudly; and

(3) may not increase the insured's premium in excess of what it would have been increased
in the normal course of time had the insured not participated in Operation Desert Shield or
Operation Desert Storm.

Section 113. Section 31A-22-720 is amended to read:

31A-22-720. Mental health parity.

(1) (8 A group [disabittty] accident and health plan offered by an insurer shall comply
with Subsection (1)(b) if the group disahility plan:

(i) applies an aggregate lifetime limit to plan payments for medical or surgical services
covered by the group [€isabittty] accident and health plan; and

(if) provides a mental health benefit.

(b) A group [disabttity] accident and health plan described in Subsection (1)(a) shall:

(i) include in the aggregate lifetime limit for medical or surgical services covered by the
group [disabttity] accident and health plan the payments made under the plan for mental health
services, or

(i) establish a separate aggregate lifetime limit to plan payments for mental health services
covered by the group [€isabitity] accident and health plan, but only if the dollar amount of the
aggregate lifetime limit for mental health services covered by that plan is equal to or greater than

the dollar amount of the aggregate lifetime limit for medical or surgical services covered by that
plan.

(2) (&) A group [disabitity] accident and health plan offered by an insurer shall comply
with Subsection (2)(b) if the group [disabitity] accident and health plan:

(i) applies an annual limit to plan payments for medical or surgical services covered by the
group [efsabttity] accident and health plan; and

(i) provides a mental health benefit.

(b) A group [disabttity] accident and health plan described in Subsection (2)(a) shall:
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(1) include in the annual limit for medical or surgical services covered by the group
[elisabitity] accident and health plan the payments made under the plan for mental health services,
or

(if) establish a separate annual limit to plan payments for mental health services covered
by the group [€lisabitity] accident and health plan, but only if the dollar amount of the annual limit
for mental health services covered by that plan is equal to or greater than the dollar amount of the

annual limit for medical or surgical services covered by that plan.
(3) Thissection does not prohibit a group [eisabitity] accident and health plan offered by
an insurer from:

(@) using other forms of cost containment not prohibited under Subsection (1); or

(b) applying requirements that make distinctions between acute care and chronic care.

(4) This section does not apply to:

(@) benefitsfor:

(i) substance abuse; or

(i) chemical dependency; or

(b) [esabitity] accident and health benefits or plans paid under Title XV11 or X1X of the
Socia Security Act.

(5) (@) This section does not apply to plans maintained by employers that employ less than

50 employees.

(b) For purposes of determining whether an employer is exempt under Subsection (5)(a):

(i) if the employer was not in existence throughout the preceding calendar year, the number
of employees of the employer is determined based on the average number of employees that the
employer is reasonably expected to employ on business days in the calendar year for which the
determination is made; and

(i) asused in this Subsection (5), "employer" includes a predecessor of the employer.

Section 114. Section 31A-22-801 is amended to read:

31A-22-801. Scope of part.

(1) Except as provided under Subsection (2), al life insurance and [disabitity] accident and
health insurance in connection with loans or other credit transactions are subject to this part.

(2) (8 Insurance in connection with aloan or other credit transaction of more than ten
years duration is not subject to this part, but is subject to other provisions of thistitle.
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4957 (b) Isolated transactions on the part of an insurer [whieh| that are not related to an
4958  agreement or plan for insuring debtors of the creditor are not subject to this part.

4959 Section 115. Section 31A-22-802 is amended to read:

4960 31A-22-802. Definitions.

4961 Asused in Part VIII:

4962 (1) "Credit [elisabitity] accident and health insurance" means [€lisabitity] insurance on a

4963  debtor to provide indemnity for payments coming due on a specific loan or other credit transaction
4964  while the debtor is disabled.

4965 (2) "Credit life insurance" means life insurance on the life of a debtor in connection with
4966  a specific loan or credit transaction.

4967 (3) "Credit transaction" means any transaction under which the payment for money loaned
4968  or for goods, services, or properties sold or leased is to be made on future dates.

4969 (4) "Creditor" means the lender of money or the vendor or lessor of goods, services, or
4970  property, for which payment is arranged through a credit transaction, or any successor to the right,
4971  title, or interest of any lender or vendor.

4972 (5) "Debtor" means a borrower of money or a purchaser, including a lessee under alease
4973  intended as security, of goods, services, or property, for which payment is arranged through a credit
4974  transaction.

4975 (6) "Indebtedness’ means the total amount payable by a debtor to a creditor in connection
4976  with acredit transaction, including principal finance charges and interest.

4977 (7) "Net indebtedness’ means the total amount required to liquidate the indebtedness,
4978  exclusive of any unearned interest, any insurance on the monthly outstanding balance coverage,
4979  or any finance charge.

4980 (8) "Net written premiums’ means gross written premiums minus refunds on termination.
4981 Section 116. Section 31A-22-803 is amended to read:

4982 31A-22-803. Forms of insurance permitted.

4983 Credit life insurance and credit [elisabitity] accident and health insurance may be issued
4984  only in the following forms:

4985 (1) individual policies of term life insurance issued to debtors;

4986 (2) individual policies of term [elisabitity] accident and health insurance issued to debtors,

4987  or [eisabtity] accident and health benefit provisionsin individual policies of credit life insurance;
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(3) group policies of term life insurance issued to creditors, providing insurance upon the
lives of debtors;
(4) group policies of term [disabttity]| accident and health insurance issued to creditors

insuring debtors, or [disabitity] accident and health benefit provisions in group credit life insurance

policies.

Section 117. Section 31A-22-804 is amended to read:

31A-22-804. Limitations on amounts of insurance.

(1) Except as provided under Subsection (2), the initial amount of credit life insurance on
the life of any one debtor may not exceed the total amount repayable under the contract of
indebtedness.  Where an indebtedness is repayable in substantially equal periodic installments,
the amount of insurance may not exceed the scheduled or actual amount of unpaid indebtedness,
whichever is greater.

(2) Subsection (1) does not apply to:

() insurance on agricultural credit transaction commitments not exceeding the
commitment period, which may be written for the amount of the commitment on a nondecreasing
or level term plan;

(b) insurance on educational credit transaction commitments, which may be written to
include the portion of the commitment that has not been advanced by the creditor;

(c) insurance on preauthorized lines of credit not exceeding the commitment period which
may be written for the preauthorized amount on a nondecreasing or level term plan, whether
secured or unsecured[:]; and

(d) insurance on any other class of lawful credit transaction or commitment, which in the
commissioner's opinion does not require the application of the restrictions under Subsection (1),
in which case the commissioner may authorize by rule a class exception to Subsection (1).

(3) Thetota amount of indemnity payable by credit [disabttity] accident and health
insurance in the event of disability, as defined in the policy, may not exceed the aggregate of the

periodic scheduled unpaid installments of the indebtedness. The amount of each periodic
indemnity payment may not exceed the total amount repayable under the contract of indebtedness
divided by the number of periodic installments.

Section 118. Section 31A-22-805 is amended to read:

31A-22-805. Beginning date of insurance.
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(1) Except as provided under Subsection (2), any credit life insurance or credit [elisabtity]
accident and health insurance, subject to acceptance by the insurer, commences on the date when
the debtor becomes obligated to the creditor.

(2) () Where agroup policy provides coverage for existing obligations, the insurance on

adebtor with respect to that indebtedness commences on the effective date of the policy.

(b) Where evidence of insurability is required and the evidence is furnished more than 30
days after the debtor becomes obligated to the creditor, the insurance may commence when the
insurance company determines the evidence of insurability to be satisfactory. In this event, the
insurer shall make an appropriate refund or adjustment of any charge to the debtor for insurance.

(3) Theinsurance may not extend more than 15 days beyond the scheduled maturity date
of the indebtedness, unlessit does so at no additional cost to the debtor.

(4) If the indebtedness is discharged due to renewal or refinancing prior to the scheduled
maturity date, the insurance in force shall terminate before any new insurance may be issued in
connection with the renewed or refinanced indebtedness. In all cases of termination prior to
scheduled maturity, a refund shall be paid or credited as provided in Section 31A-22-808.

Section 119. Section 31A-22-806 is amended to read:

31A-22-806. Provisions of policies and certificates.

(1) All credit life insurance and credit [dtsabttity] accident and health insurance shall be
evidenced by an individual policy, or, in the case of group insurance, by a certificate of insurance
delivered to the debtor.

(2) Each of these types of policies or certificates shall, in addition to satisfying the

requirements of Chapter 21, set forth:

(@) the name and home office address of the insurer;

(b) the identity, by name or otherwise, of the persons insured;

(c) therate, premium, or amount of payment by the debtor, if any, given separately for
credit life insurance and credit [elisabitity] accident and health insurance;

(d) adescription of the amount, term, and coverage, including any exceptions, limitations,

and restrictions;

(e) that the benefits shall be paid to the creditor to reduce or extinguish the unpaid
indebtedness; and

(f) that whenever the amount of insurance exceeds the unpaid indebtedness, that excess
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is payable to a beneficiary, other than the creditor, named by the debtor or to the debtor's estate.

(3) Except as provided in Subsection (4), the policy or certificate shall be delivered to the
debtor within 30 days after the date when the indebtedness is incurred.

(4) (&) If the policy or certificate is not delivered to the debtor within 30 days after the date
the indebtedness is incurred, a copy of the application for the policy or a notice of proposed
insurance shall be delivered to the debtor.

(b) The application or the notice shall be signed by the debtor and shall set forth:

(i) the name and home office address of the insurer;

(i) the name of the debtor;

(iii) the premium or amount of payment by the debtor, if any, separately for credit life
insurance and credit [eisabitity] accident and health insurance; and

(iv) theamount, term, and a brief description of the coverage provided.

(c) The copy of the application for or notice of proposed insurance, shall also refer
exclusively to insurance coverage, and shall be separate from the loan, sale, or other credit
statement of account or instrument, unless the information required by this Subsection (4)(c) is
prominently set forth therein.

(d) Upon acceptance of the insurance by the insurer and within 60 days after the later of
the date on which the indebtedness is incurred or the date on which the credit life or credit
[elisabitity] accident and health policy was purchased, the insurer shall deliver the individual policy
or group certificate of insurance to the debtor.

(e) The application or notice shall state that upon acceptance by the insurer, the insurance
is effective as provided in Section 31A-22-805.

(5) If the named insurer does not accept the risk, the debtor shall receive a policy or
certificate of insurance setting forth the name and home office address of the substituted insurer
and the amount of the premium to be charged. If the premium is less than that set forth in the
notice of proposed insurance, an appropriate refund shall be made.

(6) If acreditor makes available to the debtors more than one plan of credit life or credit
[elfsabtity] accident and health insurance, all debtors must be informed of the plans applicable to
the specific type of loan transaction for which the debtor is applying.

Section 120. Section 31A-22-807 is amended to read:

31A-22-807. Filing and approval of forms-- Lossratio standar ds.
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(1) All forms of policies, certificates of insurance, statements of insurance, endorsements,
and ridersintended for use in Utah are subject to Section 31A-21-201.

(2) Inaddition to the grounds for disapproval under Subsection 31A-21-201(3), it isa
ground for disapproval that the benefits provided in the form are not reasonable in relation to the
premium charge.

(3) Inascertaining whether the benefits are reasonable in relation to the premium charged,
the commissioner shall consider the mortality cost of the life insurance and the morbidity cost of
the [disabiity] accident and health insurance, and the reserves set up for the payment of claims

unreported or in the process of settlement. The benefits are considered reasonable in relation to
the premium charged if the premium rate charged develops or may reasonably be expected to
develop alossratio of not less than 50% for credit life insurance and not less than 55% for credit
[elfsabitity] accident and health insurance given the above costs.

(4) Benefits are considered reasonable in relation to premium charged if the ratio of claims

incurred to premium earned during the most recent four-year period at the rates in use produces
alossratio that is equal to or exceeds the minimum loss ratio standard specified in Subsection (3).

(5) If the minimum loss ratio test produces aloss ratio that exceeds Subsection (4)'s
minimum loss ratio standard by five percentage points or more, the insurer may file for approval
and use rates that are higher than prima facie rates, if it can be expected that the use of those higher
rates will continue to produce aloss ratio for the accounts to which they are applied that will
satisfy the minimum loss ratio test.

(6) If the minimum loss ratio test produces aloss ratio that is lower than Subsection (4)'s
minimum loss standard by five percentage points or more, the commissioner may require that the
insurer file adjusted rates that can be expected to produce aloss ratio that will satisfy the minimum
loss ratio test, or to submit reasons acceptable to the commissioner why the insurer should not be
required to file these adjusted rates.

Section 121. Section 31A-22-808 is amended to read:

31A-22-808. Premiumsand refunds.

(1) Each policy, certificate, or statement of insurance shall provide that in the event of
termination of the insurance prior to the scheduled maturity date of the indebtedness, any refund
of an amount paid by the debtor for insurance shall be paid or credited promptly to the person
entitled to it. The formula used in computing the refund shall be filed with and approved by the
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commissioner under Chapter 21, Part 1. No refund is required if it would be less than $5.
(2) If acreditor requires a debtor to make any payment for credit life or credit [eisabtity]
accident and health insurance and an individual policy, certificate, or statement of insurance is not

issued, the creditor shall immediately give written notice to the debtor and credit the account.

(3) The amount charged the debtor for credit life or [disabttity] accident and health
insurance may not exceed the premiums charged by the insurer as computed at the time the charge
to the debtor is determined.

Section 122. Section 31A-22-809 is amended to read:

31A-22-809. Right of debtor to chooseinsurer.

When credit life insurance or credit [elfisabtity] accident and health insurance is required
as security for any indebtedness, the creditor shall inform the debtor of the debtor's option to

furnish the required insurance through existing policies of insurance owned or controlled by the
debtor or to procure and furnish the required coverage through any insurer authorized to transact
life or [elisabitity] accident and health insurance in Utah.

Section 123. Section 31A-22-1002 is amended to read:

31A-22-1002. Duration of coverage.

(1) Any insurer assuming aworkers compensation risk shall carry it until the policy is

canceled, either:

(@) by agreement between the Division of Industrial Accidentsin the Labor Commission,
the insurer, and the employer; or

(b) after:

(i) [36-days] notice by the insurer to the employer as provided in Section 31A-21-303; and

(i) notice to the Division of Industrial Accidents in the Labor Commission as provided
in Section 34A-2-205.

(2) Subsection (1) does not affect the requirements of Section 31A-22-1001.

Section 124. Section 31A-22-1101 is amended to read:

31A-22-1101. Combination of lines.

(1) Legal expense insurance may be transacted alone or together with life insurance,

[elisabitity] accident and health insurance, or casualty insurance.

(2) [Ne] Aninsurer may not transact liability insurance and also issue legal expense
insurance policies providing coverage for the expense of enforcing claims against third persons,
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unless the requirements of Subsection (3) are met and the commissioner is satisfied that the
interests of policyholders of legal expense insurance policies are not endangered by potential
conflicts of interest within the insurer.

(3) Adequate precautions shall be taken to make sure that the handling of an insured's
claim for legal assistance in enforcing a claim against a third person is not affected by the insurer's
actual or potential obligation as a liability insurer to pay the claim for the third person. These
precautions may include:

(@) aprovisioninthe policy that claims against third persons shall be handled exclusively
by attorneys selected by the insureds themselves rather than by the insurer, that no information
about the case other than the name of the defendant and the nature of the claim may be made
available to the insurer, and that the insurer may not interfere with the handling of the case; or

(b) organizational separation between the legal expense and the liability insurance
departments with respect to management, accounting, record keeping, and claims handling, with
appropriate rules and procedures, satisfactory to the commissioner, to prevent the exchange of
information between the two departments about details of cases.

Section 125. Section 31A-22-1401 is amended to read:

31A-22-1401. Application.

(1) Therequirements of this part apply to individual policies and to group policies and
certificates marketed in this state on or after July 1, [£99%] 2001, other than employee and labor
union group policies and certificates.

(2) Entities subject to this part shall comply with other applicable insurance laws and rules
unless they are in conflict with this part.

(3) Thelaws, regulations, and rules designed and intended to apply to Medicare
supplement insurance policies may not be applied to long-term care insurance.

(4) Any policy or rider advertised, marketed, or offered as long-term care or nursing home
insurance shall comply with the provisions of this part.

Section 126. Section 31A-22-1402 is amended to read:

31A-22-1402. Definitions.

Unless the context requires otherwise, the following definitions apply in this part:

(1) "Applicant” means:

(a) inthe case of anindividual long-term care insurance policy, the person who seeks to
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contract for benefits, and
(b) inthe case of agroup long-term care insurance policy, the proposed certificate holder.

[ C ong-temCarenSutanCe—Mm eansanymSaantCe Poity ™o e aaverasSet

(2) Notwithstanding Section 31A-1-301,"certificate' means a certificate issued under a
group long-term care insurance policy if the group long-term care insurance policy is delivered or

issued for delivery in this state.

(3) Notwithstanding Section 31A-1-301, "policy" means a policy, contract subscriber

agreement, rider, or endorsement, if the policy, contract subscriber agreement, rider, or

endorsement is delivered or issued:
(a) inthis state; and
(b) by:
(i) aninsurer;
(i) afraternal benefit society:;
(iii) anonprofit health, hospital, or medical service corporation;

(iv) aprepaid health plan;

(v) ahealth maintenance organization; or
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(vi) an entity Similar to an entity described in Subsections (4)(b)(i) through (v).

Section 127. Section 31A-22-1407 is amended to read:

31A-22-1407. Restricted conditional terms.

(1) A long-term care insurance policy may not contain a provision that conditions
eligibility:

(a) [eonditions-etigibiity] for any benefits on a prior hospitalization requirement; [of]

(b) [eonditionsetigibtity] for benefits provided in an institutional care setting on the
receipt of a higher level of institutional care[:]; or

(c) for any benefits on a prior institutionalization requirement except for dligibility for:

(i) waiver of premium;

(ii) post confinement;

(iii) post-acute care; or

(iv) recuperative benefits.
(2) A long-term care insurance pollcy containing [any-Hmitattons-orcondittonsfor

] post confinement, post-acute care, or

recuperative benefits shall clearly label the limitations or conditions, including any required

number of days of confinement in a separate paragraph of the policy or certificate that is entitled

"Limitations or Conditions on Eligibility for Benefits."

(3) A long-term care insurance policy or rider that conditions €ligibility of noninstitutiona

benefits on the prior receipt of institutional care may not require a prior institutional stay of more
than 30 days.

Section 128. Section 31A-22-1409 is amended to read:

31A-22-1409. Statements of coverage.

(1) Anoutline of coverage shall be delivered to a prospective applicant for long-term care

insurance at the time of initial solicitation through means which prominently direct the attention
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of the applicant to the document and its purpose.

(2) The commissioner may prescribe a standard format of an outline of coverage, including
style, arrangement, and overall appearance, and the content.

(3) Inthe case of agent solicitations an agent must deliver the outline of coverage prior to
the presentation of any application or enrollment form.

(4) Inthe case of direct response solicitations, the outline of coverage must be presented
in conjunction with any application or enrollment form.

(5) Anoutline of coverage under this section shall include:

(@) adescription of the principal benefits and coverage provided in the policy;

(b) astatement of the principal exclusions, reductions, and limitations contained in the
policy;

(c) astatement of the terms under which the policy or certificate, or both, may be
continued in force or discontinued, including any reservation in the policy of aright to change
premium;

(d) aspecific description of continuation or conversion provisions of group coverage;

(e) astatement that the outline of coverage is not a contract of insurance but a summary
only and that the policy or group master policy contains governing contractual provisions,

(f) adescription of the terms under which the policy or certificate may be returned and
premium refunded; [and]

(g) abrief description of the relationship of cost of care and benefity-]; and

(h) astatement that disclosesto the policyholder or certificate holder whether the policy

isintended to be afederally tax-qualified, long-term care insurance contract under Section
7702B(b), Internal Revenue Code.

(6) A certificate issued pursuant to a group long-term care insurance policy, which policy
is delivered or issued for delivery in this state, shall include:

(@) adescription of the principal benefits and coverage provided in the policy;

(b) astatement of the principal exclusions, reductions, and limitations contained in the
policy; [an]

(c) astatement that the group master policy determines governing contractual
provisiong-]; and

(d) astatement that any long-term care inflation protection option required by rule is not
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available under the policy.

(7) _If an application for along-term care contract or certificate is approved, the issuer shall

deliver the contract or certificate of insurance to the applicant no later than 30 days after the date

of approval.
[€A] (8) At thetime of policy delivery, a policy summary shall be delivered for an

individual life insurance policy which provides long-term care benefits within the policy or by
rider. Inthe case of direct response solicitations, the insurer shall deliver the policy summary upon
the applicant’s request. However, the insurer shall deliver the summary to the applicant no later
than at the time of policy delivery regardiess of request. In addition to complying with all
applicable requirements, the summary shall also include:

(@) an explanation of how the long-term care benefit interacts with other components of
the policy, including deductions from death benefits;

(b) anillustration for each covered person of the amount of benefits, the length of benefit,
and the guaranteed lifetime benefits if any;

(c) any exclusions, reductions, and limitations on benefits of long-term care; and

(d) if applicable to the policy type, the summary shall also include:

(i) adisclosure of the effects of exercising other rights under the policy;

(i) adisclosure of guarantees related to long-term care costs of insurance charges; and

(iii) current and projected maximum lifetime benefits.

(9) The provisions of the policy summary required under Subsection (8) may be

incorporated into:
(a) abascillustration; or
(b) the life insurance policy summary required to be delivered in accordance with rule.
Section 129. Section 31A-22-1411 is amended to read:
31A-22-1411. Incontestability period.
(1) For apolicy or certificate that has been in force for less than six months, an insurer may

rescind along-term care insurance policy or certificate upon a showing of misrepresentation that
is material to the acceptance for coverage.

(2) For apolicy or certificate that has been in force for at least six months but less than two
years, an insurer may rescind a long-term care insurance policy or certificate upon a showing of
misrepresentation that:
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(@) ismateria to the acceptance for coverage; and
(b) pertainsto the condition for which benefits are sought.
(3)_If aninsurer has paid benefits under along-term care insurance policy or certificate,

the benefit payments may not be recovered by the insurer if the policy or certificate is rescinded.
(4) (a) Inthe event of the death of the insured:
(i) this section may not apply to the remaining death benefit of alife insurance policy or

certificate that accelerates benefits for long-term care; and

(ii) the remaining death benefits under the policy or certificate shall be governed by
Section 31A-22-403 or 31A-22-514.

(b) In adgtuation other than a situation described in Subsection (4)(a), this section shall
apply to life insurance policies or certificates that accelerate benefits for long-term care.

Section 130. Section 31A-22-1412 is amended to read:

31A-22-1412. Nonforfeiture benefits.

(1) (& A long-term care insurance policy or certificate may not be delivered or issued for

delivery in this state unless the [tssuer-of the-potiey-or-eertificate-offersnonforfetture-benefits to

has been offered the option of purchasing a policy or certificate including a nonforfeiture benefit.

(b) The offer of a nonforfeiture benefit under Subsection (1)(a) may bein the form of a
rider that is attached to the policy.
(c) If the policyholder or certificate holder declines the nonforfeiture benefit offered under

this Subsection (1), the insurer shall provide a contingent benefit upon lapse of the policy or

certificate that is available for a specified period of time following a substantial increase in

premium rates.
(d) (i) Except as provided in Subsection (1)(d)(ii), if a group long-term care insurance

policy isissued, the offer required in this Subsection (1) shall be made to the group policyholder.
(ii) If the policy isissued to a group authorized under Section 31A-22-509, the offer
reguired under this Subsection (1) shall be made to each proposed certificate holder.
(2) The commissioner shall make rules.

(@) specifying the types of nonforfeiture benefits [and] to be offered as part of along-term

care insurance policy or certificate;

(b) specifying the standards for [the] nonforfeiture benefits [to-betrctudecHthepotictes




5329
5330
5331
5332
5333
5334
5335
5336
5337
5338
5339
5340
5341
5342
5343
5344
5345
5346
5347
5348
5349
5350
5351
5352
5353
5354
5355
5356
5357
5358
5359

01-11-01 5:56 PM S.B. 100

and-eertificates:]; and
(c) regarding contingent benefits upon lapse, including a determination of:

(i) the specified period of time during which a contingent benefit upon lapse will be

available as provided in Subsection (1); and

(ii) the substantial premium rate increase that triggers a contingent benefit upon lapse as
provided in Subsection (1).

Section 131. Section 31A-22-1413 is enacted to read:

31A-22-1413. Claim information.

If a claim under a long-term care insurance contract is denied, within 60 days of the date

awritten request by the policyholder or arepresentative of a policyholder isfiled with the insurer,
the insurer shall:

(1) provide awritten explanation of the reason for the denial; and

(2) make available al information directly related to the denial.

Section 132. Section 31A-22-1414 is enacted to read:

31A-22-1414. Marketing.

A policy or rider shall comply with this part if it is advertised, marketed, or offered as.

(1) long-term care insurance; or

(2) nursing home insurance.

Section 133. Section 31A-23-101 is amended to read:
31A-23-101. Purposes.

The purposes of this chapter include:

(1) promoting the professional competence of insurance agents, brokers, and consultants;

(2) providing maximum freedom of marketing methods for insurance, consistent with the
interests of the Utah public;

(3) preserving and encouraging competition at the consumer level; [and]

(4) regulating insurance marketing practices in conformity with the general purposes of
[thethsarance-Code:] thistitle; and

(5) governing the qualifications and procedures for the licensing of insurance producers.

Section 134. Section 31A-23-102 is amended to read:

31A-23-102. Definitions.

As used in this chapter:
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[(3)] (1) "Actuary" means a person who is a member in good standing of the American

Academy of Actuaries.

[t%] (2) "Agency" means a person other than an individual, and includes a sole
proprietorship by which a natural person does business under an assumed name.

[€5)] (3) "Broker" means an insurance broker or any other person, firm, association, or
corporation that for any compensation, commission, or other thing of value acts or aids in any
manner in soliciting, negotiating, or procuring the making of any insurance contract on behalf of
an insured other than itself.

[€6)] (4) "Bail bond agent” means [any] an individual:

(@) appointed by an authorized bail bond surety insurer or appointed by a licensed bail
bond surety company to execute or countersign undertakings of bail in connection with judicia
proceedings, and

(b) who receives or is promised money or other things of value for this service.

[(A] (B) "Captiveinsurer" means.

(@) an insurance company owned by another organization whose exclusive purpose isto
insure risks of the parent organization and affiliated companies; or

(b) inthe case of groups and associations, an insurance organization owned by the insureds
whose exclusive purpose is to insure risks of member organizations, group members, and their
affiliates.

[€8)] (6) "Controlled insurer" means alicensed insurer that is either directly or indirectly
controlled by a broker.

[€9)] (7) "Controlling broker" means a broker who either directly or indirectly controls an
insurer.

[€26}] (8) "Controlling person" means any person, firm, association, or corporation that
directly or indirectly has the power to direct or cause to be directed, the management, control, or
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5422  activities of areinsurance intermediary.

5423 (9) "Escrow" means alicense category that allows a person to conduct escrows,
5424  settlements, or closings on behalf of:

5425 (a) atitle insurance agency; or

5426 (b) atitleinsurer.

5427 (10) (@) "Financial institution" means:

5428 (i) adepository institution as defined in Section 7-1-103;

5429 (i) any employee or agent of a depository institution; or

5430 (iii) any nondepository affiliate or subsidiary of a depository institution, if the

5431  nondepository affiliate or subsidiary is soliciting the sale or purchase of insurance:

5432 (A) recommended or sponsored by the depository institution;

5433 (B) on the premises of the depository institution; or

5434 (C) in connection with a product offering of the depository institution.

5435 (b) "Financia institution” does not include an insurance company.

5436 (11) "Home state" means any state or territory of the United States or the District of
5437  Columbiain which an insurance producer:

5438 (a) maintains the insurance producer's principal:

5439 (i) place of residence; or

5440 (ii) place of business; and

5441 (b) islicensed to act as an insurance producer.

5442 [(11)] (12) "Insurer” is as defined in Section 31A-1-301, except the following persons or
5443  dimilar persons are not insurers for purposes of Part 6, Broker Controlled Insurers:

5444 (@) dll risk retention groups as defined in:

5445 (i) the Superfund Amendments and Reauthorization Act of 1986, Pub. L. No. 99-499;
5446 (i) the Risk Retention Act, 15 U.S.C. Sec. 3901 et seq.; and

5447 (ii) [FHHe31A;] Chapter 15, Part 11, Risk Retention Groups Act;

5448 (b) al residual market pools and joint underwriting authorities or associations; and
5449 (c) dl captiveinsurers.

5450 (13) "License" is defined in Section 31A-1-301.

5451 (14) "Limited license" means a license that:

5452 (a) isissued for a specific product of insurance; and
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5453 (b) limits an individual or agency to transact only for that product or insurance.

5454 (15) "Limited line insurance” includes:

5455 (a) bail bona;

5456 (b) credit life;

5457 (c) credit disability;

5458 (d) credit property:;

5459 (e) credit unemployment;

5460 (f) involuntary unemployment;

5461 (9) legal expense;

5462 (h) mortgage life;

5463 (i) mortgage guaranty;

5464 (1)_mortgage disability;

5465 (k) motor club;

5466 (1) rental car-related;

5467 (m) travel insurance; and

5468 (n) any other form of limited insurance or insurance offered in connection with an
5469  extension of credit that:

5470 (i) islimited to partially or wholly extinguishing that credit obligation; and

5471 (ii) the commissioner determines should be designated a form of limited line insurance.
5472 (16) (a) "Loan" means an agreement to:

5473 (i) lend money; or

5474 (i) to finance goods or services.

5475 (b) "Loan" does not include any of the following:

5476 (i) the financing of insurance premiums;

5477 (i) aloan from the cash value of an insurance policy; or

5478 (iii) aloan wholly collateralized by securities that are made by a broker or dealer registered
5479 inthisstate under Title 61, Chapter 1, Utah Uniform Securities Act.

5480 [(12)] (17) () "Managing general agent” means any person, firm, association, or
5481  corporation that:

5482 () manages all or part of the insurance business of an insurer, including the management

5483  of aseparate divison, department, or underwriting office;
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(i) actsasan agent for the insurer whether it is known as a managing genera agent,
manager, or other smilar term;

(iif) with or without the authority, either separately or together with ffiliates, directly or
indirectly produces and underwrites an amount of gross direct written premium equal to, or more
than 5% of, the policyholder surplus as reported in the last annual statement of the insurer in any
one guarter or year; and

(iv) [etther] (A) adjustsor pays claimsin excess of an amount determined by the
commissioner[;]; or [that]

(B) negotiates reinsurance on behalf of the insurer.

(b) Notwithstanding Subsection [(22)] (17)(a), the following persons may not be
considered as managing general agent for the purposes of this chapter:

(i) an employee of the insurer;

(i) a[Y-S] United States manager of the United States branch of an aien insurer;

(iii) an underwriting manager that, pursuant to contract:

(A) manages al the insurance operations of the insurer;

(B) isunder common control with the insurer;

(C) issubject to [Fitte-31A;] Chapter 16, Insurance Holding Companies; and

(D) is not compensated based on the volume of premiums written; and

(iv) the attorney-in-fact authorized by and acting for the subscribers of areciprocal insurer
or inter-insurance exchange under powers of attorney.

(18) "Negotiate" means the act of conferring directly with or offering advice directly to a

purchaser or prospective purchaser of a particular contract of insurance concerning any of the

substantive benefits, terms or conditions of the contract if the person engaged in that act:

(a) sdlsinsurance; or

(b) obtains insurance from insurers for purchasers.

[(33)] (19) *
thsareds-anaHhsarers| required to be licensed under the laws of this state to sell, solicit, or
negotiate insurance.

[(14)] (20) "Qualified [U-5:] United States financia institution" means an institution that:

() isorganized or, in the case of a[-5:] United States office of a foreign banking

organization licensed, under the laws of the United States or any state;
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(b) isregulated, supervised, and examined by [U-S;] United States federa or state

t] meets the standards of financial
condition and standing that are considered necessary and appropriate to regulate the quality of
financial institutions whose letters of credit will be acceptable to the commissioner[-] as

determined by:
(i) the commissioner; or

(ii) the Securities Vauation Office of the National Association of |nsurance

Commissioners.

[(15)] (21) "Reinsurance intermediary” means a reinsurance intermediary-broker or a
reinsurance intermediary-manager as these terms are defined in Subsections [(16}] (22) and [(1A)]
(23).

[€16)] (22) "Reinsurance intermediary-broker" means a person other than an officer or
employee of the ceding insurer, firm, association, or corporation who solicits, negotiates, or places
reinsurance cessions or retrocessions on behalf of a ceding insurer without the authority or power
to bind reinsurance on behalf of the insurer.

[(1A] (23) (8) "Reinsurance intermediary-manager” means a person, firm, association, or
corporation who:

(i) hasauthority to bind or who manages all or part of the assumed reinsurance business
of areinsurer, including the management of a separate division, department, or underwriting
office; and

(i) actsasan agent for the reinsurer whether the person, firm, association, or corporation
is known as a reinsurance intermediary-manager, manager, or other similar term.

(b) Notwithstanding Subsection [(+A] (23)(a), the following persons may not be
considered reinsurance intermediary-managers for the purpose of this chapter with respect to the
reinsurer:

(i) an employee of the reinsurer;

(i) a[Y-S] United States manager of the United States branch of an alien reinsurer;

(iii) an underwriting manager that, pursuant to contract:

(A) manages al the reinsurance operations of the reinsurer;
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5546 (B) isunder common control with the reinsurer;

5547 (C) issubject to [Ftte-31A;] Chapter 16, Insurance Holding Companies; and

5548 (D) isnot compensated based on the volume of premiums written; and

5549 (iv) the manager of a group, association, pool, or organization of insurers that:

5550 (A) engageinjoint underwriting or joint reinsurance; and

5551 (B) aresubject to examination by the insurance commissioner of the state in which the

5552  manager's principal business office is located.

5553 [€38}] (24) "Reinsurer" means any person, firm, association, or corporation duly licensed
5554  inthisstate as an insurer with the authority to assume reinsurance.

5555 (25) "Search" means alicense category that allows a person to issue title insurance

5556 commitments or policies on behalf of atitle insurer.

5557 (26) "Sell" meansto exchange a contract of insurance:

5558 (8) by any means;

5559 (b) for money or its equivalent; and

5560 (c) on behalf of an insurance company.

5561 (27) "olicit" means:

5562 (a) attempting to sell insurance; or

5563 (b) asking or urging a person to apply:

5564 (i) for aparticular kind of insurance; and

5565 (i) from a particular insurance company.

5566 [€29}] (28) "Surpluslines broker" means a person licensed under Subsection

5567  31A-23-204(5) to place insurance with unauthorized insurers in accordance with Section
5568  31A-15-103.

5569 (29) "Terminate" means:

5570 (a) the cancellation of the relationship between:

5571 () an insurance producer; and

5572 (i) aparticular insurer; or

5573 (b) the termination of the producer's authority to transact insurance on behalf of a

5574  particular insurance company.

5575 (30) "Title marketing representative’ means a person who:

5576 (8) represents atitle insurer in soliciting, requesting, or negotiating the placing of:
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(i) title insurance; or

(ii) escrow, settlement, or closing services, and

(b) does not have a search or escrow license.
[€26}] (31) "Underwrite" means the authority to accept or reject risk on behalf of the
insurer.

(32) "Uniform application" means the version of the National Association of |nsurance

Commissioner's uniform application for resident and nonresident producer licensing at the time
the application is filed.
(33) "Uniform business entity application” means the version of the National Association

of Insurance Commissioner's uniform business entity application for resident and nonresident

business entities at the time the application is filed.

Section 135. Section 31A-23-201 is amended to read:

31A-23-201. Requirement of license.

(1) (@ Unless exempted from the licensing requirement under [Subsectior{2)-of] Section
31A-23-201.5 or 31A-23-214, a person, including a financial institution may not perform, offer

to perform, or advertise any service as an agent, broker, or consultant in Utah, without avalid
license under Section 31A-23-203.

(b) A person may not utilize the services of another as an agent, broker, or consultant if
[ke] that person knows or should know that the other does not have a license as required by law.

[ AE-COMMISS-ONEeTay Dy Ture-exXxempt-—etati—Cras

(2) This part may not be construed to require an insurer to obtain an insurance producer

license.
(3) [Noe] Aninsurance contract is not invalid as aresult of aviolation of this section.
Section 136. Section 31A-23-201.5 is enacted to read:
31A-23-201.5. Exceptionsto licensing.
(1) The commissioner may not require alicense as an insurance producer of:

(8) an officer, director, or employee of an insurer or of an insurance producer if:
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(i) the officer, director, or employee does not receive any commission on a policy written

or sold to insure risks residing, located, or to be performed in this state; and

(i) (A) the officer's, director's, or employee's activities are:

(1) executive, administrative, managerial, clerical, or a combination of these activities; and

(11) only indirectly related to the sale, solicitation, or negotiation of insurance;

(B) the officer's, director's, or employee's function relates to:

(1) underwriting;

(11) loss control;

(111) inspection; or

(1V) the processing, adjusting, investigating or settling of a claim on a contract of

insurance; or

(C) (1) the officer, director, or employee is acting in the capacity of a special agent or

agency supervisor assisting an insurance producer;

(11) the officer's, director's, or employee's activities are limited to providing technical

advice and assistance to alicensed insurance producer; and

(111) the officer's, director's, or employee's activities do not include the sale, solicitation,

or negotiation of insurance;

(b) aperson who:

(i) is paid no commission for the services described in Subsection (1)(b)(ii); and

(ii) secures and furnishes information for the purpose of:

(A) group life insurance;

(B) group property and casuaty insurance;

(C) group annuities;

(D) aroup or blanket accident and health insurance;

(E) enrolling individuals under plans;

(F) issuing certificates under plans; or

(G) otherwise assisting in administering plans;

(c) aperson who:

(i) is paid no commission for the services described in Subsection (1)(c)(ii); and

(ii) performs administrative services related to mass marketed property and casualty

insurance;
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5639 (d) (i) any of the following if the conditions of Subsection (1)(d)(ii) are met:

5640 (A) an employer or association; or

5641 (B) an officer, director, employee, or trustee of an employee trust plan;

5642 (ii) aperson listed in Subsection (1)(d)(i):

5643 (A) to the extent that the employer, officer, employee, director, or trustee is engaged in the
5644  administration or operation of a program of employee benefits for:

5645 (1) the employer's or association's own employees; or

5646 (1) the employees of a subsidiary or affiliate of an employer or association;

5647 (B) the program involves the use of insurance issued by an insurer; and

5648 (C) the employer, association, officer, director, employee, or trustee is not in any manner

5649 compensated, directly or indirectly, by the company issuing the contract;

5650 (€) an employee of an insurer or organization employed by an insurer who:

5651 (i) isengaging in:

5652 (A) theinspection, rating, or classification of risks; or

5653 (B) the supervision of the training of insurance producers; and

5654 (i) is not individually engaged in the sale, solicitation, or negotiation of insurance;
5655 (f) aperson whose activities in this state are limited to advertising:

5656 (i) without the intent to solicit insurance in this state;

5657 (ii) through communications in mass media including:

5658 (A) aprinted publication; or

5659 (B) aform of electronic mass media;

5660 (iii) that is distributed to residents outside of the state; and

5661 (iv) if the person does not sell, solicit, or negotiate insurance that would insure risks
5662  residing, located, or to be performed in this state;

5663 (g) aperson who:

5664 (i) isnot aresident of this state;

5665 (i) sells, solicits, or negotiates a contract of insurance:

5666 (A) for commercial property and casualty risks to an insured with risks located in more
5667  than one state insured under that contract; and

5668 (B) insuresrisks located in a state in which the person islicensed as provided in

5669  Subsection (1)(g)(iii); and
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(iii) islicensed as an insurance producer to sell, solicit, or negotiate that insurance in the

state where the insured maintains its principa place of business;

(h) if the employee does not sall, solicit, or receive a commission for a contract of

insurance, a salaried full-time employee who counsels or advises the employee's employer relating

to the insurance interests of:

(i) the employer; or

(i) asubsidiary or business affiliate of the employer; or

(i) _an employee of an insurer or of an insurance producer if the employee:

(i) responds to requests from existing policyholders on existing policies;

(ii) is not directly compensated based on the volume of premiums that may result from the

services, and

(iii) does not otherwise sall, solicit, or negotiate insurance.

(2) The commissioner may by rule exempt a class of persons from the license requirement
of Subsection 31A-23-201(1) if:
() the functions performed by the class of persons does not reguire:

(i) _specia competence;

(i) special trustworthiness; or

(iii) regulatory surveillance made possible by licensing; or

(b) other existing safeguards make regulation unnecessary.

Section 137. Section 31A-23-202 is amended to read:

31A-23-202. Application for license.

(1) [Fhe] (a) Subject to Subsection (2) the application for aresident license as an agent,

abroker, or a consultant shall be:

(i) made to the commissioner on forms and in a manner [ke] the commissioner prescribes—
Fhel; and

(i) accompanied by an applicable fee that is not refunded if the application is denied; and

(b) the application for a nonresident license as an agent, a broker, or a consultant shall be:

(1) _made on the uniform application; and

(if) accompanied by an applicable fee that is not refunded if the application is denied.
(2) An application described in Subsection (1) shall provide:
(@) information about the applicant's identity[5];
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(b) the applicant's:

(i) social security number[;];_or
(ii) federa employer identification number;

(c) the applicant's personal history, experience, education, and business record[;-and];

(d) if the applicant is a natural person, whether the applicant is 18 years of age or older;

(e) whether the applicant has committed an act that is a ground for denial, suspension, or
revocation as set forth in Section 31A-23-216; and
(f) any other information the commissioner reasonably requires.

(3) The commissioner may require any documents reasonably necessary to verify the

information contained in an application.

[(3)] (4) [An-epplicant'ssoetat-seearity-numberisa] The following are private [recore]
records under Subsection 63-2-302(1)(g)[:] an applicant's.

(a) social security number; or

(b) federal employer identification number.

Section 138. Section 31A-23-203 is amended to read:

31A-23-203. General requirementsfor license issuance and renewal.

(1) The commissioner shall issue or renew a license to act as an agent, broker, or
consultant to any person who, as to the license classification applied for under Section
31A-23-204:

(@) has satisfied the character requirements under Section 31A-23-205;

(b) has satisfied any applicable continuing education requirements under Section
31A-23-206;

(c) has satisfied any applicable examination requirements under Section 31A-23-207,

(d) has satisfied any applicable training period requirements under Section 31A-23-208;

(e) if anonresident:

(i) has complied with Section 31A-23-209; and

(i) holds an active similar license in that person's state of residence;

(f) asto applicants for licenses to act as title insurance agents, has satisfied the
requirements of Section 31A-23-211; and

(9) has paid the applicable fees under Section 31A-3-103.

(2) (a) This Subsection (2) applies to the following persons:
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5732 (i) an applicant for a pending producer's license; or

5733 (ii) alicensed producer.

5734 (b) A person described in Subsection (2)(a) shall report to the commissioner:

5735 (i) any administrative action taken against the person:

5736 (A) in another jurisdiction; or

5737 (B) by another regulatory agency in this state; and

5738 (i) any criminal prosecution taken against the person in any jurisdiction.

5739 (c) The report required by Subsection (2)(b) shall:

5740 (i) befiled:

5741 (A) at the time the person files the application for a producer's license; or

5742 (B) within 30 days of the initiation of an action or prosecution described in Subsection
5743 2)(b); and

5744 (i) include a copy of the complaint or other relevant legal documents related to the action
5745  or prosecution described in Subsection (2)(b).

5746 [3)] (3) (&) The department may request:

5747 (i) criminal background information maintained pursuant to Title 53, Chapter 10, Part 2,
5748  from the Bureau of Criminal Identification; and

5749 (i) complete Federal Bureau of Investigation criminal background checks through the
5750 national criminal history system.

5751 (b) Information obtained by the department from the review of criminal history records
5752  received under Subsection [2)] (3)(a) shall be used by the department for the purposes of:

5753 (i) determining if a person satisfies the character requirements under Section 31A-23-205
5754  for issuance or renewal of alicense;

5755 (if) determining if a person has failed to maintain the character requirements under Section
5756  31A-23-205; and

5757 (iii) preventing persons who violate the federal Violent Crime Control and Law

5758 Enforcement Act of 1994, 18 U.S.C. Secs. 1033 and 1034, from engaging in the business of
5759 insurancein the state.

5760 (c) If the department requests the criminal background information, the department shall:
5761 (i) pay to the Department of Public Safety the costs incurred by the Department of Public
5762  Safety in providing the department criminal background information under Subsection [(2)}]
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3)@)(i);

(i) pay to the Federal Bureau of Investigation the costs incurred by the Federal Bureau of
Investigation in providing the department criminal background information under Subsection[(2}]
(3)(a)(ii); and

(iii) charge the person applying for alicense or for renewal of alicense afee equal to the
aggregate of Subsections [2)] (3)(c)(i) and (ii).

Section 139. Section 31A-23-204 is amended to read:

31A-23-204. License classifications.

[teenses] A resident or nonresident license issued under this chapter shall be issued under

the classifications described under Subsections (1) through (6). These classifications are intended
to describe the matters to be considered under any education, examination, and training required
of license applicants under Sections 31A-23-206 through 31A-23-208.

(1) [Agent] Anagent and broker license [etasstfteationsthctuee] classification includes:

(@) lifeinsurance, including nonvariable [anfdities] contracts;

(b) variable [annuittes] contracts,

(c) [disability] accident and health insurance, including contracts issued to policyholders

under Chapter 7 or 8;
(d) property/liability insurance, which includes:
(i) property insurance;
(ii) liability insurance;
(iii) surety and other bonds; and
(iv) policies containing any combination of these coverages;
(e) title insurance under one of the following categories:
(i) search, including authority to act as atitle marketing representative;
(i) escrow, including authority to act as atitle marketing representative;
(iii) search and escrow, including authority to act as atitle marketing representative; and
(iv) title marketing representative only; and
(f) workers compensation insurance.
(2) [Eimited] A limited license [produet] classification includes:
(a) credit life and credit [disabitity] accident and health insurance;
(b) travel insurance;
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(c) motor club insurance;

(d) car renta related insurance;

(e) credit involuntary unemployment insurance [and];

(f) credit property insurance;

[€5] (q) bail bond agent; and

[€e9] (h) customer service representative.

(3) [Eonsdttant] A consultant license classification includes:

(a) lifeinsurance, including nonvariable [annttities| contracts;

(b) variable [annuities] contracts,

(c) [disabitity] accident and health insurance, including contracts issued to policyholders

under Chapter 7 or 8;

(d) property/liability insurance, which includes:

(i) property insurance;

(ii) liability insurance;

(iii) surety and other bonds; and

(iv) policies containing any combination of these coverages; and

(e) workers compensation insurance.

(4) A holder of licenses under Subsections (1)(a) and (1)(c) has all qualifications necessary
to act as a holder of alicense under Subsection (2)(a).

(5) (8 Upon satisfying the additional applicable requirements, a holder of a brokers license
may obtain alicense to act as a surplus lines broker.

(b) A licenseto act asasurplus lines broker gives the holder the authority to arrange
insurance contracts with unauthorized insurers under Section 31A-15-103, but only as to the types
of insurance under Subsection (1) for which the broker holds a brokers license.

(6) The commissioner may by rule recognize other agent, broker, limited license, or
consultant license classifications as to kinds of insurance not listed under Subsections (1), (2), and
(3).

Section 140. Section 31A-23-206 is amended to read:

31A-23-206. Continuing education requirements -- Regulatory authority.

(1) The commissioner shall by rule prescribe the continuing education requirements for
each class of agent's license under Subsection 31A-23-204(1), except that the commissioner may
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not impose a continuing education requirement on a holder of alicense under:

(8) Subsection 31A-23-204(2); or

(b) alicense classification other than under Subsection 31A-23-204(2) that is recognized
by the commissioner by rule as provided in Subsection 31A-23-204(6).

(2) (8) The commissioner may not state a continuing education requirement in terms of
formal education.

(b) The commissioner may state a continuing education requirement in terms of classroom
hours, or their equivaent, of insurance-related instruction received.

(c) Insurance-related formal education may be a substitute, in whole or in part, for
classroom hours, or their equivaent, required under Subsection (2)(b).

(3) (@) The commissioner shall impose continuing education requirements in accordance
with atwo-year licensing period in which the licensee meets the requirements of this Subsection
(3).

(b) Except as provided in Subsection (3)(c), for atwo-year licensing period described in
Subsection (3)(a) the commissioner shall require that the licensee for each line of authority held
by the licensee:

(i) receive six hours of continuing education; or

(i) passaline of authority continuing education examination.

(c) Notwithstanding Subsection (3)(b):

(i) the commissioner may not require continuing education for more than four lines of
authority held by the licenseg;

(i) the commissioner shall require:

(A) aminimum of:

(1) 12 hours of continuing education;

(1) passage of two line of authority continuing education examinations; or

(111) acombination of Subsections (3)(c)(i))(A)(l) and (I1);

(B) that the minimum continuing education requirement of Subsection (3)(c)(ii)(A)
include:

(I at least six hours or one line of authority continuing education examination for each line
of authority held by the licensee not to exceed four lines of authority held by the licensee; and

(I1) three hours of ethics training, which may be taken in place of three hours of the hours
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required for aline of authority.

(d) (i) If alicensee completes the licensee's continuing education requirement without
taking aline of authority continuing education examination, the licensee shall complete at least %2
of the required hours through classroom hours of insurance-related instruction.

(i) The hours not completed through classroom hours in accordance with Subsection
(3)(d)(i) may be obtained through:

(A) home study;

(B) video tape;

(C) experience credit; or

(D) other method provided by rule.

(e) (i) A licensee may obtain continuing education hours at any time during the two-year
licensing period.

(i) The licensee may not take a line of authority continuing education examination more
than 90 calendar days before the date on which the licensee's license is renewed.

(f) The commissioner shall make rules for the content and procedures for line of authority
continuing education examinations.

(9) (i) Beginning May 3, 1999, alicensee is exempt from continuing education
requirements under this section if:

(A) asof April 1, 1990, the licensee has completed 20 years of licensure in good standing;

(B) the licensee requests an exemption from the department; and

(C) the department approves the exemption.

(i) If the department approves the exemption under Subsection (3)(g)(i), the licensee is
not required to apply again for the exemption.

(h) A licensee with a variable [anntity] contract line of authority is exempt from the
requirement for continuing education for that line of authority so long as the:

(i) National Association of Securities Dealers requires continuing education for licensees
having a securities license; and

(i1) licensee complies with the National Association of Securities Dealers continuing
education requirements for securities licensees.

(i) The commissioner shall, by rule:

(i) publish alist of insurance professional designations whose continuing education
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requirements can be used to meet the requirements for continuing education under Subsection
(3)(c); and

(i) authorize professional agent associations to:

(A) offer qualified programs for all classes of licenses on a geographically accessible basis,
and

(B) collect reasonable fees for funding and administration of the continuing education
program, subject to the review and approval of the commissioner.

() () The fees permitted under Subsection (3)(i)(ii) that are charged to fund and administer
the program shall reasonably relate to the costs of administering the program.

(i) Nothing in this section prohibits a provider of continuing education programs or
courses from charging fees for attendance at courses offered for continuing education credit.

(i) The fees permitted under Subsection (3)(i)(ii) that are charged for attendance at a
professional agent association program may be less for an association member, based on the
member's affiliation expense, but shall preserve the right of a nonmember to attend without
affiliation.

(4) The commissioner shall designate courses, including those presented by insurers,
which satisfy the requirements of this section.

(5) The requirements of this section apply only to applicants who are natural persons.

[ AE-COMMISSO

(6) A nonresident producer is considered to have satisfied this state's continuing education

requirements if:

(a) the nonresident producer satisfies the nonresident producer's home state's continuing

education requirements for alicensed insurance producer: and

(b) on the same basis as under this Subsection (6) the nonresident producer's home state

considers satisfaction of Utah's continuing education requirements for a producer as satisfying the

continuing education requirements of the home state.
Section 141. Section 31A-23-207 is amended to read:
31A-23-207. Examination requirements.
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(1) (& The commissioner may require applicants for any particular class of license under
Section 31A-23-204 to pass an examination as a requirement for alicense, except that [re] an
examination may not be required of applicants for:

(i) licenses under Subsection 31A-23-204(2); or

(ii) other license classifications recognized by the commissioner by rule as provided in
Subsection 31A-23-204(6).

(b) The examination described in Subsection (1)(a):

(i) shall reasonably relate to the specific classes for which it is prescribed[—Fhe
examination]; and

(i) may be administered by the commissioner or as otherwise specified by rule.

(2) The commissioner [may] shall waive the requirement of an examination for a

() applies for an insurance producer license in this state;

(b) has been licensed for the same line of authority in another state; and
(c) (i) islicensed in the state described in Subsection (2)(b) at the time the applicant
applies for an insurance producer license in this state; or

(ii) if the application is received within 90 days of the cancellation of the applicant's

previous license:

(A) the prior state certifies that at the time of cancellation, the applicant was in good
standing in that state; or

(B) the state's producer database records maintained by the National Association of
I nsurance Commissioners or the National Association of Insurance Commissioner's affiliates or

subsidiaries, indicates that the producer is or was licensed in good standing for the line of authority

requested.
(3) (&) To become aresident licensee in accordance with Sections 31A-23-202 and

31A-23-203, aperson licensed as an insurance producer in another state who moves to this state
shall make application within 90 days of establishing legal residence in this state.
(b) A person who becomes a resident licensee under Subsection (3)(a) may not be required
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to meet prelicensing education or examination reguirements to obtain any line of authority

previously held in the prior state unless:

(i) the prior state would require a prior resident of this state to meet the prior state's

prelicensing education or examination requirements to become a resident licensee; or

(ii) the commissioner imposes the requirements by rule.

[€3}] (4) This section's requirement may only be applied to applicants who are natural
persons.

Section 142. Section 31A-23-209 is amended to read:

31A-23-209. Nonresident jurisdictional agreement.

(1) (a) [Nenresdent-applicantsfortcensestnder-th

license applicant has a valid license from the nonresident license applicant's home state and the

conditions of Subsection (1)(b) are met, the commissioner shall:

(i) waive any license requirement for alicense under this chapter; and

(ii) issue the nonresident license applicant a nonresident producer license.
(b) Subsection (1)(a) applies if:
(i) the nonresident license applicant:

(A) islicensed as aresident in the nonresident license applicant's home state at the time

the nonresident license applicant applies for a nonresident producer license;

(B) has submitted the proper request for licensure;

(C) has submitted to the commissioner:

(1) the application for licensure that the nonresident license applicant submitted to the

applicant's home state; or

(11) acompleted uniform application; and

(D) has paid the applicable fees under Section 31A-3-103;

(ii) the nonresident license applicant's license in the applicant's home state is in good
standing; and

(iii) the nonresident license applicant's home state awards nonresident producer licenses

to residents of this state on the same basis as this state awards licenses to residents of that home
state.

(2) A nonresident applicant shall execute, in a form acceptable to the commissioner, an

agreement to be subject to the jurisdiction of the Utah commissioner and courts on any matter
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related to the applicant's insurance activities in this state, on the basis of:

(@) service of process under Sections 31A-2-309 and 31A-2-310; or [ether]

(b) service authorized:

(i) inthe Utah Rules of Civil Procedure; or

(ii) under Section 78-27-25.

(3) The commissioner may verify the producer's licensing status through the producer
database maintained by:

(a) the National Association of Insurance Commissioners; or

(b) an affiliate or subsidiary of the National Association of |nsurance Commissioners.

(4) The commissioner may not assess a greater fee for an insurance license or related

service to a person not residing in this state solely on the fact that the person does not reside in this

date.

Section 143. Section 31A-23-211.7 is amended to read:

31A-23-211.7. Special requirementsfor variable annuity line of authority.

(1) Before applying for avariable [anndity] contracts line of authority, an agent, broker,
or consultant shall be licensed under Section 61-1-3 as &

(@) broker-dealer; or

(b) agent.
(2) Anagent's, broker's, or consultant's variable [anntity] contracts line of authority is

revoked on the day on which an agent's, broker's, or consultant's license under Section 61-1-3 is
no longer valid.

Section 144. Section 31A-23-212 is amended to read:

31A-23-212. Form and contents of license.

(1) Licensesissued under this chapter shal be in the form the commissioner prescribes and
shall set forth:

(@) the name, address, and telephone number of the licenseg;

(b) the license classifications under Section 31A-23-204;

(c) the date of license issuance; and

(d) any other information the commissioner considers necessary.

(2) An insurance producer doing business under any other name than the producer's legal

name shall notify the commissioner prior to using the assumed name in this state.
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[3)] (3) (8 An agency shal be licensed as an agency if the agency acts as.

(i) an agent;

(i) abroker;

(iii) asurplus lines broker;

(iv) amanaging general agent; or

(v) aconsultant.

(b) The agency license [regtiired] issued under [Stbsections{2)] Subsection (3)(a) shall
set forth the names of all natural persons licensed under this chapter who are authorized to act in

those capacities for the agency in this state.

[€3)] (4) (&) So far asis practicable, the commissioner shall issue a single license to each
agent, broker, or consultant for a single fee.

(b) For purposes of the fee described in Subsection (4)(a), the less expensive license is

included within the most expensive license.
Section 145. Section 31A-23-216 is amended to read:
31A-23-216. Termination of license.

(1) A licenseissued under this chapter remains in force until:

(@) revoked, suspended, or limited under Subsection (2);

(b) lapsed under Subsection (3);

(c) surrendered to and accepted by the commissioner; or

(d) thelicensee dies or is adjudicated incompetent as defined under Title 75, Chapter 5,
Part 3, Guardians of Incapacitated Persons or Part 4, Protection of Property of Persons Under
Disability and Minors.
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(2) (a) If the commissioner makes a finding under Subsection (2)(b), after an adjudicative

proceeding under Title 63, Chapter 46b, Administrative Procedures Act, the commissioner may:

(i) revoke alicense of an agent, broker, surplus lines broker, or consultant;

(ii) suspend for a specified period of 12 months or less a license of an agent, broker,

surplus lines broker, or consultant; or

(iii) limit in whole or in part the license of any agent, broker, surplus lines broker, or

consultant.

(b) The commissioner may take an action described in Subsection (2)(a) if the

commissioner finds that the licensee:
() isunqualified for alicense under Section 31A-23-203;
(i) hasviolated:
(A) aninsurance statute;
(B) arulethat isvalid under Subsection 31A-2-201(3); or
(C) an order that is valid under Subsection 31A-2-201(4);
(iii) isinsolvent or the subject of receivership, conservatorship, rehabilitation, or other

delinguency proceedings in any state;

(iv) failsto pay any fina judgment rendered against the person in this state within 60 days
dfter the day the judgment became findl;
(v) failsto meet the same good faith obligations in claims settlement that is required of

admitted insurers;

(vi) is affiliated with and under the same general management or interlocking directorate

or ownership as another insurance producer that transacts business in this state without a license;

(vii) refusesto be examined or to produce its accounts, records, and files for examination;

(viii) has an officer who refuses to:

(A) give information with respect to the administrator's affairs; or

(B) perform any other legal obligation asto an examination;

(ix) provided information in the license application that is:

A) incorrect;
(B) mideading;
(C)_incomplete; or
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(D) materialy untrue;

(x) has violated any insurance law, valid rule, or valid order of another state's insurance

department;
(xi) has obtained or attempted to obtain a license through misrepresentation or fraud:;

(xii) has improperly withheld, misappropriated, or converted any monies or properties

received in the course of doing insurance business;

(xiii) hasintentionally misrepresented the terms of an actual or proposed:

(A) insurance contract; or

(B) application for insurance;

(xiv) has been convicted of afelony;

(xv) has admitted or been found to have committed any insurance unfair trade practice or

(xvi) in the conduct of business in this state or elsewhere has:

(A) used fraudulent, coercive, or dishonest practices; or

(B) demonstrated incompetence, untrustworthiness, or financial irresponsbility:;

(xvii) has had an insurance license, or its equivalent, denied, suspended, or revoked in any

other state, province, district, or territory:;

(xviii) has forged another's name to:

(A) an application for insurance; or

(B) any document related to an insurance transaction;

(xix) has improperly used notes or any other reference material to complete an

examination for an insurance license;

(xx) has knowingly accepted insurance business from an individual who is not licensed;

(xxi) hasfailed to comply with an administrative or court order imposing a child support
obligation;

(xxii) hasfailed to:

(A) pay state income tax; or

(B) comply with any administrative or court order directing payment of state income tax;

(xxiil) has violated or permitted others to violate the federal Violent Crime Control and
Law Enforcement Act of 1994, 18 U.S.C. Secs. 1033 and 1034: or
(xxiv) has engaged in methods and practices in the conduct of business that endanger the
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6104 legitimate interests of customers and the public.

6105 (3) (& Any license issued under this chapter shall lapse if the licensee fails to pay when
6106 due afee under Section 31A-3-103.
6107 (b) A licensee whose license lapses due to military service or some other extenuating

6108 circumstances such as long-term medical disability may request:

6109 (i) reinstatement of the license; and

6110 (i) waiver of any of the following imposed for failure to comply with renewal procedures:
6111 (A) an examination reguirement;

6112 (B) afine; or

6113 (C) other sanction imposed for failure to comply with renewal procedures.

6114 (¢) The commissioner shall by rule prescribe the license renewal and reinstatement

6115 procedures, in accordance with Title 63, Chapter 46a, Utah Administrative Rulemaking Act.

6116 (4) A licensee under this chapter whose license is suspended, revoked, or lapsed, but who
6117 continuesto act asalicensee, is subject to the penalties for acting as a licensee without a license.
6118 (5) Any person licensed in this state shall immediately report to the commissioner:

6119 (@) asuspension or revocation of that person's license in any other state, District of

6120 Columbia, or territory of the United States,

6121 (b) the imposition of a disciplinary sanction imposed on that person by any other state,
6122  Digtrict of Columbia, or territory of the United States; and

6123 (c) ajudgment or injunction entered against that person on the basis of conduct involving

6124  fraud, deceit, misrepresentation, or violation of an insurance law or rule.

6125 (6) Anorder revoking alicense under Subsection (2) may specify atime, not to exceed five
6126  years, within which the former licensee may not apply for anew license. If no time is specified,
6127  theformer licensee may not apply for a new license for five years without express approval by the
6128 commissioner.

6129 (7) Any person whose license is suspended or revoked under Subsection (2) shall, when
6130 the suspension ends or a new license isissued, pay al fees that would have been payable if the
6131 license had not been suspended or revoked, unless the commissioner by order waives the payment
6132  of theinterim fees. If anew license isissued more than three years after the revocation of a similar
6133 license, this subsection applies only to the fees that would have accrued during the three years
6134 immediately following the revocation.
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(8) Thedivision shall promptly withhold, suspend, restrict, or reinstate the use of alicense
issued under this part if so ordered by a court.

Section 146. Section 31A-23-218 is amended to read:

31A-23-218. Temporary insurance producer license -- Trustee for terminated

licensee's business.

1) (&

tRteensedpersor:] The commissioner may issue atemporary insurance producer license:

(i) to aperson listed in Subsection (1)(b):
(A) if the commissioner considers that the temporary license is necessary:

(1) for the servicing of an insurance business in the public interest; and

(11)_to provide continued service to the insureds who procured insurance in a circumstance
described in Subsection (1)(b);
(B) for aperiod not to exceed 180 days; and

(C) without reguiring an examination; or

(ii) in any other circumstance:

(A) if the commissioner considers the public interest will best be served by issuing the

temporary license;

(B) for aperiod not to exceed 180 days; and

(C) without requiring an examination.

(b) The commissioner may issue atemporary insurance producer license in accordance
with Subsection (1)(a) to:
(i) the surviving spouse or court-appointed personal representative of alicensed insurance

producer who dies or becomes mentally or physically disabled to allow adequate time for:

(A) the sale of the insurance business owned by the producer;

(B) recovery or return of the producer to the business; or

(C) _thetraining and licensing of new personnel to operate the producer's business;

(ii) to amember or employee of a business entity licensed as an insurance producer upon
the death or disability of an individual designated in:
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(A) the business entity application; or

(B) thelicense; or

(iii) the designee of alicensed insurance producer entering active service in the armed

forces of the United States of America.

(2) If aperson'slicenseis terminated under Section 31A-23-216, the commissioner may

appoint atrustee to provide in the public interest continuing service to the insureds who procured

insurance through the person whose license is terminated:

(a) at the request of the person whose license is terminated; or

(b) upon the commissioner's own initiative.

(3) This section does not apply if the deceased or disabled agent or broker [ewned-or-owns
#0] does not or did not own any ownership interest in the accounts and associated expiration lists
[whteh] that were previoudly serviced by the agent or broker. [Amny]

(4) (a) A person issued atemporary license under Subsection (1) receives the license and

shall perform the duties under the license subject to the commissioner's authority to:

(1) _reguire atemporary licensee to have a suitable sponsor who:

(A) isalicensed producer; and

(B) assumes responsihility for all acts of the temporary licensee; or

(ii) impose other requirements that are:

(A) designed to protect the insureds and the public; and

(B) similar to the condition described in Subsection (4)(a)(i).

(b) A trustee appointed under [thtsseetton] Subsection (2) shall [recetve-his-appotitment]
be appointed and perform [his] the trustee's duties subject to the [fetowing] terms and
conditiong:] described in Subsections (4)(b)(i) through (vi).

[(h—TFrustees] (i) (A) A trustee appointed under [thisseetton] Subsection (2) shall be
licensed under this chapter to perform the services required by the trustor's clients.

(B) When possible, the commissioner shall appoint atrustee who is no longer actively
engaged on [hts] the trustee's own behalf in business as an agent or broker.

(C) The commissioner shall only select [persons| a person to act as trustee who [are] is
trustworthy and competent to perform the necessary services.

[€2)] (i) (A) If the deceased, disabled, or unlicensed person for whom the trustee is acting
was an agent, the insurers through which the former agent's business was written shall cooperate
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with the trustee in allowing [him] the trustee to service the policies written through the insurer.

(B) Thetrustee shal abide by the terms of the agency agreement between the former agent
and the issuing insurer, except that terms in those agreements terminating the agreement upon the
death, disahility, or license termination of the former agent do not bar the trustee from continuing
to act under the agreement.

[€3)] (iii) (A) The commissioner shall set the trustee's compensation, which:

(1) may be stated in terms of a percentage of commissiong[; but-whichisteguired-to]; and

(1) shall be equitable.
(B) The compensation shall be paid exclusively from:

(1) the commissions generated by the former agent or broker's insurance accounts serviced
by the trustee; and [frem]
(1) other funds the former agent or broker or [his] the agent's or broker's successor in

interest agree to pay.

(C) Thetrustee has no specia priority to commissions over the former agent or broker's
creditors.

[(4)—Netther-the] (iv) (A) The commissioner [ret] or the state [ef-Btah] may not be held
liable for errors or omissions of:

(1) the former agent or broker; or

(11) thetrustee.

(B) The trustee may not be held liable for errors and omissions [whieh] that were caused
in any material way by the negligence of the former agent or broker.

(C) Thetrustee may be held liable for errors and omissions which arise solely from the
trustee's negligence.

(D) Thetrustee's compensation level shall be sufficient to allow the trustee to purchase
errors and omissions coverage, if that coverage is not provided the trustee by:

(1) the former agent or broker; or [hig]

(1) the agent's or broker's successor in interest.

[€5)] (v) (A) Itisabreach of the trustee's fiduciary duty to capture the accounts of trustor's
clients, either directly or indirectly.

(B) The trustee may not purchase the accounts or expiration lists of the former agent or
broker, unless the commissioner expresdly ratifies the terms of the sale.
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(C) The commissioner may adopt rules [whieh] that:

(1) further define the trustee's fiduciary duties, and

(11) explain how the trusteeis to carry out [his] the trustee's responsibilities.
[€6)] (vi) (A) Thetrust may be terminated by:

(1) the commissioner; or [by]

(11) the person that requested the trust be established.

(B) Thetrust isterminated by written notice being delivered to:

(1) thetrustee; and

(11) the commissioner.

(5) (&) The commissioner may by order:

(1) limit the authority of any temporary licensee or trustee in any way the commissioner

considers necessary to protect insureds and the public; and

(ii) revoke atemporary license or trustee's appointment if the commissioner finds that the

insureds or the public are endangered.

(b) A temporary license or trustee's appointment may not continue after the owner or

personal representative disposes of the business.
Section 147. Section 31A-23-302 is amended to read:

| Any of the
following may not make or cause to be made any communication that contains false or misleading

information, relating to an insurance contract, any insurer, or other licensee under thistitle,
including information that is false or mideading because it isincomplete]:]:
(A) aperson who is or should be licensed under this title;

(B) an employee or agent of a person described in Subsection (1)(a)(i)(A);

(C) aperson whose primary interest is as a competitor of a person licensed under this title;

(D) aperson on behalf of any of the persons listed in this Subsection (1)(a)(i).
(i) Asused in this Subsection (1), "false or misleading information” includes:
(A) assuring the nonobligatory payment of future dividends or refunds of unused
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premiums in any specific or approximate amounts, but reporting fully and accurately past
experience is not false or mideading information; and

(B) with intent to deceive a person examining it, filing areport, making afalse entry in a
record, or wilfully refraining from making a proper entry in arecord.

(i) Aninsurer or other licensee under thistitle may not:

(A) use any business name, slogan, emblem, or related device that is mideading or likely
to cause the insurer or other licensee to be mistaken for another insurer or other licensee already
in businesg-]; or

(B) use any advertisement or other insurance promotional material that would cause a

reasonable person to mistakenly believe that a state or federal government agency:

(1) isresponsble for the insurance sales activities of the person;
(11) stands behind the credit of the person:;
(111) guarantees any returns on insurance products of or sold by the person; or

(1V) is asource of payment of any insurance obligation of or sold by the person.

(iv) A person who is not an insurer may not assume or use any name that deceptively
implies or suggeststhat it isan insurer.

(v) A person other than persons licensed as health maintenance organizations under
Chapter 8 may not use the term "Health Maintenance Organization” or "HMQ" in referring to
itself.

(b) If aninsurance agent or third party administrator distributes cards or documents,
exhibits asign, or publishes an advertisement that violates Subsection (1) (@), with referenceto a
particular insurer that the agent represents, or for whom the third party administrator processes
claims, and if the cards, documents, signs, or advertisements are supplied or approved by that
insurer, the agent's or the third party administrator's violation creates a rebuttable presumption that
the violation was also committed by the insurer.

(2) (& (i) Aninsurer or licensee under this chapter, or an officer or employee of either may
not induce any person to enter into or continue an insurance contract or to terminate an existing
insurance contract by offering benefits not specified in the policy to be issued or continued,
including premium or commission rebates.

(i) Aninsurer may not make or knowingly allow any agreement of insurance that is not
clearly expressed in the policy to be issued or renewed.
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(iii) Subsection (2)(a) does not preclude:

(A) insurersfrom reducing premiums because of expense savings,

(B) theusual kinds of social courtesies not related to particular transactions; or

(C) aninsurer from receiving premiums under an installment payment plan.

(b) Anagent, broker, or insurer may not absorb the tax under Section 31A-3-301.

(c) (i) A titleinsurer or agent or any officer or employee of either may not pay, alow, give,
or offer to pay, alow, or give, directly or indirectly, as an inducement to obtaining any title
insurance business, any rebate, reduction, or abatement of any rate or charge made incident to the
issuance of the insurance, any specia favor or advantage not generally available to others, or any
money or other consideration or material inducement.

(if) "Charge made incident to the issuance of the insurance" includes escrow, settlement,
and closing charges, and any other services that are prescribed by the commissioner.

(i) Aninsured or any other person connected, directly or indirectly, with the transaction,
including a mortgage lender, real estate broker, builder, attorney, or any officer, employee, or agent
of any of them, may not knowingly receive or accept, directly or indirectly, any benefit referred
to in Subsection (2)(c)(i).

(3) (& Aninsurer may not unfairly discriminate among policyholders by charging different
premiums or by offering different terms of coverage, except on the basis of classifications related
to the nature and the degree of the risk covered or the expenses involved.

(b) Ratesare not unfairly discriminatory if they are averaged broadly among persons
insured under a group, blanket, or franchise policy, and the terms of those policies are not unfairly
discriminatory merely because they are more favorable than in similar individual policies.

(4) A personwho isor should be licensed under this title, an employee or agent of that
licensee or person who should be licensed, a person whose primary interest is as a competitor of
a person licensed under this title, and one acting on behalf of any of these persons, may not commit
or enter into any agreement to participate in any act of boycott, coercion, or intimidation that tends
to produce an unreasonable restraint of the business of insurance or a monopoly in that business.

(5) (@) A person may not restrict in the choice of an insurer or insurance agent or broker,
another person who is required to pay for insurance as a condition for the conclusion of a contract
or other transaction or for the exercise of any right under a contract. The person requiring the
coverage may, however, reserve the right to disapprove the insurer or the coverage selected on
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reasonable grounds.

(b) The form of corporate organization of an insurer authorized to do businessin this state
is not a reasonable ground for disapproval, and the commissioner may by rule specify additional
grounds that are not reasonable. This Subsection (5) does not bar an insurer from declining an
application for insurance.

(6) A person may not make any charge other than insurance premiums and premium
financing charges for the protection of property or of a security interest in property, as a condition
for obtaining, renewing, or continuing the financing of a purchase of the property or the lending
of money on the security of an interest in the property.

(7) (8 Anagent may not refuse or fail to return promptly all indicia of agency to the
principa on demand.

(b) A licensee whose license is suspended, limited, or revoked under Section 31A-2-308,
31A-23-216, or 31A-23-217 may not refuse or fail to return the license to the commissioner on
demand.

(8) A person may not engage in any other unfair method of competition or any other unfair
or deceptive act or practice in the business of insurance, as defined by the commissioner by rule,
after afinding that they are misleading, deceptive, unfairly discriminatory, provide an unfair
inducement, or unreasonably restrain competition.

Section 148. Section 31A-23-303 is amended to read:

31A-23-303. Inherent unsuitability.

[trtheevent] (1) |If the commissioner finds after a hearing that a certain type of [dtsabttity]
accident and health insurance, life insurance, or annuity product is inherently unsuitable for

persons of certain ages or in certain conditions of health, the commissioner shal [promutgeate]
make a rule declaring [thisdisabitity] the accident and health insurance, life insurance, or annuity

product as inherently unsuitable for persons of certain ages or in certain conditions of health. [No
feabiity]

(2) An accident and health insurance, life insurance, or annuity product that is subject to

the rule may not be sold to a person for whom the product has been determined as inherently
unsuitable unless that person purchasing the product signs a receipt acknowledging having
received a statement [whieh] that expresses that the product has been determined by the
commissioner to be inherently unsuitable for persons of certain ages or in certain conditions of
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health.
(3) Unlesstheinsurer or its agent establishes that its sale of coverage [whieh] is
inconsistent with the rule made under Subsection (1) is due to excusable neglect, the purchaser

may treat the sale as voidable, if acted upon by the insured within a two-year period from the date
of sale.

Section 149. Section 31A-23-307 is amended to read:

31A-23-307. Titleinsurance agents' business.

A title insurance agent may engage in the escrow, settlement, or closing business, or any
combination of such businesses, and operate as escrow, settlement, or closing agent provided that
al the following exist:

(1) Thetitle insurance agent is properly licensed under this chapter.

(2) (& (i) All funds deposited with the agent in connection with any escrow, settlement,
or closing are deposited in a federally insured financia institution in separate trust accounts, with
the funds being the property of the persons entitled to them under the provisions of the escrow,
settlement, or closing.

(i) The funds shall be segregated escrow by escrow, settlement by settlement, or closing
by closing in the records of the agent. [Fhesefunels]

(iii) Earnings on funds held in escrow may be paid out of the escrow account to any person

in accordance with the provisions of the escrow agreement if the agreement does not otherwise

provide for payment of the earnings or any portion of the earnings on the escrow funds.

(iv) Funds held in escrow:

(A) arenot subject to any debts of the agent; and

(B) may only be used to fulfill the terms of the individual escrow, settlement, or closing
under which the funds were accepted. [Noene-of-thefunds]

(v) Funds held in escrow may be used until all conditions of the escrow, settlement, or

closing have been met.

(b) Assets or property other than escrow funds received by an agent in accordance with an

escrow agreement shall be maintained in a manner that will:
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(i) reasonably preserve and protect the asset or property from loss, theft, or damages; and

(i) otherwise comply with all general duties and responsibilities of afiduciary or bailee.
(c) [Ne] A check may not be drawn, executed or dated, or funds otherwise disbursed
unless the segregated escrow account from which funds are to be disbursed contains a sufficient

credit balance consisting of collected or cleared funds at the time the check is drawn, executed or
dated, or funds are otherwise disbursed.

(d) Asused in this Subsection (2), funds are considered to be "collected or cleared,” and
may be disbursed as follows:

(i) cash may be disbursed on the same day it is deposited;

(if) wire transfers may be disbursed on the same day they are deposited;

(iii) cashier's checks, certified checks, teller's checks, U.S. Postal Service money orders,
and checks drawn on a Federal Reserve Bank or Federa Home Loan Bank may be disbursed on
the day following the date of deposit; and

(iv) other checks or deposits may be disbursed within the time limits provided under the
Expedited Funds Availability Act, 12 U.S.C. Section 4001 et seq., as amended, and related
regulations of the Federal Reserve System or upon written notification from the financia
institution to which the funds have been deposited, that final settlement has occurred on the
deposited item.

(3) Thetitle insurance agent shall maintain records of al receipts and disbursements of
escrow, settlement, and closing funds.

(4) Thetitle insurance agent shall comply with any rules adopted by the commissioner
governing escrows, settlements, or closings.

Section 150. Section 31A-23-310 is amended to read:

31A-23-310. Trust obligation for funds collected.

(1) Every agent or broker isatrustee for al funds received or collected as an agent or
broker for forwarding to insurers or to insureds. Except for amounts necessary to pay bank
charges, and except for funds paid by insureds and belonging in part to the agent or broker as fees
or commissions, an agent or broker may not commingle trust funds with the agent or broker's own
funds or with funds held in any other capacity. Except as provided under Subsection (4), every
agent or broker owes to insureds and insurers the fiduciary duties of a trustee with respect to
money to be forwarded to insurers or insureds through the agent or broker. Unlessthe funds are
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6414  sent to the appropriate payee by the close of the next business day after their receipt, the licensee
6415  shall deposit them in an account authorized under Subsection (2). Funds so deposited shall remain
6416 inan account authorized under Subsection (2) until sent to the appropriate payee.

6417 (2) Fundsrequired to be deposited under Subsection (1) shall be deposited:
6418 (a) inafederally insured trust account with afinancial institution located in this state; or
6419 (b) in some other account, approved by the commissioner by rule or order, providing safety

6420 comparable to federally insured trust accounts.

6421 (3) Itisnot aviolation of Subsection (2)(a) if the amounts in the accounts exceed the
6422  amount of the federal insurance on the accounts.

6423 (4) A trust account into which funds are deposited may be interest bearing. [Execept-as
6424  providedtnderSubsection-31A-23-36H2{b)the] The interest accrued on the account may be
6425 paid to the agent or broker, so long as the agent or broker otherwise complies with this section and
6426  with the contract with the insurer.

6427 (5) A financial institution or other organization holding trust funds under this section may
6428 not offset or impound trust account funds against debts and obligations incurred by the agent or
6429  broker.

6430 (6) Any licensee who, not being lawfully entitled thereto, diverts or appropriates any
6431  portion of the funds held under Subsection (1) to the licensee's own use, is guilty of theft under
6432  Title 76, Chapter 6, Part 4. Section 76-6-412 appliesin determining the classification of the
6433  offense. Sanctions under Section 31A-2-308 also apply.

6434 Section 151. Section 31A-23-312 is amended to read:
6435 31A-23-312. Place of business and residence addr ess -- Records.
6436 (1) (@ All licensees under this chapter shall register with the commissioner the address

6437  and telephone numbers of their principa place of business.

6438 (b) If thelicenseeis an individual, [He] in addition to complying with Subsection (1)(a)
6439 theindividua shall [alse] provide [his] to the commissioner the individua's residence address and
6440 telephone number. [tLieensees]

6441 (c) A licensee shal notify the commissioner, in writing, within 30 days of any change of
6442  address or telephone number.
6443 (2) (&) Except as provided under Subsection (3), every licensee under this chapter shall

6444  keep at the principal place of business address registered under Subsection (1), [atecotd] separate
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6445 and distinct books and records of all transactions consummated under the Utah license. [Fhe

6446  record]

6447 (b) The books and records described in Subsection (2)(a) shall;

6448 (i) beinan organized form;

6449 (i) be available to the commissioner for inspection upon reasonable notice; and [shat]

6450 (iii) include al of the following:

6451 [€a)] (A) if thelicensee is an agent or broker:

6452 [€] (1) arecord of each insurance contract procured by or issued through the licensee, with

6453  the names of insurers and insureds, the amount of premium and commissions or other

6454  compensation, and the subject of the insurance;

6455 [€5)] (1) the names of any other agents or brokers from whom business is accepted, and
6456  of personsto whom commissions or allowances of any kind are promised or paid; and

6457 (111 _arecord of al consumer complaints forwarded to the licensee by an insurance
6458  requlator;
6459 [€b)] (B) if the licensee is a consultant, a record of each agreement outlining the work

6460 performed and the fee for the work; and

6461 [€e)] (C) any additional information which:

6462 (1) iscustomary for asimilar businesg;]; or [which]

6463 (11) may reasonably be required by the commissioner by rule.

6464 (3) Subsection (2) is satisfied if the books and records specified in [that] Subsection (2)

6465 can be obtained immediately from a central storage place or elsewhere by on-line computer
6466 terminalslocated at the registered address.

6467 (4) Anagent who represents only a single insurer satisfies Subsection (2) if the insurer
6468  maintains the books and records pursuant to Subsection (2) at a place satisfying Subsections (1)
6469 and (5).

6470 (5) (@) The books and records maintained [aste-atransaction] under Subsection (2) or

6471  Section 31A-23-313 shall be available for the inspection of the commissioner during all business
6472  hoursfor aperiod of time after the date of the transaction as specified by the commissioner by rule,
6473  but in no case for less than three years.

6474 (b) Discarding books and records after the applicable record retention period has expired
6475 does not place the licensee in violation of a later-adopted longer record retention period.
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Section 152. Section 31A-23-316 is amended to read:

31A-23-316. Solicitationsto loan applicants.

(1) (8 A person authorized to engage in insurance activities in this state, including a
financial institution, shall prominently disclose in writing the information described in Subsection

(1)(b) to a person seeking an extension of credit if:

(i) the person authorized to engage in insurance activities also extends credit directly or
through a subsidiary or an affiliate;

(i) the person requires a customer to obtain insurance in connection with an extension of
credit; and

(iii) the person offers to the person seeking an extension of credit the line of insurance
required in connection with the extension of credit.

(b) The disclosure required by Subsection (1)(a) shal be in aform substantially smilar
to the following. "You may obtain insurance required in connection with your extension of credit
from any insurance agent, broker, producer, or approved insurer that sells such insurance. Y our
choice of insurance provider will not affect our credit decision or your credit terms.”

(c) The person shal make the required disclosure under this Subsection (1)[{&)]:

(i) [atthetime] prior to completion of any written application for an extension of credit;

or
(ii) if there is no written application, before the closing of the extension of credit.
(2) () Prior to the sdle of any insurance policy by any person listed in Subsection (2)(b)

shall clearly and conspicuoudly disclose in writing to the customer that the insurance policy:

(i) is not a deposit;

(ii) isnot insured by:

(A) the Federal Deposit | nsurance Corporation; or
(B) when applicable, the National Credit Union Share | nsurance Fund:;
(iii) is not quaranteed by the financial institution; and

(iv) when appropriate, involves investment risk, including potential loss of principal.
(b) Subsection (2)(a) applies to:
() afinancia institution;

(i) _an employee of afinancial institution;

(iii) an agent of afinancial ingtitution; or
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(iv) aperson soliciting the purchase of or sdlling insurance:

(A) on the premises of afinancia institution;

(B) in connection with a product offering of afinancial institution; or

(C) using aname or logo identifiable with a financia institution.

[3)] (3) (&) The [discltosdre] disclosures required by [Subseettor{)te)ti)] Subsections
(1) and (2) may bein averbal, electronic, or other unwritten form if a printed disclosure is

included with the first printed statement of terms and conditions of the extension of credit sent to
the person seeking the extension of credit.
(b) A person required to make a disclosure under Subsection (1) or (2) shall obtainin a

separate document a written acknowledgment:

(i) from the customer that the customer received a disclosure required by Subsection (1)

or (2);
(ii) that includes:
(A) the date the customer received the disclosure; and

(B) the customer's:

[) name;
(1) address; and
(111) account number; and
(iii) thet is obtained:
(A) prior to completion of any written application for extension of credit; or

(B) if thereis not written application, before the closing of the extension of credit.

(4) (a) For atransaction described in Subsection (4)(b), afinancial institution may not

condition the transaction on or require in connection with that transaction that the a customer

obtain insurance from:

(i) the financial institution:;

(i) asubsdiary or affiliate of the financial institution; or

(iii) aparticular insurer, agent, or broker.
(b) Subsection (4)(a) applies to:
(i) an extension of credit:

(ii) the sale of a product or service that is equivalent to the extension of credit;

(iii) the lease or sae of property of any kind:;
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(iv) furnishing any services; or

(v) fixing or varying the consideration for a transaction described in Subsections (4)(b)(i)

through (iv).

(c) This Subsection (4) does not prohibit afinancial institution from:

() _engaging in any activity described in this section that would not violate Section 106 of
the Bank Holding Company Act Amendments of 1970, 15 U.S.C. 6801 et seq., asinterpreted by
the Board of Governors of the Federal Reserve System:; or

(ii) informing a customer or prospective customer that:

(A) insuranceis required to obtain aloan or credit;

(B) loan or credit approval is contingent on the customer procuring acceptable insurance;

(C) insurance is available from the financial institution.

(5) A financid institution may not:

() relect an insurance policy solely because the policy is issued or underwritten by a

person who is not associated with the financial institution or a subsidiary or affiliate of the

financial institution if the insurance is required in connection with aloan or extension of credit,

except that the financial institution may impose reasonable requirements concerning:

(i) the credit worthiness of the insurance provider:; and

(ii) the scope of coverage chosen; or

(b) unless the charge is required when the financial institution, or a subsidiary or affiliate

of the financial institution is the licensed agent or broker providing the insurance, require a debtor,

insurer, insurance agent, or insurance broker to pay a separate charge in connection with:

(i) the handling of insurance that is required in connection with aloan or extension of

credit; or
(ii) providing atraditional financial institution product.

(6) Other than credit insurance or flood insurance, if a customer obtains insurance as a

condition of obtaining credit:

(a) the credit and insurance transactions shall be completed through separate documents;

and

(b) the expense of insurance premiums may not be included in the primary credit

transaction without the express written consent of the customer.
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[€3}] (7) This section does not apply [when] if:

(@) aperson iscontacting a person in the course of direct or mass marketing to a group of
persons in a manner that bears no relation to the person's application for an extension of credit or
credit decision; and

(b) an agreement for the extension of credit is changed or extended, if the person who
originally sought the extension of credit is not required to purchase new or additional insurance.

[t4)] (8) (a) For purposes of this section, "approved insurer" means an insurer that is
approved to issue insurance related to the extension of credit by the person that extends the credit.

(b) The commissioner shall make rules establishing standards that govern the approval
under Subsection [{4)] (8)(a) of an insurer by a person that extends credit.

Section 153. Section 31A-23-317 is enacted to read:

31A-23-317. Customer privacy.

(1) Asused in this section:

(a) "customer" means a person with an investment, security, deposit, trust, or credit

relationship with a financial institution; and

(b) "insurance information" means information concerning:

(i) the premiums, terms, and conditions of insurance coverage including:

(A) expiration dates; and
(B) rates, or

(ii) insurance claims of a customer contained in the records of afinancial institution.

(2) Without the written consent of a customer, a financia institution may not use health

information obtained from the insurance records of the customer for any purpose other than for its

activities as alicensed agent or broker.

(3) Except as provided in Subsection (4), without the written consent of the customer or

entity, afinancial institution may not release the insurance information of a customer or entity for

the purpose of soliciting or sdlling insurance other than the insurance information of the financia

institution's:
(a) officer;
(b) director;

(c) employee;
d ent;
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6600 (e) subsidiary; or

6601 (f) _an affiliate.

6602 (4) A financial institution may:

6603 (a) transfer insurance information to an unaffiliated company, agent, or broker in

6604  connection with:

6605 (i) transferring insurance in force on existing insureds of the financial institution; or
6606 (i) amerger with or acquisition of an unaffiliated insurance company, agent, or broker;
6607 and

6608 (b) release insurance information as otherwise authorized by state or federal law.

6609 (5) The commissioner shall adopt rules to implement:

6610 (a) this section; or

6611 (b) the customer privacy provisions of the federal Gramm-L each-Bliley Act of 1999, 15
6612 U.S.C. 6801, et. seq.

6613 Section 154. Section 31A-23-404 is amended to read:

6614 31A-23-404. Sharing commissions.

6615 (1) (@) Except as provided in Subsection 31A-15-103(3), a licensee under this chapter or

6616 aninsurer may only pay consideration or reimburse out-of-pocket expenses to a person if the

6617 licensee knowsthat the person is licensed under this chapter to act as an agent or broker in Utah
6618 asto the particular type of insurance.

6619 (b) A person may only accept commission compensation or other compensation as an
6620 agent, broker, or consultant that is directly or indirectly the result of any insurance transaction if
6621 that personis licensed under this chapter to act as an agent or broker asto the particular type of
6622  insurance.

6623 (2) (4) Except as provided in Section 31A-23-301, a consultant may not pay or receive any
6624 commission or other compensation that is directly or indirectly the result of any insurance

6625  transaction.

6626 (b) A consultant may share a consultant fee or other compensation received for consulting
6627  services performed within Utah only with another consultant licensed under this chapter, and only
6628  to the extent that the other consultant contributed to the services performed.

6629 (3) This section does not prohibit the payment of renewal commissions to former licensees
6630  under this chapter, former Title 31, Chapter 17, or their successors in interest under a deferred
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compensation or agency sales agreement.
(4) This section does not prohibit compensation paid to or received by an individual for

referral of a potential customer that seeks to purchase or obtain an opinion or advice on an

insurance product if:

(a) the personis not licensed to sell insurance;

(b) the person sells or provides opinions or advice on the product; and

(c) the compensation does not depend on whether the referral results in a purchase or sae.

[t4)] (5) Insdlling any policy of title insurance, no sharing of commissions under
Subsection (1) may occur if it will result in an unlawful rebate, or in compensation in connection
with controlled business, or in payment of a forwarding fee or finder'sfee. A person may share
compensation for the issuance of atitle insurance policy only to the extent that he contributed to
the search and examination of the title or other services connected with it.

[€5)] (6) This section does not apply to bail bond agents or bail enforcement agents as
defined in Section 31A-35-102.

Section 155. Section 31A-23-503 is amended to read:

31A-23-503. Dutiesof insurers.

(1) Theinsurer shall have on file an independent financial examination, in aform
acceptable to the commissioner, of each managing general agent with which it has done business.

(2) If amanaging general agent establishes loss reserves, the insurer shall annually obtain
the opinion of an actuary attesting to the adequacy of loss reserves established for losses incurred
and outstanding on business produced by the managing general agent. Thisisin addition to any
other required loss reserve certification.

(3) Theinsurer shall at least semiannually conduct an on-site review of the underwriting
and claims processing operations of the managing general agent.

(4) Binding authority for all reinsurance contracts or participation in insurance or
reinsurance syndicates shall rest with an officer of the insurer, who may not be affiliated with the
managing general agent.

(5) Within 30 days after entering into or terminating a contract with a managing general
agent, the insurer shall provide written notification of the appointment or termination to the
commissioner. A notice of appointment of a managing general agent shall include:

(@) astatement of dutiesthat the applicant is expected to perform on behalf of the insurer;
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(b) the lines of insurance for which the applicant is to be authorized to act; and

(c) any other information the commissioner may request.

(6) Aninsurer shall review its books and records each quarter to determine if any producer,
as defined by Subsection 31A-23-102[£13}](20), has become a managing general agent as defined
in Subsection 31A-23-102[{22}](17). If the insurer determines that a producer has become a
managing general agent, the insurer shall promptly notify the producer and the commissioner of
the determination. The insurer and producer shall fully comply with the provisions of this chapter
within 30 days.

(7) Aninsurer may not appoint officers, directors, employees, subproducers, or controlling
shareholders of its managing general agentsto its board of directors. This Subsection (7) does not
apply to relationships governed by Title 31A, Chapter 16, Insurance Holding Companies, or
Chapter 23, Part 6, Broker Controlled Insurers, if it applies.

Section 156. Section 31A-23-601 is amended to read:

31A-23-601. Applicability.

This part applies to licensed insurers, as defined in Subsection 31A-23-102[(11)](12),
which are either domiciled in this state or domiciled in a state that does not have a substantially
similar law. All provisions of Title 31A, Chapter 16, Insurance Holding Companies, to the extent
they are not superseded by this part, continue to apply to all parties within holding company
systems subject to this part.

Section 157. Section 31A-23-702 is amended to read:

31A-23-702. Required contract provisions -- Reinsurance inter mediary-broker.

Transactions between a reinsurance intermediary-broker and the insurer it representsin that
capacity may only be entered into pursuant to a written authorization, which specifies the
responsibilities of each party. The authorization shall, at a minimum, provide that the reinsurance
intermediary-broker:

(1) may have his authority terminated by the insurer at any time;

(2) will render accounts to the insurer accurately detailing al material transactions,
including information necessary to support all commissions, charges and other fees received by,
or owing to the reinsurance intermediary-broker, and that he will remit all funds due to the insurer
within 30 days of receipt;

(3) shal hold, in afiduciary capacity, al funds collected for the insurer's account in a bank,
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which is a qudified [U-5:] United States financial institution;

(4) will comply with Section 31A-23-703;

(5) will comply with the written standards established by the insurer for the cession or
retrocession of all risks; and

(6) will disclose to the insurer any relationship with any reinsurer to which business will
be ceded or retroceded.

Section 158. Section 31A-23-705 is amended to read:

31A-23-705. Required contract provisions -- Reinsur ance inter mediary-manager .

Transactions between a reinsurance intermediary-manager and the reinsurer it represents
in that capacity may only be entered into pursuant to a written contract, which specifies the
responsibilities of each party, and which shall be approved by the reinsurer's board of directors.

At least 30 days before the reinsurer assumes or cedes business through the producer, atrue copy
of the approved contract shall be filed with the commissioner for approval. The contract shall, at
aminimum, provide or require the following:

(1) Thereinsurer may terminate the contract for cause upon written notice to the
reinsurance intermediary-manager. The reinsurer may immediately suspend the authority of the
reinsurance intermediary-manager to assume or cede business during the pendency of any dispute
regarding the cause for termination.

(2) Thereinsurance intermediary-manager will render accounts to the reinsurer accurately
detailing all material transactions, including information necessary to support all commissions,
charges, and other fees received by, or owing to the reinsurance intermediary-manager, and he shall
remit all funds due under the contract to the reinsurer at least monthly.

(3) All funds collected for the reinsurer's account will be held by the reinsurance
intermediary-manager in afiduciary capacity in a bank which is a qualified [J-S:] United States
financial institution. The reinsurance intermediary-manager may retain no more than three months
estimated claims payments and allocated loss adjustment expenses. The reinsurance
intermediary-manager shall maintain a separate bank account for each reinsurer that it represents.

(4) For at least ten years after expiration of each contract of reinsurance transacted by the
reinsurance intermediary-manager, he shall keep a complete record for each transactions showing:

(@) thetype of contract, limits, underwriting restrictions, classes of risks, and territory;

(b) period of coverage, including effective and expiration dates, cancellation provisions
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and notice required of cancellation, and disposition of outstanding reserves on covered risks,

(c) reporting and settlement requirements of balances;

(d) ratesused to compute the reinsurance premium;

(e) names and addresses of reinsurers;

(f) ratesof all reinsurance commissions, including the commissions on any retrocessions
handled by the reinsurance intermediary-manager;

(g) related correspondence and memoranda;

(h) proof of placement;

(i) detailsregarding retrocessions handled by the reinsurance intermediary-manager, as
permitted by Subsection 31A-23-707 (4), including the identity of retrocessionaires and percentage
of each contract assumed or ceded,;

() financial records, including premium and loss accounts; and

(k) when the reinsurance intermediary-manager places a reinsurance contract on behalf of
aceding insurer:

(i) directly from any assuming reinsurer, written evidence that the assuming reinsurer has
agreed to assume therisk; or

(if) if placed through a representative of the assuming reinsurer, other than an employee,
written evidence that the reinsurer has delegated binding authority to the representative.

(5) Thereinsurer will have access and the right to copy all accounts and records
maintained by the reinsurance intermediary-manager which are related to its business, in aform
usable by the reinsurer.

(6) The contract cannot be assigned in whole or in part by the reinsurance
intermediary-manager.

(7) Thereinsurance intermediary-manager will comply with the written underwriting and
rating standards established by the insurer for the acceptance, rejection, or cession of al risks.

(8) The contract shall set forth the rates, terms, and purposes of commissions, charges, and
other fees which the reinsurance intermediary-manager may levy against the reinsurer.

(9) If the contract permits the reinsurance intermediary-manager to settle claims on behalf
of the reinsurer:

(& All claimswill be reported to the reinsurer in atimely manner.

(b) A copy of the claim file will be sent to the reinsurer at its request or as soon as it
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becomes known that the claim:

(i) hasthe potential to exceed the lesser of an amount determined by the commissioner or
the limit set by the reinsurer;

(i) involves a coverage dispute;

(iii) may exceed the reinsurance intermediary-manager claims settlement authority;

(iv) isopen for more than six months; or

(v) isclosed by payment of the lesser of an amount set by the commissioner or an amount
set by the reinsurer.

(c) All claim fileswill be the joint property of the reinsurer and reinsurance
intermediary-manager. However, upon an order of liquidation of the reinsurer the files shall
become the sole property of the reinsurer or its estate. The reinsurance intermediary-manager shall
have reasonable access to and the right to copy the files on a timely basis.

(d) Any settlement authority granted to the reinsurance intermediary-manager may be
terminated for cause upon the reinsurer's written notice to the reinsurance intermediary-manager,
or upon the termination of the contract. The reinsurer may suspend the settlement authority during
the pendency of the dispute regarding the cause of termination.

(10) If the contract provides for a sharing of interim profits by the reinsurance
intermediary-manager, that the contract shall provide interim profits will not be paid until one year
after the end of each underwriting period for property business and five years after the end of each
underwriting period for casualty business, or alater time period set by the commissioner for
specified lines of insurance, and not until the adequacy of reserves on remaining claims has been
verified pursuant to Subsection 31A-23-707 (3).

(11) The reinsurance intermediary-manager will annually provide the reinsurer with a
statement of its financial condition prepared by an independent certified public accountant.

(12) Thereinsurer shall at least semi-annually conduct an on-site review of the
underwriting and claims processing operations of the reinsurance intermediary-manager.

(13) The reinsurance intermediary-manager will disclose to the reinsurer any relationship
it has with any insurer prior to ceding or assuming any business with the insurer pursuant to this
contract.

(14) Within the scope of its actual or apparent authority the acts of the reinsurance
intermediary-manager shall be considered to be the acts of the reinsurer on whose behalf it is
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acting.

Section 159. Section 31A-25-102 is amended to read:

31A-25-102. Scope and pur poses.

(1) Thischapter appliesto all third party administrators.

(2) The purposes of this chapter include:

(@) encouraging disclosure of contracts between insurers and third party administrators,
both to potential insureds and to the commissioner;

(b) promoting the financial responsibility of [tasaranee] third party administrators;

(c) subjecting persons administering insurance in Utah to the jurisdiction of the Utah
commissioner and courts; [and]

(d) regulating [tasdranee] third party administrators practices in conformity with the
genera purposes of [thetasdranee-Code:] thistitle; and

(e) governing the qualifications and procedures for the licensing of third party
administrators.

Section 160. Section 31A-25-202 is amended to read:

31A-25-202. Application for license.

(1) (& An application for alicense as athird party administrator shall be:

(i) made to the commissioner on forms and in a manner [ke] the commissioner
prescribes;]; and [be]

(ii) accompanied by the applicable fee, which is not refundable if the application is denied.

(b) The application for alicense as a third party administrator shall:

(i) state the applicant's:

(A) social security number; or

(B) federal employer identification number;

(ii) provide information about:

(A) the applicant's identity][;];

(B) the applicant's personal history, experience, education, and business record[;]:

(C) if the applicant is a natural person, whether the applicant is 18 years of age or older;

and

(D) whether the applicant has committed an act that is a ground for denial, suspension, or
revocation as set forth in Section 31A-25-208; and
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(iii) any other information as the commissioner reasonably requires.
(2) The commissioner may require documents reasonably necessary to verify the

information contained in the application.
(3) Thefollowing are private records under Subsection 63-2-302(1)(q):
(2) an applicant's socia security number; and

(b) an applicant's federal employer identification number.
Section 161. Section 31A-25-203 is amended to read:
31A-25-203. General requirementsfor license issuance.

(1) The commissioner shall issue alicense to act asathird party administrator to any
person who has:

() satisfied the character requirements under Section 31A-25-204,

(b) satisfied the financial responsibility requirement under Section 31A-25-205;

(c) if anonresident, complied with Section 31A-25-206; and

(d) paid the applicable fees under Section 31A-3-103.

(2) Thelicense of each third party administrator licensed under former Title 31, Chapter
15a, is continued under this chapter.

(3) (@) This Subsection (3) appliesto the following persons:

(i) _an applicant for athird party administrator's license; or
(ii) alicensed third party administrator.
(b) A person described in Subsection (3)(a) shall report to the commissioner:

() any administrative action taken against the person:

(A) in another jurisdiction; or

(B) by another regulatory agency in this state; and

(ii) any criminal prosecution taken against the person in any jurisdiction.
(c) Thereport required by Subsection (3)(b) shall:
(i) befiled:

(A) at the time the person applies for athird party administrator's license; or

(B) within 30 days of the initiation of an action or prosecution described in Subsection
3)(b); and
(ii) _include a copy of the complaint or other relevant legal documents related to the action

or prosecution described in Subsection (3)(b).
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(4) (a) The department may reguest concerning a person applying for a third party

administrator's license:

() _criminal background information maintained pursuant to Title 53, Chapter 10, Part 2,

from the Bureau of Criminal |dentification; and

(i) complete Federal Bureau of Investigation criminal background checks through the

national criminal history system.

(b) Information obtained by the department from the review of criminal history records

received under Subsection (4)(a) shall be used by the department for the purposes of:

() determining if a person satisfies the character requirements under Section 31A-25-204

for issuance or renewal of alicense;

(i) determining if a person has failed to maintain the character requirements under Section
31A-25-204; and

(iii) preventing persons who violate the federal Violent Crime Control and Law
Enforcement Act of 1994, 18 U.S.C. Secs. 1033 and 1034, from engaging in the business of
insurance in the state.

(c) If the department reguests the criminal background information, the department shall:

() pay to the Department of Public Safety the costs incurred by the Department of Public

Safety in providing the department criminal background information under Subsection (4)(a)(i);

(ii) pay to the Federal Bureau of Investigation the costs incurred by the Federal Bureau of

| nvestigation in providing the department criminal background information under Subsection

4)(a)(ii); and
(iii) charge the person applying for alicense or for renewal of alicense afee equal to the

aggregate of Subsections (4)(c)(i) and (ii).
Section 162. Section 31A-25-205 is amended to read:
31A-25-205. Financial responsibility.
(1) Every person licensed under this chapter shall, while licensed and for one year after

that date, maintain an insurance policy or surety bond, issued by an authorized insurer, in an
amount specified under Subsection (2), on a policy or contract form which is acceptable under
Subsection (3).

(2) (8 Insurance policies or surety bonds satisfying the requirement of Subsection (1) shall
be in aface amount equal to at least 10% of the total funds handled by the administrator.
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However, no policy or bond under this [sabseetton] Subsection (2)(a) may be in a face amount of
less than $5,000 nor more than $500,000.

(b) Infixing the policy or bond face amount under Subsection (2)(a), the total funds
handled is.

(i) the greater of:

(A) the premiums received during the previous calendar year; or

(B) claims paid through the administrator during the previous calendar year[;]; or[]

(i) if no funds were handled during the preceding year, the total funds reasonably
anticipated to be handled by the administrator during the current calendar year.

(c) This section does not prohibit any person dealing with the administrator from requiring,
by contract, insurance coverage in amounts greater than required under this section.

(3) Insurance policies or surety bonds issued to satisfy Subsection (1) shall be on forms
approved by the commissioner. The policies or bonds shall require the insurer to pay, up to the
policy or bond face amount, any judgment obtained by participantsin or beneficiaries of plans
administered by the insured licensee which arise from the negligence or culpable acts of the
licensee or any employee or agent of the licensee in connection with the activities described under
Subsection 31A-1-301[€96)](111). The commissioner may require that policies or bonds issued
to satisfy the requirements of this section require the insurer to give the commissioner 20 day prior
notice of policy cancellation.

(4) The commissioner shall establish annual reporting requirements and forms to monitor
compliance with this section.

(5) Thissection may not be construed as limiting any cause of action an insured would
otherwise have against the insurer.

Section 163. Section 31A-25-206 is amended to read:

31A-25-206. Nonresident jurisdictional agreement.

(1) (a) [Nenresdent-applicantsfortcensestnder-th

applicant has a valid license from the nonresident license applicant's home state and the conditions

] If anonresident license

of Subsection (1)(b) are met, the commissioner shall:

(i) waive any license requirement for alicense under this chapter; and

(ii) issue the nonresident license applicant a nonresident third party administrator license.
(b) Subsection (1)(a) applies if:
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6910 (i) the nonresident license applicant:

6911 (A) islicensed as aresident in the nonresident license applicant's home state at the time

6912 the nonresident license applicant applies for a nonresident third party administrator license;

6913 (B) has submitted the proper request for licensure;

6914 (C) has submitted to the commissioner:

6915 (1) the application for licensure that the nonresident license applicant submitted to the
6916  applicant's home state; or

6917 (11) acompleted uniform application; and

6918 (D) has paid the applicable fees under Section 31A-3-103;

6919 (ii) the nonresident license applicant's license in the applicant's home state is in good
6920 standing; and

6921 (iii) the nonresident license applicant's home state awards nonresident third party

6922 administrator licenses to residents of this state on the same basis as this state awards licenses to
6923 residents of that home state.
6924 (2) A nonresident applicant shall execute in aform acceptable to the commissioner an

6925  agreement to be subject to the jurisdiction of the Utah commissioner and courts on any matter
6926 related to [hits] the applicant's insurance activities in Utah, on the basis of:

6927 (@) service of process under Sections 31A-2-309 and 31A-2-310; or

6928 (b) other service authorized in the Utah Rules of Civil Procedure.

6929 (3) The commissioner may verify the third party administrator's licensing status through
6930  the database maintained by:

6931 (a) the National Association of Insurance Commissioners; or

6932 (b) an affiliate or subsidiary of the National Association of Insurance Commissioners.
6933 (4) The commissioner may not assess a greater fee for an insurance license or related

6934  sarviceto aperson not residing in this state based solely on the fact that the person does not reside
6935 inthis state.

6936 Section 164. Section 31A-25-207 is amended to read:
6937 31A-25-207. Form and contents of license.
6938 (1) Licensesissued under this chapter shal be in the form the commissioner prescribes and

6939  shall set forth:
6940 [€1)] (a) the name, address, and telephone number of the licensee;
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[€3)] (b) the date of license issuance; and
[€3)] () any other information the commissioner considers advisable.
(2) A third party administrator doing business under any other name than the

administrator's legal name shall notify the commissioner prior to using the assumed name in this
state.

(3) (a) An organization shall be licensed as an agency if the organization acts as a third

party administrator.
(b) An agency license issued under Subsection (3)(a) shall set forth the names of all natural
persons licensed under this chapter who are authorized to act in those capacities for the

organization in this state.
Section 165. Section 31A-25-208 is amended to read:
31A-25-208. Termination of license.
(1) A licenseissued under this chapter remains in force until:

(@) revoked, suspended, or limited under Subsection (2);

(b) lapsed under Subsection (3);

(c) surrendered to and accepted by the commissioner; or

(d) thelicensee dies or is adjudicated incompetent as defined under Title 75, Chapter 5,
Part 3 or 4.

(2) After [ahearing] an adjudicative proceeding under Title 63, Chapter 46b,
Administrative Procedures Act, the commissioner may revoke, suspend for a specified period of

[tessthan] 12 months or less, or limit in whole or in part the license of any administrator, found
to:

(@) be unqgualified for alicense under Section 31A-25-203;

(b) have violated an insurance statute, valid rule under Subsection 31A-2-201(3), or avalid
order under Subsection 31A-2-201(4);

(c) beinsolvent, or the subject of receivership, conservatorship, rehabilitation, or other
delinquency proceedings in any state;

(d) have failed to pay any final judgment rendered againgt it in this state within 60 days
after the judgment became final;

(e) havefailed to meet the same good faith obligations in claims settlement as that required
of admitted insurers,
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(f) be affiliated with and under the same general management or interlocking directorate
or ownership as another administrator which transacts business in this state without a license; [of]
(9) have refused to be examined or to produce its accounts, records, and files for

examination, or have officers who have refused to give information with respect to the
administrator's affairs or to perform any other legal obligation as to an examination; [ot]
(h) have provided incorrect, misleading, incomplete, or materialy untrue information in

the license application;

(i) have violated an insurance law, valid rule, or valid order of another state's insurance

department;
() have obtained or attempted to obtain alicense through misrepresentation or fraud;

(k) have improperly withheld, misappropriated, or converted any monies or properties

received in the course of doing insurance business;

(1) have intentionally misrepresented the terms of an actual or proposed insurance contract

or application for insurance;

(m) have been convicted of afelony;

(n) have admitted or been found to have committed any insurance unfair trade practice or

fraud;
(0) have used fraudulent, coercive, or dishonest practicesin this state or e sewhere;

(p) have demonstrated incompetence, untrustworthiness, or financial irresponsibility in the

conduct of businessin this state or el sewhere;

(a) have had an insurance license or its equivalent, denied, suspended, or revoked in any

other state, province, district, or territory:;

(r) _have forged another's name to:

(i) _an application for insurance; or

(i) adocument related to an insurance transaction:;

(s) have improperly used notes or any other reference material to complete an examination

for an insurance license;

(t) have knowingly accepted insurance business from an individual who is not licensed:;

(u) have failed to comply with an administrative or court order imposing a child support

obligation;
(v) havefailed to:
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(i) pay state income tax; or

(i) comply with any administrative or court order directing payment of state income tax;

(w) have violated or permitted othersto violate the federal Violent Crime Control and Law
Enforcement Act of 1994, 18 U.S.C. Secs. 1033 and 1034; or

[€R)] (x) have engaged in methods and practices in the conduct of business [whieh] that
endanger the legitimate interests of customers and the public.

(3) (& Any licenseissued under this chapter lapses if the licensee fails to:

(i) pay the fee due under Section 31A-3-103[;]; or [Htheticenseefatsto]

(ii) produce, when due, evidence of compliance with the financial responsibility
requirement under Section 31A-25-205. [A]

(b) Subject to Subsection (3)(c) alicense [whieh] that has lapsed under this Subsection (3)
may be reinstated if the licensee] -within-96-days-after-tieensetapse;] cures the deficiency or
deficiencies [whieh] that brought about the license lapse within 90 days after the date the license

lapsed.

(©) The licensee shall pay twice the applicable license renewal fee if the cause of the
license lapse was failure to pay the usual renewal fee.
(4) Notwithstanding Subsection (3), a licensee whose license lapses due to military service

or some other extenuating circumstance such as along-term medical disability may request:

(@) reinstatement; and

(b) awaiver of any of the following imposed for failure to comply with renewa

procedures.
(i) an examination reguirement;
(i) afine; or

(iii) other sanction.

(5) The commissioner shall by rule prescribe the license renewal and reinstatement

procedures, in accordance with Title 63, Chapter 46a, Utah Administrative Rulemaking Act.

[4)] (6) A licensee under this chapter whose license is suspended, revoked, or lapsed, but
who continues to act as alicensee, is subject to the penalties for acting as an administrator without
alicense.

[€5)] (7) Anorder revoking a license under Subsection (2) may specify atime, not to
exceed five years, within which the former licensee may not apply for a new license. If no time
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is specified, the former licensee may not apply for five years without the express approval of the
commissioner.

[€6)] (8) Any person whose license is suspended or revoked under Subsection (2) shall,
when the suspension ends or a new license isissued, pay all the fees that 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. If anew license isissued more than three years after the revocation
of asimilar license, this subsection applies only to the fees that would have accrued during the
three years immediately following the revocation.

(9) If ordered by a court, the commissioner shall promptly withhold, suspend, restrict, or

reinstate the use of alicense issued under this part.
Section 166. Section 31A-26-101 is amended to read:
31A-26-101. Purposes.
The purposes of this chapter are:

(1) to promote the professional competence of those engaged in claims adjusting;

(2) to encourage fair and rapid settlement of claims;

(3) to protect claimants under insurance policies from unfair claims adjustment practices;
[andl]

(4) to prevent compensation arrangements for insurance adjusters that endanger the
fairness of claim settlementg-]; and

(5) to govern the qualifications and procedures for the licensing of insurance adjustors.

Section 167. Section 31A-26-202 is amended to read:

31A-26-202. Application for license.

(1) (8 The application for alicense as an independent adjuster or public adjuster shall be:

(i) made to the commissioner on forms and in a manner [ke] the commissioner
prescribes:]; and

(i) accompanied by the applicable fee, which is not refunded if the application is denied.

(b) The application shall provide:

(i) information about the identity[;]:

(ii) the applicant's:

(A) socia security number([;];_or
(B) federal employer identification number;
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(iii) the applicant's personal history, experience, education, and business record[;-and];

(iv) if the applicant is a natural person, whether the applicant is 18 years of age or older;

(v) whether the applicant has committed an act that is a ground for denial, suspension, or
revocation as set forth in Section 31A-25-208; and
(vi) any other information as the commissioner reasonably requires.

(2) The commissioner may require documents reasonably necessary to verify the

information contained in the application.

[B)] (3) [Anr-epplicant'ssoetal-seetritynumberisa] The following are private [recore]
records under Subsection 63-2-302(1)(g)[]:

[ sHrance-8 ditistel Censes

(a) the applicant's social security number; and

(b) the applicant's federal employer identification number.

Section 168. Section 31A-26-203 is amended to read:

31A-26-203. Adjuster'slicense required.

(1) The commissioner shall issue alicense to act as an independent adjuster or public

adjuster to any person who, as to the license classification applied for under Section 31A-26-204,
has:

[(h)] (a) satisfied the character requirements under Section 31A-26-205;

[3)] (b) satisfied the applicable continuing education requirements under Section
31A-26-206;

[€3)] () satisfied the applicable examination requirements under Section 31A-26-207;

[(4)] (d) if anonresident, complied with Section 31A-26-208; and

[€5)] () paid the applicable fees under Section 31A-3-103.

(2) (a) This Subsection (2) applies to the following persons:

(i) an applicant for:

(A) an independent adjuster's license; or

(B) apublic adjuster's license;




S.B. 100 01-11-01 5:56 PM

7096 (i) alicensed independent adjuster; or

7097 (iif) alicensed public adjuster.

7098 (b) A person described in Subsection (2)(a) shall report to the commissioner:

7099 (i) any administrative action taken against the person:

7100 (A) in another jurisdiction; or

7101 (B) by another regulatory agency in this state; and

7102 (i) any criminal prosecution taken against the person in any jurisdiction.

7103 (c) The report required by Subsection (2)(b) shall:

7104 (i) befiled:

7105 (A) at the time the person applies for a third party administrator's license; or

7106 (B) within 30 days of the initiation of an action or prosecution described in Subsection
7107 2)(b); and

7108 (i) include a copy of the complaint or other relevant legal documents related to the action
7109  or prosecution described in Subsection (2)(b).

7110 (3) (@) The department may request concerning a person applying for an independent or
7111  public adjuster's license:

7112 (i) criminal background information maintained pursuant to Title 53, Chapter 10, Part 2,
7113  from the Bureau of Criminal Identification; and

7114 (if) complete Federal Bureau of Investigation criminal background checks through the
7115  national criminal history system.

7116 (b) Information obtained by the department from the review of criminal history records
7117  received under Subsection (3)(a) shall be used by the department for the purposes of:

7118 (i) determining if a person satisfies the character requirements under Section 31A-26-205
7119  for issuance or renewal of alicense;

7120 (i) determining if a person has failed to maintain the character requirements under Section
7121  31A-25-204; and

7122 (iii) preventing persons who violate the federal Violent Crime Control and Law

7123  Enforcement Act of 1994, 18 U.S.C. Secs. 1033 and 1034, from engaging in the business of
7124  insurance in the state.

7125 (c) If the department reguests the criminal background information, the department shall:
7126 (i) _pay to the Department of Public Safety the costs incurred by the Department of Public
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Safety in providing the department criminal background information under Subsection (3)(a)(i);

(ii) pay to the Federal Bureau of Investigation the costs incurred by the Federal Bureau of

| nvestigation in providing the department criminal background information under Subsection

3)(a)(ii); and
(iii) charge the person applying for alicense or for renewal of alicense afee equal to the

aggregate of Subsections (3)(c)(i) and (ii).
Section 169. Section 31A-26-204 is amended to read:
31A-26-204. License classifications.

[teenses] A resident or nonresident license issued under this chapter shall be issued under
the classifications described under Subsections (1), (2), and (3). These classifications are intended
to describe the matters to be considered under any prerequisite education and examination required
of license applicants under Sections 31A-26-206 and 31A-26-207.

(1) Independent adjuster license classifications include:

(a) [disabitity] accident and health insurance, including related service insurance under
Chapter 7 or 8;
(b) property and liability insurance, which includes:

(i) property insurance;

(ii) liability insurance;

(iii) surety bonds; and

(iv) policies containing combinations or variations of these coverages,

(c) serviceinsurance;

(d) title insurance;

(e) credit insurance; and

(f) workers compensation insurance.

(2) Public adjuster license classifications include:

(a) [disabitity] accident and health insurance, including related service insurance under
Chapter 7 or 8;

(b) property and liahility insurance, which includes:

(i) property insurance;
(ii) liability insurance;
(iii) surety bonds; and
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(iv) policies containing combinations or variations of these coverages,

(c) serviceinsurance;

(d) title insurance;

(e) credit insurance; and

(f) workers compensation insurance.

(3) The commissioner may by rule recognize other independent adjuster or public adjuster
license classifications as to other kinds of insurance not listed under Subsection (1). The
commissioner may also by rule create license classifications which grant only part of the authority
arising under another license class.

Section 170. Section 31A-26-206 is amended to read:

31A-26-206. Continuing education requirements.

(1) The commissioner shall by rule prescribe continuing education requirements for each
class of license under Section 31A-26-204.

(2) (8 The commissioner shall impose continuing education requirements in accordance
with atwo-year licensing period in which the licensee meets the requirements of this Subsection
(2).

(b) Except as provided in Subsection (2)(c), for atwo-year licensing period described in
Subsection (2)(a) the commissioner shall require that the licensee for each line of authority held
by the licensee:

(i) receive six hours of continuing education; or

(i) passaline of authority continuing education examination.

(c) Notwithstanding Subsection (2)(b):

(i) the commissioner may not require continuing education for more than four lines of
authority held by the licenseg;

(i) the commissioner shall require:

(A) aminimum of:

(1) 12 hours of continuing education;

(1) passage of two line of authority continuing education examinations; or

(111) acombination of Subsection (2)(c)(ii))(A)(l) and (I1);

(B) that the minimum continuing education requirement of Subsection (2)(c)(ii)(A)
include:
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7189 (I at least six hours or one line of authority continuing education examination for each line
7190  of authority held by the licensee not to exceed four lines of authority held by the licensee; and

7191 (I1) three hours of ethics training, which may be taken in place of three hours of the hours
7192  required for aline of authority.

7193 (d) (i) If alicensee completes the licensee's continuing education requirement without

7194  taking aline of authority continuing education examination, the licensee shall complete at least %2
7195  of the required hours through classroom hours of insurance-related instruction.

7196 (if) The hours not completed through classroom hours in accordance with Subsection
7197  (2)(d)(i) may be obtained through:

7198 (A) home study;

7199 (B) video tape;

7200 (C) experience credit; or

7201 (D) other method provided by rule.

7202 (e) (i) A licensee may obtain continuing education hours at any time during the two-year

7203  licensing period.

7204 (i) The licensee may not take aline of authority continuing education examination more
7205  than 90 calendar days before the date on which the licensee's license is renewed.

7206 (f) The commissioner shall make rules for the content and procedures for line of authority
7207  continuing education examinations.

7208 (9) () Beginning May 3, 1999, alicensee is exempt from the continuing education

7209  requirements of this section if:

7210 (A) asof April 1, 1990, the licensee has completed 20 years of licensure in good standing;
7211 (B) the licensee requests an exemption from the department; and

7212 (C) the department approves the exemption.

7213 (i) If the department approves the exemption under Subsection (2)(g)(i), the licensee is

7214  not required to apply again for the exemption.

7215 (h) A licensee with a variable annuity line of authority is exempt from the requirement for
7216  continuing education for that line of authority so long as:

7217 (i) the National Association of Securities Dealers requires continuing education for

7218  licensees having a securities license; and

7219 (i) the licensee complies with the National Association of Securities Dealers continuing
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education requirements for securities licensees.

(i) The commissioner shall by rule:

(i) publish alist of insurance professional designations whose continuing education
requirements can be used to meet the requirements for continuing education under Subsection
(2)(c); and

(i) authorize professional adjuster associations to:

(A) offer qualified programs for all classes of licenses on a geographically accessible basis,
and

(B) collect reasonable fees for funding and administration of the continuing education
programs, subject to the review and approval of the commissioner.

() () The fees permitted under Subsection (2)(i) that are charged to fund and administer
aprogram shall reasonably relate to the costs of administering the program.

(if) Nothing in this section shall prohibit a provider of continuing education programs or
courses from charging fees for attendance at courses offered for continuing education credit.

(i) The fees permitted under Subsection (2)(i)(ii) that are charged for attendance at an
association program may be less for an association member, based on the member's affiliation
expense, but shall preserve the right of a nonmember to attend without affiliation.

(3) The requirements of this section apply only to licensees who are natural persons.

(4) Therequirements of this section do not apply to members of the Utah State Bar.

(5) The commissioner shall designate courses that satisfy the requirements of this section,
including those presented by insurers.

(6) A nonresident adjuster is considered to have satisfied this state's continuing education
requirementsif:

(a) the nonresident adjuster satisfies the nonresident producer's home state's continuing

education requirements for alicensed insurance adjuster; and

(b) on the same basis the nonresident adjuster's home state considers satisfaction of Utah's

continuing education requirements for a producer as satisfying the continuing education

requirements of the home state.
Section 171. Section 31A-26-207 is amended to read:
31A-26-207. Examination requirements.

(1) The commissioner may require applicants for any particular class of license under
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Section 31A-26-204 to pass an examination as a requirement to receiving alicense. The
examination shall reasonably relate to the specific license class for which it is prescribed. The

examinations may be administered by the commissioner or as specified by rule.

(a) applies for an insurance adjuster license in this state;

(b) has been licensed for the same line of authority in another state; and
(c) (i) islicensed in the state described in Subsection (2)(b) at the time the applicant
applies for an insurance producer license in this state; or

(ii) if the application is received within 90 days of the cancellation of the applicant's

previous license:

(A) the prior state certifies that at the time of cancellation, the applicant was in good
standing in that state; or

(B) the state's producer database records maintained by the National Association of
| nsurance Commissioners or the National Association of Insurance Commissioner's affiliates or

subsidiaries, indicates that the producer is or was licensed in good standing for the line of authority

requested.
(3) (&) To become aresident licensee in accordance with Sections 31A-26-202 and

31A-26-203, a person licensed as an insurance producer in another state who moves to this state
shall make application within 90 days of establishing legal residence in this state.
(b) A person who becomes a resident licensee under Subsection (3)(a) may not be required

to meet prelicensing education or examination requirements to obtain any line of authority

previously held in the prior state unless:

(i) the prior state would require a prior resident of this state to meet the prior state's

prelicensing education or examination requirements to become a resident licensee; or

(ii) the commissioner imposes the requirements by rule.

[€3)] (4) The requirements of this section only apply to applicants who are natural persons.
[t4)] (5) The requirements of this section do not apply to members of the Utah State Bar.
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Section 172. Section 31A-26-208 is amended to read:
31A-26-208. Nonresident jurisdictional agreement.

(1) (@) [Nenresidentappticantsforticensestndertht

applicant has a valid license from the nonresident license applicant's home state and the conditions

] If anonresident license

of Subsection (1)(b) are met, the commissioner shall:

(i) waive any license requirement for alicense under this chapter; and

(ii)_issue the nonresident license applicant a nonresident adjuster's license.
(b) Subsection (1)(a) applies if:
(i) the nonresident license applicant:

(A) islicensed as aresident in the nonresident license applicant's home state at the time

the nonresident license applicant applies for a nonresident adjuster license;

(B) has submitted the proper request for licensure;

(C) has submitted to the commissioner:

(1) the application for licensure that the nonresident license applicant submitted to the

applicant's home state; or

(11) acompleted uniform application; and

(D) has paid the applicable fees under Section 31A-3-103;

(ii) the nonresident license applicant's license in the applicant's home state is in good
standing; and

(iii) the nonresident license applicant's home state awards nonresident adjuster licenses to

residents of this state on the same basis as this state awards licenses to residents of that home state.

(2) A nonresident applicant shall execute in aform acceptable to the commissioner an

agreement to be subject to the jurisdiction of the commissioner and courts of this state on any
matter related to [his] the adjuster's insurance activities in this state, on the basis of:

(@) service of process under Sections 31A-2-309 and 31A-2-310; or

(b) other service authorized under the Utah Rules of Civil Procedure or Section 78-27-25.

(3) The commissioner may verify the third party administrator's licensing status through
the database maintained by:

(a) the National Association of Insurance Commissioners; or

(b) an affiliate or subsidiary of the National Association of |nsurance Commissioners.

(4) The commissioner may not assess a greater fee for an insurance license or related
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service to aperson not residing in this state based solely on the fact that the person does not reside

in this state.

Section 173. Section 31A-26-209 is amended to read:

31A-26-209. Form and contents of license.

(1) Licensesissued under this chapter shal be in the form the commissioner prescribes and
shall set forth:

(@) the name, address, and telephone number of the licenseg;

(b) the license classifications under Section 31A-26-204,

(c) the date of license issuance; and

(d) any other information the commissioner considers advisable.

(2) An adjuster doing business under any other name than the adjuster's legal name shall

notify the commissioner prior to using the assumed name in this state.
[3)] (3) (&) An organization [aetifg] shall be licensed as an agency if the organization acts

(i) an independent adjuster [4

(ii) apublic adjuster.

(b) The [erganization] agency license issued under Subsection (3)(a) shall set forth the
names of all natural persons licensed under this chapter who are authorized to act in those

capacities for the organization in this state.

(3) () Sofar asis practicable, the commissioner shall issue asingle license to each
licensed adjuster for asingle fee.

(b) For fee purposes, the less expensive license is [sabsarmed] included within the most
expensive license.

Section 174. Section 31A-26-213 is amended to read:

31A-26-213. Termination of license.

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

(@) revoked, suspended, or limited under Subsection (2);

(b) lapsed under Subsection (3);

(c) surrendered to and accepted by the commissioner; or

(d) thelicensee dies or is adjudicated incompetent as defined under Title 75, Chapter 5,
Part 3 or 4.
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(2) After an adjudicative proceeding under Title 63, Chapter 46b, Administrative

Procedures Act, the commissioner may revoke, suspend for a specified period of 12 months or less,

or limit in whole or in part the license of any adjuster, found to:

(a) be unquadlified for alicense under Section 31A-26-203;

(b) have violated:

(i) aninsurance statute;

(ii) avdlid rule under Subsection 31A-2-201(3); or

(iii) avalid order under Subsection 31A-2-201(4);

(c) beinsolvent, or the subject of receivership, conservatorship, rehabilitation, or other

delinguency proceedings in any state;

(d) fail to pay any final judgment rendered againgt it in this state within 60 days after the

judgment became final;

(e) fal to meet the same good faith obligations in claims settlement as that required of

admitted insurers;

(f) be affiliated with and under the same genera management or interlocking directorate

or ownership as another adjuster which transacts business in this state without a license;

(g) refuse to be examined or to produce its accounts, records, and files for examination;

(h) have an officer who:

(i) refusesto give information with respect to the administrator's affairs; or

(ii) to perform any other legal obligation as to an examination;

(i) have provided incorrect, mideading, incomplete, or materially untrue information in

the license application;

() have violated any insurance law, valid rule, or valid order of another state's insurance

department;
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(k) have obtained or attempted to obtain alicense through misrepresentation or fraud;

(1) have improperly withheld, misappropriated, or converted any monies or properties

received in the course of doing insurance business;

(m) have intentionally misrepresented the terms of an actual or proposed insurance

contract or application for insurance;

(n) have been convicted of afelony;

(0) have admitted or been found to have committed any insurance unfair trade practice or

fraud;
(p) have used fraudulent, coercive, or dishonest practices in the conduct of businessin this

state or elsewhere;

(q) have demonstrated incompetence, untrustworthiness, or financial irresponsibility in the

conduct of businessin this state or el sewhere;

(r) _have had an insurance license, or its equivalent, denied, suspended, or revoked in any

other state, province, district, or territory:;

(s) have forged another's name to:

(i) _an application for insurance; or

(ii) any document related to an insurance transaction;

(t) have improperly used notes or any other reference material to complete an examination

for an insurance license;

(u) have knowingly accepted insurance business from an individual who is not licensed;

(v) have failed to comply with an administrative or court order imposing a child support
obligation;

(w) have failed to:

(i) pay state income tax; or

(ii) comply with any administrative or court order directing payment of state income tax;

(x) have violated or permitted othersto violate the federal Violent Crime Control and Law
Enforcement Act of 1994, 18 U.S.C. Secs. 1033 and 1034; or
(y) have engaged in methods and practices in the conduct of business which endanger the

legitimate interests of customers and the public.

(3) (& Any licenseissued under this chapter lapses if the licensee fails to pay when due
any fee under Section 31A-3-103.
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(b) A licensee whose license lapses due to military service or some other extenuating

circumstance such as along-term medical disability may request:

(i) reinstatement: and

(i) awaiver of any of the following imposed for failure to comply with renewa

procedures.
(A) an examination requirement;

(B) afine; or

(C) other sanction.

(¢) The commissioner shall by rule prescribe the license renewal and reinstatement
procedures, in accordance with Title 63, Chapter 46a, Utah Administrative Rulemaking Act.

(4) A licensee under this chapter whose license is suspended, revoked, or lapsed, but who
continues to act as a licensee, is subject to the penalties for conducting an insurance business
without alicense.

(5) Anorder revoking a license under Subsection (2) may specify atime not to exceed five
years within which the former licensee may not apply for anew license. If no time is specified,
the former licensee may not apply for a new license for five years without the express approval of
the commissioner.

(6) Any person whose license is suspended or revoked under Subsection (2) shall, when
the suspension ends or a new license is issued, pay all fees that 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. If anew licenseisissued more than three years after the revocation of a similar
license, this subsection applies only to the fees that would have accrued during the three years
immediately following the revocation.

(7) Thedivison shall promptly withhold, suspend, restrict, or reinstate the use of alicense
issued under this part if so ordered by a court.

Section 175. Section 31A-26-215 is enacted to read:

31A-26-215. Temporary license -- Appointment of trustee for terminated licensee's
business.

(1) (a) The commissioner may issue atemporary insurance adjuster license:

(i) to aperson listed in Subsection (1)(b):

(A) if the commissioner considers that the temporary license is necessary:
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(1) for the servicing of an insurance business in the public interest; and

(11) to provide continued service to the insureds who are being serviced in a circumstance
described in Subsection (1)(b);
(B) for aperiod not to exceed 180 days; and

(C) without reguiring an examination; or

(ii) in any other circumstance:

(A) if the commissioner considers the public interest will best be served by issuing the

temporary license;

(B) for aperiod not to exceed 180 days; and

(C) without requiring an examination.

(b) The commissioner may issue atemporary insurance producer license in accordance
with Subsection (1)(a) to:
(i) the surviving spouse or court-appointed personal representative of alicensed insurance

adjuster who dies or becomes mentally or physically disabled to allow adequate time for:

(A) the sdle of the insurance business owned by the adjuster:

(B) recovery or return of the adjuster to the business; or

(C) thetraining and licensing of new personnel to operate the adjuster's business;

(ii) to amember or employee of a business entity licensed as an insurance adjuster upon
the death or disability of an individual designated in:
(A) the business entity application; or

(B) thelicense; or

(iii) the designee of alicensed insurance adjuster entering active service in the armed

forces of the United States of America.

(2) If aperson'slicenseis terminated under Section 31A-26-213, the commissioner may

appoint atrustee to provide in the public interest continuing service to the insureds who procured

insurance through the person whose license is terminated:

(a) at the request of the person whose license is terminated; or

(b) upon the commissioner's own initiative.

(3) This section does not apply if the deceased or disabled adjuster has not owned or does
not own an ownership interest in the accounts and associated expiration lists that were previously
serviced by the adjuster.
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(4) () A person issued atemporary license under Subsection (1) receives the license and

shall perform the duties under the license subject to the commissioner's authority to:

(1) _reguire atemporary licensee to have a suitable sponsor who:

(A) isalicensed producer; and

(B) assumes responsihility for all acts of the temporary licensee; or

(ii) impose other requirements that are:

(A) designed to protect the insureds and the public; and
(B) similar to the condition described in Subsection (4)(a)(i).
(b) A trustee appointed under Subsection (2) shall receive the trustee's appointment and

perform the trustee's duties subject to the conditions listed in Subsections (4)(b)(i) through (xv).

(i) A trustee appointed under this section shall be licensed under this chapter to perform

the services required by the trustor's clients.

(i) When possible, the commissioner shall appoint atrustee who is no longer actively

engaged on the trustee's own behalf in business as an adjuster.

(iii) The commissioner shall only select a person to act as trustee who is trustworthy and

competent to perform the necessary services.

(iv) _If the deceased, disabled, or unlicenced person for whom the trustee is acting is an

associated adjuster, the insurers through or with which the former adjuster's business was

associated shall cooperate with the trustee in allowing the trustee to service the claims associated

with or through the insurer.

(v) Thetrustee shall abide by the terms of any agreement between the former adjuster and

the associated insurer, except that terms in those agreements terminating the agreement upon the

death, disahility, or license termination of the former agent do not bar the trustee from continuing

to act under the agreement.

(vi) The commissioner shall set the trustee's compensation which:

(A) may be stated in terms of a percentage of commissions;
(B) shall be equitable; and
(C) paid exclusively from:

(1) _the commissions generated by the former adjuster's accounts serviced by the trustee;

(11) other funds the former adjuster or the former adjuster's successor in interest agree to
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pay.
(vii) The trustee has no special priority to commissions over the former adjuster's creditors.

(viii) The following may not be held liable for errors or omissions of the former adjuster

or the trustee:
(A) the commissioner; or

(B) the state.

(ix) The trustee may not be held liable for errors and omissions that were caused in any

material way by the negligence of the former adjuster.

(X) The trustee may be held liable for errors and omissions that arise solely from the

trustee's negligence.

(xi) The trustee's compensation level shall be sufficient to allow the trustee to purchase

errors and omissions coverage, if that coverage is not provided to the trustee by:
(A) the former adjuster; or
(B) theformer adjuster's successor in interest.

(xii) It isabreach of the trustee's fiduciary duty to capture the accounts of trustor's clients,

either directly or indirectly.

(xiii) The trustee may not purchase the accounts or expiration lists of the former adjuster,

unless the commissioner expresdy ratifies the terms of the sale.

(xiv) The commissioner may adopt rules that:

(A) further define the trustee's fiduciary duties; and

(B) explain how the trustee isto carry out the trustee's responsibilities.

(xv) Thetrust may be terminated by:

(A) the commissioner; or

(B) the person that requested the trust be established.

(c) A person described in Subsection (4)(b)(vi)(B) shall terminate the trust by sending
written notice to:

(i) thetrustee; and

(ii) the commissioner.

(5) (a) The commissioner may by order limit the authority of any temporary licensee or

trustee in any way considered necessary to protect:

(i) persons being serviced:; and
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(i) the public.

(b) The commissioner may by order revoke atemporary license or trustee's appointment

if the interest of persons being serviced or the public are endangered.

(c) A temporary license or trustee's appointment may not continue after the owner or

personal representative disposes of the business.
Section 176. Section 31A-26-302 is amended to read:
31A-26-302. Settlement of claimsin credit life and accident and health insurance.
(1) The creditor shall promptly report al claimsto the insurer or its designated claim

representative. Theinsurer shall maintain adequate claimsfiles. All claims shall be settled as
soon as possible in accordance with the terms of the insurance contract.

(2) Theinsurer shall pay all claims either by draft drawn upon the insurer or by check of
the insurer to the order of the claimant to whom payment of the claim is due pursuant to the policy
provisions, or upon direction of that claimant to another.

(3) [No] A person other than the insurer or its designated claim representative may not
settle or adjust claims. The creditor may not be designated as a claims representative.

Section 177. Section 31A-27-311.5 isrepealed and reenacted to read:

31A-27-311.5. Continuance of coverage -- Health maintenance or ganizations.

(1) Asused in this section:

(a) "basic hedlth care services' is as defined in Section 31A-8-101;

(b) "enrollee" is as defined in Section 31A-8-101;

(c) "health care" is as defined in Section 31A-1-301;

(d) "health maintenance organization" is as defined in Section 31A-8-101;

(e) "limited health plan” is as defined in Section 31A-8-101;

(f) (1) "managed care organization" means any entity licensed by, or holding a certificate

of authority from, the department to furnish health care services or health insurance;

(i) "managed care organization" includes:
(A) alimited health plan;
(B) ahealth maintenance organization;

(C) apreferred provider organization;
(D) afraternal benefit society; or
(E) any entity similar to an entity described in Subsections (1)(f)(ii)(A) through (D);
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(iii) "managed care organization" does not include:

(A) aninsurer or other person that is eligible for membership in a guaranty association
under Chapter 28;
(B) amandatory state pooling plan;

(C) amutual assessment company or any entity that operates on an assessment basis; or
(D) any entity similar to an entity described in Subsections (1)(f)(iii)(A) through (C);
(g) "participating provider" means a provider who, under an express or implied contract

with the managed care organization, has agreed to provide health care services to enrollees with

an expectation of receiving payment, directly or indirectly, from the managed care organization,

other than copayment:

(h) "participating provider contract”" means the agreement between a participating provider

and a managed care organization authorized under Section 31A-8-407;

() "preferred provider" means a provider who agrees to provide health care services under
an agreement authorized under Subsection 31A-22-617(1);
() "preferred provider contract" means the agreement between a preferred provider and

amanaged care organization authorized under Subsection 31A-22-617(1);

(k) "preferred provider organization" means any person, other than an insurer licensed

under Chapter 7 or an individual who contracts to render professional or personal services that the
individual performs himself, that:
(1) furnishes at a minimum, through preferred providers, basic health care services to an

enrollee in return for prepaid periodic payments in an amount agreed to prior to the time during
which the health care may be furnished:;
(ii) isobligated to the enrollee to arrange for the services described in Subsection (1) (K)(i);

and
(iii) permits the enrollee to obtain health care services from providers who are not

preferred providers;
(1) "provider" is as defined in Section 31A-8-101; and
(m) "uncovered expenditure' means the costs of health care services that are covered by

an organization for which an enrollee is liable in the event of the managed care organization's

insolvency.
(2) Therehabilitator or liquidator may take one or more of the actions described in
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Subsections (2)(a) through (f) to assure continuation of health care coverage for enrollees of an

insolvent managed care organization.
(a) (i) Subject to Subsection (2)(a)(ii), arehabilitator or liguidator may require a
participating provider and preferred provider of health care services to continue to provide the

health care services the provider is required to provide under the respective participating provider

contract or preferred provider contract until the later of:

(A) 90 daysfrom the date of the filing of a petition for rehabilitation or the petition for
liquidation; or

(B) the date the term of the contract ends.

(i) A requirement by the rehabilitator or liquidator under Subsection (2)(a)(i) that a
participating provider or preferred provider continue to provide health care services under a

provider's participating provider contract or preferred providers contract expires when hedth care

coverage for all enrollees of the insolvent managed care organization is obtained from another

managed care organization or insurer.
(b) (i) Subject to Subsection (2)(b)(ii), a rehahilitator or liquidator may reduce the feesa
participating provider or preferred provider is otherwise entitled to receive from the managed care

organization under its participating provider contract or preferred provider contract during the time
period in Subsection (2)(a)(i).

(i) Notwithstanding Subsection (2)(b)(i):

(A) arehabilitator or liquidator may not reduce afee to less than 75% of the regular fee

set forth in the respective participating provider contract or preferred provider contract; and

(B) the enrollee shall continue to pay the same copayments, deductibles, and other

payments for services received from the participating provider or preferred provider that the

enrollee was required to pay before the date of filing of:
(1) _the petition for rehabilitation; or
(11) the petition for liquidation.

(c) If the conditions of Subsection (2)(b) are met, a participating provider or preferred

provider shall:
(i) accept the reduced payment as payment in full; and

(i) relinquish the right to collect additional amounts from the insolvent managed care

organization's enrollee.
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(d) If the managed care organization is a health maintenance organization, Subsections
(2)(d)(i) through (v) apply.

(i) Subject to Subsections (2)(d)(ii) and (iv), upon notification from and subject to the
direction of the rehabilitator or liquidator of a health maintenance organization licensed under

Chapter 8, a solvent health maintenance organization licensed under Chapter 8 and operating

within a portion of the insolvent health maintenance organization's service area shall extend to the

enrollees all rights, privileges, and obligations of being an enrollee in the accepting health

maintenance organization, except that the accepting health maintenance organization shall give

credit to an enrollee for any waiting period already satisfied under the provisions of the enrollee's

contract with the insolvent health maintenance organization.

(i) A health maintenance organization accepting an enrollee of an insolvent health

maintenance organization under Subsection (2)(d)(i) shall charge the enrollee the premiums

applicable to the existing business of the accepting health maintenance organization.

(iii) A health maintenance organization's obligation to accept an enrollee under Subsection

(2)(d)(i) is limited in number to its pro rata share of al health maintenance organization enrollees

in this state, as determined after excluding the enrollees of the insolvent insurer.

(iv) The rehabilitator or liguidator of an insolvent health maintenance organization shall

take those measures that are possible to ensure that no health maintenance organization is required

to accept more than its pro rata share of the adverse risk represented by the enrollees of the

insolvent health maintenance organization. Aslong as the methodoloqy used by the rehabilitator

or liguidator to assign an enrollee is one which can be expected to produce a reasonably equitable

distribution of adverse risk, that methodology and its results are acceptable under this Subsection
(2)(d)(iv).

(v) (A) Notwithstanding Section 31A-27-311, the rehabilitator or liquidator may require
all solvent health maintenance organizations to pay for the covered claimsincurred by the enrollees

of the insolvent health maintenance organization.

(B) Asdetermined by the rehabilitator or liquidator, payments required under this
Subsection (2)(d)(v) may:
(1) beqin as of the filing of the petition for reorganization or the petition for liquidation;

and
(11) continue for a maximum period through the time all enrollees are assigned pursuant
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to this section.
(C) If the rehabilitator or liguidator makes an assessment under this Subsection (2)(d)(Vv),
the rehabilitator or liquidator shall assess each solvent health maintenance organization its pro rata

share of the total assessment based upon its premiums from the previous calendar vear.

(e) A rehabilitator or liquidator may transfer, through sale, or otherwise, the group and

individual health care obligations of the insolvent managed care organization to other managed

care organizations or other insurers, if those other managed care organizations and other insurers

are licensed or have a certificate of authority to provide the same health care services in this state

that the insolvent managed care organization has.

() The rehahilitator or liguidator may combine group and individual health care

obligations of the insolvent managed care organization in any manner the rehabilitator or liquidator

considers best to provide for continuous health care coverage for the maximum number of

enrollees of the insolvent managed care organization.

(i) If the terms of a proposed transfer of the same combination of group and individual

policy obligations to more than one other managed care organization or insurer are otherwise

equal, the rehabilitator or liguidator shall give preference to the transfer of the group and individual

policy obligations of an insolvent managed care organization as follows:

(A) from one category of managed care organization to another managed care organization

of the same category, as follows:
(1) from alimited health plan to alimited health plan;
(11) from a health maintenance organization to a health maintenance organization;

(111) from apreferred provider organization to a preferred provider organization;
(1V) from afraternal benefit society to afraternal benefit society; and
(V) from any entity similar to any of the above to a category that is similar;

(B) from one category of managed care organization to another managed care organization,

regardless of the category of the transferee managed care organization; and

(C) from amanaged care organization to a nonmanaged care provider of health care

coverage, including insurers.

(f)_A rehabilitator or liguidator may use the insolvent managed care organization's required

capital or permanent surplus, and compulsory surplus, to continue to provide coverage for the

insolvent managed care organization's enrollees, including paying uncovered expenditures.
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Section 178. Section 31A-28-102 is amended to read:

31A-28-102. Purpose.

(1) The purpose of this part isto protect, subject to certain limitations, the persons
specified in Subsection 31A-28-103(1) against failure in the performance of contractual
obligations, under the life and [€lisabitity] accident and health insurance policies and annuity

contracts specified in Subsection 31A-28-103(2), because of the impairment or insolvency of the
member insurer that issued the policies or contracts.

(2) To provide the protection described in Subsection (1), the Utah Life and Disability
Insurance Guaranty Association, which currently exists, is continued in order to pay benefits and
to continue coverages as limited in this part, and members of the association are subject to
assessment to provide funds to carry out the purpose of this part.

Section 179. Section 31A-28-103 is amended to read:

31A-28-103. Coverage and limitations.

(1) Thispart provides coverage for the policies and contracts specified in Subsection (2)
to persons who are:

(@) beneficiaries, assignees, or payees of the persons covered under Subsection (1)(b),
regardless of where they reside, except for nonresident certificate holders under group policies or
contracts;

(b) owners of or certificate holders under such policies or contracts; or, in the case of
unallocated annuity contracts, to the persons who are the contract holders, and who are:

(i) residents of Utah; or

(i) not residents of Utah, but only under the following conditions:

(A) theinsurers which issued the policies or contracts are domiciled in this state;

(B) theinsurers never held alicense or certificate of authority in the statesin which the
persons reside;

(C) the states have associations similar to the association created by this chapter; and

(D) the persons are not €eligible for coverage by the associations described in Subsection
(1)(B)()(C).

(2) (8) Except as otherwise limited by this part, this part provides coverage to the persons
specified in Subsection (1) for direct, nongroup life, [elisabitity] accident and health, annuity and
supplemental policies or contracts, for certificates under direct group policies and contracts, and
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for unallocated annuity contracts issued by member insurers. Annuity contracts and certificates
under group annuity contracts include guaranteed investment contracts, deposit administration
contracts, unallocated funding agreements, structured settlement agreements, lottery contracts, and
any immediate or deferred annuity contracts.

(b) Thispart does not provide coverage for:

(i) any portion of a policy or contract not guaranteed by the insurer, or under which the risk
is borne by the policy or contract holder;

(if) any policy or contract of reinsurance, unless assumption certificates have been issued;

(iii) any portion of a policy or contract to the extent that the rate of interest on which it is
based:

(A) averaged over the period of four years prior to the date on which the association
becomes obligated with respect to the policy or contract, exceeds arate of interest determined by
subtracting two percentage points from Moody's Corporate Bond Yield Average averaged for that
same four-year period or for the corresponding lesser period if the policy or contract was issued
less than four years before the association became obligated; and

(B) on or after the date on which the association becomes obligated with respect to the
policy or contract, exceeds the rate of interest determined by subtracting three percentage points
from Moody's Corporate Bond Yield Average as most recently available;

(iv) any plan or program of an employer, association, or similar entity to provide life,
[elisabitity] accident and health, or annuity benefits to its employees or membersto the extent that
the plan or program is self-funded or uninsured, including benefits payable by an employer,

association, or sSimilar entity under:

(A) amultiple employer welfare arrangement as defined in Section 514 of the Employee
Retirement Income Security Act of 1974, as amended;

(B) aminimum premium group insurance plan;

(C) astop-loss group insurance plan; or

(D) an administrative services only contract;

(v) any portion of apolicy or contract to the extent that it provides dividends or experience
rating credits, or provides that any fees or allowances be paid to any person, including the policy
or contract holder, in connection with the service to or administration of the policy or contract;

(vi) any policy or contract issued in this state by a member insurer at atime when it was
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not licensed or did not have a certificate of authority to issue the policy or contract in this state;

(vit) any unallocated annuity contract issued to an employee benefit plan protected under
the federal Pension Benefit Guaranty Corporation; and

(viii) any portion of any unallocated annuity contract which is not issued to or in
connection with a specific employee, union, or association of natural persons benefit plan or a
government lottery.

(c) The benefits for which the association may become liable shall in no event exceed the
lesser of:

(i) the contractua obligations for which the insurer is liable or would have been liable if
it were not an impaired or insolvent insurer; or

(i) (A) with respect to any one life, regardless of the number of policies or contracts:

(1) $300,000 in life insurance death benefits, but not more than $100,000 in net cash
surrender and net cash withdrawal values for life insurance;

(I1) $100,000 in [elisabitity] accident and health insurance benefits, including any net cash
surrender and net cash withdrawal values,

(111) $100,000 in the present value of annuity benefits, including net cash surrender and
net cash withdrawal values,

(B) with respect to each individua participating in a governmental retirement plan
established under Section 401(k), 403(b), or 457 of the Interna Revenue Code covered by an
unallocated annuity contract or the beneficiaries of each such individual if deceased, in the

aggregate, $100,000 in present value of annuity benefits, including net cash surrender and net cash
withdrawal values;

(C) however, in no event shall the association be liable to expend more than $300,000 in
the aggregate with respect to any one individual under Subsections (2)(c)(ii)(A) and (ii)(B);

(iii) with respect to any one contract holder covered by any unallocated annuity contract
not included in Subsection (2)(c)(ii)(B), $5,000,000 in benefits, irrespective of the number of
contracts held by that contract holder.

Section 180. Section 31A-28-106 is amended to read:

31A-28-106. Continuation of the association.

(1) Thereis continued under this chapter the nonprofit legal entity known as the Utah Life
and Disability Insurance Guaranty Association created under former provisions of thistitle. All
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member insurers shall be and remain members of the association as a condition of their authority
to transact businessin this state. The association shall perform its functions under the plan of
operation established and approved under Section 31A-28-110 and shall exercise its powers
through a board of directors under the provisions of Section 31A-28-107. For purposes of
administration and assessment the association shall maintain two accounts:

(@) the life and annuity account, which includes the following subaccounts:

(i) Life Insurance Account;

(i) Annuity Account; and

(iii) Unallocated Annuity Account, which includes contracts qualified under Sections
401(k), 403(b), or 457 of the Internal Revenue Code; and

(b) the [eisabitity] accident and health insurance account.

(2) The association shall come under the immediate supervision of the commissioner and

shall be subject to the applicable provisions of the insurance laws of this state. Meetings or records
of the association may be opened to the public upon majority vote of the board of directors of the
association.

Section 181. Section 31A-28-108 is amended to read:

31A-28-108. Powers and duties of the association.

(1) If amember insurer is an impaired domestic insurer, the association in its discretion
and subject to any conditions imposed by the association that do not impair the contractual
obligations of the impaired insurer that are approved by the commissioner, and also by the
impaired insurer, except in cases of court-ordered conservation or rehabilitation, may:

(@) guarantee, assume, or reinsure, or cause to be guaranteed, assumed, or reinsured, any
or al of the policies or contracts of the impaired insurer;

(b) provide the necessary monies, pledges, notes, guarantees or other meansto effectuate
Subsection (1)(a) and assure payment of the contractual obligations of the impaired insurer
pending action under Subsection (1)(a); or

(c) loan money to the impaired insurer.

(2) (&) If amember insurer isanimpaired insurer, whether domestic, foreign, or alien, and
the insurer is not paying claims timely, the association shall in its discretion and subject to the
preconditions specified in Subsection (2)(b), either:

(i) take any of the actions specified in Subsection (1), subject to the conditions specified
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in Subsection (1); or

(i) provide substitute benefits in lieu of the contractual obligations of the impaired insurer
solely for [disabtity] accident and health claims, periodic annuity benefit payments, death benefits,
supplemental benefits, and cash withdrawals for policy or contract owners who petition for such

benefits under claims of emergency or hardship in accordance with the standards proposed by the
association and approved by the commissioner.

(b) The association is subject to the requirements of Subsection (2)(a) only if:

(i) thelaws of the impaired insurer's state of domicile provide that until all payments of,
or an account of, the impaired insurer's contractual obligations by all guaranty associations, along
with all expenses of the obligation and interest on all such payments and expenses, have been
repaid to the guaranty associations or a plan of repayment by the impaired insurer has been
approved by the guaranty associations:

(A) the delinquency proceeding shall not be dismissed;

(B) neither the impaired insurer nor its assets shall be returned to the control of its
shareholders or private management;

(C) it shall not be permitted to solicit or accept new business or have any suspended or
revoked license restored; and

(i) (A) if the impaired insurer is a domestic insurer, it has been placed under an order of
rehabilitation by a court of competent jurisdiction in this state; or

(B) if theimpaired insurer is aforeign or alien insurer:

(I it has been prohibited from soliciting or accepting new business in this state;

(I1) its certificate of authority has been suspended or revoked in this state; and

(111) apetition for rehabilitation or liquidation has been filed in a court of competent
jurisdiction in its state of domicile by the commissioner of the state.

(3) If amember insurer is an insolvent insurer, the association in its discretion shall either:

(@) (i) guaranty, assume, or reinsure, or cause to be guaranteed, assumed, or reinsured, the
policies or contracts of the insolvent insurer; or

(i) assure payment of the contractual obligations of the insolvent insurer; and

(iii) provide such monies, pledges, guarantees, or other means as are reasonably necessary
to discharge such duties; or

(b) with respect only to [€lisabitity] accident and health insurance policies, provide benefits
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and coverages in accordance with Subsection (4).
(4) When proceeding under Subsections (2)(a)(ii) or (3)(b), with respect only to [¢lisabitity]
accident and health insurance policies, the association shall:

(a) assure payment of benefits for premiums identical to the premiums and benefits, except
for terms of conversion and renewability, that would have been payable under the policies of the
insolvent insurer, for claims incurred:

(i) with respect to group policies, not later than the earlier of the next renewal date under
the policies or contracts or 45 days, but in no event less than 30 days, after the date on which the
association becomes obligated with respect to the policies,

(if) with respect to individual policies, not later than the earlier of the next renewal date,
if any, under the policies or one year, but in no event less than 30 days, from the date on which the
association becomes obligated with respect to the policies,

(b) make diligent effortsto provide 30 days notice of the termination of the benefits
provided to all known insureds, or group policyholders with respect to group policies;

(c) make available substitute coverage on an individual basis, in accordance with the
provisions of Subsection (4)(d), to each known insured or owner under an individual policy, and
to each individual formerly insured under a group policy who is not eligible for replacement group
coverage, if the insured had aright under law or the terminated policy to convert coverage to
individual coverage or to continue an individual policy in force until a specified age or for a
specified time during which the insurer had no right unilaterally to make changes in any provision
of the policy or had aright only to make changes in premium by class.

(d) (i) Inproviding the substitute coverage required under Subsection (4)(c), the
association may offer either to reissue the terminated coverage or to issue an alternative policy.

(i) Alternate or reissued policies shall be offered without requiring evidence of
insurability, and shall not provide for any waiting period or exclusion that would not have applied
under the terminated policy.

(iii) The association may reinsure any alternative or reissued policy.

(e) (i) Alternative policies adopted by the association shall be subject to the approval of
the commissioner. The association may adopt aternative policies of various types for future
issuance without regard to any particular impairment or insolvency.

(i) Alternative policies shall contain at least the minimum statutory provisions required
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in this state and provide benefits that are not unreasonable in relation to the premium charged. The
association shall set the premium in accordance with its table of adopted rates. The premium shall
reflect the amount of insurance to be provided and the age and class of risk of each insured. For
alternative policiesissued to insureds under individual policies of the impaired or insolvent

insurer, age shall be determined in accordance with the original policy provisions and class of risk
shall be the class of risk under the original policy. For alternative policiesissued to individuals
insured under a group policy, age and class of risk shall be determined by the association in
accordance with the aternative policy provisions and risk classification standards approved by the
commissioner. However, the premium may not reflect any changes in the health of the insured
after the original policy was last underwritten.

(iii) Any alternative policy issued by the association shall provide coverage of atype
similar to that of the policy issued by the impaired or insolvent insurer, as determined by the
association.

(f) If the association elects to reissue terminated coverage at a premium rate different from
that charged under the terminated policy, the premium shall be set by the association in accordance
with the amount of insurance provided and the age and class of risk, subject to the approval of the
commissioner or by a court of competent jurisdiction.

(g) The association's obligations with respect to coverage under any policy of the impaired
or insolvent insurer or under any reissued or alternative policy shall cease on the date the coverage
or policy is replaced by another similar policy by the policyholder, the insured, or the association.

(h) With respect to claims unpaid as of the date of insolvency and claimsincurred during
the period defined in Subsection (4)(a), a provider of health care services, by accepting a payment
from the association upon a claim of the provider against an insured whose health care insurer is
an insolvent member insurer, agrees to forgive the insured of 20% of the debt which otherwise
would be paid by the insurer had it not been insolvent, subject to a maximum of $4,000 being
required to be forgiven by any one provider asto each clamant. The obligations of solvent
insurersto pay all or part of the covered claim are not diminished by the forgiveness provided for
in this section.

(5 When proceeding under Subsection (2)(a)(ii) or (3) with respect to any policy or
contract carrying guaranteed minimum interest rates, the association shall assure the payment or
crediting of arate of interest consistent with Subsection 31A-28-103(2)(b)(iii).
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(6) Nonpayment of premiums within 31 days after the date required under the terms of any
guaranteed, assumed, alternative, or reissued policy or contract or substitute coverage shall
terminate the association's obligations under the policy or coverage under this chapter with respect
to the policy or coverage, except with respect to any claims incurred or any net cash surrender
value which may be due in accordance with the provisions of this chapter.

(7) Premiums due for coverage after entry of an order of liquidation of an insolvent insurer
shall belong to and be payable at the direction of the association, and the association shall be liable
for unearned premiums due to policy or contract owners of the insurer after the entry of the order.

(8) The protection provided by this chapter does not apply if any guaranty protection is
provided to residents of this state by laws of the domiciliary state or jurisdiction of the impaired
or insolvent insurer other than this state.

(9) Incarrying out its duties under this subsection and Subsections (2) and (3), and subject
to approval by the court, the association may:

(@) impose permanent policy or contract liens in connection with any guarantee,
assumption, or reinsurance agreement, if the association finds that the amounts which can be
assessed under this chapter are less than the amounts needed to assure full and prompt performance
of the association's duties under this chapter, or that the economic or financial conditions as they
affect member insurers are sufficiently adverse to render the imposition of the permanent policy
or contract liens to be in the public interest;

(b) impose temporary moratoriums or liens on payments of cash values and policy loans,
or any other right to withdraw funds held in conjunction with policies or contracts, in addition to
any contractual provisions for deferral of cash or policy loan value.

(10) If the association fails to act within areasonable period of time as provided in
Subsections (2)(a)(ii), (3), and (4), the commissioner shal have the powers and duties of the
association under this chapter with respect to impaired or insolvent insurers.

(11) The association may render assistance and advice to the commissioner, upon his
request, concerning rehabilitation, payment of claims, continuance of coverage, or the performance
of other contractual obligations of any impaired or insolvent insurer.

(12) The association has standing to appear before any court in this state with jurisdiction
over an impaired or insolvent insurer concerning which the association is or may become obligated
under this chapter. Standing extendsto al matters germane to the powers and duties of the
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association, including proposals for reinsuring, modifying, or guaranteeing the policies or contracts
of the impaired or insolvent insurer and the determination of the policies or contracts and
contractual obligations. The association also has the right to appear or intervene before acourt in
another state with jurisdiction over an impaired or insolvent insurer for which the association is

or may become obligated or with jurisdiction over athird party against whom the association may
have rights through subrogation of the insurer's policyholders.

(13) (@) Any person receiving benefits under this chapter shall be considered to have
assigned the rights under, and any causes of action relating to the covered policy or contract to the
association to the extent of the benefits received because of this chapter, whether the benefits are
payments of, or on account of, contractual obligations, continuation of coverage, or provision of
substitute or aternative coverages. The association may require an assignment to it of these rights
and causes of action by any payee, policy or contract owner, beneficiary, insured, or annuitant as
a condition precedent to the receipt of any right or benefits conferred by this chapter upon that
person.

(b) The subrogation rights obtained by the association under this subsection become third
class claims under Section 31A-27-335.

(c) Inaddition to Subsections (13)(a) and (b), the association has al common law rights
of subrogation and any other equitable or legal remedy which would have been available to the
impaired or insolvent insurer or holder of a policy or contract with respect to the policy or contract.

(14) The association may:

(@) enter into contracts which are necessary or proper to carry out the provisions and
purposes of this chapter;

(b) sue or be sued, including taking any legal actions necessary or proper to recover any
unpaid assessments under Section 31A-28-109 and to settle claims or potential claims against it;

(c) borrow money to effect the purposes of this chapter, and any notes or other evidence
or indebtedness of the association not in default shall be legal investments for domestic insurers
and may be carried as admitted assets;

(d) employ or retain necessary staff members to handle the financial transactions of the
association, and to perform other functions as become necessary or proper under this chapter;

(e) take necessary legal action to avoid payment of improper claims;

(f) exercise, for the purposes of this chapter and to the extent approved by the
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commissioner, the powers of a domestic life or health insurer, but in no case may the association
issue insurance policies or annuity contracts other than those issued to perform its obligation under
this chapter; or

(g) act asaspecia deputy liquidator if appointed by the commissioner.

(15) The association may join an organization of one or more other state associations of
similar purposes to further the purposes and administer the powers and duties of the association.

Section 182. Section 31A-28-109 is amended to read:

31A-28-109. Assessments.

(1) For the purpose of providing the funds necessary to carry out the powers and duties of
the association, the board of directors shall assess the member insurers, separately for each
account, at the time and for the amounts that the board finds necessary. Assessments are due not
less than 30 days after prior written notice to the member insurers. Class B assessments, described
in Subsection (2)(b), shall accrue interest at 10% per annum on and after the due date.

(2) There aretwo classes of assessment:

(a) Class A assessments shall be made for the purpose of meeting administrative and legal
costs and other expenses and examinations conducted under the authority of Subsection
31A-28-112(5). Class A assessments may be made whether or not related to a particular impaired
or insolvent insurer.

(b) Class B assessments shall be made to the extent necessary to carry out the powers and
duties of the association under Section 31A-28-108 with regard to an impaired or an insolvent
insurer.

(3) (&) The amount of any Class A assessment shall be determined by the board and may
be made on a pro rata or non-pro rata basis. If the assessment is pro rata, the board may credit the
assessment againgt future Class B assessments. A non-pro rata assessment may not exceed $150
per member insurer in any one calendar year.

(b) The amount of any Class B assessment shall be allocated for assessment purposes
among the accounts pursuant to an allocation formula which may be based on the premiums or
reserves of the impaired or insolvent insurer or based on any other standard determined by the
board in its sole discretion to be fair and reasonable under the circumstances.

(c) (i) ClassB assessments against member insurers for each account and subaccount shall
be in the proportion that the premiums received on business in this state by each assessed member
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insurer bears to the premiums received on business in this state for the same calendar years by all
assessed member insurers.

(i) "Premiums received” is based on policies or contracts covered by each account for the
three most recent calendar years for which information is available, which precede the year in
which the insurer became impaired or insolvent.

(d) Assessments for funds to meet the requirements of the association with respect to an
impaired or insolvent insurer may not be made until necessary to implement the purposes of this
chapter. Classfication of assessments under Subsection (3)(b) and computation of assessments
under this Subsection (3) shall be made with a reasonable degree of accuracy, recognizing that
exact determinations may not always be possible.

(4) The association may abate or defer, in whole or in part, the assessment of a member
insurer if, in the opinion of the board, payment of the assessment would endanger the ability of the
member insurer to fulfill its contractual obligations. In the event an assessment against a member
insurer is abated or deferred in whole or in part, the amount by which the assessment is abated or
deferred may be assessed against the other member insurersin a manner consistent with the basis
for assessments set forth in this section.

(5) (@) Thetota of all assessments upon a member insurer for the life and annuity account,
and for each subaccount, may not in any one calendar year exceed 2% and the [elfsabtity] accident
and health account may not in any one calendar year exceed 2% of the insurer's yearly average
premiums received in this state on the policies and contracts covered by the account during the
three calendar years preceding the year in which the insurer became an impaired or insolvent
insurer. If the maximum assessment, together with the other assets of the association in any
account, does not provide in any one year in either account an amount sufficient to carry out the
responsibilities of the association, the necessary additional funds shall be assessed as soon as
permitted by this chapter.

(b) The board may provide in the plan of operation a method of alocating funds among
claims, whether relating to one or more impaired or insolvent insurers, when the maximum
assessment will be insufficient to cover anticipated claims.

(c) If a1% assessment for any subaccount of the life and annuity account in any one year
does not provide an amount sufficient to carry out the responsihilities of the association, the board
shall assess all subaccounts of the life and annuity account for the necessary additional amount
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pursuant to Subsection (3)(b), subject to the maximum stated in Subsection (5)(a).

(6) The board may, by an equitable method established in the plan of operation, refund to
member insurers in proportion to the contribution of each insurer to that account the amount by
which the assets of the account exceed the amount the board finds is necessary to carry out during
the coming year the obligations of the association with regard to that account, including assets
accruing from assignment, subrogation, net realized gains, and income from investments. A
reasonable amount may be retained in any account to provide funds for the continuing expenses
of the association and for future losses.

(7) 1t shall be proper for any member insurer, in determining its premium rates and
policyowner dividends as to any kind of insurance within the scope of this chapter, to consider the
amount reasonably necessary to meet its assessment obligations under this chapter.

(8) The association shall issue to each insurer paying an assessment under this chapter,
other than a Class A assessment, a certificate of contribution, in a form approved by the
commissioner, for the amount of the assessment so paid. All outstanding certificates shall be of
equal dignity and priority without reference to amounts or dates of issue. A certificate of
contribution may be shown by the insurer inits financial statement as an asset in such form and
for such amount, if any, and period of time as the commissioner may approve.

Section 183. Section 31A-28-202 is amended to read:

31A-28-202. Scope.

This part applies to protect resident policyowners and insureds under all types of direct
insurance, except:

(1) litefs];

(2) titlef5];

(3) surety[;-tlisabitity;];

(4) accident and health;

(5) credit, [€]including mortgage guarantee];]:

(6) ocean marine insurancel;];

(7) insurance of warranties or service contracty;];

(8) financial guarantee[;]; and

(9) all insurance coverages guaranteed by the United States Government.
Section 184. Section 31A-29-103 is amended to read:
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31A-29-103. Definitions.

As used in this chapter:

(1) "Board" means the board of directors of the pool created in Section 31A-29-104.

(2) "Hedlth care facility”" means any entity providing health care services which is licensed
under Title 26, Chapter 21.

(3) "Health care provider" has the same meaning as provided in Section 78-14-3.

(4) "Health care services' means any service or product used in furnishing to any
individual medical care or hospitalization, or incidental to furnishing medical care or
hospitalization, and any other service or product furnished for the purpose of preventing,
aleviating, curing, or healing human illness or injury.

(5) (@) "Hedlthinsurance" means any:

(i) hospital and medical expense-incurred policy;

(i) nonprofit health care service plan contract; and

(iii) health maintenance organization subscriber contract.

(b) "Health insurance" does not include any insurance arising out of the Workers
Compensation Act or similar law, automobile medical payment insurance, or insurance under
which benefits are payable with or without regard to fault and which is required by law to be
contained in any liability insurance policy[:].

(6) "Health maintenance organization” has the same meaning as provided in Section
31A-8-101.

(7) "Hedlth plan" means any arrangement by which a person, including a dependent or
spouse, covered or making application to be covered under the pool has access to hospital and
medical benefits or reimbursement including group or individual insurance or subscriber contract;
coverage through a health maintenance organization, preferred provider prepayment, group
practice, or individual practice plan; coverage under an uninsured arrangement of group or
group-type contracts including employer self-insured, cost-plus, or other benefits methodologies
not involving insurance; coverage under a group type contract which is not available to the general
public and can be obtained only because of connection with a particular organization or group; and
coverage by medicare or other governmental benefit. The term includes coverage through health
insurance.

(8) "Insured" means an individual resident of this state who is eligible to receive benefits
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8088 from any insurer, health maintenance organization, or other health plan.

8089 (9) "Insurer" means an insurance company authorized to transact [elisabitity] accident and
8090 hedlth insurance business in this state, health maintenance organization, and a self-insurer not
8091  subject to federal preemption.

8092 (10) "Medicaid" means coverage under Title XIX of the Social Security Act, 42 U.S.C.
8093  Sec. 1396 et seg., as amended.

8094 (11) "Medicare" means coverage under both Part A and B of Title XVII1 of the Socid
8095  Security Act, 42 U.S.C. 1395 et seq., as amended.

8096 (12) "Plan of operation” means the plan developed by the board in accordance with Section

8097  31A-29-105 and includes the articles, bylaws, and operating rules adopted by the board under
8098  Section 31A-29-106.

8099 (13) "Pool" means the Utah Comprehensive Health Insurance Pool created in Section
8100 31A-29-104.

8101 (14) "Pool Fund" means the Comprehensive Health Insurance Pool Enterprise Fund

8102  created in Section 31A-29-120.

8103 (15) "Pool policy" means an insurance policy issued under this chapter.

8104 (16) "Third-party administrator" has the same meaning as provided in Section 31A-1-301.
8105 Section 185. Section 31A-29-117 is amended to read:

8106 31A-29-117. Premium rates.

8107 (1) (@ Premium charges for coverage under the pool may not be unreasonable in relation
8108 to:

8109 (i) the benefits provided;

8110 (i) therisk experience; and

8111 (iii) the reasonable expenses provided in the coverage.

8112 (b) Separate schedules of premium rates based on age and other appropriate demographic

8113  characteristics may apply for individual risks.

8114 (2) A small employer carrier shall annually inform the commissioner by April 1 of the
8115 carrier's.

8116 (a) small employer index premium rates as of March 1 of the current and preceding year[-];
8117 and

8118 (b) average percentage change in the index premium rate as of March 1, of the current and
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8119 preceding vear.

8120 (3) (8 Premium ratesin effect as of January 1, 1997, shall be adjusted on July 1, 1997, and
8121 each following July 1 may be adjusted by the board.

8122 (b) Inadjusting premium rates, the board shall:

8123 (i) consider the average increase in small employer index rates for the five largest small

8124  employer carriers submitted under Subsection (2); and

8125 (i) be subject to Subsection (1).

8126 (4) The board may establish a premium scale based on income. The highest rate may not
8127  exceed the expected claims and expenses for the individual.

8128 (5) If apersonisan dligible individual as defined in the Health Insurance Portahility and

8129  Accountability Act, P.L. 104-191, 110 Stat. 1979, Sec. 2741(b), the maximum premium rate for
8130 that person may not exceed the amount permitted under P.L. 104-191, 110 Stat. 1986, Sec.
8131  2744(c)(2)(B).

8132 (6) All rates and rate schedules shall be submitted by the board to the commissioner for
8133  approval.

8134 Section 186. Section 31A-30-103 is amended to read:

8135 31A-30-103. Definitions.

8136 Asused in this part:

8137 (1) "Actuaria certification" means awritten statement by a member of the American

8138 Academy of Actuaries or other individual approved by the commissioner that a covered carrier is
8139 in compliance with the provisions of Section 31A-30-106, based upon the examination of the
8140 covered carrier, including review of the appropriate records and of the actuarial assumptions and
8141  methods utilized by the covered carrier in establishing premium rates for applicable health benefit
8142  plans.

8143 (2) "Affiliate" or "affiliated" means any entity or person who directly or indirectly through
8144  one or more intermediaries, controls or is controlled by, or is under common control with, a

8145  specified entity or person.

8146 (3) "Base premium rate" means, for each class of business as to arating period, the lowest
8147  premium rate charged or that could have been charged under arating system for that class of
8148 business by the covered carrier to covered insureds with similar case characteristics for health
8149  benefit plans with the same or similar coverage.
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8150 (4) "Basic coverage" means the coverage provided in the Basic Health Care Plan
8151 established by the Health Benefit Plan Committee under Subsection 31A-22-613.5[(8}] (6).
8152 (5) "Carrier" means any person or entity that provides health insurance in this state

8153 including an insurance company, a prepaid hospital or medical care plan, a health maintenance
8154  organization, a multiple employer welfare arrangement, and any other person or entity providing
8155 ahealth insurance plan under thistitle.

8156 (6) "Case characteristics' means demographic or other objective characteristics of a
8157 covered insured that are considered by the carrier in determining premium rates for the covered
8158 insured. However, duration of coverage since the policy was issued, claim experience, and health
8159  status, are not case characteristics for the purposes of this chapter.

8160 (7) "Class of business' means al or a separate grouping of covered insureds established
8161 under Section 31A-30-105.
8162 (8) "Conversion policy" means a policy providing coverage under the conversion

8163 provisonsrequired in Title 31A, Chapter 22, Part VII, Group [Btsabitity] Accident and Health
8164  Insurance.

8165 (9) "Covered carrier" means any individual carrier or small employer carrier subject to this
8166  act.

8167 (10) "Covered individua" means any individual who is covered under a health benefit plan
8168  subject to this act.

8169 (11) "Covered insureds’ means small employers and individuals who are issued a health
8170  benefit plan that is subject to this act.

8171 (12) "Dependent” means individuals to the extent they are defined to be a dependent by:
8172 (a) the health benefit plan covering the covered individual; and

8173 (b) the provisions of Chapter 22, Part VI, Disability Insurance.

8174 (13) (@) "Eligible employee" means:

8175 (i) an employee who works on a full-time basis and has a normal work week of 30 or more

8176  hours, and includes a sole proprietor, and a partner of a partnership, if the sole proprietor or partner
8177 isincluded as an employee under a health benefit plan of a small employer; or

8178 (i) an independent contractor if the independent contractor isincluded under a health

8179  benéfit plan of a small employer.

8180 (b) "Eligible employee" does not include:
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(i) an employee who works on a part-time, temporary, or substitute basis; or

(i) the spouse or dependents of the employer.

(14) "Established geographic service ared’ means a geographical area approved by the
commissioner within which the carrier is authorized to provide coverage.

(15) "Headlth benefit plan" means any certificate under a group health insurance policy, or
any health insurance policy, except that health benefit plan does not include coverage only for:

(@) accident;

(b) dentd;

(c) vision;

(d) Medicare supplement;

(e) long-term care; or

(f) thefollowing when offered and marketed as supplemental health insurance and not as
a substitute for hospital or medical expense insurance or magjor medical expense insurance:

() specified disease;

(i) hospital confinement indemnity; or

(iii) limited benefit plan.

(16) "Index rate" means, for each class of business as to arating period for covered
insureds with similar case characteristics, the arithmetic average of the applicable base premium
rate and the corresponding highest premium rate.

(17) "Individual carrier" means a carrier that offers health benefit plans covering insureds
in this state under individual policies.

(18) "Individual conversion policy" means a conversion policy issued by a health benefit
plan as defined in Subsection (15) to:

(@) anindividual; or

(b) an individual with afamily.

[€18)] (19) "Individual coverage count” means the number of natural persons covered
under a carrier's health benefit plans that are individual policies.

[€29}] (20) "Individual enroliment cap" means the percentage set by the commissioner in
accordance with Section 31A-30-110.

[€26)] (21) "New business premium rate" means, for each class of business asto arating
period, the lowest premium rate charged or offered, or that could have been charged or offered, by
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8212  the carrier to covered insureds with similar case characteristics for newly issued health benefit
8213  planswith the same or similar coverage.

8214 [€21)] (22) "Premium” means all monies paid by covered insureds and covered individuals
8215 asacondition of receiving coverage from a covered carrier, including any fees or other

8216  contributions associated with the health benefit plan.

8217 [(22)] (23) "Rating period" means the calendar period for which premium rates established
8218 by acovered carrier are assumed to be in effect, as determined by the carrier. However, a covered
8219 carrier may not have more than one rating period in any calendar month, and no more than 12
8220  rating periodsin any calendar year.

8221 [€23}] (24) "Resident" means an individual who has resided in this state for at least 12
8222  consecutive months immediately preceding the date of application.

8223 [€243] (25) "Small employer” means any person, firm, corporation, partnership, or

8224  association actively engaged in business that, on at least 50% of its working days during the

8225  preceding calendar quarter, employed at least two and no more than 50 eligible employees, the
8226  majority of whom were employed within this state. In determining the number of eligible

8227  employees, companies that are affiliated or that are eligible to file a combined tax return for

8228  purposes of state taxation are considered one employer.

8229 [€25)] (26) "Small employer carrier" means a carrier that offers health benefit plans

8230 covering dligible employees of one or more small employersin this state.

8231 [€26)] (27) "Uninsurable’ means an individual who:

8232 (a) iseligible for the Comprehensive Health Insurance Pool coverage under the

8233  underwriting criteria established in Subsection 31A-29-111(4); or

8234 (b) (i) isissued a certificate for coverage under Subsection 31A-30-108(3); and

8235 (i) has a condition of health that does not meet consistently applied underwriting criteria

8236  asestablished by the commissioner in accordance with Subsections 31A-30-106(1)(k) and (1) for
8237  which coverage the applicant is applying.

8238 [€27A] (28) "Uninsurable percentage” for a given calendar year equals UC/CI where, for
8239  purposes of this formula:

8240 (@ "UC" means the number of uninsurable individuals who were issued an individual
8241 policy on or after July 1, 1997; and

8242 (b) "CI" meansthe carrier'sindividual coverage count as of December 31 of the preceding
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year.

Section 187. Section 31A-30-104 is amended to read:

31A-30-104. Applicability and scope.

(1) Thischapter appliesto any:

(@) health benefit plan that provides coverage to:

(i) individuas;

(i) small employer groups; or

(iii) both Subsections (1)(a)(i) and (ii); or

(b) individual conversion policy for purposes of [Seetien] Sections 31A-30-106.5 and
31A-30-107.

(2) (8) Except as provided in Subsection (2)(b), for the purposes of this chapter, carriers
that are affiliated companies or that are eligible to file a consolidated tax return shall be treated as
one carrier and any restrictions or limitations imposed by this chapter shall apply asif al heath
benefit plans delivered or issued for delivery to covered insureds in this state by the affiliated
carriers were issued by one carrier.

(b) An affiliated carrier that is a health maintenance organization having a certificate of
authority under this title may be considered to be a separate carrier for the purposes of this chapter.

(c) Unless otherwise authorized by the commissioner, a covered carrier may not enter into
one or more ceding arrangements with respect to health benefit plans delivered or issued for
delivery to covered insureds in this state if such arrangements would result in less than 50% of the
insurance obligation or risk for such health benefit plans being retained by the ceding carrier.

(d) The provisions of Section 31A-22-1201 apply if a covered carrier cedes or assumes all
of the insurance obligation or risk with respect to one or more health benefit plans delivered or
issued for delivery to covered insureds in this state.

(3) (&) A Taft Hartley trust created in accordance with Section 302(c)(5) of the Federal
Labor Management Relations Act, or a carrier with the written authorization of such atrust, may
make a written request to the commissioner for awaiver from the application of any of the
provisions of Subsection 31A-30-106(1) with respect to a health benefit plan provided to the trust.

(b) The commissioner may grant such awaiver if the commissioner finds that application
with respect to the trust would:

() have a substantial adverse effect on the participants and beneficiaries of the trust; and
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(i) require significant modifications to one or more collective bargaining arrangements
under which the trust is established or maintained.

(c) A waiver granted under this Subsection (3) may not apply to an individual if the person
participates in such atrust as an associate member of any employee organization.

(4) A carrier who offers individual and small employer health benefit plans may use the
small employer index rates to establish the rate limitations for individual policies, even if some
individual policies are rated below the small employer base rate.

(5) Sections 31A-30-106, 31A-30-106.5, 31A-30-106.7, 31A-30-107, 31A-30-108, and
31A-30-111 apply to:

(@) any insurer engaging in the business of insurance related to the risk of a small employer
for medical, surgical, hospital, or ancillary health care expenses of its employees provided as an
employee benefit; and

(b) any contract of an insurer, other than aworkers compensation policy, related to the risk
of a small employer for medical, surgical, hospital, or ancillary health care expenses of its
employees provided as an employee benefit.

(6) The commissioner may make rules requiring that the marketing practices be consistent
with this chapter for:

(@) aninsurer and its agent;

(b) aninsurance broker; and

(c) aninsurance consultant.

Section 188. Section 31A-30-106 is amended to read:

31A-30-106. Premiums -- Rating restrictions -- Disclosure.

(1) Premium rates for health benefit plans under this chapter are subject to the following
provisions:

(@) Theindex rate for arating period for any class of business shall not exceed the index
rate for any other class of business by more than 20%.

(b) For aclass of business, the premium rates charged during arating period to covered
insureds with similar case characteristics for the same or similar coverage, or the rates that could
be charged to such employers under the rating system for that class of business, may not vary from
the index rate by more than 30% of the index rate, except as provided in Section 31A-22-625.

(c) The percentage increase in the premium rate charged to a covered insured for a new
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rating period, adjusted pro rata for rating periods less than a year, may not exceed the sum of the
following:

(i) the percentage change in the new business premium rate measured from the first day
of the prior rating period to the first day of the new rating period. In the case of a health benefit
plan into which the covered carrier is no longer enrolling new covered insureds, the covered carrier
shall use the percentage change in the base premium rate, provided that such change does not
exceed, on a percentage basis, the change in the new business premium rate for the most similar
health benefit plan into which the covered carrier is actively enrolling new covered insureds;

(i) any adjustment, not to exceed 15% annually and adjusted pro rata for rating periods
of less than one year, due to the claim experience, health status, or duration of coverage of the
covered individuals as determined from the covered carrier's rate manual for the class of business,
except as provided in Section 31A-22-625; and

(iii) any adjustment due to change in coverage or change in the case characteristics of the
covered insured as determined from the covered carrier's rate manual for the class of business.

(d) Adjustmentsin rates for claims experience, health status, and duration from issue may
not be charged to individual employees or dependents. Any such adjustment shall be applied
uniformly to the rates charged for al employees and dependents of the small employer.

(e) A covered carrier may utilize industry as a case characteristic in establishing premium
rates, provided that the highest rate factor associated with any industry classification does not
exceed the lowest rate factor associated with any industry classification by more than 15%.

(f) Inthe case of health benefit plans issued prior to July 1, 1994, a premium rate for a
rating period, adjusted pro rata for rating period of less than a year, may exceed the ranges under
Subsections (1)(a) and (b) until July 1, 1996. In that case, the percentage increase in the premium
rate charged to a covered insured for a new rating period may not exceed the sum of the following:

(i) the percentage change in the new business premium rate measured from the first day
of the prior rating period to the first day of the new rating period. In the case where a covered
carrier is not issuing any new policies the covered carrier shall use the percentage change in the
base premium rate, provided that such change does not exceed, on a percentage basis, the change
in the new business premium rate for the most similar health benefit plan into which the covered
carrier is actively enrolling new covered insureds; and

(i) any adjustment due to change in coverage or change in the case characteristics of the
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8336  covered insured as determined from the carrier's rate manual for the class of business.

8337 (9) The commissioner may grant a one-year extension of the July 1, 1996, deadline

8338  gpecified in Subsection (1)(f) if the commissioner determines that an extension is needed to avoid
8339  dgnificant disruption of the health insurance market subject to this chapter or to insure the

8340 financia stahility of carriersin the market.

8341 (h) (i) Covered carriers shall apply rating factors, including case characteristics,

8342  consistently with respect to all covered insureds in a class of business. Rating factors shall produce
8343 premiums for identical groups which differ only by the amounts attributable to plan design and do
8344  not reflect differences due to the nature of the groups assumed to select particular health benefit
8345 plans.

8346 (i) A covered carrier shall treat al health benefit plans issued or renewed in the same
8347 calendar month as having the same rating period.
8348 (i) For the purposes of this subsection, a health benefit plan that utilizes arestricted

8349 network provision shal not be considered similar coverage to a health benefit plan that does not
8350 utilize such a network, provided that utilization of the restricted network provision resultsin
8351  substantial difference in clams costs.

8352 (1) The covered carrier shall not, without prior approval of the commissioner, use case
8353 characteristics other than age, gender, industry, geographic area, family composition, and group
8354 gze

8355 (k) The commissioner may establish regulations in accordance with Title 63, Chapter 46a,
8356  Utah Administrative Rulemaking Act, to implement the provisions of this chapter and to assure
8357  that rating practices used by covered carriers are consistent with the purposes of this chapter,
8358 including regulations that:

8359 (i) assurethat differencesin rates charged for health benefit plans by covered carriers are
8360 reasonable and reflect objective differences in plan design (not including differences due to the
8361 nature of the groups assumed to select particular health benefit plans);

8362 (i) prescribe the manner in which case characteristics may be used by covered carriers,
8363 (iii) requireinsurers, as a condition of transacting business with regard to hedth care
8364 insurance [dtsabitity] policies after January 1, 1995, to reissue a health care insurance [disabttity]
8365 policy to any policyholder whose hedlth care insurance [efsabitity] policy has, after January 1,
8366 1994, been terminated by the insurer for reasons other than those listed in Subsections
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8367 31A-30-107(1)(a) through (1)(e) or not renewed by the insurer after January 1, 1994. The

8368 commissioner may prescribe terms for the reissue of coverage that the commissioner determines
8369 arereasonable and necessary to provide continuity of coverage to insured individuals;

8370 (iv) implement the individual enrollment cap under Section 31A-30-110, including

8371  specifying the contents for certification, auditing standards, underwriting criteria for uninsurable
8372 classfication, and limitations on high risk enrollees under Section 31A-30-111; and

8373 (v) establish the individua enrollment cap under Subsection 31A-30-110(1).

8374 (I) Beforeimplementing regulations for underwriting criteria for uninsurable classification,
8375 the commissioner shall contract with an independent consulting organization to develop

8376  industry-wide underwriting criteria for uninsurability based on an individual's expected claims
8377  under open enrollment coverage exceeding 200% of that expected for a standard insurable

8378 individual with the same case characteristics.

8379 (m) The commissioner shall revise rules issued for Sections 31A-22-602 and 31A-22-605
8380 regarding individual [elisabitity] accident and health policy ratesto allow rating in accordance with
8381  thissection.

8382 (2) A covered carrier shal not transfer a covered insured involuntarily into or out of a class

8383  of business. A covered carrier shall not offer to transfer a covered insured into or out of a class
8384  of business unless such offer is made to transfer all covered insureds in the class of business

8385  without regard to case characteristics, claim experience, health status, or duration of coverage since
8386 issue.

8387 (3) Upon offering for sale any health benefit plan to a small employer, or individual, the
8388  covered carrier shall, as part of its solicitation and sales materials, disclose or make available all
8389  of thefollowing:

8390 (@) the extent to which premium rates for a specified covered insured are established or
8391 adjusted in part based on the actual or expected variation in claims costs or actual or expected
8392  variation in health status of covered individuals;

8393 (b) provisions concerning the covered carrier's right to change premium rates and the
8394 factors other than claim experience which affect changes in premium rates;

8395 (c) provisions relating to renewability of policies and contracts; and

8396 (d) provisionsrelating to any preexisting condition provision.

8397 (4) (8) Each covered carrier shall maintain at its principal place of business a complete and
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detailed description of its rating practices and renewal underwriting practices, including
information and documentation that demonstrate that its rating methods and practices are based
upon commonly accepted actuarial assumptions and are in accordance with sound actuarial
principles.

(b) Each covered carrier shal file with the commissioner, on or before March 15 of each
year, in aform, manner, and containing such information as prescribed by the commissioner, an
actuarial certification certifying that the covered carrier isin compliance with this chapter and that
the rating methods of the covered carrier are actuarially sound. A copy of that certification shall
be retained by the covered carrier at its principal place of business.

(c) A covered carrier shall make the information and documentation described in this
subsection available to the commissioner upon request.

(d) Records submitted to the commissioner under the provisions of this section shall be
maintained by the commissioner as protected records under Title 63, Chapter 2, Government
Records Access and Management Act.

Section 189. Section 31A-30-106.5 is amended to read:

31A-30-106.5. Conversion policy -- Premiums -- Rating restrictions.

(1) All provisions of Section 31A-30-106, except Subsection 31A-30-106(1)(b), apply to
conversion policies.

(2) Conversion policy premium rates may not exceed by more than 35% the index rate for
individuals with similar case characteristics for any class of business in which the policy form has
been approved.

(3) Aninsurer may not consider pregnancy of a covered insured in determining its

conversion policy premium rates.
Section 190. Section 31A-30-107 is amended to read:
31A-30-107. Renewal -- Limitations -- Exclusions.
(1) A health benefit plan subject to this chapter is renewable with respect to all covered

individuals at the option of the covered insured except in any of the following cases:
(8) nonpayment of the required premiums;
(b) fraud or misrepresentation of:
(i) the employer; or
(if) with respect to coverage of individual insureds, the insureds or their representatives,
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(c) noncompliance with the covered carrier's minimum participation requirements,

(d) noncompliance with the covered carrier's employer contribution requirements,

(e) repeated misuse of a provider network provision; or

(f) an election by the covered carrier to nonrenew all of its health benefit plans issued to
covered insureds in this state, in which case the covered carrier shall:

(i) provide advanced notice of its decision under this Subsection (1) to the commissioner
in each state in which it is licensed; [and]

(if) provide notice of the decision not to renew coverage to all affected covered insureds
and to the commissioner in each state in which an affected insured individual is known to reside[:];
and

(iii) provide a plan of orderly withdrawal as required by Section 31A-4-115.

(2) Notice under Subsection (1) shall be provided:

() to affected covered insureds at least 180 days prior to nonrenewal of any health benefit
plans by the covered carrier; and

(b) to the commissioner at least three working days prior to the notice to the affected
covered insureds.

(3) A covered carrier that elects not to renew a health benefit plan under Subsection (1)(f)
is prohibited from writing new business subject to this chapter in this state for a period of five
years from the date of notice to the commissioner.

(4) When acovered carrier is doing business subject to this chapter in one service area of
this state, Subsections (1) through (3) apply only to the covered carrier's operations in that service
area

(5) Hedlth benefit plans covering covered insureds shall comply with Subsections (5)(a)
and (b).

(@ (i) A health benefit plan may not deny, exclude, or limit benefits for a covered
individual for losses incurred more than 12 months, or 18 months in the case of alate enrollee, as
defined in P.L. 104-191, 110 Stat. 1940, Sec. 101, following the effective date of the individua's
coverage due to a preexisting condition.

(i) A hedlth benefit plan may not define a preexisting condition more restrictively than:

(A) acondition for which medical advice, diagnosis, care, or treatment was recommended
or received during the six months immediately preceding the earlier of:
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(I) the enrollment date; or

(I1) the effective date of coverage; or

(B) for anindividual insurance policy, a pregnancy existing on the effective date of
coverage.

(i) Anindividual insurer shall offer a health benefit plan in compliance with Subsections
(5)(@)(i) and (ii), and may, when the insurer and the insured mutually agree in writing to a
condition-specific exclusion rider, offer to issue an individual policy that excludes a specific
physical condition consistent with Subsections (5)(a)(iv) and (V).

(iv) The commissioner shall establish, in rule, alist of nonlife threatening [and
nendegenerative] physical conditions that may be the subject of a condition-specific exclusion
rider.

(v) A condition-specific exclusion rider shall be limited to the excluded condition and may
not extend to any secondary medical condition that may or may not be directly related to the
excluded condition.

(b) (1) A covered carrier shall waive any time period applicable to a preexisting condition
exclusion or limitation period with respect to particular servicesin a health benefit plan for the
period of time the individual was previously covered by public or private health insurance or by
any other health benefit arrangement that provided benefits with respect to such services, provided
that:

(A) the previous coverage was continuous to a date not more than 63 full days prior to the
effective date of the new coverage; and

(B) theinsured provides notification of previous coverage to the covered carrier within 36
months of the coverage effective date if the insurer has previously requested such notification.

(i) The period of continuous coverage under Subsection (5)(b)(i)(A) may not include any
waiting period for the effective date of the new coverage applied by the employer or the carrier.
This Subsection (5)(b)(ii) does not preclude application of any waiting period applicable to all new
enrollees under the plan.

(iii) Credit for previous coverage as provided under Subsection (5)(b)(i)(A) need not be
given for any condition which was previously excluded under a condition-specific exclusion rider.
A new preexisting waiting period may be applied to any condition that was excluded by arider
under the terms of previous individual coverage.
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Section 191. Section 31A-32a-102 is amended to read:

31A-32a-102. Definitions.

As used in this chapter:

(1) "Account administrator" means any of the following:

(8) adepository institution as defined in Section 7-1-103;

(b) atrust company as defined in Section 7-1-103;

(c) aninsurance company authorized to do businessin this state under thistitle;

(d) athird party administrator licensed under Section 31A-25-203; and

(e) an employer if the employer has a self-insured health plan under ERISA.

(2) "Account holder" means the resident individual who establishes a medical care savings
account or for whose benefit a medical care savings account is established.

(3) "Deductible" means the total deductible for an employee and all the dependents of that
employee for a calendar year.

(4) "Dependent” means the same as "dependent” under Section 31A-30-103.

(5) "Eligible medical expense" means an expense paid by the taxpayer for:

(@) medical care described in Section 213(d), Internal Revenue Code;

(b) the purchase of a health coverage policy, certificate, or contract, including a qualified
higher deductible health plan; or

(c) premiums on long-term care insurance policies as defined in Section [3tA-22-1462]
31A-1-301.

(6) "Employee" meansthe individual for whose benefit or for the benefit of whose
dependents a medical care savings account is established. Employee includes a self-employed
individual.

(7) "ERISA" means the Employee Retirement Income Security Act of 1974, Public Law
93-406, 88 Stat. 829.

(8) "Higher deductible" means a deductible of not less than $1,000.

(9) "Medical care savings account” or "account” means atrust account established at a
depository institution in this state pursuant to a medical care savings account program to pay the
eligible medical expenses of:

(@) an employee or account holder; and

(b) the dependents of the employee or account holder.
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(10) "Medical care savings account program” or "program” means one of the following
programs:

(@) aprogram established by an employer in which the employer:

(i) purchases a qualified higher deductible health plan for the benefit of an employee and
the employee's dependents; and

(i) contributes on behalf of an employee into a medical care savings account; or

(b) aprogram established by an account holder in which the account holder:

(i) purchases a qualified higher deductible health plan for the benefit of the account holder
and the account holder's dependents; and

(if) contributes an amount to the medical care savings account.

(11) "Qualified higher deductible health plan" means a health coverage policy, certificate,
or contract that:

(@) provides for payments for covered benefits that exceed the higher deductible; and

(b) is purchased by:

(i) an employer for the benefit of an employee for whom the employer makes deposits into
amedical care savings account; or

(if) an account holder.

Section 192. Section 31A-33-103.5 is amended to read:

31A-33-103.5. Powersof Fund -- Limitations.

(1) Thefund may form or acquire subsidiaries or enter into ajoint enterprise:

(@) in accordance with Section 31A-33-107; and

(b) except as limited by this section and applicable insurance rules and statutes.

(2) Subject to applicable insurance rules and statutes, the fund may only offer:

(@) workers compensation insurance in Utah;

(b) workers compensation insurance in a state other than Utah to the extent necessary to:

(i) accomplishits purpose under Subsection 31A-33-102(1)(b); and

(i) provide workers compensation or occupational disease insurance coverage to Utah
employers and their employees engaged in interstate commerce; and

(c) workers compensation products and services in Utah or other states.

(3) Subject to applicable insurance rules and statutes, a subsidiary of the fund may:

(@) offer workers compensation insurance coverage only:
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(i) inastate other than Utah; and

(i) (A) to insure the following against liability for compensation based on job-related
accidental injuries and occupational diseaseq[:]:

(I) an employer, as defined in Section 34A-2-103, that has a majority of its employees, as
defined in Section 34A-2-104, hired or regularly employed in Utah;

(I1) an employer, as defined in Section 34A-2-103, whose principal administrative office
islocated in Utah; or

(111 asubsdiary or affiliate of an employer described in Subsection (3)(a)(ii) (A)(I) or (11);
or

(B) for astate fund organization that is not an admitted insurer in the other state:

(I) onafeefor service basis;, and

(1) without bearing any insurance risk; and

(b) offer workers compensation products and services in Utah and other states.

(4) Thefund shal write workers compensation insurance in accordance with Section
31A-22-1001.

(5) (8 Thefund may enter into ajoint enterprise that offers workers compensation
insurance and other coverage only in the state, provided:

(i) thejoint enterprise offers only property or liability insurance in addition to workers
compensation insurance;

(i) the fund may not bear any insurance risk associated with the insurance coverage other
than risk associated with workers compensation insurance; and

(iii) the offer of other insurance shall be part of an insurance program that includes
workers compensation insurance coverage that is provided by the fund.

(b) Thefund or asubsidiary of the fund may not offer, or enter into ajoint enterprise that
offers, or otherwise participate in the offering of accident and health [er-¢isabtity] insurance.

Section 193. Section 34A-2-103 is amended to read:

34A-2-103. Employers enumerated and defined -- Regularly employed -- Statutory
employers.

(1) (8 The state, and each county, city, town, and school district in the state are considered
employers under this chapter and Chapter 3, Utah Occupational Disease Act.

(b) For the purposes of the exclusive remedy in this chapter and Chapter 3, Utah
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8584  Occupational Disease Act prescribed in Sections 34A-2-105 and 34A-3-102, the state is considered
8585 to be asingle employer and includes any office, department, agency, authority, commission, board,
8586 institution, hospital, college, university, or other instrumentality of the state.

8587 (2) Except as provided in Subsection (4), each person, including each public utility and
8588  each independent contractor, who regularly employs one or more workers or operatives in the same
8589  business, or in or about the same establishment, under any contract of hire, express or implied, oral
8590  or written, is considered an employer under this chapter and Chapter 3, Utah Occupational Disease
8591  Act. Asused inthis Subsection (2):

8592 () "Independent contractor" means any person engaged in the performance of any work
8593  for another who, while so engaged, is:

8594 (i) independent of the employer in all that pertains to the execution of the work;
8595 (i) not subject to the routine rule or control of the employer;

8596 (ii) engaged only in the performance of a definite job or piece of work; and
8597 (iv) subordinate to the employer only in effecting a result in accordance with the

8598 employer's design.

8599 (b) "Regularly" includes all employments in the usual course of the trade, business,

8600 profession, or occupation of the employer, whether continuous throughout the year or for only a
8601  portion of the year.

8602 (3) (&) The client company in an employee leasing arrangement under Title 58, Chapter
8603 59, Professional Employer Organization Licensing Act, is considered the employer of leased
8604  employees and shall secure workers compensation benefits for them by complying with

8605  Subsection 34A-2-201(1) or (2) and commission rules.

8606 (b) Insurance carriers may underwrite workers compensation secured in accordance with
8607  Subsection (3)(a) showing the leasing company as the named insured and each client company as
8608 an additional insured by means of individual endorsements.

8609 (c) Endorsements shall be filed with the division as directed by commission rule.
8610 (d) Thedivision shall promptly inform the Division of Occupation and Professional

8611  Licensing within the Department of Commerce if the division has reason to believe that an

8612 employee leasing company is not in compliance with Subsection 34A-2-201(1) or (2) and

8613 commission rules,

8614 (4) A domestic employer who does not employ one employee or more than one employee
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at least 40 hours per week is not considered an employer under this chapter and Chapter 3, Utah
Occupational Disease Act.

(5) (@) Asused inthis Subsection (5):

(i) (A) "agricultura employer" means a person who employs agricultural labor as defined
in Subsections 35A-4-206(1) and (2) and does not include employment as provided in Subsection
35A-4-206(3); and

(B) notwithstanding Subsection (5)(a)(i)(A), only for purposes of determining who isa
member of the employer's immediate family under Subsection (5)(a)(ii), if the agricultural
employer is a corporation, partnership, or other business entity, "agricultural employer" means an
officer, director, or partner of the business entity;

(i) "employer'simmediate family" means:

(A) an agricultural employer's:

(1) spouse;

(1) grandparent;

(1) parent;

(V) sbling;

(V) child;

(VI) grandchild;

(VI1) nephew; or

(V1) niece,

(B) aspouse of any person provided in Subsection [4)] (5)(@)(ii)(A)(I1) through (VIII);
or

(C) anindividua who is similar to those listed in Subsections [4)] (5)(a)(ii)(A) or (B) as
defined by rules of the commission; and

(iii) "non-immediate family" means a person who is not a member of the employer's
immediate family.

(b) For purposes of this chapter and Chapter 3, Utah Occupational Disease Act, an
agricultural employer is not considered an employer of a member of the employer's immediate
family.

(c) For purposes of this chapter and Chapter 3, Utah Occupational Disease Act, an
agricultural employer is not considered an employer of a non-immediate family employee if:
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(i) for the previous calendar year the agricultural employer's total annual payroll for all
non-immediate family employees was less than $8,000; or

(i) (A) for the previous calendar year the agricultural employer's total annual payroll for
all non-immediate family employees was equal to or greater than $8,000 but less than $50,000; and

(B) the agricultural employer maintains insurance that covers job-related injuries of the
employer's non-immediate family employeesin at least the following amounts:

(1) $300,000 liahility insurance, as defined in Section 31A-1-301; and

(I1) $5,000 for [medicalhospital-and-surgieal] health care benefits similar to benefits
under health care insurance as [described] defined in [Sabseetion] Section 31A-1-301[{50)(a)fit)].

(d) For purposes of this chapter and Chapter 3, Utah Occupational Disease Act, an

agricultural employer is considered an employer of a non-immediate family employee if:

(i) for the previous calendar year the agricultural employer's total annual payroll for all
non-immediate family employees is equal to or greater than $50,000; or

(i) (A) for the previous year the agricultural employer'stotal payroll for non-immediate
family employees was equal to or exceeds $8,000 but is less than $50,000; and

(B) the agricultural employer fails to maintain the insurance required under Subsection
(B)(e)(ii).

(6) Anemployer of agricultural laborers or domestic servants who is not considered an
employer under this chapter and Chapter 3, Utah Occupational Disease Act, may come under this
chapter and Chapter 3, Utah Occupationa Disease Act, by complying with:

() thischapter and Chapter 3, Utah Occupational Disease Act; and

(b) the rules of the commission.

(7) (& If any person who is an employer procures any work to be done wholly or in part
for the employer by a contractor over whose work the employer retains supervision or control, and
thiswork is a part or process in the trade or business of the employer, the contractor, all persons
employed by the contractor, all subcontractors under the contractor, and all persons employed by
any of these subcontractors, are considered employees of the original employer for the purposes
of this chapter and Chapter 3, Utah Occupational Disease Act.

(b) Any person who is engaged in constructing, improving, repairing, or remodelling a
residence that the person owns or isin the process of acquiring as the person's persona residence
may not be considered an employee or employer solely by operation of Subsection (7)(a).
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8677 (c) A partner inapartnership or an owner of a sole proprietorship may not be considered
8678 an employee under Subsection (7)(a) if the employer who procures work to be done by the

8679  partnership or sole proprietorship obtains and relies on either:

8680 (i) avalid certification of the partnership's or sole proprietorship's compliance with Section
8681  34A-2-201 indicating that the partnership or sole proprietorship secured the payment of workers
8682 compensation benefits pursuant to Section 34A-2-201; or

8683 (i) if apartnership or sole proprietorship with no employees other than a partner of the
8684  partnership or owner of the sole proprietorship, aworkers compensation policy issued by an
8685  insurer pursuant to Subsection 31A-21-104(8) stating that:

8686 (A) the partnership or sole proprietorship is customarily engaged in an independently
8687  established trade, occupation, profession, or business, and

8688 (B) the partner or owner personally waives the partner's or owner's entitlement to the
8689  benefits of this chapter and Chapter 3, Utah Occupational Disease Act, in the operation of the
8690  partnership or sole proprietorship.

8691 (d) A director or officer of a corporation may not be considered an employee under
8692  Subsection (7)(a) if the director or officer is excluded from coverage under Subsection

8693  34A-2-104(4).

8694 (e) A contractor or subcontractor is not an employee of the employer under Subsection
8695 (7)(a), if the employer who procures work to be done by the contractor or subcontractor obtains
8696  and relieson either:

8697 (i) avalid certification of the contractor's or subcontractor's compliance with Section
8698  34A-2-201; or
8699 (ii) if apartnership, corporation, or sole proprietorship with no employees other than a

8700 partner of the partnership, officer of the corporation, or owner of the sole proprietorship, aworkers
8701 compensation policy issued by an insurer pursuant to Subsection 31A-21-104(8) stating that:

8702 (A) the partnership, corporation, or sole proprietorship is customarily engaged in an

8703  independently established trade, occupation, profession, or business; and

8704 (B) the partner, corporate officer, or owner personally waives the partner's, corporate

8705 officer's, or owner's entitlement to the benefits of this chapter and Chapter 3, Utah Occupational
8706 Disease Act, in the operation of the partnership's, corporation's, or sole proprietorship's enterprise
8707  under acontract of hire for services.
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Section 194. Section 58-67-501 is amended to read:

58-67-501. Unlawful conduct.

(1) "Unlawful conduct" includes, in addition to the definition in Section 58-1-501:

(@) buying, sdlling, or fraudulently obtaining, any medical diploma, license, certificate, or
registration;

(b) aiding or abetting the buying, selling, or fraudulently obtaining of any medical diploma,
license, certificate, or registration;

(c) substantially interfering with a licensee's lawful and competent practice of medicine
in accordance with this chapter by:

(i) any person or entity that manages, owns, operates, or conducts a business having a
direct or indirect financial interest in the licensee's professiona practice; or

(if) anyone other than another physician licensed under thistitle, who is engaged in direct
clinical care or consultation with the licensee in accordance with the standards and ethics of the
profession of medicine; or

(d) entering into a contract that limits a licensee's ability to advise the licensee's patients
fully about treatment options or other issues that affect the health care of the licensee's patients.

(2) "Unlawful conduct" does not include:

(a) establishing, administering, or enforcing the provisions of a policy of [eisabtity]
accident and health insurance by an insurer doing business in this state in accordance with Title

31A, Insurance Code;

(b) adopting, implementing, or enforcing utilization management standards related to
payment for alicensee's services, provided that:

(i) utilization management standards adopted, implemented, and enforced by the payer
have been approved by a physician or by a committee that contains one or more physicians; and

(if) the utilization management standards does not preclude a licensee from exercising
independent professional judgment on behalf of the licensee's patients in a manner that is
independent of payment considerations,

(c) developing and implementing clinical practice standards that are intended to reduce
morbidity and mortality or developing and implementing other medical or surgical practice
standards related to the standardization of effective health care practices, provided that:

() the practice standards and recommendations have been approved by a physician or by
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a committee that contains one or more physicians, and

(i) the practice standards do not preclude a licensee from exercising independent
professional judgment on behalf of the licensee's patients in a manner that is independent of
payment considerations;

(d) requesting or recommending that a patient obtain a second opinion from a licensee;

(e) conducting peer review, quality evaluation, quality improvement, risk management,
or similar activities designed to identify and address practice deficiencies with health care
providers, health care facilities, or the delivery of hedlth care;

(f) providing employment supervision or adopting employment requirements that do not
interfere with the licensee's ability to exercise independent professional judgment on behalf of the
licensee's patients, provided that employment requirements that may not be considered to interfere
with an employed licensee's exercise of independent professional judgment include:

(i) an employment requirement that restricts the licensee's access to patients with whom
the licensee's employer does not have a contractual relationship, either directly or through contracts
with one or more third-party payers, or

(i) providing compensation incentives that are not related to the treatment of any
particular patient;

(g) providing benefit coverage information, giving advice, or expressing opinionsto a
patient or to a family member of a patient to assist the patient or family member in making a
decision about health care that has been recommended by a licensee; or

(h) any otherwise lawful conduct that does not substantially interfere with the licensee's
ability to exercise independent professional judgment on behalf of the licensee's patients and that
does not constitute the practice of medicine as defined in this chapter.

Section 195. Section 58-68-501 is amended to read:

58-68-501. Unlawful conduct.

(1) "Unlawful conduct" includes, in addition to the definition in Section 58-1-501:

(@) buying, sdlling, or fraudulently obtaining any osteopathic medical diploma, license,
certificate, or registration; and

(b) aiding or abetting the buying, selling, or fraudulently obtaining of any osteopathic
medical diploma, license, certificate, or registration;

(c) substantially interfering with a licensee's lawful and competent practice of medicine
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8770  inaccordance with this chapter by:

8771 (i) any person or entity that manages, owns, operates, or conducts a business having a
8772  direct or indirect financial interest in the licensee's professional practice; or

8773 (if) anyone other than another physician licensed under thistitle, who is engaged in direct
8774  clinical care or consultation with the licensee in accordance with the standards and ethics of the
8775  profession of medicine; or

8776 (d) entering into a contract that limits a licensee's ability to advise the licensee's patients
8777  fully about treatment options or other issues that affect the health care of the licensee's patients.
8778 (2) "Unlawful conduct" does not include:

8779 () establishing, administering, or enforcing the provisions of a policy of [¢isabitity]
8780  accident and health insurance by an insurer doing business in this state in accordance with Title
8781  31A, Insurance Code;

8782 (b) adopting, implementing, or enforcing utilization management standards related to

8783  payment for alicensee's services, provided that:

8784 () utilization management standards adopted, implemented, and enforced by the payer
8785  have been approved by a physician or by a committee that contains one or more physicians; and
8786 (if) the utilization management standards does not preclude a licensee from exercising
8787  independent professional judgment on behalf of the licensee's patients in a manner that is

8788  independent of payment considerations;

8789 (c) developing and implementing clinical practice standards that are intended to reduce
8790  morbidity and mortality or developing and implementing other medical or surgical practice
8791 standardsrelated to the standardization of effective health care practices, provided that:

8792 () the practice standards and recommendations have been approved by a physician or by
8793 acommittee that contains one or more physicians, and

8794 (i) the practice standards do not preclude a licensee from exercising independent

8795 professional judgment on behalf of the licensee's patients in a manner that is independent of
8796  payment considerations;

8797 (d) requesting or recommending that a patient obtain a second opinion from a licensee;
8798 (e) conducting peer review, quality evaluation, quality improvement, risk management,
8799  or smilar activities designed to identify and address practice deficiencies with health care

8800 providers, hedlth care facilities, or the delivery of health care;
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(f) providing employment supervision or adopting employment requirements that do not
interfere with the licensee's ability to exercise independent professional judgment on behalf of the
licensee's patients, provided that employment requirements that may not be considered to interfere
with an employed licensee's exercise of independent professional judgment include:

(i) an employment requirement that restricts the licensee's access to patients with whom
the licensee's employer does not have a contractual relationship, either directly or through contracts
with one or more third-party payers, or

(i) providing compensation incentives that are not related to the treatment of any
particular patient;

(g) providing benefit coverage information, giving advice, or expressing opinionsto a
patient or to a family member of a patient to assist the patient or family member in making a
decision about health care that has been recommended by a licensee; or

(h) any otherwise lawful conduct that does not substantially interfere with the licensee's
ability to exercise independent professional judgment on behalf of the licensee's patients and that
does not constitute the practice of medicine as defined in this chapter.

Section 196. Section 59-10-114 is amended to read:

59-10-114. Additionsto and subtractions from feder al taxable income of an
individual.

(1) There shall be added to federal taxable income of aresident or nonresident individual:

(@) the amount of any income tax imposed by this or any predecessor Utah individual
income tax law and the amount of any income tax imposed by the laws of another state, the District
of Columbia, or a possession of the United States, to the extent deducted from federal adjusted
gross income, as defined by Section 62, Internal Revenue Code, in determining federal taxable
income,

(b) alump sum distribution allowable as a deduction under Section 402(d)(3), Internal
Revenue Code, to the extent deductible under Section 62(a)(8), Internal Revenue Code, in
determining federal adjusted gross income;

(c) 25% of the personal exemptions, as defined and calculated in the Internal Revenue
Code;

(d) awithdrawal from a medical care savings account and any penalty imposed in the
taxable year if:
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(i) thetaxpayer did not deduct or include the amounts on his federal tax return pursuant
to Section 220, Internal Revenue Code; and

(i) the withdrawal is subject to Subsections 31A-32a-105(1) and (2); and

(e) the amount refunded to a participant under Title 53B, Chapter 8a, Higher Education
Savings Incentive Program, in the year in which the amount is refunded.

(2) There shall be subtracted from federal taxable income of aresident or nonresident
individual:

(@) theinterest or dividends on obligations or securities of the United States and its
possessions or of any authority, commission, or instrumentality of the United States, to the extent
includable in gross income for federal income tax purposes but exempt from state income taxes
under the laws of the United States, but the amount subtracted under this subsection shall be
reduced by any interest on indebtedness incurred or continued to purchase or carry the obligations
or securities described in this subsection, and by any expenses incurred in the production of
interest or dividend income described in this subsection to the extent that such expenses, including
amortizable bond premiums, are deductible in determining federal taxable income;

(b) %2 of the net amount of any income tax paid or payable to the United States after all
allowable credits, as reported on the United States individual income tax return of the taxpayer for
the same taxable year;

(c) the amount of adoption expenses which, for purposes of this subsection, means any
actual medical and hospital expenses of the mother of the adopted child which are incident to the
child's birth and any welfare agency, child placement service, legal, and other fees or costs relating
to the adoption;

(d) amounts received by taxpayers under age 65 as retirement income which, for purposes
of this section, means pensions and annuities, paid from an annuity contract purchased by an
employer under a plan which meets the requirements of Section 404(a)(2), Internal Revenue Code,
or purchased by an employee under a plan which meets the requirements of Section 408, Internal
Revenue Code, or paid by the United States, a state, or political subdivision thereof, or the District
of Columbia, to the employee involved or the surviving spouse;

(e) for each taxpayer age 65 or over before the close of the taxable year, a $7,500 personal
retirement exemption,

(f) 75% of the amount of the personal exemption, as defined and calculated in the Internal
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Revenue Code, for each dependent child with a disability and adult with a disability who is
claimed as a dependent on ataxpayer's return;

(g) any amount included in federal taxable income that was received pursuant to any
federal law enacted in 1988 to provide reparation payments, as damages for human suffering, to
United States citizens and resident aliens of Japanese ancestry who were interned during World
War 11,

(h) subject to the limitations of Subsection (3)(€), amounts a taxpayer pays during the
taxable year for health care insurance, as defined in Title 31A, Chapter 1, Genera Provisions:

(i) for:

(A) thetaxpayer;

(B) thetaxpayer's spouse; and

(C) thetaxpayer's dependents; and

(i) to the extent the taxpayer does not deduct the amounts under Section 125, 162, or 213,
Internal Revenue Code, in determining federal taxable income for the taxable year;

(i) except as otherwise provided in this subsection, the amount of a contribution made in
the tax year on behalf of the taxpayer to a medical care savings account and interest earned on a
contribution to amedical care savings account established pursuant to Title 31A, Chapter 323,
Medical Care Savings Account Act, to the extent the contribution is accepted by the account
administrator as provided in the Medical Care Savings Account Act, and if the taxpayer did not
deduct or include amounts on his federal tax return pursuant to Section 220, Internal Revenue
Code. A contribution deductible under this subsection may not exceed either of the following:

(i) the maximum contribution allowed under the Medical Care Savings Account Act for
the tax year multiplied by two for taxpayers who file ajoint return, if neither spouse is covered by
health care insurance as defined in Section 31A-1-301 or self-funded plan that covers the other
spouse, and each spouse has a medical care savings account; or

(i) the maximum contribution allowed under the Medical Care Savings Account Act for
the tax year for taxpayers:

(A) who do not file ajoint return; or

(B) who fileajoint return, but do not qualify under Subsection (2)(i)(i); and

() the amount included in federa taxable income that was derived from money paid by
the taxpayer to the program fund under Title 53B, Chapter 8a, Higher Education Savings I ncentive
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Program, not to exceed amounts determined under Subsection 53B-8a-106(1)(d) and investment
income earned on participation agreements under Subsection 53B-8a-106(1) when used for higher
education costs of the beneficiary;

(k) for tax years beginning on or after January 1, 2000, any amounts paid for premiums
on long-term care insurance policies as defined in Section [31A-22-1462] 31A-1-301 to the extent
the amounts paid for long-term care insurance were not deducted under Section 213, Internal
Revenue Code, in determining federal taxable income; and

(I) for taxable years beginning on or after January 1, 2000, if the conditions of Subsection
(4)(a) are met, the amount of income derived by a Ute tribal member:

(i) during atime period that the Ute tribal member resides on homesteaded land
diminished from the Uintah and Ouray Reservation; and

(i) from a source within the Uintah and Ouray Reservation.

(3) (@) For purposes of Subsection (2)(d), the amount of retirement income subtracted for
taxpayers under 65 shall be the lesser of the amount included in federal taxable income, or $4,800,
except that:

(i) for married taxpayers filing joint returns, for each $1 of adjusted gross income earned
over $32,000, the amount of the retirement income exemption that may be subtracted shall be
reduced by 50 cents;

(i) for married taxpayers filing separate returns, for each $1 of adjusted gross income
earned over $16,000, the amount of the retirement income exemption that may be subtracted shall
be reduced by 50 cents; and

(iii) for individua taxpayers, for each $1 of adjusted gross income earned over $25,000,
the amount of the retirement income exemption that may be subtracted shall be reduced by 50
cents.

(b) For purposes of Subsection (2)(e), the amount of the personal retirement exemption
shall be further reduced according to the following schedule:

(i) for married taxpayers filing joint returns, for each $1 of adjusted gross income earned
over $32,000, the amount of the personal retirement exemption shall be reduced by 50 cents;

(i) for married taxpayers filing separate returns, for each $1 of adjusted gross income
earned over $16,000, the amount of the personal retirement exemption shall be reduced by 50
cents; and
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(iii) for individua taxpayers, for each $1 of adjusted gross income earned over $25,000,
the amount of the personal retirement exemption shall be reduced by 50 cents.

(c) For purposes of Subsections (3)(a) and (b), adjusted gross income shall be calculated
by adding to federal adjusted gross income any interest income not otherwise included in federa
adjusted gross income.

(d) For purposes of determining ownership of items of retirement income common law
doctrine will be applied in al cases even though some items may have originated from service or
investments in a community property state. Amounts received by the spouse of aliving retiree
because of the retiree's having been employed in a community property state are not deductible as
retirement income of such spouse.

(e) For purposes of Subsection (2)(h), a subtraction for an amount paid for health care
insurance as defined in Title 31A, Chapter 1, Genera Provisions, is not allowed:

(i) for an amount that is reimbursed or funded in whole or in part by the federa
government, the state, or an agency or instrumentality of the federal government or the state; and

(i) for ataxpayer who is eligible to participate in a health plan maintained and funded in
whole or in part by the taxpayer's employer or the taxpayer's spouse's employer.

(4) (8 A subtraction for an amount described in Subsection (2)(1) is allowed only if:

(i) the taxpayer isa Ute tribal member; and

(i) the governor and the Ute tribe execute and maintain an agreement meeting the
requirements of this Subsection (4).

(b) The agreement described in Subsection (4)(a):

(i) may not:

(A) authorize the state to impose atax in addition to atax imposed under this chapter;

(B) provide a subtraction under this section greater than or different from the subtraction
described in Subsection (2)(1); or

(C) dffect the power of the state to establish rates of taxation; and

(i) shall:

(A) provide for the implementation of the subtraction described in Subsection (2)(1);

(B) beinwriting;

(C) besigned by:

(1) thegovernor; and
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(I1) the chair of the Business Committee of the Ute tribe;

(D) be conditioned on obtaining any approval required by federal law; and

(E) <atethe effective date of the agreement.

(c) (i) The governor shall report to the commission by no later than February 1 of each year
regarding whether or not an agreement meeting the requirements of this Subsection (4) is in effect.

(i) 1f an agreement meeting the requirements of this Subsection (4) is terminated, the
subtraction permitted under Subsection (2)(l) is not allowed for taxable years beginning on or after
the January 1 following the termination of the agreement.

(d) For purposes of Subsection (2)(l) and in accordance with Title 63, Chapter 46a, Utah
Administrative Rulemaking Act, the commission may make rules:

(i) for determining whether income is derived from a source within the Uintah and Ouray
Reservation; and

(i) that are substantially smilar to how federal adjusted gross income derived from Utah
sources is determined under Section 59-10-117.

Section 197. Section 62A-11-326.1 is amended to read:

62A-11-326.1. Enrollment of child in accident and health insurance plan -- Order
-- Notice.

(1) The office may issue a notice to existing and future employers or unions to enroll a
dependent child in [a¢lisabitity] an accident and health insurance plan that is available through
[Hts] the dependent child's parent or legal guardian's employer or union, when the following

conditions are satisfied:

(@) the parent or legal guardian is already required to obtain insurance coverage for the
child by a prior court or administrative order; and

(b) the parent or legal guardian has failed to provide written proof to the office that:

(i) the child has been enrolled in [a€disabiity] an accident and health insurance planin
accordance with the court or administrative order; or

(i) the coverage required by the order was not available at group rates through the
employer or union 30 or more days prior to the date of the mailing of the notice to enroll.

(2) The office shal provide concurrent notice to the parent or legal guardian in accordance
with Section 62A-11-304.4 of:

(@) the notice to enroll sent to the employer or union; and
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8987 (b) the opportunity to contest the enrollment due to a mistake of fact by filing awritten
8988  request for an adjudicative proceeding with the office within 15 days of the notice being sent.
8989 (3 A noticeto enroll shal result in the enrollment of the child in the parent's [etsabiity]
8990 accident and health insurance plan, unless the parent successfully contests the notice based on a
8991 mistake of fact.

8992 (4) A noticeto enroll issued under this section may be considered a "qualified medical

8993  support order” for the purposes of enrolling a dependent child in a group [elisabitity] accident and
8994  hedlth insurance plan as defined in Section 609(a), Federal Employee Retirement Income Security
8995  Act of 1974,

8996 Section 198. Section 62A-11-326.2 is amended to read:

8997 62A-11-326.2. Compliance with order -- Enrollment of dependent child for

8998 insurance.

8999 (1) Anemployer or union shall comply with a notice to enroll issued by the office under
9000  Section 62A-11-326.1 by enrolling the dependent child that is the subject of the notice in the:
9001 () [disabitity] accident and health insurance plan in which the parent or legal guardian is

9002 enrolled, if the plan satisfies the prior court or administrative order; or

9003 (b) least expensive plan, assuming equivalent benefits, offered by the employer or union
9004 that complies with the prior court or administrative order which provides coverage [whiteh] that
9005 isreasonably accessible to the dependent child.

9006 (2) The employer, union, or insurer may not refuse to enroll a dependent child pursuant
9007 to anoticeto enroll because a parent or legal guardian has not signed an enrollment application.

9008 (3) Upon enrollment of the dependent child, the employer shall deduct the appropriate
9009 premiums from the parent or legal guardian's wages and remit them directly to the insurer.

9010 (4) Theinsurer shall provide proof of insurance to the office upon request.

9011 (5) The signature of the custodial parent of the insured dependent is a valid authorization
9012 totheinsurer for purposes of processing any insurance reimbursement claim.

9013 Section 199. Section 63-25a-413 is amended to read:

9014 63-25a-413. Collateral sources.

9015 (1) Collateral source shall include any source of benefits or advantages for economic loss

9016  otherwise reparable under this chapter which the victim or claimant has received, or which is
9017 readily available to the victim from:
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9018 (@) the offender;
9019 (b) the insurance of the offender;
9020 (c) the United States government or any of its agencies, a state or any of its political

9021  subdivisions, or an instrumentality of two or more states, except in the case on nonobligatory
9022 state-funded programs;

9023 (d) social security, Medicare, and Medicaid;

9024 (e) state-required temporary nonoccupational income replacement insurance or disability

9025 income insurance;

9026 (f) workers compensation;
9027 (9) wage continuation programs of any employer;
9028 (h) proceeds of acontract of insurance payable to the victim for the loss he sustained

9029  because of the criminally injurious conduct;

9030 (i) acontract providing prepaid hospital and other health care services or benefits for

9031  disahility; or

9032 () veteran's benefits, including veteran's hospitalization benefits.

9033 (2) (@) Anorder of restitution shall not be considered readily available as a collateral

9034  source.

9035 (b) Receipt of an award of reparations under this chapter shall be considered an assignment

9036  of thevictim'srightsto restitution from the offender.

9037 (3) Thevictim shall not discharge a claim against a person or entity without the state's
9038  written permission and shall fully cooperate with the state in pursuing its right of reimbursement,
9039 including providing the state with any evidence in his possession.

9040 (4) The state'sright of reimbursement applies regardless of whether the victim has been
9041  fully compensated for his losses.

9042 (5 Notwithstanding the collateral source provisions in [Sabsections] Subsection (1) and
9043  Subsection 63-25a-412(1)(a) [ana-63-25a-413(1)], a victim of a sexual offense who requests
9044  testing of himself may be reimbursed for the costs of the HIV test only as provided in Subsection
9045  76-5-503(4).

9046 Section 200. Section 63-55-231 is amended to read:

9047 63-55-231. Repeal dates, Title 31A.

9048 (1) Section 31A-2-208.5, Comparison tables, is repealed July 1, 2005.
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9049 (2) Section 31A-2-217, Coordination with other states, is repealed July 1, 2003.
9050 [2)] (3) Section 31A-22-315, Motor Vehicle Insurance Reporting, is repealed July 1,
9051  2010.

9052 [€3)] (4) Section 31A-22-625, Catastrophic Coverage of Mental Health Conditions, is
9053  repealed July 1, 2011.

9054 [t4)] (5) Title 31A, Chapter 31, Insurance Fraud Act, isrepealed July 1, 2007.

9055 Section 201. Section 67-22-1 is amended to read:

9056 67-22-1. Compensation -- Constitutional offices.

9057 (1) The Legidature fixes salaries for the congtitutional offices as follows:

9058 (@) Governor $96,700

9059 (b) Lieutenant Governor $75,200

9060 (c) Attorney Genera $81,300

9061 (d) State Auditor $77,600

9062 (e) State Treasurer $75,200

9063 (2) The Legidature fixes benefits for the congtitutional offices as follows:

9064 (a) Governor:

9065 (i) avehiclefor officia and personal use;

9066 (i) housing;

9067 (i) household and security staff;

9068 (iv) household expenses;

9069 (v) retirement benefits as provided in Title 49;

9070 (vi) health insurance;

9071 (vii) dental insurance;

9072 (viii) basic life insurance;

9073 (ix) workers compensation;

9074 (X) required employer contribution to Socia Security;

9075 (xi) long-term disability income insurance; and

9076 (xit) the same additional state paid life insurance available to other noncareer service

9077  employees.
9078 (b) Lieutenant governor, attorney general, state auditor, and state treasurer:
9079 (i) avehiclefor official and personal use;



S.B. 100 01-11-01 5:56 PM

9080 (i) the option of participating in a state retirement system established by Title 49, Chapter
9081 2, Public Employees Retirement Act, or Chapter 3, Public Employees Noncontributory

9082 Retirement Act, or in adeferred compensation plan administered by the State Retirement Office,
9083  in accordance with the Internal Revenue Code and its accompanying rules and regulations;

9084 (iii) health insurance;

9085 (iv) dental insurance;

9086 (v) basic life insurance;

9087 (vi) workers compensation;

9088 (vii) required employer contribution to social security;

9089 (viii) long-term disability income insurance; and

9090 (ix) the same additional state paid life insurance available to other noncareer service

9091 employees.

9092 (c) Each constitutional office shall pay the cost of the additional state-paid life insurance
9093 for its congtitutional officer from its existing budget.

9094 Section 202. Section 67-22-2 is amended to read:

9095 67-22-2. Compensation -- Other state officers.

9096 (1) The governor shall establish salaries for the following state officers within the
9097 following salary ranges fixed by the Legidature:

9098 State Officer Salary Range

9099 Director, Health Policy Commission $57,900 - $78,400

9100 Commissioner of Agriculture and Food $62,100 - $84,100

9101 Commissioner of Insurance $62,100 - $84,100

9102 Commissioner of the Labor Commission $62,100 - $84,100

9103 Director, Alcoholic Beverage Control

9104 Commission $62,100 - $84,100

9105 Commissioner, Department of

9106 Financial Institutions $62,100 - $84,100

9107 Members, Board of Pardons and Parole $62,100 - $84,100

9108 Executive Director, Department

9109 of Commerce $62,100 - $84,100

9110 Executive Director, Commission on
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Criminal and Juvenile Justice
Adjutant General
Chair, Tax Commission
Commissioners, Tax Commission
Executive Director, Department of
Community and Economic
Development
Executive Director, Tax Commission
Chair, Public Service Commission

Commissioner, Public Service Commission

Executive Director, Department
of Corrections

Commissioner, Department of Public Safety

Executive Director, Department of
Natural Resources

Director, Office of Planning
and Budget

Executive Director, Department of
Administrative Services

Executive Director, Department of
Human Resource Management

Executive Director, Department of
Environmental Quality

State Olympic Officer

Executive Director, Department of
Workforce Services

Executive Director, Department of
Hedlth

Executive Director, Department
of Human Services

Executive Director, Department

$62,100 - $84,100

$62,100 - $84,100
$67,200 - $90,700
$67,200 - $90,700

$67,200 - $90,700
$67,200 - $90,700
$67,200 - $90,700
$67,200 - $90,700

$73,100 - $98,700
$73,100 - $98,700

$73,100 - $98,700

$73,100 - $98,700

$73,100 - $98,700

$73,100 - $98,700

$73,100 - $98,700

$79,600 - $107,500

$79,600 - $107,500

$79,600 - $107,500

$79,600 - $107,500

S.B. 100
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9142 of Transportation $79,600 - $107,500

9143 Chief Information Officer $79,600 - $107,500

9144 (2) (8 The Legidature fixes benefits for the state offices outlined in Subsection (1) as
9145 follows:

9146 (i) the option of participating in a state retirement system established by Title 49, Utah

9147  State Retirement Act, or in a deferred compensation plan administered by the State Retirement
9148  Office in accordance with the Interna Revenue Code and its accompanying rules and regulations,
9149 (i) health insurance;

9150 (iii) dental insurance;

9151 (iv) basic life insurance;

9152 (v) unemployment compensation;

9153 (vi) workers compensation;

9154 (vit) required employer contribution to Social Security;

9155 (viii) long-term disability income insurance;

9156 (ix) the same additiona state-paid life insurance available to other noncareer service

9157  employees,

9158 (X) the same severance pay available to other noncareer service employees,

9159 (xi) the same sick leave, converted sick leave, educational allowances, and holidays

9160 granted to Schedule B state employees, and the same annual leave granted to Schedule B state
9161 employees with more than ten years of state service;

9162 (xit) the option to convert accumulated sick leave to cash or insurance benefits as provided
9163 by law or rule upon resignation or retirement according to the same criteria and procedures applied
9164 to Schedule B state employees,

9165 (xiii) the option to purchase additional life insurance at group insurance rates according
9166 to the same criteria and procedures applied to Schedule B state employees; and

9167 (xiv) professiona membershipsif being a member of the professional organization is a
9168  requirement of the position.

9169 (b) Each department shall pay the cost of additional state-paid life insurance for its
9170  executive director fromits existing budget.
9171 (3) The Legidature fixes the following additional benefits:

9172 (a) for the executive director of the State Tax Commission a vehicle for official and
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personal use;

(b) for the executive director of the Department of Transportation a vehicle for official and
personal use;

(c) for the executive director of the Department of Natural Resources a vehicle for
commute and official use;

(d) for the Commissioner of Public Safety:

(i) an accidental death insurance policy if POST certified; and

(i) apublic safety vehicle for official and personal use;

(e) for the executive director of the Department of Corrections.

(i) an accidental death insurance policy if POST certified; and

(i) apublic safety vehicle for official and personal use;

(f) for the Adjutant General a vehicle for official and personal use; and

(g) for each member of the Board of Pardons and Parole a vehicle for commute and official
use.

(4) (8 The governor has the discretion to establish a specific salary for each office listed
in Subsection (1), and, within that discretion, may provide salary increases within the range fixed
by the Legidature.

(b) The governor shall apply the same overtime regulations applicable to other FLSA
exempt positions.

(c) The governor may develop standards and criteria for reviewing the performance of the
state officers listed in Subsection (1).

(5) Salariesfor other Schedule A employees, as defined in Section 67-19-15, which are
not provided for in this chapter, or in Title 67, Chapter 8, Utah Executive and Judicial Salary Act,
shall be established as provided in Section 67-19-15.

Section 203. Section 78-14-4.5 is amended to read:

78-14-4.5. Amount of award reduced by amounts of collateral sources available to
plaintiff -- No reduction wher e subrogation right exists -- Collateral sour ces defined --
Procedur e to preserve subrogation rights -- Evidence admissible -- Exceptions.

(1) Inall malpractice actions against health care providers as defined in Section 78-14-3
in which damages are awarded to compensate the plaintiff for losses sustained, the court shall
reduce the amount of such award by the total of all amounts paid to the plaintiff from all collateral
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sources which are available to him; however, there shall be no reduction for collateral sources for
which a subrogation right exists as provided in this section nor shall there be a reduction for any
collateral payment not included in the award of damages. Upon afinding of liability and an
awarding of damages by the trier of fact, the court shall receive evidence concerning the total
amounts of collateral sources which have been paid to or for the benefit of the plaintiff or are
otherwise available to him. The court shall also take testimony of any amount which has been
paid, contributed, or forfeited by, or on behalf of the plaintiff or members of his immediate family
to secure hisright to any collateral source benefit which he is receiving as aresult of hisinjury,
and shall offset any reduction in the award by such amounts. No evidence shall be received and
no reduction made with respect to future collateral source benefits except as specified in
Subsection (4).

(2) For purposes of this section "collateral source" means payments made to or for the
benefit of the plaintiff for:

(@) medical expenses and disability payments payable under the United States Socid
Security Act, any federal, state, or local income disability act, or any other public program, except
the federal programs which are required by law to seek subrogation;

(b) any health, sickness, or income [€lisabitity] replacement insurance, automobile accident
insurance that provides health benefits or income [disabttity] replacement coverage, and any other
similar insurance benefits, except life insurance benefits available to the plaintiff, whether
purchased by the plaintiff or provided by others;

(c) any contract or agreement of any person, group, organization, partnership, or
corporation to provide, pay for, or reimburse the costs of hospital, medical, dental, or other health
care services, except benefits received as gifts, contributions, or assistance made gratuitously; and

(d) any contractual or voluntary wage continuation plan provided by employers or any
other system intended to provide wages during a period of disability.

(3) To preserve subrogation rights for amounts paid or received prior to settlement or
judgment, a provider of collateral sources shall serve at least 30 days before settlement or trial of
the action a written notice upon each health care provider against whom the malpractice action has
been asserted. The written notice shall state the name and address of the provider of collatera
sources, the amount of collateral sources paid, the names and addresses of all persons who received
payment, and the items and purposes for which payment has been made.
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(4) Evidence is admissible of government programs that provide payments or benefits
available in the future to or for the benefit of the plaintiff to the extent available irrespective of the
recipient's ability to pay. Evidence of the likelihood or unlikelihood that such programs, payments,
or benefits will be available in the future is also admissible. The trier of fact may consider such
evidence in determining the amount of damages awarded to a plaintiff for future expenses.

(5) [Ne] A provider of collateral sourcesis not entitled to recover the amounts of such
benefits from a health care provider, the plaintiff, or any other person or entity as reimbursement
for collateral source payments made prior to settlement or judgment, including any payments made
under Title 26, Chapter 19, Medical Benefits Recovery Act, except to the extent that subrogation
rights to amounts paid prior to settlement or judgment are preserved as provided in this section.

All policies of insurance providing benefits affected by this section are construed in accordance
with this section.

Section 204. Section 78-45-7.5 is amended to read:

78-45-7.5. Determination of grossincome -- mputed income.

(1) Asused inthe guidelines, "grossincome" includes:

(a) prospective income from any source, including nonearned sources, except under
Subsection (3); and

(b) income from salaries, wages, commissions, royalties, bonuses, rents, gifts from anyone,
prizes, dividends, severance pay, pensions, interest, trust income, alimony from previous
marriages, annuities, capital gains, social security benefits, workers compensation benefits,
unemployment compensation, income replacement disability insurance benefits, and payments

from "nonmeans-tested" government programs.

(2) Income from earned income sources s limited to the equivalent of one full-time
40-hour job. However, if and only if during the time prior to the original support order, the parent
normally and consistently worked more than 40 hours at his job, the court may consider this extra
time as a pattern in calculating the parent's ability to provide child support.

(3) Specifically excluded from gross income are:

(a) cash assistance provided under Title 35A, Chapter 3, Part 3, Family Employment
Program;

(b) benefits received under a housing subsidy program, the Job Training Partnership Act,
Supplemental Security Income, Social Security Disability Insurance, Medicaid, Food Stamps, or
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General Assistance; and

(c) other similar means-tested welfare benefits received by a parent.

(4) (@) Grossincome from self-employment or operation of a business shall be calculated
by subtracting necessary expenses required for self-employment or business operation from gross
receipts. The income and expenses from self-employment or operation of a business shall be
reviewed to determine an appropriate level of grossincome available to the parent to satisfy a child
support award. Only those expenses necessary to allow the business to operate at a reasonable
level may be deducted from gross receipts.

(b) Grossincome determined under this subsection may differ from the amount of business
income determined for tax purposes.

(5) () When possible, gross income should first be computed on an annual basis and then
recalculated to determine the average gross monthly income.

(b) Each parent shal provide verification of current income. Each parent shall provide
year-to-date pay stubs or employer statements and complete copies of tax returns from at least the
most recent year unless the court finds the verification is not reasonably available. Verification
of income from records maintained by the Department of Workforce Services may be substituted
for pay stubs, employer statements, and income tax returns.

(c) Historical and current earnings shall be used to determine whether an
underemployment or overemployment situation exists.

(6) Grossincome includes income imputed to the parent under Subsection (7).

(7) (8 Income may not be imputed to a parent unless the parent stipulates to the amount
imputed, the party defaults, or, in contested cases, a hearing is held and a finding made that the
parent is voluntarily unemployed or underemployed.

(b) If incomeisimputed to a parent, the income shall be based upon employment potential
and probable earnings as derived from work history, occupation qualifications, and prevailing
earnings for persons of similar backgrounds in the community, or the median earning for persons
in the same occupation in the same geographical area as found in the statistics maintained by the
Bureau of Labor Statistics.

(c) If aparent has no recent work history or their occupation is unknown, income shall be
imputed at least at the federal minimum wage for a 40-hour work week. To impute a greater
income, the judge in ajudicia proceeding or the presiding officer in an administrative proceeding
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9297  sndl enter specific findings of fact asto the evidentiary basis for the imputation.

9298 (d) Income may not be imputed if any of the following conditions exist:

9299 (i) the reasonable costs of child care for the parents minor children approach or equal the
9300 amount of income the custodial parent can earn;

9301 (i) aparent isphysicaly or mentally disabled to the extent he cannot earn minimum wage;
9302 (i) aparent is engaged in career or occupational training to establish basic job skills; or
9303 (iv) unusual emotional or physical needs of a child require the custodial parent's presence
9304 inthe home.

9305 (8) (&) Grossincome may not include the earnings of a minor child who is the subject of

9306 achild support award nor benefits to aminor child in the child's own right such as Supplemental
9307  Security Income.

9308 (b) Social Security benefits received by a child due to the earnings of a parent shall be
9309 credited as child support to the parent upon whose earning record it is based, by crediting the
9310 amount againgt the potential obligation of that parent. Other unearned income of a child may be
9311 considered asincome to a parent depending upon the circumstances of each case.

9312 Section 205. Repealer.

9313 This act repeals:

9314 Section 31A-8-210, Solvency standar ds.

9315 Section 31A-8-212, Solvency standar ds transition.
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