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PLEASE NOTE, THE BOXES BELOW WILL EXPAND AS YOU TYPE

What is the intended benefit of the rule?

The rules in Chapter 15 establish certain minimum standards and guidelines of conduct by identifying unfair
methods of competition and unfair or deceptive acts or practices in the business of insurance, as prohibited
by lowa Code Chapter 507B. The rules conform with model laws issued by the National Association of
Insurance Commissioners (NAIC).

Is the benefit being achieved? Please provide evidence.

Yes. This rule making is being proposed pursuant to Executive Order 10.

What are the costs incurred by the public to comply with the rule?

There are no known costs.

What are the costs to the agency or any other agency to implement/enforce the rule?

There are no known costs.

Do the costs justify the benefits achieved? Please explain.

The proposed rules streamline and eliminate redundant and repetitive language.

Are there less restrictive alternatives to accomplish the benefit? [ YES NO

If YES, please list alternative(s) and provide analysis of less restrictive alternatives from other states, if
applicable. If NO, please explain.

The Division did not find any less restrictive alternatives. The proposed changes align the rules with
model law and industry standards.




Does this chapter/rule(s) contain language that is obsolete, outdated, inconsistent, redundant, or un-
necessary language, including instances where rule language is duplicative of statutory language? [list
chapter/rule number(s) that fall under any of the above categories]

PLEASE NOTE, THE BOXES BELOW WILL EXPAND AS YOU TYPE

191—15.2
191—15.3

RULES PROPOSED FOR REPEAL (list rule number[s]):

None.

RULES PROPOSED FOR RE-PROMULGATION (list rule number[s] or include rule text if available):

The following rulemaking action proposed:

ITEM 1. Amend rule 191—15.2(507B) as follows:

191—15.2 (507B) Definitions.
“Advertisement” for the purpose of these rules shall be material designed to create public interest in

insurance or an insurer, or to induce the public to purchase, increase, modify, reinstate or retain a policy

including:




1. Printed and published material, audio and visual material, and descriptive literature of an
insurer or producer used in direct mail, newspapers, magazines, radio scripts, TV scripts, billboards, computer

on-line networks and similar displays; descriptive literature and sales aids of all kinds issued by an insurer or

producer for presentation to members of the publicnreluding-but-net-Hmited-to-cireulars,teaflets—booklets;

2. However, for the purpose of these rules “advertisement” shall not include: communications or
materials used within an insurer’s own organization and not intended for dissemination to the public;
communications with policyholders other than material urging policyholders to purchase, increase, modify,
reinstate, or retain a policy; and a general announcement from a group or blanket policyholder to eligible
individuals on an employment or membership list that a policy or program has been written or arranged,
provided the announcement clearly indicates that it is preliminary to the issuance of a booklet explaining the
proposed coverage.

“Aftermarket crash parts” means replacement parts as defined in lowa Code section 537B.4.

“Certificate” means a statement of the coverage and provisions of a policy of group accident and
sickness insurance which has been delivered or issued for delivery in this state and includes riders,
endorsements and enrollment forms, if attached.

“Duplicate Medicare supplement insurance” shall mean the sale or the attempt to knowingly sell to an
individual a policy of insurance designed to supplement Medicare benefits as provided in The Health Insurance
for the Aged Act, Title XVI1I of the Social Security Amendments of 1965 as then constituted or later amended
when the individual is already insured under such a policy.

“Duplication” means policies of the same coverage type according to minimum standards
classifications outlined in 191 IAC 36.6(514D) which overlap to the extent that a reasonable individual would
not consider the ownership of the policies to be beneficial.

“Exception” for the purpose of these rules shall mean any provision in a policy whereby coverage for

a specified hazard is entirely eliminated; it is a statement of a risk not assumed under the policy.




“Illustrated scale” shall mean a scale of nonguaranteed elements currently being illustrated that is not
more favorable to the policyholder than the lesser of the disciplined current scale or the currently payable scale
as defined in 191 IAC 14.4(507B).

“Institutional advertisement” means an advertisement having as its sole purpose the promotion of the
reader’s, viewer’s or listener’s interest in the concept of accident and sickness insurance, or the promotion of
the insurer as a seller of accident and sickness insurance.

“Insurer”” shall mean any corporation, association, partnership, reciprocal exchange, interinsurer,
Lloyd’s, fraternal benefit society, and any other legal entity engaged in the business of insurance.

“Invitation to contract” means an advertisement for accident and sickness insurance that is neither an
invitation to inquire nor an institutional advertisement.

“Invitation to inquire”’ means an advertisement having as its objective the creation of a desire to inquire
further about accident and sickness insurance and that is limited to a brief description of the loss for which
benefits are payable. An invitation to inquire may not refer to cost but may contain the dollar amount of benefits
payable and the period of time during which benefits are payable.

“Limitation” for the purpose of these rules shall mean any provision which restricts coverage under the
policy other than an exception or a reduction.

“Limited benefit health coverage” shall have the same meaning as defined in 191—subrule 36.6(10).

“Person” shall mean any individual, corporation, association, partnership, reciprocal exchange,
interinsurer, fraternal benefit society, and any other legal entity engaged in the business of insurance, including
insurance producers and adjusters. “Person” shall also mean any corporation operating under the provisions of
lowa Code chapter 514 and any benevolent association as defined and operated under lowa Code chapter 512A.
For purposes of this chapter, corporations operating under the provisions of lowa Code chapter 514 and lowa
Code chapter 512A shall be deemed to be engaged in the business of insurance.

“Policy” shall include any policy, plan, certificate, contract, agreement, statement of coverage, rider,

or endorsement which provides for insurance benefits.




“Preneed funeral contract or prearrangement” shall mean an agreement by or for an individual before
the individual’s death relating to the purchase or provision of specific funeral or cemetery merchandise or
Services.

“Producer” shall mean a person who solicits, negotiates, effects, procures, delivers, renews, continues
or binds policies of insurance for risks residing, located or to be performed in this state.

“Prominently” or “conspicuously” means that the information to be disclosed will be presented in a
manner that is noticeably set apart from other information or images in the advertisement.

“Reduction” for the purpose of these rules shall mean any provision which reduces the amount of the
benefit; a risk of loss is assumed but payment upon the occurrence of such loss is limited to some amount or
period less than would be otherwise payable had such reduction not been used.

“Twisting” shall mean any action by a producer or insurer to induce or attempt to induce any individual
to lapse, forfeit, surrender, terminate, retain, assign, borrow, or convert a policy or an annuity in order that such
individual procure another policy or annuity, when such action would operate to the overall detriment of the

interests of the individual.

ITEM 2. Amend rule 191—15.3(507B) as follows:

191—15.3(507B) Advertising.
15.3(1) Form and content of advertisements. The format and content of an advertisement shall be

truthful and sufficiently complete and clear to avoid deception or the capacity or tendency to misrepresent or
deceive. Whether an advertisement has a capacity or tendency to misrepresent or deceive shall be determined
by the overall impression that the advertisement may be reasonably expected to create upon an individual in
the segment of the public to which it is primarily directed and who has average education, intelligence and

familiarity with insurance terminology for products in that market.




Information regarding exceptions, limitations, reductions and other restrictions required to be disclosed
by this rule shall not be minimized, rendered obscure or presented in an ambiguous fashion or intermingled
with the context of the advertisements so as to be confusing or misleading.

15.3(2) Prohibited terms and disclosure requirements for health insurance.

a. No advertisement shall contain or use words or phrases such as “all”; “full”; “complete”;

99, ¢ 99, ¢ 29, ¢

“comprehensive”; “unlimited”; “up to”; “as high as”; “this policy will help fill some of the gaps that Medicare
and your present insurance leave out”; “this policy will help to replace your income” (when used to express
loss of time benefits); or similar words and phrases, in a manner which exaggerates any benefits beyond the
terms of the policy.

b. No advertisement shall contain descriptions of a policy limitation, exception, or reduction,
worded in a positive manner to imply that it is a benefit, such as describing a waiting period as a “benefit
builder” or stating “even preexisting conditions are covered after two years.” Words and phrases used in an
advertisement to describe such policy limitations, exceptions and reductions shall fairly and accurately describe
the negative features of such limitations, exceptions and reductions of the policy offered.

C. No advertisement of a benefit for which payment is conditional upon confinement in a hospital
or similar facility shall use words or phrases such as “tax free,” “extra cash” and substantially similar phrases
which have the capacity, tendency or effect of misleading the public into believing that the policy advertised
will, in some way, enable an individual to make a profit from being hospitalized.

d. No advertisement shall use the words “only”; “just”; “merely”; “minimum” or similar words or
phrases to describe the applicability of any exceptions and reductions, such as: “This policy is subject to the
following minimum exceptions and reductions.”

e. An advertisement which refers to either a dollar amount, or a period of time for which any
benefit is payable, or the cost of the policy, or specific policy benefit, or the loss for which such benefit is

payable, shall also disclose those exceptions, reductions, and limitations affecting the basic provisions of the

policy without which the advertisement would have the capacity or tendency to mislead or deceive.




f. An advertisement may contain a brief description of coverage in an invitation to inquire so long

as it is limited to a brief description of the loss for which benefits are payable. The brief description may alse

but-may not refer to the cost of the policy.

g. An advertisement for a policy which contains a waiting, elimination, probationary, or similar
time period between the effective date of the policy and the effective date of coverage under the policy or a
time period between the date a loss occurs and the date benefits begin to accrue for such loss shall prominently
disclose the existence of such periods.

h. An invitation to inquire shall contain a provision in the following or substantially similar form:

“This policy has [exclusions] [limitations] [reduction of benefits] [terms under which the policy may be
continued in force or discontinued]. For costs and complete details of the coverage, call [or write] your
insurance agent or the company [whichever is applicable].”
15.3(3) Prohibited terms in life insurance and annuity policies. No advertisement for a life insurance
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or annuity policy shall use the terms “investment,” “investment plan,” “founder’s plan,
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charter plan,”
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profit sharing,” “interest plan,
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“expansion plan,” “profit,” “profits, savings,” “savings plan,” “retirement
plan,” or other similar term which has the capacity or tendency to mislead an insured or prospective insured to
believe that the insurer is offering something other than an insurance policy or some benefit not available to
other individuals of the same class and equal expectation of life. An advertisement shall not state that there are
“no more premiums” or that premiums will “vanish” or “disappear” or use similar terms when such statement
is not based on the guaranteed rates.

15.3(4) Exclusions, limitations, exceptions and reductions. Words and phrases used in an advertisement
to describe policy exclusions, limitations, exceptions and reductions shall clearly, prominently and accurately
indicate the negative or limited nature of the exclusions, limitations, exceptions and reductions.

An advertisement for a policy providing benefits for specified illnesses only, such as cancer, or other
policies providing benefits that are limited in nature shall clearly and conspicuously in prominent type state the

limited nature of the policy. The statement shall be worded in language identical to or substantially similar to




the following: “THIS IS A LIMITED POLICY,” “THIS POLICY PROVIDES LIMITED BENEFITS,” or
“THIS IS A CANCER-ONLY POLICY.”

15.3(5) Use of statistics. An advertisement shall not contain statistical information relating to any
insurer or policy unless it accurately reflects recent and relevant facts. The source of any such statistics used in
an advertisement shall be identified therein.

15.3(6) Introductory, initial or special offers.

a. An advertisement shall not directly or by implication represent that a policy is an introductory,
initial or special offer, or that a person will receive advantages not available at a later date, or that the offer is
available only to a specified group of persons, unless such is the fact.

b. An advertisement shall not offer a policy which utilizes a reduced initial premium rate in a
manner which overemphasizes the availability and the amount of the initial reduced premium. When an insurer
charges an initial premium that differs in amount from the amount of the renewal premium payable on the same
mode, the advertisement shall not display the amount of the reduced initial premium either more frequently or
more prominently than the renewal premium, and both the initial reduced premium and the renewal premium
must be stated in each portion of the advertisement where the initial reduced premium appears. This paragraph
shall not apply to annual renewable term policies.

15.3(7) Testimonials or endorsements by third parties.

a. Testimonials used in advertisements must be genuine, represent the current opinion of the
author, be applicable to the policy advertised and be accurately reproduced. The insurer, in using a testimonial,
makes as its own all of the statements contained therein, and the advertisement, including such statement, is
subject to al-the-provisions-of these rules.

b. If the person making a testimonial or an endorsement has a financial interest in the insurer or a
related entity as a stockholder, director, officer, employee, or otherwise, such fact shall be disclosed in the
advertisement. If a person is compensated for making a testimonial or endorsement, such fact shall be disclosed

in the advertisement by language substantially as follows: “Paid Endorsement.” Fhis—rule-does—hot-require
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radio-perfermanees: The payment of substantial amounts, directly or indirectly, for “travel and entertainment”

for filming or recording of TV or radio advertisements constitutes compensation and requires disclosure. Fhis

C. An advertisement which states or implies that an insurer or an insurance product has been

approved or endorsed by any person or other organizations must also disclose any proprietary or other
relationship between the parties.

15.3(8) Disparaging and incomplete comparisons and statements. An advertisement shall not directly
or indirectly make unfair or incomplete comparisons of policies or benefits or comparisons of noncomparable
policies of other insurers, and shall not disparage other insurers, their policies, services or business methods,
and shall not disparage or unfairly minimize competing methods of marketing insurance. An advertisement
shall not contain statements which are untrue in fact, or by implication misleading, with respect to the assets,
corporate structure, financial standing, age or relative position of an insurer in the insurance business.

15.3(9) Identity of insurer.

a. The name of the actual insurer shall be clearly identified in all advertisements for a particular
policy. An advertisement shall not use a trade name, insurance group designation, name of a parent company,
name of a particular company division, service mark, slogan, symbol or other device which would have the
capacity and tendency to misrepresent the true identity of an insurer.

b. No advertisement shall use any combination of words, symbols, or physical materials which by
its content, phraseology, shape, color or other characteristics is so similar to combinations of words, symbols,
or physical materials used by a municipal, state or federal agency that it would lead a reasonable individual to
believe that the advertisement is approved, endorsed or accredited by an agency of the municipal, state, or
federal government.

15.3(10) Disclosure requirements for life insurance and annuities.




a. An advertisement for a policy containing graded or modified benefits shall prominently display
any limitation of benefits. If the premium is level and coverage decreases or increases with age or duration,

such fact shall be prominently disclosed.

b. An advertisement for a policy with nonlevel premiums shall prominently describe the premium
changes.
C. Dividends.

1) An advertisement shall not state or imply that the payment or amount of dividends is guaranteed.
If dividends for an annuity are illustrated, the illustration must be based on the insurer’s illustrated scale and
must contain a statement that the illustration is not to be construed as a guarantee or estimate of dividends to
be paid in the future.

(2) An advertisement shall not state or imply that the illustrated scale under a participating policy
or pure endowments will be or can be sufficient at any future time to ensure, without the further payment of
premiums, the receipt of benefits, such as a paid-up policy, unless the advertisement clearly and precisely
explains (1) what benefits or coverage would be provided at such time and (2) under what conditions this would
occur.

d. An advertisement of a deferred annuity shall not state the net premium accumulation interest
rate unless it discloses in close proximity thereto and with equal prominence the actual relationship between
the gross and net premiums.

e. An advertisement that states the projected values of a policy must use the guaranteed interest
rates in determining such projected values and, in addition, may show other projected values based on interest
rates which comply with the illustrated scale. Any statements containing or based upon an interest rate higher
than the guaranteed accumulation interest rates shall likewise set forth with equal prominence comparable
statements containing or based upon the guaranteed accumulation interest rates. If the policy does not contain

a provision for a guaranteed interest rate, any advertisement showing projected values must clearly state that
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the rates are not guaranteed. This subrule does not apply to an illustration or supplemental illustration subject
to the provisions of the Life Illustrations Model Regulation, 191 IAC 14.

f. An advertisement or presentation which does not recognize the time value of money through the
use of appropriate interest adjustments shall not be used for comparing the cost of two or more life insurance
policies. Such advertisement may be used for the purpose of demonstrating the cash flow pattern of a policy if
such advertisement is accompanied by a statement disclosing that the advertisement does not recognize that,
because of interest, a dollar in the future may not have the same value as a dollar at the time of the presentation.

g. An advertisement of benefits shall not display guaranteed and nonguaranteed benefits as a single
sum unless they are also shown separately in close proximity thereto.

h. A statement regarding the use of life insurance cost indexes shall include an explanation that the
indexes are useful only for the comparison of the relative costs of two or more similar policies.

. A life insurance cost index which reflects dividends or an equivalent level annual dividend shall
be accompanied by a statement that it is based on the insurer’s illustrated scale and is not guaranteed.

15.3(11) Special offers. Advertisements, applications, requests for additional information and similar
materials are prohibited if they state or imply that the recipient has been individually selected to be offered
insurance or has had the recipient’s eligibility for the insurance individually determined in advance when the
advertisement is directed to all individuals in a group or to all individuals whose names appear on a mailing
list.

15.3(12) Disclosure requirement. In an advertisement that is an invitation to contract for an accident
and sickness insurance policy that is guaranteed renewable, cancelable or renewable at the option of the
company, the advertisement shall disclose that the insurer has the right to increase premium rates if the policy
S0 provides.

15.3(13) Group or quasi-group implications.
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https://www.legis.iowa.gov/docs/iac/chapter/191.14.pdf

a. An advertisement of a particular policy shall not state or imply that prospective insureds become
group or quasi-group members covered under a group policy and, as members, enjoy special rates or
underwriting privileges, unless that is the fact.

b. This rule prohibits the solicitation of a particular class, such as governmental employees, by use
of advertisements which state or imply that their class membership entitles the member to reduced rates on a
group or other basis when, in fact, the policy being advertised is sold only on an individual basis at regular
rates.

C. Advertisements that indicate that a particular coverage or policy is exclusively for “preferred
risks” or a particular segment of the population or that a particular segment of the population is an acceptable
risk, when the distinctions are not maintained in the issuance of policies, are prohibited.

d. An advertisement to join an association, trust or discretionary group that is also an invitation to
contract for insurance coverage shall clearly disclose that the applicant will be purchasing both membership in
the association, trust or discretionary group and insurance coverage. The insurer shall solicit insurance coverage
on a separate and distinct application that requires a separate signature. The separate and distinct application
required need not be on a separate document or contained in a separate mailing. The insurance program shall
be presented so as not to conceal the fact that the prospective members are purchasing insurance as well as
applying for membership, if that is the case. Similarly, the use of terms such as “enroll” or “join” to imply
group or blanket insurance coverage is prohibited when that is not the fact.

e. Advertisements for group or franchise group plans that provide a common benefit or a common
combination of benefits shall not imply that the insurance coverage is tailored or designed specifically for that
group, unless that is the fact.

15.3(14) Compliance with Medicare supplement advertising rules. Insurers and producers shall comply

with the Medicare supplement advertising rules set forth in 191—Chapter 37 Bivision-H.
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*For rules being re-promulgated with changes, you may attach a document with suggested changes.

METRICS
Total number of rules repealed: 0
Proposed word count reduction after repeal and/or re-promulgation 98
Proposed number of restrictive terms eliminated after repeal and/or re-promulgation | 2

| ARE THERE ANY STATUTORY CHANGES YOU WOULD RECOMMEND INCLUDING CODIFYING ANY RULES?

‘ None.

13




