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SECOND REGULAR SESSION

HOUSE BILL NO. 1821

91ST GENERAL ASSEMBLY

INTRODUCED BY REPRESENTATIVES SMITH, HUNTER (Co-sponsors), HARLAN,
GREEN (15) AND WARD.

Read 1% time February 6, 2002, and 1000 copies ordered printed.
TED WEDEL, Chief Clerk
4260L.01I

AN ACT

Toamend chapter 375, RSMo, by adding thereto twenty-eight new sectionsrelating toinsurance
underwriting.

Be it enacted by the General Assembly of the state of Missouri, as follows:

SectionA. Chapter 375, RSMo, isamended by adding thereto twenty-eight new sections,
to be known as sections 375.1601, 375.1602, 375.1603, 375.1604, 375.1605, 375.1606,
375.1607, 375.1608, 375.1609, 375.1701, 375.1702, 375.1703, 375.1704, 375.1705, 375.1706,
375.1707, 375.1708, 375.1709, 375.1710, 375.1711, 375.1712, 375.1713, 375.1714, 375.1715,
375.1716, 375.1717, 375.1718, and 375.1719, to read as follows:

375.1601. 1. Sections 375.1601 to 375.1609 shall apply to each property and
casualty insurer that uses credit reportsor credit scoresfor:

(1) Underwriting pur poses, including declinationsand placement with aparticular
insurer within a group of affiliated insurers; or

(2) Rate-making purposes, including deter minationsthat result in surcharges or
tier placement within an insurer.

Sections 375.1601 to 375.1609 do not apply to the use of a credit report or credit
score by an insurer in an insurance transaction that is not initiated by a consumer and
consists of afirm offer of insurance.

2. If aninsurer refusesto underwrite after a consumer submits an application in
responseto afirm offer of insurance, therefusal tounderwriteisnot part of atransaction
that isnot initiated by a consumer and issubject to sections 375.1601 to 375.1609 and any
provisions of state law that are applicable to underwriting.

3. Sections 375.1601 to 375.1609 do not apply to a disputeregarding the accur acy
or completeness of information in a credit report.
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375.1602. Asused in sections 375.1601 to 375.1609, the following ter ms mean:

(1) " Affiliated insurer” ,aninsurer that directly or indirectly through oneor more
intermediariescontrols,iscontrolled by, or isunder common control with another insurer;
(2) "Control", hasthe same meaning as defined in section 382.010, RSMo;

(3) " Creditcriterion” , infor mation bearingon aparticular aspect of anindividual's
credit history;

(4) " Credit Report" ,any written, oral, or other communication of any infor mation
by a consumer reporting agency that:

(a) Bearson aconsumer'scredit worthiness, credit standing, or credit capacity; and

(b) I'sused or collected or expected to beused or collected wholly or partly to serve
as a factor in establishing the consumer's dligibility or pricing for personal lines of
property and casualty insurancethat areused primarily for personal, family, or household
pur poses.

Credit report does not include an accident history report, record of motor vehicle
violations, a property lossreport, or claims history report aslong as such reports do not
alsoincludeinformation that bear son a consumer'scredit worthiness, credit standing, or
credit capacity;

(5) "Credit Score", ascorethat isderived by utilizing data from an individual's
creditreport in an algorithm, computer program, model, or other processthat reducesthe
datato a number or rating;

(6) " Director", thedirector of the Missouri department of insurance;

(7) "Firm offer of insurance", an offer of insurance to a consumer that will be
honored if the consumer is determined, based on information in a credit report on the
consumer, to meet the specific criteria used to select the consumer for the offer and may
befurther conditioned on one or mor e of the following:

(@) A determination, based on information in the consumer's application for
insurance, that the consumer meets specific criteria that bears on insurability and were
established before selection of the consumer for the offer and for the purpose of
determining whether to extend insurance pursuant to the offer;

(b) A verification that the consumer continuesto meet the specific criteria used to
select theconsumer for theoffer, by usinginformation in a credit report on the consumer,
information in theconsumer'sapplication for theinsurance, or other infor mation bearing
on theinsurability of the consumer;

(c) A verification of theinformation in the consumer'sapplication for insuranceto
determine that the consumer meets the specific criteria bearing on credit worthiness or
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insur ability; or

(d) Provision by the consumer of any collateral that is a requirement for the
extension of the insurance which requirement was established before selection of the
consumer for theoffer of insuranceand disclosed totheconsumer in theoffer of insurance;

(8) "Tier",acategory withinasingleinsurer intowhich insuredswith similar risk
characteristicsare placed for purposes of determining a premium rate.

375.1603. 1. Aninsurer or an agent of an insurer shall not obtain a credit report
or credit score for an applicant or insured unlessthe insurer or agent obtains a credit
report or credit scorefor each applicant or insured of theinsurer or in accordance with
a written standard for determining when to obtain a credit report or credit score that
meetsthe requirements of subsection 2 of this section.

2. Awritten standard for deter miningwhen toobtain acredit report or credit score
shall:

(1) Prohibit obtainingacreditreport or credit scorebased wholly or partly onrace,
color, creed, sex, religion, national origin, place of residency, blindness, or any other
physical handicap or disability of an applicant or insured;

(2) Prohibit obtaining acredit report or credit scorefor any arbitrary, capricious,
or unfairly discriminatory reason;

(3) Requirethedecision to obtain a credit report or credit scoreto be reasonably
related to theinsurer's economic and business purposes; and

(4) Otherwise comply with theinsurance laws of this state.

3. Ifaninsurer usescredit criteriaor acredit scorefor initial underwritingand has
arenewal underwriting programtoevaluatean insured'seligibility for continued cover age
or continued placement in a tier, theinsurer shall, at the time of renewal underwriting,
obtainacurrent credit report or credit scorefor each insured that issubject totherenewal
underwriting program.

4. At therequest of thedirector, an insurer shall filewith thedirector a copy of its
written standard established pursuant to subsections 1 and 2 of this section.

5. A written standard submitted to the director under subsection 4 of this section
shall betreated asatrade secret and entitled to confidential treatment under this state's
open records law and the regulations promulgated by the director. If the director finds
that awritten standard isnot atradesecret or confidential commer cial infor mation under
itsregulations, theinsurer that submitted thewritten standard may withdraw thewritten
standard. Aninsurer shall not useawritten standard that has been withdrawn.

375.1604. 1. If aninsurer, or an agent on behalf of an insurer, usescredit criteria
or a credit scorewholly or partly asareason to cancel or refuseto renew coverage or to
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refusetounderwriteaparticular insurancerisk or classof risk, thecredit criteriaor credit
scor e shall be established and used in a manner that:

(1) I'snot based wholly or partly on race, color, creed, sex, religion, national origin,
place of residency, blindness, or any other physical handicap or disability of an applicant
or insured,

(2) Isnot arbitrary, capricious, or unfairly discriminatory;

(3) Isreasonably related to the insurer's economic and business purposes; and

(4) Otherwise complieswith theinsurance laws of this state.

2. If an insurer or agent cancels or refuses to renew a policy or refuses to
underwritearisk based wholly or partly on information contained in a credit report or
credit scorethat theinsurer or agent knowsisinaccurate or incomplete, the action of the
insurer or agent isdeemed tobearbitrary, capricious, and unfairly discriminatory and not
reasonably related to theinsurer's economic and business pur poses.

3. If aninsurer usesdirectly or indirectly thenumber of insuranceinquiriesmade
by a consumer as a negative factor in its credit rating or credit scoring formulas, the
resulting rate is deemed to be excessive and unfairly discriminatory.

4. If aninsurer usescredit criteriaor acredit scorewholly or partly asareason to
cancel or refuseto renew coverage or to refuseto underwritea particular insurancerisk
or classof risk, theinsurer, or another person authorized to act on behalf of theinsurer,
shall filewith the director:

(1) The characteristics or factors from a credit report that are used as credit
criteriaor used in determining a credit score;

(2) Inthecaseof credit scoring, thealgorithm, computer program, model, or other
process that is used in determining a credit score along with the underlying support,
including statistical validation, for the development of the algorithm, computer program,
model, or other processthat isused in determining a credit score; and

(3) Any underwriting guidelinesrelating to the use of the credit criteria or credit
scores along with all appropriate supporting material for the use of the underwriting
guidelines.

5. Materialsand documentation submitted tothedirector under subsection 4 of this
section shall betreated asatrade secret and entitled to confidential treatment under this
state's open recordslaws and theregulations promulgated by thedirector. After August
28, 2002, an insurer shall not use an underwriting guideline or an algorithm, computer
program, model, or other process required to be filed under subsection 4 of this section
unlessit has been filed with the director under subsection 4 of this section.

375.1605. 1. Thissection shall only apply to an insurer with morethan onetier.
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2. If aninsurer uses credit criteriaor acredit scoreaspart of theinsurer'srate-
making standards, the credit criteria or credit score shall be established and used in a
manner that does not result in rates that are excessive, inadequate, or unfairly
discriminatory and otherwise complieswith the laws of this state.

3. If an insurer increases a premium based wholly or partly on information
contained in a credit report or credit score that the insurer knows is inaccurate or
incomplete, theresulting rateisdeemed to beexcessiveand unfairly discriminatory. If an
insurer usesdirectly or indirectly thenumber of insuranceinquiriesmade by a consumer
as a negative factor in its credit rating or credit scoring formulas, the resulting rate is
deemed to be excessive and unfairly discriminatory.

4. Aninsurer, or another person authorized by thedirector to act on behalf of the
insurer, that uses as part of itsrating methodology, credit criteria, or a credit score for
determining placement in atier or asarating factor shall filewith thedirector aspart of
theinsurer'sratefiling:

(1) Thecredit criterion or factor associated with thetier rating factor;

(2) Thetier rating factor;

(3) Intheuseof credit scoring, thealgorithm, computer program, model, or other
processthat isused in determining a credit score; and

(4) Theunderlyingsupport, including statistical validation, for thedevelopment of
the standards listed in subdivisions (1) to (3) of this subsection.

5. Materialsand documentation submitted tothedir ector under subsection 4 of this
section shall betreated asa trade secret and entitled to confidential treatment under this
state's open recordslaw and the regulations promulgated by the director. After August
28, 2002, an insurer shall not use an underwriting guideline or an algorithm, computer
program, model, or other processrequired to be filed under subsection 4 of this section
unlessit has been filed with the director under subsection 3 of this section.

375.1606. 1. When an insurer cancels or refusesto renew a policy or binder or
cancels, refusesto renew, or reduces cover age under a policy based wholly or partly on a
credit criterion or credit score, theinsurer shall providetheinsured with:

(1) A sufficiently clear and specific statement of the reasons for the insurer's
decision; and

(2) The information needed to obtain a copy of the insured's credit report as
required by thefederal Fair Credit Reporting Act, 15 U.S.C. Section 1681, et seq.

Theuseof generalized termssuch as" poor credit history", " poor credit rating”, or " poor
credit score" doesnot meet therequirementsof thissubsection. A reason provided in the



H.B. 1821 6

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

~N o ok W

a b w N

~N o ok W

statement of actual reason is sufficiently clear and specific if it identifies the primary
attributesor characteristicsof theinsured'scredit history that led totheinsurer'sdecision.

2. If an insured believes that a cancellation of, refusal to renew, increase in
premium for, or reduction in coverage under a policy or violates any of the provisions of
sections 375.1601 to 375.1609, theinsured may request thedirector toreview theaction of
theinsurer. Inthecaseof acancellation of or refusal torenew apolicy, thepolicy remains
in effect until afindingisissued if, befor etheeffective date of theter mination of thepolicy,
theinsured asksthedirector toreview thecancellation or refusal torenew and thedir ector
begins action to investigate and issue a finding.

3. If an insured believes that a cancellation of, refusal to renew, increase in
premium for, or reduction of coverage under a policy or binder with respect to private
passenger automobile insurance violates any of the provisions of sections 375.1601 to
375.1609, theinsur ed may protest theaction of theinsurer. A timely filed protest staysthe
proposed action of theinsurer pending afinal determination by the director.

4. Theinformation that an insurer or agent isrequired to provide under sections
375.1601t0375.1609isin addition toany other infor mation required tobeprovided by any
other provision of law.

375.1607. 1. When aninsurer, or an agent on behalf of aninsurer, deniesinsurance
to an applicant based wholly or partly on information in a credit report or on a credit
score, theinsurer or agent shall comply with any noticerequirementsof thisstateand the
federal Fair Credit Reporting Act, 15 U.S.C. Section 1681, et seq.

2. If an applicant believes that a denial of insurance violates the provisions of
sections 375.1601 to 375.1609, theinsured may request thedirector toreview thedenial of
insurance.

375.1608. If aninsurer, or an agent on behalf of an insurer, usescredit criteriaor
acredit scorewholly or partly asareason to cancel or refuseto renew coverage, torefuse
tounderwrite, or asabasisfor rating any risksor classesof risk, any insured may request
reevaluation for the purposes of determining entitlement to a more favorable rate as a
result on credit criteria.

375.1609. 1. Thedirector shall establish statistical basesfor thereporting of data
regardingtherelationship between consumer credit ratingsand lossesunder property and
casualty insurance policies.

2. Each insurer employing the use of credit rating or credit scoring in its
underwriting or rating shall annually report to the director, or a statistical agency
designated by thedirector, itsexperiencelossdata and related credit scoredatain such a
manner asthe director shall require. Such reports by insurersto the director shall be
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confidential and not subject to thisstate'sopen recordslaws. Thedirector shall havethe
authority toreview and verify theaccuracy of thedatareported. Thedirector shall make
aggregatereportsof dataacquired hereunder and such reportsshall bemadeavailableto
the public.

375.1701. Sections 375.1701 to 375.1719 shall apply to all insurers issuing or
renewingin thisstateany policy or certificate of insurance asdefined in section 375.1702.
Nothing herein shall be construed to create or imply a private cause of action for a
violation of sections 375.1701 to 375.1719 except that a named insured may appeal the
termination of the named insured's policy pursuant to section 375.1715.

375.1702. Asused in sections375.1701t0 375.1719, thefollowing ter msshall mean:

(1) " Cancellation" or " canceled", thetermination of a policy by an insurer prior
to the expiration date of the policy;

(2) " Concealed or misrepresented amaterial fact or circumstance” , falsification or
omission of amaterial fact that had theinsurer known thetruth it would not haveinsured
therisk, would not have issued the policy, would have charged a higher premium other
than an incidental amount for insuring therisk, or would not have issued a policy in as
large an amount or under the sameterms;

(3) "Director", thedirector of the Missouri department of insurance;

(4) " Improper termination™ , ater mination which violatesany provision of sections
375.1701 to 375.1719 or any regulations promulgated thereunder;

(5) "Insurer", shall have the same meaning as defined in section 375.012, RSMo;

(6) "Lapse", apolicy which expiresby itsown termson the policy expiration date
unlesspremiumsarereceived by theinsurer for succeeding policy periodson or beforethe
policy expiration date;

(7) "Nonpayment of premium", failure of the named insured to dischar ge, when
due, any obligationsin connection with the payment of premium;

(8) "Nonrenewal”, thetermination of apolicy by an insurer at theexpiration date
of the palicy;

(9) "Policy delivered or issued for delivery in thisstate", shall include but not be
limited to all binder sof insurance, whether written or oral, and all applicationsbound for
futureddivery;

(10) " Policy" or "certificate", a contract of insurance, except allocated and
unallocated annuities, life, accident and health, fidelity, suretyship, mortgage guar anty,
boiler and machinery, reinsurance, umbrella if the underlying coverages have been
terminated, ocean marine policies, dealers policies written as inland marine insurance
under the Nationwide Inland Marine Definition and contracts of insurance procured
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pursuant to the excess and surplus lines laws of this state. For purposes of sections
375.1701t0375.1719, policy or certificatedoesnot includecontractsissued toacommer cial
insured having:

(a) Total insured property values of five million dollarsor more;

(b) Total annual grossrevenues of ten million dollarsor more; or

(c) Total annual premiumsin excessof twenty-fivethousand dollarswritten under
asinglepolicy;

(11) " Premium" , the payment that isduefor apolicy and includesaudit premiums
dueontheprecedingpolicy and additional premiumsdueon retrospectively rated policies,
but doesnot include member ship duesor other consideration required to bea member of
an organization in order to bee€ligiblefor the policy;

(12) "Producer", a person who solicits, negotiates, effects, procures, delivers,
renews, continues, or binds policies of insurance to which sections 375.1701 to 375.1719
apply on risksthat reside, islocated, or isperformed in this state;

(13) "Renewal” or "torenew", theissuanceand delivery by an insurer of a policy
for the same or similar coverage superseding at the end of the policy period a policy
previously issued and delivered by the same insurer or the issuance and delivery of a
certificate or notice extending the term of a policy beyond its policy period or term. A
policy shall not be considered renewed if the insurer imposes a substantial increase in
deductibles or a substantial reduction in coverage at renewal;

(14) " Rescission” or "rescinded" , theunilateral action by aninsurer todeclarean
insurance contract void from itsinception asthough it never existed;

(15) " Residual market mechanism”, an arrangement, either expressy authorized
or mandated by law, involving participation by insurersin the equitable apportionment
among them of insurance which may be afforded applicants who are unable to obtain
insurance through the voluntary market;

(16) " Termination" or "terminated”, any practiceor act by an insurer which has
the effect of discontinuing an insurance policy including cancellation, nonrenewal, and
rescission.

375.1703. 1. A policy shall not bedelivered or issued for delivery in thisstateunless
it contains provisions setting out the manner in which the policy may be terminated.

2. Ifapolicy or certificateisused asevidenceof financial responsibility for alicense
or permit, and a statute or regulation requiresthat notice of termination of the policy or
certificatebeprovided to thegover nment agency that issued thelicenseor permit, thetime
period for advancenoticeof thetermination shall bethelonger of thetimeperiod required
by section 375.1707 or thetimeperiod required by thestatuteor regulation that establishes
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thefinancial responsibility requirement.

375.1704. 1. Aninsurer shall not terminate a policy because of theinsured'srace,
color, creed, national origin, ancestry, gender, sexual orientation, or marital status. An
insurer shall not terminate a policy because of the insured's age or disability, or because
of the geographic location or age of theinsured risk, unlessthe action istheresult of the
application of sound underwritingand actuarial principlesrelated toactual or reasonably
anticipated loss experience.

2. An insurer shall not terminate a policy for any other reason that would be
prohibited under theinsurance laws of this state.

375.1705. An insurer shall not terminate all or substantially all of a line of the
insurer's business for the purpose of withdrawing from a market in this state without
notifying the director of the action aswell asthe reasonsfor the action at least one year
beforethe effective date of theter mination of any policy duetothewithdrawal, unlessthe
insurer hasfiled a plan of action for the orderly cessation of theinsurer'sbusinesswithin
ashorter timeperiod and received approval from thedirector.

375.1706. Nothingin sections375.1701to 375.1719 shall limit an insurer'sright to
rescind apolicy if an insured or an applicant for insurance hasintentionally or knowingly
concealed or misrepresented amaterial fact or circumstance concerningtherisk assumed
by theinsurer; except that, apolicy or policy renewal shall not berescinded after thepolicy
hasbeen in effect for one hundred eighty days or one policy period, whichever isgreater.

375.1707. 1. A notice of cancellation shall not be effective unless mailed or
delivered by theinsurer tothefirst named insured'slast known address. Theinformation
contained on the notice of cancellation shall also be mailed, delivered, or electronically
transmitted to the producer of record’'slast known address. Theinsurer shall maintain
proof of mailing of the noticeto thefirst named insured'slast known address.

2. All noticesof cancellation of insuranceshall bemailed or delivered at least thirty
daysprior totheeffectivedateof cancellation duringthefir st sixty daysof coverage. After
the cover age has been effectivefor sixty-onedaysor moreor if the policy isarenewal, all
notices shall be mailed or delivered at least forty-five days prior to the effective date of
cancellation; except that, where cancellation is for one of the reasons permitted in
subsections 2 and 3 of section 375.1708, at least ten days notice of cancellation shall be
given. All noticesshall clearly statethe specific reason or reasonsfor cancellation.

375.1708. 1. After apolicy hasbeen in effect for sixty daysor moreor if the policy
isarenewal, it may becanceled with forty-five daysnoticefor oneor moreof thefollowing
reasons:

(1) Aninsuredviolated any termsor conditionsof thepolicy tothedetriment of the
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insurer;

(2) Therisk originally accepted hasincreased, and if theincreased risk had been
present at the time the policy was originally issued theinsurer would have increased the
premium originally charged, other than an incidental amount, or declined to issue the
policy;

(3) A determination by thedirector that continuation of the policy would threaten
thefinancial solvency of theinsurer;

(4) A determination by thedirector that the continuation of the policy could place
theinsurer in violation of theinsurance laws of this state; or

(5) Thefailuretorepair or rehabilitate an insured property or relevant portion
thereof within a reasonable period of time asrequired in section 375.1709.

2. After a policy has been in effect for sixty days or more or if the policy isa
renewal, it may becanceled with ten days noticefor oneor mor e of thefollowing reasons.

(1) Nonpayment of premium;

(2) The policy was obtained because an insured concealed or misrepresented a
material fact or circumstance;

(3) With regard to a policy of automobile insurance, the driver's license of any
insured or any driver wholiveswith theinsured or who customarily usesa covered vehicle
has been suspended or revoked or is under a suspension or revocation for moving
violations at any time during the twelve-month period immediately preceding the notice
of cancellation; or

(4) Fraud in the submission of a claim.

3. In addition to thereasons stated in subdivisions (1), (2), and (4) of subsection 2
of this section, a property insurance policy or a policy renewal may be canceled with ten
days notice if the insured property is found to have one or more of the following
conditions:

(1) Permanent repairs have not commenced within sixty days after satisfactory
adjustment of aloss, unlessthedelay isbeyond theinsured'scontrol or thefailuretorepair
doesnot increase therisk assumed,;

(2) Buildingsthat have been unoccupied sixty consecutive days or vacant thirty
consecutive days, except buildings that have a seasonal occupancy, buildings that are
actively advertised for rent, or buildings that are undergoing construction, repair, or
reconstruction and are properly secured against unauthorized entry;

(3) Buildingson which, becauseof their physical condition, thereisan outstanding
order to vacate or an outstanding demolition order or that have been declared unsafein
accor dance with applicable law; or
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(4) Therisk originally accepted has increased to the degree that it would have
increased the premium char ged, other than an incidental amount, or affected theinsurer's
decision to issue the policy.

4. Duringthefirst sixty days of a policy, the policy shall not be canceled for the
reason that theinsured has made a valid claim.

375.1709. Notwithstanding the provisions of section 375.1708, after a property
insurance policy covering property that is capable of being repaired or rehabilitated has
beenin effect for sixty-onedaysor more, except in thesituation of a constructivetotal loss,
an insurer shall not give notice of cancellation based on the condition of the property
without allowing the first named insured a reasonable period of time in which to repair
defects in the insured property or relevant portion of the property. The repair or
rehabilitative efforts shall be in compliance with applicable local building codes. The
notice of need for repair or rehabilitation shall be from theinsurer and shall beitemized
and specific with regard to the defect to be repaired and the time period in which to
completetherepairs. Thenoticeshall besent tothefirst named insured at any timeduring
the policy term.

375.1710. 1. A policy may be canceled only on a pro rata basis unless the policy
form providesfor another basis.

2. A producer shall not recommend, suggest, or advise the insured to request
cancellation of any policy if therequest will causethepolicy to be canceled on any manner
other than a pro-ratabasis, unlessthe producer first advisestheinsured in writing of the
additional cost of the cancellation.

375.1711. 1. At least forty-five days beforethe end of the policy term, an insurer
shall mail or deliver tothelast known addressof thefirst named insured arenewal policy
an offer to renew the current policy or a notice of nonrenewal. The information in the
renewal policy, the offer to renew or the notice of nonrenewal shall be mailed, delivered,
or transmitted electronically to the producer of record’s last known address. Proof of
mailingor delivery tothefirst named insured'slast known addressshall bemaintained by
theinsurer. A noticeof nonrenewal shall clearly statethespecificreason or reasonsfor the
nonrenewal. An offer torenew thepolicy shall statetherenewal premium and thedatethe
premium isdue. Therenewal premium shall be based on the known exposure as of the
date of the offer to renew. The premium on the renewal policy may be subsequently
amended to reflect any change in exposure not considered in the offer to renew. If the
renewal premium isnot received by theduedate or the policy expiration date, whichever
islater, the policy lapses.

2. If an insurer failsto comply with the notice requirements of this section, the
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policy shall beextended on the sameter msand conditionsfor another policy term or until
the effective date of similar insurance procured by theinsured, whichever isearlier. The
insurer may make continued cover age contingent upon the payment of premium.

3. Any policy with apolicy period or term of lessthan six monthsor any policy with
no fixed expiration date shall be considered asif written for successive policy periods or
terms of six months for the purpose of any nonrenewal or renewal notice required by
sections 375.1701 to 375.1719.

4. Renewal of a policy does not constitute a waiver or estoppel with respect to
groundsfor cancellation that existed befor e the effective date of the renewal.

5. A written binder of insurance issued for a term of sixty days or less which
containson itsface a specific inception and expiration date and which hasbeen furnished
totheinsured shall not be subject to the nonrenewal requirementsof sections 375.1701 to
375.1719.

6. Aninsurer shall not fail torenew apolicy that hasbeen in effect for at least five
yearsunless:

(1) The nonrenewal is based on at least one of the reasons set forth in section
375.1708; or

(2) A noticeof nonrenewal ismailed or delivered to thelast known address of the
first named insured at least ninety days before the end of the policy term, subject to all
other provisionsin this section.

375.1712. 1. For a communication giving notice of or specifying thereasonsfor a
termination or for any statement madein connection with an attempt to discover or verify
the existence of conditions that would be a reason for a termination under sections
375.1701 to 375.1719, there shall benoliability on the part of and no cause of action shall
arise against:

(1) Aninsurer or itsauthorized representatives, producers, or employees;

(2) A licensed insurance producer or broker; or

(3) A person furnishinginformation to an insurer astoreasonsfor atermination
or declination.

2. Subsection 1 of thissection shall not apply to statementsnot madein good faith.

375.1713. If apolicy iscanceled for areason other than nonpayment of premiums
or isnonrenewed, and similar coverageisavailablethrough aresidual market mechanism
in this state, the insurer shall notify the first-named insured of the insured's possible
eigibility for insurancefromtheresidual market mechanism. Thenoticeshall beincluded
in the notice of cancellation or nonrenewal. If theresidual market mechanism limitsits
oper ationsto a geographic area or areaswithin thisstate, the notice shall not berequired



H.B. 1821 13

w N

© 00 NO Ol WN

WWRNNNNMNNNMNNNNNNRERRERRRERERERPRP P PR
P O OO NNO0OURAWNRPROOWNOUD™WNIERERDO

if therisk isnot located in the geographic area or areas served by the residual market
mechanism.

375.1714. Insurersshall include a statement prominently displayed in bold-face
typeon all notices of termination advising theinsured of theinsured'sright to appeal the
termination to the director.

375.1715. 1. A policy that has been canceled for one or more of the reasons
permitted in subsection 1 of section 375.1708 or nonrenewed may be appealed by the
named insured by givingwritten noticetothedirector at least twenty-fivedaysprior tothe
effective date of the termination. The notice shall clearly state the reason or reasons for
the appeal.

2. A policy that has been canceled for one or more of the reasons permitted in
subsections 2 and 3 of section 375.1708 may be appealed by the named insured by giving
written noticetothedirector prior totheeffectivedateof thecancellation. Thenoticeshall
clearly statethereason or reasonsfor the appeal.

3. If anamed insured timely appealsthe termination of a policy, coverage under
that policy shall remain in effect until the effective date specified in the order entered by
thedirector in the matter pursuant to subsections 5 and 6 of section 375.1715. Coverage
shall only remain in effect so long as the named insured pays the premium due on the
policy.

4. Thedirector may decide not to hold a hearing if the director determines:

(1) Theappeal was not madein good faith;

(2) Thereisnoviolation of sections 375.1701 to 375.1719, even if the facts alleged
by the named insured to support the appeal aretrue; or

(3) Thenotice of termination on itsface doesnot comply with sections 375.1701to
375.1719.

5. If thedirector does not hold a hearing, the director shall issue awritten order
within ten days after receipt of the named insured's appeal that decidesthe matter.

6. If thedirector decidesto hold ahearing, the hearing shall be held within twenty
daysafter receipt of thenamed insured'sappeal. Thedirector shall givethepartiesat least
ten days noticeof thehearing. Within twenty daysafter the conclusion of thehearing, the
director shall issueawritten order that decidesthe matter.

7. When thedirector issuesawritten order that decides an appeal, if the director
finds for the named insured, the director shall order theinsurer to rescind its notice of
termination. If the director finds for the insurer, the director shall order that the
termination be effective:

(1) Twenty daysfrom thedateof theorder, if thepolicy wascanceled for oneof the
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reasons per mitted in subsection 1 of section 375.1708 or nonrenewed; or

(2) Ten daysfrom the date of the order if the policy was canceled for one of the
reasons per mitted in subsections 2 and 3 of section 375.1708.

8. Costsof the hearing may be assessed against thelosing party but the amount to
be assessed shall not exceed fifty dollars.

375.1716. 1. Unlessexpressly otherwiseprovided, anotice of termination required
to be given to a person by sections 375.1701 to 375.1719 may be given by mailing notice,
postageprepaid, addressed tothe per son tobenatified, at theper son'slast known addr ess.

2. Whereproof of mailing of noticetoapersonisrequired, thefollowing constitute
proof of mailing:

(1) A true copy of the notice mailed which may be a physical duplicate of the
original noticereproduced thr ough photocopy, car bon copy, or gener ation from electronic
records,

(2) A declaration made under penalty of attesting to the accuracy of the copy;

(3) A declaration made under penalty of perjury or an affidavit executed by the
person who deposited the noticeinto the mail setting forth the date notice was mailed and
the name and last known address of the person to whom notice was mailed;

(4) A document or list of mailed letter ssettingforth thedate noticewasmailed and
the name and last known addr ess of the per son to whom notice was mailed accompanied
by either a declaration made under penalty of perjury or an affidavit executed by the
per son who deposited the notice into the mail attesting to the accuracy of the document;

(5) A United States Certificate of Mailing, also called U.S. Post Office Form 3817
or 3877, for the notice mailed;

(6) A United StatesPostal Service certified mailing receipt, signed by or on behalf
of the person to whom the notice is addressed; or

(7) An evidence of receipt by or on behalf of the person to whom the notice is
addressed from a reputable mail delivery service.

375.1717. 1. Itisan improper termination practicefor any insurer to commit any
actsin violation of sections 375.1701 to 375.1719 that are:

(1) Committed flagrantly and in conscious disregard of sections 375.1701 to
375.1719 or any rules promulgated under sections 375.1701 to 375.1719; or

(2) Committed with such frequency asto indicate a general business practice to
engagein that type of conduct.

2. If thedirector findsthat an insurer doing businessin thisstateisengagingin any
improper termination practiceasdefined in subsection 1 of thissection and that ahearing
on the matter would bein the public interest, the director shall issue and serve upon the
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insurer a notice of hearing which shall contain a statement of charges, a location for the
hearing, and a hearing date that shall be not lessthan ten daysor morethan twenty days
from the date of the notice.

375.1718. If, after a hearing pursuant to section 375.1717, the director findsthat
theinsurer hasengaged in an improper ter mination practice, thedirector shall reducethe
findingsto writing and shall issue and causeto be served upon the insurer charged with
theviolation, acopy of thefindings, and an order requiringtheinsurer to ceaseand desist
from engaging in the act or practice and the director may, at the director's discretion,
order oneor both of thefollowing:

(1) Payment of a civil penalty of not more than one thousand dollars for each
violation, but not to exceed an aggregate civil penalty of one hundred thousand dollars,
unless the violation was committed flagrantly and in conscious disregard of sections
375.1701 to 375.1719, in which case the civil penalty shall not be more than twenty-five
thousand dollar sfor each violation not to exceed an aggr egatecivil penalty of two hundred
fifty thousand dollars; or

(2) Suspension or revocation of the insurer's license if the insurer knew or
reasonably should have known that it wasin violation of sections 375.1701 to 375.1719.

375.1719. If any provision of sections375.1701t0375.1719, or theapplication of the
provision to any person or circumstances, shall be held invalid, theremainder of sections
375.1701 to 375.1719, and the application of the provision to persons or circumstances
other than those asto which it isheld invalid shall not be affected.



