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A BILL FOR 
1 An Act providing for the organization and regulation of 

2 nonprofit legal services corporations. 

3 BE IT ENACTED BY THE GENERAL ASSEi'-1BLY OF THE STATF. OF IO\'IA: 
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~.:7iend Senate File 326 as follo-..;s: 
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H. F. 

1 Section 1. Section five hundred fourteen point one (514.1), 

2 Code 1977, is amended to read as follows: 

3 511!.1 l);SURA:·lCE L/\1-/S <:XCLUDED GE);ERi\LLY. Any corporation 

4 icrea£tcr orga~ized under the provisions of chapter 504 or 

5 chapccr 504A for the purpose of establishing, ~aintaining, 

6 and O!,)C,!rating a nonprof.tt hospital se.::-vicc plan, whereby 

7 hos?it:.al service may be provided by the said corporation or 

8 by a hospital wi ~h which it has a contract for such service, 

9 to suc:1 of t.~c public w:1o b·2COT7le subscribers to said pla!1 

10 under a C0!1truct \.;:1ic;1 entitles each subscr ibcr to ~10S?i ta 1 

11 serv·.i.cc, or a:1y such corporation organized for the pur-pose 

12 of est~Jlishi~g, rnai~tai.ning, and operating a plan whereby 

13 

14 

::-:cdic.J l 

o:: Sc:J.ic.i 

and st:rgical 

corporation, 

s:.orvice r:tay be provided at the expense 

by duly licc!\sed :)hysicians an::l s·Jrgcons, 

15 dentists, pocliatr.ists, osteopathic p~ysicia~1s, or ostcopat~ic 

16 p!-'.ys ic i ans a!lj surgeons, to subscribers u~der contract, 

17 e~titling cac~1 subsc~iber to ~edical and surgical service, 

18 as :_J.:.::ov.t;:."l.cC. i:: ~;aid. cont~a.ct or- any such coz-:_-:>oration orgar1ize<.l 

19 for th:: ;JL~r-pose oi' establis:ling, mai:1taining, and OiJ~1:"ati;,.g 

20 .:t 110nprofit ~)!1ar::1accutic<Jl service plan or opt:o~etric sc!:'vice 

2l plan, '.Vi1crcby phc.rnaceutical or opt.o::~otric service rr:ay be 

22 IJr.ovidcd by t!1e said corp0ration or by a licc:1sed phar~.1.cy 

2:; \-lit~ \':~i.ch it bas a contru.ct fo!" such service, to S':JCh o: 

24 the p·..1blic who becom'2 subscribers to said plu.~1 u:1der c:. contract 

2 s whic:1 (::1 ti :..:.les each subscr ili0r to pharm:J. ccu t:i.c21l or opto::1c:.r iC 

26 

21 

28 

29 

sarvice, or any such corporation organized for tl:e purpose 

of establis~~~s, mai~ta~~i~u, a~d oncrati,,q a ll0!1lJro~it lacral 
. -----~-·- : ' - ~ 

30 st.::Y.;(:?"'-i.b.<'J::s :J.~i:-~~ co:1truct entitli:1g each s~Bscrib~:- to lcqul 

31 scr·v·ice as p~o-.;id~.d i:! said cor1tract, shall :Oo governed by 

32 the :.orovisio:\s of this chapter and s!1all be excm9t from all 

34 S:_J8ci~_icu.J.ly d{~sic_r11&ted herein, not only in govcr~mcntal 

35 relations wit~l t!1c state but for every other purpose, and 
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S. F. ~ ")I ,/:=-> b H.F. 

• 1 ao aclc1 ~ tions bcreaf tcr enacted shall apply to ·· ·_J(: :1 c~r~ora t ions 

2 unless they be expressly designated therein. !'ur :_;-,.:: pur;;;oscs 

• 

• 

3 of this chapter, the term "subscriber" shall j ;"\Clue: 1 <. 

4 person eligible for rocdicill assistance or addi ::iona1. "'"'dicetl 

5 assistance as defined under chapter 249A as herca::~-::r a..::·.cnded, 

6 witr. rcs;;>ect to whom tile department of soc.i.ul se:::vo ::;,,.., '.-..s 

7 entered into a contract with any firr:t operating u::de":" .::;a._id 

8 chupter 514. 

9 Sec. 2. Section five hundred fourteen point t;w (514.2), 

10 Code 1977, is amended to read as follows: 

11 514. 2 INCORPOR.'\TIO:i. Persor.s desiri~g to for~ a nor.profit 

12 ilos2ital service corpor-ation, or a nonpro:it :-r.edical service 

13 corporatio~, or a nonprofit p~ar~aceutical o~ optometric 

14 service corporation, cr u nonoro:it ."!..eaa.l scrvi(;e cor;J0:~a~io::, 

15 s~all incorporate unde~ the provisions of chapter 504 or 

16 cha.!_)te!." ~'04J;, as supplemented and amended herein and any ac~s 

17 a~cndatory thereof • 

18 Sec. 3 .. Section five hundred fo;.Jrteen point five (514.5), 

19 Code 1977, is ammded by addi:1g the follo·~·i,-,g new un:1u:iliered 

20 pa::agra;;>::: 

21 XCl/~ U~'n-I~>:BERED PA.H.}\G~_;"\P~·I.. Any legal ser'.'ice corporation 

22 organi~ed under ~~c provisio~s of t~is chapter ~ay enter into 

23 C0!1truct:s v.rit.!-1 sc.bscribers to furnish legal service through 

24 licc~scd attu~~oys. Me~b~rship in a legal sGrvicc corporation 

25 shall he limited to atto=;:eys licensed to pr~ctice in the 

26 st~tc of Iowa. 

27 Sec .. 4 .. Section fi•Je hundred fou~teen point six (514.6), 

?.R Code ~977, is an2nci2cl to reud as follo.,.;s: 

29 51 1;. G RIIT:SS--APPI<O\h'.L !3Y CO:·L:·liSSIO:<ER. T!w rates charged 

30 by a11y s~c~ cor~oration to the subscribers for hospital service 

31 or for ~cdical and surgical service, or for pl1a~maceutical 

32 or opto~etric service, o= for legal service, shall a~ all 

33 tirr:cs b~ suOject to t~~ approval of the com:"'.1issio:1er of 

34 ir~.s:.~ru.ncc . 

35 Sec. 5. Section five hundred fourteen point seven (514.7), 
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l Code 19 77, is 01mended to read as follows: 

2 514.7 CONTRi\CTS-APPROVAL BY COM.'-1ISSI0:-1ER. The contracts 

3 by 01ny such corporation v;ith the subscribers for hospital 

4 serviceL or for medical and surgical serviceL or for 

5 r>harmaceutical or optorr.etric service, or fo?:" legal service, 

6 shall at all times be subject to the "P?roval o: the 

7 co&n..."1lissioner of insurance. The corru~.issior.er shall require 

8 that participating phar~acies be reL~bursed by the 

9 phar::~ilceuticaJ.. service co:cpo::-ation at rates or prices equal 

10 to the riltes or ;;>rices charged nonsubscribers, unless the 

11 co:n~is~io:~er dct0Xi:tincs othe~·~·Jisc to ?revent loss to 

12 sui.;sc:-ibcrs. 

13 Sec. 6. Section :ive hundred fourtee:l point eight (514.8), 

14 Code 1977, is amended to read as follows: 

1 5 51{~. 8 C0:~1'Rl\CTS ~-;ITE HOSP I?~\LS --APPROVAL. The CO!'l tracts 

16 by any suci.1 corpo:::-atio:1 •·lit::. pa.rtici;>ati:1g !1ospitals ~or 

17 !1os:Ji~al scrviceL.. O!.'" with pa~ticipating p~ysici~!15 and 

18 surgeo~s, de:y;;;.ists, ?Odiatrists, osteopathic i_)ilysicia:ls, or 

19 os tco?u.~hic p:ly~ ic ia:1s a~d surgeoz:s Eor medical and surg ica:L 

20 s0rvice, or 1..-li t:-t particir>atir:g p.'1armac ie s for p;-:.armaceu tical 

21 scrvic0, or \·lith participating opto:7tct.rists for opto:~etr ic 

22 service, or V!i t.h pa;:-tici~ating c. ttorne•;s ::or legal .service, 

23 Shull at all tim0s be subject to ~he approval of the 

24 commissioner of insurance. 

25 Sec. 7. Section :ivc hundred fourteen i)Oint eleven 

26 (514.11), Code 1977, is a-ncndcd to read as follows: 

514.11 COS':'S ,',i'Pl~OVED. All ucquisition costs in conncctio:-t 

28 \·Jith the solicitat.ion of subscriliers to such ~1ospita.l service 
2 9 plan_,_ or :nedical service ?lan.!.. or pl1arr:~accutical o::- optometri(: 

J() scrvic~ pla:l, or legal service pl.::..n, a:1d ad.:nini5tration costs 

31 incl.uding salaries ?aid its officers, if any, shall at all 

32 ti~es be subject to the approval of the co~~issioner of 

33- insurance. 
34 Sec. S. Section five hundred fou:::-teen poi:~t tl:irtP.cn 

35 (51<:; .. 13), Code 1977, is u.mcnded to read as foll~..-.'s: 
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1 514.13 1\RBITRATIOi' OF DISPUTES. Any dispute arising 

2 between a corporation organized under said chai)ter and any 

3 hospital wit!l which such cor!?oration has a contract for 

4 hospital serv~ce, or any physician and surgeon, dentist, 

5 podiat~ist, osteopat..'lic physician, or osteopathic physician 

6 and surgeon with \vho:n any such corporation has a contract 

7 for medical anc s'..lrgical service!.. or any pharnacy or 

8 optometrist wit.'1 whom any such corporation has a contrac:: 

9 for p~u.rr.1aceutical or opto::tetric serv1ce, or anv attorney 

10 v;ith ;.;ho=:! sue~ corporation has a co:1tract for legal scrvj.ce, 

11 as ?r"OViG.cd :or h~rei n, nay ba submitted to the commiss .ioncr 

12 of i11surance for his or her decision. All decisio~s and 

13 findings of the co~"issioner of insurance may be judicially 

14 re~.:ic· . .:~c. ir. accorcla!"lce \·J'i th the terns of the Iowa 

15 admi:1istracivc procedure Act. 

16 Sec. 9. Section five hu:1d:::-ed follrtee!l point sixteen 

17 (51!<.16), CoJe 1977, is =•ended to read as follm.;s: 

18 

19 efflt'±oyee!3 of the state, or of any cour1ty, city..!.. or e-£-a~~ 

20 i~s~it~tio:1 s~pportcd in whole or in par~ by public fu~js, 

21 or ~~y s~bdivis~ons t~e~eof, may authorize ti1e dcductio~ fro~) 

22 ~lis or ~~e~~ !1cr salary or wages of the a~ount of l1is or ~~~±~ 

7. 3 h8.!:" su~.::;cr:Lptio:-1 p2y:ncnts to .:tny corporc.tior:. opGrati:tg a 

24 no:1p~ofit. 11ospital service plan.L or :-:~edical service plan.!-

25 or ?:'1a::-~.Jce~:.:ical or opto:~etric service pla:-.t, or lcqal scYv.ice 

26 i~ this chatJtC r. The governing body of 

27 the state, or of t~e county, ci::y or of a:1y i:1stitution 

28 $U:)t>Or'..:3d ir~ v/holc or in part by i,)Ublic fLlnds, or a.!l.y 

2 9 subdi.\·.!.sio:~s t.~'3reof, rr:ay .:tut~·lorizc deductions from the 

30 sala~~cs or w~gcs of employees subscribing to s'..lch nonprofit 

3J. hospi::c::tl service: plan.!- or mcJical service plan.L or 

32 pl~armaccutical or optometric service pla11, or lcyal service 

33 ;:>liln. 

34 i8J~tctior:s ~ro:n his or t~e~~ her salaries or wages shall be 

35 ev.i.Jc;:.ccd by il w~i tte;-, request sig:~ed by the employee directed 
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1 to and filed with the treasurer of the state, county, city~ 

2 or o~-any institution supported in whole or in part by public 

3 funds, or any subdivisions thereof, and said treasurer is 

4 authorized to dra'" and deliver checks in favor of tl1e hospi till 

5 service corporation~ or medicill service corporation~ or 

6 phan7.aceutical or optometric service corporation, or lecal 

7 service cornoration, stipulated in such authorization for 

8 the amount covering the s~~ total of the deductions authorized. 

9 T:te foregoir.g provisior:s are not to be deemed an a.ssignmc:-1t 

10 of salaries or wages. 

-11 Sec. 10. This Act shall take effect on January 1, 1978. 

12 EXP L.A.:,A'i'I 0:-1 

13 Ti1is bill would authorize t!-!c organization of nonprofit 

14 cor;:>orutions to provide legal services to subscribers. The 

15 legal services 'dould be perfor:ned by a ttor:1eys lice11sed in 

16 Io· .. .;:a ·who ..,.,auld C0!1t~act ~vit.h the corporc:ttion to pr-ovide agreed 

17 upon services to subscribers for the cor.~pe:1sat.i.on, pilyable 

18 by the corporatiorl, which is agreed to in the cont~act between 

19 the cor2oration and the attorney. Subscribers would pay 

20 s~bscri~tion pay~cnts ~o the corporation p~rsuant to a separate 

21 C0!1tra.ct . ....,it:1 the co:rporation. 

22 Th2 corporation \·iOi.ll.cl be orgar.ized and subject to the pro-

23 visions of chapter 514 of the Code. 

24 The various sectio:1s of the bill a:nend sections of chapter 

25 514 of the Code to provide as follO\vS: 

26 Sectio:-t 1 ext;;:,rts t~10 corporation from Icv;a insurance la·...:s 

27 other than chapter 514. 

28 Section 2 requires incorporation under ci1aptcr 504 or 504n 

29 of the Code, 

30 Section 3 authorizes the corporation to enter into con-

31 tracts 'ditil subscribers to furnish legal services through 

32 licensed a ttor!1eys. The section also li:ni ts r.1ernbership in 

33 the corporation to attorneys lice:1sed to practice in Io.-...'a .. 

3!! Section 4 pro'.,·ides t:hat r<J.tc~ churged to subscribers Dy 

3'i the corporation s:•all Lc subject to app:::-oval by the com-
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1 m1ss1oner of insurance. 

2 Sections 5 and 6 provide that contracts between ti1e 

3 corporu tion and its subscribers, and bet we em t:lC corporu-

4 tion and uttorneys performing the legal services, respec-

5 tively, shall be subject to the approval of the conrniss1oner 

6 of i:1surance. 

7 Section 7 provides that expenses of the cor:x:>ration re-

8 specti:1g tile acquisition of subscribers and administrative 

9 overhead shall be subject to approval by the com,-nissioner 

10 

11 

12 

1 3 

f' . o_ 1nsurance. 

Section 8 provides that a dispute between t!'lc corpora­

tion und an attorney who has contracted wi~~ the corpcra­

tion to provide legal services may be submitted to the 

14 commissioner of insurance for resolution. 

15 Section 9 provides that employees of state and local 

16 governments may authorize payroll deductions which would be 

17 paid to the corporation as subscription payments . 

18 Ti1e corporation, by virtue of section 514.2 as amended, 

19 also would be suoject to other provisions of chapter 51 Ll w;-,ici• 

20 provide for approval by the conmissioner of insurance of 

21 articles of incorporation, annual reporting to the 

2 2 commissioner, examination by the commissioner of insura~ce, 

23 limitations on the investment of corporate funds, limita-

24 tions on dissolution or merger, and taxation of corpcrate 

25 property and funds. Sections 314.4, 514.17 and 514.18 would 

26 not apply to a legal service corporation. 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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