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A BILL FOR c

An Act providing for the organization and regulation of
nonprofit legal services corporations.
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IQWA:
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F.00 5oLy,

Section 1. Section five hundred fourteen point one (514.1),
Code 1977, is amended to read as follows:

514,11 INSURANCE LAWS EXCLUDED GENERALLY. Any corporation
dereafter organized under the provisions of chapter 504 or
chapter SOUA for the purpose of establishing, maintaining,
and ouwcrating a nonprofit hospital service plan, whereby
nosplital service may be provided by the said corporation or
by a hospital with which it has a contract for such scrvice,

to such of the public who become subscribers to said plan
undex a contract which entitles each subscriber to hospital

servica, or any such corporation organized for the purpose

of establishing, maintzaining, and operating a plan whereby
medical and surgical scrvice may be provided at the expense

c
rporation, by duly licensed nhysicians and surgeons,
tists, podiatrists, osteopathlc physiciaas, or ostcopathic

icians and surgeons, Lo subscribers under contract,

titling cach subscriber to medical and surgical scrvice,

as provided in gald contract or any such corporation organized

for tha purpose of establishing, maintaining, and operating

a nonprofit pharmaceutical scervice plan or coptometric service
n, whereby phermaceutical or optometric service may be

rovided bv the gaid corporation or by a licensed pharmacy

with which it has a contract for such service, to such of

(3

the public who become subscribers +0o said plan under a contract

wnilcn centitles cach subscriber to pharmaccutical or optometiric

service, oOr any such corporation crganized for the purpose

of establisnhing, maintaining, and onpirating a nonprolit iegal

service plan wiereohy logal scervice nay bz nrovided at the

st g s o

exnonse of said c¢orporation by auly licensed attoragcys &

subsuriboys under contract entitling each subscribar to logal

gervice as provided in said contrackt, shall be governed by

rt

the provisions of this chapter and sihall be exempt from all
other nrovisicens of {he insurance laws of this state, unless
spzcifically designated herein, not only in governmental
relations witi the state but for every other purpose, and
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no additions hereafter enacted shall apply to 2o corporations
unless they be expressly designated therein. For L purposes
of this chaptcr, the term "subscriber" shall {rclu oo
person eligible for medical assistance or additional medical
assistance as defined under chapter 249A as hercaf*or amonded
with respect to whom the department of social sexvizes Lus

entercd into a contract with any firm operating under
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chapter 3514,

Sce. 2. Section five hundred fourteen point two (514.2),
Code 1977, 1is anmended to read as follows:

S14. INCORPORATION. Persons desiring to form a nonprofitl
nospital service corporation, or a nonorofit medical service
corporation, or a nonprofit gpharmaceutical or optometric

service corporation, &r a nonprofit legal s¢ i corworation,

shall incorporate er the provisions of ¢! 504 or

ented and amended herein and any

Section five hundred fourteen point five (514.5),
Code 1977, is amended by adding the follewing new unnumbered
paragrapii:

NEW UHNUMBERED PARAGRAPH, Any legal serxvice corporation

organized under the provision f this chapter may enter into
contracts with subscribers to furnisih legal service through
Memborship in a legal service corporation

attormievs licensed to practice in the

fourteen point six (514.6),
follows:

RATIZS--APPROVAL BY COMMISSIONER. Tue rates charged

any such corporation o the subscribers for hospital service

or for modical and surgical service, or for pharmaceutical

or ovitomatric scrvice, ox for legal service, shall at all

times bhe subject to the approval of the comnissioner of
insurance.

-

Sec. 5. Sectlon five hundred fourteen point seven (514.7),
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I Code 1977, 1s amended to read as follows:
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514.7 CONTRACTS——APPROVAL BY COMMISSIONER. The contracts
by any such corporation with the subscribers for nospital
service, or for medical and surgical service, or for

pharmaceutical or optometric service, or for legal service,

shall at all times be subject to the approval of the
commissioner of insurance. The commissioner shall regquire
that participating pharmacies be reimbursed by the
pharmaceutical service corperation at rates or prices equal
to the rates or prices charged nonsubscribers, unless the
commissioner deitexrimines otherwisc to prevent loss to

subscribers.

n

ec. 6. Section five hundred fourteen point eight (314.8),
1977, is amended to read as follows:
53146.8 CONTRACTS WITH HOSPITALS--APPROVAL. The contracts
Dy any such corporation with participating hospitals for
Nospital scrvice, or with participating physicians and

ists, osteopatnic physicians, or
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surgeons, dentists,
osteopathic pihvsicians and surgsons for medical and surgical
service, or with participating pharmaciles for pharmaceutical
Service, Or with participating optometrists for optometric

service, or wiih participating attornevs for legal service,

shall at all times be subject to the approval of the
commissioner of insurance.

Sec, 7. Sectlon five hundred fourteen point eleven
{(514.%1), Code 1977, 1s ancnded to read as follows:

514,11 COST3 APPROVED. All acquisition costs in connection
with the solicitation of subscribers to such hospital service
vlan, or medical service plan, or piarmaccutical or optometric

service plan, or legal service plan, and administraticn costs

including salaries paid its officers, if any, shall at all
times be subject to the approval of the commissioner of
insurance.,

Sec. 8. Section five hundred fourteen point thirteen

{515.13), Code 1977, 1s amended to rcad as follows:




514.13 ARBITRATION OF DISPUTES. Any dispute arising
between a corporation organized under said chapter and any
nospital with which such corporation has a contract for
nospital service, or any physician and surgeon, dentist,
podlatrist, osteopathic physician, or osteopatnic physician
and surgeon with whom any such corporation has a contract

for medical and surgical service, or any pharmacy or
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optometrist with whom any such corporation has a contrac:

9 for pharmaceutical or optometric service, Or any attorney

10 with whom such corpeoration has a contract for legal scrvice,

11 as provided for hereln, may be submitted to the commissionar
12 of insurance Zor his or her decisicn. All decisions and

13 findings of the commissioner of insurance may be judicially

14 reviewed in accordance with the terms of the Iowa

15 administrazive proceduxe Act.

16 Sec. 9. Secticn five hundred fourteen »oint sixteen

17 (514.168), Code 1977, is amended to read as fcllows:

18 514,16 COVERNYINTAL EMPLOYZES INCLUDLD. An cmplovee er

19 empiovaes of tne state, or of any county, city, or ef-any

20 instiiution supported in whoie or in part oy public furis,

21 or any subdivisions thereof, may authorize the deduction from
22 1is or =ners hcr salary or wages of the amount of his or «nrei:
23 her subscription payments to any corporaticn operating a

24 nonprofic hospital service plan, or medical service plan,

25 or pharmaceutical or optometric gervice plan, cor logal service

26 plan, as provided in this chapter. The governing body of
27 the stat

¢, or of the county, city or of any iastitution
28 supporced in whole or in part by public funds, or any

29 subdivisions thereof, may authorize deductions freom the
30 salavices or wages of employees subscribing to such nonprofil
3L hospictal service plan, or medical service plan, or

32 vharmaceutical or optometric service plan, or legal service

33 plan. Tne authorization by an employece or-emmreovees for

34 deductlons {rowm his or <nexs her salaries or wages shall be
n

5 evidenced by a written reguest signed by employee dirccted
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to and filed with the treasurer of the state, county, city,
or eof-any institution supported in whole or in part by public
funds, or any subdivisions thereof, and said treasurer 1is
authorized to draw and deliver checks in favor of tihe hospital

service corporation, or medical servicec corporation, or

pharmaceutical or optometric service corporation, or legal

sexvice corporation, stipulated in such authorization for

the amount covering the sum total of *he deductions authorized.

The foregolng provisions are not to he dezmed an assignment
of salaries or wages.

Sec, 10. Thnis Act shall take effect on January 1, 1978,

EXPLANATION

This bill would authorize the organization of nonprofit
corporations to provide legal services to subscribers. The
legal services would be performed by attorneys licensed in
lowa who would contract with the corporation to provide agreed
upon servicces to subscriberxrs for the compensation, payable
by the corperation, wihlch is agreedé to in the contract between

the corporation and the attorney. Subscribers would pay

subscripiion payments Lo the corporation pursuant o a separate

contract with the corporation.

Thae corporatlion would be organized and subject to the pro-
visions of chapter 514 of the Code,

‘he varicus sections of the bill amend sections of chapter
514 of the Cocde to provide as follows:

Section 1 exempts the corporation from Iewa insurance laws
othey than chapier 514.

Section 2 rogulres incorporation under caaptor 504 or 3047
of the Code.

Saction 3 authorilzes the corporation to cnter into con-
tracts wiith subscribers to furmish legal services through
licensed attorneys. The section also limits membership in
the corporation to attorncys licensed to practice in Iowa.

Section 4 provides that rates charged to subscribers by

¥

e
the corporation shall be subjcect to aporoval by the com-
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missioner of insurance.

Sections 5 and 6 provide that contracts between tihe
corporation and its subscribers, and betweon tihe corpora-
tion and attorneys performing the legal services, respec-
tively, shall be subject to the approval of the commissioner
of insurance.

Scection 7 provides that expenses of the corporation re-
spectlng the acquisition of subscribers and administrative
overinead shall be subject to approval by the commissionerx
of insurance.

Section 8 provides that a dispute between the corpora-
tion and an attorney who has contracted with the corpora-
tion to provide legal services may be submitted to the
commissioner of insurance for resolution.

Section 9 provides that employees of state and local
governments may authorize payroll deductions which woulé be
pald to the corporation as subscription payments.

Tha corxporation, by virtue of section 514.2 as amended,
aiso would be subject to othexr provisions of chapter 514 wnich
provide for approval by the commissioner of insurance of
articles of incorporation, annual reporting to the
commissioner, examination by the commissioner of insurance,
limitations on the investment of corporate funds, limita-
tions on dissolution or merger, and taxation of corporate
property and funds. Sections 314.4, 514.17 and 514.18 would

not apply to a legal service corporation.
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