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A BILL FOR

An Act relating to insurance, requiring coverage under group
policies of accideat and health insurarnce, group hospital or
medical and surgizal sevvice contracts. aad health maintenance

organization health carz services plans, and requiring the

1
2
3
4
5 offering of coverazge under individual policies of accident and

6 health insurance, for the treatment of chemical dependency and
.7 mental disorders on substantially the same basis as other

8 physical health care coverages, with certain limitations.
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Section 1. NEW SECTION. S14C.3 DEFINITIONS.

As used in this chapter. unless the context otherwise
requires:

1. "Chemical dependency" means chemical dependency as
defined in section 125.2, subsection 1.

2. "Freestanding or residential facility"” means an
inpatient facility in a nonhospital setting which provides
twenty-four-hour-per-day supervision and support for the
treatment and rehabillitation of a person with a chemical
dependency.

3. "Halfway house” means a facility which provides
structured peer group living in a supervised setting, with
follow-up, individual or group counseling aimed at
reintegrating a person with a chemical dependency into the
person's nome, job, and community.

4., "Mental disorder" means a mental disorder identified as
such 1n the latest aditicn or revision of the diagnostic angd
statistical manual of the American psychiatric association or
cf the clinical modification portion of the international
classificaticn of diseases.

5. "Menta: health service provider"” means a physician li-
censed under chapter 148 or 1530A who meets the standards for
psychiatrists or neurclogists of the American board of
psychiatry and neurology; a psychologist licensed and certi-
£ied under section 154B.7; a community mental health center
accredited pursuant to section 225C.6, subsection 1, paragraph

c": a facility meeting the standards required by section

[H

225C.6, subsection }, paragraph "e" for the maintenance and
B

cperation of public or private facilities offering services o
mentally i1l persons; a hospital licensed under chapter 135B
or a children's residential treatment facility licensed
pursuant to section 237.4 wnich mee%s the accreditation
requirements of the joint commission on the accreditaticn of
hospitals; a nurse licenced as a registered nurse under

chapter 152 who meets the standards of a clinical specialist
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154C wne meebs the stande:

clinical scclal workers: o
O

professional under a law of
division of mentg: health, mer
developmental digabilities of t : Uma services
&S a mental hsalth prolessiona 1221fied te provi aenta.
nealth services

6. "Mental health servic:3" means cutpatient care «nd
treatment, intermediate care and partlal osplcalization
services, inpetien. services. idential _ovices, oomununily
SUpPDOrt services, emeileilcy; sServices, A evaluarion ssrvises,
sr comparable serv.aes, and related inpatient are rasidential
reco and board c¢osts, as delineated in the annual stato mental

nealth plan prepared pursuant to section 2780.4. subsection L,

" "

paragraph "a", or cowprenensive residentia: treatment serviceas

for chilidren, and reiated resiaential room and bocara ¢osts, as

.

de:ineated in rules adopted pursuant to secnion Z37.3.

7. "Outpal:ient care and treazment” means diagnostic and

e

other treatment provided to & persen with chemical depen-
O

dency on an individual or grour basis, on a scneduled or a
nonscnheduled basis, In a setting which is not inpatient or
>sidential in nature, including but not lim:i:ted tc folicw-up

*herapy to persons whe have :ieoft more struc.u

~

¢d settings, and
entry level treatment nad irlervention for perscns whcese
chysical, psychecleglical, social, cr veccational status allows
them to function in their usual environments.

8. "Partial day care and treatment” means ambulrtory
treatment services provided during the day or evening, <¢a an
organized, formal, and regularly scheduied basis, consisting

of at least four hours cof structured treatment per day for at

re2ast four days sach week.
c. Jregiarnc plan means a olar o Lootmiaco L% LLmEsool
sonte o rol . » o EnE T z e =Ll
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chemical dependency or mental disorders, which is approved for

chemicai: dependency treatment by a physicien cr othe:r legally
qualified health care practiticner or for treatment f£or mental
discorders by a mental health service provider, and which
specifies the services and programs for the care and treatment
of the person.

Sec. 2, NEW SECTION. 514C.4 MANDATORY BENEFITS FOR

CHEMICAL DEPENDENCY.

Except as provided in section 514C.8, benefits for the
necessary care and treatment of chemical dependency shall not
be less favorable than for physical illness generally, shail
pe subject te the same deductibles and coinsurance,; and shall
be payaple to faciiitles as defined 1n section 125.2,
subsection 2, and to similar facilities accredited by the
joint commission on the accreditation of hospitals or by the
American osteopathic association, which prcvide the necessary
care and treatment pursuant Lo @ written treatment plan.
8enefits shall be payable for inpatient care and treatment, .
including 1npatient care or treatment in freestanding or
residentlal facilities, cutpatient care and treatment, partial
day care and treatment, and care and treatment provided in
halfway houses.
All providers and programs of necessary care and treatment
of chemical dependency covered by benefics subiect to this
section shall pericodically be subjected to a utilization
review of the appropriateness of levels of treatment,
admissions, and lengths of stays. The review may be conducted
by the third-party payer, a peer review organization, the Iowa
foundation for medical care, or a similar review srganization.
The reviewer shalil utilize standardized and widely accepted
review criteria.
Sec. 3. NE¥W SECTICON. 514C.5 MANDATORY BENEFITS FOR
MENTAL DISORDERS.

Beneflits for the necessary care and tresatment of mental .

discrders shall cover the mental health services which are
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medically or wsycheclagically nec
tc restcre a person's capacity for s=o
functioning, and which are orovid
treatment plan. Zxcept &s o 4
benefits shall not be less favorable than Zor phhsica’ 1lares
generally and shall be sunject to the sams deduciinies and

coinsurance. Hcocwever, benefiis may be limited £¢ mental

nealth s<¢rvices provided by .ental health providears,

Al: prov:iders and programs of necessary carz :nd rreatment
of mentai: disorcders covered Ly benefits subjech CilLS
section shail perindically ke subjected to a ubt.  zation

view of the appropriateness cf levels of ureau.ant
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hs 2! stays. The reviosw may be conducted
Ly the third-party pover, & geer roview organization, the Iowa
foundation for medical care, or a similar review organization.
The reviewer shall utilize standardizeg anc widely acoepted
reviaw criteria.

Sec. 4. WEW SECTION. 514C.6 MODEL FPOR UTILIZATION REVIEW
OF MENTAL EZALTH SERVICES.

The state department of healtn, with the technical advice
cf the divisicr of insurance of the department of commerce,
and the division of mental hezlich, mental retardailon, and
developmental disabilities of the departmen: of human
services, and witil the consustation of affecied woilizaticon
reviewers, shall adopt rules pursuant Lo chavter 173
estabiishing a modcl set of criteria for the util:izacion of
mental health services, with cross referenies tu The mental
disorders which are appropriataly treated ov the mr.:tal health
services.

Sec. 5. NEW SECTION. 514C.7 COTILIZATION CONTROL.

This chapter dces not prohibit or disceourage insurers,
nonprofit service corporations, and health maintenance
organizations from providing payments of berefits or providing
care and treatmen. under capitated payment sysiemns, unde

2ro0spegLive UoUTmdursement rate svstems, uncio i iannon
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control systems, under 1ncentive systems f£or the ugse of least
restrictive and least costly levels of care, under preferred
provider contracts limiting chelice of specific provider, or
under other systems designed to contain costs without
sacrificing care or treatment outcome. Restrictions on
eligible providers may be made con the basis of cost
effectiveness and cutcome of care, but restrictiong based
solely on type or class of provider are prohibilted.

Sec. 6. Sectiocn 509.3, Code 1987, is amended by adding the
following new subsections:

NEW SUBSECTICN. 8., A provision which providesg the

policyholder with benefits for the necessary care and
treatment cf chemical dependency as provided in section
514C. 4.

NEW SUBSECTION. ¢. A provision which provides the

poricyholder with benefits for the necessary care and
treatment of mental disorders as provided in section 514C.5.

Sec. 7. Section 514.7, Code 1987, 1s amended by adding the
following new unnumbered paragraphs:

NEW UNNUMBERED PARAGRAPE. Group contracts with subscribers

for hospiltal or medical and surgical service shall contain in
sugstance a provisicn which provides tne subscribers with
benefits for the necessary care and treatment ¢f chemical
dependency as provided 1in section 514C.4,

NEW UNNUMBERED PARAGRAPH. Group contracts with subscribers

for hospital or medical and surgical service shall contain in

substance a provision which provides the subscribers with
benefits for the necessary care and creatment of mental
disorders as provided in section 514C.5.

Sec. 8. NEW SECTION. 5I<¢A.13 MANDATORY QOFFER OF CHEMICAL
DEPENDENCY COVERAGE.

An individual policy of accideni and health insurance
regulated under this chapter shall contain in substance a
provision which offers and makes avaiiable to the poclicyholder

benefits for the necessary care and treatmert of chemica:i




dependency as provided in section 514C.4.

Sec. 2. NEW SECTION. 514A.14 HMANDATORY CFFER OF MENTAL
DISORDERS COVERAGE.

An individual policy of accident and health insurance
regulated under this chapter shall contain in substance sa
provision which offers and makes available to the pelicyholder
benefits for the necessary care and treatment of mental
disorders as provided in saction 514C.S.

Sec. 10. Section 514B.5, Code 1987, is amended by adding
the following new subsections after subsection 3 and
renumbering the subsequent subsections:

NEW SUBSECTION. 4. The health maintenance organization

provides necessary care and treatment of chemical dependency
as provided in section 514C.4.
NEW SUBSECTION. 5. The health maintenance organization

provides necessary care and treatment of mental disorders as
provided in section 514C.5.

Sec. 1ll. This Act applies to individual and group
policies, contracts, and evidences of coverage delivered or
issued for delivery after the effective date of this Act, and
to existing group policies, contracts, and evidences of
coverage on their next arniversary cr renewal date cr upon the
expiration of an appiicable collective bargaining contract, if
any, whichever is the later.

This Act takes effect March 15, 1988. However, effective
July 1, 1987, group policies of accident and health insurance,
group hospital or medical and surgical service contracts, and
health maintenance organization health care services plans
shall offer and make available to policyholders, subscribers,
and enrollees benefits for the necessary care and treatment of
chemical dependency as provided in section 514C.4 and of
mental disorders as provided in section 514C.5.

Sec. 12. COMPREHENSIVE STUDY. The legisiative council

shall establish an interim study committee to conduct a

comprehensive study of public and private third-party cover-
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ages of treatment services for chemical dependency and mental
disorders, including the study of appropriate utilization
review systems to assure that utreatment services are being
provided in the most effective and efficient manner. The
study committee shall be composed of legislators, public and
private providers of treatmert services for chemical
dependency or mental disorders, consumers of treatment
services for chemical decendency or mental discorders, and
representatives of cther interested public ¢r private
organizations. The legislative council may conduct the study
with the assistance of independent consultants and may accept
financial or staff support for the study from any public or
private source. The commissioner of insurance shall establish
estimates based on actuarial data of the costs of :implementing
this Act, including tne Act's effects on premium and
participation costs after taking into consideration the
experience c¢f other states. The stucdy committee shall
transmit a preliminary report of its findings and
recommendations, accompanied by any recommended legisiative
biil crafts, to the legislative ccuncil by December 1, 1987,
and shall transmit its final report to the legislative counc:il
and the general assembly by January 1, 1988.

EXPLANATION

This bill reguires that group pclicies of accident and
health insurance, hospital or medical and surgical service
contracts, and healtih maiatenrance organizations provide cover-
age, and requires individual policies of accident and health
insurance to offer coverage, for the treatmernt of chemical
dependency and mental disorders, on substantiaily tne same
basis as other physical heaith care coverages.

The coverage for chemical dependency must apply to facili-
ties licensed by the department of substance abuse, hospitals,
and the state mental health institutes, and similar facilitlies
accredited by the joint commission on the accreditaticn of

hospiltals or the American osteopathic association; however,
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the coverage may be limited te specifled doilar amounts, sub-
ject to adjustment by the comzissioner of insurance, on annual
outpatient, partial dav, haifway house, and inpatient
coverages. Utilization review is required.

The coverage for mentai: disorders must cover mental health
services, as defined, and may be limited to specified numbers
of services provided by mental health service providers, as
defined. Utilization review is regquired, with the department
of health mandated to adopt model utilization review criteria
for mental health services.

The bill contains a provision determining applicability to
policies, contracts, and evidences of coverage currently in

force cr to be 1n force in the future.




