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An 

BE 

Approved 

A BilL FOR 

Act relating to insurance, requiring cogerage under group 

policies of accids~t and health insuranL~, gioup hospital or 

medical and surgi~al se~vice contracts. a~d health maintenance 

organization health care services plans, and requiring the 

offering of coverage under individual policies of accident and 

health insurancp, for the treatment of chemical dependency and 

mental disorders on substantially the sam~ basis as other 

physical health care coverages, with certain Ilmitations. 

IT ENACTED BY THE }ENERAL ASSEMBTJY OF THE STATE OF IOWA: 



5.F. H.f' . 

1 Section 1. NEW SECTION. 514C.3 DEFINITIONS. 

2 As used in this chapter, unless the context otherwise 

3 requires: 

4 1. "Chemical dependency" means chemIcal dependency as 

5 defined in section 125.2, subsection 1. 

6 2. "Freestanding or residential facility" means an 

7 inpatient facility in a nonhospital se:ting which provides 

8 twenty-four-hour-per-day supervision and support for t~e 

9 treatment and rehabilitation of a person with a chemical 

10 dependency. 

11 3. "Halfway house" means a facility which provides 

12 structured peer group living in a supervised setting, with 

13 follow-up, individllal or group counseling aimed at 

14 reintegrating a person with a chemical dependency inLo the 

15 person's home, job, and community. 

16 4. "Mental disorder" means a mental disorder identified as 

17 such in the latest editIon or revision of the diagnostic and 

i.8 statistical manual of the American psychiatric associa:ion or 

19 of the clinical modification portion of the international 

20 classification ot d:seases. 

2~ 5. "~enta; health servi.ce provider" means a physician 1i-

22 censed under chapte~ :48 or 150A who meets the standards for 

23 psychiatrists or neurologists of the American board of 

24 psychiatry and ~eurology; a psychologist l:censed and certi-

25 fied under section l54B.7; a community mental health center 

26 accredited pursuant to section 225C.6, subsection 1, paragraph 

27 "c"; a facility meecing the standards required by section 

28 2?5C.6, subsection 1, paragraph "e" for the mainte~ance and 

29 operation of Pllblic or private ~acllities oE~e~ing services to 

30 mp~tally ill persons; a hospital licensed under chapter 135B 

31 or a children's residential treatment facility licensed 

32 pursuant to section 237.4 which meets the accreditation 

33 requirements of the joint commission on the accreditatio~ of 

34 hospitals; a nurse licensed as a registered nurse under 

35 chapter 152 who meets the standards of a clinical specialist 

-1-



C' =' . J. , 
/,/..., .: 
f"..t1'·~"";1 :0.:-: • -- .,' ~~,~-

1 in adult psychiatric and 1;,0;,:::11. heal :':--' ;:urs~r:-::: .'~ f­>..J .... 

2 nurses assoc.iaclon; a ~oc:.::; '..vcrker. j j.ce:1scc· ~ir~'.·e; C:l,::pter 

3 154C who meets the sta:1ddrds of the ~alio~ci; ;-e·;lster of 

4 clir;ical socia:!. wo!:kers~ or a:: il'dividua~ l::...:!~sr:.-d as a 

5 professional under a law of ~~is stare and c2~ti:;ed by the 

6 division of menta~ r.ealtl":, rr:2ntal. re'-.-araat':"oi., ~I!d 

7 developmental disabi.:ities of :':he d€:?2.:tmEnt of hum.::.:: services 

8 65 a ~ental health pr0fessianal qua!iElcd tc: p~Qvj,de .Je!)(a~ 

9 ~ealtn services. 

10 6. "~ental health servic:~" means outpatient care ~~rld 

1:> services, inp?ti8~_ services. : ~ .... ,-' , reS.J..oe .... ld.J.. 

:,~ 8r compa~ab12 se[v:~;es, and :e:ated il,patie~t a~': :~sidential 

l~ roo~ and board costs, as delir.eated i~ thr ar.nual stat~~ ~ent21 

16 health plan prepared pursuallt to section 2·)5~.~. sl;~s~ctio!l 1, 

l-i Pd!:dgraph lIa
P

, o~ COi;'i)::,e:~er:sive residentia:. t['eat!lie~,!:", sE:rvi(:~s 

lb for children, and reiat~d residential room and boarn casts, as 

19 deliIleated in rules Adopted pUrStla~~ to sec~~~~1 237.3. 

20 7 . "OutpaLi?nt cere and tre.::::nent ll r:1ear.s diaq:1ostic a1'-.d 

21 ocher treatme~t provided to a ppcson with ~ chemical dppen-

22 dency on an jndivid~~l or srou~) bas~s, on a 3~tlP(~uled or a 

23 ncnscheduled basis; ::1 a set:-ing which is flat inpat~e~t or 

~(! :'esidential in nature, inclttding but not lim:::ed to Eol,lew-up 

25 ~terapy to persons whc have ieft more st[uc,~lred settings, a~~ 

76 entry level treatment 

27 physical, psychclogic"al, social, or vccati0~~1 status allows 

28 them to function i:1 :hei r \.,;5::al envi ::onment!,~. 

29 e. !'Partial day care and treat~er~t'l ~ea:1S "~~bul:~tory 

30 trectment services provided during the day or evening, en an 

31 organized, formal, and regularly scheduled hasis, consis~ing 

32 0: at least fou~ hours of structured treatment per day for at 

33 ~edSt four days each wep~. 

... ~,:-" C ': 
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1 chemical dependency or mental disorders, which is approved for 

7 chemical dependency treatment by a physician C[ othe: legally 

3 qualified health care practiticner o~ for trca=ment for mental 

4 disorders by a mental health service providec, and which 

5 specifies the services and programs for the care and treatment 

6 of the person. 

7 Sec. 2. NEW SECTION. 514C.4 MANDATORY 3EN2f'ITS FOR 

8 CHEMICAL DEPENDENCY. 

9 Except as provided in section 514C.8, benefits Eor the 

10 ~ecessary care and t,eatment of chemical dependency shall not 

11 be less favorable than Eor physical illness gene[ally, shall 

12 be subjec~ to the same deductibles and COlnsurance, and shall 

13 be payable [0 facilitles as defined in section 125.2, 

14 subsection 2, and to similar facilitles accredited by the 

IS joint commission o~ the accreditation of hospitals or by the 

l6 Arner ican osteopa:::hic association, which pro·nde the necessary 

17 care and treatment pursuant to a written trecicment plan. 

~8 Benefits shall be payab:e for inpdtcent care 2nd treatment, 

:9 ~ncluding inpatient care or trea:me~t in freestanding or 

20 residential facilities, outpatient care and treatment, part~al 

2: d~y care and treatment, a~d care and treatme~t provided in 

22 halfway houses. 

23 All providers and programs of ~ecessary care and treatment 

24 of chemical dependency covered by benef~:s sub~ect to thiS 

25 section shall periodically be sub]ecced to d utilization 

26 review of the appropriateness of levels of treatment, 

77 admissions, and lengths of stays. ~he rev.ew may be conducted 

28 by the third"party payer, a peer review orgdllization, the Iowa 

29 fo~ndation for medica! care, or a simila~ review organizatio!l. 

10 The reviewer shall utilize standard~zed and widely accepted 

31 review criteria. 

12 Sec. 3. NEW SECTION. 514C. '; YlANDATORY BEl-<EFITS FOR 

33 "'ENTAL DISOR[)ERS. 

34 Be!lef~ts for the necessary care and treat~e~t of mental 

3S disorders shal: cover t~e rner.ta~ hea:th services which are 
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.1. medically or ~)sycr.olcgicaJly neC2ssar.y or \/':ic~~ ;".2 ~ece:~':;Zlr·i 

2 to restcre a person's capacity far s~cial at jir'lOS;~21 

3 ftlnctioning, and ~hlCh are provided p:;rsuanc to a wri~ten 

4 treat~ent plan. Except as 9rovided in 3ection ~:~C.8: 

5 benefits shall not be less favo~able than ~or pl-~sica~ ~J l~r·~·s 

6 generally and shall be subject to the same ded~c:ible5 and 

7 COlnsu~ance. Hcweve:, be~efi~s nay ~e limited to me~tal 

8 health scevices provided by .;2ntal health prov:d?[s. 

3 Al~ providers and progr3m~ of necessary care 2~d ~reatntcnt 

~o of mentai disorders covere~ ~y b~nefits sub~ect .: \1.:.. S 

II ~ecti()n sha:l pericdical1.y ~.f= subjected to a ~t. .zat.i..:".:-I 

12 review of the appr~pr i.a1:enes:c of levc,s of .: ~ea: .. , .cnt 

11 2dmissions, an~ l.e~gths ot~ stays. 7he revi2w m~y be c2~~~cted 

14 ~j the third-p2rty payer, a ~eer review orqan:z~ti()n, thp Iowa 

15 fou:1dation for lliedical. care, or a similar :eview organizatiof!. 

16 ~h2 reviewer shall u~llize standardized an~ widely ac(.~pte(~ 

l~ (ev~ew criteria. 

Sec. 4. ~EW SECTION. 514C.6 MODEL FOR UTIL,,:ATION REVIEW 

19 OF ~ENTAL HEA~TH SERVICES. 

20 The state department of ~ealth. with the technical advice 

21 ,,[ the d:'visic .. 0: insurance of t~2 departr.;en: of commerce, 

22 and the divi!;ion of ~ental he~:~h, mental retardation, and 

23 developmental disabilities of the departMen~ of hu~an 

24 serv~ces, and wil:h the consu:tation of affec~ed ~.~llizaticn 

75 reviewers, shal: adopt rules pursuant to chanter IJA 

;~ estabiishing a mod:::l set of criteria for t:le utIlization of 

27 mental health services, with cross referen~:es t~) ~he ~ental 

~8 disorders whic~ are appropriate!y treated cy ti,e ~'.ita1 ~eaith 

29 services. 

30 Sec. 5. NEW SECTION. 514C.7 cor:::, I ZA'l' ION CONTROL. 

31 This chapter does not prohibit or disco~rage insurers, 

32 nonprofit service corporations, and health maintenance 

33 organizations fcnm providing payments of benefits or providing 

34 care 2~d treatrne:1~ under capitated pay~ent sysse~s, u~der 
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1 control systems, under Lncentive systems for the ~se of least 

2 reAtrictive and least costly levels of care, under preferred 

3 provider contracts limi~ing choice of specific provider, or 

4 under other systems designed to contain costs without 

5 sacrificing care or treatment outcome. Restrictions on 

6 eligible providers may be made on the basis of cost 

7 effectiveness and ol;tcome of care. but restrictlons based 

8 solely on type or class of provider are prohibited. 

9 Sec. 6. Section 509.3, Code 1987, is amended hy adding the 

10 following new subsections: 

11 NEW SUBSECTION. 8. A provision which provides the 

~2 policyholder with benefits for the necessary care and 

13 treatment cf chemical dependency as provided in section 

14 514C.4. 

IS NEW SUBSECT!ON. 9. A provlsIon which provides the 

l6 po~icyholdEr with benefits for the necessary care and 

17 t.reatment of mental disorders as provided in se~tlon 514C.5 . 

18 Sec. 7. Section 514.7, Code 1987, is amended by adding the 

19 following new unnCimoe:ed paragraphs: 

20 NEW UNNU~BERED PARAGRAPH. Group contracts with subscribers 

21 for hospital or medical and surglcal service s~al~ contain :n 

22 511bslance a provlsLon whLch provides the s~bscribe[s with 

23 benefits for the necessary care and treatment of chemical 

24 depelldency as provided in sectioll 514C.4. 

25 NE\~ UNt:lUMBERED PARI}.GRAPE. Group conUacts wi th subscr ibers 

26 for hospital or medical and surgical service shall contain in 

27 substance a provision which provides the subscribers with 

28 benefits for the necessary care and :reatment 0f mental 

2<) disorders as 

30 Sec. 8. 

provided in 

NEW SECTION. 

3l DEPENDENCY COVERAGE. 

section =)1~C.5. 

5!4A.13 ~ANDATORY OFFER OF CHEMICAL 

32 hn individual policy of accident and health insurance 

33 regulated under this chapter shall contain in substance a 

J~ provision which offers and makes available to the policyholder 

15 beneflts Eor the llecessary care and treatme~t of chemical 
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~ dependency as provi~ed in secrion 514C.4. 

2 Sec. 9. NEW SEC~ION. S14A.14 MANDATORY OFFER OF MENTAL 

3 DISORDERS COVERAGE. 

4 An individual policy of acciden~ and health insurance 

5 regulated under this chapter shall contain in substance a 

6 provision which offers and makes available to the policyholder 

7 benefits for the necessary care and treatment of mental 

8 disorders as provlded in section 514C.5. 

9 Sec. 10. Section 514B.5, Code 1987, is amended by adding 

10 the following new subsections after subsection 3 and 

11 renumbering the subsequent subsections: 

12 NEW SUBSECTION. 4. The health maintenance organization 

13 provides necessary care and treatment of chemical dependency 

14 as provided in section 514C.4. 

15 NEW SUBSECTION. 5. The health maintenance organization 

16 provides necessary care and treatment of mental disorders as 

17 provided in section 514C.5. 

18 Sec. 11. This Act applies to indlvidual and group 

19 policies, contracts, and evidences of coverage delivered or 

20 issued for delivery after the effective date of this Act, and 

21 to existing group policies, contracts, and eVldences of 

22 coverage on their next anniversary or renewal date or upon the 

23 expiration of an applicable collective bargaining contract, if 

24 any, whichever is the later. 

25 This Act takes effect March 15, 1988. However, effective 

26 July 1, 1987, group policies of accident and health insurance, 

27 group hospital or medical and surgical service contracts, and 

28 health maintenance organization health care services plans 

29 shall offer and make available to policyholders, subscribers, 

30 and enrollees benefits for the necessary care and treatment of 

31 chemical dependency as provided in section 514C.4 and of 

32 mental disorders as provided in section 514C.5. 

33 Sec. 12. COMPREHENSIVE STUDY. The legislative council 

34 shall establish an interim study committee to conduct a 

35 comprehensive study of public and private third-party cover-
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ages of treatment services tor chemical depende:lcy and mental 

2 disorders, including the study of appropriate utilization 

3 review systems to assure that creatment services are being 

4 provided in the most effectlv2 2nd efficient manner. The 

5 study committee shall be composed of legislators, publ~c and 

~ private providers of treatme~t services for chemical 

7 dependency or mer.tal disorders, consumers or treatment 

8 services for chemical depende~cj or mental disorders, and 

9 representatives of other interested public or private 

10 organizations. The legislative council may conduct the study 

1: with the assistance of independent consultants and may accept 

l2 Lnancial or staff support for :he study fron: any public or 

13 private source. The corr~issioner of insurance shall establiSh 

14 estimates based on actuarial data of the costs of implementing 

15 thiS Act, including the Act's effects on premium and 

16 participation costs after taking into consideration the 

17 experience of other states. The study committee shal! 

l8 transmit a preliminary report of its findings and 

:9 recommendations, accompanied by any recommended legislative 

20 bill drafts, to the legislative ~ouncil by December 1, 1987, 

21 and shall transmit its final report to che legislative co~ncll 

22 and the general assembly by January 1, 1988. 

23 ~XP~ANATION 

24 This bill requires that group policies of accide~t and 

25 health insurance, hospital or medical and surgical service 

26 contracts, and heal:h maintenance organizations provide cover-

7.7 age, and requires :ndividual policies of accide~t and health 

28 insur~nce to offer coverage, for t!l@ treatme~t of chemical 

29 depelldency and mental disorders, on substantially the same 

30 basis as other physical health care coverages. 

31 The coverage for chemical dependency must apply to Eacll1-

32 ties licensed by the department of s~bstance abuse, hospitals, 

33 and the state mental health ins~i:utes, and similar facilities 

34 accredited by the joint commission on the accreditation of 

35 hospitals or the &merican osteopathic association; however, 
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1 the coverage may be limjted to speciEied dollar arnOll[lts, sub-

2 jec~ to adjustment by the ccmi~~ssioner of ins~rance, cn annual 

3 outpatient, partial day, haltway house, and inpatient 

4 coverages. Utilization reView is required. 

S The coverage for mental diso:ders Jnust cover mental health 

6 services, as defined, and nay be limited to specified numbers 

7 of services provided by mental health serv~ce p[ov~ders, as 

8 defined. Utilization review is required. with the department 

9 o~ health mandated to adopt model utilization review criteria 

10 for mental health services. 

11 The bill contains a provision determining applicability to 

12 policies, contracts, and evidences of coverage currently in 

13 force or to be in force in the future. 
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