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requirements, establishing fees, and providing effective dates
and applicability provisions.
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Section 1. INTENT AND FINDINGS. It is the intent of the
general assembly that any significant health care reform must
recognize fhe essential fequirement that rural Iowa must have
access to the benefits of affordable, accessible, and quality
health care. Reform of the health care system in Iowa is not
complete unless there is developed a strategy to address the
needs of rural Iowa with subsequent implementation of a
comprehensive system to meet those needs. Rural Iowans must
be provided the same access to the best quality medical care
avallable as Iowans residing in urban areas. The ability of
hospitals and rural health clinics to access the state's fiber
optic network is imperative. The complete use of the skills
of all health care providers is essential to address the lack
of access to primary care. New innovative initiatives for the

delivery of care by rural hospitals and clinics must be

eacouraged.
The general assembly finds that given the rural bias
inherent in the medicare system for hospital inpatient

reimbursement, and the shortage of a number of important
primary care providers, the challenges for health care reform
iln rural Iowa are significant. However, the general assembly
believes that efforts to reform health care in Iowa coupled
with the initiatives from the federal level offer a new
opportunity to provide guality health care to rural Iowa. The
general assembly finds that pclicymakers must seize this
opportunity to ensure that rural Iowans will receive all the
benefits of health care reform.

Sec. 2. Section 8.6, Code 1993, is amended by adding the
following new subsection:

NEW SUBSECTION, 16. HEALTH ACCOUNTING SYSTEM. To

establish a statewilde health accounting system in coordination

with the department of public health, the department of human
services, the department of elder affairs, the department of
employment services, and the insurance division of the

department. of commerce. The department of management shall
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have access to all data, as deemed by the department to be
necessary, in electronic format from the community health
management information system established in chapter 144C.

Sec. 3. Section 18.133, subsection 2, Code Supplement
1993, is amended to read as follows:

2. "Private agency" means an accredited nonpublic gcheois
and school, nonprofit tmstitutiens institution of higher
education eligible for tuition grants, hospital licensed
pursuant to chapter 135B, rural health clinic defired pursuant
to 42 U.S.C. § 1395(x), or physician clinlic.

Sec. 4. Section 18.136, Code Supplement 1993, is amended

by adding the following new subsection:
NEW SUBSECTION. 13A. Hospitals licensed pursuant to
chapter 135B, rural health clinic¢cs defined pursuant to 42

U.5.C. § 1395(x), and physiclan clinics shall be offered
access to the network for diagnostic, clinical, consultative,
data, and educational services for the purpose of developing a
comprehensive, statewide telemedicine network.

Sec. 5. NEW SECTION., 135,110 ACCOUNTABLE HEALTH PLAN
DEFINED.

An accountable health plan is an entity which does all of

the following:

1. Pays for and provides health care services.

2. 1Is responsible for delivering the full range of health
care services covered under a standard health benefit plan as
established in chapter 513B.

3. Meets established solvency standards and complies with
established underwriting standards, including modified
community rating methods, for all beneficiaries served.

4. 1Is accountable to the public for the cost, quality, and
access of the services which the accountable health plan
provides and for the effects of its services on the health of
those who are provided such services.

5. 1Is eligible for operation based on financial, quality

of care, and structural gqualifications.
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6. Satisfies data reporting and collection standards.

Sec. 6. 135.111 RULES.

1. The director shall adopt rules relating to the
establishment and regulation of accountable health plans. The
rules shall allow significant flexibility in the structure and
organization of an accountable health plan, including the
flexibility to permit alternative structures for accountable
health plans developed in rural areas of the state in response
to the needs, preferences, and conditions of rural
communities. Such plans shall utilize, to the greatest extent
possible, existing health care providers and hospitals.

2. Rules adopted pursuant to this section shall include,
at a minimum, all of the following:

a. Procedures for licensing accountable health plans as
provided in section 135.112.

b. Procedures to sanction cooperative arrangements
involving health care providers or purchasers in forming an
accountable health plan, upon a finding by the director that
the arrangement will improve quality, access, or affordability
of health care, but which arrangement might be a violation of
antitrust laws if undertaken without government direction and
approval.

c. Procedures to assure ongoing supervision of
arrangements sanctioned under paragraph "b" in order to assure
that the arrangements do in fact improve the quality, access,
or affordability of health care. The sanctioning of any
arrangement by the director may be withdrawn on a prospective
bas1s at the discretion of the director if necessary to
enforce the intent to improve quality, access, or
affordability.

d. Standards applicable to the plan of operation of an
accountable health plan and which must be met for licensure of
the plan. Such standards shall include standards related to
the quality of health care provided.

e. A requirement that a plan of operation include
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guaranteed access and rating practices no more restrictive
than those required in the applicable state-regulated
insurance market segment.

f. Procedures to collect information, directly or by other
means as determined by the department, from the accountable
health plan for purposes of monitoring quality, cost, and
access standards. The department may access data collected
through the community health management information system for
purposes of implementing this chapter at a cost not to exceed
the actual costs of reproducing the information for the
division.

g. A method or methods to facilitate and encourage the
appropriate provision of services by midlevel health care
practitioners and allied health care practitioners.

h. Procedures to assure that all health carriers,
including health maintenance organizations, insurers, and
nonprofit health service plan corporations are subject to tne
same rules, to the extent the health carrier is operating an
accountable health plan or is a participating entity in an
accountable health plan.

i. sSolvency standards to assure an accountable health
plan's ability to deliver required services. The director may
enter into an agreement with the insurance division of the
department of commerce to conduct such solvency oversight.

The insurance division shall assess the costs of a solvency
examination against the entity being examined in the same
manner and on the same terms as provided for insurance
companies under section 505.7.

j. Publication and dissemination of statewide and
iocalized expenditure targets relevant to each accountable
health plan, as appropriate.

k. Provide for the identification of essential community
providers within the service area of each accountable health
plan. "Essential community providers” means those health care

providing organizations which the director deems to be vital
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to a local health care delivery system to ensure that all .
citizens of this state have reasonable access to health care.
Accountable health plans must establish working relationships

with essential community providers and include them within the

plan's plan of operation in delivering health care within the
plan’s service area. This paragraph is repealed effective
July 1, 1999,

1. Provisions for the identification of market areas to be
serviced by each accountable health plan. Rules developed

pursuant to this paragraph shall promote expansion of

—
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accountavble health plans into all gecographic areas of the

v

state.

m. The director shall make, or cause to be made,
inspections as the director deems necessary in order to
determine compliance with section 13%5.110, this section, and
sections 135.112 and 135.113, and applicable rules.

3. This section and rules adopted pursuant to this section
are intended to provide immunity from federal antitrust law
under the state action doctrine exemption.

Sec. 7. NEW SECTION. 135.112 LICENSING REQUIRED.

1. An accountable health plan shall not operate unless the
plan is licensed by the department. The director shall adopt
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rules as provided in section 135.111 establishing a liceansing

[ AV B
- L

procedure. A license shall not be issued by the department

uniess the director finds that the accountable health plan
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satisfles, at a minimum, all of the following:
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4. The ability to be responsible for the full continuum of
required heaith care and related costs for the defined

population that the accountable health plan will serve.
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b. Financial solvency.
¢. The abllity to satisfy established standards related to
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the quality of care provided.
d. The ability to fully comply with the provisions of this

sectior and all applicable rules.
2. Tne department snall establish by rule a reascnable .
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filing fee toc be submitted with a license application and each
renewal application. A license shall be renewed annuaily. A
license issued pursuant to this section expires con December 31
of the calendar year for which the license was granted. Fees
received by the department shall be retained by the department
to offset costs associated with the administration of this
chapter.

3. An accountable health plan may be organized and
licensed as a nonprofit or for-profit plan.

Sec. 8. NEW SECTION. 135.113 DEFINITIONS.

For purposes of sections 135.110 through 135,112, unless

the context ctherwise requires:

L. "Hospital" means as defined in section 135B.1.

2. "“Health care provider" or "provider” or "practitioner"”
means a person licensed or certified pursuant to chapter 147,
148, 148A, 148C, 149, 150, 150a, 151, 152, 153, 1%4, 154B, or
155A, to provide professional health care services in this
state to an individual during the individual's medical care,
treatment, or confinement.

Sec. 9. Section 422.7, Code Supplement 1993, 1s amended by
adding the following new subsection:

NEW SUBSECTION, 29, Subtract, to the extent not otherwisge

deducted in computing adjusted gross income, the amounts paid
by the taxpayer for the purchase of health insurance for the
taxpayer or taxpayer's spouse or dependent.

Sec. 10, Section 422,7, Code Supplement 1993, is amended
by adding the following new subsection:

NEW SUBSECTION. 30. Subtract, to the extent included, the

amount of contributions made on behalf of the taxpayer to a
medical care savings account and interest earned on moneys iIn
the account if not otherwise withdrawn.

Sec. 1ll. Section 505.7, subsection 1, Code Supplement
1993, is amended to read as follows:

1. i1 fees and charges which are required by law to be

paid by insurance companies, ané associations, and other
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tregulated entities shall be payable to the commissioner of the
insurance division of the department of commerce or department
of revenue and finance, as provided by law, whose duty it
shall be to account for and pay over the same to the treasurer
of state at the time and in the manner provided by law for
deposit in the general fund of the state.

Sec. 12, Section 505.7, Code Supplement 1993, is amended
by adding the following new subsection:

NEW SUBSECTION. 8. The commissioner may assess the costs

of 4an audit or examination to a health insurance purchasing

cooperative authorized under section 514I.1, in the same
manner as provided for insurance companies under sections
507.7 through 507.9, and may establish by rule reasonable
filing fees to fund the cost of regqulatory oversight.

Sec. 13. Section 505.8, Code 1993, is amended by adding
the following new subsection:

NEW SUBSECTION. 6. The commissioner shall supervise all

health insurance purchasing cooperatives providing services or
operating within the state and the organization of domestic
cooperatives. The commissioner may admit nondomestic health
insurance purchasing ccoperatives under the same standards as
domestic cooperatives. Health insurance purchasing
cooperatives are subject to rules adopted by the commissioner
pursuant to sectiocn 514I1.1.

Sec. 14, Section 509A.6, Code 1993, is amended by adding
the following new unnumbered paragraph:

NEW UNNUMBERED PARAGRAPH. The governing body may also

enroll i1n and contract with a health insurance purchasing

cooperative authorized pursuant to section 514I.1.

Sec. i5. NEW SECTION. 508%A.16 USE OF STATE GROUP
INSURANCE RESERVES.

1. Notwithstanding section 509a4.5, the director of the

department of management may approve expenditures of up to
three hundred thousand doliars per fiscal year, from that

portion of the employer share of the state group ilnsurance
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reserves which consists of moneys appropriated from the
general fund of the state but which is not needed to fund
incentive programs, for the purposes of health reform
activities,

2. This section is repealed effective July 1, 1996.

Sec. l6. Section S513B.2, subsection 16, Code Supplement
1993, 1s amended to read as follows:

16. "Small employer" means a person actively engaged in
business who, on at least fifty percent of the emplcyer’s
working days during the preceding year, employed not less than
two and not more than twenty-five fifty full-time equlvalent
eligible employees. In determining the number of eligible
employees, companies which are affiliated companies or which
are eligible to file a combined tax return for purposes of
state taxation are considered one employer.

Sec. 17. Section 513B.4, Code Supplement 1993, is amended
by adding the following new subsection:

NEW SUBSECTION. 1A. Notwithstanding subsection 1, there

shall be no variance in premium rates for a basic or standard
benefit plan offered pursuant to this chapter fcr any of the
tactors as provided for in subsection 1.

Sec., 18. Section 513B.4, subsection 2, unnumbered
paragraph 2, Code Supplement 1993, is amended by striking the
paragraph and inserting in lieu thereof the following:

Case characteristics other than age, geographic area,
family composition, and group size shall not be used by a
small employer carrier without the prior approval of the
commlssioner.

Sec. 19, Section 513B.4, Code Supplement 1993, is amended
by adding the following new subsection:

NEW SUBSECTION. 5. Notwithstanding subsection 1, the
commissioner may by order reduce or eliminate the allowed
rating bands provided under subsection 1, paragraphs "a", "b",
and "c¢", or otherwise limit or eliminate the use of experience

rating.
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Sec. 20. Section 513B.37, subsection 1, paragraph a, Ccde
Supplement 1993, is amended t¢ read as follows:

a. What benefits or direct pay requirements must be
minimally included in a basic or standard benefit coverage

policy or subscription contract.

Sec. 21. Section 513B,38, Code Supplement 1993, is amended
by adding the following new subsections:

NEW SUBSECTION. 4. Upon the determination of the

commissioner pursuant to section 513B.37, subsection 1,
paragraph "a", to include expanded preventative care services
and mental health and substance abuse treatment coverage as
recommended by the Iowa health reform council, the
commissioner shall do all of the following:

a. Adopt by rule, with all due diligence, requirements for
the provision of expanded coverage for benefits for expanded
preventative care services.

b. Adcopt by rule, with all cdue diligence, requirements for
the provision of limited coverage for benefits for mental
health and substance abuse services.

NEW SUBSECTION. 5. A policy of accident and sickness

1nsurance, a healilth maintenance organizaticn contract, an
accountable health plan contract, or other pclicy cf health
insurance shall not provide a lifetime maximum limit of
coverage.

Sec. 22. NEW SECTION. 513C.1 SHORT TITLE.

This chapter shall be known and may be cited as the

"Individual Health Insurance Market Reform Act".
Sec. 23. NEW SECTION. 513C.2 PURPOQOSE.

The purpose and intent of this chapter is to promote the

availability of health insurance coverage to individuals
tegardless of their health status or claims experience, to
prevent abusive rating practices, to require disclosure of
rating practices to purchasers, to establish rules regarding
the renewal of coverage, to establiish limitaticns on the use

ot preexisting condition exclusions, to provide for the

_9_
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development of a core group of basic or standard health
benefits to be offered to all individuals, and to improve the

overall fairness and efficiency of the individual health

insurance market.
Sec. 24. NEW SECTION. 513C.3 DEFINITIONS.
As used in this chapter, unless the context otherwise

requires:
1. ™"Actuarial certification” means a written statement by

= B Y T T

9 a member of the American academy of actuaries or other

10 i1ndividual acceptable to the commissioner that an individual
11 carrier is in compliance with the provision of section 513C.5
12 which is based upon the actuary's or individual's examination,
13 including a review of the appropriate records and the

14 actuarial assumptions and methods used by the carrier 1n

15 establishing premium rates for applicable individual health

16 benefit plans,

17 2. "affiliate"” or "affiliated" means any entity or person
18 who directly or indirectly through one or more intermediaries,
19 controls or is controlled by, or is under common control with,
20 a speclified entity or person.

21 3. "Basic or standard health benefit plan" means the core
22 group of health benefits developed pursuant to section 513C.8.
23 4. "Block of business" means all the individuals insured
24 under the same individual health benefit plan.

25 5. "Carrier"” means any entity that provides individual

26 health benefit plans in this state. For purposes of this

27 chapter, carrier includes an insurance company, a group

28 hospital or medical service corporation, a fraternal benefit
29 society, a health maintenance organization, an accountable

30 heaith plan, and any other entity providing an individual plan
31 of healtn insurance or health benefits subject to state

32 insurance regulation.

33 b. "Commissioner"” means the commissioner of insurance.

34 7. "Eligible individual" means an individual who is a
residert of this state and who either has qualifying existing

—10_
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coverage ¢or has had qualifying existing coverage within the .
immediately preceding thirty days, or an individual who has '
had a qualifying event occur within the immediately preceding
thirty days.

8. T"Established service area" means a gecographic area, as
approved by the commissioner and based upon the carrier's
certificate of authority to transact insurance in this state,
within which the carrier is authorized to provide coverage.

Y. "Filed rate"” means, for a rating period related to each

10 block of business, the rate charged to all individuals with

Ll similar rating characteristics for individual health benefit
12 plans.

L3 10. "Individual health benefit plan" means any hospital or
14 medical expense incurred policy or certificate, hospital or

15 medical service plan, or health maintenance organization

16 subscriber contract sold to an individual, or any

17 discretionary group trust or association policy providing

18 hospital or medical expense incurred coverage to individuals.
19 Individual health benefit plan does not include a seif-insured
20 group health plan, a self-insured multiple employer group

21 health plan, a group conversion plan, an insured group health
22 plan, accident-oniy, specified disease, short-term hospital or
23 medical, hospital confinement indemnity, credit, dental,

24 vision, medicare supplement, long-term care, or disability

25 income insurance coverage, coverage issued as a supplement to
26 liability insurance, workers' compensation or similar

27 insurance, or automobile medical payment insurance.

28 11, "Premium" means all moneys paid by an individual and
29 eligible dependents as a condition of receiving coverage from
30 a carrier, including any fees or other contributions

3. associated with an individual health benefit plan.

32 12, "Qualifyirng event" means any of the following:

33 a. Loss of eligibility for medical assistance provided

34 pursuant to chapter 249A or medicare coverage provided

35 pursuant to Title XVIII of the federal Social Security Act.

._.ll_
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b. Loss or change of dependent status under gualifying
previous coverage.

¢. The attainment by an individual of the age of majority.

13. "Qualifying existing coverage" or "qualifying previous
coverage" means benefits or coverage provided under either of
the following:

a. Any group health insurance that provides benefits
similar to or exceeding benefits provided under the standard
health benefit plan, provided that such policy has been in
effect for a period of at least one year.

b. An individual health insurance benefit plan, including
coverage provided under a health maintenance organization
contract, a hospital or medical service plan contract, or 4
traternal benefit society contract, that provides benefits
similar to or exceeding the benefits provided under the
stand>rd health benefit plan, provided that such policy has
been in effect for a period of at least one year.

14. "Rating characteristics” means demographic or other
objective characteristics of individuals which are considered
by the carrier in the determination of premium rates for the
individuals and which are approved by the commissioner.

15. "Rating period" means the period for which premium
rates established by a carrier are in effect.

6. "Restricted network provision" means a provision of an
individual health benefit plan that conditions the payment of
benefits, in whole or in part, on the use of health care
provicers that have entered into a contractual arrangement
with the carrier to provide health care services to covered
individuals.

Sec. 25. NEW SECTION. 513C.4 APPLICABILITY AND SCOPE.

This chapter applies to an individual health benefit pian

delivered or issued for delivery to residents of this state on

or after July 1, 1994.
1. Except as provided in subsection 2, for purposes of

-

this chapter, carriers that are affiliated companies cr that
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are eligible to file a consolidated tax return shall be ‘
treated as one carrier and any restrictions or limitations ‘
imposed by this chapter shall apply as if all individual
health benefit plans delivered or issued for delivery to
residents of this state by such affiliated carriers were
125ued by one carrier.

2. An affiliated carrier that is a health maintenance

Lo < Y B ** I W

organization having a certificate of authority under section
9 513C.S shall be considered to be a separate carrier for the

10 purposes of this chapter.

)1 Sec, 26. NEW SECTION. 513C.5 RESTRICTIONS RELATING TO
12 PREMIUM RATES.
13 i. Premium rates for any block of individual health

14 benefit plan business issued on or after July 1, 1994, by a
15 carrier subject to this chapter are subject to the compesite
16 effect of all of the following: i
17 a. After making actuarial adjustments based upon benefit

iB design, rating characteristics, and health choice factors, the .
19 filed rate for any block of business shall not exceed the

20 fi1led rate for any other block of business by more than twenty

21 percent.

22 bb. The filed rate for any block of business shall not

23 exceed the filed rate for any other block of business by more

24 than thirty percent due to factors relating to rating

25 characteristics,

26 ¢. The filed rate for any block of business shall not

27 exceed the filed rate for any other block of business by more
28 than thirty percent due to factors relating to health choices,
29 d. The carrier shall not apply gender or industry

30 classification rating characteristics.

31 €. FExperience rating characteristics other than age,

32 gecgraphic area, family composition, and group size shall not

33 be used by a carrier without the prior approval of the

34 ccmmissioner.

35 f. Premium rates for individual health benefit plans shall .

L
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comply with the requirements of this section notwithstanding
any assessments paid or payable by the carrier pursuant to any
reinsurance program or risk adjustment mechanism.

g. An adjustment, not to exceed fifteen percent annually
due to the claim experlence or health status of a block of
business.

h., For purposes of this subsection, an individual health
benefit plan that contains a restricted network provision
shall not be considered similar coverage to an individual
health benefit plan that does not contain such a provision,
provided that the differential in payments made to network
providers rtesults 1n substantial differences in claim costs.

2. Notwithstanding subsection 1, the commissioner may by
order reduce or eliminate the allowed rating bands provided
under subsection 1, paragraphs "a", "b", "c", and "g", or
otherwise limit or eliminate the use of experience rating.

3. A carrier shall not transfer an individual
involuntarily into or out of a block of business.

4. The commissioner may suspend for a specified period the
application of subsection 1, paragraph "a", as to the premium
rates applicable to one or more blocks of business of a
carrier for one or more rating periods upon a fiiing by the
carrier requesting the suspension and a finding by the
commissioner that the suspension is reasonable 1in light of the
financial condition of the carrier.

5. & carrier shall make a reasonable disclesure at the
time of the offering for sale of any individual health benef:it
plan of all of the following:

a. The extent to which premium rates for a specified
individual are established or adjusted based upon rating
characteristics.

b. The carrier's right to change premium rates, and the
factors, other than claim experience, that affect changes in
premium rates.

¢. The provisions relating to the renewal of policies and

-i4-
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contracts.

d. Any provisions relating to any preexisting condition.

e. All plans offered by the carrier, the prices of such
plans, and the availability of such plans to the individual.

6. A carrier shall maintain at its principal pilace of
business a complete and detailed description of 1ts rating
practices, including information and documentation that
demonstrate that its rating methods and practices are based
upon commonly accepted actuarial assumptions and are in
accordance with sound actuarial principles.

7. A carrier shall file with the commissioner annually on
or before March 15, an actuarial certification certifying that
the carrier is in compliance with this chapter and that the
rating methods of the carrier are actuarially sound. The
certification shall be in a form and marner and shall contain
information as specified by the commissioner. A copy of the
certification shall be retained by the carrier at its
principal place of business. Rate adjustments made in order
to comply with this section are exempt from loss ratio
requirements.

8. A carrier shall make the information and documentation
maintalned pursuant to subsection 5 available to the
commissioner upen request. The information and documentation
shall be considered proprietary and trade secret information
and shall not be subject to disclosure by the commissioner to
persons outside of the division except as agreed to by the
carrier or as ordered by a court of competent jurisdiction,

Sec, 27. NEW SECTION. 513C.6 RENEWAL OF COVERAGE.

1. Aan individual health benefit plan is renewable at the

option of the individual, except in any of the following
cases:

a. Nonpayment of the required premiums.

b. Fraud or misrepresentation.

¢. The insured individual becomes eligible for medicare

ceoverage under Title XVIII of the federal Social Security Act.

-i6-
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d. The carrier elects not to renew all of its jindividual
health benefit plans in the state. In such case, the carrier
shall provide notice of the decision not to renew coverage to
all affected individuals and to the commissioner in each state
in which an affected insured individual is known to reside at
least ninety days prior to the nonrenewal of the health
benefit plan by the carrier. Notice to the commissioner under
the paragraph shall be provided at least three working days
prior to the notice to the affected individuals.

e. The commissionetr finds that the continuation of the
coverage would not be in the best interests of the
policyholders or certificate holders, or would impair the
carrier's ability to meet 1ts contractual obligations.

2. A carrier that elects not to renew all of its
individual health benefit plans in this state shall be
prohihi+ed from writing new individual health benefit plans in
this state for a pericd of five years from the date of the
notice to the commissioner.

3. With respect to a carrier doing business in an
established geographic service area of the state, this section
applies only to the carrier's operations in the service area.

Sec. 28. NEW SECTION. 513C.7 AVAILABILITY OF COVERAGE.

1. A& carrier issuing an individual health penefit plan in
this state shall issue a basic or standard health benefit plan
to an eligible individual who applies for a plan and agrees to
make the required premium payments and to satisfy other
reasonable provisions of the basic or standard health benefit
plan. An insurer is not required to issue a basic or standard
health benefit plan to an individual who meets any of the
following criteria:

a. The individual is covered or is eligible for coverage
under a health benefit plan provided by the individual's
employer.

b. An eligible individual who does not apply for a basic
or standard health benefit plan within thirty days of a
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qualifying event or within thirty days upon becoming
ineligibie for qualifying existing coverage.

c. The individual is covered or is eligible for any
continued group coverage under section 4980b of the Internal
Revenue Code, sections 601 through 608 of the federal Employee
Retirement Income Security Act of 1974, sections 2201 through
2208 of the federal Public Health Service Act, or any state-
required continued group coverage. For purposes of this
subsection, an individual who would have been eligible for
such continuation of coverage, but is not eligible solely
because the individual or other responsible party failed to
make the required coverage election during the applicable time
period, 1s deemed to be eligible for such group coverage until
the date on which the individual's continuing group coverage
woutld have expired had an election been made.

?. A carrier shall issue the basic or standard health
insurance benefit plan to an individual currently covered by
an underwritten benefit plan issued by that carrier at the
option of the individual. This option must be exercised
within thirty days of notification of a premium rate increase
applicable to the underwritten benefit plan.

3. A carrier shall file with the commissioner, 1n a form
and manner prescribed by the commissioner, the basic or
standard health benefit plan to be used by the carrier. A
basic or standard health benefit plan filed pursuant to this
Subsection may be used by a carrier beginning thirty days
alter it is filed unless the commissioner disapproves of its
use.

The commissioner may at any time, after providing notice
and an cpportunity fcr a hearing to the carrier, disapprove
the continued use by a carrier of a basic or standard health
benefit plan on the grounds that the plan does not meet the
requirements of this chapter.

4. a. The individual basic or standard health benefit

pian shall not deny, exclude, or limit benefits for a covered
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individual for losses incurred more than twelve months
following the effective date of the individual's coverage due
to a preexisting condition. A preexisting condition shall not
be defined more restrictively than any of the following:

{1} A condition that would cause an ordinarily prudent
person to seek medical advice, diagnosis, care, or treatment
during the twelve months immediately preceding the effective
date of coverage.

{2) A condition for which medical advice, diagnosis, care,
or treatment was recommended or received during the twelve
months immediately preceding the effective date of coverage.

{3) A pregnancy existing on the effective date of
coverage.,

b. A carrier shall walve any time period applicable to a
preexisting condition exclusion or limitation period with
respect to particular services 1in an individual health benefit
plan for the period of time an individual was previously
covered by qualifying previous coverage that provided benefits
wlth respect to such services, provided that the gualifying
previous coverage was continuous to a date not more than
thirty days prior to the effective date of the new coverage.

5. A carrier is required to offer coverage or accept
applications pursuant to subsection 1 from any individual
residing in the carrier's established geographic access area.

6. A carrier shall not modify a basic or standard health
benefit plan with respect to an individual or dependent
through riders, endorsements, or other means to restrict or
exclude coverage for certain diseases or medical conditions
otherwise covered by the health benefit plan.

Sec. 29. NEW SECTION. 513C.8 HEALTH BENEFIT PLAN
STANDARDS,

The commissioner shall adopt by rule the form and level of

coverage of the basic health benefit plan and the standard
health berefit plan for the individual market which shall be

the same as provided for under chapter S13B with respect to
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small group coverage.
Sec. 30. NEW SECTION. 513C.9 STANDARDS TO ASSURE FAIR

MARKETING.

1. A carrier issuing individual health benefit plans in
this state shall make available the basic or standard health
benefit plan to residents of this state. If a carrier denies
other 1ndividual health benefit plan coverage to an eligible
individual on the basis of the health status or claims
experience of the eligible individual, or the individual's
dependents, the carrier shall offer the individual the
opportunity to purchase a basic or standard health benefit
plan.

2. A carrier or an agent shall not do either of the
following:

a. Encourage or direct individuals to refrain from filing
an application for coverage with the carrier because of the
health status, claims experience, industtry occupation, or
geographic location of the individuals.

b. Encourage or direct individuals to seek coverage from
another carrier because of the health status, claims
experience, industry occupation, or geographic location of the
rndividuals.

3. Subsection 2, paragraph "a", shall not apply with
respect to i1nformation provided by a carrier or an agent to an
individual regarding the established geographic service area
of the carrier or the restricted network provision of the
carrier.

4. A carrier shall not, directly or indirectly, enter intc
any contract, agreement, or arrangement with an agent that
provides for, or results in, the compensation paid to an agent
Eor a sale of a basic or standard health benefit plan to vary
because of the health status or permitted rating
characteristics of the individual or the individual's
dependents.

5. Subsection 4 does not apply with respect to the
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compensation paid to an agent on the basis of percentage of
premium, provided that the percentage shall not vary because
of the health status or other permitted rating characteristics
of the individual or the individual's dependents.

6. Denial by a carrier of an application for coverage from
an individual shall be in writing and shall state the reason
or reasons for the denial.

7. A violation of this section by a carrier or an agent !is
an unfair trade practice under chapter 507B.

8. If a carrier enters lnto a contract, agreement, oOr
other arrangement with a third-party administrator to provide
administrative, marketing, or other services related to the
offering of individual health benefit plans in thils state, the
third-party administrator is subject to this section as 1if it
were a carrier,

Se~ 1. NEW SECTION. 513D.1 EMPLOYER REQUIRED TO

PROVIDE ACCESS TO HEALTH CARE COVERAGE -- PENALTIES.
1. An employer doing bhusiness within this state shall

offer each employee, at a minimum, access to health insurance,
The requirement contained in this section may be satisfied by
offering any of the following:

a. Health care coverage through an insurer or health
maintenance organization authorized to do business in this
state.

b. Access to health benefits through a health benefits
pian qualified under the federal Employee Retirement Income
Security Act of 1974.

c. Enrollment in an Iowa-licensed health insurarnce
purchasing cooperative. A cooperative may require payroll
deduction of employee contributions and direct deposit of
premium payments to the account of the cooperative.

2. An employer is not required to financially contribute
toward the employee's health plan.

3. A violation of this section may be reported to the

consumer and legal affairs bureau in the insurance divisicn.
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The division may issue, upon a finding that an employer has .
failed to offer an employee access to health insurance, any of

the following:

a. A cease and desist order instructing the employer to
cure the failure and desist from future violations of this
section.

b. An order requiring an employer who has previously been

o « I S s T R T

the subject of a cease and desist order to pay an employee's
reasonable health insurance premiums necessary to prevent or
cure a lapse in health care coverage arising out of the
employer's failure to offer as required.

c. An order upon the employer assessing the reasonable
costs of the division's investigation and enforcement action.

Sec. 32. NEW SECTION. 514C.8 PROVIDER ACCESS UNDER
MANACED CARE HEALTH PLAN OR INDEMNITY PLAN WITH LIMITED
PROVINFER NETWORK.

A managed care health plan or indemnity plan with a limited
provider network shall provide patients direct access to .
providers licensed under chapter 147, 148, 148A, 148C, 149,

150, 150a, 151, 152, 153, 154, 154B, or 159A. Access to such

provider shall not be made conditional upon a referral by a

provider licensed under another chapter. Referrali to a

specialist may be conditioned upon referral by a primary care

provider licensed under the same chapter. Access to a ciass

cf providers licensed under one chapter shall not be subject

to a copayment, deductible, or premium rate different than

provided for access to a class of providers licensed under

another chapter. Access to a specialist may be subject to a

different copayment or deductible than access to a primary

care provider. Access t0o a nonparticipating provider may be

restricted, or may be subject to different copayments,

deductibles, or premium rates.

For purposes of this section, "managed care health plan or

malntenance organization, accountable health plan, preferred

:ndemnity plan with a limited provider network"” means a health .

_21_




B R P R O R

QR o~

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

provider organization, exclusive provider organization, point
of service plan, or similar health plan.

This section does not apply if an employer offers employees
a choice of health plans, either directly or indirectly
through a health insurance purchasing cooperative, provided
that the offered choices include at least one indemnity plan
with unrestricted choice of provider, or at least one managed
care health plan or indemnity plan with a limited provider
network which provides access as defined in this section.

Sec. 33. NEW SECTION. 514I.1 HEALTH INSURANCE PURCHASING
COOPERATIVES,

1. The commissioner of insurance shall adopt rules and a
licensing procedure for authorizing the establishment of a
health insurance purchasing cooperative. The rules shall
include, at a minimum, all of the following:

a. Procedures to sanction voluntary agreements between
competitors within the service region of a health insurance
purchasing cooperative, upon a finding by the commissioner
that the agreement will improve the quality of, access to, or
atfordability of health care, but which agreement might be a
violation of antitrust laws if undertaken without government
direction and approval.

b. Procedures to assure orgoing supervision of contracts
sanctioned under this subsection, in order to assure that the
contracts do in fact improve health care quality, access, or
affordability. Approval may be withdrawn on a prospective
basis at the discretion ¢f the commissioner if necessary to
improve health care guality, access, and affordability.

C. A requirement to review the plan of operation of a
health insurance purchasing cooperative, and standards for
approval or disapproval of a plan.

d. A requirement that a plan of operation include
gquaranteed access and rating practices no more restrictive
than those required of ccmpetitors within a market segment,

such as small group health insurers regulated under chapter
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5138, or individual or large group insurers regulated under
chapter 514A or 514D, The commissioner shall regulate all
health plans and health insurance purchasing cooperatives to
assure that to the greatest extent possible all health
tnsurance or health benefit marketing channels within a market
segment are subject to the same rules of access, underwriting,
risk spreading, and rate regulation.

e. An annual report to be submitted to the general
assembly no later than February 1, describing the operations
of all health insurance purchasing cooperatives, and
permitting review of the success of health insurance
purchasing cooperatives in furthering the goals of improved
health care quality, access, or affordability. The report
shall include any recommendations on whether additlonal health
insurance purchasing cooperatives should be established.

2. This section does not prevent the development of any
other health insurance or pocled purchasing arrangements
otherwise permitted by law.

3. This section and rules adopted pursuant to this section
are intended to provide immunity from federal antitrust law
under the state action doctrine exemption.

Sec. 34. RURAL PRIMARY CARE INITIATIVE -- PHYSICIAN
RESPITE PROGRAM. The Iowa department ol public health, in
cooperation with the university of Iowa college of medicine
and the university of osteopathic medicine and health
sciences, shall develop and establish a rural primary care
initiative. The rural primary care initiative shall, at a
minimum, focus on the expansion of the family practice
residency program and training of rural physicians, physician
assistants, and advanced registered nurse practitioner health
care teams, and the development of a physician, physician
assistant, and advanced registered nurse practitioner respite
programs in the rural areas of Icwa. The department shall
submit a written report to the general assembly no later than

January 9. 1995, concerning the status of the development ¢f
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the rural primary care initilative, and include any legislative
recommendat ions necessary to complete implementation of the ’
initiative, .

Sec. 35. HEALTH INSURANCE COST DEDUCTION -- CONTINGENT
EFFECT. Section 5 of this Act, which amends section 422.7 by
adding a new subsection 29, is effective upon the enactment of
a federal individual income tax provision authorizing the
deduction in computing federal adjusted gross income of cne
hundred percent of the cost of the purchase of health
lnsurance. Section 5 of this Act applies to tax years
designated in the federal enactment of the health insurance
cost deduction.

Sec. 36. MEDICAL CARE SAVINGS ACCOUNT CONTRIBUTIONS --
CONTINGENT EFFECT. Section 6 of this Act, which amends
section 422.7 by adding a new subsection 30, is effective upon
the ena~tment of a federal individual income tax provision
authorizing the deduction or exclusion in computing federal
adjusted gross income of contributions made on behalf of the
taxpayer tc a medical care savings account. Section 6 of this
Act applies to tax years designated in the federal enactment
related to contributicns to a medical care savings account.

Sec. 37. NOTICE OF EFFECTIVENESS. The director o©of revenue
and finance shall notify the governcr, the chairpersons and
ranking members of the senate and house ways and means
committees, the Iowa Code editor, and the legislative fiscal
bureau when section 5 or section 6, which amend section 422.7,
of this Act becomes effective.

Sec. 38. FINANCING STUDY -- ANNUAL REPORT TO GENERAL
ASSEMBLY. It is the intent of the general assembly that
health care coverage be obtained by all Iowans on a voluntary
pasis. If the state has not achieved a level of individuails
without health care coverage of less than three percent of
total population through voluntary means by January 1, 1997,
the general assembly shall impose a financing mechanism to

provide guaranteed coverage to all citizens of this state.
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The division shall annually provide a written report to the
governcr and general assembly no later than the third Monday
of each regular session of the general assembly indicating the
percentage of individuals in this state who do not have any
health care coverage, and summarizing progress toward the goal
of three percent.

Sec. 39. ALTERNATIVE MEDICAL MALPRACTICE DISPUTE
RESOLUTION PROCEDURES -- MEDICAL SCREENING PANELS -- STUDY.

9 The supreme court, in cooperation with the department of

o - JENENVEEEE LY | O VI S

10 public health and the insurance division, shall initiate a

11 study concerring the development and use of alternative

12 medical malpractice dispute resolution procedures and medical
13 screening panels. The study shall include, at a minimum, a

14 review of existing alternative dispute resolution procedures
15 and medical screening panels and provide for a comprehensive
16 review of existing statutes and court decisions in an effort
l7 to maximize the benefits of alternative medical malpractice

18 dispute resolution procedures that have been successful while
19 assuring procedural protections and falr access tc the court
20 system. Additionally, the study shall include a review of the
21 availability of occurrence fcrm of medical malpractice

22 1nsurance for obstetricians and other physicians whose

23 practice involves providing care services related to the birth
24 of a child, the develcpment of recommendations related to

25 providing all individuals claiming injury resulting from an

206 act of alleged malpractice reasonable and affordable access to
27 alternative medical malpractice dispute resolution procedures,
28 and a closed claim survey which shall include the frequency

29 and severity of outcomes related to claims involving alleged
30 malpractice by health care providers. The study shall aiso

31 include any recommendations on implementing alternative

32 medical malpractice dispute resolution procedures and medical

33 screening panels in the state along with a corresponding cost

34 benefit analysis related to each recommendation.
35 Sec. 40. INSURANCE DIVISION STUDIES.
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1. The insurance division shall review, develop, and
submit a plan for the establishment of an individual health
coverage reinsurance program. The division shall submit a
written report to the general assembly no later than January
9, 1995, including the division's plan.

2. The insurance division shall review, study, and make
recommendations to the general assembly concerning the Iowa
comprehensive health insurance association established under
chapter 514E, with the intent to merge the Iowa comprehensive
health insurance program with an individual health reinsurance
program. The division shall submit a written report to the
general assembly no later than January 9, 1995, including the
division's findings and recommendations.

Sec. 41. RURAL HEALTH CARE DELIVERY MODELS. It is the
intent of the general assembly that the department of
inspections and appeals, through the hospital licensure board,
in conjunction with the department of public health and other
appropriate health care provider licensure boards, as
identified by the departments, review the California
alternative rural hospital model and the community
hospital/rural primary care hospital demonstration project
sponsored by the heaith care financing administration. The
review shall include an examination of existing provider
licensure statutes and administrative rules that inhibit or
preclude implementation of either alternative rural health
care delivery model and shall include specific legislative and
regulatory strategy proposals for the removal of such
identified barriers. This written report shall be delivered
by the department of inspections and appeals to the general
assembly on or before January 1, 1995,

Sec. 42. APPLICABILITY. Notwithstanding the provisions of
sections 513C.4 and 513C.5, chapter 513C, as enacted in this
Act, 15 not applicable to an individual health benefit ptlan
delivered or issued for delivery in this state or to a block

of individual health benefit plan business until such time as
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rules implementing the chapter have been adopted by the
insurance division pursuant to chapter 17A.

Sec. 43. EFFECTIVE DATE. Section 31 of this Act, which
creates new section 513D.1, is effective January 1, 1995.

EXPLANATION

Section 8.6 1is amended and authorizes the director of the
department of management to establish a statewide health
accounting system in coordination with the department of
public health, the department of human services, the
department of elder affairs, the department of employment
services, and the insurance division of the department of
commerce. The department of management is granted access to
all information necessary from the community health management
information system created in chapter 144C.

Sections 18.133 and 18.136 are amended to provide that
hospitals licensed pursuant to chapter 135B, rural health
clinics defined pursuant to 42 U.S.C. § 1395(x), and physician
clinics are to be offered access to the Iowa communications
network for diagnostic, clinical, consultative, data, and
educational services for the purpose of developing a
comprehensive, statewide telemedicine network.

New sections 135.110 through 135.113 are created and relate
to establishing and licensing accountable health plans in this
state.

New section 135.110 is created which defines an accountable
health plan as an entity which pays for and provides for the
delivery of health services within a defined area, and 1is
accountable to the public for the cost and quality of such
services,

New secticon 135.111 is created and directs the director of
public health to adopt rules relating to the establishment,
licensure, and regulation of accountable health plans. The
rules are to allow flexibllity in the structure of such plans
to permit the development of alternative structures in rural

areas ot the srtate in response to the needs, preferences, and
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conditiong of rural communic:zs.
New section 135.112 is created and establishes licensing

requirements for accountable health plans.

New section 135,113 defines terms used in sections 135.110
through 135.112.

Section 422.7 is amended to implement the tax credit for
individual medical savings accounts. This bill allows the
deduction of 100 percent of health insurance costs from
adjusted gross income in computing state individual income tax
and allows a deduction for amounts of contributions to a
medical care savings account. In addition, the bill allows a
deduction from adjusted gross income for the interest earned
on a medical care savings account to the extent not withdrawn.

Secticn 505.7 is amended to grant the insurance
commissioner authority to assess a health insurance purchasing
cooperative audit and examination costs.

Section 505.7 is also amended by adding a new subsection
which provides that the commissioner may assess the costs of
an audit or examination to a health insurance purchasing
cooperative in the same manner as provided for insurance
companies undetv sections 507.7 through 507.9.

Section 505.8 is amended to provide that the commissioner
is given jurisdiction to supervise all health insurance
purchasing cooperatives.

Section S09A.6, which relates to group insurance for public
employees, i1s amended to provide that a governing body may
enroll in and contract with a health insurance purchasing
cooperative.

Section 509A.16 1s amended to provide that the director of
the department of management may approve expenditures of up to
$300,000 per fiscal year, from the surplus portion of the
genera! fund portion of the employer share of the state group
1nsurance reserves not needed to fund incentive programs, for
the purposes of health reform activities. This section is
repealed July 1, 1996.
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Section $13B.2 is amended to provide that a small employer
is a person who employs not less than two and not more than S0
full-time employees. Currently, a small employer is defined
as a person who employs not less than two and not more than 25
full-time employees.

Section 513B.4 is amended to add a new subsection providing
that the premium adjustment factors contained in subsection 1
do not apply to a standard or basic health benefit plan.

Section 513B.4, subsection 2, is amended by striking
language related to the case characteristics which may be used
to adjust health insurance premiums for small groups and
inserting language that case characteristics other than family
composition and group size are not to be used by a small
employer carrier without the prior approval of the
commissioner,

Section 513B.4 is amended to add a new subsection providing
that the commissioner may by order reduce or eliminate allowed
rating bonds as provided in subsection 1 of that section.

Section 513B.37 is amended to provide that the ccmmissioner
is to determine what benefits or direct pay requirements must
be minimally included in a standard health benefit plan.

Section 513B.38 is amended to provide that the commissioner
may extend standard benefits to include preventative care
services and mental health and substance abuse treatment
covetrage.

New chapter 513C is created relating to individual health
coverage. New section 513C.1 provides the title, the
Individual Health Insurance Market Reform Act.

New section 513C.2 states the purpose of the chapter.

New section S13C.3 establishes the definitions of key terns
used in the chapter.

New section 513C.4 provides that the chapter applies to an
individual health benefit plan delivered or issued for
delivery to residents 1in this state on or after July 1, 1994.

New section 513C.5 establishes restrictions relating to
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premium rates for individual health benefit plans. Among

those factors, the carrier is not to apply gender or industry
classification rating characteristics, and experience rating
characteristics only apply when an individual who is obtaining
health coverage does not currently have qualifying coverage,
as defined in the chapter. Certain other restrictions apply
relating to the transfer of an individual into and out of a

block of business, and required disclosures relating to the
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coverage are enumerated.

1 New section 513C.6 relates to the renewal of an individual

=

health benefit plan. Such plan is renewable at the option of
the individual, except under certain enumerated circumstances.

f—
=

The section also provides that a carrier that elects not to
renew all of its individual healtn benefit plans in this state
shall be prohibited from writing new individual health benefit
plans i~ this state for a period of five years from the date
of the notice required to be provided to the commissioner of

such election,
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New section 513C.7 provides that a carrier 1ssuling
individual health benefit plans must issue such plan to an

individual applying for the plan except under certain defined
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circumstances.

New section 513C.8 provides that the commissioner 1s to
adopt rules relating to the form and level of coverage of the
basic and standard health benefit plan for the individual
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market.
New section S513C.9 establishes standards to assure fair
marketing of individual basic¢ and standard health benefit

J
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plans. Restrictions are also established relating to carrier
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and the agent concerning the marketing of such plans,
New section 513D.1 is created which establishes a

)
=

requlirement that an employer provide an employee access to
group health insurance. The employer is not required to
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financially contribute toward such insurance. The insurance
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division is given enforcement authority with respect to this
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requirement, which includes monetary penalties necessary to
cure the fallure to offer access to group coverage, as well as
charging enforcement costs to the offending employer.

New section 514C.8 is created which provides that a managed
care health plan or indemnity plan with a limited provider
network must provide patients direct access to providers
licensed under chapter 147, 148, 148A, 148C, 149, 150, 1504,
151, 152, 153, 154, 154B, or 155A. The section does not apply
1f an employer offers employees a choice of health plans,
either directly or indirectly through a health insurance
purchasing cooperative, provided that the offered choices
include at least one indemnity plan with unrestricted choice
of provider, or at least one managed care health plan or
indemnity plan with a limited provider network which provides
access as defined in this section.

New cectlon 514I.1 is created which codifies a substantial
portion of 1993 Iowa Acts, chapter 158, section 2, which
directs the lnsurance commissioner to adopt rules and a
licensing procedure for establishing a health insurance
purchasing cooperative.

The bill directs the department cof public health, 1in
cooperation with the university of Iowa medical school and the
university of osteopathic medicine and health sclences, to
develop and establish a rural primary care initiative. The
department 1s required to submit a written report to the
general assembly no later than January 9, 1995, concerning the
status of the development of the rural primary care
initilative.

The bill provides that the tax deductions established in
chapter 422 are effective on the date that similar federal
legislation 1is enacted and made effective for federal
individual income tax purposes.

The blll provides khat it is the intent of the general
assembly that health care coverage be obtained by all Iowans

cn a voluntary basis. The insurance division i1s directed to
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report annually on the percent of individuals in this state
who do not have health care coverage.

The bill directs the supreme court, in cooperation with the
department of health and the insurance division, to initiate a
study concerning medical malpractice and the development and
use of alternative medical malpractice dispute resolution
procedures and medical screening panels.

The bill directs the insurance division to review, develop,
and submit a plan for the establishment of an individual
health coverage reinsurance program. The division is also to
review, study, and make recommendations concerning the Iowa
comprehensive health insurance association established in
chapter 514E.

The bill provides that new section 513D.1 is effective
January 1, 1995.
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SENATE FILE 2222

Amend Senate File 2222 as follows:

1. Pace 4, line 7, by inserting after the wcrd
"starcards." the following: "Access standards shall
inclucde tha assessment of pronibited referrals as
provided in section 135L.1."

2. Page 6, by striking lines 15 throucgh 17 and
inserting the £ollcwing: "means a person licensed or
certcified pursuant o chapters 147 throucn 1S4, and
chapters 1543 and 1554, to provide professional ~ealtn
care services in this".

3. Page 5, line 18, by striking the word
"medical" and inse:z-ing the Zcllowing: "health".

4. Page 5, by inserting ai==zr linz 19 zh
foilowing:

"Sec. . NEW SZCTION. 135L.1 ZPRCHEISITED
REFEZERRALS AND CLAIMS FOR PAYMENT.

1. A health _zr2 prov ider shall not reiar =z
patient for the p:ov1 ion of designated healin
services to an entity in which the healtn care
provider 1s an investor or has an investment Lntersst,

2. A health care provider shall not refsr a
patient for the provision of any other health care
item or service t©C an entity in which the health zare
provider 1s an investor unless either of the folicwing
applies:

a. The provider's investment intersst is in
registersd securlties purchased on a naticnal exchange
or over-—tne-councsar market and issued by a publicly
held corporation, whose shares are traded on a

national exchange or on skhe over-the-counter marke:
and whcse tctal assets at tne end oOf the corporation's
most recent fiscal quarter exceedad f£ifty million
dollars.

b. With respect to an enti:zy other than a publicly
held corporation described in paragrapk "a", and a
referring provider's invesimen: lnterest in the
entity, hll of the Zclliowing rzguiremencs arise:

(1) Not more than fifty percent 0f the wvalue ci
the investment in:zerests are neld by investors who ars
in a position tc make referrals to the enti:zy.

{2) The terms under which an investment intersst
is offered to an investor, who Is in & positicn zc
make referrals to the entity, are no different frcm
the terms offered to investors who are not in a
pesition to make referrals.

{3y The terms under wnhich an investment interest
is offered to an investor, whc iIs in a zcsizion to
make referrals to the entity, are not relaced to :the
pravious or expected voiume of referrals from the
investor to the entity.
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{4) There is no requirement that an investor make
referrals or be In a position to make referrals to the
entity as a condition for becoming or remaining an
investor.

3. Except as provided under subsection 2, the
entity or corporation shall not loan funds to or
guarantee a loan for an investor who 1s in a pesition
to make referrals to the entity or corporation. The
investor shall not use any part of a locan obtained
through an entity or corpcration to cbtain the
investment interest.

4. Except as provided under subsection 2, the
amount distributed to an investor representing a
return on the investment interest shail be directly
proportional to the amount of the capital inves:tment,
made by the investor in the entity or corporation,
tncluding the fair market value of any preoperat-ional
services rendered.

5. A claim for payment shall no* be presented by
an entity to any individual, third-party payor, cr
other entity for a service furnished pursuant to a
referral prohibited under this section.

6. 1If an entity collects an amount that was biiled
in vioiation of this section, the entity shall refund
the amount and any interest or late fee assessed on a
timely basis to the payor or individual as applicable.

7. Any person that presents or causes to be
presented a bill or a claim for service that the
person knows cr should know is for a service fcr which
payment may not be made under subsection 5, or for
which a refund has not been made under subsection 6,
is subject to a civil penalty of not more than fifteen
thousand dollars for each service, to be impcosed and
collected by the appropriate board.

8. Any health care provider or other entity that
enters into an arrangement or scheme, such as a cross-
referral arrangement, which the physician or entity
knows or should know has a principal purpose cf
assuring referrals by the physician to a particular
entity which, if the physician directly made referrals
to the entity, would be in viclation of this section,
1s subject to a civil penalty of not more than one
hundred thousand dollars for each circumvention
arrangement or scheme, to be imposed and collected by
the appropriate board or boards.

9. A health care provider or any provider of
health care services shall not offer, pay, solicit, or
receive a kickback, directly or indirectly, overtly or
covertly, in the form of cash, consulting fees, wages,
or 1n kind, for referring or soliciting patients.

S5-5136 -2-
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fees among the bealub care Dro;e:sxonals decermi:
contract necessary to defray their Joint cper atin
costs.

12. 1In addition to any other penality or
disciplinary action taken u“ce" this secticn, @
care provider who viclates this section shall

any iavestment interes: wnich has resulted
violation of this secticn.

13, This section shall not apply to &
provider or other provicder of health care

ocated in rural areas of the state as de
cepa:tnen~ of public health.”

5., By renumbering as, necessary.

By JIM RIORDAN
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SENATE FILE 2222

S-5120
Amend Serate File 2222 as fol.ows:
. Page 24, line 3, by striking the figure
inserting the fclliowing: "gn,
2. Page 24, line 10, DY striking the I
and inserting the following: "&".
3. Fage 24, iine 14, by s:triking
and inserting the folliowing: "10".
4. Page 24, line 19,
and inserting the following:
5. Page 24, line 26, i rriking the words an'
figures "5 or section 6" ai i ting the folilowing:
"g or secticn 10".
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§-5120 FILED MARCH 9, 1994




SENATE FILE 2222

S-5068

Amend Senate File 2222 as follows:

1. Page 9, line 7, by striking the word

3 "subsections" and inserting the following:

4 "subsection”.

5 2. Page 9, by striking lines 20 tnrough 24.

5%1%24,/ By ELAINE SZYMONIAK
Cooel

S-5068“ FILED MARCH 3, 1994

SENATE FILE 2222
S-5086
1 Amend Senate File 2222 as follows:
2 1. Page 6, line 17, by inserting after the figure
3 "1554a," the following: "or a home care services
4 program certified under Title XVIII or XIX of the
5 federal Social Security Act or a home care services
6 program under contract with the department of public
7 health,”".

By ELAINE SZYMONIAK
gut-y ool

§-5086 FILED MARCH 7, 1994

SENATE FILE 2222

S-5087
1 . Amend Senate File 2222 as follows:
2 1. Page 2, by inserting after line 18 the
‘ollowing:
"Sec. . NEW SECTION. 135.63A EXEMPETION FRCM
S CERTIFICATE QF NEED. .
6 This division does not apply to a health care

7 provider or an ianstitutional health facility which
8 receives fifty percent or more of its revenue under a
9 capitated payment system."
10 2. By renumbering as necessary.
By ELAINE SZYMONIAX

S-5087 "'FILED MARCE 7, 1894 -
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SENATE PILE 2222
§-5157
1 Amend the amendment, $-5152, to Senate File 2222,
2 as follows:
3 1. Page 17, by inserting after line 48 the
following:
"Sec. . NEW SECTION. S514C.9 SERVICES PROVIDED
BY LICENSED PHYSICIAN ASSISTANTS, ADVANCED REGISTERED
NURSE PRACTITIONERS, AND PODIATRISTS.
A policy, contract, or plan providing for third-
party payment or prepayment of health or medical
expenses shall include a provision for the payment of
necessary medical or surgical care and treatment
provided by a physician assistant licensed pursuant to
chapter 148C, an advanced reglstered nurse
practitioner licensed pursuant to chapter 152, or a
podiatrist licensed pursuant to chapter 149, if
performed within the scope of the physician
assistant's license, the advanced registered nurse
practitioner's license, or the podiatrist's license
and the policy, contract, or plan would pay for the
care and treatment if the care and treatment were
provided by a person engaged in the practice of
medicine or surgery as licensed under chapter 148 or
150A. The policy, contract, or plan shall provide
that insureds or enrollees under the policy, contract,
or plan may reject the coverage for services which may
be provided by a licensed phvsician assistant,
licensed advanced registered nurse practitioner, or
licensed podiatrist if the coverage is rejected for
all providers of similar services. The terms and
30 conditions under which physicilan assistant, advanced
3L nurse practitioner, or podiatrist services are
32 compensated shall not contain practice or supervision
33 restrictions in addition to those already imposed by
34 law. This section applies to services provided under
35 a policy, contract, or plan issued on or after July 1,
36 1994, and to an existing group policy, contract, or
37 plan on the policy’s, contract's, or plan's
38 anniversary or renewal date, or upon the expiration of
39 the applicable collective bargaining contract, if any,
40 whichever 1s later. Notwithstanding section 514C.6,
41 this section does not apply to enrollees eligible for
42 coverage under Title XVIII of the Social Security Act
43 or any other similar coverage under a state or federal
44 government plan."
45 2. By renumbering as necessary.
By JIM RIQORDAN PATTY JUDGE

ROBERT E. DVORSKY JOHN W. JENSEN

S-5157 FILED MARCH 10, 1994
LOST
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SENATE FILE 2222

S5-5159

—
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Ameré zhe amendment, $-5152, to Senate File 2222 as
follows:

1. Page 7, line 6, by inserting after the word
"shall" the following: ™, with the concurrence of the
board of the Iowa small employer health reinsurance
program established in section S13B.13,".

2. Page 11, line 33, by inserting after cthe word
"shall" the following: ", with the concurrence of the
bpoard of the Iowa individual health benefit
reinsurance association established in section
513C.i0,".

3. Page 18, by s:riking line 47 and inserting the
following: "conduct all meetings of the bcard

pursuant to chapter 2i."
By MICHAEL E, GRONSTAL

5-5159 FILED MARCE 1§, 1994
ADOPTED

SENATE FILE 2222

5-5160

Amend the amendmen:t, S$-5152, to Senate File 2222 as
foliows: )

z Page 19, by striking lines 39 through 48 and
inserting the follcwing:

"Sec. . HEALTH INSURANCE COST DEDUCTION.
Section 7 of this Act takes effect upon enactment and

applilies retroactively to January 1, 1994, for tax
vyears beginning on or after that date."

BERL E. PRIEBE * JIM RICRDAN

H. KAY HEDGE JOHUN P. KIBBIE
EMIL J. HUSAK

S-5160 FILED MARCH 10, 1994
ADOPTED
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SENATE FILE 2222

§-5152

9.

29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

Amend Senate File 2222 as follows:

1. By striking everything after the enacting
clause and inserting the following:

"Section 1. INTENT AND FINDINGS. It is the intent
of the general assembly that any significant health
care reform must recognize the essential requirement
that rural Yowa rnust have access to the benefits of
affordable, accessible, and quality health care.
Reform of the health care system in Iowa 1is not
complete unless there is developed a strategy to
address the needs of rural Iowa with subsequent
implementation of a ccmprehensive system to meet those
needs. Rurai Towans must be provided the same access
to the best quality madical care avallable as Iowans
residing in urban areas. The ability of hospitals and
rural health clinics to access the state's fiber optic
network 1s imperative. The complete use of the skills
of all health care providers is essential to address
the lack of access to primary care. New innovative
initiatives for the delivery of care by rural
hospitals and clinics must be encouraged.

The general assembly finds that given the rural
bias inherent in the medicare system for hospital
inpatient reimbursement, and the shortage of a number
of important primary care preoviders, the challenges
for health care reform in rural Iowa are significant.
However, the general assembly believes that efforts to
reform health care in Iowa coupled with the
initiatives from the federal level offer a new
opportunity to provide quality health care to rural
Iowa. The general assembly finds that policymakers
must seize thils opportunity to ensure that rural
Iowans will receive all the benefits of health care
reform.

Sec. 2. Section 8.6, Code 1993, is amended by
adding the following new subsection:

NEW SUBSECTION. 16. HEALTH ACCOUNTING SYSTEM. To
establish a statewide health accounting system in
coordination with the department of public health, the
department of human services, the department of elder
affairs, the department of employment services, and
the insurance division of the department of commerce.
The department of management shall have access to all
data, as deemed by the department to be necessary, in
electronic format from the community health management
information system established in chapter 244C.

Sec. 3. NEW SECTION. 13%.110 ACCOUNTABLE HEALTH
PLAN DEFINED.

An accountable health plan is an entity which does
all of the following:

5-5152 -1-




SENATE CLIP SHEET MARCH 14, 1994

5-5152

- 18 respeonsible for delivering the fuil range of
health care services covered under a standard health
berefit plan as established in chapter 313B.

3. Meets established solvency standards and
complies with established underwriting standargds,
including mcdified community rating methods, for ail
beneficiaries served.

4. TIs accountable tc the public for the cost,
quality, and access of the services which the
accountable health plan provides and Zor the effects
of its services on the health of those who are
provided such services.

5. Is eligible for operation based on financial,
guallity of care, and structural cualifications.

6. Satisfies data reporting and collection
standards.,

Sec. 4. NEW SECTION. 135.111 RULES.

1. The director shall adopt rules relating to the
establishment and regulation of accountable health
plans. The rules shall allow significant filexibilirey
in the structure and organization of an accountable
nealth plan, including the flexibility to permit
alterrnative structures for accountable health plans
developed in rural areas of the state in response to
the needs, preferences, and conditions of rural
communities. Such plans shall utilize, to the
greatest extent possible, existing health care
providers and hospitals.

2. Rules adopted pursuant Lo this section shall
include, at a minimum, all &f the following:

a. Procedures for licensing accountable healith
plans as provided in section 135.112, :

b. Procedures to sanction cooperative arrangements
involving health care providers cor purchasers in
forming an accountable health plan, upon a findirg by
the director that the arrangement will-improve
quality, access, or affordability of health care, but
which arrangement might be a viclation of antitrust
laws if undertaken without government direction and
approval.

€. Procedures to assure ongcing supervision of
arrangements sanctioned under paragraph "b" in order
to assure that the arrangements do in fact improve the
quality, access, or affordabiiity of health care. The
sanctioning of any arrangement by the director may be
withdrawn on a prospective basis at the discretion of
the director if necessary to enforce the intent to
improve quality, access, or affordability.

d. Standards applicable to the plan of cperation
§-5152 -2-
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5-5152
Page 3
1 of an accountable health plan and which must be met
2 for licensure of the plan. Such standards shall
3 include standards related to the quality of health
4 care provided.
S e. A requirement that a plan of operation include
6 quaranteed access and rating practices no more
7 restrictive than those required in the applicabie
8 state-regulated insurance market segment.
9 f. Procedures to collect information, directly or
10 by other means as determined by the department, (rom
11 the accountable health plan for purposes of monitoring
12 quality, cost, and access stardards. The department
13 may access data collected through the community health
14 management informaticn system for purposes of
15 implementing this chapter at a cost not to exceed the
16 actual costs of reproducing the information for the
17 division.
18 g. A method or methods to faclilitate and encourage
19 the appropriate provision of services by midlievel
20 health care practitioners and allied health care
21 practitioners.
22 h. Procedures to assure that all health carriers,
23 1i1ncluding health maintenance organizations, insurers,
24 and nonprofit health service plan corporations are
25 subject to the same rules, to the extent the health
26 carrler is operating an accountable health plan or is
7 a participating entity 1in an accountable health plan.
68 1. Solvency standards to assure an accountable
29 health plan's ability to deliver required services.
30 The director may enter into an agreement with the
31 insurance division of the department of commerce to
32 conduct such solvency oversight. The insurance
33 division shall assess the costs of a solvency
34 examination against the entity being examined in the
35 same manner and on the same terms as provided for
36 insurance companies under section 505.7.
37 j. Publication and dissemination of statewide and
38 localized expenditure targets relevant to each
39 accountable health plan, as appropriate.
40 k. Provide for the identification of essential
41 community providers within the service area of each
42 accountable health pian. "Essential community
43 providers" means those health care providing
44 organizations which the director deems to be vital to
45 a local health care delivery system to ensure that all
46 citizens of this state have reasonable access to
47 health care. Accountable heslth plans must establish
48 working relationships with essential community
49 providers and include them within the plan's plian of
50 operation in delivering health care within the plan's
$-5152 -3-
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July 1, 1399.

I. Provisions for

MARCH 14,

the idertification

1994

This paragraph is repealed effective

cf market

areas to be serviced by each accountable health plan.
Rules developed pursuant to this paragraph shall

promote expansion of acccuntable health plans

inte alil

gecgraphic areas of the state.

m.

The director shall make, or cause to be made,

inspections as the director deenms necessary in crdéer
to determine compliance with secticn 135.110, this
section, ard sections 135.112 and 135.113, and

applicable rules.

3. This secticn and
section are intended to
antitrust law under the
exemption.

Sec. 5,

1.

NEW SECTION.

unless the plan is licensed by the department.

director shall adopt rules

135.111 establishing a licensing procedure.

shall not be issued by the

135.112
An accountable health plan shall nct ocperate

rules adopted pursuant to this
provide immunity from federail
state acticen doctrine

LICENSING REQUIRED.
The

as provided in sectioan

A licernse
department uniess the

director finds that the accountable health plan
satisfies, at a minimum, all of the following:

a.

Trhe ablility to be responsible for the Fulil

continuum ¢f required health care and related costs

for the defined population
plan will serve.
b. Financial solvency.
c.

that the accountable healthn

The ability toc satisfy established standards

related to the quality of care provided.

é.

The ability to fully comply with the provisions

of this section and all applicable rules.

2.

The department shall establish by rule a

reasonable filing fee to be submitted witn a iicense

application and each renewal application.

shall be renewed annually.
k¢ this section expires on
vear for which the license
by the department shall be
to offset costs associated
this chapter.

3.
licensed as a nonprofit or

Sec. 6. NEW SECTION.

135.:13

A license
A license -issued pursuant
December 31 of the calendar
was granted. Fees received
retained by the department
with the administration of

An accountable health pian may be organized and

for-profit plan.
DEFINITIONS.

For purposes of sections 135.110 througn 135.112,
unless the context otherwise requires;

1.
2.

"Hospital" means as

defined 1in section 1358.1.

"Health care provider"” or "provider” or

"practitioner" means a person licensed or certified

5152 -4~




SENATE CLIP SHEET MARCH 14, 1994 Page 31

$-5152
Page 5

1 pursuant to chapter 148, 148A, 148B, 148C, 149, 150,

2 15¢a, 151, 152, 152A, 153, 154, 154B, o©or 155A, to
provide prcfessional health care services in this
state to an individual during the individual's medical

care, treatment, or confinement.

Sec. 7. Section 422.7, Code Supplement 1993, is
amended by adding the following new subsection:

NEW SUBSECTION. 29. Subtract, to the extent not
otherwise deducted in computing adjusted gross income,
the amounts pald by the taxpayer for the purchase of
11 health insurance for the taxpayer or taxpayer's spouse
12 or dependent.

S WP~ A e

13 Sec. 8. Section 505.7, subsection 1, Code
14 Supplement 1993, is amended to read as follows:
15 1. All fees and charges which are required by law

16 to be paid by insurance companies, and associations,
17 and other regulated entities shall be payable to the
18 commissioner of the insurance division of the

19 department of commerce or department of revenue and

20 finance, as provided by law, whose duty it shall be to
2l account for and pay over the same to the treasurer of
22 state at the time and in the manner provided by law

23 for deposit in the gereral fund of the state.

24 Sec. 9. Section 505.7, Code Supplement 1993, is
25 amended by adding the following new subsection:
26 NEW SUBSECTION. 8. The commissioner may assess

8 insurance purchasing cooperative authorized under

9 section S514I.1, in the same manner as provided for

30 insurance companies under sections 507.7 througn

31 507.9, and may establish by rule reasonable filing

32 fees to fund the cost of regulatory oversight.

33 Sec., 10. Section 505.8, Code 1993, 1is amended by
34 adding the following new subsection:

35 NEW SUBSECTIQN. 6. The commissioner shail

36 supervise all health insurance purchasing cooperatives
37 providing services or operating within the state and
38 the organization of domestic cooperatives. The

39 commissioner may admit nondcmestic health insurance
40 purchasing cooperatives uncder the same standards as
41 domestic cooperatives. Health insurance purchasing
42 cooperatives are subject to rules adopted by the

43 commissioner pursuant to section 514I.1.

44 Sec. 11. Section 509A.6, Code 1993, is amended by
45 adding the following new unnumbered paragraph:

46 NEW UNNUMBERED PARAGRAPH. The governing body may
47 also enroll in and contract with a health insurance
48 purchasing cooperative authc¢rized pursuant to section

‘7 the costs of an audit or examination to a health

49 S51471.1.
50 Sec. 12. Section 513B.2, subsection 12, unnumbered
5-5152 -5~
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§-5152
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1 paragraph 1, Code Supplement 1993, is amended to read
as follows:

"Late enrollee" means an eligible employee or
dependent who requests enrollment in a health benefit
plan of a small empioyer following the initial
enrollment period for which such individual is
entitled to enroll under the terms of the healtn
benefit plan, provided the initial enrollment period
is a period of at least thirty one hundred eignhty
days. An eligible employee or dependent shall not be
considered a late enrollee 1f any of the following
apply:

Sec. 13. Section 513B.2, subsection 12, paragraph
a, subparagraph (3), Code Supplement 1993, is amended
to read as follows:

(3) The individual requests enrollment within
thirty one hundred eighty days after termination of
the qualifying previous coverage.

Sec. 14. Section 513B.2, subsection 12, paragraph
¢, Code Supplement 1993, 1s amended to read as
follows:

¢. A court has ordered that coverage be provided
for a spouse or minor or dependent child under a
covered employee's health benefit plan and the request
for enrollment is made within thtréy one hundred
eighty days after issuance of the court order,

Sec. 15. Section 513B.2, subsection 16, Ccode
Supplement 1993, is amended to read as follows:

16. "Small employer" means a person actively
engaged in business who, on at least fifty percent of
the employer's working days “*during the preceding year,
employed not less than two and not more than ewenty-
£+ve fifty full-time equivalent eligible employees.
In determining the number of eligible employees,
companies which are affiliated companies or which are
eligible to file a combined tax return for purposes of
state taxation are considered one employer.

Sec. 16. Section 513B.4, Code Supplement 1993, is
amended by adding the follocwing new subsection:

NEW SUBSECTION. 1A. Notwithstanding subsection 1,
there shall be no variance in premium rates for a
basic or standard benefit plan offered pursuant to
this chapter for any of the factors as provided for in
subsection 1.

Sec. 17. Section 513B.4, subsection 2, unnumbered
paragraph 2, Code Supplement 1993, is amended by
striking the paragraph and inserting in lieu thereof
the following:

Case characteristics other than family composition
and group size shall not be used by a small employer

S-5152 -6-
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5-5152
Page 7
1

9:

31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

carrier without the pricr approval of tne
commissioner.

Sec. 18. Section 513B.4, Code Supplement 1993, 1is
amencded by adding the following new subsection:

NEW SUBSECTION. 5. Notwithstanding subsection 1,
the commissioner shall by order reduce or eliminate
the allowed rating bands provided under subsection 1,
paragraphs "a", "b", and "c¢", or otherwise limit or
eliminate the use of experience rating.

Sec. 19. Section 513B.10, subsection 3, paragraph
a, unnumbered paragraph 1, Code Supplement 1993, is
amended to read as follows:

The plan shall nct deny, exciude, or limit
benefits for a covered individual for losses incurred
more than twelve six months following the effectlve
date of the individual's coverage due to a preexisting
condition. A health benefit plan shall not define a
preexisting condition more restrictively than the
following:

Sec. 20. Section 513B.37, subsection 1, paragraph
a, Code Supplement 1993, is amended to read as
follows:

a. What benefits or direct pay requirements must
be minimally included in a basic or standard benefit
coverage policy or subscription contract.

Sec. 21. Section 513B.38, Code Supplement 1993, is
amendeé by adding the following new subsections:

NEW SUBSECTION. 4. Upon the determination of the
commissioner pursuant to section 513B.37, subsection
1, paragraph “a", to include expanded preventative
care services and mental health and substance abuse
treatment coverage, the commissioner shall do all of
the following:

a. Adopt by rule, with all due diligence,
requirements for the provision of expanded coverage
for benefits for expanded preventative care services.

b. Adopt by rule, with all due diligence,
requirements for the provision of coverage for
benefits for mental health and substance abuse
services, which shall be on the same terms and
conditions as such coverage is provided for other
illnesses and diseases.

NEW SUBSECTION. 5. A policy of accident and
sickness insurance, a health maintenance organization
contract, an accountable health plan contract, or
other policy of health insurance shall not provide a
lifetime maximum limit of coverage.

Sec. 22. NEW SECTION. 513C.1 SHORT TITLE.

This chapter shall be known and may be cited as the
"“Individual Health Insurance Market Reform Act".

5-5152 -7-
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Sec. 23. NEW SECTION. 513C.2 PURPOSE.

The purpose and intent of this chapter is to
promote tne2 availability of health insurance coverage
to individuals regardiess of their health status or
claims experience, to prevent abusive rating
practices, t¢ require disclosure of rating practices
L0 purchasers, to establish rules regarding the
renewal of coverage, to establish limitations on the
use of preexisting condition exclusions, to provide
for the development of a core group of basic or
standard health benefits to be offered to all
individuals, and to imprcve the overall fairness and
efficiency of the individual health insurance market.

Sec. 24. NIW SECTION. 513C.3 DEFINITIONS.

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

1. "Actuarial certification"” means a written
statement by a member of the American academy of
actuaries or other individual acceptable to :h
commissioner that an individual carrier is in
compliance with the provision of section 513C.S which
1s based upon the actuary's or individual's
examination, including a review of the appropriate
records and the actuarial assumptions and methods used
by the carrier in establishing premium rates for
applicable individual heaith benefit plans.

2. "Affiliate" or "affiliated" means any entity or
person who directly or indirectly througnh one or more
intermediaries, controls or is controlled by, or is
under common control with, a specified entity or
person. -

3. "Basic or standard health benefit pian" means
the core group of health benefits developed pursuant
to section 513C.8.

4. "Block of business" means all the individuals
insured under the same individual health benefit plan.

5. "Carrier" means any entity that-provides
individual health benefit plans in this state. For
purposes of this chapter, carrier includes an
insurance company, a group hospital or medical service
corporation, a fraternal benefit society, a health
maintenance organization, an accountable health plan,
and any other entity providing an individual plan of
health insurance or health benefits subject to state
insurance regulation.

6. "Commissioner" means the commissioner of
insurance,

7. "Eligible individual" means an individual who
1s a resident of this state and who either has
qualifying existing coverage or has had qualifying
S-5152 -8-
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- 1 existing coverage within the immediately preceding one
hundred eighty days, or an individual who has had a
qualifying event occur within the immediately
preceding one hundred eighty days.

8. "Established service area" means a geographic
area, as approved by the commissioner and based upon
the carrier's certificate of authority to transact
insurance in this state, within which the carrier 1is
authorized to provide coverage.

9. "Filed rate" means, for a rating period related
to each block of business, the rate charged to all
individuals with similar rating characteristics for
individual health benefit plans.

10. "Individual health benefit plan" means any
hospital or medical expense incurred policy or
certificate, hospital or medical service plan, oOr
health maintenance organization subscriber ccntract
sold to an individual, or any discretionary group
rrust or association policy providing hospital or
medical expense incurred coverage to individuals.
Individual health benefit plan does not include a
self-insured group health plan, a self-insured
multiple employer group health plan, a group
conversion plan, an insured group health plan,
accident-only, specified disease, short~term hospital
or medical, hospital confinement indemnity, credit,
dental, vision, medicare supplement, long-term care,
or disability income insurance coverage, coverage
issued as a supplement to liability insurance,

30 workers' compensation or similar insurance, Or

31 automobile medical payment insurance.

32 11. "Premium" means all moneys paid by an

33 individual and eligible dependents as a condition of
34 receiving coverage from a carrier, including any fees
35 or other contributions associated with an individual
36 health benefit plan.

37 12. "Qualifying event” means any of the following:
38 a. Loss of eligibility for medical assistance

39 provided pursuant to chapter 249A or medicare coverage
40 provided pursuant to Title XVIII of the federal Social
41 Securlty Act.

42 b. Loss or change of dependent status under

43 qualifying previous coverage.

44 c. The attainment by an individual of the age of
45 majority.

46 13. "Qualifying existing coverage" or "qualifying
47 previous coverage" means benefits or coverage provided
48 under either of the following:
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49 a. Any group health insurance that provides
50 benefits similar to or exceeding benefits provided
§-5152 -9-




SENATE CLIP SHEET MARCH 14, 1994

§-5152
Page 10

[l

O W 00~ O U e L) B

I

under the standard health benefit plan, provided that
such policy has been in effect for a period of at
least one vyear. .

b. An Individual health insurance benefit plan,
including coverage provided under a health maintenance
organization contract, a hospital or medical service
plan contract, or a fraternal benefit society
contract, that provides benefits similar to or
exceeding the benefits provided under the standard
health benefit plan, provided that such policy has
been in effect for a period of at least one year.

14, "Rating characteristics" means demographic or
other objective characteristics of individuals which
are considered by the carrier in the determination of
premium rates for the individuals and which are
approved by the commissioner.

15. "Rating period” means the period for which
premium zates estarlished by a carrier are in effect,.

16. "Restricted network provisicon" means a
provision of an individual health benefit plan that
conditions the payment of benefits, in whole or in
part, on the use of health care providers that have
entered into a contractual arrangement with the
carrier to provide health care services tc covered
individuals.

Sec. 25. NEW SECTION. S513C.4 APPLICABILITY AND
SCOPE.

This chapter applies toc an individual health
benefit plan delivered or issued for delivery to
residents of this state on or after July 1, 1994.

1. Except as provided is subsection 2, for
purposes of this chapter, carriers that are affiliated
companies or that are eligible to file a consclidated
tax return shall be treated as one carrier and any
restrictions or limitations imposed by this chapter
shall apply as if 21l individual health benefit plans
delivered or issued for delivery to regidents of this
state by such affiliated carriers were issued by one
carrier.

2. An affiliated carrier that is a nealth
maintenance organization having a certificate of
authority under section 513C.5 shall be considered to
be a separate carrier for the purposes of this
chapter.

Sec. 26. NEW SECTION. 513C.5 RESTRICTIONS
RELATING TO PREMIUM RATES.

1. Premium rates for any block of individual
health benefii plan business issued on or after July
1, 1994, by a carrier subject to this chapter are
subject to the composite effect of all of the

5-5152 -10-
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following:

a. After making actuarial adjustments based upon
benefit design and rating characteristics, the filed
rate for any block of business shall not exceed the
filed rate for any other block of business by more
than twenty percent.

b. The filed rate for any block of business shall
not exceed the filed rate for any other block of
business by more than thirty percent due to factors
relating to rating characteristics.

¢. The carrier shall not apply gender or industry
classification rating characteristics.

d. Experience rating characteristics other than
family composition and group size shall not be used by
a carrier without the prior approval of the
commissioner.

e. Premium rates for individual health benefit
plans shall compiv with the requirements of tnils
section notwithstanding any assessments paid or
pavable by the carrier pursuant to any reinsurance
program or risk adjustment mechanism,

f. An adjustment, not to exceed fifteen percent
annually due to the claim experience or health status
of a block of business.

g. For purposes of this subsection, an individuail
health benefit plan that contains a restricted network
provision shall not be considered similar coverage to
an individual heaith benefit plan that does not
contain such a provision, provided that the
differential in payments made to network providers
results in substantial differences in claim costs.

2. Notwithstanding subsection 1, the commissioconer
shall by order reduce or eliminate the allowed rating
bands provided under subsection 1, paragraphs "a",
"b", "c¢", and "g", or otherwise limit or eliminate the
use of experience rating.

3. A carrier shall not transfer an individual
involuntarily into or out of a block of business.

4. The commissioner may suspend for a specified
period the application of subsection 1, paragraph "a"
as to the premium rates applicable to one or more
blocks of business of a carrier for one or more rating
periods upon a filing by the carrier requesting the
suspension and a finding by the commissioner that the
suspension 1s reasonable in light of the financial
condition of the carrier.

S. A carrier shall make a reasonable disclosure at
the time of the offering for sale of any individual
health benefit plan of all of the following:

a. The extent to which premium rates for a

5-5152 -11-
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specified individual are established or adjusted based
upon rating characteristics.

b. The carrier's right to change premium rates,
and the factors, other than claim experience, that
affect changes in premium rates.

¢c. The provisions relating to the renewal of
policies and contracts.

d. Any provisions relating to any preexisting
condition.

e. All plans offered by the carrier, the prices of
such plans, and the availability of such plans to the
individual.

6. A carrier shall maintaln at its principal place
of business a complete and detailed description of 1its
rating practices, including information and
documentation that demonsitrate that its rating methods
and practices are based upon commcnly acceptecd
actuarial assumptions ané are in accordance with sound
actuarial principles.

7. A carrier shall file with the commissioner
annually on or before March 15, an actuarial
certification certifying that the carrier is Iin
compliance with this chapter and that the rating
methods cf£ the carrier are actuarially sound. The
certification shall be in a form and manner and shall
contain information as specified by the commissioner.
A copy of the certification shall be retained by the
carrier at its principal place of business. Rate
adjustments made in order to comply with this section
are exempt from loss ratio requirements.

8. A carrier shall! make:the information and
documentation maintained pursuant to subsection 5
available to the commissioner upon request. The
information and documentation shall be considered
proprietary and trade secret iaformation and shall not
be subject to disclosure by the commissioner to
persons outside of the division except._.as agreed to by
the carrier or as ordered by a court of competent
jurisdiction.

Sec. 27. NEW SECTION. 513C.6 RENEWAL OF
COVERAGE. '

1. An individual health benefit plan is renewable
at the option of the individual, except 1n any of the
following cases:

a. Nonpayment of the required premiums.

b. Fraud or misrepresentation.

¢. The insured individual becomes eligible for
medicare coverage under Title XVIII of the federal
Social Security Act.

d. The carrier elects not to renew all of Iits

S-5152 1a-
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individual health benefit plans in the state. In such

2 case, the carrier shall provide notice of the decision

not to rerew coverage to all affected individuals and
to the commissioner in each state in which an affected
insured individual is known to reside at least ninety
days prior to the nonrenewal of the health benefit
plan by the carrier. Notice to the commissioner under
the paragraph shall be provided at least three working
days prior to the notice to the affected individuals.

e. The commissioner finds that the continuation of
the coverage would not be in the best interests of the
policyholders or certificate holders, or would impair
the carrier's ability to meet its contractual
obligations.

2. B carrier that elects not to renew all of its
individual health benefit plans in this state shall be
prohibited from writing new individual health benefit
plans in this state for a period of five years from
the date of the notice to the commissioner.

3. With respect to a carrier doing business in an
established geographic service area of the state, this
section applies only to the carrier's operations in
the service area.

Sec. 28. NEW SECTION. 513C.7 AVAILABILITY OF
COVERAGE.

1. A carrier issuing an individual health benefit
plan in this state shall issue a basic or standard
health benefit plan to an eligible individual who
applies for a plan and agrees to make the required
premium payments and to satisfy other reasonable
provisions of the basic or standard health benefit
plan. An insurer is not required to issue a basic or
standard health benefit plan to an individual who
meets any of the following criteria:

a. The individual is covered or is eligible for
coverage under a health benefit plan provided by the
individual's employer.

b. An eligible individual who does not apply for a
basic or standard health benefit plan within one
hundred eighty days of a qualifying event or within
one hundred eighty days upon becoming ineligible for
gualifying existing coverage.

¢. The individual is covered or is eligible for
any continued group coverage under section 4980b of
the Internal Revenue Code, sections 601 through 608 of
the federal Employee Retirement Income Security Act of
1974, sections 2201 through 2208 of the federal Public
Health Service Act, or any state-required continued
group coverage. For purposes of this subsection, an
individual who would have been eligible for such
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continuation of coverage, but is not eligible solely
because the individual or other responsible party
failed to make the required coverage election during
the applicable time period, is deemed to be eligible
for such group coverage urtil the date on which the
individual's continuing group coverage would have
expired had an election been made.

2. A carrier shall issue the basic or standard
health insurance benefit plan to an individual
currentiy covered by an underwritten benefit pian
issued by that carrier at the option of the
individual. This option must be exercised within onre
hundred eighty days of notificaticn of a prenmium rate
increase applicable to tne underwritten benefit plan.

3. A carrier shall file with the commissioner, in
a form and manner prescribed by the ccmmissioner, the
basic or standard health benefit plan to be used by
the carrier. A pasic or standard health benefit plan
filled pursuant to this subsection may be used by a
carrier beginning thirty days after it is filed unless
the commissioner disapproves of its use.

The commissioner may at any time, after providing
notice and an opportunity for a hearing tc the
carrier, disapprove the continued use by a carrier of
2 basic or standard health benefit plan on the grounds
that the plan does not meet the requirements of this
chapter.

4. a. The individual basic or standard health
penefit plan shall not deny, exclude, or limit
benefits for a covered individual for losses incurred
more than six months following the effective date of
the individual's coverage due to a preexisting
condition. A preexisting condition shall not be ,
defined more restrictively than any of the following:

(1) A condition that would cause an ordinarily
prudent person to seek medical advice, diagnosis,
care, or treatment during the six months immediately
preceding the effective date of coverage.

{2) A condition for which medical advice,
diagnesis, care, or treatment was recommended or
received during the six monthe immediately preceding
the effective date of coverage,

(3) A pregnancy existing on the effective date of
coverage.

b. A carrier shall waive any time period
applicable to a preexisting condition exclusicn or
limitation period with respect to particular services
in an individual nealtn benefit plan for the period of
time an individual was previously covered by
qualifying previous coverage that provided benefits

S-5152 Zla-
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with respect to such services, provided that the
qualifying previcus coverage was continuous to a date
not more than one hundred eignhty days prior to the
effective date of the new coverage.

S. A carrier is required to offer coverage or
accept applications pursuant to subsection 1 from any
individual residing in the carrier's established
geographic access area.

6. A carrier shall not modify a basic or standard
health benefit plan with respect to an individual or
dependent through riders, endorsements, or other means
to restrict or exciude coverage for certain diseases
or medical conditions otherwise covered by the health
benefit plan.

Sec. 29. NEW SECTION. 513C.8 HEALTH BENEFIT
PLAN STANDARDS. -

The commissioner shall adopt by rule the form and
level of coverage of the basic health benefit plan and
the standard health benefit plan for the individual
market which shall be the same as provided for under
chapter 513B with respect to small group coverage.

Sec. 30. NEW SECTION. 513C.9 STANDARDS TO ASSURE
FAIR MARKETING.

1. A carrier issuing individual health benefit
plans in this state shall make available the basic or
standard health benefit plan to residents of this
state., If a carrier denies other individual health
benefit plan coverage to an eligible individual on the
basis of the health status or claims experience of the
eligible individual, or the individual's dependents,
the carrier shall offer the individual the opportunity
to purchase a basic or standard health benefit plan.

2. A carrier or an agent shall not do either of
the following:

a. Encourage or direct individuals to refrain from
filing an application for coverage with the carrier
because of the health status, claims experience,
industry occupation, or geographic location of the
individuals.

b. Encourage or direct individuals to seek
coverage from another carrier because of the health
status, claims experience, industry occupation, or
geographic location of the individuals.

3. Subsection 2, paragraph "a", shall not apply
with respect to information provided by a carrier or
an agent to an individual regarding the established
geographic service area of the carrier or the
restricted network provision of the carrier.

4. A carrier shall not, directly or indirectly.
enter into any contract, agreement, or arrangement
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1 with an agent that provides Zor, or results in, the .
compensaticn paid to an agent for a sale of a basic or ‘
standard health berefit plan to vary because of the

nealth status or permitted rating characteristics of

the individual or the individual's dependents.

5. Subsectiorn &4 dees not apply with respect to the
compensaticn paid¢ to ar agent on the basis of
percentage of premium, provided that the percentage
shall not vary because of the health status or cther
permitted rating characteristics of the individual or
the individual's devendents.

6. Denial by a carrier of an applicaticn for
coverage from an individual shall be in writing ang
shall state the reascn or reasons for the denial.

7. A violation of this section by a carrier cr an
agent is an unfair trade practice under chapter 507B.

8. 1If a carrier enters intc a contract, agreement,
or other arrangement with a third-party administrator
to provide administrative, marketing, or other
services related to the offering of individual health
benefit plars in this state, the third-party
administrator is subject to this section as if it were
a carriler.

Sec. 31. NEW SECTION. 513D.1 EMPLOYER REQUIRED
TO PROVIDE ACCESS TO HEALTHE CARE COVERAGE --PENALTIES.

1. &An employer doing business within this state
shall offer each enmployee, at a minimum, meaningful
access to health insurance. The requirement contained
in this section may be satisfied by offering the
following: .

a. Health care coverage through an insurer or
health maintenance crganization authorized to dc
business in this state.

b. Enzollment in an Iowa-licensed health insurance
purchasing cooperative. A cooperative may require
payroll deduction of employee contributicons and direct
deposit of premium payments to the account of the
cooperative.

c. Access to health benefits trnrough a healtn
benefits plan qualified under the federal Empioyee
Retirement Income Security Act of 1974, if the
employer is self-insured.

2. An employer is not required to financially
contribute toward the employee's health plan.

3. A violation of this section may be reported to
the consumer and legal affairs bureau in the 1nsurance
division. The division may issue, upcn a finding that
an employer has failed to offer an employee access to
health insurance, anv of the fcllowing:

a. A cease and desist order instructing the
S-5152 -16-
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Q employer to cure the failure and desist from future
violations of this section.

b. An order requiring an employer who has
previously been the subject of a cease and desist
order to pay an employee's reasonable health insurance
premiums necessary to prevent or cure a lapse in
health care coverage arising out of the employer's
failure to offer as required.

€. An order upon the employer assessing the
reasonable costs of the division's investigation and
enforcement action.

12 Sec. 32. NEW SECTION. 514C.8 PROVIDER ACCESS

13 UNDER MANAGED CARE HEALTH PLAN OR INDEMNITY PLAN WITH

14 LIMITED PROVIDER NETWORK.

15 A managed care health plan or indemnity plan with a

16 limited provider network shall provide patients direct

17 access to providers licensed under chapter 148, 148Aa,

18 148B, 148C, 149, 150, 150A, 151, 152, 1S52A, 153, 154,

19 154B, or 15S5A. Access to such provider shall not be

20 made conditional upon a referral by a provider

21 licensed under another chapter. Referral to a

22 specialist may be conditioned upon referral by a

23 primary care provider licensed under the same chapter.

24 Access to a class of providers licensed under one

25 chapter shall not be subject to a copayment,

‘6 deductible, or premium rate different than provided

2

chmumm'bwwr—a

—

7 for access to a class of providers licensed under

8 another chapter. Access to a speclalist may be

29 subject to a different copayment or deductible than

30 access to a primary care previder. Access to a

31 nonparticipating provider may be restricted, or may be
32 subject to different copayments, deductibles, or

33 premium rates.

34 For purposes of this section, "managed care health
35 plan or indemnity plan with a limited provider

36 network® means a health maintenance organization,

37 accountable health plan, preferred provider

38 organization, exclusive provider corganization, point
39 of service plan, or similar health plan.

40 This section does not apply if an employer offers
41 employees a choice of health plans, either directly or
42 indirectly through a health insurance purchasing

43 cooperative, provided that the offered choices include
44 at least one indemnity plan with unrestricted choice
45 of provider, or at least one managed care health plan
46 or indemnity plan with a limited provider network

47 which provides access as defined in this section.
48 Sec. 33. NEW SECTION, 514I.1 NONPROFIT HEALTH

49 INSURANCE PURCHASING COOPERATIVES.

50 1. The commissioner of insurance shall adopt rules
S-5152 -17-
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and & licensing procedure for authorizing the
establishment of a nonprofit health insurance
purchasing cooperative. The rules shall include, at a
minimum, all of the following:

a. Procedures to sanction voluntary agreements
between competitors within the service regicn of a
nonprofit health insurance purchasing cooperative,
upen a finding by the commissioner that the agreement .
will improve the quality of, access to, or
affordabilicy of health care, but which agreemen:
might be a violation of antitrust laws if undertaxen
without government direction and approval.

b. Procedures tc assure ongoing supervision of
contracts sanctioned under this subsection, iIn order
to assure that the contracts do in fact improve healkth
care quality, access, or affordability. Apprcval may
be withdrawn on a2 prospective basis at the discretion
of the commissioner if necessary to improve heaith
care quality, access, and affordability.

€. A reguirement to review the plan of operation
of a nonprofit health insurance purchasing
cooperative, and standards for approval or disapproval
of a plan.

d. A requirement that a plan of operation include
guaranteed access and rating practices no more
restrictive than those required of competitors withiln
a market segment, such as small group health insurers
regulated under chapter 5i3B, or individual or large
group insurers regulated under chapter 514A or 514D.
The commissicner shall regulate all health plans and
nonprofit health insurance purchasing cooperatives to
assure that to the greatest extent possibie all health
lnsurance or health benefit marketing channels within.
a market segment are subject to the same rules cof
access, underwriting, zisk spreading, and rate
regulation.

e. A reguirement that the nonprofit health
insurance purchasing cooperative be governed by a
board of directors consisting of twelve members,
including seven members who are consumers.

£. A requirement that the members of the board of
directors be free of conflicts of interest and that
the members cf the board file an annual financial
disclosure report with the commissioner.

G. A requirement that the board of directors
conduct all official business during open meetings.

h. A requlrement that the nonprofit health
insurance purchasing cooperative shall have a consumer
ombudsman whose exclusive duties shall be to assist
and advocate for subscribers enrolled in the

§-51is52 -18-
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cooperative.
1. An annual report to be submitted to the general

3 assembly no later than February 1, describing the

30
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operations of all nonprofit health insurance
purchasing cooperatives, and permitting review of the
success of nonprofit health insurance purchasing
cooperatives in furthering the goals of improved
health care quality, access, or affordability. The
report shall include any recommendations on whether
additional nonprofit heaith insurance purchasing
cooperatives should be established.

2. This section does not prevent the development
of any other health insurance or pooled purchasing
arrangements otherwise permitted by law.

3. This section and rules adopted pursuant to this
section are intended to provide immurity from federal
antitrust law unrder the state action doctrine
exemption.

Sec. 34. RURAL PRIMARY CARE INITIATIVE --PHYSICIAN
RESPITE PROGRAM. The Iowa department of public
health, 1n cooperation with the university of Iowa
college of medicine and the university of osteopathic
medicine and health sciences, shall develop and
establish a rural primary care initiative. The rural
primary care initiative shall, at a minimum, focus on
the expansion of the family practice residency program
and training of rural physicians, physician
assistants, and advanced registered nurse practitioner
health care teams, and the development of a physician,
physician assistant, and advanced registered nurse
practitioner respite programs in the rural areas of
Iowa. The department shall submit a written report to
the general assembly no later than January 9, 1995,
concerning the status of the development of the rural
primary care 1initiative, and include any legislative
recommendations necessary to complete implementation
of the initiative,

Sec. 35, HEALTH INSURANCE COST DEDUCTION --
CONTINGENT EFFECT. Section 7 of this Act, which
amends section 422.7 by adding a new subsection 29, is
effective upon the enactment of a federal individual
income tax provision authorizing the deduction in
computing federal adjusted gross income of one hundred
percent of the cost of the purchase of health
insurance. Section 7 of this Act applies to tax years
designated in the federal enactment of the health
insurance cost deduction.

Sec. 36. NOTICE OF EFFECTIVENESS. The director of
revenue and finance shall notify the governor, the
chailrpersons and ranking members of the senate and
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house ways and means committees, the Iowa Code editor,
and the legislative fiscal bureau when section 7,
which amencs section 422.7, of this Act becomes
effective.

Sec. 37. UNIVERSAL COVERAGE -- TASK FORCE
ESTABLISHED.

1. The state shall provide for universai healith
care benefit coverage by no later than January 1,
1998.

2. A tasx force is created to do all of the
following:

a. (1) Recommend a comprehensive set of
guaranteed benefits for every Icwan and determine the
cost of providing such benefits. The task force shall
include in guaranteed benefits, at a wminimum, all of
the following:

{a) Preventative health services.

(b} Hospital services.

(c}y Physician services.

(d) Services provided by other licensed providers,
including essential community providers.

{e) Long-term care, including home care aide
services and community-based services.

(£)y Prescriptions and biologicals.

{g) Dental.

{h} Mental health and substance abuse services,
which shall be provided the same as benefits for
physical illness.

{2) Provide a written report to the general
assembly no later than Jaruary 9, 1995, including the
comprehensive set of guaranteed benefits recommended
by the task force, and any other recommendations as
deemed necessary by the task force. The general
assembly shall review the report and take action
during the 1995 Regular Session c¢f the general
assembly on such recommendatiocns, as appropriate.

b. Make recommendations reiated to “the containment
of health care cocsts. The task force shall do ail of
the foliowing:

{1y Develop budget and expenditure targets for
health care spending.

{(2) Estaplish limits on insurance adminiscrative
costs.

(3) Review single payor, managed competition, and
other structures for administering health benefit
coverages.

{4) Develop cther health cost containment
mechanisms that ensure accessibility to quality,
affordable health care by all Iowans.

Additionally, the task force shall examine and
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evaluate, as part of the study of health care cost
containment, the benefits of establishing a single
mandatory, nonprofit health insurance purchasing
cooperative for all Iowans, granted the authority to
negotiate premium limits with insurers and managed
care plans.

The task force shall provide a written report to
the general assembly ro later than January 8, 1996,
including the cost containment recommendations of the
task force, and any other recommendations as deemed
necessary by the task force. The general assembly
shall review the report and take action during the
1996 Regular Sessicn of the general assembly on such
recommendations, as appropriate.

c. Recommend a fair and appropriate financing
mechanism for providing the comprehensive set of
guaranteed benefits recommended pursuant tc paragraph
"a", which shall include a level of contribution by
each employer, and the identification of acdditional
funding sources sufficient to allow for the
development of sliding scale subsidies for businesses
with low-wage workers, self-employed individuals, and
other persons as recommended by the task force and
approved by the general assembly. The task force
shall provide a written report to the general assembly
no later than January 13, 1997, including the
financing mechanism and funding sources recommended by
the task force, and any other recommendations as
deemed necessary by the task force. The general
assembly shall review the report and take action
during the 1997 Regular Session of the general
assembly on such recommendations, as appropriate.

3. The task force shall consist of eleven members
to be appointed by the legislative council, of which
at least six members shall be consumers. Members of
the task force shall be reimbursed for all actual and
necessary expenses incurred in the performance of
duties as members. Members of the task force shall
elect a chairperson ané vice chairperson and other
officers as they determine. Meetings of the task
force shall be held at the call of the chairperson of
the task force or ¢n written request of four members.

Sec. 38. ALTERNATIVE MEDICAL MALPRACTICE DISPUTE
RESOLUTION PROCEDURES -- MEDICAL SCREENING PANELS --
STUDY. The supreme court, in cooperation with the
department of public¢ health and the insurance
division, shall initiate a study concerning the
development and use of alternative medical malpractice
dispute resolution procedures and medical screening
panels. The study shall include, at a minimum, a

5-5152 =21~




SENATE CLIP SHEET MARCH 14, 1994 Page 48

S$-5152
Page 22

1

W~ B o

50

review of existing aiternative dispute resolution
procedures and medical screening panels and provide
for a comprehensive review of existing statutes and
court decisicns in an effort to maximize the benefits
of alternative medical malpractice dispute resolution
procedures that have been successful while assuring
procedural protections and fair access to the court
system. Additionally, the study shall include a
review of the availability ¢f occurrence form of
medical malpractice insurance £or obstetricians and
other physicians whose practice invoives providing
care services related to the birth cof a child, the
development of recommendations related to previding
all individuals claiming injury resulting from an act
of alleged malpractice reascnable and affcrdable
access to alternative zedical malpractice dispute
resclution procedures, and a closed claim survey which
shall include the freguency and severity of outcomes
related to claims involving allieged malpractice by
health care providers. The study shall aiso include
any recommendations cn implementing alternative
medical malpractice dispute resclution procedures and
medical screening panels in the state along with a
corresponding cost benefit analysis related teo each
tecommmendation.

Sec. 39. INSURANCE DIVISION STUDIES.

1. The insurance division shall review, develop,
and submit a plan for the establishment of an
individual health coverage reinsurance program. The
division shall submit a written report to the general
assembly no later than January 9, 1995, including the
division's plan.

2. The insurance division shall review, study, and
make recommendations to the general assembly
concerning the Iowa cozprehensive health insurance
asscciation established under chapter 514E, with the
intent to merge the Iowa comprehensive hezlth
insurance program with an individual health
reinsurance program. The division shall submit a
written report to the general assembly no later than
January 9, 1995, including the division's findings and
recommendations.

Sec. 40. RURAL HEALTH CAREZ DELIVERY MODELS. It is
the intent of the general assembly that the department
of inspections and appeals, through the hospital
licensure board, in conjunction with the department of
public health and cther appropriate health care
provicder licensure boards, as identified by the
departnents, review the Califeornia alternative rural
hospital model and the community hospital/rurail
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primary care hospital demonstration project sponsored
by the health care financing administration. The
review shall include an examination of existing
provider licensure statutes and administrative rules
that inhibit or preclude implementation of either
alternative rural health care delivery model and shall
include specific legislative and regulatory strategy
proposals for the removal of such identified barriers.
This written repcrt shall be delivered by tne
department of inspections and appeals to the general
assembly on or before January 1, 1995.

Sec. 41. APPLICABILITY. Notwithstanding the
provisions of sections 513C.4 and 513C.5, chapter
513C, as enacted in this Act, is not applicable to an
individual health benefit plan delivered or issued for
delivery in this state or to a block of individual
health benefit plan business uatil such time as rules
implementing the chapter have been adopted by the
insurance division pursuant to chapter 17A.

Sec. 42. EFFECTIVE DATE. Sectlon 30 of this Act,
which creates new section 513D.1, is effective January

1, 1995."

TOM VILSACK JIM RIORDAN
MICHAEL E. GRONSTAL BILL FINK

PATTY JUDGE ROBERT E. DVORSKY
MIKE CONNOLLY RALPH ROSENBERG

JEAN LLOYD-JONES

5152 FILED MARCH 10, 1994

ADOPTED
SENATE FILE 2222
5-5153
1 Amend the amendment, S$-5152, to Senate File 2222 as
2 follows:
3 1. Page 6, lines 43 and 44, by striking the words
4 "any of the factors as provided for in subsection 1"
S and 1nserting the following: "health status or claim
6 experience”.
7 2, Page 7, line 27, by striking the word
8 "subsections" and inserting the following:
9 "subsection".
10 3. Page 7, by striking lines 43 through 47.
11 4. Page 11, by striking lines 11 and 12.
12 S. Page 11, line 13, by striking the words
13 "Experiencing rating"” and inserting the following:
14 "Rating".
15 6. Page 15, line 20, by striking the words "the
16 same as" and inserting the follcwing: "substantially
17 similar to those”.

18

®

7. By renumbering as necessary.
By ELAINE SZYMONIAK

5153 FILED MARCH 10, 1994

OPTED, MOTION TO RECONSIDER WITHDRAWN
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amend the amendment, $-5152, to Senate File 2222,
as follows:

1. Page 16, by inserfing after line 23 the
following:

“"Sec. . NEW SECTION. S13C.10 IOWA INDIVIDUAL
HEALTH BENEFIT REINSURANCE ASSOCIATION.

1. A nonprofit corporation is established fc be
known as the Iowa individual health benefit
reinsurance association. All persons tnat provide
health benefit plans in this state ilncluding insurers
providing accident and sickness insurance uncer
chapter 509, S14, or 5i4a; fraternal benefit socletles
providing hospital, medical, or nursing benefits under
chapter 512B; health maintenance organizations,
accountable health plans, and all cther entities
providing nealth insurance or healith benefits subject
to state insurance regulation shall be members of this
association. The association shall be incorporated
under chapter 504A, shall operate under a plan of
operation established and approved pursuant to chapter
504A, and shall exercise its powers through a board of
directors established under this section.

2. The initial board of directors of the
association shall consist of seven members as follows:
a. Four members shall be representatives of the
four largest carriers of individual health insurance
in the state, excluding medicare supplement coverage
premiums, as of the calendar year ending December 31,

1993.

b. Three members shall Be representatives of the
three largest writers of health insurance in the state
which are not otherwise represented.

After an initial term, board members shall be
nominated and elected by the members of the
associaticn.

Members of the board may be reimbursed from the
funds of the associaticn for expenses incurred by them
as members, but cshall not otherwise be compensated by
the association for their services.

3. The associaticn shall submlt to the
commissioner a pian of operation for the association
and any amendments to the asscciation's articles of
incorporation necessary and appropriate to assure the
fair, reasonable, and equitable administration of the
association. The pian shall provide for the sharing
of losses related to basic and standard plans, 1f any,
on an equitable and proporticnal basis among the
members of the associatien. If the association falls
to submit a suitable pian of cperation within one
nundred eighty days after the appointment of the board
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1 of directors, the commissioner shall adopt rules

necessary to implement this section. The rules shall
continue in force until modified by the commissioner
or superseded by a plan submitted by the association
and approved by the commissioner. 1In addition to
other requirements, the plan of operation shall
provide for all of the following:

a. The handling and accounting of assets and funds
of the association.

b. The amount of and method for reimbursing the
expenses of board members.

c. Regular times and places for meetings of the
board of directors.

d. Records to be kept relating to all financial
transactions, and annval fiscal reporting to the
commissioner.

e. Procedures for selecting the bcard of
directors.,

f. Additional provisions necessary or proper for
the execution of the powers and duties of the
association.

4. The plan of operation may provide that the
powers and duties of the association may be delegated
to a person who will perform functions similar to
those of the association. A delegation under this
section takes effect only upon the approval of the
board of directors.,

5. The association has the general powers and
authority enumerated by this section and executed in
accordance with the plan of operation approved by the

31 commissioner under subsection 3. 1In addition, the

32 association may do any of the following:

33 a. Enter into contracts as necessary or proper to
34 administer thls chapter.

35 b. Sue or be sued, including taking any legail

36 action necessary or proper for recovery of any

37 assessments for, on behalf of, or against

38 participating carriers.

39 c. Appoint from among members appropriate legal,
40 actuarial, and other committees as necessary to

41 provide technical assistance in the operation of the
42 association, including the hiring of independent

43 consultants as necessary.

44 d. Perform any cther functions within the

45 authority of the association.

46 6. Rates for basic¢c and standard coverages as

47 provided in this chapter shall be determined by each
48 individual health insurance carrier as the average of
49 the lowest rate available for issuance by that carrier
50 adjusted for rate characteristics and benefits and the
5-5154 -2~
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maximum rate allowable by law after adjustments for
rate characteristics and benefits.

7. Folicwing the closse of each calendar year, the
association, in conjuncti.on with the commissicner,
s-all require each irdividual health insurance carrier
to report the amount cf earned premiums and the
associated paid losses for all basic and standard
plans issued by the indiwidual health insurance
carrier. The repcrting ©f these amounts must be
certified by an officer of the carrier.

8. The board sha:l determine the amount of loss,
if any, from all basic amd standard plans issued in
the state by all individual health insurance carriers
by aggregating the data reported in subsection 7. A
loss shall be equal to ninety percent of earned
premiums minus total paid claims.

9. The >0Ss plus necessary operating expenses for
the asscciation, plus any additional expenses as
provided by law, shall be assessed by the association
to all members in proportion to thelr respective
shares of total health imsurance premiums Or payments
for subscriber contracts received in Iowa during the
second preceding calendar year, Oor with paid losses in
the year, coinciding with or ending during the
calendar year, or con any other equitable basis as
provided in cthe plan of operation. In sharing losses,
the association may abate or defer 1in any part the
assessment of a member, if, in the opinion of the
board, payment of the assessment would endanger the
ability of the member to fulfill its contractual
obligations. The associatian may also provide for an
initial or interim assessment against members of =h
agsociation if necessary to assure the financial
viability of the association to meet the cperating
expenses of the association until the next calendar
year ls completed.

10. The collected assessments shall be disbursed
to an individual health insurance carrier in
proportion to the loss that carrier represented of the
aggregate loss as determined 1n subsection 8.

11. An individual health insurance carrier may
petition the association board to seek remedy from
writing a significantly disproportionate share of
basic and standard poiicies in relation to total
individual health insurance premiums written in the
state. Upon a finding that & company has written a
disproportionate share, the board may agree Lo
compensate the carrier either by paying to the company
an additional fee not to exceed two percent ¢I earned
premiums from basic and standard policles for that

5-5154 -3-
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1 company or by petitioning the commissioner for remedy.
2 l12. The commissioner, upon a finding that the
acceptance of the offer of basic and standard coverage
by individuals pursuant to this chapter would place
the individual health insurance carrier in a
financially impaired condition, shall not reguire the
carrier to offer coverage or accept applications for
any period of time the financial impairment is deemed
to exist."”

2. Page 22, by striking lines 28 through 33.

3. Page 22, line 34, by striking the figure "2."

4. By renumbering as necessary.

By ELAINE SZYMONIAK
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§-5154 FILED MARCH 10, 1994
ADOPTED

SENATE FILE 2222
5-5155

Amend the amendment, S$-5152, tco Senate File 2222 as
follows:

1. Page 2, line 49, by inserting after the word
"affordability.” the following: "One of the standards
for access to surgical services shall be that
procedures for minors shall only be provided with the
consent of at least one parent or guardian except
where the life of the minor is in jecpardy."

By WILLIAM W. DIELEMAN

[0« BV o L TN o VSR UU RN 6 3 20

S-5155 FILED MARCH 10, 1994
RULED QUT OF ORDER
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S-5156

Amend the amendment, $-5152, to Senate File 2222 as
follows:

l. Page 3, line 12, by inserting after the word
"standards." the following: "Access standards shall
include the assessment off prohibited referrals as
provided in section 135L.1."

2. Page 5, by strikimg lines 1 through 3 and
inserting the following: "pursuant to chapters 147
through 154, and chapters 154B and 155A, to provide
professional health care services in this".

3. Page 5, line 4, by striking the word "medical"
and inserting the following: "health".

4. Page 5, by inserting before line 6 the
following:

"Sec. . NEW SECTION. 135L.1 PROHIBITED
REFERRALS AND CLAIMS FOR PAYMENT.

1. A health care prowider shall not refer a
patient for the provisiom of designated health
services to an entity in which the health care
provider is an investor ©or has an investment interest,
except where the entity is the sole provider of health
services in a county with a population density of no
greater than one hundred persons per square mile.

2. A health care prowider shall not refer a
patient for the provision of any other health care
item or service to an entity in which the health care
provider is an investor unless either of the following
applies:

a. The provider's investment interest is in
registered securities purchased on a national exchange
or over-the-counter market and issued by a publicly
held corporation, whose shares are traded on a
national exchange or on the over-the-counter market
and whose total assets at the end of the corporation's
most recent fiscal quarter exceeded fifty million
dollars. -

b. With respect to an entity other than a publicly
held corporation described in paragraph "a", and a
referring provider's investment interest in the
entity, all of the following requirements arise:

(1) Not more than fifty percent of the value of
the investment interests are held by investors who are
in a position to make referrals to the entity.

(2) The terms under which an investment interest
is offered to an investor, who is in a position to
make referrals to the entity, are no different from
the terms offered to investors who are not in a
position to make referrals.

(3) The terms under which an investment interest
is offered to an investor, who is in a position to

S-5156 -1-
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1 make referrals to the entity, are not related to the
2 previcus or expected volume of referrals frem the
3 investor to the entity.
4 {4) There 1s no requirement that an investor make
5 referrals or be in a position to make referrals to the
6 entity as a condition for becoming or remaining an
7 investor.
8 3. Except as provided under subsection 2, the
9 entity or corporation shall not loan funds to or
10 guarantee a loan for an investor who is in a position
11 to make referrals to the entity or corporation. The
12 investor shall not use any part of a locan obtained
13 through an entity or corporation to obtain the
14 investment interest.
15 4. Except as provi:ded under subsection 2, the
16 amount distributed to an investor representing a
17 return on the investment interest shall be directly
18 proportional to the amount of the capital investment,
19 made by the investor in the entity or corporation,
20 including the fair market value of any precperatiocnal
21 services rendered.
22 5. A claim for payment shall not be presented by
23 an entity to any individual, third-party payor, or
24 other entity for a service furnished pursuant to a
25 referral prohibited under this section.
26 6. If an entity collects an amount that was billed
7 in violation of this section, the entity shall refund
& the amount and any interest or late fee assessed on a
9 timely basis to the payor or individual as applicable.
30 7. Any person that presents or causes to be
31 presented a bill or a claim for service that the
32 person knows or should know is for a service for which
33 payment may not be made under subsection 5, or for
34 which a refund has not been made under subsection 6,
35 is subject to a civil penalty of not more than fifteen
36 thousand dollars for each service, to be imposed and
37 collected by the appropriate board.
38 8. Any health care provider or other entity that
39 enters into an arrangement or scheme, such as a cross-
40 referral arrangement, which the physician or entity
41 knows or should know has a principal purpose of
42 assuring referrals by the physician to a particular
43 entity which, if the physician directly made referrals
44 to the entity, would be in violation of this section,
45 1s subject to a civil penalty of not more than cone
46 hundred thousand dollars for each circumvention
47 arrangement or scheme, to be impcocsed and collected by
48 the appropriate board or boards.

49 9. A health care provider or any provider of
50 health care services shali not offer, pay, solicit, or
$-5156 -2~
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receive a kickback, directly or indirectiy, overtly or
covertly, in the form of cash, consulting fees, wages,
or in kind, for referring or soliciting patients.

18. A viclation of this section by a health care
provider constitutes grounds for disciplinary action
to be taken by the applicable board.

11. A health care professional licensed pursuant
to chapters 147 through 154, and chapters 154B and
155A, is subject to suspension or revocation of
ilcense if the person engages directly or indirectly
in the division, transferring, assigning, rebating, or
refunding of fees received for professional services
or profits by means of a credit cr other valuable
consideration such as wages, an unearned commissicn,
discount or gratulty with a person whe referred a
patient, or with any relative or business asscciate of
17 the referring person. Nothing in this paragraph shall
18 be construed as prohibiting the members of any legally
19 organized business entity recognized by law and
20 comprised of health care professiocnals licensed
21 pursuant to chapters 147 through 154, and chapters
22 1548 and 1554, from making any division of their tctal
23 fees among the health care professionals determined by
24 contract necessary to defray their joint operating
25 costs.

26 12. In addition to any other penalty or
27 disciplinary action taken under this section, a health .

v =B W N HOW R R U LR

28 care provider who violates this section shall divest
25 any 1investment interest which has resulted in the
30 violation of this section.”
31 5. By renumbering as necessary.
By JIM RIORDAN
JEAN LLOYD-JONES

S$-5156 FILED MARCH 10, 1994
LOST
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31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

SENATE FILE 2222

Amend Senate File 2222 as follows:

1. Page 6, line 25, by inserting after the word
"dependent." the following: "This deduction does not
apply to the extent the amounts paid are from a
medical care savings account for which the taxpayer
received tax benefits."

2. Page 6, by striking lines 27 through 31 and
inserting the following: "by adding the following new
subsections:

NEW SUBSECTIQON, 30, Subtract, to the extent
included, up to tnhree thousand dellars contributed by
the individual in the aggregate to a medical care
savings account for the individval, the individual's
spouse, or the individual's dependent. The deduction
for contributions to a medical care savings account
are allowed subject to the following conditlions:

a. The pet inccme 1s forty thousand dciliars or
less in the case of a married individual, an unmarried
head of househcld, or a surviving spouse or the net
income 1s thirty thousand dollars or less in the case
of all other persons. In the case of a married
individual, the combined net income of both spouses
shall be considered.

b. The individual or the individual's spouse is a
self-emplioyed individual as defined in section 401(c)
of the Internal Revenue Code.

NEW SUBSECTION. 31. Subtract to the extent
included, interest earned in the tax year on a medical
care savings account unless the interest is withdrawn
and not used for any of the approved purposes
described in section 514B.2, subsection 6.

NEW SUBSECTION. 32. Add to the extent not
inciuded, amounts withdrawn from a medical care
savings account which were not used for any of the
approved purposes described in section 514B.2,
subsection 6, and which represent tax benefits
previously taken by the individual."

3. Page 23, by inserting after line 21 the
following:

"Sec. 130. NEW SECTION. 5S41B.1 DEFINITIONS.

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

1. "Account holder" means an individual for whose
benefit a medical care savings account is established.
2. "Department" means the department of revenue

and finance.

3., "Dependent" means the same as defined in
section 152 of the Internal Revenue Ccde.

4. “Financial institution" means a financial
institution or insurance company approved by the

S5~5149 ~1l-
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department as an investment mechanism for medical care
savings accounts.

5. "Internal Revenue Code" means the same as
defined in section 422.3.

‘Sec., 131. NEW SECTION. 514B.2 MEDICAL CARE
SAVINGS ACCOQUNTS.

A financial instrument Xnown as the medical care
savings account 1s established. A medical care
savings account shall have all of the foliowing
characteristics:

1. The account 1s kept in the name of the
individual, the individual's spouse, or the
individual's dependent.

2. Deposits of up to three zhousand dellars carn be
made to the medical care savings acccunts 1n the vear.

3. The account earns income or interest.

4. In the case 0of death of an individual with a
medical care savings account, the balance can be
transferred to the account ©f the spouse or dependent
or an account can be set up for the spouse or
dependent. The balance of an individual's medical
care savings account that trarnsfers to the spouse or
dependent at the time of death is rot subject to the
staze inheérltance tax.

5. The total amount of principal in a medical care
savings account shall not exceed fifty thousand
deollars.

6. Amounts withdrawn for any of the following
approved purposes do not result in income to the
holder of a medical care savings account:

Payment of health insurance premiums and payment of
the costs of all medical services for the individual,
the individual's spouse, and the individual's :
dependent to the extent that the expenditures gqualify
for the deduction for medical care under secticon
213(a) of the Internal Revenue Code without regazd to
whether the expenditures exceec seven and cne-half
percent of the individual's federal adjusted gross
income. However, any expenditure for medical care
which is paid from the medicai care savings account
may not be deducted as a medical expense under section
422.9, subsection 2, or as health 1lnsurance costs of
self-employed individuals under secticn 162(1) of the
Internal Revenue Code.

7. A financial institut:ion holding a medical care
savings account shall make an annuel report to the
department on contributions and withdrawals to the
account in the year pursuant tc rules of the
department.

8. A financial institution holding a medical care

5-5149 -2-
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savings account may charge a reasonable fee for
adminlstration of the account,

9. An individual who makes a withdrawal from the
individual's medical care savings account in the tax
vear and the withdrawal 1s not for one of the purposes
described in subsection 6, a civil penalty of ten
percent shall be imposed on the amount withdrawn
pursuant to rules cf the department.”

4. Page 24, by striking lines 14 through 21 and
inserting the following: "Sections 6, 130, and 131 of
this Act are effective January 1, 1995, for tax years
beginning on or after that date."

By MARY E. KRAMER
MARY [,OU FREEMAN

5-5149 FILED MARCH 10, 1994
RULED OUT OF ORDER
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SENATE FILE 2222
S-514¢
1 amend Senate File 2222 as follows:
2 1. By striking page 1, line 28, through vage 2,
3 line 3.
4 2. Page 4, by striking lines 4 through 7 and
5 inserting the following:
6
7
8
9

“f. Procedures for departmental access to data
collected".
3. By striking page 4, line 29, through page 5,
tine 12.
10 4. Page 6, by inserting before iine 20 zhe
11 following:
12 "Sec. . NEW SECTION. 144D.:. HEALTH ACCOUNTING
13 SYSTEM.
14 A statewicde health accounting system shall be
i5 established in c¢onjunction with the community health
16 managemént informaticon system established in chapter
17 144C, if enacted by the Seventy-f£ifth General
18 Assembly. The community health management information
19 system board shall propose accounting standards for
20 cost and guality to the commissioner of insurance for
1 approval. The comnissioner, upon review and approval
22 of such standards, shall enforce the standards in
23 conjunction with the community health managemert
24 information system board."
25 2. Renumber as necessary.
By ZLAINE SZYMONIAK
MARY E. KRAMER

S-514¢ FILED MARCH 10, 1994
RULED QUT OF ORDER *
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30
31
32
33
34
35
36
37
38
39
40
41

Amend Senate File 2222 as follows:

1. Page 4, line 14, by inserting after the word
“practitioners.”" the following: "The plan of
operation and annual report shall describe the extent
and method of direct consumer access to health care
practitioners including, but not limited to, health
care practitioners licensed under chapter 148, 148A,
148C, 149, 150, 150A, 151, 152, 153, 154, 154B, or
155A. 1If access is restricted, the plan of operation
shall indicate the business or professional reason
that supports the restriction. The director may
disapprove or require amendment of an arbitrary or
capricious restriction. Consumer complaints
concerning unreasonable restrictions on access to
practitioners may be filed with the insurance
division, and the directcr of public healith may
consider complaints against a health plan and the
division's findings in evaluating a plan of operation
or subsequent amendments. The plan of operation shalil
detail consumer access to participating health care
practitioners and assure fair consumer access to
participating practitioners. The plan of operation
shall provide a point of service option to permit
consumers direct access to participating
practitioners, but may require a different copayment
or deductible to access a participating practitioner
or class of practitioners without prior approval or
referral.™

2. By striking page 21, line 14 through page 22,
line 9.

3. Page 23, by inserting after line 7 the
following:

" . Minimum standards for evaluation of a health
planTg—relative access to health care practiticners,
including but not limited to health care practitioners
licensed under chapter 148, 148A, 148C, 149, 150,
150a, 151, 152, 153, 154, 154B, or 155A, The report
card shall be prepared by a health insurance
purchasing cooperative and shall also evaluate
consumer satisfaction with access."

4. By renumbering as necessary.

By MERLIN E. BARTZ

5-5137 FILED MARCH 10, 1994

RULED QUT OF ORDER
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1 Amend Senate File 2222 as follows:

2 1. Page 8, iines 20 and 21, by striking the words
3 "any of the factors as provided for in subsecticon 1"
4 and inserting the following: "health status or claim
5 experience”,

6 2. Pace 9, line 7, by striking the word

7 "subsections" and inserting the folleowing:

8 "supsection".

9 3. Page 9, by strixirg lines 20 through 24.
10 4. Page 13, by striking lines 29 and 30.

11 5. Page 13, line 31, by striking the words

12 "Experiencing rating" and inserting the following:
13 "Rating".

14 6. Page 18, line 35, by striking the words "the
15 same as" and inserting the following: “substantially
16 similar to those".

17 7. By renumbering as necessary.

By ELAINE SZYMONIAK
MARY E. KRAMER

5-5142 FILED MARCH 10, 1994
RULED OUT OF CRDER

SENATE FILE 2222
S-5143
1 Amend Senate File 2222 as follows:
2 L. Page 2, line 15, by inserting after the figure
3 "1395(x)," the following: "nonprofit health care
4 provider organizations,".
* By ELAINE SZYMONIAK

S~5143 FILED MARCH 10, 1994
RULED OUT QF ORDER
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SENATE FILE 2222
FISCAL NOTE

7. Data used in developing this fiscai nore is available from the Legislative

A fiscal note for Senate File 2222 135 hereby submittead pu suant to Joint Rule
L
Fiscal Bureau to members of the Legisiature upon request.

Senate File 2222 modifies health insurance vegulation and implements heaith
care reform provisions. Sectinsns with potential fiscail impact includet

Section 2 - Establishes a Statewide Heaith Accounting System In ccordinaticn
with the Departments of Public Heaith (2PH), Human Services (DHS), E.der
Affairs (DEA), ZEmpioyment Services (DES), ané the Insurance Division of :he
Department of Commerce.

Section 3 - Changes the definition of private a
aliewing hospitals ard rural health ciinics access to th
Network (ICN).

gency Io0r the purpcse of
2 Iowa Communig

Sections 6 anéd 7 - Allows the DPH to establish a filing fe2 and licensing
requirements for Accountable Health Plans (AHPs).

Seczions 9 and :0 - Allows the tax deducribility of insurance premiums pald for
individual, spouse, or dependenc in compuling adiusted gross incsme. Also
ailows the deducticn of the amount of centributicon made on behali of the
taxpayer, and interest earned on a mediceal savings acccunt. Sectiorn 9 1
contingent upon the anactment of a federal decduction of 100.0% of the cost ¢!
purchasing health inasurance.> Section 10 is contingent upon federal enactment
of an exclusion in computing gross income of contribuiicns to a medical care

savings account.

[ AW

Seczien 11 -  Adds 'other regulated entities" o definizion <¢f cthose

responsible Lo pay ncnexamination revenues.

Sectien 15 - Allows the Department of Management {(DOM) to expend up to $300,000

per year for «<¢sordinatien of +<he Transiticn Team and Staze heaith care
rchasing prefessicnal and scientific services. This Section is repealed

effective July I, 1996,

Section 34 - Requires the DPH, with the University of Iowa Coilege of Medicine
and the Universiiy 2f Jstecpa t“lc Medicire and Health Sciences ic develop anc

establish a rural primary care initiative.

Secrtion 38 - Reguires if by January L, 1997, 37.0% ot icwans are not ccvere
voluntary means then “he Ceneral Assembly is requived to impleme: £i
meckanism to provide gQuaranteed coverage to all citizens o

Al
[EPNE]
[\

Sectiens 39 to &1 - Reguired studies on  the wuse of aizernative medical
malpraczice dispute resclution procedures, aiternative rural hospital models,
and the merger of the Icwa Comprehensive Health iasurance Prigram with an
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1. Existing sraff will utiiized in completing required activities, studies,
and reporis, except as noled,

2. Federal deductibility of health insurance premiums and interest from
medical savings accounts will not occur during FY 1995 or FY 1996,

Fiscal Impact:

The tiscal impact of SF 2222 1s a net FY 1935 General Funé cost of $243,000 and
3.0 FTE positions. Other fund net costs of SF 2222 are estimated to be
$300,000 and 2.0 FTE positions for FY 1995.

Cencral Fund Impact:

General Fund costs accrue from Sections 34 and 6. Section 34 requires the DPH
to develup and establish & rural primary care initiative. The estimated cost
of this initiative is $143,000 and 3.0 FTE positions,

Costs from Section 6 iInclude $100,000 which, according to the DPH, will be
required for anlyzing the status of the health care industry, including ongoing
review of the rules and regulatory requirements.

Revenues from the Section 3 (use of the ICN) are unknown cdue to the uncertainty
over  the extent to which the hospitals will use the netwerk. The hospitals
would be charged the same §5 per hour fee that other users of the ICN are
charged.

Costs for Sections 9 and 10 are not estimatable at this time. These Sections
would only be enacted after federal enactment of similar provisions.

Qgheruﬁﬁpds Impﬁfi:

Secrion 15 has wup to a $300,000 cost per year in FY 1995 and FY 1995, This
Section allows the DOM to utilize up to $300,000 ecach year for transition team
costs and State health care purchasing professional and scientific services.

Section 11 15 estimated to cost $100,000 per year for Insurance Division HIPC
regulation activities which will be offset by $100,00C from licensing fees paid
by the HIPCs.

Section 7 is estimated to cost $106,000 per year and 2.0 FTE positions for DPH
regulation activities which will be offset by $104,000 from licensing fees paid
by the AHPs. The additional staff are needed to provide regulatory oversight,
including initial licensure, ongoing supervisicn, and anti-trust exemption
oversight.
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e The analysis does act tfake inCo account any addificnal costs from zorential
impacts upon insurance costs of State employees or the costs assoc:ialed with
Sectisn 38 which vrequires rthe General Assemt.y to impiement a Jirmancing

mechanism for guaranteesd coverage 1f 97.0% of

lowans are act c¢overed by Januar
1, 1997

~

Sources: Department of Management
[asurance Division

(LS8 41308V, LCS)

ILZD MARCH 8, 1954 BY 2ENNIS PROUTY, FISCAL DIRECTOR
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1 An Act relating to health care reform, regulation of insurance |
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Section 1. INTENT AND FINDINGS. It is the intent of the
general assembly that any significant health care reform must
recognize the essential requirement that rural Iowa must have
access to the benefits of affordable, accessible, and quality
health care. Reform of the health care system in Iowa is not
complete unless there is developed a strategy to address the
needs of rural Iowa with subsequent implementation of a
comprehensive system to meet those needs. Rural Iowans must
be provided the same access to the best quality medical care
available as Towans residing in urban areas. The ability of
hospitals and rural health clinics to access the state's fiber
optic network is imperative. The complete use of the skills
of all health care providers is essential to address the lack
of access to primary care. New innovative initiatives for the
delivery of care by rural hospitals and clinics must be
encouraged.

The general assembly finds that given the rural bias
inherent in the medicare system for hospital inpatient
reimbursement, and the shortage of a number of important
primary care providers, the challenges for health care reform
in rural TIowa are significant. However, the general assembly
believes that efforts to reform health care in Iowa coupled
with the initiatives from the federal level offer a new
opportunity to provide quality health care to rural Iowa. The
general assembly finds that policymakers must seize this
opportunity to ensure that rural Iowans will receive all the
benefits of health care reform.

Sec. 2. Section 8.6, Code 1993, is amended by adding the
following new subsection:

NEW SUBSECTION. 16. HEALTH ACCOUNTING SYSTEM. To
establish a statewide health accounting system in coordination
with the department of public health, the department of human
services, the department of elder affairs, the department of

employment services, and the insurance division of the

department of commerce. The department of management shall

..l_.

.
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have access to all data, as deemed by the department to be
necessary, in electronic format from the community health
management information system established in chapter 144cC.
Sec. 3. NEW SECTION. 135.110 ACCOUNTABLE HEALTH PLAN
DEFINED.
An accountable health plan is an entity which does all of

the following:

1. Pays for and provides health care services,.

2. 1Is responsible for delivering the full range of health
care services covered under a standard health benefit plan as
established in chapter 513B.

3. Meets established solvency standards and complies with
established underwriting standards, including modified
community rating methods, for all beneficiaries served.

4. 1Is accountable to the public for the cost, quality, and
access of the services which the accountable health plan
provides and for the effects of its services on the health of
those who are provided such services.

5. 1Is eligible for operation based on financial, quality
of care, and structural qualifications.

6. Satisfies data reporting and collection standards.

Sec. 4. NEW SECTION, 135.111 RULES.

i. The director shall adopt rules relating to the

establishment and regulation of accountable health plans. The
rules shall allow significant flexibility in the structure and
organization of an accountable health plan, including the
flexibility to permit alternative structures for accountable
health plans developed in rural areas of the state in response
to the needs, preferences, and conditions of rural
communities. Such plans shall utilize, to the greatest extent
possible, existing health care providers and'hospitals.

2. Rules adopted pursuant to this section shall include,
at a minimum, all of the following:

a. Procedures for licensing accountable health plans as
provided in section 135.112.
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b. Procedures to sanction cooperative arrangements
involving health care providers or purchasers in forming an
accountable health plan, upon a finding by the director that
the arrangement will improve quality, access, or affordability
of health care, but which arrangement might be a violation of
antitrust laws if undertaken without government direction and
approval.

c. Procedures to assure ongoing supervision of
arrangements sanctioned under paragraph "b" in order to assure
that the arrangements do in fact improve the quality, access,
or affordability of health care. The sanctioning of any
arrangement by the director may be withdrawn on a prospective
basis at the discretion of the director if necessary to
enforce the intent to improve quality, access, or
affordability.

d. Standards applicable to the plan of operation of an
accountable health plan and which must be met for licensure of
the plan. Such standards shall include standards related to
the quality of health care provided.

€. A requirement that a plan of operation include
guaranteed access and rating practices no more restrictive
than those required in the applicable state-regulated
insurance market segment.

£f. Procedures to collect information, directly or by other
means as determined by the department, from the accountable
health plan for purposes of monitoring quality, cost, and
access standards. The department may access data collected
through the community health management information system for
purposes of implementing this chapter at a cost not to exceed
the actual costs of reproducing the information for the
division.

g. A method or methods to facilitate and encourage the
appropriate provision of services by midlevel health care

practitioners and allied health care practitioners.

h. Procedures to assure that all health carriers,

_3_
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1ncluding health maintenance organizations, insurers, and
nonprofit health service plan corporations are subject to the
same rules, to the extent the health carrier is operating an
accountable health plan or is a participating entity in an
accountable health plan.

i. Solvency standards to assure an accountable health
plan's ability to deliver required services. The director may
enter into an agreement with the insurance division of the
department of commerce to conduct such solvency oversight.

The insurance division shall assess the costs of a solvency
examination against the entity being examined in the same
manner and on the same terms as provided for insurance
companies under section 505.7.

J. Publication and dissemination of statewide and
localized expenditure targets relevant to each accountable
health plan, as appropriate.

k. Provide for the identification of essential community
providers within the service area of each accountable health
plan. "Essential community providers" means those health care
providing organizations which the director deems to be vital
to a local health care delivery system to ensure that all
citizens of this state have reasonable access to health care.
Accountable health plans must establish working relationships
with essential community providers and include them within the
plan's plan of operation in delivering health care within the
plan's service area. This paragraph is repealed effective
July 1, 1999.

1. Provisions for the identification of market areas to be
serviced by each accountable health plan. Rules developed
pursuant to thils paragraph shall promote expansion of
accountable health plans into all geographic areas of the
state,

m. The director shall make, or cause to be made,
inspections as the director deems necessary in order to
determine compliance with section 135.110, this section, and

-4-
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sections 135.112 and 135.113, and applicable rules.

3. This section and rules adopted pursuant to this section
are intended to provide immunity from federal antitrust law
under the state action doctrine exemption.

Sec. 5. NEW SECTION. 135.112 LICENSING REQUIRED.

1. An accountable health plan shall not operate unless the

plan is licensed by the department. The director shall adopt
rules as provided in section 135.111 establishing a licensing
procedure. A license shall not be issued by the department
unless the director finds that the accountable health plan
satisfies, at a minimum, all of the following:

a. The ability to be responsible for the full continuum of
required health care and related costs for the defined
population that the accountable health plan will serve.

b. Financial sclvency.

c. The ability to satisfy established standards related to
the quality of care provided.

d. The ability to fully comply with the provisions of this
section and all applicable rules.

2. The department shall establish by rule a reasonable
filing fee to be submitted with a license application and each
renewal application. A license shall be renewed annually. A
license issued pursuant to this section expires on December 31
of the calendar year for which the license was granted, Fees
received by the department shall be retained by the department
to offset costs associated with the administration of this
chapter.

3. An accountable health plan may be organized and
licensed as a nonprofit or for-profit plan.

Sec. 6. NEW SECTION., 135.113 DEFINITIONS.

For purposes of sections 135.110 through 135.112, unless
the context otherwise requires:

1. “Hospital" means as defined in section 135B.1l.
2. '"Health care provider" or "provider" or “practitioner"
means a person licensed or certified pursuant to chapter 148,

_5__




L=l B T A T ¥ 1 R S P T N T

uuwwwuwwmwwmwwmmr—*r—*l—*r—'b—ﬂ»-'r-'r-a;—'»—'
U‘-hl.»)NHO\D@\JO\W-&WMHO\DO&\JC\U\&wN!—‘O

148A, 148B, 148C, 149, 150, 150A, 151, 152, 152A, 153, 154,
154B, or 155A, to provide professional health care services
this state to an individual during the individual's medical
care, treatment, or confinement.

Sec. 7. Section 422.7, Code Supplement 1993, is amended by
adding the following new subsection:

NEW SUBSECTION. 29. Subtract, to the extent not otherwise
deducted in computing adjusted gross income, the amounts paid

by the taxpayer for the purchase of health insurance for the
taxpayer or taxpayer's spouse or dependent,.

Sec. 8. Section 505.7, subsection 1, Code Supplement 1993,
is amended to read as follows:

1. All fees and charges which are required by.law to be

paid by insurance companies, and associations, and other

regulated entities shall be payable to the commissioner of the

insurance division of the department of commerce or department
of revenue and finance, as provided by law, whose duty it
shall be to account for and pay over the same to the treasurer
of state at the time and in the manner provided by law for
deposit in the general fund of the state.

Sec. 9. Section 505.7, Code Supplement 1993, is amended by
adding the following new subsection:

NEW SUBSECTION. 8. The commissioner may assess the costs

of an audit or examination to a health insurance purchasing
cooperative authorized under section 514I.1, in the same
manner as provided for insurance companies under sections
507.7 through 507.9, and may establish by rule reasonable
filing fees to fund the cost of regulatory oversight.

Sec. 10. Section 505.8, Code 1993, is amended by adding
the following new subsection:

NEW SUBSECTION. 6. The commissioner shall supervise all

health insurance purchasing cooperatives providing services or
operating within the state and the organization of domestic
cooperatives. The commissioner may admit nondomestic health
insurance purchasing cooperatives under the same standards as

_6_
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domestic cooperatives. Health insurance purchasing
cooperatives are subject to rules adopted by the commissioner
pursuant to section 514I.1.

Sec. 11, Section 509A.6, Code 1993, is amended by adding
the following new unnumbered paragraph:

NEW UNNUMBERED PARAGRAPH. The governing body may also
enroll in and contract with a health insurance purchasing

cooperative authorized pursuant to section 514I.1.

Sec. 12. Section 513B.2, subsection 12, unnumbered
paragraph 1, Code Supplement 1993, is amended to read as
follows:

"Late enrollee”" means an eligible employee or dependent who
requests enrollment in a health benefit plan of a small
employer following the initial enrollment period for which
such individual is entitled to enroll under the terms of the
health benefit plan, provided the initial enrollment period is
a period of at least ehisty one hundred eighty days. An

eligible employee or dependent shall not be considered a late
enrollee if any of the following apply:

Sec. 13. Section 513B.2, subsection 12, paragraph a,
subparagraph (3), Code Supplement 1993, is amended to read as
follows:

(3) The individual requests enrollment within thirty one
hundred eighty days after termination of the qualifying

previous coverage.

Sec. 14, Section 513B.2, subsection 12, paragraph ¢, Code
Supplement 1993, 1s amended to read as follows:

c. A court has ordered that coverage be provided for a
spouse or minor or dependent child under a covered employee's
health benefit plan and the request for enrollment is made
within ¢hirey one hundred eighty days after issuance of the

court order,

Sec. 15, Section 513B.2, subsection 16, Code Supplement
1993, is amended to read as follows:

16, "Small employer"” means a person actively engaged in

-7~
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business who, on at least fifty percent of the employer's
working days during the preceding year, employed not less than
two and not more than twenty-five fifty full-time equivalent
eligible employees. 1In determining the number of eligible
employees, companlies which are affiliated companies or which
are eligible to file a combined tax return for purposes of
state taxation are c¢onsidered one employer.

Sec. 16. Section 513B.4, Code Supplement 1993, is amended
by adding the following new subsection:

NEW SUBSECTION. 1A. Notwithstanding subsection 1, there
shall be no variance in premium rates for a basic or standard

benefit plan offered pursuant to this chapter for health
status or claim experience.

Sec. 17, Section 513B.4, subsection 2, unnumbered
paragraph 2, Code Supplement 1993, 1s amended by striking the
paragraph and inserting in lieu thereof the fcllowing:

Case characteristics other than family composition and
group size snall not te used by a small employer carrcier
without the prior approval of the commissioner.

Sec. 18. Section 513B.4, Code Supplement 1993, is amended
by adding the following new subsection:

NEW SUBSECTION. 5. Notwithstanding subsection 1, the

commissioner shall, with the concurrence of the board of the

Iowa small employer health reinsurance program established in
section 513B.13, by order reduce or eliminate the allowed
rating bands provided under subsection 1, paragraphs "a", "b",
and "c", or otherwise limit or eliminate the use of experience
rating.

Sec. 19. Section 513B.10, subsection 3, paragraph a,
unnumbered paragraph 1, Code Supplement 1993, is amended to
read as follows:

The plan shall not deny, exclude, or limit
benefits for a covered individual for losses incurred more
than tweive six months following the effective date of the
individual's coverage due to a preexisting condition. A

_8...
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health benefit plan shall not define a preexisting condition
more restrictively than the following:

Sec. 20. Section 513B.37, subsection 1, paragraph a, Code
Supplement 1993, is amended to read as follows:

a. What benefits or direct pay requirements must be
minimally included in a basic or standard benefit coverage

policy or subscription contract.

Sec. 21. Section 513B.38, Code Supplement 1993, is amended
by adding the following new subsection:

NEW SUBSECTION. 4. Upon the determination of the
commissioner pursuant to section 513B.37, subsection 1,

paragraph "a", to include expanded preventative care services
and mental health and substance abuse treatment coverage, the
commissioner shall do all of the following:

a. Adopt by rule, with all due diligence, requirements for
the provision of expanded coverage for benefits for expanded
preventative care services.

b. Adopt by rule, with all due diligence, requirements for
the provision of coverage for benefits for mental health and
substance abuse services, which shall be on the same terms and
conditions as such coverage is provided for other illnesses
and diseases.

Sec. 22. NEW SECTION. 513C.1 SHORT TITLE.

This chapter shall be known and may be cited as the

"Individual Health Insurance Market Reform Act”.
Sec. 23. NEW SECTION. 513C.2 PURPOSE.
The purpose and intent of this chapter is to promote the

availability of health insurance coverage to individuals
regardless of their health status or claims experience, to
prevent abusive rating practices, to require disclosure of
rating practices to purchasers, to establish rules regarding
the renewal of coverage, to establish limitations on the use
of preexisting condition exclusions, to provide for the
development of a core group of basic or standard health
benefits to be offered to all individuals, and to improve the

-9~
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overall fairness and efficiency of the individual health
insurance market.
Sec. 24, NEW SECTION. 513C.3 DEFINITIONS.

As used in this chapter, unless the context otherwise

requires:

1. "Actuarial certification" means a written statement by
a member of the American academy of actuaries or other
individual acceptable to the commissioner that an individual
carrier 1s in compliance with the provision of section 513C.5
which is based upon the actuary's or individual's examination,
including a review of the appropriate records and the
actuarial assumptions and methods used by the carrier in
establishing premium rates for applicable individual health
benefit plans.

2. "Affiliate" or "affiliated" means any entity or person
who directly or indirectly through one or more intermediaries,
controls or is controlled by, or is under common control with,
a specified entity or person.

3. "Basic or standard health benefit plan” means the core
group of health benefits developed pursuant to section 513C.8.
4. "“"Block of business"” means all the individuals insured

under the same individual health benefit plan.

5. "Carrier" means any entity that provides individual
health benefit plans in this state. For purposes of this
chapter, carrier includes an insurance company, a group
hospital or medical service corporation, a fraternal benefit
society, a health maintenance organization, an accountable
health plan, and any other entity providing an individual plan
of health insurance or health benefits subject to state
insurance regulation.

6. "Commisslioner"” means the commissioner of insurance.

7. "Eligible individual” means an individual who is a
resident of this state and who either has qualifyirng existing
coverage or has had qualifying existing coverage within the

immediately preceding one hundred eighty days, or an

_lo_
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individual who has had a qualifying event occur within the
immediately preceding one hundred eighty days.

8. "Established service area" means a geographic area, as
approved by the commissioner and based upon the carrier's
certificate of authority to transact insurance in this state,
within which the carrier is authorized to provide coverage.

9, "Filed rate" means, for a rating period related to each
block of business, the rate charged to all individuals with
similar rating characteristics for individual health benefit
plans.

10. "Individual health benefit plan” means any hospital or
medical expense incurred policy or certificate, hospital or
medical service plan, or health maintenance organization
subscriber contract sold to an individual, or any
discretionary group trust or association policy providing
hospital or medical expense incurred coverage to individuals.
Individual health benefit plan does not include a self-insured
group health plan, a self-insured multiple employer group
health plan, a group conversion plan, an insured group health
plan, accident-only, specified disease, short-term hospital or
medical, hospital confinement indemnity, credit, dental,
vision, medicare supplement, long-term care, or disability
income insurance coverage, coverage issued as a supplement to
liability insurance, workers' compensation or similar
insurance, or automobile medical payment insurance.

11. “"Premium" means all moneys paid by an individual and
eligible dependents as a condition of receiving coverage from
a carrier, including any fees or other contributions
associated with an individual health benefit plan.

12. "Qualifying event" means any of the following:

a. Loss of eligibility for medical assistance provided
pursuant to chapter 249A or medicare coverage provided
pursuant to Title XVIII of the federal Social Security Act.

b. Loss or change of dependent status under qualifying

previous coverage.
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¢. The attainment by an individual of the age of majority.

13. "Qualifying existing coverage" or "qualifying previous
coverage" means benefits or coverage provided under either of
the following:

a. Any group health insurance that provides benefits
similar to or exceeding benefits provided under the standard
health benefit plan, provided that such policy has been in
effect for a period of at least one year.

b. An individual health insurance benefit plan, including
coverage provided under a health maintenance organization
contract, a hospital or medical service plan contract, or a
fraternal benefit society contract, that provides benefits
similar to or exceeding the benefits provided under the
standard health benefit plan, provided that such policy has
been in effect for a period of at least one year.

14, “"Rating characteristics" means demographic or other
objective characteristics of individuals which are considered
by the carrier in the determination of premium rates for the
individuals and which are approved by the commissioner.

15. "Rating period" means the period for which premium
rates established by a carrier are in effect,

16. "Restricted network provision” means a provision of an
individual health benefit plan that conditions the payment of
benefits, in whole or in part, on the use of health care
providers that have entered into a contractual arrangement
with the carrier to provide health care services to covered
individuals.

Sec. 25. NEW SECTION. 513C.4 APPLICABILITY AND SCOPE.

This chapter applies to an individual health benefit plan

delivered or issued for delivery to residents of this state on
or after July 1, 1994.

1. Except as provided in subsection 2, for purposes of
this chapter, carriers that are affiliated companies or that
are eligible to file a consolidated tax return shall be
treated as one carrier and any restrictions or limitations

_12_




s.r. Z2Z2 u.r,

W0 =3 o e o b

W W W W ow W RN NN RN RN N NN R e = -
Lo W O WO~y b N O W ® S b W N O

imposed by this chapter shall apply as if all individual
health benefit plans delivered or issued for delivery to
residents of this state by such affiliated carriers were
issued by one carrier.

2. An affiliated carrier that is a health maintenance
organization having a certificate of authority under section
513C.5 shall be considered to be a separate carrier for the
purposes of this chapter.

Sec. 26. NEW SECTION. 513C.5 RESTRICTIONS RELATING TO
PREMIUM RATES.

1. Premium rates for any block of individual health

benefit plan business issued on or after July 1, 1994, by a
carrier subject to this chapter are subject to the composite
effect of all of the following:

a. After making actuarial adjustments based upon benefit
design and rating characteristics, the filed rate for any
block of business shall not exceed the filed rate for any
other block of business by more than twenty percent,

b. The filed rate for any block of business shall not
exceed the filed rate for any other block of business by more
than thirty percent due to factors relating to rating
characteristics.

c. Rating characteristics other than family composition
and group size shall not be used by a carrier without the
prior approval of the commissioner.

d. Premium rates for individual health benefit plans shall
comply with the requirements of this section notwithstanding
any assessments paid or payable by the carrier pursuant to any
reinsurance program or risk adjustment mechanism,

€. An adjustment, not to exceed fifteen percent annually
due to the claim experience or health status of a block of
business.

f. For purposes of this subsection, an individual health
benefit plan that contains a restricted network provision
shall not be considered similar coverage to an individual

_13_
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health benefit plan that does not contain such a provision,
provided that the differential in payments made to network
providers results in substantial differences in claim costs.

2, Notwithstanding subsection 1, the commissioner shall,
with the concurrence of the board of the Iowa individual
health benefit reinsurance association established in section
513C.10, by order reduce or eliminate the allowed rating bands
provided under subsection 1, paragraphs "a", "b", "c¢", and
"g”, or otherwise limit or eliminate the use of experience
rating.

3. A carrier shall not transfer an individual
involuntarily into or out of a block of business.

4. The commissioner may suspend for a specified period the
application of subsection 1, paragraph "a", as to the premium
rates applicable to one or more blocks of business of a
carrier for one or more rating periods upon a filing by the
carrier requesting the suspension and a finding by the
commissioner that the suspension is reasonable in light oOf the
financial condition of the carrier.

5. A carrier shall make a reasonable disclosure at the
time of the offering for sale of any individual health benefit
plan of all of the following:

a. The extent to which premium rates for a specified
individual are established or adjusted based upon rating
characteristics.

b. The carrier's right to change premium rates, and the
factors, other than claim experience, that affect changes in
premium rates.

¢. The provisions relating to the renewal of policies and
contracts,

d. Any provisions relating to any preexisting condition.

e. All plans offered by the carrier, the prices of such
plans, and the availability of such plans to the individual.

6. A carrier shall maintain at its principal place of
business a complete and detailed description of its rating
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practices, including information and documentation that
demonstrate that its rating methods and practices are based
upon commonly accepted actuarial assumptions and are in
accordance with sound actuarial principles.

7. A carrier shall file with the commissioner annually on

or before March 15, an actuarial certification certifying that
the carrier is in compliance with this chapter and that the

W ~ N W B e

rating methods of the carrier are actuarially sound. The
certification shall be in a form and manner and shall contain
information as specified by the commissioner. A copy ©¢f the
certification shall be retained by the carrier at its
principal place of business. Rate adjustments made in order
to comply with this section are exempt from loss ratio
requirements,

8. A carrier shall make the information and documentation
maintained pursuant to subsection 5 available to the
commissioner upon request. The information and documentation
shall be considered proprietary and trade secret information
and shall not be subject to disclosure by the commissioner to
persons outside of the division except as agreed to by the
carrier or as ordered by a court of competent jurisdiction.

Sec. 27, NEW SECTION. 513C.6 RENEWAL OF COVERAGE.

1. An individual health benefit plan is renewable at the

option of the individual, except in any of the following
cases:

a. Nonpayment of the required premiums.

b. Fraud or misrepresentation.

€. The insured individual becomes eligible for medicare
coverage under Title XVIII of the federal Social Security Act.

d. The carrier elects not to renew all of its individual
health benefit plans in the state. In such case, the carrier
shall provide notice of the decision not to renew coverage to
all affected individuals and to the commissioner in each state

in which an affected insured individual is known to reside at .
least ninety days prior to the nonrenewal of the health
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benefit plan by the carrier. ©Notice tc the commissioner under
the paragraph shall be provided at least three working days
pricr to the notice to the affected individuals.

e. The commissioner finds that the continuation of the
coverage would not be in the best interests of the
policyholders or certificate holders, or would impair the
carrier's ability to meet its contractual obligations.

2. A carrier that elects not to renew all of its
individual health benefit plans in this state shall be
prohibited from writing new individual health benefit plans in
this state for a period of five years from the date of the
notice to the commissioner.

3. With respect to a carrier doing business in an
established geographic service area of the state, this section
applies only to the carrier's operations in the service area.

Sec. 28. NEW SECTION. 513C.7 AVAILABILITY OF COVERAGE.

1. A carrier issuing an individual health benefit plan in

this state shall issue a basic or standard health benefit plan
to an eligible individual who applies for a plan and agrees to
make the required premium payments and to satisfy other
reasonable provisions of the basic or standard health benefit
plan. An insurer is not required to issue a basic or standard
health benefit plan to an individual who meets any of the
following criteria:

a. The individual is covered or is eligible for coverage
under a health benefit plan provided by the individual's
employer.

b. An eligible individual who does not apply for a basic
or standard health benefit plan within one hundred eighty days
of a qualifying event or within one hundred eighty days upon
becoming ineligible for qualifying existing coverage.

¢. The individual is covered or is eligible for any
continued group coverage under section 4980b of the Internal
Revenue Code, sections 601 through 608 of the federal Employee
Retirement Income Security Act of 1974, sections 2201 through

-16-
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2208 of the federal Public Health Service Act, or any state-
required continued group coverage. For purposes of this
subsection, an individual who would have been eligible for
such continuation of coverage, but is not eligible solely
because the individual or other responsible party failed to
make the required coverage election during the applicable time
period, is deemed to be eligible for such group coverage until
the date on which the individual's continuing group coverage
would have expired had an election been made.

2. A carrier shall issue the basic or standard health
insurance benefit plan to an individual currently covered by
an underwritten benefit plan issued by that carrier at the
option of the individual. This option must be exercised
within one hundred eighty days of notification of a premium
rate increase applicable to the underwritten benefit plan.

3. A carrier shall file with the commissioner, in a form
and manner prescribed by the commissioner, the basic or
standard health benefit plan to be used by the carrier., A
basic or standard health benefit plan filed pursuant to this
subsection may be used by a carrier beginning thirty days
after it is filed unless the commissioner disapproves of its
use.

The commissioner may at any time, after providing notice
and an opportunity for a hearing to the carrier, disapprove
the continued use by a carrier of a basic or standard health
benefit plan on the grounds that the plan does not meet the
requirements of this chapter.

4. a. The individual basic or standard health benefit
plan shall not deny, exclude, or limit benefits for a covered
individual for losses incurred more than six months following
the effective date of the individual's coverage due to a
preexisting condition. A preexisting condition shall not be
defined more restrictively than any of the following:

(1) A condition that would cause an ordinarily prudent

person to seek medical advice, diagnosis, care, or treatment
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during the six months immediately preceding the effective date
of coverage.

(2) A condition for which medical advice, diagnosis, care,
or treatment was recommended or received during the six months
immediately preceding the effective date of coverage.

(3) A pregnancy existing on the effective date of
coverage,

b. A carrier shall waive any time period applicable to a
preexisting condition exclusion or limitation period with
respect to particular services in an individual health benefit
plan for the period of time an individual was previously
covered by qualifying previous coverage that provided benefits
with respect to such services, provided that the qualifying
previous coverage was continuous to a date not more than one
hundred eighty days prior to the effective date of the new
coverage.

5. A carrier is required to offer coverage or accept
applications pursuant to subsection 1 from any individual
residing in the carrier's established geographic access area.

6. A carrier shall not modify a basic or standard health
benefit plan with respect to an individual or dependent
through riders, endorsements, or other means to restrict or
exclude coverage for certain diseases or medical conditions
otherwise covered by the health benefit plan.

Sec. 29, NEW SECTION, 513C.8 HEALTH BENEFIT PLAN
STANDARDS,

The commissioner shall adopt by rule the form and level of

coverage of the basic health benefit plan and the standard
health benefit plan for the individual market which shall be
substantially similar to those provided for under chapter 513B
with respect to small group coverage.

Sec. 30. NEW SECTION. 513C.9 STANDARDS TO ASSURE FAIR
MARKETING.

l. A carrier issuing individual health benefit plans in

this state shall make available the basic or standard health
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benefit plan to residents of this state. If a carrier denies .
other individual health benefit plan coverage to an eligible
individual on the basis of the health status or claims
experience of the eligible individual, or the individual’s
dependents, the carrier shall offer the individual the
opportunity to purchase a basic or standard health benefit
plan.

2. A carrier or an agent shall not do either of the
following:

a. Encourage or direct individuals to refrain from filing
an application for coverage with the carrier because of the
health status, claims experience, industry occupation, or
geographic location of the individuals.

b. Encourage or direct individuals to seek coverage from
another carrier because of the health status, claims
experience, industry occupation, or geographic location of the

individuals.

3. Subsection 2, paragraph "a", shall not apply with .
respect to information provided by a carrier or an agent to an
individual regarding the established gecgraphic¢ service area
of the carrier or the restricted network provision of the
carrier, 7

4. A carrier shall not, directly or indirectly, enter into
any contract, agreement, or arrangement with an agent that
provides for, or results in, the compensation paid to an agent
for a sale of a basic or standard health benefit plan to vary
because of the health status or permitted rating
characteristics of the individual or the individual's
dependents.

5. Subsection 4 does not apply with respect to the
compensation paid to an agent on the basis of percentage of
premium, provided that the percentage shall not vary because
of the health status or other permitted rating characteristics
of the individual or the individual's dependents. .

6. Denial by a carrier of an application for coverage from
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an individual shall be in writing and shall state the reason
or reasons for the denial.

7. A violation of this section by a carrier or an agent is
an unfair trade practice under chapter 507B.

8. If a carrier enters into a contract, agreement, or
other arrangement with a third-party administrator to provide
administrative, macketing, or other services related to the
offering of individual health benefit plans in this state, the
third-party administrator is subject to this section as if it
were a carrier,

Sec. 31. NEW SECTICN. 513C.10 TIOWA INDIVIDUAL HEALTH
BENEFIT REINSURANCE ASSOCIATION.

1. A nonprofit corporation is established to be known as

the Iowa individual health benefit reinsurance association.
All persons that provide health benefit plans in this state
including insurers providing accident and sickness lnsurance
under chapter 509, 514, or 514A; fraternal benefit societies
providing hospital, medical, or nursing benefits under chapter
512B; health maintenance organizations, accountable health
plans, and all other entities providing health insurance or
health benefits subject to state insurance regulation shall be
members of this association. The association shall be
incorporated under chapter 504A, shall operate under a plan of
operation established and approved pursuant to chapter 504A,
and shall exercise its powers through a board of directors
established under this section.

2. The initial board of directors of the association shall
consist of seven members as follows:

a. Four members shall be representatives of the four
largest carriers of individual health insurance in the state,
excluding medicare supplement coverage premiums, as of the
calendar year ending December 31, 1993,

b. Three members shall be representatives of the three
largest writers of health insurance in the state which are not
otherwise represented.
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After an initial term, board members shall be nominated and
elected by the members of the association.

Members of the board may be reimbursed from the funds of
the association for expenses incurred by them as members, but
shall not otherwise be compensated by the association for
their services.

3. The association shall submit to the commissioner a plan
of operation for the association and any amendments to the
association’'s articles of incorporation necessary and
appropriate to assure the fair, reasonable, and equitable
administration of the association. The plan shall provide for
the sharing of losses related to basic and standard plans, if
any, on an equitable and proportional basis among the members
of the association. If the association fails to submit a
suitable plan of operation within one hundred eighty days
after the appointment of the board of directors, the
commissioner shall adopt rules necessary to implement this
section. The rules shall continue in force until modified by
the commissioner or superseded by a plan submitted by the
association and approved by the commissioner. In addition to
other requirements, the plan of operation shall provide for
all of . the following:

a. The handling and accounting of assets and funds of the
association.

b. The amount of and method for reimbursing the expenses
of board members.

C. Regular times and places for meetings of the board of
directors.

d. Records to be kept relating to all financial
transactions, and annual fiscal reporting to the commissioner.

e. Procedures for selecting the board of directors.

f. Additional provisions necessary or proper for the
execution of the powers and duties of the association.

4. The plan of operation may provide that the powers and
duties of the association may be delegated to a person who

-21-

=




LTe T e BN B e S I LS N . T ]

W oW W oW W oW RN R N R R MR OB b e  pe e e
Vo W N D W0 s W RN~ DO W m NG B W N O

s.r. £&& % H.F.

will perform functions similar to those of the association. A
delegation under this section takes effect only upon the
approval of the board of directors.

S. The association has the general powers and authority
enumerated by this section and executed in accordance with the
plan of operation approved by the commissioner under
subsection 3. In addition, the association may do any of the
following:

a. Enter into contracts as necessary or proper to
administer this chapter.

b. Sue or be sued, including taking any legal action
necessary or proper for recovery of any assessments for, on
behalf of, or against participating carriers.

c. Appoint from among members appropriate legal,
actuarial, and other committees as necessary to provide
technical assistance in the operation of the assoclation,
including the hiring of independent consultants as necessary,

d. Perform any other functions within the authority of the
association.

6. Rates for basic and standard coverages as provided in
this chapter shall be determined by each individual health
insurance carrier as the average of the lowest rate available
for issuance by that carrier adjusted for rate characteristics
and benefits and the maximum rate allowable by law after
adjustments for rate characteristics and benefits.

7. Following the close of each calendar year, the
association, in conjunction with the commissioner, shall

require each individual health insurance carrier to report the
amount of earned premiums and the associated paid losses for
all basic and standard plans issued by the individual health
insurance carrier. The reporting of these amounts must be
certified by an officer of the carrier.

8. The board shall determine the amount of loss, if any,
from all basic and standard plans issued in the state by all
individual health insurance carriers by aggregating the data
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reported in subsection 7. A loss shall be equal to ninety .
percent of earned premiums minus total paid claims.

9. The loss plus necessary operating expenses for the
association, plus any additional expenses as provided by law,
shall be assessed by the association to all members in
proportion to their respective shares of total health
insurance premiums or payments for subscriber contracts
received in Iowa during the second preceding calendar year, or
with paid losses in the year, coinciding with or ending during
the calendar year, or on any other equitable basis as provided
in the plan of operation. 1In sharing losses, the association
may abate or defer in any part the assessment of a member, if,
in the opinion of the board, payment of the assessment would
endanger the ability of the member to fulfill its contractual
obligations. The assoclation may also provide for an initial
or interim assessment against members of the association if
necessary to assure the financial viability of the association
to meet the operating expenses of the association until the .
next calendar year is completed.

10. The ccllected assessments shall be disbhursed to an
individual health insurance carrier in proportion to the loss
that carrier represented of the aggregate loss as determined
in subsection 8.

11. An individual health insurance carrier may petition
the association board to seek remedy from writing a
significantly disproportionate share of basic and standard
policies in relation to total individual health insurance
premiums written in the state. Upon a finding that a company
has written a disproportionate share, the board may agree to
compensate the carrier either by paying to the c¢ompany an
additional fee not to exceed two percent of earned premiums
from basic and standard policies for that company or by
petitioning the commissioner for remedy.

12, The commissioner, upon a finding that the acceptance .
of the offer of basic and standard coverage by individuals
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pursuant toc this chapter would place the individual health
insurance carrier in a financially impaired condition, shall
not require the carrier to offer coverage or accept
applications for any period of time the financial impairment
is deemed to exist.

Sec. 32. NEW SECTION. 513D.1 EMPLOYER REQUIRED TO
PROVIDE ACCESS TO HEALTH CARE COVERAGE --PENALTIES.

1, An employer doing business within this state shall

offer each employee, at a minimum, meaningful access to health
insurance. The requirement contained in this section may be
satisfied by offering the following:

a. Health care coverage through an insurer or health
maintenance organization authorized to do business in this

state,
b. Enrollment in an Jowa-licensed health insurance
purchasing cooperative. A cooperative may require payroll

deduction of employee contributions and direct deposit of
premium payments to the account of the cooperative.

c. MAccess to health benefits through a health benefits
plan qualified under the federal Employee Retirement Income
Security Act of 1974, if the employer is self-insured.

2. An employer is not required to financially contribute
toward the employee's health plan.

3. A violation of this section may be reported to the
consumer and legal affairs bureau in the insurance division.
The division may issue, upon a finding that an employer has
failed to offer an employee access to health insurance, any of
the following: ' ‘

a. A cease and desist order instructing the employer to
cure the failure and desist from future violations of this

section.
b. An order requiring an employer who has previously been
the subject of a cease and desist order to pay an employee's

reasonable health insurance premiums necessary to prevent or
cure a lapse in health care coverage arising out of the

-24~
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employer's failure to offer as required,

C.

An order upon the employer assessing the reasonable

costs of the division's investigation and enforcement action.

Sec.

33.

NEW

SECTION.

514C.8

PROVIDER ACCESS UNDER

MANAGED CARE HEALTH PLAN OR INDEMNITY PLAN WITH LIMITED
PROVIDER NETWORK.
A managed care health plan or indemnity plan with a limited

provider network shall provide patients direct access to
providers licensed under chapter 148, 148A, 148B, 148C, 149,

150, 1504,

151,

152, 152A,

153, 154, 154B, or 155A. Access to
such provider shall not be made conditional upon a referral by

a provider licensed under another chapter. Referral to a

specialist may be conditioned upon referral by a primary care

provider licensed under the same chapter. Access to a class

of providers licensed under one chapter shall not be subject

to a copayment, deductible, or premium rate different than

provided for access to a class of providers licensed under

another chapter.

Access to a specialist may be subject to a

different copayment or deductible than access to a primary

care provider.

Access to a nonparticipating provider may be

restricted, or may be subject to different copayments,

deductibles, or premium rates.

For purposes of this section,
indemnity plan with a limited provider network" means a health

"managed care health plan or

maintenance organization, accountable health plan, preferred

provider organization, exclusive provider organization, point

of service plan, or similar health plah.

This section does not apply if an employer offers employees

a choice of health plans, either directly or indirectly

through a health insurance purchasing cooperative, provided

that the offered choices include at least one indemnity plan

with unrestricted choice of provider, or at least one managed
care health plan or indemnity plan with a limited provider
network which provides access as defined in this section,

Sec.

34.

NEW

SECTION.

514I.1

_25.-
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PURCHASING COOPERATIVES.

1. The commissioner of insurance shall adopt rules and a
iicensing procedure for authorizing the establishment of a
nonprofit health insurance purchasing cooperative. The rules
shall include, at a minimum, all of the following:

a. Procedures to sanction voluntary agreements between

competitors within the service region of a nonprofit health

insurance purchasing cooperative, upon a finding by the
commissioner that the agreement will improve the quality of,
access to, or affordability of health care, but which
agreement might be a violation of antitrust laws 1f undertaken
without government direction and approval.

b. Procedures to assure ongoing supervision of contracts
sanctioned under this subsection, in order to assure that the
contracts do in fact improve health care guality, access, or
affordability. Approval may be withdrawn on a prospective
basis at the discretion of the commissioner if necessary to
improve health care quality, access, and affordability.

¢c. A requirement to review the plan of operation of a
nonprofit health insurance purchasing cooperative, and
standards for approval or disapproval of a plan.

d. A requirement that a plan of operation include
guaranteed access and rating practices no more restrictive
than those required of competitors within a market segment,
such as small group health insurers regulated under chapter
513B, or individual or large group insurers regulated under
chapter 514A or 514D. The commissioner shall regulate all
health plans and nonprofit health insurance purchasing
cooperatives to assure that to the greatest extent possible
all health insurance or health benefit marketing channels
wlithin a market segment are subject to the same rules of
access, underwriting, risk spreading, and rate regulation,

e. A requirement that the nonprofit health insurance
purchasing cooperative be governed by a bocard of directors

consisting ¢f twelve members, including seven members who are
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consumers.

f. A requirement that the members of the board of
directors be free of conflicts of interest and that the
members of the board file an annual financial disclosure
report with the commissioner.

g. A requirement that the board of directors conduct aill
meetings of the board pursuant to chapter 21.

h. A requirement that the nonprofit health insurance
purchasing cocoperative shall have a consumer ombudsman whose
exclusive duties shall be to assist and advocate for
subscribers enrollied in the cooperative.

1. An annual report to be submitted to the general
assembly no later than February 1, deséribing the operations
of all nonprofit health insurance purchasing cooperatives, and
permitting review of the success of nonprofit health insurance
purchasing cooperatives in furthering the goals of improved
health care quality, access, or affordability. The report
shall include any recommendations on whether additional
nonprofit health insurance purchasing cooperatives should be
established.

2. This section does not prevent the development of any
other health insurance or pooled purchasing érrangements
otherwise permitted by law.

3. This section and rules adopted pursuant to this section
are intended to provide immunity from federal antitrust law
under the state action doctrine exemption,

Sec. 35. RURAL PRIMARY CARE INITIATIVE --PHYSICIAN RESPITE
PROGRAM. The Iowa department of public health, in cooperation
with the university of Iowa college of medicine and the
university of osteopathic medicine and health sciences, shall
develop and establish a rural primary care initiative. The
rural primary care initiative shall, at a minimum, focus on
the expansion of the family practice residency program and
training of rural physicians, physician assistants, and
advanced registered nurse practitioner health care teams, and
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the development of a physician, physician assistant, and
advanced registered nurse practitioner respite programs in the
rural areas of Iowa. The department shall submit a written
report to the general assembly no later than January 9, 1995,
concerning the status of the development of the rural primary
care initiative, and include any legislative recommendations
necessary to complete implementation of the initiative.

Sec. 36, HEALTH INSURANCE COST DEDUCTION. Section 7 of
this Act takes effect upon enactment and applies retroactively
to January 1, 1994, for tax years beginning on or after that
date.

Sec. 37. NOTICE OF EFFECTIVENESS. The director of revenue
and finance shall notify the governor, the chairpersons and
ranking members of the senate and house ways and means
committees, the Iowa Code editor, and the legislative fiscal
bureau when section 7, which amends section 422.7, of this Act
becomes effective.

Sec. 38. UNIVERSAL COVERAGE -- TASK FORCE ESTABLISHED.

1. The state shall provide for universal health care
benefit coverage by no later than January 1, 1998.

2. A task force is created to do all of the following:

a. (1) Recommend a comprehensive set of guaranteed
benefits for every Iowan and determine the cost of providing
such benefits., The task force shall include in guaranteed
benefits, at a minimum, all of the following:

(a) Preventative health services.

{(b) Hospital services.

(c) Physician services.

(d) Services provided by other licensed providers,
including essential community providers.

(e) Long-term care, including home care aide services and
community-based services.

{(£) Prescriptions and biologicals.

(g) Dental.

{h) Mental health and substance abuse services, which
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shall be provided the same as benefits for physical illness.

(2) Provide a written report to the general assembly no
later than January 9, 1995, including the comprehensive set of
guaranteed benefits recommended by the task force, and any
other recommendations as deemed necessary by the task force.
The general assembly shall review the report and take action
during the 1995 Regular Session of the general assembly on
such recommendations, as appropriate.

b. Make recommendations related to the containment of
health care costs. The task force shall do all of the
following:

(1) Develop budget and expenditure targets for health care
spending.

{2) Establish limits on insurance administrative costs.

(3) Review single payor, managed competition, and other
structures for administering health benefit coverages.

(4) Develop other health cost containment mechanisms that
ensure accessibility to quality, affordable health care by all

Iowans.
Additionally, the task force shall examine and evaluate, as
part of the study of health care cost containment, the

benefits of establishing a single mandatory, nonprofit health
insurance purchasing cooperative for all Iowans, granted the
authority to negotiate premium limits with insurers and
managed care plans,

The task force shall provide a written report to the
general assembly no later than January 8, 1996, including the
cost containment recommendations of the task force, and any
other recommendations as deemed necessary by the task force.
The general assembly shall review the report and take action
during the 1996 Regular Session of the general assembly on
such recommendations, as appropriate.

c. Recommend a fair and appropriate financing mechanism
for providing the comprehensive set of guaranteed benefits
recommended pursuant to paragraph "a", which shall include a
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level of contribution by each employer, and the identification
of additional funding sources sufficient to allow for the
development of sliding scale subsidies for businesses with
low-wage workers, self-employed individuals, and other persons
as recommended by the task force and approved by the general
assembly. The task force shall provide a written report to
the general assembly no later than January 13, 1997, including
the financing mechanism and funding sources recommended by the

W 0 N s W N

task force, and any other recommendations as deemed necessary
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by the task force. The general assembly shall review the
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report and take action during the 1997 Regular Session of the
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general assembly on such recommendations, as appropriate.
3. The task force shall consist of eleven members to be

e
> W

appointed by the legislative council, of which at least six
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wn

members shall be consumers. Members of the task force shall

—
h

be reimbursed for all actual and necessary expenses incurred

[
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in the performance of duties as members. Members of the task

[
o

force shall elect a chairperson and vice chairperson and other

[
£

officers as they determine. Meetings of the task force shall

N
o

be held at the call of the chairperson of the task force or on

8]
—

written request of four members.

Sec. 39, ALTERNATIVE MEDICAL MALPRACTICE DISPUTE
RESOLUTION PROCEDURES —-- MEDICAL SCREENING PANELS --STUDY.
The supreme court, in cooperation with the department of
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public health and the insurance division, shall initiate a 1
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study concerning the development and use of alternative ‘
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medical malpractice dispute resolution procedures and medical
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screening panels, The study shall include, at a minimum, a

N
prel

review of existing alternative dispute resolution procedures

w
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and medical screening panels and provide for a comprehensive

W
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review of existing statutes and court decisions in an effort

L
48]

to maximize the benefits of alternative medical malpractice
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dispute resolution procedures that have been successful while
assuring procedural protections and fair access to the court
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system. Additionally, the study shall include a review of the
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availability of occurrence form of medical malpractice .
insurance for obstetricians and other physicians whose

practice involves providing care services related to the birth

of a child, the development of recommendations related to

providing all individuals claiming injury resulting from an
act of alleged malpractice reasonable and affordable access to

alternative medical malpractice dispute resolution procedures,

and a closed c¢laim survey which shall include the frequency

WO = h N S W

and severity of outcomes related to claims involving alleged

[
(=]

malpractice by health care providers. The study shall also

[t
-t

include any recommendations on implementing alternative

[
AV

medical malpractice dispute resolution procedures and medical

Pt
L

screening panels in the state along with a corresponding cost

bt
£

benefit analysis related to each recommendation.
Sec. 40, INSURANCE DIVISION STUDIES.
The insurance division shall review, study, and make

[ )
-~ O N

recommendations to the general assembly concerning the Iowa .

—
0

comprehensive health insurance association established under

[
\0

chapter 514E, with the intent to merge the Iowa comprehensive

38 ]
[}

health insurance program with an individual health reinsurance

L%}
—

program. The division shall submit a written report to the

28]
3%}

general assembly no later than January 9, 1995, including the

%]
8]

division's findings and recommendations.
Sec. 41. RURAL HEALTH CARE DELIVERY MODELS. It is the
intent of the general assembly that the department of

L% BN AN B N
N N

inspections and appeals, through the hospital licensure board,

]
~

in conjunction with the department of public health and other

]
o

appropriate health care provider licensure boards, as

N
ptel

identified by the departments, review the California

L
(=]

alternative rural hospital model and the community

(8]
Ll

hospital/rural primary care hospital demonstration project
sponsored by the health care financing administration. The

W W
W o

review shall include an examination of existing provider
licensure statutes and administrative rules that inhibit or .
preclude implementation of either alternative rural health

W L
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care delivery model and shall include specific legislative and
regulatory strategy proposals for the removal of such
identified barriers. This written report shall be delivered
by the department of inspections and appeals to the general
assembly on or before January 1, 1995.

Sec. 42, APPLICABILITY. Notwithstanding the provisions of
sections 513C.4 and 513C.5, chapter 513C, as enacted in this
Act, is not applicable to an individual health benefit plan
delivered or issued for delivery in this state or to a block
of individual health benefit plan business until such time as
rules implementing the chapter have been adopted by the
insurance division pursuant to chapter 17A.

Sec. 43. EFFECTIVE DATE. Section 32 of this Act, which
creates new section 513D.1, is effective January 1, 1995.

SF 2222
-32- mi/cc/26




HOUSE CLIP SHEET MARCE 23, 1994

SENATE FILE 2222
N H-5573

o Amend Senate File 2222, as amended, passed, &nd
reprinted by the Senate, as foliows:

1. Page 6, by inserting after line 4 the
following:

“Sec. . Section 1428..1, subsection 3, Code
1993, is amended to reacd as follows:

3. "pPublic place" means any enclosed indoor area
used by the general public or serving as a place cf
WwOork eemtaining-two-mundred-fifey-er-more-square-feet
ef-£roor-apace, including, but not limited to, a:il
restaurants w:ith-a-seating-capacity-greater-than
£+€ey, all retail stores, lobbies and malls, offices,
including waiting rooms, and other commercial
establishments; public conveyances with departures,
rravel, and destination entirely within thils state;
educational facilities; hospitals, clinics, nursing
homes, and other healith care and medical facilities;
child care centers, as defined in section 237A.1; and
auditoriums, elevators, theaters, libraries, art
museums, concert halls, indoor arenas, and meeting
rooms. "Public place" does not include a retail store
at which fifty percent or more of the sales result
from the sale of tobacco or tobacco products, the
portion of a retail store where tobacco or tobacco
products are sold, a private, enclosed cffice occupied
exclusively by smokers even though the office may be
visited by nonsmokers, a room used primarily as the
residence of students ¢or other persons at an
educational facility, a sleeping room in a motel or
hotel, or each resident's room in a health care
facility. The person in custcdy cr control of the
facility shall provicde a sufficient number of rooms LN
which smoking is not permitted to acccmmedate ail
persons who desire such rooms.

Sec. . Section 1423.2, subsection 3, unnumpbered
paragraph 1, Code 1993, is amenced to read as folliows:

Waese-amaking-areas-are-deaiqnatedr-extating
physiecai-barriers-and-extating-vencitation-systemns
ahati-be-used-co-minimize-tne-toxtc-effect-of ~smoke— it
adjace:t—nensmakfﬂg-areas=-*En—the-case—cé—pub&ée
piaces—ccnsésténg—ef—a—séng&e-rsemT—the—prevfséans-cf
this—taw-ana:i-be-esnsidered-mer-if-one-side-of-cn
soem-is-seserved-and-peated-gs-a-re-smecking-arear A
smoking area shall only be designated :if “ransmission
of environmental tcbacco smoxe to adiacent areas can
De eliminated. Ne-pubiic-prace-sther—cran-a-ber-sneri
be—designated-as-a-smekéﬂg-area-fn—fts-ent&rety:—-éf—a
bas-maa-within-its-premises-a-nonsmoktag-areas;-tnis
deségﬁation—shaii—be—pesteé-en-eEi—eatrances—:crmai ¥
50 used-bmy-tihe-pubites
B-5573 -1-
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H~5573
Page 2

1 Sec. . Section 142B.2, Code 1993, is amended

2 by adding the following new subsection:

3 NEW SUBSECTION. 5. The following conditions shall

4 apply to restaurants, as applicable, in order to
5 comply with this chapter:
6
7
8
9

a. A restaurant of any size or seating capacity
which designates the restaurant as a no-smoking area
in its entirety shall post signs in conspicuous areas
both inside and on the exterior of the building which

10 advise patrons of the no-smoking policy of the

11 restaurant.

12 b. A restaurant of any size or seating capacity

13 which offers both smoking and no-smoking areas in

14 accordance with the application of this chapter to

15 other public places shall comply with the requirements
16 under this chapter for a public place.

17 c. A restaurant of any size but with a seating

18 capacity of fewer than fifty seats may desjignate the
19 restaurant as a smoking-permitted restaurant by

20 designating the restaurant as a smoking area in its

21 entirety. A smoking-permitted restaurant shall post
22 signs, in conspicuous areas both inside and on the

23 exterior of the building, which advise patrons of the
24 smoking-permitted status of the restaurant. A

25 restaurant which is designated as a smoking-permitted
26 restaurant shall also issue a written health warning
27 to prospective and current employees which states that
28 due to the environment of the restaurant, the employee
29 may be working in a hazardous environment.

30 d. A restaurant which is held out to be a bar or a
31 bar may be designated as a smoking area in its

32 entirety. If the bar has within its premises a

33 nonsmoking area, the designation shall be posted on
34 all entrances normally used by the public. If the bar
35 is designated as a smoking area in its entirety, signs
36 designating this status shall be posted both inside

37 and on the exterior of the building. The bar shall

38 also issue a written health warning to prospective and
39 current employees which states that due to the

40 environment of the bar, the employee may be working in
41 a hazardous environment.

42 Sec. . Section 142B.4, Code 1993, is amended to
43 read as follows:

44 142B.4 AREAS POSTED.

45 A person having custody or control of a public

46 place or public meeting shall cause signs to be posted
47 within the appropriate areas of the facility advising
48 patrons of smoking and no-smoking areas. In addition
49 the statement "Smoking prohibited except in designated
50 areas" shall be conspicuously posted on all major
H-5573 -2-
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H-5573

Page 3

enkrances to the public place or public meeting, In
regard to restaurants, signs shaii also be postec in
accordance with secticrn 142B.2, subsection ©.

Sec. ___ . Sectlion 142B.6, unnumbered paragrapn i,
Code 1993, is amended %o read as follows:

A person who amekes-in-these-areaa-prekibited-zn
smetian-r42B-37-ar-whe violates section 1422.2,
142B.3, or 142B.47 shali pay a civil fine pursuant to
section 805.8, subsection 11, for each viclation.

Sec. . Sectioen 142B.6, unnumbered paragraph 3,
Code 1992, is amended by strixking the unnumbered
paragraph.

13 Sec. . NEW SECTION. 1428.7 ZNFORCEMENT.
14 The Iowa department of publiic health shall adopt
15 rules to enforce this chapter.”
16 2. By renumbering as necessary.
By BRAMMER cf Linn
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krW SENATE FILE ;2;29?9\

BY (PROPOSED COMMITTEE ON
HUMAN RESOURCES BILL
BY CHAIRPERSON SZYMONIAK)

Passed Senate, Date Passed House, Date

Vote: Ayes Nays Vote: Ayes Nays
Approved

A BILL FOR

=

An Act relating to healith care reform, legal process changes,

2 requlation of insurance and health care plan providers, income

3 tax credits for certain individuals, establishing certain

4 enpioyer and individual requirements, establishing fees, and
providing effective dates and applicability provisions.

RE IT ENACTED BY THE GENERAL ASSEMBLY Of THE STATE OF IOWA:

TLSB 4150XC 75
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Section 1. INTENT AND FINDINGS. It is the intent of the
general assembly that any significant health care reform must

recognize the essential requirement that rural Iowa must have
access to the benefits of affordable, accessible, and quality
health care. Reform of the health care system in Iowa is not
complete unless there is developed a strategy to address the
needs of rural Iowa with subsequent implementation of a
comprehensive system to meet those needs. Rural Iowans must
be provided the same access to the best quality medical care
available as Iowans residing in urban areas. The ability of
hospitals and rural health clinics to access the state's fiber
optic network is imperative. The complete use of the skills
of all health care providers 1is essential to address the lack
of access to primary care. New innovative initiatives for the
delivery of care by rural hospitals and clinics must be

encouraged.
The general assembly finés that given the rural bias
inherent in the medicare system for hospital inpatient

reimbursement, and the shortage of a number of important
primary care providers, the challenges for health care relorm
in rural! Iowa are significant. However, the general assembly
bhelieves that efforts to reform health care in Iowa coupled
with the initiatives from the federal level offer a new
opportunity to provide quality health care to rural Iowa. The
gereral assembly finds that policymakers must seize this
opportunity to ensure that rural Iowans will receive all the
berefits of health care reform.

Sec, 2. Section 8.6, Code 1992, is amended by adding the
foilowing new subsection:

NEW SUBSECTION. 1l16. HEALTH ACCOUNTING SYSTEM. To
establish a statewice health accounting system in coordination

with the department of publie health, the department of human
services, the department of elder affairs, the department of
employment services, and the insurance division of the
department of commerce. The departmert of management shail
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have access to all data, as deemed by the department to be
necessary, in electronic format from the community health
management information system established in chapter 144C.

Sec. 3., Section 18.133, subsection 2, Code Supplement
1993, i1s amended to read as follows:

2. "Private agency" means an accredited nonpublic schoois
and school, nonprofit tnstietuctionms institution of higher
education eligible for tuition grants, hospital licensed
pursuant to chapter 135B, rural health clinic defined pursuant
to 42 U.S.C. § 1395(x), or physician clinic.

Sec. 4. Section 18.136, Code Supplement 1993, is amended
by adding the following new subsection:

NZW SUBSECTION. 13A. Hospitals licensed pursuant to
chapter 135B, rural health clinics defined pursuant to 42
U.s.C. § 1395(x), and physician clinics shall be offered
access tc the network for diagnostic, clinical, constltative,

data, ancd educational services for the purpose of developing a
comprehensive, statewide telemecdicine network.

Sec. 5. Section 422.7, Code Supplement 1993, is amended by
acding the feollowing new subsection:

NEW SUBSECTION. 29. Subtract, to the extent not otherwise
deducted in computing adjusted gross income, the amounts paid
by the taxpayer for the purchase of health insurance for the

taxpayer or taxpayer's spouse or dependent.

Sec. 6. Section 422.7, Code Suppiement 1993, is amended by
adding the following new subsection:

NZW SUBSECTION. 30. Subtract, to the extent included, the
amount of contributions made on behalf of the taxpayer to a

medical care savings account and interest earned on moneys in
the account if not otherwise withdrawn,

Sec., 7. Section 505.7, subsection 1, Code Supplement 19893,
is amended to read as follows:

1. All fees and charges which are reguired by law to be
paid by insurance companies, ané associations, and other

regulatec entities shall be payable to the commissioner of the

-2-
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insurance division of the department of commerce or department
of revenue and finance, as provided by law, whose duty it
shall be to account for and pay over the same to the treasurer
of state at the time and in the manner provided by law for
deposit 1n the general fund of the state.

Sec. 8. Section 505.7, Code Supplement 1993, is amended by
adding the following new subsection:

NEW SUBSECTION. 8. The commissioner may assess the costs
of an audit or examination to a health insurance purchasing

cooperative authorized under section 514I.1, in the same
manner as provided for insurance companies under sections
507.7 through 507.9, and may establish by rule reasonable
filing fees to furd the cost of regulatory oversight.

Sec. 9. Section 505.8, Code 1993, is amended by adding the
fcliowing new subsection:

NEW SUBSECTION. 6. The commissioner shall supervise all

realth insurance purchasing cooperatives providing services or
operating within the state and the organization of domestic
cooperatives. The commissioner may admit nondomestic healith
insurance purchasing cooperatives under the same standards as
domestic cooperatives. Health insurance purchasing
cooperatives are subject to rules adopted by the commissioner
pursuant to section 514I.1.

Sec. 10. Section S509A.6, Code 1993, is amended by adding
the following new unnumbered paragraph:

NEW UNNUMBERED PARAGRAPE. The governing body may also
enroil in and contract with a health insurance purchasing

cooperative authorized pursuant to section 514I.1.

Sec. l11. NEW SECTION. 509A.16 USE OF STATE GROUP
INSURANCE RESERVES.

1. Notwithstanding section 509A.5, the director ©of the

department of management may approve expenditures of up to
three hundred thousanc¢ dollars per fiscal year, from that
portion of the employer share of the state group insurance

reserves which consiszs of moneys appropriated from the

_3-
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general fund of the state but which is not needed to fund

incentive programs, for the purposes of health reform
activities.

2. This section is repealed effective July 1, 1996.

Sec. 12, Section 513B.2, subsection 16, Code Supplement
1993, is amended to read as follows:

16. "Small employer" means a person actively engaged in
business who, on at least fifty percent of the employer's
working days during the preceding year, employed not less than
two and not more than twenty-five fifty full-time equivalent
eligible employees. 1In determining the number of eligible
employees, companies which are affiliated companies or which
are eligible to file a combined tax return for purposes of
state taxation are considered one employer.

Sec. 13. Section 513B.4, Code Supplement 1993, is amended
by adding the following new subsection:

NEW SUBSECTION. 1A, Notwithstanding subsection 1, there
shall be no variance in premium rates for a basic or standard
beneflt plan offered pursuant to this chapter for any of the

factors as provided for in subsection 1,

Sec. 14, Section 513B.4, subsection 2, unnumbered
paragraph 2, Code Supplement 1993, is amended by striking the
paragraph ané inserting in lieu thereof the following:

Case characteristics other than family composition and
group size shall not be used by a small employer carrier
without the prior approval of the commissicner.

Sec. 15. Section 513B.4, Code Supplement 1993, is amended
by addirng the following new subsection:

NEW SUBSECTION. 5. Notwithstanding subsection 1, the

commissioner may by order reduce or eliminate the allowed
rating bands provided under subsection 1, paragraphs "a", "b",
angd "¢", or otherwise limit or eliminate the use of experience
rating,

Sec. 16. Section 513B.37, subsection 1, paragraph a, Code
Suppiement 1993, 1is amended to reac¢ as follows:



a. What benefits or direct pay requirements must be .

minimally included in a basic or standard benefit coverage

policy or subscription contract.

Sec. 17. Section 513B.38, Code Supplement 1993, is amended
by adding the following new subsections:

NEW SUBSECTION. 4., Upon the determination of the

LNV S

commissioner pursuant to section 513B.37, subsection 1,
paragraph "a", to include expanded preventative care services
and mental health and substance abuse treatment coverage as
recommended by the Iowa health reform council, the
commissioner shall do all of the following:

a. Adopt by rule, with all due diligence, requirements for
the provision of expanded coverage for benefits for expanded

b bt e
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preventative care services.
b. Adopt by rule, with all due diligence, requirements for

p-4

the provision of limited coverage for benefits for mental

healtn and substance abuse services. .
NEW SUBSECTION. 5. A policy of accident and sickness ;

insurance, a health maintenance organization contract, an

accountab.e health plan contract, or other poiicy of health

insurarnce shall not provide a lifetime maximum limit of

18
17
18
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Yol

[ N SR N
[ T B o

coverage.
Sec. 18. NEW SECTION. 513C.1 SHEHORT TITLE.

This chapter shall be known and may be cited as the

[y}
)

)
L

"Individual Health Insurance Market Reform Act".
Sec. 19. NEW SECTION. 513C.2 PURPOSE.
The purpose and intent of this chapter is to promote the

[N I )
N

3%}
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availlability of health insurance coverage to individuals

regardiess of their health status or claims experience, to

L b o
< W w

prevent abusive rating practices, to require disclosure of
rating practices to purchasers, to establish rules regarding
the rernewal of coverage, to establish limitations on the use

of preexisting condition exclusions, to provide for the

wow e W
B W R

development of a core group of basic or standard healith
benefits to be offered to all individuals, and to improve the

L
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overall fairness and efficiency of the individual health
insurance market.

Sec. 20. NEW SECTION. 513C.3 DEFINITIONS.

As used in this chapter, unless the context otherwise

requires:

1.  ““Actuarial certification" means & written statement by
a member of the American academy of actuaries or other
individual acceptable to the commissioner that an individual
carrier is in compliance with the provision of section 513C.5
which is based upon the actuary's or individual's examination,
including a review of the appropriate records and the
actuarial assumptions and methods used by the carrier in
establishing premium rates for applicable individual health
benefit plans.

2. "Affiliate" or "affiliated" means any entity or person
who cirectly or indirectly through one or more intermediaries,
controls or is controlled by, or i1s under common control with,
a specified entity or person.

3. "Basic or standaré health benefit plan" means the core
group of health benefits developed pursuant to section 513C.8.
4. "Blockx of business" means all the individuals insured

under the same individual health benefit plian.

5. "Carrier™ means any entity that provides individual
health benefit plans in this state. For purposes of this
chapter, carrier includes an insurance company, & group
hospital or medical service corporation, a fraternal benef:t
society, a health maintenance organization, an accountable
heaith plan, and any other entity providing an individual plan
of heaith insurance or health benefits subject to state
insurance regulation,

6. "Commissioner” means the commissioner of insurance.

7. "Eligible individual" means an individual who is a
resident of this state and who either has gualifying existing
coverage or has had quelifying existing coverage within the
irmediately preceding thirty days, or an individual who has

-6~
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had a qualifying event occur within the immediately preceding
thirty days.

8. "Established service area" means a geographic area, as
approved by the commissioner and based upon the carrier's
certificate of authority to transact insurance in this state,
within which the carrier is authorized to provide coverage.

9. "Filed rate" means, for a rating period related to each
block of business, the rate charged to all individuals with
similar rating characteristics for individual health benefit
plans.

10. "Individual health benefit plan" means any hospital or
medical expense incurred policy or certificate, hospital or
medical service plan, or health maintenance organization
subscriber contract sold to an individual, or any
discretionary group trust or association policy providing
hespital or medical expense incurred coverage to individuals.
Individual health benefi: plan does not inciude a self-insured
group health plan, a self-insured multiple employer group
health plarn, a group conversion plan, an insured group health
plan, accident-only, specified disease, short-term hospital or
medical, hospital confinement indemnity, c¢redit, dental,
vision, medicare supplement, long-term care, or disability
income 1lnsurance coverage, coverage issued as a supplement to
liability insurance, workers' compensation or similar
insurance, or automobile medicai payment insurance.

11. "Premium" means all moneys paid by an individual and
eligible dependents as a condition of receiving coverage from
a carrier, including any fees or other contributions
associated with an individual health benefit plan.

12. "Qualifying even:” means any of the following:

a. Loss of eligibility for medical assistance provided
pursuant to chapter 24%A or medicare coverage provided
pursuant to Title XVIII of the federal Social Security Act.

b. Loss or change cof dependen: status under qualifying

previous coverace.
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c. The attainment by an individual of the age of majority.
13. "Qualifying existing coverage" or "qualifying previous

coverage"” means benefits or coverage provided under either of
the following:

a. Any qroup health insurance that provides benefits
similar to or exceeding benefits provided under the standargd
health benefit plan, provided that such policy has been in
effect for a period of at least one year.

b. An individual health insurance benefit plan, including
coverage provided under a health maintenance organization
contract, a hospital or medical service plan contract, or a
fraternal benefit society contract, that provides benefits
similar to or exceeding the benefits provided under the
standard heaith benefit plan, provided that such policy has
been 1n effect for a period of at least one year.

14. "Rating characteristics" means demographic or other
objective characteristics of individuals which are considered
by the carrier in the determinacion of premium rates for the
individuals and which are approved by the commissioner.

15, "Rating period" means the period for which premium
rates established by a carrier are in effect.

16. "Restricted network provision" means a provision of an
individual health benefit plan that conditions the payment of
benefits, in whole or in part, on the use of health care
previders that have entered into a contractual arrangement
with the carrier to provide health care services to covered
individuals,

Sec. 21. NEW SECTION, 6513C.4 APPLICABILITY AND SCQPE.

This chapter applies to an individual health benefit plan

delivered or issued for delivery to residents of this state on
or after July 1, 1994.

1. Except as provided in subsection 2, for purposes of
this chapter, carriers that are affiliated companies or that
are eligible to file a consolidated tax return shall be

treated as one carrier and any restrictions or limitations

-8~
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imposed by this chapter shall apply as if all individuail
health benefit plans delivered or issued for delivery to
residents of this state by such affiliated carriers were
issued by one carrier.

2. An affiliated carrier that is a health maintenance
organization having a certificate of authority under section
513C.5 shall be considered to be a separate carrier for the
purposes of this chapter.

Sec. 22. NEW SECTION. 513C.5 RESTRICTIONS RELATING TO
PREMIUM RATES.

1. Premium rates for any block of individual health

benefit plan business issued on or after July 1, 1994, by a
carrier subject to this chapter are subject to the composite
effect of all of the following:

a. After maxing actuarial adjustments based upon benefit
design, rating characteristics, and health choice factors, the
filed rate for any block of business shall not exceed the
filed rate for any other block of business by more than twenty
percent.

b. The filed rate for any block of business shall not
exceed the filed rate for any other block of business by more
than thirty percent due to factors relating to rating
characteristics.

c. The filed rate for any block of business shall not
exceed the filed rate for any other block of business by more
than thirty percent due to factors relating to health choices.

d. The carrier shall not apply gender or industry
classification rating characteristics.

e. Experience rating characteristics other than family
composition and group size shall not be used by a carrier
without the prior approval of the commissioner.

f. Prenium rates for individual heaith benefit plans shall
conply with the requirements of this section notwithstanding
any assessments paid or payable by the carrier pursuant to any

reinsurance program or risk adiustment mechanism,

-9-
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g. An adjustment, not to éxceed fifteen percent annually
due to the c¢laim experience or health status of a block of
business.

h. For purposes of this subsection, an individual health
benefit plan that contains a restricted network provision
shall not be considered similar coverage to an individual
health benefit plan that does not contain such a provision,
provided that the differential in payments made to network
providers results in substantial differences in claim costs.

2. Notwithstanding subsection 1, the commissioner may by
order reduce or eliminate the allowed rating bands provided
undetr subsection 1, paragraphs "a&", "b", "c¢", and "g", or
otherwise limit or eliminate the use of experience rating.

3. A carrier shall not transfer an individual
involuntarily into or out of a block of business.

4. The commissioner may suspend for a specified period the
application of subsection 1, paragraph "a", as to the premium
rates applicable to one or more biocks of business of a
carrier for one or more rating periocds upon a filing by the
carrier reguesting the suspension and a finding by the
comnissioner that the suspension is reasonable in light of the
financial condition of the carrier.

5. A carrier shall make a reasonable disclosure at the
time of the offering for sale of any individual health benefit
pian of all of the following:

a. The extent to which premium rates for a specified
individual are established or adjusted based upon rating
characteristics.

b. The carrier's right to change premium rates, and the
factors, other than claim experience, that affect changes in
premium rates. _

c. The provisions relating to the renewal of policies and
contracts.

é¢. Any provisions relating to any preexisting condition,

e. All plans offered by the carrier, the prices of such
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plans, and the availability of such plans to the individual.

6. A carrier shall maintain at its principal place of
business a complete and detailed description of 1ts rating
practices, including information and documentation that
demonstrate that its rating methods and practices are based
upon commonly accepted actuarial assumptions and are in
accordance with sound actuarial principles.

7. A carrier shall file with the commissioner annually on
or before March 15, an actuarial certification certifying that
the carrier is in compliance with this chapter and that the
rating methods of the carrier are actuarially sound. The
certification shall be in a form and manner and shall contain
information as specified by the commissioner. A copy of the
certification shall be retained by the carrier at its
principal place of business. Rate adjustments made in order
to comply with this section are exempt from ioss ratio
reguirements.

8. A carrier shall make the information and documentation
maintained pursuant to subsection 5 available to the
commissioner upon request. The information ané documentation
shall be considereé proprietary and trade secret information
and shall not be subiect to disclosure by the commissioner to
persons outside of the division except as agreed to by the
carrier or as ordered by a court of competent jurisdiction.

Sec. 23. NEW SECTION. 513C.6 RENEWAL OF COVERAGE,

1., An individual health benefit plan is renewable at the

option of the individual, except in any of the following
cases:

a. Nonpayment of the reguired premiums.

b. Fraud or misrepresentation.

c. The insured individual becomes eligible for medicare
coverage under Title XVIII of the federal Social Security Act.
d. The carrier elects not to renew all of its individual
nealth benefit plans in the state. 1In éuch case, the carrier
shall provide notice of the decision not to renew coverage to
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all affected individuals andrto the commissioner in each state
in which an affected insured individual is known to reside at
least ninety days prior to the nonrenewal of the health
benefit plan by the carrier. Notice to the commissioner under
the paragraph shall be provided at least three working days
prior to the notice to the affected individuals.

e. The commissioner finds that the continuation of the

coverage would not be in the best interests of the
policyholders or certificate holders, or would impair the
carrier’s ability to meet its contractual obligations.

2. A carrier that elects not to renew all of its
individual health benefit plans in this state shall be
prohibited from writing new individual health benefit plans in
this state for a period of five years from the date of the
notice to the commissioner.

3. With respect to a carrier doing busiress in an
established geographic service area of the state, this section
app-ies onrly to the carrier's operations in the service area.

Sec. 24. NEW SECTION. 513C.7 AVAILABILITY OF COVERAGE.

1. A carrier issuing an individual health benefit plan in
this state shall issue a basic or standard health benefit plan
to an eligible individual who applies for a plan and agrees to
make the required premium payments and to satisfy other

reasonable provisions of the basic or standard health benefit
plan. An insurer is not required to issue a basic or standard
health benefit plan to an individuval who meets any of the
following criteria:

a. The individual is covered or 1s eligible for coverage
under a health benefit plan provided by the individual's
employer.

b. An eligible individual who does not apply for a basic
or standard health benefit plan within thirty days of a
qualifying event or within thirty days upon becoming
ineligible for gqualifying existing coverage.

¢. The individual is covered or is eligible for any

_12_




continued group coverage under section 4980b of the Internal
Revenue Code, sections 601 through 608 of the federal Employee
Retirement Income Security Act of 1974, sections 2201 through
2208 of the federal Public Health Service Act, or any state-
required continued group coverage. For purposes of this
subsection, an individual who would have been eligible for
such continuation of coverage, but is not eligible solely
because the individual or other responsible party failed to
make the required coverage election during the applicable time

period, is ceemed to be eiigible for such group coverage until

O W @~ O B w0

[

t
[

the date on which the individual's continuing group coverage

-
~J

would have expired had an election been made.
2. A carrier shall issue the basic or standard health

—
LW

insurance benefit plan to arn individual currently covered by

()
un

an underwritten benefit plan issued by that carrier at the
option of the individual. This option must be exercised

C L e . . : é
within thircy days of notification of a premium rate increase

i i
o - TR B o A1

appiicable to the underwritten benefit plan.
3. A carrier shail file with the commissioner, in a form

[\ I el
(o= Y4

ang manner prescribed by the commissioner, the basic or

b
(o]

standar¢ health benefit plan to be used by the carrier. A

-~
L9 ]

basic or standard health benefit plan filed pursuant to this

4%}
L

subseciion may be used by a carrier beginning thirty days

28]
£

after it is filed unless the commissioner disapproves of its

[N}
i

use.

)8}
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The commissioner may at any time, after providing notice

(38 ]
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and an opportunity for a hearing to the carrier, disapprove

%]
(0]

the continued use by a carrier of a basic or standard health

&J
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berefit plan on the grounds that the plan does not meet the

w
<

requirements of this chapter.
4. a. The individual basic or standard health benefit

[V R VS
N

plan shkail not deny, exclude, or limit benefits for a covered

individual for losses incurred more than twelve months

Lo W
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following the effective date of the individual's coverage due

(V8]
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to a preexisting condition., A preexisting condizion shall no:
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be defined more restrictively than any of the following:

(1) A condition that would cause an ordinarily prudent
person to seek medical advice, diagnosis, care, or treatment
during the twelve months immediately preceding the effective
date of coverage.

(2) A condition for which medical advice, diagnosis, care,
or treatment was recommended or received during the twelve
months immediately preceding the effective date of coverage.

{3) A pregnancy existing on the effective date of
coverage.

b. A carrier shall waive any time period applicable to a
preexisting condition exclusion or limitation period with
respect to particular services in an individual health benefit
plar for the period of time an individual was previocusly
covereé¢ by qualifying previous coverage that provided benefits
with respect to such services, provided that the qualifying
previous coverage was continucus to a date not more than
thirty days prior to the effective date of the new coverage.

5. A carrier 1s required to offer coverage or accept
appiications pursuant to subsection 1 from any individual
residing in the carrier's established geographic access area.

6. A carrier shall not modify a basic or standard health
berefit pian with respect to an individual or dependent
through riders, endorsements, or other means to restrict or
exclude coverage for certain diseases or medical conditions
otherwise covered by the health benefit plan.

Sec. 25. NEW SECTION. 513C.8 HEALTH BENEFIT PLAN
STANDARDS.

The commissioner shall adopt by rule the form and level of
coverage of the basic health benefit plan and the standard
health benefit plan for the individual market which shall be
the same as provided for under chapter 513B with respect to

small group coverage,
Sec. 26. NEW SECTION. 513C.9 STANDARDS TO ASSURE FAIR

MARKETING.
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1. A carrier issuing individual health benefit plans in
this state shall make available the basic or standard health
benefit plan to residents of this state. If a carrier denles
other individual health benefit plan coverage to an eligible
individual on the basis of the health status or claims
experience of the eligible individual, or the individual's
dependents, the carrier shall offer the individual the
opportunity to purchase a basic or standard health benefit
plan.

2. A carrier or an agent shall not do either of the
foliowing:

a. Encourage or direct individuals to refrain from filing
an app.ication for coverage with the carrier because of the
health status, claims experience, incdustry occupation, or
geographic location of the individuals.

b. Encourage or direct individuals to seek coverage from
arother carrier because of the health status, claims
experlence, industry occupation, or geographic location of the
individuals.

2. Subsection 2, paragraph "a", shall not apply with
respect to information provided by a2 carrier or an agent to an
individ:al regarding the established geographic service area
of the carrier or the restricted network provision of the
carrier.,

4. A carrier shall not, directly or indirectly, enter inrto
any contract, agreement, or arrangement with an agent that
provides for, or results 1in, the compensation paid to an agent
for a sale of a basic or standard health benefit plan to vary
because of the health status or permitted rating
characteristics of the individual or the individual's
dependents.

5. Subsection 4 does not apply with respect to the
compensation paid to an agent on the basis of percentage of
prenium, provided that the percentage sha’ll not vary because

of the health status or other permitted rating characteristics
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of the individual or the individual's dependents.

6. Denlal by a carrier of an application for coverage from
an individual shall be in writing and shall state the reason
or reasons for the denial.

7. A violation of this section by a carrier or an agent is
an unfair trade practice under chapter S507B.

8. If a carrier enters into a contract, agreement, or
other arrangement with a third-party administrator to provide
administrative, marketing, or other services related to the
offering of individual health benefit plans in this state, the
third-party administrator is subject to this section as if it
were a carrier.

Sec. 27. NEW SECTION. 513D.1 EMPLOYER REQUIRED TO
PROVIDE ACCESS TO HEALTE CARE COVERAGE -- PENALTIES.

l. An employer doing business within this state shall

offer each employee, at a minimum, access to health insurance.
The requirement contained in this section may be satisfied by
offering any of the following:

a. Health care coverage through an insurer or health
maintenance organization authorized to do business in this

state,
b. Access to health benefits through a health benefits
plan gualified under the federal Employee Retirement Income

Security Act of 1974.

c. Enrolliment in an Iowa-licensed healith insurance
purchasing cooperative. A cooperative may reguire payroll
deduction of employee contributions and direct deposit of
premium payments to the account of the cooperative,

2. An employer is not reqguired to financially contribute
toward the employee's health plan.

3. A violation of this section may be reported to the
consumer and legal affairs bureau in the insurance &ivision,
The division may issue, upon a finding that an employer has
failed to offer an employee access to health insuyrance, any of

the following:
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a. A cease and desist order instructing the employer to
cure the failure and desist from future violations of this
section,

b. An order requiring an employer who has previously been
the subiect of a cease and desist order to pay an employee's
reasonable health insurance premiums necessary to prevent or
cure a lapse in health care coverage arising out of the
employer's failure to offer as required.

€. An order upon the employer assessing the reasonable
costs of the division's investigation and enforcement action.

Sec. 28. NEW SECTION. ©514C.8 PROVIDER ACCESS UNDER
MANAGED CARE HEALTH PLAN OR INDEMNITY PLAN WITH LIMITED
PROVIDER NETWORK,

A managed care health plan or indemnity plan with a limited

provider network shall provide patients direct access to
providers licensed under chapter 148, 150, or 1S0A. Access to
such provider shall not be made conditional upon a referral by
a provider licensed under another chapter. Referral to a
specialist may be conditioned upon referral by a primary care
provider licensed under the same chapter. Access to a class
of providers licensed under one chapter shall not be subject
to a copayment, deductible, or premium rate different than
provided for access to a cliass of providers licensed under
another chapter. Access to a specialist may be subject to a
different copayment or deductible than access to a primary
care provider. Access to a nonparticipating provider may be
restricted; may be subject to different copayments,
deductibles, or premium rates; or may be excluded.

For purposes of this section, "managed care health plan or
indemnity plan with a limited provider network" means a health
maintenance orgarization, accountable health plan, preferred
provider organization, exclusive provider organization, point
of service plan, or similar health plan.

This section does not apply if an employer cffers empicyees
a choice of health plans, either directly or indirectly
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through a health insurance purchasing cooperative, provided

that the offered choices include at least one indemnity plan
with unrestricted choice of provider, or at least one managed
care health plan or indemnity plan with a limited provider
network which provides access as defined in this section,

Sec. 29. NEW SECTION. 514I.1 HEALTH INSURANCE PURCHASING
COOPERATIVES.

1. The commissioner of insurance shall adopt rules and a

licensing procedure for authorizing the establishment of a
healith insurance purchasing cooperative. The rules shall
inciude, at a minimum, ail of the following:

a. Procedures to sanction voluntary agreements between
competitors within the service region of a health insurance
purchasing cooperative, upon a finding by the commissioner
that the agreement will improve the quality of, access to, or
affordability of health care, but which agreement might be a
violation of antitrust laws if undertaken without government
direction and approval.

b. Procedures to assure ongoing supervision of contracts
sanctioned under this subsection, in order to assure that the
contracts do in fact improve health care quality, access, or

ffordability. Approval may be withdrawn on a prospective
basis at the discretion of the commissioner if necessary to
improve health care quality, access, and affordability.

c. A reqguirement to review the plan of operation of a
health insurance purchasing cooperative, and standards for
approval or disapproval of a plan.

d. A requirement that a plan of operation include
guaranteed access and rating practices no more restrictive
than those required of competitors within a market segment,
such as small group health insurers regulated under chapter
5138, or individual or large group insurers regulated under
chapter 514A or 514D. The commissioner shall regulate all
health plans and health insurance purchasing cooperatives to
assure that to the greatest extent possible all health

_:_8_
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insurance or health benefit marketing channels within a market .
segment are subject to the same rules of access, underwriting,
risk spreading, and rate regulation.
e. An annual report to be submitted to the general
assembly no later than February 1, describing the operations
of all health insurance purchasing cooperatives, and
permitting review of the success of health insurance
purchasing cooperatives in furthering the goals of improved
health care quality, access, or affordability. The report
shall include any recommendations on whether additional health

|
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insurance purchasing cooperatives should be established.
2. This section does not prevent the development of any
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other health insurance or pooled purchasing arrangements

]

otherwise permitted by law.
3. This section and rules adopted pursuant to this section
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are intended to provide immunity from federal antitrust law
under the state action doctrine exemption. 1
Sec. 30. NEW SECTION. 514C7.1 ACCOUNTABLE HEALTH PLAN .
DEFINED.
An accountable health plan is an entity which does all of

[ )

18
19
20

the following:
l. Pays for and provides health care services.
2. Is responsible for delivering the £full range of health

ST S R N Y
B

care services covered under a standard health benefit plan as

o
(V2]

estabiished in chapter 5133B.

38 ]
o]

3. Meets established scivency standards and complies with

established underwriting standards, including modified
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communlty rating methods, for all beneficiaries served.

(8]
O

4. Is accountable to the public for the cost, quality, and
access of the services which the accountable health plan

W W
= O

provicdes and for the effects of its services on the health of
those who are provided such services.

[V S OS]
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5. 1Is eligible for operation based on financial, quality
of care, and structural gqualifications.
6. Satisfies data reporting and collection standards. .

_19_

W W
[ B




31. NEW SECTION. 5143.2 RULES.

1. The commissioner shall adopt rules relating to the
establishment and regulation of accountable health plans. The
rules shall allow significant flexibility in the structure and
organization of an accountable health plan, including the
flexibility to permit alternative structures for accountable
health plans developed in rural areas of the state in response
to the needs, preferences, and conditions of rural
comnunities. Such plans shall utilize, to the greatest extent
possible, existing health care providers and hospitals.

2. Rules adopted pursuant to this section shall include,
12 at a minimum, all of the following:
13 a. Procedures for licensing acccocuntable health plans as

Sec.
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14 provided in section 514J.3.

15 b. Procedures %¢ sanction cooperative arrangements

16 irvolving hezlth care providers or purchasers in forming an
. 17 a2ccountabie health plan, upon a finding by the commissioner

18 that the arrangement will improve quality, access, oOr
19 affordability of health care, but which arrangement might be a
20 violation of antitrust laws if undertaken without government
21 direction and approval.
22 c. Procedures to assure ongoing supervision of
23 arrangements sanctioned under paragrapnh "b" in order to assure
24 that the arrangements do in fact improve the quality, access,
25 or affordability of health care. The sanctioning of any
26 arrangement by the commissioner may be withdrawn on a
27 prospective basis at the discretion of the commissioner if
28 necessary to enforce the intent to improve quality, access, oOr
29 aifordability.
30 d. Standards applicabie to the plan of operation of an
31 accountable health plan and which must be met for licensure of
32 the plan. Such standards shall include standards related to
33 the quality of health care provided.
34 e. A reguirement that a plan of operation include

35 guaranteeé access and rating practices no more restrictive

-20_




than those required in the applicable state-regulated .
insurance market segment.

f. Procedures to collect information, directly or by other
means as determined by the division, from the accountable
health plan for purposes of monitoring quality, cost, and
access standards. The division may access data collected
through the community health management information system for
purposes of implementing this chapter at a cost not to exceed
the actual costs of reproducing the information for the
division.

g. A method or methods to facilitate and encourage the

bt p
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approprilate provision of services by midlevel health care

[
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practitioners and allied health care practitioners.
h. Procedures to assure that all health carriers,

[
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including health maintenance organizations, insurers, and

b e
o

norprofit health service plan corporations are subject to the
same rules, to the extent the health carrier is operating an

—
~J

accountable health plan or is a participating entity in an

-
w

accountable health plan.

%)
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i. Solvency standards to assure an accountable health
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plan's ability to deliver required services. The division

2%
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shall assess the costs of a solvency examination against the

™
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entlty being examined in the same manner and on the same terms

[ ]
ey

as provided for insurance companies under section 505,.7.
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j. Publication and dissemination of statewide and

[N ]
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iocalized expenditure targets relevant to each accountable
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health plan, as appropriate.
k. Provide for the identification of essential community
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providers within the service area of each accountable health

L
o

plan. "Essential community providers" means those health care

L
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providing organizations which the commissioner deems to be
vital to a locai health care delivery system to ensure that
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ail citizens of this staze have reasonable access to health
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lationships with essential community providers and include

are. Accountable health plans must estabiish working
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them within the plan's plan of operation in delivering health
care within the plan's service area. This paragraph is
repealed effective July 1, 1999,

l. Provisions for the identification of market areas to be
serviced by each accountable health plan. Rules developed
pursuant to this paragraph shall promote expansion of
accountable health plans into all geographic areas of the
state. .

m. The commissioner shall make, or cause to be made,
inspections as it deems necessary in order to determine
compliance with section 514J.1, this section, and sections
514J.3 ané 514J.4, and applicable rules.

3. This section and rules adopted pursuant to this section
are intendecd to provide immunity from federal antitrust law
under the state action doctrine exemption.

Sec. 32. NEW SECTION. 514J3.3 LICENSING REQUIRED.

1. An accountable health plan shall not operate urless the

plan is licensed by the division. The commissioner shall
adopt rules as provided in section 514J.2 establishing a
licensing procedure. A license shall not be issued by the
division unless the commissioner finds that the accountable
health plan satisfies, at a minimum, all of the following:

a. The ability to be responsible for the full continuum of
required health care anéd related costs for the defined
population that the accountable health plan will serve.

b. Financ:ial solvency.

¢. The ability to satisfy established standards related to
the quality of care provided.

d. The ability to fully comply with the provisions of this
section and all applicable rules.

2. The division shall establish by rule a reascnable
£iling fee to be submitted with a license application and each
renewal application. A license shall be renewed annually. A
license issued pursuant to this section expires on December 31
of the calendar year for which the license was granted. Fees

-22-
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received by the division shall be retained by the division to
offset costs associated with the administration of this
chapter.

3. An accountable health plan may be organized and
licensed as a nonprofit or for-profit plan.

Sec. 33. NEW SECTION, 514J.4 DEFINITIONS,

For purposes of this chapter, unless the context otherwise

reguires:

1. "Hospital" means as defined in section 135B.1.

2. "Health care provider" or "provider" or "practitioner"
means a person licensed or certified pursuant to chapter 147,
148, 148A, 148C, 149, 150, 150A, 151, 152, 153, 154, 154B, or
1554, to provide professional health care services in this
state to an individual during the individual's medical care,
treatment, or confinement.

Sec. 34, Section 614.8, Code 1993, is amended to read as
follows:

614.8 MINORS AND MENTALLY ILL PERSONS.

l. %2he Except as provided in subsecfion 2, the times

limited for actions heres:n, except those brought for penalties
and forfeitures, shaii-be are extended in favor of minors and
mertally 111 persons, so that they shaxi have one year from
and after the termination of sueh the disability within which
to commence saxd an action.

2. The times limited for actions brought for medical

malpractice are extended in favor of minors up to the day of
their sixth birthday so that they have until their eighth

birthday to commence an action,
Sec. 35. RURAL PRIMARY CARE INITIATIVE ~- PHYSICIAN
RESPITE PROGRAM. The Iowa department of public health, in

cooperation with the university of Iowa college of medicine
ard the university of osteopathic medicine and health
sciences, shall develop and establish a rural primary care
initiative. The rural primary care initiative shall, at a
mirimum, focus on the expansion of the family practice

_23..
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residency program and the development of a physician respite
program in the rural areas of Iowa. The department shall
submit a written report to the general assembly no later than
January 9, 1995, concerning the status of the development of
the rural primary care initiative, and include any legislative
recommendations necessary to complete implementation of the

initiative,

Sec. 36. HEALTH INSURANCE COST DEDUCTION -- CONTINGENT
EFFECT. Section 5 of this Act, which amends section 422.7 by
adding a new subsection 29, is effective upon the enactment of
a federal individual income tax provision authorizing the
deduction in computing federal adjusted gross income of one
hurdred percent of the cost of the purchase of health
insurance. Section 5 of this Act applies to tax years
designated in the federal enactment of the health insurance
cost deduction.

Sec., 37. MEDICAL CARE SAVINGS ACCOUNT CONTRIBUTIONS --
CONTINGENT EFFECT. Section 6 of this Act, which amends
section 422.7 by adding a new subsection 30, is effective upon
the enactment ¢f a federal individual income tax provision
authcrizing the deduction or exclusion in computing federal
adijusted gross income of corntributions made on behalf of the
taxpayer to a medical care savings account. Section & of this
Act appl:ies to tax years designated in the federal enactment
related to contributions to a medical care savings account.

Sec. 38. NOTICE OF EFFECTIVENESS. The director of revenue
and finance shall notify the governor, the chairpersons and
ranking members of the senate and house ways and means
committees, the lowa Code editor, and the legislative fiscal
bureau when section 5 or section 6, which amend section 422.7,
of this Act becomes effective.

Sec, 39, FINANCING STUDY -- ANNUAL REPORT TO GENERAL
ASSEMBLY. It is the intent of the general assembly that
heaith care coverage be obtained by all Iowans on a voluntary
pasis. If the state has not achieved a level of individuals
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without health care coverage of less thar three percent of
total population through voluntary means, it is the intent of
the general assembly that the state shall consider the
imposition of a financing mechanism to provide guaranteed
coverage to all citizens of this state, The division shall
annually provide a written report to the governor and general
assembly no later than the third Monday of each regular
session of the general assembly indicating the percentage of
individuals in this state who do not have any health care
coverage, and summarizing progress toward the goal of three

percent.
Sec. 40. ALTERNATIVE MEDICAL MALPRACTICE DISPUTE
RESOLUTION PROCEDURES -- MEDICAL SCREENING PANEZLS -- STUDY.

The supreme court, in cooperation with the department of
public heaith and the insurance division, shall initiate a
study concerrning the development and use of alternative
medical malpractice dispute resolution procedures ané medical
screening panels. The study shall include, at a minimum, a
review of existing alternative dispute resolution procedures
and medical screening panels and provide for a comprehensive
review of existing statutes and court decisions in an effort
to maximize the benefits of alternative medical malpractice
dispute resclution procedures that have been successful while
assuring procedural protections and fair access to the court
system. The study shall also include any recommendations on
implementing aliternative medical malpractice dispute
resolution procedures ané mecdical screening panels in the
state along with a corresponding cost benefit analysis related
to each recommendation.

Sec. 41. INSURANCE DIVISION STUDIES.

1. The insurance division shall review, develop, and
submit a plan for the establishment of an individual health
coverage reinsurance program. The division shall submit a
written report to the general assembly no later than January

9, 1995, including the division's plan.

_25..




@ ~ N s W b

11
12
13
14
15
16
17
o
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

2. The insurance division shall review, study, and make
recommendations to the general assembly concerning the Iowa
comprehensive health insurance association established under
chapter 514E, with the intent to merge the Iowa comprehensive
health insurance program with an individual health reinsurance
program. The division shall submit a written report to the
general assembly no later than January 9, 1995, including the
division's findings and recommendations.

Sec. 42. TORT LIABILITY REFORM ACTUARIAL REVIEW.

1. The commissioner of insurance shall commence no later
than July 1, 1994, an actuarial review of the projected impact
of section 34 of this Act as it amends section 614.8 upon
medical liability claim experience and reserve requirements.
The commissioner shall order appropriate rate adjustments con-
sistent with the actuarial review effective upon the nex:
filing or renewal of policy rates by licensed carriers.

2. The commissioner shall submit a written report to the
general assembly no later than the third Monday of the 1995
regular session which reviews ané summarizes the results of
the actuarial study and any rate adjustments.

Sec. 43, RURAL HEALTH CARE DELIVERY MODELS. It is the
intent of the general assembly that the department of
inspections and appeals, through the hospital licensure boarg,
in conjunction with the department of public health and other
appropriate health care provider licensure boards, as
identified by the departments, review the California
alternative rural hospital model and the community
hospital/rural primary care hospital demonstration project
sponsored by the health care financing administration. The
review shall include an examination of existing provider
licensure statutes and administrative rules that inhibit or
preclude implementation of either alternative rural health
care delivery model and shall include specific legislative and
regqulatory s:trategy proposals for the removal of such
identified barriers. This written report shall be delivered
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by the department of inspections and appeals to the general
assembly on or before January 1, 1995.

Sec. 44. APPLICABILITY. Notwithstanding the provisions of
sections 513C.4 and 513C.S, chapter 513C, as enacted in this
Act, is not applicable to an individual health benefit plan
delivered or issued for delivery in this state or to a block
of individual health benefit plan business until such time as
rules implementing the chapter have been adopted by the
insurance division pursuant to chapter 17A.

Sec. 45. EFFECTIVE DATE. Section 27 of this Act, which
creates new section 513D.1, is effective January 1, 1995.

EXPLANATION
Section 8.6 is amended and authorizes the director of the
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department of management to establish a statewide health
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accounting system in coordination with the department of

public health, the department of human services, the
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department of elder affairs, the department of employment
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services, and the insurance division of the department of
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commerce. The department of managemen:t 1s granted access to
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all information necessary from the community health management
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information system created in chapter 144C.

Sections 18.133 and 18.136 are amended to provide that
hospitals licensed pursuant to chapter 135B, rural health
clinics defined pursuant to 42 U.S.C. § 1395(x), and physician
clinics are to be offered access to the Iowa communications
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network for diagnostic, clinical, consultative, data, and
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educational services for the purpose of developing a
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comprehensive, statewide telemedicine network.,
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Section 422.7 is amended to implement the tax credit for
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individual medical savings accounts. This bill allows the
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deduction of 100 percent of health insurance costs from
adjusted gross income in computing state individual income tax
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and allows a deduction for amounts of contributions to a
medical care savings account. In addition, the bill allows a ‘
deduction from adjusted gross income for the interest earned
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on a medical care savings account to the extent not withdrawn.

Section 505.7 is amended to grant the insurance
commissioner authority to assess a health insurance purchasing
cooperative audit and examination costs.

Section 505.7 is also amended by adding a new subsection
which provides that the commissioner may assess the costs of
an audit or examination to a health insurance purchasing
cooperative in the same manner as provided for .insurance
companies under sections 507.7 through 507.9.

Section 505.8 is amended to provide that the commissioner
is given jurisdiction to supervise all health insurance
purchasing cooperatives.

Section S509A.6, which relates to group insurance for publi
empioyees, is amended to provide that a governing body may
enroll in and contract with a health insurance purchasing
cooperative.

Section 509A.16 is amencded to provide that the director of
the department of management may approve expenditures of up to
$300,000 per fiscal year, from the surplus portion of the
general fund portion of the employer share of the state group
insurance reserves not needed to fund incentive programs, for
the purposes of health reform activities. This section is
repealed Suly 1, 1996,

Section 513B.2 is amended to provide that a small employer
is a person who employs not less than two and not mere than 50
fuli~time employees. Currently, a small employer 1s defined
as a person who employs not less than two and not more than 25
full-time employees.

Section 5138.4 is amended to addé a new subsection providing
that the premium adjustment factors contained in subsection 1
do not apply to a standard or basic health benefit plan.

Section 513B.4, subsection 2, is amended by striking
language related to the case characteristics which may be used
to adjust health insurance premiums for small groups and
inserting language that case characteristics other than famiiy
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composition and group size are not to be used by a small .
employer carrier without the prior approval of the
commissioner.

Section S513B.4 is amended to add a new subsection providing
that the commissioner may by order reduce or eliminate allowed
rating bonds as provided in subsection 1 of that section.

Section 513B.37 is amended to provide that the commissicner
is to determine what benefits or direct pay requirements must
be minimally included in a standard health benefit plan.

Section 513B.38 is amended to provide that the commissioner
may extend standard benefits to include preventative care
services and mental health ané substance abuse treatment

coverage.
New chapter 513C is created relating to individual health
coverage. New section 513C.1 provides the title, the
individual Health Insurance Market Reform Act.
New section 513C.2 states the purpose of the chapter. .
New section 5:3C.3 establishes the definitions of key terms
used in the chap:er.
New sectlion 513C.4 provides that the chapter applies to an
individual health benefit plan delivered or issued for
delivery to residents in this state on or after July 1, 1994.
New section 513C.5 establishes restrictions relating to
premium rates for individual health benefit plans. Among
those factors, the carrier is not to apply gender or industry
classification rating characteristics, and experience rating
characteristics only apply when an individual who is obtaining
health coverage does not currently have qualifying coverage,
as defined in the chapter. Certain other restrictions apply
relating to the transfer of an individual into and out of a
biock of business, and required disciosures relating to the
coverage are enumerated,
New section 513C.6 relates to the renewal of an individual
health benefit plan. Such plan 1s renewable at the option of
the individual, except under certain enumerated circumstances. .
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The section also provides that a carrier that elects not to
renew all of its individual health benefit plans in this state
shall be prohibited from writing new individual health benefit
plans in this state for a period of five years from the date
of the notice required to be provided to the commissioner of

such election.

New section 513C.7 provides that a carrier issuing
individual health benefit plans must issue such plan to an
individual applying for the plan except under certain defined
circumstances.

New section 513C.8 provides that the commissioner 1s to
adopt rules relating to the form and level of coverage of the
basic and stardard health benefit plan for the individuail
market.

New section 513C.9 establishes standards to assure fair
marketing of individual basic and standard health benefit
plans. Restrictions are also established relating to carrier
and the agent concerning the marketing of such plans.

New section 513D.1 is created which establishes a
regquirement that an employer provide an employee access to
group health insurance. The employer 1s not regquired to
financially contribute toward such insurance. The insurance
division is given enforcement authority with respect to this
requirement, which includes monetary penalties necessary %o
cure the failure to offer access to group coverage, as well as
charging enforcement costs to the offending employer.

New section 514C.8 is created which provides that a managed
care health plan or indemnity plan with a limited provider
network must provide patients direct access to providers
licensed under chapter 148, 150, or 150A. The section does
not apply if an employer offers employees a choice of health
plans, either directly or indirectly through a health

insurance purchasing cooperative, provided that the offered
choices include a% least one indemnity plan with unrestricted
choice of preovider, or at least one managed care health plan
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or indemnity plan with a limited provider network which
provides access as defined in this section.

New section 514I.1 is created which codifies a substantial
portion of 1993 Iowa Acts, chapter 158, section 2, which
directs the insurance commissioner to adopt rules and a
licensing procedure for establishing a health insurance
purchasing cooperative.

New chapter 5147 is created and relates to establishing andg
licensing accountable health plans in this state.

New section 514J.1 is created which defines an accountable
health plan as an entity which pays for and provides for the
delivery of health services within a defined area, and is
accountable to the public for the cost and gquality of such
services,

New section 514J.2 is created and directs the insurance
division to adopt rules relating to the establishment,
licensure, and regulation of accountable health plans. The
rules are t¢o allow flexibility in the structure of such plans
to permit the development of alternative structures in rural
areas of the state in response to the needs, preferences, and
conditions of rural communities.

New section 514J.3 is created and establishes licensing
requirements for accountable healzh plans.

New section 5143.4 defines terms used in chapter 514J.

Section 614.8 is amended to provide that a minor up to age
six has until! the minor's eighth birthday to bring an action
for medical malpractice,

The bill directs the department of public health, in
cooperation with the university of Iowa medical school and the
university of osteopathic medicine and health sciences, to
develop and establish a rural primary care initiative., The
department is required to submit a written report to the
general assembly no later than January 9, 1995, concerning the
status of the development of the rural primary care

initiative.
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The bill provides that the tax deductions established in
chapter 422 are effective on the date that similar federal
legislation is enacted and made effective for federal
individual income tax purposes.

The bill provides that it is the intent of the general
assembly that health care coverage be obtained by all Iowans
on a voluntary basis. The insurance division is directed to
report annually on the percent of individuals in this state
who do not have health care coverage.

The bill directs the supreme court, in cooperation with the
department of health and the insurance division, to initiate a
study concerning the development and use of alternative
medical malpractice dispute resolution procedures and medical
screening panels,

The bill directs the insurance division to review, develop,
and submit a pian for the establishment of an individual
hezith coverage reinsurance program. The division is also to
review, study, and make recommendations concerning the Iowa
comprehensive health insurance associatlion established in
chapter 514E.

The bill also includes provisions regarding a tort
liability reform actuarial review and a rural health care
delivery model study.

The bill provides that new section 513D.1 is effective

January 1, 1995.
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