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Section 1., NEW SECTION. 514E.1 DEFINITIONS.
As used in this chapter, unless the context otherwise re-

quires:

1. "Assoclation" means the Iowa comprehensive health as-
sociation established by section 514E.2.

2. '“"Association policy" means an individual policy issued
by the associatibn that provides the coverage specified in
section 514E.4.

3. ™"Carrier” means an insurer providing accident and sick-
ness insurance under chapter 509, 514 or S14A and includes a
health maintenance organizaticn established under chapter 514B
if payments received by the health maintenance organization
are considered premiums pursuant to section 514B.31 and are
taxed under chapter 432, "Carrier"” also includes a
corporation which becomes a mutual insurer pursuant to section
514.23 and any other person as defined in section 4.1,
subsection 13, who is or may become liable for the tax imposed
by chapter 432.

4. "Commissioner" means the commissioner of insurance.

5. "Eligible expenses" means the usual, customary and rea-
sonable charges for the health care services specified in
section 514E.4.

6. "Health care facility" means a health care facility as
defined in section 135C.1, subsection 4, a hospital as defined
in section 135B.1, subsection 1, or a community mental health
center established under chapter 230A.

7. "Health care services" means hospital services, medical
or surgilcal services, professional services provided by a
physician as defined in section 135.1, dental services, or
pharmaceutical or optometric services, the coverage of which
1s authorized uncder chapter 505, 514, S14A, or 514B as limited
by sections 3514E.4 and 514E.5, and includes services for the
purposes of preventing, alleviating, curing, or healing nhuman
lllness, injury, or physical disability.

8. "Health insurance" means accident and sickness
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insurance authorized by chapter 509, 514 or 514A.

9. "Health insurance trust fund” means the fund created in
section S514E.3.

i0. "Insured" means an individual who is provided
qualified comprehensive health insurance under an association
policy, which policy may include dependents and other covered

persons.
11. *"Medicaid" means the federal-state assistance program
established under Title XIX of the federal Social Security
Act.
12, "Medicare" means the federal government health
insurance program established under Title XVIII of the Social

Security Act.

13. "Policy" means a contract, policy, or plan of health
insurance.

14. "Policy year" means a consecutive twelve-month period
during which a policy provides or obligates the carrier to
provide health insurance.

Sec. 2. NEW SECTION. 514E.2 IOWA COMPREHENSIVE HEALTH
ASSOCIATION.

1. There is established a nonprofit corporation known as

the Iowa comprehensive health insurance association which
shall assure that health insurance, as limited by sections
514E.4 and S14E.S, is made available to each eligible Iowa
resident applying to the association for coverage. All
carriers as defined in section 514E.1, subsection 3, providing
health insurance or health care services in Iowa shall be mem-
bers of the association. The association shall operate under
a plan of operation established and approved under subsection
3 and shall exercise its powers through a board of directors
established under this section.

2. The board of directors cof the associlation shall consist
of not less than four nor more than eight members selected by
the members of the association, subject to approval by the

commissioner and a public member selscted by the commissioner.
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In order to select the initial board of directors and
organize the association, the commissioner shall give notice
to all carriers of the time and place of the organizational
meeting. In determining voting rights at the organizational
meeting, each carrier member is entitled to one vote in person
or by proxy. If the board of directors 1s not selected within
sixty days after the organizational meeting, the commissioner
shall appoint the initial board. 1In approving or selecting
members of the board, the commissioner shall consider whether
all carriers are fairly represented. Members of the board may
be reimbursed from the moneys of the association for expenses
incurred by them as members, but shall not be otherwise
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 necessary
or suitable to assure the fair, reasonable, and equitable ad-
ministration of the association. The plan of operation
becomes effective upon approval in writing by the commissioner
prior to the date on which the coverage under this chapter
must be made available. After notice and hearing, the
commissioner shall approve the plan of operation if the plan
is determined to be suitable to assure the fair, reasonable,
and equitable administration of the association, and provides
for the sharing of association losses, if any, on an equitable
and proporticnate basis among the member carriers. If the
association fails to submit a suitable plan of operation
within one hundred eighty days after the appointment of the
board of directors, or if at any later time the association
fails to submit suitable amendments to the plan, the
commissicner shall adopt, pursuant to chapter 17A, rules
recessary to implement this section. The rules shall continue
in force until modified by the commissioner or superseded by a
plan submitted by the assoclation and approved by the
commissioner. In addition to other requirements, the plan of

cperation shall provide for all of the followiing:
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a. The handling and accounting of assets and moneys of the
association.

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

c¢. Regular times and places for meeting of the board of
directors.

d. Records to be kept of all financial transactions, and
the annual fiscal reporting to the commissioner.

e. Procedures for selecting the board of directors and
submitting the selections toc the commissioner for approval.

f. Establishing, in cooperation with the commissioner of
insurance and the state comptroller, procedures for the
determination and payment to the association from the health
insurance trust fund of amounts which represent the net loss
for the preceding calendar year to the association. The
amount ©f the payment shall be based upon the amount of funds
deposited in the health insurance trust fund and the amount of
net loss of the association. If funds deposited in the health
insurance trust fund are insufficient to pay all of the
losses, the state comptroller shall notify the commissioner of
insurance and the association of the amount of the deficiency.

g. The periodic advertising of the general availability of
health insurance coverage from the association.

h. 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 both the board of directors and the commissioner.
The commissioner shall not approve a delegation unless the
protections afforded to the insured are substantially
equivalent to or greater than those provided under this
chapter.

5. The association has the general powers and authority
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enumerated by this subsection and executed in accordance with
the plan of operation approved by the commissioner under
subsection 3. The association has the general powers and
authority granted under the laws cf this state to carriers
licensed to issue health insurance. In additlion, the
association may do any of the following:

a. Enter into contracts as necessary Or proper to carry
out 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. Take legal action necessary to avoid the payment of im-
proper claims against the assoclation or the coverage provided
by or through the association.

d. Establish or utilize a medical review committee to
determine the reasonably appropriate level and extent of
health care services 1in each instance.

e. Establish appropriate rates, scales of rates, rate
classifications, and rating adjustments, which rates shall not
be unreasonable in relation to the coverage provided and the
reasonable operations expenses of the association.

£. Pool risks among members.

g. Issue association policies on an indemnity or provision
of service basis providing the coverage required by this
chapter.

h. Administer separate pools, separate accounts, or other
plans or arrangements considered appropriate for separate
members or groups of members.

i. Operate and administer any combination of plans, pools,
or other mechanisms considered appropriate to best accomplish
the fair and equitable operation of the association.

j. Appoint from among members appropriate legal,
actuarial, and other committees as necessary to provide
technical assistance in the operation of the association,

policy and other contract design, and any other Ffunctions
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within the authority of the association.

k. Hire independent consultants as necessary.

1. Develop a method of advising applicants of the availa-
bility of other coverages outside the association, and shall

promulgate a list of health conditions the existence of which
would make an applicant eligible without demonstrating a re-
jection of coverage by one carrier.

m. Include in its policies a provision providing for

subrogation rights by the association in a case in which the
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association pays expenses on behalf of an individual who 1s
injured or suffers a disease under circumstances creating a

I
N

liability upon another person to pay damages to the extent of

-
w

the expenses paid by the association but only to the extent
the damages exceed the policy deductible and coinsurance
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amounts paid by the insured. The association may walve its
subrogation rights if it determines that the exercise of the

—
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rights would be impractical, uneconomical, or would work a

=
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hardship on the insured.
6. Rates for coverages issued by the association shall not

—
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be unreasonable in relation to the benefits provided, the risk

N
O

experience, and the reasonable expenses of providing coverage.
Separate scales of rates based on age may apply for individual
risks. Rates must take into consideration the extra morbidity
and administration expenses, if any, for risks insured in the
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assoclation. The rates for a given classification shall not
be more than one hundred fifty percent of the average premium
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or payment rate for that classification charged by the five
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carriers with the largest health insurance premium or payment
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volume in the state during the preceding calendar year. In

determining the average rate of the five largest carriers, the
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rates or payments charged by the carriers shall be actuarially
adjusted to determine the rate or payment that would have been

W W W
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charged for benefits similar to those issued by the

association.
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7. Following the close of each calendar year, the
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association shall determine the net premiums and payments, the
expenses of admin:istration, and the incurred losses of the
association for the year. The association shall certify the
amount of any net loss for the preceding calendar year to the
commissioner of insurance and state comptroller who shall make
payment to the association according to procedures established
under subsection 3, paragraph "f". Any remaining loss, after
payment to the association from the health insurance trust
fund, shall be assessed by the assocliation to al. members in
proportion to their respective shares of total health
insurance premiums or payments for subscriber c¢ontracts
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. In 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 1its contractual
obligations. The association may also provide for an initiai
or interim assessment against members of the association if
necessary to assure the financial capability of the
assocliation to meet the incurred or estimated claims expenses
or operating expenses of the association until the next
calendar year is completed. Net gains, if any, must be held
at interest to offset future losses or allocated to reduce
future premiums.

8. The association shall conduct periodic audits to assure
the general accuracy of the financial data submitted to the
association, and the association shall have an annual audit of
its operations, made by an independent certified public
accountant.

9. The association is subject to examination by the
commissioner of insurance. Not later than April 30 of each
year, the board of directors shall submit to the commissioner

a financial report for the preceding calendar year in a form
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approved by the commissioner.

10. All policy forms issued by the association must be
filed with and approved by the commissioner before their use.

ll. The assocliation shall not issue an association policy
to an individual who, on the effective date of the coverage
applied for, has not been rejected for, already has, or will
have coverage similar to an association policy, as an insured
or covered dependent.

12. The association shall pay an agent's referral fee of
twenty-five dolliars to each insurance agent who refers an
applicant to the association if that applicant is accepted.

13. The association is exempt from payment of all fees and
all taxes levied by this state or any of its political
subdivisions.

l14. A member who, after July 1, 1986, has paid one or more
assessments levied under this chapter may take a credit
against the premium taxes, or similar taxes, upon revenues or
income of the member that are imposed by the state on health
insurance premiums pursuant to chapter 432 or payments subject
to taxation under section S14B8.31, up to the amount of twenty
percent of those taxes due, for each of the five calendar
years following the year for which an assessment was paid, or
until the aggregate of those assessments has been offset by
credits against those taxes if this occurs first. If a member
ceases doing business, all uncredited assessments may be
credited against its premium tax liability for the year 1t
ceases doing business.

Sec. 3. NEW SECTION. 514E.3 HEALTH INSURANCE TRUST FUND
-—- DEPOSIT OF MONEYS,

A health lnsurance trust fund is created within the state

treasury. Commencing in the calendar year beginning January
1, 1987, and annually thereafter, there shall be deposited in
the health insurance trust fund twenty-five percent of the
moneys set aside pursuant to 1985 Iowa Acts, chapter 239,

section 8. The moneys in the health insurance trust fund and

_8_




any income to the fund shall be used to make thne payments
provided for in section 514E.2, subsection 3, paragraph "f".

If after making & payment, there 1s a balance remaining in the

health insurance trust fund, the balance shall be retained in
the fund together with any interest or earnings that is earned
on the balance and may be used to cover future expenses of the
association. However, if the balance of the health insurance
trust fund after the payments provided for in section 514E.2,
subsection 3, paragraph "f" exceeds ten million dollars, then
the amount of the funds in excess of the ten million dollars
shall be transferred tc the separate account established in
1985 Iowa Acts, chapter 232, section 8.
Moneys deposited in the health insurance trust fund may be
invested by the treasurer of state in the same manner as
moneys in the general fund.
Sec. 4, NEW SECTION, ©514E.4 ASSOCIATION POLICY --
COVERAGE AND BENEFIT REQUIREMENTS ~- ELIGIBLE EXPENSES.
The association policy shall pay only the usual, customary .
and reasonable charges for medically necessary eligible health
care services which exceed the deductible and coinsurance
amounts applicable under section 514E.6. Eligible expenses
are the charges for the following health care services
furnished by a health care provider in an emergency situation
or furnished or prescribed by a health care provider:
1. Hospital services, including charges for the most
common semiprivate room, for the most common private room if
semiprivate rooms do not exist in the health care facility, or
for the private room if medically necessary, but limited to
total of one hundred eighty days in a calendar year.
2. Professional services for the diagnosis or <reatment o

L8

b

injuries, illnesses, cr conditions, other than mental or
dental, which are rendered by a health care provider, or at

the direction of a health care provider, by a staff of

registered nurses, licensed practical nurses, or other health .

care providers.
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3. The first twenty professional visits for the diagnosis
or treatment of one or more mental conditions, rendered during
a calendar year by one or more health care providers, or at
their direction, by their staff of registered nurses, licensed
practical nurses, or other health care providers.

4. Drugs and contraceptive devices requiring a prescrip-
tion.

5. Services of a skilled nursing facility as defined in
section 135C.1, subsection 3, or services in an intermediate
care facility as defined in section 135C.1, subsection 2, to
the same extent as the services would be paid in a skilled
nursing facility, for not more than one hundred eighty days in
a calendar vear.

6. Homemaker-home health services up t¢ one hundred eighty
days of service in a calendar year.

7. Use of radium or other radioactive material.

8. Oxygen.

9. Anesthetics.

10. Prostheses, other than dental.

11. Rental of durable medical equipment, other than eye
glasses and hearing aids, which have no personal use in the
absence of the condition for which prescribed.

12. Diagnostic X rays and laboratory tests.

13. Oral surgery for any of the following:

a. Excision of partially or completely erupted impacted
teeth.

b. Excision of a tooth root without the extraction of the
entire tooth.

c. The gums and tissues of the mouth when not performed in
connection with the extraction or repair of teeth.

14. Services of a physical therapist and services of a
speech therapist.

15. Professional ambulance services to the nearest health
care facility gqualified to treat the illness, injury, or

condition.
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16. Processing of blood, including but not limited to,
collecting, testing, fractionating, and distributing blood.

Sec. S. NEW SECTICN. S14E.5 EXPENSES EXCLUDED.

Eligible expenses shall not include an expense for any of

the following:

1. Services for which a charge is not made in the absence
of insurance or for which there is no legal obligation on the
part of a patient to pay.

2. Services and charges made for benefits provided under
the laws of the United States, including Medicare and
Medicaid, military service-connected disabilities, medical
services provided for members of the armed forces and their
dependents or for employees of the armed forces of the United
States, and medical services financed on behalf of all
citizens by the United States.

3. Benefits which would duplicate the provision of
services or payment of charges for any care for an injury,
disease, or condition for which either of the following
applies:

a. It arises out of and in the course of an employment
subject to a workers' compensation or similar law.

b. Benefits for it are payable without regard to fault
under a coverage required to be contained in any motor vehicle
or other liability insurance policy or equivalent selif-
insurance. However, this does not authorize exclusion of
charges that exceed the penefits payable under the applicable

workers' compensation or no-fault coverage.

4. Care which is primarily for a custodial or domiciliiary
purpose.

5. Cosmetic surgery unless provided as the result of an
injury or medicaily necessary surgical procedure.

6. Services the provision of which is not within the scope
of the ilicense or certificate of the institution or individual
rendering the services.

7. That part of any charge for services or articles

_ll_
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rendered or prescribed by a health care provider which exceeds
the prevailing charge in the locality where the service is
provided, or a charge for services or articles not medically
necessary.

8. Services rendered prior to the effective date of
coverage under this plan for the person on whose behalf the
expense is incurred.

9. Routine physical examinations including examinations to
determine the need for eye glasses and hearing aids.

10. Illness or injury due to an act of war.

11. Service of a blood donor and any fee for failure to
replace the first three pints of blood provided to an eligible
person each calendar year.

12, Personal supplies or services provided by a health
care facility or any other nonmedical or nonprescribed supply
or service.

13. Experimental services or supplies. Experimental means
a service or supply not recognized by the appropriate medical
board as normal mode of treatment for the illness or injury
involved.

14, Eye surgery if corrective lenses would alleviate the
problem.

The coverage and benefit requirements of this section for
association policies shall not be altered by any other state
law without specific reference to this chapter indicating a
legislative intent to add or delete from the coverage
requirements of this chapter.

This chapter does not prohibit the association from issuing
additional types of health insurance policies with different
types of benefits which, in the opinion of the board of
directors, may be of benefit to the citizens of the state.

Sec. 6. NEW SECTION. ©514E.6 POLICIES, DEDUCTIBLE AND
COINSURANCE REQUIREMENTS -- LIMITATIONS -~ LIFETIME BENEFIT
LIMIT.

1. Except as provided in subsection 3, an association

-13-
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deductible. Deductibles of five

thousand dollars on a per person

R~ N s W R

9 coilnsurance requirement shall be
11 deductible.

13 eligible expenses by the insured
14 and coinsurance shall not exceed
15 a. One thousand five hundred
18 dollar deductible policy.

20 deductible policy.

21 d. Four thousand dollars for

22 deductible policy.

24 ductible policy.

27 of two individuals under the pol

31 in the next calendar year.

33 fifty thousand dollars.

34 7. The association shall, in

— L

policy offered in accordance with this chapter shall include a

12 3. The maximum aggregate out-of-pocket payments for

16 five-hundred-dollar deductible policy.
17 b. Two thousand dollars for an individual cne~thousand-— .

19 c. Three thousand dollars for a family five-hurdred-dollar

23 €. An amount autherized by the board for any other de-

25 4. For a family policy, the maximum annual deductible
26 under the policy shall be the deductible chosen for a maximum

28 5. Eligible expenses incurred by a covered person in the
29 last three months of a calendar year, and applied toward a

20 deductible, shall also be applied toward the deductible amount

32 6. The lifetime benefit per covered person is two hundred

offer Medicare supplement policies designed to supplement

hundred dcllars and one
per calendar year basls shall

be offered. The board may authorize deductibles in other
amounts. The deductibles must be applied to the first five
hundred dollars, one thousand dollars, or other authorized
amount of eligible expenses lncurred by the covered person,
2. Except as provided in subsection 3, a mandatory ‘

imposed at the rate of twenty ‘

10 percent of eligible expenses in excess of the mandatory ‘

in the form of deductibles
in a policy year:
dollars for an individual

a family one-thousand-dollar

icy.

addition to cther policies, .

3
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Medicare and provide coverage of at least fifty percent of the
deductible and eighty percent of the covered expenses in
section 514E.4. Medicare supplement plans are subject to the
same limitations on premiums, deductibility, and annual out-
of -pocket expenses as other association policies.

Sec. 7. NEW SECTION. 514E.7 POLICIES -- ELIGIBLE PERSONS
-— DEPENDENT COVERAGE -- PREEXISTING CONDITIONS.

1. A person is not eligible for an association policy if
the person, at the effective date of coverage, has or will
have coverage under any insurance plan that has coverage
equivalent to an assoclation policy. Only residents of this
state are eligible for an association policy. Coverage under
an association policy is in excess of, and shall not
duplicate, coverage under any other form of health insurance.

2. A person is eligible to apply for an association policy
only if that person has been rejected for similar health
insurance coverage or is only offered health insurance
coverage at a rate exceeding the association rate.

3. An association policy shall provide that coverage of a
dependent unmarried person terminates when the person becomes
nineteen years of age or, if the person is enrolled full time
in an accredited educational institution, terminates at
twenty-five years of age. The policy shall also provide in
substance that attalnment of the limiting age does not operate
to terminate coverage when the person is and continues to be
both of the following:

a. Incapable of self-sustaining employment by reason of
mental retardation or physical handicap.

b. Primarily dependent for support and maintenance upon
the person in whose name the contract is issued.

Proof of incapacity and dependency must be furnished to the
carrier within one hundred twenty days of the person’'s attain-
ment of the limiting age, and subsequently as may be required
by the carrier, but not more frequently thar annually after
the two-year period following the person's attainment of the

-]14-
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limiting age.

4. An associaiion policy that provides coverage {or a
family member of the persca in whose name the contract is
issued shall also provide, as to the family member's coverage,
that the health insurance benafits applicable for children
include the coverage ivequired under section 514C.1.

5. An association policy may centain provisions under
which coverage is excluded during a perlcd of six months
following the effective date of coverage as to a given coverad
individual for preexisting conditions, as long as either of
the following exist:

a. The conditicn has manifested itself within a period of
six months before the effective date cf coverage in such a
manner as would cause an ordinarily prudent person to seek
diagnosis &or treatment.

h. Medical advice or treatment was recommended cr received
within a pericd of six months before the effective date of
coverage.

These preexisting condition exclusions shail be waived to
the extent to which similar exclusions have been satisfiea
under any pricr heaith insurance coverage which was
involuntarily terminated, if the application for pcol coverage
is made not later than thirty days following the involuntary
termination. In that case, coverage in the pool shall be
effective from the date on which the prior coverage was
terminated.

This subsection does not prohibit preexisting conditions
coverage in an association policy that is more favorable to
the insured than that specified in this subsection.

6. An 1ndividual is not eligible for coverage by the
assocliation if any of the following apply:

a. The individual is at the time of application eligible
for health care benefits under chapter 243A.

b. The individual has terminated coverage by the

association within the past twelve months,

~15-
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c. The individual is an inmate of a public institution or
is eligible for public programs for which medical care is
provided.

Sec. 8. NEW SECTION. 514E.8 POLICIES -- RENEWAL
PROVISIONS -- ELECTION TO CONTINUE COVERAGE UPON DEATH OF
POLICYHOLDER.

1. An association policy shall contain provisions under

which the association is obligated to renew the contract until
the day on which the individual in whose name the contract is
issued first becomes eligible for Medicare coverage, except
that in a family policy covering both husband and wife, the
age of the younger spouse shall be used as the basis for
meeting the durational requirements of this subsection.
However, when the individual in whose name the contract is
issued becomes eligible for Medicare coverage, the person
shall be eligible for the Medicare supplement plan offered by
the association.

2. The association shall not change the rates for
association policies except on a class basis with a clear
disclosure in the policy of the association's right to do so.

3. An association policy shall provide that upon the death
of the individual in whose name the policy is issued, every
other individual then covered under the contract may elect,
within a period specified in the policy, to continue coverage
under the same or a different policy until such time as the
person would have ceased to be entitled to coverage had the
individual in whose name the policy was i1ssued lived.

Sec. 9., NEW SECTION. 514E.9 RULES.

Pursuant to chapter 17A, the commissioner shall adopt rules

to provide for disclosure by carriers of the availability of

insurance coverage from the association, and to otherwise
implement this chapter.
Sec. 10. NEW SECTION. 514E.10 COLLECTIVE ACTION.
Neither the participation by carriers or members in the

association, the establishment of rates, forms, or procedures

-15_
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for coverage issued by the association, nor any joint or .
collective action required by this chapter shall be the basis
of any legal civil action, or criminal liability against the
association or members of it either jointly or separately.
Sec. 11. NEW SECTION. 514E.11 NOTICE OF ASSOCIATION
POLICY.
Commencing July 1, 1986, every carrier, inciuding a health

maintenance organization subject to chapter 514B, authorized

W ~J O B W R

9 to provide health care insurance or coverage for health care
10 services in Iowa, shall provide a notice and an application

11 for coverage by the association to any person who receives a
12 rejection of coverage for health insurance or health care

13 services, or a notice to any person who is informed that a

14 rate for health insurance or coverage for health care services
15 will exceed the rate of an association policy, that effective
16 January 1, 1987, that person is eligible to apply for health
17 insurance provided by the association. Application for the

18 health insurance shall be on forms prescribed by the board and .

19 made available to the carriers.

20 Sec. 12. Health insurance coverage provided under this Act
21 shall not be effective until January 1 following the effective
22 date of this Act.

23 EXPLANATION

24 This bill establishes the Iowa comprehensive health

25 association, the purpose of which is to provide accident and
26 health insurance for persons who might otherwilse not be

27 eligible for the coverage or who cannot obtain it at a

28 reasonable cost. The association shall coffer a Medicare

29 supplement plan. Carriers who write accident and health

30 insurance in Iowa and who are subject to the insurance premium
31 tax are required to be members of the association. Self-

32 insurers would not be members of the association. When

33 premiums and payments from the health insurance trust Ffund

34 created by this Act are insufficient to provide financing for
35 the assoclation, members of the association must be assessed .

_17_
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amounts sufficient to finance the association and coverages
provided by it. Credit against certain premium taxes is
provided to offset the assessment. The coverage limitations
are specified as well as the duties of the commissioner of
insurance and the association. A portion of the funds
collected pursuant to 1985 Iowa Acts, chapter 239, is used in
the health insurance trust fund created by this Act. The
balance of funds in the health insurance trust fund shall not

LU=l - = LY N LT I L

exceed ten million dollars.

HOUSE FILE 2181
FISCAL NQTE
REQUESTED BY REPRESENTATIVE BRAMMER
in compliance with a written request received February 5, 1986, a fiscal note for HOUSE

FILE 2181 is hereby submitted pursuant to Joint Rule 17. Data used in developing this
fiscal note are available from the Legislative Fiscal Bureau to membars of the Legislature

upon request.

House File 2181 estabiishes the lowa Comprehensive Health Association to provide accident
and health insurance for persons who are not eligible or who cannot obtain coveérage at s

” reasonable cost. Carriers who write accident and health insurance in lowa and who are |
subject to the insurance pramium tax are required to be members of the Association. The |
bill requires 25 percent of the moneys deposited in the Insurance Premium Set Aside fund to

be deposited in the Health Insurance Trust Fund commencing January 1, 1987

Fiscal EHect: Assuming the Insurance Premium Tax will generate approximately $80 miliion
annually, House File 2181 would transfer approximately $2.0 million (25%) annually from the
fnsurance Premium Set Aside Fund to the Health insurance Trust Fund created in this Act
commencing January 1, 1887

The estimated cost to the Insurance Department is expected to be less than $500 per yoar
(LSB B068H. TCF)

FILED FEBRUARY 13, 1986 BY DENNIS PROUTY, FISCAL DIRECTOR

ray
27
28
29
36
31
32
33

. 34
35

LLSB 8068H 71
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HOUSE FILE 2181
~5089

H
1 Amend House File 2181 as follows:

2 1. Page 1, by striking lines 27 through 34 and

3 inserting in lieu thereof the following:

4 "7. T"Health care services" means services, the

S coverage of which is authorized under chapter 509,

6 chapter 514, chapter 514A, or chapter 514B as limited
7 by sections 514E.4 and S514E.S5, and includes services
8 for the purposes of preventing, alleviating, curing,
9 or healing human illness, injury or physical

10 disability."

H~-5089 FILED FEBRUARY 13, 1986 BY BRAMMER of Linn
il 2ﬁréz(k.5m)

HOUSE FILE 2181
H-5098

Amend HRouse File 2181 as follows:

1. Page 8, by striking line 31 and inserting the
following: "treasury. Commencing July".

2. Page 17, by inserting after line 19 the
following:

"Sec. . There is appropriated from the general
fund of thé state on January 1, 1987 for the period
January 1, 1987 to July 1, 1987, to the Iowa
comprehensive health association the sum of twenty-
10 five thousand (25,000) dollars or as much thereof as
11 necessary for salaries and expenses."”

H-5098 FILED FEBRUARY 13, 1986 BY BRAMMER of Linn
A dep it g Gy 37

HOUSE FILE 2181

AMENDMENT H-5098

FISCAL NOTE
REQUESTED BY REPRESENTATIVE BRAMMER

O ER -~ Wk

In compliance with a written request received February 13, 1986, a fiscal nota for
AMENDMENT H5088 TO H.F. 2181 is hereby submitted pursuant to Joint Rule 17. Data used
in developing this fiscal note are available from the legislative Fiscal Bureau to members
of the Legislaturé upon request.

Amendment HS098 to House File 2181 would delay the effective date of transferring 25
percent of the Insurance Premium Set Aside Fund to the Health Insurance Trust Fund from
January 1, 1987 to July 1, 1987. The amendment also provides for an appropriation to the
Health Insurance Trust Fund.

Fiscal Eftect: Amendment H5098 provides a $25000 start up approprigtion to the Heslth
insurance Trust Fund for the period January 1, 1987 through June 30, 1987. The amendiment
transter $2.0 million {25%) from the insurance Premium Set Aside Fund to the Health

Insurance Trust Fund effective July 1, 1987 instead of January 1, 1987

The estimated cost to the Insurance Department is expected to be less than 5500 per vyear.

l. (LSB B0B8H.2, TCF)
h FILED FEBRUARY 13, 1986 BY DENNIS PROUTY, FISCAL DIRECTOR




HQUSE FILE 2181

Amend House File 2181 as follows:
L. Title page, line S, by inserting after the word
"coverage" the following: and providing an appropriation".
H-5220 FILED MARCH 3, 1986 BY BRAMMER of Linn

ADOPTED RY UNANIMOUS CONSENT
(f' 23/
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COMMERCE: Palmer. Chair; Tieden and Jensen

House File 218)

HOUSE FILE A /&/

BY COMMITTEE ON SMALL BUSINESS
AND COMMERCE

(As Aamended and Passed by the House March 3, 1986)

Passed House, Date z.3. . 53 Passed Senate, Date gd@_ggi}.#a%)
i

Vote: Ayes Z¢ _ Nays 2 Vote: Ayes g Nays _ ¢/

hoproved f . p 25 /77¢ Cp siss)

A BILL FOR

An Act establishing the Iowa comprehensive health association,

providing for a plan of operation, establishing financial
procedures, providing eligible expenses, excluding certain
requirements, and relating to other provisions of health

insurance coverage and providing an appropriation.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

uw
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HOUSE FILE 2181

5533

Amend House File 2181 as amended, passed, and
reprinted by the House as follows:

1. Page 14, line 14, by inserting after the word
"rejected” the following: "for medical reasons".

2. Page 14, line 16, by inserting after the word
"coverage" the following: "that is similar to the
association's coverage".

5533 Filed April 2, 1986
BY HOLDEN

y//o- oy (i,//c.;,&)

HE 2181
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Section 1. NEW SECTION. 514E.1 DEFINITIONS. .
As used in this chapter, unless the context otherwise re-

quires:
1. "Assoclation" means the Iowa comprehensive health as-

sociation established by section S514E.2.

2. "Association policy" means an individual policy issued
by the association that provides the coverage specified in
section S14E.4,

3. "Carrier" means an insurer providing accident and sick-
ness insurance under chapter 509, 514 or 514A and includes a
health maintenance organization established under chapter 514B
if payments received by the health maintenance organization

are considered premiums pursuant to section 514B.31 and are
taxed under chapter 432. "Carrier" also includes a
corporation which becomes a mutual insurer pursuant to section
514.23 and any other person as defined in section 4.1,

subsection 13, who is or may become liable for the tax imposed
by chapter 432. .
4. "Commissioner" means the commissioner of insurance.

5. "Eligible expenses" means the usual, customary and rea-
sonable charges for the health care services specified in
section S514E.4.

6. "Health care facility" means a health care facility as
defined in section 135C.l, subsection 4, a hospital as defined
in section 135B.1, subsection 1, or a community mental health
center established under chapter 230A.

7. "Health care services" means services, the coverage of

which 1is authorized under chapter 509, chapter 514, chapter
514A, or chapter 514B as limited by sections 514E.4 and

514E.5, and includes services for the purposes of preventing,

alleviating, curing, or healing human illness, injury or

physical disability.

8. "Health insurance" means accident and sickness
Insurance authorized by chapter 509, 514 or 514A. .
9. "Health insurance trust fund” means the fund created in :

...l_
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section S14E.3.

10. "Insured" means an individual who is provided
qualified comprehensive health insurance under an association
policy, which policy may include dependents and other covered
persons.

11. "Medicaid" means the federal-state assistance program
established under Title XIX of the federal Social Security
Act.

12. "Medicare" means the federal government health
insurance program established under Title XVIII of the Social
Security Act.

13, "Policy" means a contract, policy, or plan of health
insurance.

14, "Policy year" means a consecutive twelve-month period
during which a policy provides or obligates the carrier to
provide health insurance.

Sec., 2. NEW SECTION. 514E.2 IOWA COMPREHENSIVE HEALTH
ASSOCIATION.

1. There is established a nonprofit corporation known as
the Iowa comprehensive health insurance association which

shall assure that health insurance, as limited by sections
S14E.4 and 514E.5, is made available to each eligible Iowa
resident applying to the association for coverage. All
carriers as defined in section 514E.1, subsection 3, providing
health insurance or health care services in Iowa shall be mem-
bers of the association. The association shall operate under
a plan of operation established and approved under subsection
3 and shall exercise its powers through a board of directors
established under this section.

2. The board of directors of the association shall consist
of not less than four nor more than eight members selected by
the members of the association, subject to approval by the
commissioner and a public member selected by the commissioner.

In order to select the initial board of directors and

organize the association, the commissioner shall give notice
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to all carriers of the time and place of the organizational
meeting. In determining voting rights at the organizatiocnal
meeting, each carrier member is entitled to one vote in person
or by proxy. If the board of directors is not selected within
sixty days after the organizational meeting, the commissioner
shall appoint the initizl board. 1In approving or selecting
members of the board, the commissioner shall consider whether
all carriers are fairly represented. Members of the board may
be reimbursed from the moneys of the association for expenses
incurred by them as members, but shall not be otherwise
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 necessary
or suitable to assure the fair, reasonable, and equitable ad-
ministration of the association. The plan of operation
becomes effective upon approval in writing by the commissioner
prior to the date on which the coverage under this chapter
must be made available. After notice and hearing, the
commissioner shall approve the plan of operation if the plan
1s determined to be suitable to assure the fair, reasonable,
and equitable administration of the association, and provides
for the sharing of association losses, if any, on an equitable
and proportionate basis among the member carriers. If the
association fails to submit a suitable plan of operation
within one hundred eighty days after the appointment of the
board of directors, or 1f at any later time the association
fails to submit suitable amendments to the plan, the
commissioner shall adopt, pursuant to chapter 17Aa, 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 moneys of the

assocliation.

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

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

d. Records to be kept of all financial transactions, and
the annual fiscal reporting to the commissioner.

e. Procedures for selecting the board of directors and
submitting the selections to the commissioner for approval.

f. Establishing, in cooperation with the commissioner of
insurance and the state comptroller, procedures for the
determination and payment to the association from the health
insurance trust fund of amounts which represent the net loss
for the preceding calendar year to the association. The
amount of the payment shall be based upon the amount of funds
deposited in the health insurance trust fund and the amount of
net loss of the association. If funds deposited in the health
insurance trust fund are insufficient to pay all of the
losses, the state comptroller shall notify the commissioner of
irsurance and the association of the amount of the deficiency.

g. The pericdic advertising of the general availability of
health insurance coverage from the association.

h. 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 both the board of directors and the commissioner.
The commissiconer shall not approve a delegation unless the
protections afforded to the insured are substantially
equivalent to or greater than those provided under this
chapter.

5. The association has the general powers and authority
enumerated by this subsection and executed in accordance with

the plan of operation approved by the commissioner under

_4__
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subsection 3. The assocliation has the general powers and
authority granted under the laws of this state to carriers
licensed to issue health insurance. In addition, the
association may do any of the following:

a. Enter into contracts as necessary or proper to carry
out 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. Take legal action necessary to avoid the payment of im-
proper claims against the association or the coverage provided
by or through the association.

d. Establish or utilize a medical review committee to
determine the reasonably appropriate level and extent of
health care services in each instance.

€. Establish appropriate rates, scales of rates, rate
classifications, and rating adjustments, which rates shall not
be unreasconable in relation to the coverage provided and the
reasonable operations expenses of the association.

f. Pool risks among members.

g. Issue association policies on an indemnity or provision
of service basis providing the coverage required by this
chapter.

h. Administer separate pools, separate accounts, or other
plans or arrangements considered appropriate for separate
members or groups of members.

i. Operate and administer any combination of plans, pools,
or other mechanisms considered appropriate tc best accomplish
the fair and equitable operation of the association.

J- Appoint from among members appropriate legal,
actuarial, and other committees as necessary to provide
technical assistance in the operation of the association,
policy and other contract design, and any other functions
within the authority of the association.

kK. Hire independent consultants as necessary.

_5_
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1. Develop a method of advising applicants of the availa-
bility of other coverages outside the association, and shall
promulgate a list of health conditions the existence of which
would make an applicant eligible without demonstrating a re-
jection of coverage by one carrier.

m. Include in its policies a provision providing for
subrogation rights by the association in a case in which the
association pays expenses on behalf of an individual who 1is
injured or suffers a disease under circumstances creating a
liability upon another person to pay damages to the extent of
the expenses paid by the association but only to the extent
the damages exceed the policy deductible and coinsurance
amounts paid by the insured. The association may waive its
subrogation rights if it determines that the exercise of the
rights would be impractical, uneconomical, or would werk a
hardship on the insured.

6. Rates for coverages issued by the association shall not
be unreasonable in relation to the benefits provided, the risk
experience, and the reasonable expenses of providing coverage.
Separate scales of rates based on age may apply for individual
risks. Rates must take into consideration the extra morbidity
and administration expenses, if any, for risks insured in the
association. The rates for a given classification shall not
be more than one hundred fifty percent of the average premium
or payment rate for that classification charged by the five
carriers with the largest health insurance premium or payment
volume in the state during the preceding calendar year. 1In
determining the average rate of the five largest carriers, the
rates or payments charged by the carriers shall be actuarially
adjusted to determine the rate or payment that would have been
charged for benefits similar to those issued by the
association.

7. Following the close of each calendar year, the
association shall determine the net premiums and payments, the

expenses of administration, and the incurred losses of the
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association for the year. The association shall certify the
amount of any net loss for the preceding calendar year to the
commissioner of insurance and state comptroller who shall make
payment to the association according to procedures established
under subsection 3, paragraph "f". Any remaining loss, after
payment to the association from the health insurance trust
fund, 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 association may also provide for an initial
or interim assessment against members of the association if
necessary to assure the financial capability of the
assoclation to meet the incurred or estimated claims expenses
or operating expenses of the association until the next
calendar year is completed. Net gains, if any, must be held
at interest to offset future losses or allocated to reduce
future premiums.

8. The association shall conduct periodic audits to assure
the general accuracy of the financial data submitted to the
association, and the association shall have an annual audit of
its operations, made by an independent certified public
accountant,

§. The association is subject to examination by the
commissioner of insurance. Not later than April 30 of each
vear, the board of directors shall submit to the commissioner
a financial report for the preceding calendar year in a form
approved by the commissioner.

10. All policy forms issued by the association must be

_‘7_
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filed with and approved by the commissioner before their use.

11. The association shall not issue an association policy
to an individual who, on the effective date of the coverage
appliied for, has not been rejected for, already has, or will
have coverage similar to an association policy, as an insured
or covered dependent.

12. The association shall pay an agent's referral fee of
twenty-five dollars tc each insurance agent who refers an
applicant to the association if that applicant is accepted.

13. The association is exempt from payment of all fees and
all taxes levied by this state or any of its political
subdivisions.

14. A member who, after July 1, 1986, has paid cne or more
assessments levied under this chapter may take a credit
against the premium taxes, or similar taxes, upon revenues or
income of the member that are imposed by the state on health
insurance premiums pursuant to chapter 432 or payments subject
to taxation under section 514B.31, up to the amount of twenty
percent of those taxes due, for each of the five calendar
years following the year for which an assessment was paid, or
until the aggregate of those assessments has been offset by
credits against those taxes 1if this occurs first. If a member
ceases doing business, all uncredited assessments may be
credited against its premium tax liability for the year it
ceases doing business.

Sec. 3. NEW SECTION. 514E.3 HEALTH INSURANCE TRUST FUND
-— DEPOSIT QF MONEYS.

A health insurance trust fund is created within the state
treasury. Commencing July 1, 1987, and annually thereafter,
there shall be deposited in the health insurance trust fund
twenty-five percent of the moneys set aside pursuant to 1985
lowa Acts, chapter 239, section 8, The moneys in the health
insurance trust fund and any income to the fund shall be used
to make the payments provided for in section 514E.2,
subsection 3, paragraph "f". 1If after making a payment, there

_8_
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is a balance remaining in the health insurance trust fund, the .
balance shall be retained in the fund together with any

interest or earnings that is earned on the balance and may be

used to cover future expenses of the association. However, if

the balance of the health insurance trust fund after the

payments provided for in section 514E.2, subsection 3,

paragraph "f" exceeds ten million dollars, then the amount of

the funds in excess of the ten million dollars shall be

transferred to the separate account established in 1985 Iowa

Acts, chapter 239, section 8.
Mconeys deposited in the health insurance trust fund may be
invested by the treasurer of state in the same manner as
moneys in the general fund.
Sec. 4. NEW SECTION. S14E.4 ASSOCIATION POLICY --
COVERAGE AND BENEFIT REQUIREMENTS -- ELIGIBLE EXPENSES.
The association policy shall pay only the usual, customary
and reasonable charges for medically necessary eligible health .

care services which exceed the deductible and coinsurance
amounts applicable under section S14E.6. Eligible expenses
are the charges for the following health care services
furnished by a health care provider in an emergency situation
or furnished or prescribed by a health care provider:
L. Hospital services, including charges for the most
common semiprivate room, for the most common private room if
semiprivate rooms do not exist in the health care facility, or
for the private room if medically necessary, but limited to a
total of one hundred eighty days in a calendar year.
2. Professional services for the diagnosis or treatment of
injuries, illnesses, or conditions, other than mental or
dental, which are rendered by a health care provider, or at
the direction of a health care provider, by a staff of
registered nurses, licensed practical nurses, or other health
care providers.
3. The first twenty professional visits for the diagnosis .
or treatment of one or more mental conditions, rendered during '

_9_




a calendar year by one or more health care providers, or at
their direction, by their staff of registered nurses, licensed
practical nurses, or other health care providers.

4. Drugs and contraceptive devices requiring a prescrip-
tion.

5. Serwvices of a skilled nursing facility as defined in
section 135C.1, subsecticn 3, or services in an intermediate
care facility as defined in section 135C.1, subsection 2, to
the same extent as the services would be paid in a skilled
nursing facility, for not more than one hundred eighty days in
a calendar year.

6. Homemaker-home health services up to one hundred eighty
days of service in a calendar year.

7. Use of radium or other radicactive material.

8. Oxygen.

9. Anesthetics.

10. Prostheses, other than dental.

11. Rental of durable medical equipment, other than eye
glasses and hearing aids, which have no personal use in the
absence of the condition for which prescribed.

12, Diagnostic X rays and laboratory tests.

13. Oral surgery for any of the following:

a. Excision of partially or completely erupted impacted
teeth.

b. Exc¢ision of a tooth root without the extraction of the
entire tooth.

c. The gums and tissues of the mouth when not performed in
connection with the extraction or repair of teeth.

14, Services of a physical therapist and services of a
speech therapist.

15, Professional ambulance services to the npearest health
care facility qualified to treat the illness, injury, or
condition.

i6. Processing of blood, including but not limited to,
collecting, testing, fractionating, and distributing blood.
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Sec. S. NEW SECTION. 514E.5 EXPENSES EXCLUDED.
Eligible expenses shall not include an expense for any of

the following:

1. Services for which a charge is not made in the absence
of insurance or for which there is no legal obligation on the
part of a patient to pay.

2. Services and charges made for benefits provided under
the laws of the United States, including Medicare and
Medicaid, military service-connected disabilities, medical
services provided for members of the armed forces and their
dependents or for employees of the armed forces of the United
States, and medical services financed on behalf of all
citizens by the United States.

3. Benefits which would duplicate the provision of
services or payment of charges for any care for an injury,
disease, or condition for which either of the following
applies:

a. It arises out of and in the course of an employment
subject to a workers' compensation or similar law.

b. Benefits for it are payable without regard to fault
under a coverage required to be contained in any motor vehicle
or other liability insurance policy or equivalent self-
insurance. However, this does not authorize exclusion of
charges that exceed the benefits payable under the applicable
workers' compensation or no-fault coverage.

4. Care which is primarily for a custodial or domiciliary
purpose.

5. Cosmetic surgery unless provided as the result of an
injury or medically necessary surgical procedure.

6. Services the provision of which is not within the scope
of the license or certificate of the institution or individual
rendering the services.

7. That part of any charge for services or articles
rendered or prescribed by a health care provider which exceeds

the prevailing charge in the locality where the service is

_ll_
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provided, or a charge for services or articles not medically
necessary.

8. Services rendered prior to the effective date of
coverage under this plan for the person on whose behalf the
expense is incurred.

9. Routine physical examinations including examinations to
determine the need for eye glasses and hearing aids.

10. Illness or injury due to an act of war.

11. Service of a blood donor and any fee for failure to
replace the first three pints of blood provided to an eligible
person each calendar year.

12. Perscnal supplies or services provided by a health
care facility or any other nonmedical or nonprescribed supply
or service,

13. Experimental services or supplies. Experimental means
a service or supply not recognized by the appropriate medical
board as normal mode of treatment for the illness or injury
involved.

1l4. Eye surgery if corrective lenses would alleviate the
problem.

The coverage and benefit requirements of this section for
association policies shall not be altered by any other state
law without specific reference to this chapter indicating a
legislative intent to add or delete from the coverage
requirements of this chapter.

This chapter does not prohibit the association from issuing
additional types of health insurance policies with different
types of benefits which, in the opinion of the board of
directors, may be of benefit to the citizens of the state.

Sec. 6. NEW SECTION. ©514E.6 POLICIES, DEDUCTIBLE AND
COINSURANCE REQUIREMENTS -- LIMITATIONS --~ LIFETIME BENEFIT
LIMIT.

1. Except as provided in subsection 3, an association
policy offered in accordance with this chapter shall include a
deductible. Deductibles of five hundred dollars and one

_12_
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thousand dollars on a per person per calendar year basis shall
be offered. The board may authorize deductibles in other
amounts. The deductibles must be applied to the first five
hundred dollars, one thousand dollars, or other authorized
amount of eligible expenses incurred by the covered person.

2. Except as provided in subsection 3, a mandatory
coinsurance requirement shall be imposed at the rate of twenty
percent of eligible expenses in excess of the mandatory
deductible.

3. The maximum aggregate out-of-pocket payments for -
eligible expenses by the insured in the form of deductibles
and coinsurance shall not exceed in a policy year:

a. One thousand five hundred dollars for an individual
five~-hundred-dollar deductible policy.

b. Two thousand dollars for an individual one-thousand-
dollar deductible policy.

c. Three thousand dollars for a family five-hundred-dollar
deductible policy.

d. Four thousand dollars for a family one-thousand-dollar
deductible policy.

e. An amount authorized by the board for any other de-
ductible policy.

4. For a family policy, the maximum annual deductible
under the policy shall be the deductible chosen for a maximum
of two individuals under the policy.

S. Eligible expenses incurred by a covered person in the
last three months of a calendar year, and aﬁplied toward a
deductible, shall also be applied toward the deductible amount
in the next calendar year.

6. The lifetime benefit per covered person is two hundred
fifty thousand dollars.

7. The association shall, in addition to other policies,
offer Medicare supplement policies designed to supplement
Medicare and provide coverage of at least fifty percent of the

deductible and eighty percent of the covered expenses in
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section 514E.4. Medicare supplement plans are subject to the
same limitations on premiums, deductibility, and annual out-
of-pocket expenses as other association policies.

Sec. 7. NEW SECTION. S14E.7 POLICIES -- ELIGIBLE PERSONS
~ -DEPENDENT COVERAGE -- PREEXISTING CONDITIONS.

1. A person is not eligible for an association policy if

the person, at the effective date of coverage, has or will
have coverage under any insurance plan that has coverage
eguivalent to an association policy. Only residents of this
state are eligible for an association policy. Coverage under

[
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an assoclation policy is in excess of, and shall not
duplicate, coverage under any other form of health insurance.

2. A person is eligible to apply for an association policy
only if that person has been rejected for similar health

o
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insurance coverage or is only offered health insurance

1—‘
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coverage at a rate exceeding the association rate.
3. An assocliation policy shall provide that coverage of a

dependent unmarried person terminates when the person becomes

b=
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nineteen years of age or, if the person is enrolled full time
in an accredited educational institution, terminates at
twenty-five years of age. The policy shall also provide in
substance that attainment of the limiting age does not operate

[ T S S ]
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to terminate coverage when the person is and continues to be
both of the following:

a. Incapable of self-sustaining employment by reason of
mental retardation or physical handicap.

b. Primarily dependent for support and maintenance upon
the person in whose name the contract is issued.

2% I
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Proof of incapacity and dependency must be furnished to the

(8]
<

carrier within one hundred twenty days of the person's attain-

L
[

ment of the limiting age, and subsequently as may be required
by the carrier, but not more frequently than annually after
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the two-year period following the person's attainment of the

timiting age.
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4. An associration policy that provides coverage for a

o
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family member of the person in whose name the contract is
issued shall also provide, as to the family member's coverage,
that the health insurance benefits applicable for children
include the coverage required under section 514C.1.

5. An association policy may contain provisions under
which coverage is excluded during a period of six months
following the effective date of coverage as to a given covered
individual for preexisting conditions, as long as either of
the following exist:

a. The condition has manifested itself within a period of
six months before the effective date of coverage in such a
manner as would cause an ordinarily prudent person to seek
diagnosis or treatment,

b. Medical advice or treatment was recommended or received
within a period of six months before the effective date of
coverage.

These preexisting condition exclusions shall be waived to
the extent to which similar exclusions have been satisfied
under any prior health insurance coverage which was
involuntarily terminated, if the application for pool coverage
is made not later than thirty days following the involuntary
termination. In that case, coverage in the pool shall be
effective from the date on which the prior coverage was
terminated.

This subsection does not prohibit preexisting conditions
coverage in an association policy that is more favorable to
the insured than that specified in this subsection.

6. An individual is not eligible for coverage by the
association if any of the following apply:

a. The individual is at the time of application eligible
for health care benefits under chapter 249A,

b. The individual has terminated coverage by the
assoclation within the past twelve months.

€. The individual is an inmate of a public institution or

is eligible for public programs for which medical care is

—15-
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provided.
Sec. 8. NEW SECTION. S14E.8 POLICIES ~- RENEWAL

PROVISIONS -- ELECTION TO CONTINUE COVERAGE UPON DEATH OF
POLICYHOLDER.

1. An association policy shall contain provisions under
which the association is obligated to renew the contract until
tne day on which the individual in whose name the contract is
issued first becomes eligible for Medicare coverage, except
that in a family policy covering both husband and wife, the
age of the younger spouse shall be used as the basis for
meeting the durational reguirements of this subsection.
However, when the individual in whose name the contract is
issued becomes eligible for Medicare coverage, the person
shall be eligible for the Medicare supplement plan offered by

the association.

2. The association shall not change the rates for
association policies except on a class basis with a clear
disclosure in the policy of the association's right to do so.

3. An association policy shall provide that upon the death
of the individual in whose name the policy is issued, every
other individual then covered under the contract may elect,
within a period specified in the policy, to continue coverage
under the same or a different policy until such time as the
person would have ceased to be entitled to coverage had the
individual in whose name the policy was issued lived.

Sec. %. NEW SECTION. 514E.9 RULES.

Pursuant to chapter 17A, the commissicner shall adopt rules
to providé for disclosure by carriers of the availability cf

insurance coverage from the association, and to otherwise
impiement this chapter.

Sec. 10. NEW SECTION. 514E.10 COLLECTIVE ACTION.
Neither the participation by carriers or members in the
association, the establishment of rates, forms, or procedures

for coverage issued by the association, nor any joint or
collective action required by this chapter shall be the basis

._16_
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of any legal civil action, or criminal liability against the .

association or members of it either jointly or separately.
Sec. 11. NEW SECTION. 514E.11 NOTICE OF ASSOCIATION
POLICY.
Commencing July 1, 1986, every carrier, including a health
maintenance organization subject to chapter 514B, authorized

to provide health care insurance or coverage for health care
services in Iowa, shall provide a notice and an application
for coverage by the association to any person who receives a
rejection of coverage for health insurance or health care
services, or a notice to any person who is informed that a
rate for health insurance or coverage for health care services
will exceed the rate of an association policy, that effective
January 1, 1987, that person is eligible to apply for health
insurance provided by the association., Application for the
health insurance shall be on forms prescribed by the board and

Sec. 12. There is appropriated from the general fund of

made available to the carriers.

the state on January 1, 1987 for the period January 1, 1987 to
July 1, 1987, to the Iowa comprehensive health association the

sum of twenty-five thousand (25,000) dollars or as much

thereof as necessary for salaries and expenses.

Sec. 13. Health insurance coverage provided under this Act
shall not be effective until January 1 following the effective
date of this Act.

HF 2181
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Section 1. NEW SECTION. 514E.1 DEFINITIONS.

As used in this chapter, unless the context otherwise re--
quiies:

1. "Assoclation" means the lowa comprehensive health as-
sociation established by section S514E.2.

2. "Association policy" means an individual policy issued
by the association that provides the coverage specified in
section S14E.4.

3. "Carrier” means an insurer providing accident and sick-
ness insurance under chapter 509, 514 or 514A and includes a
health maintenance organization established under chapter 514B
if payments received by the health maintenance organization
are considered premiums pursuant to section 514B.31 and are
taxed under chapter 432. "Carrier" also includes a
corporation which becomes a mutual insurer pursuant to section
514.23 and any other person as defined in section 4.1,
subsection 13, who is or may become liable for the tax imposed
by chapter 432. '

4. "Commissioner” means the commissioner of insurance.

5. "Eligible expenses" means the usual, customary and rea-
sonable charges for the health care services specified in
section S514E.4.

6. "Bealth care facility” means a health care faciiity as
defined in section 135C.1, subsection 4, a hospital as defined
in section 135B.l1, subsection 1, or a community mental health
center established under chapter 230A.

7. "Health care services" means hospital services, medical
or surgical services, dental services, or pharmaceutical or
optometric services, the coverage of which is authorized under
chapter 509, 514, 514A, or 514B as limited by sections 514E.4
and S14E.5, and includes services for the purposes of prevent-
ing, alleviating, curing, or healing human illness, injury, or
physical disability.

8. "Health insurance"” means accident and sickness
ingurance authorized by chapter 509, 514 or S5S1l4A.

_1_
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9. “Health insurance trust fund" means the fund created in
section 514E.3.

10. "Insured" means an individual who is provided
qualified comprehensive health insurance under an association
policy, which policy may include dependents and other covered
persons.

11. "Medicaid" means the federal-state assistance program
established under Title XIX of the federal Social Security
Act.

12. "Medicare" means the federal government health
insurance program established under Title XVIII of the Social
Security Act.

13. "Policy" means a contract, policy, or plan of health
insurance.

14. "Policy year" means a consecutive twelve-month period
during which a policy provides or obligates the carrier to
provide health insurance.

Sec, 2. NEW SECTION. ©S14E.2 IOWA COMPREHENSIVE HEALTH
ASSOCIATION.

1. There is established a nonprofit corporation known as
the Iowa comprehensive health insurance association which
shall assure that health insurance, as limited by sections
514E.4 and S14E.5, is made available to each eligible Iowa
resident applying to the association for coverage. All
carriers as defined in section 514E.1l, subsection 3, providing
health insurance or health care services in Iowa shall be mem-
bers of the association. The association shall.operate under
a plan of operation established and approved under subsection
3 and shall exercise its powers through a board of directors
established under this section.

2. The board of directors of the association shall consist
of not less than five nor more than nine members selected by
the members of the association, subject to approval by the
commissioner,

In order to select the initial board of directors and
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organize the association, the commissioner shall give notice
to all carriers of the time and place of the organizational
meeting. In determining voting rights at the organizational
meeting, each carrier member is entitled to one vote in person
or by proxy. If the board of directors is not selected within
sixty days after the organizational meeting, the commissioner
shall appoint the initial board. In approving or selecting
members of the board, the commissioner shall consider whether
all carriers are fairly represented. Members of the board may
be reimbursed from the moneys of the association for expenses
incurred by them as members, but shall not be otherwise
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 necessary
or suitable to assure the fair, reasonable, and equitable ad-
ministration of the association. The plan of operation
becomes effective upon approval in writing by the commissioner
prior to the date on which the coverage under this chapter’
must be made available. After notice and hearing, the
commissioner shall approve the plan of operation if the plan
is determined to be suitable to assure the fair, reasonable,
and equitable administration of the association, and provides
for the sharing of association losses, if any, on an equitable
and proportionate basis among the member carriers. If the
association fails to submit a suitable plan of operation
within one hundred eighty days after the appointment of the
board of directors, or if at any later time the association
fails to submit suitable amendments to the plan, the
commissioner shall adopt, pursuant to chapter 17A, 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 reguirements, the plan of
operation shall provide for all of the following:

a. The handling and accounting of assets and moneys of the
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association.
b. The amount and method of reimbursing members of the

board.
c. Regular times and places for meeting of the board of

directors.

d. Records to be kept of all financial transactions, and
the annual fiscal reporting to the commissioner.

e. Procedures for selecting the board of directors and
submitting the selections to the commissioner for approval.

f. Establishing, in cooperation with the commissioner of
insurance and the state comptroller, procedures for the
determination and payment to the association from the health
insurance trust fund of amounts which represent the net loss
for the preceding calendar year to the association. The
amount of the payment shall be based upon the amount of funds
deposited in the health insurance trust fund and the amount of
net loss of the association. If funds deposited in the health
insurance trust fund are insufficient to pay all of the
losses, the state comptroller shall notify the commissioner of
insurance and the association of the amount of the deficiency.

g. The periodic advertising of the general availability of
health insurance coverage from the association.

h. 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. &
delegation under this section takes effect only upon the
approval of both the board of directors and the commissioner.
The commissioner shall not approve a delegation unless the
protections afforded to the insured are substantially
equivalent to or greater than those provided under this

chapter.
S. The association has the general powers and authority
enumerated by this subsection and executed in accordance with
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the plan of operation approved by the commissioner under
subsection 3. The association has the general powers and
authority granted under the laws of this state to carriers,
licensed to issue health insurance. 1In addition, the
association may do any of the following:

a. Enter into contracts as necessary or proper to carry
out 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. Take legal action necessary to avoid the payment of im-
proper claims against the association or the coverage provided
by or through the association.

d. Establish or utilize a medical review committee to
determine the reasonably appropriate level and extent of
health care services in each instance.

e. Establish appropriate rates, scales of rates, rate
classifications, and rating adjustments, which rates shall not
be unreasonable in relation to the coverage provided and the
reasonable operations expenses of the association.

£. Pool risks among members.

g. Issue association policies on an indemnity or provision
of service basis providing the coverage required by this
chapter.

h. Administer separate pools, separate accounts, or other
plans or arrangements considered appropriate for separate
members or groups of members.

1. Operate and administer any combination of plans, pools,
or other mechanisms considered appropriate to best accomplish
the fair and equitable operation of the association.

j. Appoint from among members appropriate legal,
actuarial, and other committees as necessary to provide
technical assistance in the operation of the association,
policy and other contract design, and any other functions
within the authority of the association.

_5._.
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k. Hire independent consultants as necessary.

1. Develop a method of advising applicants of the availa~
bility of other coverages outside the association, and shall
promulgate a list of health conditions the existence of which
would make an applicant eligible without demonstrating a re-
jection of coverage by one carrier.

m. Include in its policies a provision providing for
subrogation rights by the association in a case in which the
association pays expenses on behalf of an individual who 1is
injured or suffers a disease under circumstances creating a
liability upon another person to pay damages to the extent of
the expenses paid by the association.

6. Rates for coverages issued by the association shall not
be unreasonable in relation to the benefits provided, the risk
experience, and the reasonable expenses of providing coverage.
Separate scales of rates based on age may apply for individual
risks. Rates must take into consideration the extra morbidity
and administration expenses, if any, for risks insured in the
association. The rates for a given classification shall not
be more than one hundred fifty percent of the average premium
or payment rate for that classification charged by the five
carriers with the largest health insurance premium or payment
volume in the state during the preceding calendar year. In
determining the average rate of the five largest carriers, the
rates or payments charged by the carriers shall be actuarially
adjusted to determine the rate or payment that would have been
charged for benefits similar to those issued by the

association.
7. Following the close of each calendar year, the
association shall determine the net premiums and payments, the

expenses of administration, and the incurred losses of the
association for the year. The association shall certify the
amount of any net loss for the preceding calendar year to the
commissioner of insurance and state comptroller who shall make
payment to the association according to procedures established
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under subsection 3, paragraph "f". Any remaining loss, after
payment to the association from the health insurance trust
fund, 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 association may also provide for an initial
or interim assessment against members of the association if
necessary to assure the financial capability of the
association to meet the incurred or estimated claims expenses
or operating expenses of the association until the next
calendar year is completed. Net gains, if any, must be held
at interest to offset future losses or allocated to reduce
future premiums.

8. The association shall conduct periodic audits to assure
the general accuracy of the financial data submitted to the
association, and the association shall have an annual audit of
its operations, made by an independent certified public

accountant.
9. The association is subject to examination by the
commissioner of insurance. Not later than April 30 of each

year, the board of directors shall submit to the commissioner
a financial report for the preceding calendar year in a form
approved by the commissioner.

10. All policy forms issued by the association must be
filed with and approved by the commissioner before their use.

11. The association shall not issue an association policy
to an individual who, on the effective date of the coverage
applied for, has not been rejected for, already has, or will
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have coverage similar to an association policy, as an insured
or covered dependent. ’

12. The association shall pay an agent's referral fee of
twenty-five dollars to each insurance agent who refers an
applicant to the association if that applicant is accepted.

13. The association is exempt from payment of all fees and
all taxes levied by this state or any of its political
subdivisions,

14. A member who, after July 1, 1986, has paid one or more
assessments levied under this chapter may take a credit
against the premium taxes, or similar taxes, upon revenues or
income of the member that are imposed by the state on health
insurance premiums pursuant to chapter 432 or payments subject
to taxation under section 514B.31, up to the amount of twenty
percent of those taxes due, for each of the five calendar
years following the year for which an assessment was paid, or
until the aggregate of those assessments has been offset by
credits against those taxes if this occurs first. If a member
ceases doing business, all uncredited assessments may be
credited against its premium tax liability for the year it
ceases doing business.

Sec. 3. NEW SECTION. 514E.3 HEALTH INSURANCE TRUST FUND
~- DEPOSIT OF MONEYS.

A health insurance trust fund is created within the state
treasury. Commencing in the calendar year beginning January
1, 1987, and annually thereafter, there shall be deposited in
the health insurance trust fund twenty-five percent of the
moneys set aside pursuant to 1985 Iowa Acts, chapter 239,
section 8. The moneys in the health insurance trust fund and
any income to the fund shall be used to make the payments
provided for in section 514E.2, subsection 3, paragraph "f".
If after making a payment, there is a balance remaining in the
health insurance trust fund, the balance shall be retained in
the fund together with any interest or earnings that is earned
on the balance and may be used to cover future expenses cf the
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association. However, if the balance of the health insurance
trust fund after the payments provided for in section 514E.2,
subsection 3, paragraph "f" exceeds ten million dollars, then
the amount of the funds in excess of the ten million dollars
shall be transferred to the separate account established in
1985 Iowa Acts, chapter 239, section 8.

Moneys deposited in the health insurance trust fund may be
invested by the treasurer of state in the same manner as
moneys in the general fund.

Sec. 4. NEW SECTION. 514E.4 ASSOCIATION POLICY --
COVERAGE AND BENEFIT REQUIREMENTS -- ELIGIBLE EXPENSES.

The association policy shall pay only the usual, customary
and reasonable charges for medically necessary eligible health
care services which exceed the deductible and coinsurance
amounts applicable under section S514E.6. Eligible expenses
a:= the charges for the following health care services
furnished by a health care provider in an emergency situation
or furnished or prescribed by a health care provider:

1. Hospital services, including charges for the most

common semiprivate room, for the most common private room if

semiprivate rooms do not exist in the health care facility, or
for the private room if medically necessary, but limited to a
total of one hundred eighty days in a calendar year.

2. Professional services for the diagnosis or treatment
injuries, illnesses, or conditions, other than mental or
dental, which are rendered by a health care provider, or at
the direction of a health care provider, by a staff of
registered nurses, licensed practical nurses, or other health
care providers. ' '

3. The first twenty professional visits for the diagnosis
or treatment of one or more mental conditions, rendered during
a calendar year by one or more health care providers, or at
their direction, by their staff of registered nurses, licensed
practical nurses, or other health care providers.

4. Drugs and contraceptive devices requiring a prescrip-
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tion.
5. Services of a skilled nursing facility as defined in

section 135C.1, subsection 3, or services in an intermediate
care facility as defined in section 135C.1, subsection 2, to
the same extent as the services would be paid in a skilled
nursing facility, for not more than one hundred eighty days in
a calendar year.

6. Homemaker-home health services up to one hundred eighty
days of service in a calendar year.

7. Use of radium or other radicactive material.

8. Oxygen.

9. Anesthetics.

10. Prostheses, other than dental.

11. Rental of durable medical equipment, other than eye
glasses and hearing aids, which have no personal use in the
absence of the condition for which prescribed.

12. Diagnostic X rays and laboratory tests.

13. Oral surgery for any of the following:

a. Excision of partially or completely erupted impacted
teeth.

b, Excision of a tooth root without the extraction of the
entire tooth.

c. The gums and tissues of the mouth when not performed in
connection with the extraction or repair of teeth.

14, Services of a physical therapist and services of a
speech therapist. -

15. Professional ambulance services to the nearest health
care facility qualified to treat the illness, injury, or
condition.

16. -Processing of blood, including but not limited to,
collecting, testing, fractionating, and distributing blood.

Sec. 5. NEW SECTION. S14E.5 EXPENSES EXCLUDED.

Eligible expenses shall not include an expense for any of
the following:

1. Services for which a charge is not made in the absence
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of insurance or for which there is no legal obligation on the
part of a patient to pay.

2. Services and charges made for benefits provided under
the laws of the United States, including Medicare and
Medicaid, military service~connected disabilities, medical
services provided for members of the armed forces and their
dependents or for employees of the armed forces of the United
States, and medical services financed on behalf of all
citizens by the United States.

3. Benefits which would duplicate the provision of
services or payment of charges for any care for an injury,
disease, or condition for which either of the following
applies:

a. It arises out of and in the course of an employment
subject to a workers' compensation or similar law.

b. Benefits for it are payable without regard to fault
under a coverage required to be contained in any motor vehicle
or other liability insurance policy or equivalent self-
insurance. However, this does not authorize exclusion of
charges that exceed the benefits payable under the applicable
workers' compensation or no-fault coverage.

4. Care which is primarily for a custodial or domiciliary
purpose.

S. Cosmetic surgery unless provided as the result of an
injury-or medically necessary surgical procedure.

6. Services the provision of which is not within the scobe
of the license or certificate of the institution or indiwvidual
rendering the services.

7. That part of any charge for services or articles
rendered or prescribed by a health care provider which exceeds
the prevailihg charge in the locality where the service is
provided, or a charge for services or articles not medically
necessary.

8. Services rendered prior to the effective date of
coverage under this plan for the person on whose behalf the
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expense is incurred.

9. Routine physical examinations including examinations to
determine the need for eye glasses and hearing aids.

10, Illness or injury due to an act of war.

ll1. Service of a blood donor and any fee for failure to
replace the first three pints of blood provided to an eligible
person each calendar year.

12, Personal supplies or services provided by a health
care facility or any other nonmedical or nonprescribed supply
or service.

13. Experimental services or supplies. Experimental means
a service or supply not recognized by the appropriate medical
board as normal mode of treatment for the illness or injury
involved.

14. Eye surgery if corrective lenses would alleviate the

problenm.

The coverage and benefit requirements of this section for
association policies shall not be altered by any other state
law without specific reference to this chapter indicating a
legislative intent to add or delete from the coverage
requirements of this chapter.

This chapter does not prohibit the association from issuing
additional types of health insurance policies with different
types of benefits which, in the opinion of the board of
directors, may be of benefit to the citizens of the state.

Sec. 6. NEW SECTION. S14E.6 POLICIES, DEDUCTIBLE AND
COINSURANCE REQUIREMENTS —-- LIMITATIONS -- LIFETIME BENEFIT
LIMIT. .

1. Except as provided in subsection 3, an association
policy offered in accordance with this chapter shall include a
deductible. Deductibles of five hundred dollars and one
thousand dollars on a per person per calendar year basis shall
be offered. The board may authorize deductibles in other
amounts. The deductibles must be applied to the firgt five
hundred dollars, one thousand dollars, or other authorized

-12-
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amount of eligible expenses incurred by the covered person.

2. Except as provided in subsection 3, a mandatory
coinsurance requirement shall be imposed at the rate of twenty
percent of eligible expenses in excess of the mandatory
deductible.

3. The maximum aggregate out-of-pocket payments for
eligible expenses by the insured in the form of deductibles
and coinsurance shall not exceed in a policy year:

a. One thousand five hundred dollars for an individual
five-hundred-dollar deductible policy.

b. Two thousand dollars for an individual one-thousand-

dollar deductible policy.
¢. Three thousand dellars for a family five-hundred-dollar

O 0 ~JJ v v e W

- e
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deductible policy.
d. Four thousand dollars for a family one-thousand-dollar

deductible policy.
e. An amount authorized by the board for any other de-

et e i )
W ~ N

ductible policy.
4. For a family policy, the maximum annual deductible
under the policy shall be the deductible chosen for a maximum

o)
0

20

21 of two individuals under the policy.

22 5. Eligible expenses incurred by a covered person in the
23 last three months of a calendar year, and applied toward a

deductible, shall also be applied toward the deductible amount

[N I
[ 9

in the next calendar year.
6. The lifetime benefit per covered person is two hundred

NN N
~ o

£ifty thousand dollars.
7. The association shall, in addition to other policies,

offer Medicare supplement policies designed to supplement
Medicare and provide coverage of at least fifty percent of the
deductible and eighty percent of the coéered expenses in
section S514E.4. Medicare supplement plans are subject to the
same limitations on premiums, deductibility, and annual out-~
of-pocket expenses as other association policies.

Sec. 7. NEW SECTION. S14E.7 POLICIES —- ELIGIBLE PERSONS

W W W W W w NN
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-~ DEPENDENT COVERAGE -- PREEXISTING CONDITIONS.

1. A person 1s not eligible for an association policy if
the person, at the effective date of coverage, has or will
have coverage under any insurance plan that has coverage
equivalent to an association policy. Only residents of this
state are eligible for an association policy. Coverage under
an association policy is in excess of, and shall not
duplicate, coverage under any other form of health insurance.

2. A person is eligible to apply for an association policy
only if that person has been rejected for similar health
insurance coverage or is only offered health insurance
coverage at a rate exceeding the association rate.

3. An association policy shall provide that coverage of a
dependent unmarried person terminates when the person becomes
nineteen years of age or, if the person is enrolled full time
in an accredited educational institution, terminates at
twenty-five years of age. The policy shall also provide in
substance that attainment of the limiting age does not bperate
to terminate coverage when the person 1s and continues to be
both of the following:

a. Incapable of self-sustaining employment by reason of
mental retardation or physical handicap.

b. Primarily dependent for support and maintenance upon
the person in whose name the contract is issued.

Proof of incapacity and dependency must be furnished to the
carrier within one hundred twenty days of the person's attain-
ment of the limiting age, and subsequently as may be required
by the carrier, but not more frequently than annually after
the two-year period following the person's attainment of the
limiting age.

4. An association policy that provides coverage for a
family member of the person in whose name the contract is
issued shall also provide, as to the family member's coverage,
that the health insurance benefits applicable for children
include the coverage required under section 514C.1.

-14-




5. An association policy may contain provisions under
which coverage is excluded during a period of six months
following the effective date of coverage as to a given covered
individual for preexisting conditions, as long as either of
the following exist:

a. The condition has manifested itself within a period of
six months before the effective date of coverage in such a
manner as would cause an ordinarily prudent person to seek

L O -~ N b W

diagnosis or treatment.
b. Medical advice or treatment was recommended or received

within a period of six months before the effective date of

-
N OO

coverage.
These preexisting condition exclusions shall be waived to

the extent to which similar exclusions have been satisfied

=
oW

under any prior health insurance coverage which was
involuntarily terminated, if the application for pool coverage
ig made not later than thirty days following the involuntary
termination. In that case, coverage in the pool shall be
effective from the date on which the prior coverage was

el e
W 00~

terminated.

This subsection does not prohibit preexisting conditions
coverage in an association policy that is more favorable to
the insured than that specified in this subsection.

6. An individual is not eligible for coverage by the
association if any of the following apply:

a. The individual is at the time of application eligible
for health care benefits under chapter 249A. '

b. The 1individual has terminated coverage by the
association within the past twelve months.

c. The individual is an inmate of a public institution or
is eligible for public programs for which medical care is

W W W NN NN N NN
MO O W RNy WO

provided.
Sec. 8. NEW SECTION. 514E.8 POLICIES -~ RENEWAL

PROVISIONS -- ELECTION TO CONTINUE COVERAGE UPON DEATH OF
POLICYHOLDER.

w
w
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l. An association policy shall contain provisions under
which the association is obligated to renew the contract until
the day on which the individual in whose name the contract is
issued first becomes eligible for Medicare coverage, except
that in a family policy covering both husband and wife, the
age of the younger spouse shall be used as the basis for
meeting the durational requirements of this subsection,
However, when the individual in whose name the contract is
igssued becomes eligible for Medicare coverage, the person
shall be eligible for the Medicare supplement plan offered by
the association.

2. The association shall not change the rates for
association policies except on a class basis with a clear
disclosure in the poliey of the association's right to do so.

3. An association policy shall provide that upon the death
of the individual in whose name the policy is issued, every
other individual then covered under the contract may elect,
within a period specified in the policy, to continue coverage
under the same or a different policy until such time as the
person would have ceased to be entitled to coverage had the
individual in whose name the policy was issued lived.

Sec. 9. NEW SECTION. 514E.9 RULES.

Pursuant to chapter 17A, the commissiconer shall adopt rules
to provide for disclosure by carriers of the availability of
insurance coverage from the association, and to otherwise
implement this chapter.

Sec. 10. NEW SECTION. G514E.10 COLLECTIVE ACTION.
Neither the participation by carriers or members in the
association,‘the establishment of rates, forms, or procedures

for coverage issued by the association, nor any joint or
collective action required by this chapter shall be the basis
of any legal civil action, or criminal liability against the
asgociation or members of it either jointly or separately.

Sec. 11. NEW SECTION. ©514E.11 NOTICE OF ASSOCIATION

POLICY.
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Commencing July 1, 1986, every carrier, including a health
maintenance organization subject to chapter 514B, authorized
to provide health care insurance or coverage for health care
services in Iowa, shall provide a notice and an application
for coverage by the association to any person who receives a
rejection of coverage for health insurance or health care
services, or a notice to any person who is informed that a
rate for health insurance or coverage for health care services
will exceed the rate of an association policy, that effective
January 1, 1987, that person is eligible to apply for health
insurance provided by the association. Application for the
health insurance shall be on forms prescribed by the board and
made available to the carriers.

Sec. 12. 1985 Iowa Acts, chapter 239, section 8, is
amended to read as follows:

SEC. 8. For each fiscal year beginning July 1, 1985,
except for the amount appropriated in section 7 of this Act,
the entire increase, as determined by the commissioner of
insurance and certified to the comptroller of state, or taxes
pald under chapter 432 on premiums and payments on individual
and group accident and health insurance policies and
certificates and individual and group subscriber contracts
under chapter 514 shall be set aside in a separate account
within the general fund and reserved solely for the purposes
of implementing the programs to be studied as provided in
section 9 of this Act. The balance of the account shall be
considered part of the balance of the general fund of the
state except for purposes of determining the annual inflation
factor under section 422.4, subsection 17. The funds within
the account shall not be expended except as otherwise provided
by the general assembly. Interest accruing on the funds
within the account shall remain in the account unless other-

wigse provided by the general assembly.
Sec. 13. BHealth insurance coverage provided under this Act

shall not be effective until January 1 following the effective
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date of this Act.

EXPLANATION

This bill establishes the Iowa comprehensive health
association, the purpose of which is to provide accident and
health insurance for persons who might otherwise not be
eligible for the coverage or who cannot obtain it at a
reasonable cost. The association shall offer a Medicare
supplement plan. Carriers who write accident and health
insurance in Iowa and who are subject to the insurance premium
tax are required to be members of the association. Self-
insurers would not be members of the association. When
premiums and payments from the health insurance trust fund
created by this Act are insufficient to provide financing for
the association, members of the association must be assessed
amounts sufficient to finance the association and coverages
provided by it. Credit against certain premium taxes is
provided to offset the assessment. The coverage limitations
are specified as well as the dutiegs of the commissioner of
insurance and the association., The bill also provides that
interest accruing on the moneys collected pursuant to 1985
Iowa Acts, chapter 239, section 8, shall remain a part of the
fund created in that Act. A portion of those funds are used
in the health insurance trust fund created by this Act. The
balance of funds in the health insurance trust fund shall not
exceed ten million dollars.

LSB 7212H 71
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HOUSE FILE 2181

AN ACT
ESTABLISEING THI 10WA COMPREHENSIVE BEALTH ASSOCIATION, PRO-
VIDING FOR A PLAN OF OPERATION, ESTASLISHING FINANCILAL
PROCEDURES, PROVIDING ELIGIBLE EXPENSES, EXCLUDING CER-
TAIN FEQUIREMENTS, AND RELATIKG TO OTHZR PROVISIONS OF
HEALTS INSURANCE COVERAGE AND PROVIDING AN APPROPRIATION.

AE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF ICWA:

Section 1. HEW SECTION. 514E.1 DETINITIONS.

As used in this chapter, unless the context otherwise re-
qulires:

I. "Association® means the Iowa cocprehensive health asg-
soctation established by section S14&.2.

2. U"hssociation policy” means an individual policy issued
by the asscciation that provides the coverage specified in
section 314E.4.

3. “Carrier™ means an insucer providing accident and sick-
ness insucance under chapter 509, 514 ar 5314A and includes a
health maintenance organization establ:shed under chapter 514B
if payments received by the heal:th gmainztenance organization
are considered premiums pursuant Lo section Si4R.31 and ace
taxed under chapter 432, “Carrier" also includes a
corparation which becones a mutval insurer pursuant to section
514.22 and any cther person as defined in section 1.1,
subsection 13, who is or may become liavle for the tax inposed
by chaptac 432.

.

4. “Cormissioner” means the cormissiorec of insurance.
5. "Zligible expenses™ Fmeans the yvsval, customary and rea-
sonable chatrges for tne health care se-vices speciiied 1n
section 314Z.4.

6. T"Fealth care facilaty” means a healelh care Zacilicy as
defined 1 section 133C.1, subsecticr 3, a hespival as delined
in sectiza 13%8.]1, subsecticn 1, or a fommunity mental health
center eitablisned undec crapte:r 2304

Bouse file 2181, p. ?

7. “Healtkh care services” Means services, the coverage of
which is authcrized under chapter 309, chapter 514, chapter
514A, or chapter $14B as limited by sections Sl4E.4 and
S14E.5, and includes services for the purposes of preventing,
alleviating, curing, ot nealing human illness, injury oc
physical disability,

8. “Health insurance” means accident and sickness
insurance authorized by chapter 509, 514 ocr S14A.

9. “"Health insurance trust fund" means the fund created in
section S14E, 3.

10. "Insured” means an individual who is provided
qualified comprehensive health insurance under an association
policy, which policy mzy include dependents and other covered
persons,

11. "Medicaid" means the federal-state assistance program
established under Title XIX of the federal Social Security
Act.

12, "Medicare" means the federal goverpment health
insurance program estadlisned under Title XVIIL of the Social
Secutity Act.

13. "Policy" means a contract, golicy, or plam of health
insutance,

14. "Policy year” means a consecutive twelve-month period
during which a policy provides or obligates the carcier to
provide health insuraace,.

Sec. 2. HEW SECTION. S514F.2 IOWA COMPREHENSIVE HEALTH
ASSOCIATION,

1. There is established a nonprofit corporaticon Xnown as
the lowa comprehensive health insurance association which
shall assure that healid insurance, as limited by sections
S14E.4 ard 314E.%, is made availanle to each eligible [owa
resident applying to the asscciat:on for coverage. All
carcriers as defined in section S13Z.1, subsection 3, providing
kealth insurarce or health care sesvices in Iowa shall be mem-
bers of tne assoclaticn, Tne asscolation shall operate under
a plan of operation established and approved under subsection
1 and shall exercise .*n gowers I0:ough ¢ board of directors

established under this sectaen.

1812 'd'H
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7. The board of directors of tne associaticn shall consist
of not lesa than four noc mocre than eigh:t rembers selected by
the memters of the asscciat:on, subject to appeoval oy the
commissioner and a public membLec selected by ihe comrissioner.

In order to select the initial board of directors and
aroanize the association, the cemmigsioner shall give notice
> all carriers of the time and place of the organizational
mecting. In detecmining vwoting rights at the organizacional
meirting, each carcier member is entitled to one vote in person
o¢ by proxy. If the board of ditectors is not selected within
sixty days after the organizational meeting, the commissioner
shall appoint the initial boatrd. In appeoving or selecting
members of the board, the ccmmissioner shall consider whether
all carriers are fairly represented. Members of the hoard iay
be reimbursed frcm the moneys of the asscciation for expanses
incurred by them as rmenbers, but shall not be otherwise
ceopensated by the association Eor their services.

3. The asscciation shall submit to the corwissionet a plan
cf oparation for the assoc:iation and ary amendrents necessary
or suitable to assure the fair, veasonable, and equitadle ad-
~inistration of the association., The plan of operation
tecomes effective upon approval in writing by The cormissioner
pr:or to the date on which the coverage under tals Chapter
must be made available. After acltice and hearing, the
commissioner shall approve the plan of operation it the pian
15 determined to bte suitable to assure the feir, ceascnable,
and equitable administeation of the asscciation, and provides
for the sharing of asscriatics losses, if any, on an egaitable
and proporticonate basis among the member catriers. If the
association fails to submit a suitable plan of operation
w.tnin one hundred eighty days after the appointrent of the
Woa:zd of directors, or if at any later time the association
fai1ls to submit suvitable armendments to the plan, the
comnissioner shall adopt, purscant to chapter 174, cules
necessaty to implement this section. The rtules shall continue
1n focce until codified by the ceamissione: ov superseded by a
nlan submitted by the association and approveds by the

Bouse File 2131, p. 4

cormigssioner. In addition ¢ cther requitements, the plan of
cperation snall peovide for all of the following:

a. The kandling and accounting of assets and ncneys of the
association,

b. The amount and method of ceirbursing merbers of the
boarad.

c. FRegular times and places tor meeting of the board of
directors.

d. Records to be kept of all tinancial transactions, and
the annual fiscal reporting to the cornisgioner,

¢. Procedures for selecting the bcard of directors and
submitting tne selections Lo the cormissioner for approval.

f. Establishiog, in cooperation with the cemmissicrer of
insucance ard the state corptrcller, procedures for the
determination and paywent to tne association from the health
insurance trust fund of amcunts which represent the net 1css
for the preceding calendar year to the association. The
amcunt of the payment shall be based upon the amount of funds
deposised in the health insucance trust fund and the amount of
net less of the asscciation. If funds deposited in the health
Lnsucance teust fund are insafficient to pay ail of the
Lo8ses, the state cemptrelier shall notafy the compissicner of
_nsurtance and the assaciation of the amosnt of the deficiency.

¢. The pecrodic advertising of the venecal availability of
health insurance coverace feom the association.

h. Additional provisions necessary or propec for the
execution of the powers and duties of the asscciation.

4. The plan of opcration may provide that the powecrs and
duties of the association may be delegated Lo a persen who
will pecform Eunctions similar to those of the association. A
delegation under this section takes effect only upon the
apptoval of both the beard of directocrs and the cermissioner.
The commiss:oner shall not approve a delegation uniess the

orotections ufforded to the insured are substantiaily

equivalent to or greater than those provided urder this
chapter.
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5. Tne asscriation has the general powers and authority
enurerated by this subsection and executed in accordance with
the plan 2€ operation approved by the commissioner under
sebsectizn 3. The association has the gereral powers and
authority granzed under the laws of <his state (o carriers
licensed to issue health insurance. In addition, the
associstion rav do any of the following:

4. Enter into conttracts as Necessary Or pIrGpet to catry
out this chapter.

b. Sue or be sued, including taking any legal action
necessary of proper for recovery of any assessrents {or, on
behalf of, or against participating cacriers.

¢. Ta<e legal action necessary to avoid the payment of im-
proper claims against the association or the coverage provicded
vy or tnzough the association.

d. tstablish or utilize a medical review committee to
determin2 the reascnably appropriate level and extent of
health care secvices in each 1nstance,

¢. Eslablish appropriate rates, scales of rates, rate
classifications, and rating adjustrents, which rates shall not
be unrezssnavle in relaticn to the covecage provided and the
reasoneble operations expenzes of the asanciation.

Y. Pool risks among members.

9. Issue asscciation policies an an indemnity or provision
of se¢vice bas.s providing the coverage required by this
cohapter.

h. Zénainister sepacrate pools, separate accounts, ot other
plans zr arcangenents considered appropriace for separate
meabers of grouns of nenders.

1. Upzrate and administer any combination of pians, 200is,
or othet mechanisms considered appropriate to best accemzlish
the fair and ecuitalble operation of the association.

3. ADooint from amorg rembers appropriate legal,
actasaria., and other commttees as recessary to provide
technica. assistance 1n i1he ope:ation ¢! the associaktion,
policy 2+2 other centzact design, and any other furcrtions
withan -0 aut ocity 2f the associat ion.

k. Hore 1afepencest cors.ltants an necensary.,

HAouge File 218, p. 6

1. Develcp a cethod of advising applicants of the evaiia-
hilicty of cther coverages outside the association, and shall
promulgate a iist of health conditions the existence of which
would make an applicant eligible without demonstrating a re-
jection of coverace by one carcier.

m. Include in its poiicies a provision providing for
subrogation rights by the association in a case in whicn the
association pays expenses on behalf of an individual who is
injuted or suffers a disease under circumstances creating a
liabitity “pon another person to pay damaqges to the extent of
the expenses paid by the ascociazion but only to the extent
the damages exceed cthe policy deductible and coinsurance
amounts paid by the insured. The association may waive its
subccgation rights if it determines that the exetcise of the
rights world be impractical, uneconoanical, or would work a
hardship cn tone insucred,

6. Rates Ecr coverages issued by the association shall not
be unteascnable in relation to the penefits provided, the risk
experience, and the reasorable expenses of providing coverage.

Separate scales cf rates based on age may apply for individual

risks. Rates Must take into consideration the extra rmocbidity
arnd administraticn expenses, if any, for risks irsured in the
association. The rates for a giwven classification shali not
be more than ope hundred Fifty percent of the average uremium
or payment zate for that ciassification charged by the five
carricrs wi-h the largest healrh insurance premiur oz payrent
volume in the state durieg the wreceding calendar vear. In
determining the average cate of e five latgest carriers, the
rates Cr paviments ¢hatrged by the catriecs shall be actuarially
adjusted to deterzine the ralw o payment that would have been
charged fer benefits similar to those lssued by the
asscriaticr.

7. Following the close of each calendar year, the
asscciatior shal! deteraine the -e: premiums and vavyments, the
expe~sus ol aémir.strar.en, and nae incutred losses of the
assccraticn for the year. Tne asspciation shall certify the

amount of 2vy net loss for tne preceding vaiender yedr To the
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comrassioner of 1nsurance and Liate complroiler whe shall make
sayrent o tne associaticn acessding te prosecares established
ander subsection 3, pacagraprh 7. Ary rerainung loss, after

paynest 0 the association feo- the health insurarce trust

fund, shall te asscased by the assodiatior 1o 2l menoers an
propottion t3 theit gespective snares of tctal nealth
itnsurance premiucs ot paymects for susscriber oontracts
received in Jowa during the second preceding calendar yedr. or
with paid losses in the year, coancicing =itiv oo ending duzisg
tne culendar year or on any ¢iher equitable banis as provideo
ir the plan of operation. In sharing (GHSes, 10e asLcn.ation
may abate or defet in any part the assezsreat ol a merber, i,
i e opinion of the beard, gaymaenl <f the assessmant <ould

sger the anility of the ameaber te falfill its eontraciaal

sulagations ., The assccietion may als: provids fo: an lrit:al
ar iateriT assessment against membecs of the asscriation of

neeessary O assure the financial capabiiity ofF the

Feaceciationn te meet the incurred o1 estirated Claimy @xpdasal
Cr Opecalang expenses Of Lhe a3:0Ciation uertil the next
caiercar year 1s completed. RKet gairs, If anv, rust be held
st interest to ofiser futurw losses of allarated Lo reduaoe
falure preMmuMs,

2. The asgscciation shall conouct pesicd e aafits te assure
the genecal accuracy of bhe frnanciel sty suimiteed to the
asa0ciation, and the associaticn shall Mave an annual andit of
1ts vpecations, nade by an indenandant ceriiiled public
accourtant

9. The asvoviarion is subsect to @xariravicn by Lhe

commissiones of insarance., Kot later bhan apcil 30 of ~achk

yeac, the heard of directors snale S.orit 1o the comrissiones

a financial report {or the preceding calentac yeaco in 2 foor
apuroved by Lhe commiggicnet.
10, ALl pelicy forme 1ssued by Lre aszsiciation mus? be

filed witn and approved by the cemmissioner sefore Lthe o use.

2 an

11, The associstion saalil o wot i VTIATLON Dodicy
o an individual who, on the effvctive date of the coverage

ras, ¢f will

applied Eor. has aot been cefesied o1,

2131, p 8
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Lave Coverage Similar £O an asscmiatloes poLicy, as an iasured
oy unvored dependent.

7. The zssocial:oan shall pav an agant’s referval Jfec of
cwenty-five dollars to escn 1nsurance egent whe referg an
asp:icart to the asscctarion f ihat applicant is accen.ed.

3. The association 1s exempt fron payment of all Jecg and
all taxes levied by Lhis state or any of iis pulitical
sabdivisiong.

4. A rember wiho, after July 1. 1985, Ras seid 200 Oc w0l?
acuessments levied under thais chaphtec may take a credit
souinst the premium baxes, of similar taxes, upan zevenuets or
incemae of Lhe merber tnatl ere imposed oy the state on healts
insurance preniurs putsuant te Chanter 432 or payments senjels

o faxation under section 524B.3%1, us te the amount of Twenhy

parseni of those btaxes due, fot <k of 1ne five calendarc

viewrs foallewing the veao for wnich an éssessnent was paolG, of

until the aggregate of those assessnents nas been of st Ly

credits against tpcse taxes if Lhis cocues fiest, 15 3 mamoer

all unzradited &

veanen doing bu cusments Say Le
credited ajainst it prorawn tex lias.lity Zo¢ the year a1t
crases deing bus.aess.

Sea. 3. NIW SFCTIGR. H1A4%. HIALTHE JNSORANSE TRUET FOXI

DEPOSIT OF MUHNEYS.

& ohesleh cnsuratce trust fund ‘g cceated within the state
treasury.  Ccomaencing July 1, 1987, and annucliy thereafter,

there shall be deposited in the health insurance trust (und

twaenty-five percent o5 Lhe moneys et atide pursuant Lo 1985

lowa Acts, chapter 232, section &, he maaeys 1 the teallh

insucance trust fund and any incore to tae tund shall be used
Lo make the payrents provided for in section 31458.72,
susuectinn 3, paragraph "t".,  If after making a payrent, thers
is a balance reraining in the healtn insuvcarce trust fund, the
salance shall be rerained 1n the fund together w@with any
interest or carnings £hat 1s cacned on the balance and nay be

ased to cover future expenses; of the asscciation.  Howewer, af

the balance of the health iasacence Lruss fund alter
1

payments peovided foc an sectiun S1EL.2, subgsection 3,
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pacagraph "E" exceeds ten million dollars, tnen the amount of
the funds in excess of the ten million dollars shall be
transferred ro the separate account established in 1985 JTowa
Acts, chapter 239, section 8.

Moneys depossited in the health insurance trust fund ray be
invested by the teeasurer of state in the same manner as
roneys in the general fund.

Sec. 4. NIW SEGTIOK. S514E.4 ASSCUIATION POLICY -~
COVERAGE AND BENEFIT REQUIREMENTS -- ELIGIBLE EXPENSES.

The associaszion pollicy shall pay only the usual, cuslomary
and reasonable charges for medically necessary eligible health
care services which exceed the deductible and coinsutance
arounts applicable under section S14E.6. #ligible expenses
are the charges for the following health carc services
Eurnished by a health care provider in an erergency situaticn
or furnished or prescribed by a health care provider:

1. Hospital services, iacluding charges for the rost
compon semiprivate roon, for the most cormen private reom if
semiprivate rcems do not exist in the health care facility, or
for the private roem if medically necessary, but licited to a
total of cne hundred eighty days in a calendac yeac.

2. ProFfessional services for the diagnosis or kressment of
injuries, illpesses, or conditions, othet than mental or
derital, which are rendered by a health care provider, or at
the dicection of a health care provider, by 2 staff of
registeted nucrses, licensed practical nurses, ot other health
cate providers.

3. The first twenty professisnal visits Zor the diagnosis
o2 treatment of one or more meatal conditions, rendered during
a calendar yeac by one or more health care providers. or at
their directioa, by their staff of rtegistered nurses, licensed
gractical nurses, oc other health care providers.

4. Drugs and contraceptive gevices reguiting a prescripe
tion,

5. Secvices of a skiiled nursing fac:ilaty as defined ir
wection 135C.., subseciion 3, 0r Services in an internediate

care facility as def:ned in sectien 133C.1, sudsentica 2, to
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the same extent a5 the services would be paid in a8 sxilled
nursing facility, for not more than one hundred eighty days in
a calenda: year.

6. Homemakec-home health services up te one hundred eiqgnty
days of service in a calendar yeat.

7. Use of radiur or other radivactive material.

8, Oxygen.

9. Anesthetics.

10. Prostneses, other than dental.

11, Reatal of durable medical equipment, other than cye
glasses anc hearing aids, which have no personal use in the
absence of the conditicn for which prescribed.

12. Diagnostic X tays and laboratory tests.

13. ©Ora2i surqery for any of the followieg:

a. ¢txcision of partially or corpletely ecupted inpacted
teeth.

b. Ixcision of 2 tooth recot without the extraction of the
entire tooth,

¢. The gums and tiszsues of the mouth when not performed in
cornection with the extraction or repait of teetn.

4. Services of a physical therapist and services of 2
speech therapist,

15. Professional ambualance services to the nearest health
cace facli:ity qualified to treat tne illness, injury, or
condition.

16. Processing of blocd, inciuding but not limited te,
collent:ng, testing, fracticnating, and distributing dlood.

Sec. 3. NER SECTICYN, 3314E.9 EXPUNSES EXCLUDED.

Lligible expenses shall not include an expense for any of
the felloving:

1. Se:vices for which a chacge is not made in the abaence
of insurance or for which there is no legal obligation on the
part of a zatient to pay.

2. Services and charges made for penefits peevaded under
the laws 2% the United States, :nrluding Medicare and

Medicaid, -ilitaty service-connected disabilities, redical

services zrevided for merbers of the armed (crces and thear
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depeaderts of for enployees of the armed forces of the Unmizted
States, and medical secrvices financed on behull ¢f all
citizers by the United States.

3. 3ernefits which would duplicate the provision of
services or paynent of cnarges for any carte for an injury,
diseasne, or condition €or which either of rhe following
applies:

a. it arises out of and in the courise of ar emplcoymens
subject to a workers' compensation or similar law,

b, 2enefits for it are payable without regard to faul:
under a coverage required to be contained in any motsr vehicle
or other liability insurance policy ot eguivalent seif-
insurance. However, this dces not authorizg exclusion of
charges that exceed the benefits payadble under the applicable
workars ' compensation or no-fault coverage.

4. Cacre which is primacily [or a custedial or demiciilary
purgese.

5. Cosrmetic surgery unless provided as the tesuelt of en
injury ¢r medically necessary surgical proceduce.

6. Services the pravision of which is not within the scipe
of the iicense or certificate of rhe institution or indiv:daal
rendering the services,

7. That pact of any charge for secvices or articles
rendered or prescribed by a health care provider which exceeds
the prevai1ling charge in the locality where the servize as
proviéed, or a charge for services ot articles not mediceliy
necessary,

8. Services rendered prior to the effective date of
covercts under this plan for the person on wnnse behalf rtne
expense 1z incurred.

9. Rszubine physical examinaticns including examinatic:s Lo
determica the need for eye glasses and nhearing aids.

10. Illness or injury due to an act Of war.

11. Service of a bleod donor and any fee for fallure o
repiace the first three pints of bledd provided ro an eligible

persor cach calendac vear.
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12, Peronnal supplies or services provided by a health
care faciiity or any other nonmedical or nenprescribed supply
ar service.

13, Eapecrimental cervices or supplies. FExgecimental eans
a secvice of supply tot recognized by the appropriate vedical
board as no:tmal ~ode of treatrent for the 1llness or injury
involved,

14. Fye sargery 3f corrective lenses wculd alleviate the
prabloem,

The coverage and benefit tesuiremencs of this seciian for
associatica pelicies shall not Be altered oy any cther state
law wilhout specific reference to this chepter indicati=ng a
tegisiative intent o add or deiete {i1om tne coverage
requirements of this chapter,

This chaptar daas not prob:bit the association oo issuing
additional sypes of kFealth insurance policies with defferent
sypes of beangfisis which, in the epinion of tae board oI
directorag, nay he of peanefir ro the zitizens of the stale.

Sec. 6. NEW SECTION. $148.6 FILICIZS, DEUUCVIE
COINSURANCE REQUIREMEXTS -~ LIMITATIONS -- LISETINT BERFEIT
LIMIT.

=

1. Exceph as provided in subsect:on 3, an agsaciation
pelicy offered o accordarce witn thig chapter grall eciude a
deductible. Dedugtivien of five hundred deollars and one
thousand dollars ¢ a4 per person pev calendar year basis snxil
be offered.  The toard ray auvthorize deductibles in other
arounts.  The deductibles must be azplied to the first €ive
huzdred dollars, cne thousand dollacs, < other aulhorized
anount of eligible expenses incurced by the covercd person.

2. Except as provided in subsecticn 3, a mapdatocy
coinsurance requirement shall be imposed at the rate of twenty
sercent of eligibie expeases 1n exceuss of tne mandatory
deductible.

3. The maximun aggrega‘e out-cf-pocke: payments foc
aligivle expenses by the insured in the form of deductibles

and coinsurance shall not e«ceed in a palicy year:
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a. One thousand five hundcred dollacs for an individual
fijve-hundred-dollar deductible policy.

b. 7«0 thousand dollacs fcr an individual one-thousand-
dollar deductible policy.

c. 1Ihtee thousand dollars for a family five-hundred-dollar
ceductible policy.

d. ‘four thousand dellars for a farily one-thousand-dollar
¢eductiole policy.

e. An amount autnhorized by the board for any other de-
duckible policy.

4. TFor a Eamily policy. the maximum annual deductible
vnder the policy shall be the deductible chosen for a maximum
of two individuals under the policy.

5. =tligible expenses incurted by & covered pecson in the
last thre¢c months of a caiendar year, and applied toward 3
¢eductible, shall also be applied toward the deductidble arount
in the next calendar year.

6. The lifetire henefit per covered person is two hundred
fifty thousand dellars.

7. The association shall, in addition te othet policies,
sffer Medicare supplement policies designed to supplement

vadicare and provide coverage of at least Fifty percent of the

deductisle and eighty percent ol the covered expenses in
section 314E.4., Medicace supplement plans are subject t2 the
same linitations on premiums, deductibility, and annual out-
cf-pocket expenses as other association policies.

Sec. 7. NEW SICTIQN. S14E.7 FOLICIES -- ELIGIBLL PERSONS
-- DEFENDEXRT COVERAGE -- PREEXISTING CONDITIORS.

1. A perscn is not eligible for an association policy of
-me person, at the effective date of coverage, has ot will
~ave ¢overage unde: any insurance plan that nas covetage
zquivalant to an assomiazion policy. Only residents of this
s:ate aze eligible for an asscciation policy. Coverage undee
:n assoc:ation poelicy 1s in excess of, and shail not
Zuplicéte, covertage under any other form of health insurance.

. A persen is eliginle o eppty for an association policy

=1y if that persen kas teen recected tor sim:lar healih
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insurance covetage o7 is conly offeted health insucance
coverage at a rate excenrding the association rate,

1. An association policy shall provide that coverage of a
dependent unmartied person terminates when the perscon becomes
nineteen years of age or, if the person is enrolled full tire
in an accredited educational institution, terminates at
twenty-five years of age. The policy shall also provide in
substance that attainment of the limiting age does not operate
to terminate coverage when the person is and continues to be
both of the following:

a. Incapable of self-sustaining employment by reason of
mental cetardation or physical handicap.

». Primarily dependent for support and mainterance upon
the persorn in whose name the coatract is issved.

Proof of incapacity and dependency must be furnished to the
carrier within one hundred twenty days of the person's attain-
ment of the limiting age, and subsequently as may be required
by the carrier, but rot more {requently than annually after
the two-year pecricd following the petson's attainment of the
limiting age.

4. An association policy that provides coverage for a
family member of the perscn in whose name the contract 1is
issued shall alsc provide, as to the family memver’s coverage,
that the health insurance besnelits applicable for children
include the coverage required under section S14C.1.

5. An associatiomr policy may contain provisions undec
which ceverage is excluded during a period of six months
following the effective date of coverage as to a given covered
individual for preexisting conditions, as long as either of
the following exist:

2. Tee condition has nanifested itself within a period of
six mont-s before the effective date of roverage in such a
manner as would cause an otdinarily prudent person to seck
ciagnosis or treatment,

%. Medical advice Gr treatwent was recommended or received
within a pericd of six moaths beforw the effective date of

Loverage.
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These preexiaiing condition exclusions shall bhe waived o
che extent to which similar exclusgions have been satisfico
uadet any prior bkeaith insurante coverage which was
iaveiunterily terminated, if the application fcr peol coverags
is made not later than thirty days following the .avoluntary
cerm.aat-on.  In that case, coverdqe 1n the gocl shall be
cffective from the date on which the prior coverage was
terminated.

This subsection does not peobibit preexisting cerdib.ons
coverage 1n an association policy that is more favorable to
1ne ansured than that specified in this subsection.

6. An individual 1s not eligible for coverage by tne
association if ary of the following apply:

a. ‘1The individual 1s at the ticre of application eliqitle
for bealth care benefits under chaptec 2494,

b. Trhe individual nhas tetrirated coverage by the
associaticn within the past twelve months.

¢c. The individual 1s an inmate cf a public 1nstitution or
15 eligible for vublic progran: for which medicel care 1s
provided.

Sec. 8. NEW SECTICH. S14%.8 POLICIES - - RENEWAL
FROVISIONS -~ ELECTION T0 COKTINUF COVERACE UFUW DESTH OF
FOLICYHAOLDER.

1. An assocsation policy shall contain provisicns wnger
vnich the association is obligated to renew the contract wuntil
the day on which the irdividual .n ehcse name the contrac: is
issued £irst becomes eligidle for Medicare coverage, except
that in a farily policy coverirg uoth hushband and wife, the

2ge of the younger spouse shail be used as the tasis for

repting Lhe duret.ional requisements cf this subsection,

However, waen the individual in whose name the contract is
iss: ed beccres eligible for Medlcare coverage, the person
shal: be eligibie for the Medicare supplement plan offered oy
<he association.

2. ‘The association shall! nst c¢hange the rates for
assoctaticn policies except on a2 cians basis with & clear

Gisi losure 1n the policy of the asscc.iatiorn’'s rlight Lo do s2.
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3. An o assceiarion pelicy shall provade that ugen the death
zf the 1edividuia: :n whese na—e the polany [ ved, cveary
other andivid.al tren cevered woder tha fontract may

veried 1€ied in e pelicy, Lo ocentinue siverage
sane o1 & dilferent policy watil such tire au the
perann would rave ceased to be eatailed Lo coverage hed the
cedivodual 1n whozy name the po.aioy was issued laved.

Sec. 9. BEW SECTION. 51F.6  RULES.

Parsuant 0 Chapter 174, the cormissioner shall adopt cules
ta provade for disclosure Ly carriers of the availability of
iAsutance coverage frem the assov.aticn, and o olherwise
1mplenent this chaptec.

Sez. 10,0 HEW SECTION.  S14:.10 COLLECTIVE ACTION.

Re.ther the participation by cartiers ¢ rembhers 1n the
Zunoc.ation, the establishment of rates, forrs, ©v procodure:s
foc coverage issued by Lhe asstciation, BCr ary joint or
cullective aclion rezguized by thisz chapler shall be tne bagis
¢f any legal civIl acticn, oe ceiminal liability against the
assoctation or membvers of iv either jointiy or separately.

Ser. 11, HNEw SECTION, 514,01 ROTICE OF RSSUCIATIOX
FOLICY.

Cemmencang Jely L, 1986, every cartiec, [aciuding a nealth
raictlesance organtzataon subject to chapler 3156, aulhor.zed
to provide hedith cace insuracce or coverage for healsh care
services in Yowas, shall provicde 4 aotice ord an application
for coverage by toae associatlon Lo any TELSON WHO TCICIves &
rejestion of coverage for nealth Lnsuiance o hez.th Care
$ervicen, Or a not.ce to any person who is anforred trat a
rate for health ansurance ot coverage for health care services
will exceed the rate ot ar association poiicy, that effective
Jaruvary 1, 1987, that person s eligible tc apply for health
insurasce provided by the asscciation. Application fov the
kealts insurance srall be on forms prescribed by the btoard and
nade available Lo the carciers.

Sec. 12, Thnere is avpropr:ated ftom the general fund of
the siate on Januaty 1, 1987 for tne period January L, "987 to
July _, 1387, to the iowa carprenensive kealth asgoc.at.ion the




r.
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sum of twenty-five thousand (25,000) dollars or as much

thereof as necessary for salaries and expenses.

Sec. 13. Health insurance coverage provided under this Act

shall not be effective until January 1 following the effective
date of this Act.
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