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A BILL FOR 

1 An Act relating to the continuation of and conversion of accident 

2 or health insurance benefits and providing an effective date. 

3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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l Section l. NEW SECTION. 509B.l DEFINITIONS. 

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

3 quires: 

4 l. "Accident or health insurance'' means hospital, surgl-

5 cal, or major medical insurance, or a combination of these. 

6 2. "Commissioner" means the state commissioner of 

7 insurance. 

8 3. "Group policy" means a group accident or health 

9 insurance policy issued by an insurance company under chapter 

10 509, a group accident or health contract issued by a health 

ll service corporation under chapter 514, or a plan for health 

12 care services provided by a health maintenance organization 

13 under chapter 514B, or issued or provided by any similar 

14 corporation or organization. 

15 4. "Individual policy" or "converted policy" means an in-

16 dividual accident or health insurance policy issued by an in-

17 surance company under chapter 509, or an individual accident 

18 or health services contract issued by a health service 

19 corporatiorl under chapter 514, or a plan for health care 

20 services provided by a health maintenance organization under 

21 chapter 514B, or provided by any similar corporation or 

22 organization. 

23 5. "Insurer" means the entity issuing a group policy or an 

24 individual or converted policy. 

25 6. "Insurance", "insures'', and "insured'' refer to coverage 

26 under a group policy, individual policy, or converted policy 

27 on a premium-paying basis, and do not include coverage 

28 provided solely as an accrued liability or by reason of a 

29 disability extension. 

30 7. ''Premium" includes any premium or payment or other 

31 consideration payable for coverage under a group or individual 

32 policy. 

33 8. ''Medicare" means Title XVIII of the United States 

34 Social Security Act. 

35 Sec. 2. NEW SECTION. 5098.2 PERSONS INCLUDED IN THIS 
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1 CHAPTER. 

2 1. As used in this chapter, "termination of employment or 

3 membership'' includes but is not limited to termination because 

4 of permanent or temporary layoff or approved leave of absence. 

5 A provision in this chapter which relates to termination of 

6 insurance under a group policy of an employee or member and 

7 the employee's or member's covered dependents includes 

8 termination of insurance with respect to the dependent spouse 

9 or children of an employee or member whose insurance would 

10 terminate because of dissolution or annulment of the marriage 

11 of the employee or member, or would terminate because of death 

12 of the employee or member. 

13 2. A provision in this chapter which relates to an em-

14 ployee or member includes the dependent spouse or children if 

15 termination occurs because of dissolution or annulme.nt of a 

16 marriage or death of an employee or member. 

17 

18 

Sec. 3. NEW SECTION. 5098.3 CONTINUATION OF BENEFITS. 

A group policy delivered or issued for delivery in this 

19 state which insures employees or members for accident or 

20 health insurance on an expense-incurred or service basis, 

21 other than for specific diseases or for accidental injuries 

22 on~y. shall provide that employees or members whose coverage 

23 under the group policy would otherwise terminate because of 

24 termination of employment or membership may continue their 

25 accident or health insurance under that group policy, for 

7.6 themselves and their eligible dependents, subject to all of 

27 the group policy's terms and conditions applicable to those 

28 forms of insurance and subject to all of the following condi-

29 tions: 

30 ~. Continuation shall only be available to an employee o: 

31 member if the employee or member was continuously insured u~--

32 dec the group policy, and for similar benefits under any group 

33 policy which it replaced, during the entire thre~ ~on~:~s' 

34 pec:od imme-diately preceding the f-.er:ninat ion .. 

35 2. Conti~uacion shall not be available fo: a pe~son ~ho is 
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1 or could be covered by medicare. Continuation shall r.ot be 

2 available for a person who ls or is eligible to be covered by 

3 another group insured or uninsured arrangement w~ich provides 

4 accident or health coverage, unless the person was covered by 

5 that other group policy immediately prior to the termination. 

6 3. Continuation may exclude dental care, vision care, or 

7 prescription drug benefits or other benefits provided under 

8 the group policy which benefits are in addition to accident or 

9 health benefits. 

10 4. An employee or member who wishes continuation of 

ll coverage must request continuation in writing to the employer 

12 or group policyholder within the ten-day period following the 

13 later of either of the following: 

14 a. The date of the termination. 

15 b. The date the employee is given notice of the right o: 

16 continuation as provided in section 5098.5 by either the em-

17 p1oyer or the group policyholder. 

18 If proper notice is given, the employee or member is not 

19 eligible to elect continuation more than thirty-one days after 

20 the date of termination. 

21 5. An employee or member electing continuation shall pay 

22 monthly to the employer or group policyholder, in advance, the 

23 amount of contribution required by the employer or group 

24 policyholder, but not more than the group rate otherwise due 

25 for the insurance being continued under the group policy. If 

26 proper notice is given, the election of continuation by the 

27 employee or member together with the first contribution 

28 required to establish contributions on a monthly basis in 

29 advance, shall be given to the employer or group policyholder 

30 within thirty-one days of the date the group insurance would 

31 otherwise terminate. 

32 6. Continuation of insurance under the group policy for 

33 any person shall terminate when the person becomes eligible 

34 for medicare or ar.other group insured or uninsured accident or 

35 health arrangement, or earlier, when any of the following 
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l first occurs: 

2 a. Nine months after the date the employee's or member's 

3 insurance under the policy would otherwise have terminated 

4 because of termination of employment or membership. 

5 b. At the end of the period for which contributions were 

6 made if the employee or member fails to make timely payment of 

7 a required contribution and if proper notice as provided in 

8 section 509B.5, subsection 2. 

9 c. If the person covered is a former spouse, upon the 

10 former spouse's remarriage. 

ll 

12 

l3 

14 

15 

16 

d. The date on which the group policy is terminated or, in 

the case of an employee, the date the employer terminates 

participation under the group policy. However, if this para­

graph applies and the coverage which would cease because of 

the employer's termination is replaced by similar coverage 

under a different group policy, all of the following apply: 

17 

18 

19 

(l) The employee, member, spouse, or eligible dependent 

may become covered under the different group polLcy, for the 

balance of the period that the employee or member would have 

20 remained covered under the prior group policy had a termina­

:?1 tion of the group policy as specified in paragraph "d" not 

22 occurred. 

23 ( 2) The minimum level of benefits to be provided by the 

24 different group policy shall be the applicable level of bene-

25 fits of the pr~or group policy, reduced by any benefits pay-

26 able under the prior group policy. 

27 (3) The prior group policy shall continue to provide be~e-

?.8 fits to the extent of its accrued liabilities and extensions 

29 of benefics as if the prior group policy had not been replaced 

30 by the different group policy. 

3l 7. A notification of the continuation pr~vilege shall b~ 

32 inc:-..c;.~l.~ ·-Hith or in each certiEic~te ~f coverage c:.~d as 

33 (;ther~ise prov~ded in section 509B.5 and shall contai~ ~h~ 

34 ti!~e limics for requesting the cc~ti;~~ed covera~e. 

35 8. The spo~se of an employee or member, and any cove,~:d 
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l dependent children of t~e employee or member, whose coverage 

2 under the group policy would otherwise terminate because of 

3 dissolution or annulment of marraige or death of the employee 

4 or member shall have the same contribution and notice 

5 responsibilities and privileges as provided under this chapter 

6 to the employee or member upon termination of employment or 

7 membership. 

8 Sec. 4. NEW SECTION. 5098.4 CONVERSION OF GROUP POLI-

9 CIES. 

10 A group policy delivered or issued for delivery in this 

ll state which insures employees or members for acc~dent or 

12 health insurance on an expense-incurred or service basis, 

13 other than for specific diseases or for accidental inJuries 

14 only, shall provide that an employee or member whose coverage 

15 under the group policy has been terminated is er.titled to have 

16 a converted policy issued to the employee or member by the 

17 insurer without evidence of insurability, subject to the 

18 following: 

19 l. A converted policy shall not be available to an em-

20 ployee or member if termination of insurance under the group 

21 policy occurred because of any of the following: 

22 (a) Termination of employment or termination of membership 

23 and the employee or member was not entitled to continuation of 

24 group coverage, or failed to elect continuation. 

25 (b) Failure to make timely payment of required premium 

26 after notice as required in section 5098.5, subsection 2. 

27 (c) Any other reason, if the employee or member was not 

28 continuously insured under the group policy, and for similar 

29 benefits under any group policy which it replaced, during the 

30 entire three months' period i~~ediately preceding the termina-

31 tion. 

32 (d) The group policy terminated or an employer's or group 

33 policyholder's participation terminated, and the insurance is 

34 replaced by similar coverage under another group policy w1thin 

35 thirty-one days of the date of termination. 
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2. If proper notice is given as required in section 

5098.5, written application and the first premium payment for 

the converted policy shall be made to the insurer not later 

than thirty-one days after the termination. The converted 

policy's effective date shall be the day following the 

termination of insurance under the group policy. 

3. The premium for the converted policy shall be 

determined in accordance with the insurer's table of prem1um 

9 rates applicable to the age and class of risk of each person 

10 to be covered under that policy and to the type and amount of 

ll insurance provided. 

12 4. The converted policy shall cover the employee or member 

13 and dependents who were covered by the group policy on the 

14 date of termination of insurance. At the option of the 

15 insurer, a separate converted policy may be issued to cover 

16 any dependent. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

5. The insurer is not required to issue a converted policy 

covering any person if the person is or is eligible to be 

covered by medicare. The insurer is not required to issue a 

converted policy covering any person if both paragraphs "a'' 

and ''b" apply: 

a. If any of the following apply: 

(l) The person is covered for similar benefits by another 

individual policy. 

(2) The person is or is eligible to be covered for similar 

benefits under any arrangement of coverage for individuals in 

an employer group, whether insured or uninsured. 

28 (3) The person is or is eligible to be covered for similar 

29 benefits under any other state or federal law. 

30 b. The benefits provided under sources of the kind 

31 referred to in paragraph ''a", subparagraph (1), for the 

32 person, or the benefits provided or available under sources o: 

33 the kind referred to 1n paragraph "a", subparagraphs (2) and 

34 (3), for the person, together with the converted policy's 

35 benefits, would result in overinsurance according to the 
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l insurer's standards for overinsurance. 

2 5. A converted policy may provide that the insurer may at 

3 any time request information of a person covered as to whether 

4 the person is covered for similar benefits described in 

5 sttbsection 5, paragraph "a'', subparagraph (l) or is or is 

6 eligible to be covered for similar benefits described in 

7 subsection 5, paragraph ''a", subparagraphs (2) and (3). The 

8 converted policy may provide that as of any premium due date 

9 the insurer may refuse to renew the policy or the coverage of 

10 any insured person for any of the following reasons: 

ll a. Either those similar benefits for which the person ts 

12 or is eligible to be covered, together with the converted 

11 policy's benefits, would result in overinsurance according to 

14 the insurer's standards for overinsurance, or the policyholder 

15 of the converted policy fails to provide the requested 

16 information. 

17 b. Fraud or material misrepresentation in applying for any 

18 benefits under the converted policy. 

19 c. Eligibility of the insured person for coverage under 

20 medicare or under any other state or federal law providing for 

21 benefits similar to those provided by the converted policy. 

22 d. Other reasons approved by the commissioner of 

23 insurance. 

24 7. An insurer lS not required to issue a converted policy 

25 providing benefits in excess of the accident and health 

26 insurance under the group policy from which conversion is 

27 made. 

28 8. The converted policy shall not exclude, as a 

29 preexisting condition, any condition covered by the group 

30 policy. However, the converted policy may provide for a 

31 reduction of its accident and health benefits by the amount of 

32 the benefits payable under the group policy after the 

33 individual's insurance terminates under the group policy. The 

34 converted policy may also provide that during the first pocicy 

35 year, the benefits payable under the converted policy, 
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2 

3 

4 

together with the benefits payable under the group policy 

after its termination, shall not exceed those that would have 

been payable had the individual's insurance under the group 

policy remained in force and effect. 

5 9. Subject to the other provisions of this chapter, if the 
6 group insurance policy from which conversion is made insures 

7 the employee or member for basic hospital and surgical 

8 insurance, the employee or member may exercise the option of 

9 obtaining a converted policy providing coverage on an expense-

10 incurred basis under any of the following plans: 

ll a. Plan A which covers all of the following: 

12 (l) Hospital room and board daily expense benefits in a 

13 maximum dollar amount approximating the average semi-private 

14 rate charged in the Polk county metropolitan area of this 

15 state for a maximum duration of seventy days. 

16 (2) Miscellaneous hospital expense benefits up to a 

17 maximum amount of ten times the hospital room and board daily 

18 expense benefits. 

19 (3) Surgical expense benefits according to a surgical 

20 procedures schedule consistent with those customarily offered 

21 by the insurer under group or individual health insurance 

22 policies and providing a maximum benefit of eight hundred 

23 dollars. 

24 b. Plan B. 

25 The same as plan A, except that the maximum hospital room 

26 and board daily expense benefits is seventy-five percent of 

27 the corresponding plan A maximum and the surgical schedule 

28 maximum is six hundred dollars. 

29 c. Plan c. 
30 The same as plan A, except that the maximum hospital room 

31 and board daily expense benefit is fifty percent of the 

32 corresponding plan A maximum and the surgical schedule maximum 

33 is four hundred dollars. 

34 The maximum dollar amount 

35 board daily expense benefits 

for plan A's hospital room and 

shall be determined by the 
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1 commissioner of insurance and may ne cedetermined by the 

2 commissioner from time to time as to converted policies issued 

3 subsequent to the redetermination. The redetermination shall 

4 not be made more often than once in three years. The plan A 

5 maximum, and the corresponding maximums in plans B and C, 

6 shall be rounded to the nearest multiple of ten dollars and 

7 that rounding may be to the next higher or lower multiple of 

8 ten dollars, if otherwise exactly midway between. 

9 10. Subject to the other provisions and conditions of this 

10 chapter, if the group policy from which conversion is made 

ll insures the employee or member for major medical expense 

12 insurance, the employee or member may obtain a converted 

13 policy providing catastrophic or major medical coverage under 

14 a plan meeting the following requirements: 

lS a. A maximum benefit at least equal to, at the option of 

16 the insurer, either of the following benefits: 

17 ( l ) A maximum payment per covered person for all covered 

18 medical expenses incurred during that person's lifetime, equal 

19 to the smaller of the maximum benefit provided under the group 

20 pol icy or two hundred fifty thousand dollars. 

21 (2) A maximum payment for each unrelated injury or 

22 sickness equal to the smaller of the maximum benefit provided 

23 under the group policy, or two hundred fifty thousand dollars. 

24 b. Payment of benefits at the rate of eighty percent of 

25 covered medical expenses which are in excess of the deductible 

26 until twenty percent of the expenses in a benefit period 

27 reaches one thousand dollars, after which benefits will be 

28 paid at the rate of one hundred percent during the remainder 

29 of the benefit period. Payment of benefits for outpatient 

30 treatment of mental illness, if provided in the converted 

31 policy, may be at a lesser rate but not less than fifty 

32 percent. 

33 c. A deductible for each benefit period which, at the 

34 option of the insurer, shall be the sum of the benefits 

35 deductible and one hundred dollars or the corresponding 

-9-

• 



S.F. H.F. 

1 deductible in the group policy. "Benefits deductible" means 

2 the value of any benefits provided on an expense-incurred 

3 basis which are provided with respect to covered medical 

4 expenses by any other group or individual accident or health 

5 insurance policy or medical practice or other prepayment plan, 

6 or any other plan or program whether insured or uninsured, or 

7 by reason of any state or federal law and if, pursuant to 

8 subsection 11, the converted policy provides both basic 

9 hospital and surgical coverage and major medical coverage, the 

10 value of the basic benefits. If the maximum benefit is 

ll determined by paragraph ''a'', subparagraph (2), the insurer may 

12 require that the deductible be satisfied during a period of 

13 not less than three months if the deductible 1s one hundred 

14 dollars or less and not less than six months if the deductible 

15 exceeds one hundred dollars. 

16 d. The ''benefit 

17 the maximum benefit 

period'' shall be each calendar year when 

is determined by paragraph "a", subpara-

18 graph (l) or twenty-four months when the maximum benefit is 

19 determined by paragraph "a", subparagraph (2). 

20 e. ''Covered medical expenses" includes at least, in the 

21 case of hospital room and board charges, the dollar amount in 

22 plan A of subsection 9, paragraph "a'' and at least twice that 

23 amount for charges in an intensive care unit. Any surgical 

24 procedures schedule shall be consistent with those customarily 

25 offered by the insurer under group or individual health 

26 insurance policies and shall provide at least a one thousand 

27 two hundred dollar maximum benefit. 

28 ll. At the option of the insurer, the plans of benefits 

29 set forth in subsections 9 and 10 may be provided under 

30 separate policies, or may be provided by a policy of compre-

31 hensive medical expense benefits without first dollar 

32 coverage. The comprehensive policy shall conform to the 

33 requirements of subsection 10. However, an insurer electing 

34 to provide such a policy shall make available a low deductible 

35 option, not to exceed one hundred dollars, a high deductible 

-10-
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l option between five hundred dollars and one thousand dollars, 

2 and a third deductible option midway between the high and lew 

3 deductible options. Alternatively, this policy may provide 

4 for deductible options equal to the greater of the benefits 

s deductible and the amounts specified in this subsection. 

6 12. The insurer may, at its option, offer alternative 

7 plans for group health and accident insurance conversLon in 

8 addition to those required by this chapter. If an insurer 

9 customarily offers individual policies on a service basis, 

lO that insurer may, in lieu of converted policies on an expense­

ll incurred basis, make available converted policies on a service 

12 basis which, in the opinion of the commissioner, satisfy the 

13 intent of this chapter. 

14 13. If, under this chapter, coverage would be continued 

15 under the group policy on an employee or member following 

16 termination due to retirement prior to the time the employee 

17 or member is or could be covered by medicare, the employee or 

18 member may elect, in lieu ot continuation of group insurance, 

19 and notwithstanding subsection 1, paragraph ''a", to have the 

20 same conversion rights as would apply if a continued policy 

21 were terminated at that time. 

22 14. The converted policy may provide for reduction or ter-

23 mination of coverage of a person upon eligibility for coverage 

24 under medicare or under any other state or federal law 

25 providing for benefits similar to those provided by the 

26 converted policy. 

27 15. Subject to any preceding conditions, conversion 

28 privileges are available to a surviving spouse at che death of 

29 the employee or member, with respect to the spouse and 

30 children whose coverage under the group policy terminates by 

31 reason of the death, or to each surviving child whose coverage 

32 under the group policy terminates by reason of death, or when 

33 continuation of dependent's coverage is accepted following the 

34 employee's or member's death, at the end of the continuation. 

35 Subject to any preceding conditions, the conversion privilege 
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l lS available to the spouse of the employee or member upon 

2 termination of coverage of the spouse, by reason of 

3 dissolution or annulment of marriage or otherwise ceasing to 

4 be a qualified family member under the group policy, while the 

5 employee or member remains insured under the policy, or when 

6 continuation of dependent's coverage is elected following the 

7 dissolution or annulment of marriage, at the end of 

8 continuation. This conversion privilege includes children 

9 whose coverage under the group policy terminates at the same 

10 time. Subject to any preceding conditions, the conversion 

ll privilege is also available to a child solely with respect to 

12 the child upon termination of coverage by reason of ceasing to 

13 be a qualified family member under the group policy, if a 

14 conversion privilege is not otherwise provided within this 

15 section. 

16 

17 

18 

19 

20 

21 

22 

23 

16. If the benefit levels in subsections 9 and 10 exceed 

the benefit levels provided under the group policy, the 

converted policy may offer benefits which are substantially 

similar to those provided under the group policy in lieu of 

those required in subsections 9 and 10. 

17. The insurer may elect to provide group insurance 

coverage in lieu of the issuance of a converted individual 

policy. 

24 18. A notification of the conversion privilege shall be 

25 included with or in each certificate of coverage. 

26 19. A converted policy which is delivered outside this 

27 state may be on a form which could be delivered in such other 

28 jurisdiction as a converted policy had the group policy been 

29 issued in that jurisdiction. 

30 Sec. 5. NEW SECTION. 509B.5 NOTICE OF TERMI~ATION OF 

31 MEMBERSHIP OR MODIFICATION OF COVERAGE. 

32 1. Employers or group policyholders shall notify all em-

33 ployees or members of their continuation and conversion rights 

34 within ten days of termination of employment or membership. 

35 The notice shall be in writing and delivered in person or 
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• mal.led to the pe~son's last known address. However, 

2 continuation and conversion rights shall not be denied because 

3 of failure to provide proper no~ice. After receiving proper 

4 notice the employee or member may request and shall receive 

5 continuation or conversion coverage in accordance with this 

6 chapter within ten days of the request, notwithstanding any 

J other time limitation provided by this chapter. Notification 

8 as provided in this section supersedes sectio~ 515.80 as that 

9 section relates to accident and health insurance. 

10 2. If an employer or group policyholder terminates or sub-

ll stantially modifies an agreement to provide accident or health 

12 insurance for employees or members or if accident or health 

l3 insurance for employees or members 1s terminated for failure 

14 to pay premiums or 

15 pol1cyholder shall 

for another reason, the employer or group 

notify the 

16 persons being continued under 

employees or members, including 

the policy's continuation 

17 provisions, of the termination or substantial modification of 

18 their coverage. The notice shall be in writing and delivered 

19 in person to the entitled persons or mailed to their last 

20 known addresses at least ten days prior to the termination or 

21 substantial modification of the accident or health insurance 

22 coverage. The employer or group policyholder is solely liable 

23 for benefits, including extended benefits, other than extended 

24 benefits for which the insurer is liable in accordance with 

25 the provisions of the group policy, which would have been 

26 payable had the accident or health insurance remained in force 

27 or not been terminated or substantially modified during the 

28 period of time following the termination or substantial modi-

29 fication until the person entitled to notice is given notice 

30 by the employer or group policyholder as required by this 

31 subsection. 

32 3. The employer or group policyholder is also solely 

33 liable for benefits, including extended benefits, which would 

34 have been payable had the accident or health insurance been in 

35 force and the employees or members been covered during the 

-13-
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l period of time the employer or group policyholder failed to 

2 implement the plan for accident or health insurance which the 

3 employer or group policyholder had agreed to provide, until. 

4 the employer or group policyholder gives notice of its failure 

5 or inability to provide the agreed plan. The notice shall be 

6 in writing and delivered in person to the employees or members 

7 or mailed to their last known addresses. 

8 4. The employer or group policyholder is also solely 

9 liable for benefits, including extended benefits, which would 

10 have been payable had the accident or health insurance been in 

ll force and the employees or members been covered by the 

12 accident or health insurance during a period of time for which 

13 the employer or group policyholder has collected contributions 

14 through payroll, withholding, or otherwise, but has failed to 

15 enroll the employees or members, unless the employer or group 

16 policyholder has given actual notice that enrollment in the 

17 plan will not become effective until a later date or until the 

18 employee's or member's application for enrollment has been 

19 approved. 

20 Sec. 6. Section 509.3, subsection 4, Code 1985, is amended 

21 by striking the subsection and inserting in lieu thereof the 

22 following: 

23 4. A provision that if the insurance on a person or in-

24 surance on a person and the person's dependents covered by the 

25 policy ceases because of termination of employment or of 

26 membership in the class, the person and the person's 

27 dependents may continue their accident or health insurance 

28 under the group policy and may subsequently apply for a 

29 converted policy without evidence of insurability, as provided 

30 1n chapter 509B. 

31 Sec. 7. Chapter 91B, Code 1985, is repealed. 

32 Sec. 8. This Act is effective July l, 1987. 

33 EXPLANATION 

34 This bill provides for continuing certain persons under 

35 group accident and health insurance when their employment or 
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l membership in a group ceases, subject to time limitations and 

2 the availability of other coverages. It specifically covers 

3 those persons whose group policies would terminate because of 

4 termination of employment, 

5 layoff from employment, or 

6 because of dissolution of 

7 This bill also changes 

8 version laws. 

including temporary or permanent 

temporary leave of absence, or 

marriage, annulment, or death. 

accident and health insurance con-

9 The bill applies to private insurance carriers, health ser-

10 vice corporations (Blue Cross/Blue Shield), and health main-

11 tenance organizations. Present laws do not require health 

12 service corporations or health maintenance organizations to 

13 offer continuation or conversion privileges, although they may 

14 voluntarily choose to do so. This bill covers the services of 

15 all providers authorized under chapters 509, 514, and 5l4B. 

16 The bill is effective July 1, 1987. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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liOL'SE FI:...E 2465 
f:-5452 

• 
Ame~d House F1le 2465 as fol:ows: 
c. ?age 14, by i~serting after line 19 t~e 

following: 
4 ''Sec. Section 9lA.2, subsectio~ 4, paragraph 
5 d, Code Supplement 1985, is a~ended to read as 
6 :allows: 
7 d. Sx~enses i~cu::ed a~d recoverable u~der a 
8 health benefit pla~ a~-def~ned-~~-a"d-a~-pro~±ci~d-±n 
9 eiH~!'te~-9rB. 

lO Sec. Sect~on 9lA.2, Code Supplement 1985, is 
ll amended by addi~g the fo,lowing new subsectic~: 
12 NEW Si.J9SECT!ON. 7. "Health bene!:' it plan" means a 
13 plan or agre~me~t p:ovided by an employer for 
14 employees ~or the provision of or payment for care and 
15 treatment of sickness cr injury.'' 
16 2. Renumber as necessary. 

H-5452 F'ILED ~ARCH .l8, 1986 BY Brtk'1!>1ER of Linn 
4 ":L/',2:-! J tq v :5"1?) 

IIOUSE FILS 2465 
H-5462 

l 
2 
3 .. ,. 
I 

8 
9 

lO 

Amend House F~"e 2465 as follows: 
l. Page l, line :7, by strik~ng the words and 

:igure "under chapter 509''. 
2. Page l, Lne 19, by striking the words and 

figure "under chapter 514''. 
3. Page l, lines 20 and 21, by striking the words 

and figure ''under chapter 5148''. 
4. Page 2, line 8, by striking the word 

"dependent" and inserti~g the following: "surviving 
or former". 

ll 5. Page 2, line 14, by striking the word 
12 "dependent" and inserting the following: ''surviving 
13 or former". 
14 6. Page 5, line 3, by striking the word 
15 "rnarraige" and inserting the word ''marriage". 
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1 Section 1. NEW SECTION. 509B.l DEFINITIONS. 

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

3 quires: 

4 1. "Accident or health insurance" means hospital, surgi-

5 cal, or major medical insurance, or a combination of these. 

6 2. "Commissioner" means the state commissioner of 

7 insurance. 

8 3. ''Group policy" means a group accident or health 

9 insurance policy issued by an insurance company under chapter 

10 509, a group accident or health contract issued by a health 

11 service corporation under chapter 514, or a plan for health 
12 care services provided by a health maintenance organization 

13 under chapter 514B, or issued or provided by any similar 

14 corporation or organization. 

15 4. "Individual policy" or "converted policy'' means an in-

16 dividual accident or health insurance policy issued by an in-

~17 surance company, or an individual accident or health services 

i(l8 contract issued by a health service corporation, or a plan for 

19 health care services provided by a health maintenance 
~20 organization, or provided by any similar corporation or 

21 organization. 

22 5. ''Insurer" means the entity issuing a group policy or an 

23 individual or converted policy. 

24 6. "Insurance", "insures'', and "insured" refer to coverage 

25 under a group policy, individual policy, or converted policy 

26 on a premium-paying basis, and do not include coverage 

27 provided solely as an accrued liability or by reason of a 
28 disability extension. 

29 7. "Premium'' includes any premium or payment or other 
30 consideration payable for coverage under a group or individual 
31 policy. 

32 8. ''Medicare" means Title XVIII of the United States 

33 Social Security Act. 

34 Sec. 2. NEW SECTION. 509B.2 PERSONS INCLUDED IN THIS 
35 CHAPTER. 
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1 l. As used in this chapter, "termination of employment or 

2 membership" includes but is not limited to termination because 

3 of permanent or temporary layoff or approved leave of absence. 

4 A provision in this chapter which relates to termination of 

5 insurance under a group policy of an employee or member and 

6 the employee's or member's covered dependents includes 

7 termination of insurance with respect to the surviving or 

8 former spouse or children of an employee or member whose 

10 

ll 

9 insurance would terminate because of dissolution or annulment 

of the marriage of the employee or member, or would terminate 

because of death of the employee or member. 

12 

13 

14 

15 
16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

2. A provision in this chapter which relates to an em­

ployee or member includes the surviving or former spouse or 

children if termination occurs because of dissolution or 

annulment of a marriage or death of an employee or member. 

Sec. 3. NEW SECTION. 5098.3 CONTINUATION OF BENEFITS. 

A group policy delivered or issued for delivery in this 

state which insures employees or members for accident or 

health insurance on an expense-incurred or service basis, 

other than for specific diseases or for accidental injuries 

only, shall provide that employees or members whose coverage 

under the group policy would otherwise terminate because of 

termination of employment or membership may continue their 

accident or health insurance under that group policy, for 

themselves and their eligible dependents, subject to all of 

the group policy's terms and conditions applicable to those 

forms of insurance and subject to all of the following condi­

tions: 
, 
~. Continuation shall only be available to an employee or 

30 member if the employee or member was continuously insured un-

31 der the group policy, and for similar benefits under any group 

32 policy which it replaced, during the entire three months' 

33 period immediately preceding the termination. 

34 2. Continuation shall not be available for a person who is 

35 or could be covered by medicare. Continuation shall not be 
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1 available for a person who is or is eligible to be covered by 

2 another group insured or uninsured arrangement which provides 

3 accident or health coverage, unless the person was covered by 

4 that other group policy immediately prior to the termination. 

5 3. Continuation may exclude dental care, vision care, or 

6 prescription drug benefits or other benefits provided under 

7 the group policy which benefits are in addition to accident or 

8 health benefits. 

9 4. An employee or member who wishes continuation of 

10 coverage must request continuation in writing to the employer 

11 or group policyholder within the ten-day period following the 

12 later of either of the following: 

13 a. The date of the termination. 

14 b. The date the employee is given notice of the right of 

15 continuation as provided in section 5098.5 by either the em-

16 player or the group policyholder. 

17 If proper notice is given, the employee or member is not 

18 eligible to elect continuation more than thirty-one days after 

19 the date of termination. 

20 5. An employee or member electing continuation shall pay · 

21 monthly to the employer or group policyholder, in advance, the 

22 amount of contribution required by the e~ployer or group 

23 policyholder, but not more than the group rate otherwise due 

24 for the insurance being continued under the group policy. If 

25 proper notice is given, the election of continuation by the 

26 employee or member together with the first contribution 

27 required to establish contributions on a monthly basis in 

28 advance, shall be given to the employer or group policyholder 

29 within thirty-one days of the date the group insurance would 

30 otherwise terminate. 

31 6. Continuation of insurance under the group policy for 

32 any person shall terminate when the person becomes eligible 

33 for medicare or another group insured or uninsured accident or 

34 health arrangement, or earlier, when any of the following 

35 first occurs: 
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l a. Nine months after the date the employee's or member's 

2 insurance under the policy would otherwise have terminated 

3 because of termination of employment or membership. 

4 b. At the end of the period for which contributions were 

5 made if the employee or member fails to make timely payment of 

6 a required contribution and if proper notice as provided in 

7 section 509B.5, subsection 2. 

8 c. If the person covered is a former spouse, upon the 

9 former spouse's remarriage. 

10 d. The date on which the group policy is terminated or, in 

11 the case of an employee, the date the employer terminates 

12 participation under the group policy. However, if this para-

13 graph applies and the coverage which would cease because of 

14 the employer's termination is replaced by similar coverage 

15 under a different group policy, all of the following apply: 

16 (l) The employee, member, spouse, or eligible dependent 

17 may become covered under the different group policy, for the 

18 balance of the period that the employee or member would have 

19 remained covered under the prior group policy had a termina-

20 tion of the group policy as specified in paragraph "d" not 

21 occurred. 

22 (2) The minimum level of benefits to be provided by the 

23 different group policy shall be the applicable level of bene-

24 fits of the prior group policy, reduced by any benefits pay-

25 able under the prior group policy. 

26 (3) The prior group policy shall continue to provide bene-

27 fits to the extent of its accrued liabilities and extensions 

28 of benefits as if the prior group policy had not been replaced 

29 by the different group policy. 

30 7. A notification of the continuation privilege shall be 

31 included with or in each certificate of coverage and as 

32 otherwise provided in section 5098.5 and shall contain the 

33 time limits for requesting the continued coverage. 

34 8. The spouse of an employee or member, and any covered 

35 dependent children of the employee or member, whose coverage 
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1 under the group policy would otherwise terminate because of 

2 dissolution or annulment of marriage or death of the employee 

3 or member shall have the same contribution and notice 

4 responsibilities and privileges as provided under this chapter 

5 to the employee or member upon termination of employment or 

6 membership. 

7 Sec. 4. NEW SECTION. 509B.4 CONVERSION OF GROUP POLI-

S CIES. 

9 A group policy delivered or issued for delivery in this 

10 state which insures employees or members for accident or 

11 health insurance on an expense-incurred or service basis, 

12 other than for specific diseases or for accidental injuries 

13 only, shall provide that an employee or member whose coverage 

14 under the group policy has been terminated is entitled to have 

15 a converted policy issued to the employee or member by the 

16 insurer without evidence of insurability, subject to the 

17 following: 

18 1. A converted policy shall not be available to an em-

19 ployee or member if termination of insurance under the group 

20 policy occurred because of any of the following: 

21 (a) Termination of employment or termination of membership 

22 and the employee or member was not entitled to continuation of 

23 group coverage, or failed to elect continuation. 

24 (b) Failure to make timely payment of required premium 

25 after notice as required in section 509B.5, subsection 2. 

26 (c) Any other reason, if the employee or member was not 

27 continuously insured under the group policy, and for similar 

28 benefits under any group policy which it replaced, during the 

29 entire three months' period immediately preceding the termina-

30 tion. 

31 (d) The group policy terminated or an employer's or group 

32 policyholder's participation terminated, and the insurance is 

33 replaced by similar coverage under another group policy within 

34 thirty-one days of the date of termination. 

35 2. If proper notice is given as required in section 
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l 5098.5, written application and the first premium payment for 
2 the converted policy shall be made to the insurer not later 

3 than thirty-one days after the termination. The converted 

4 policy's effective date shall be the day following the 

5 termination of insurance under the group policy. 

6 3. The premium for the converted policy shall be 

7 determined in accordance with the insurer's table of premium 

8 rates applicable to 

9 to be covered under 

the age and 

that policy 

class of risk of each person 

and to the type and amount of 

10 insurance provided. 

11 4. The converted policy shall cover the employee or member 

12 and dependents who were covered by the group policy on the 

13 date of termination of insurance. At the option of the 

14 insurer, a separate converted policy may be issued to cover 

15 any dependent. 

16 5. The insurer is not required to issue a converted policy 

17 covering any person if the person is or is eligible to be 

18 covered by medicare. The insurer is not required to issue a 

19 converted policy covering any person if both paragraphs "a" 

20 and ''b" apply: 

21 a. If any of the following apply: 
22 (1) The person is covered for similar benefits by another 

23 individual policy. 
24 (2) The person is or is eligible to be covered for similar 

25 benefits under any arrangement of coverage for individuals in 

26 an employer group, whether insured or uninsured. 

27 
28 

29 
30 

31 

32 

33 

34 

35 

(3) The person is or is eligible to be covered for similar 

benefits under any other state or federal law. 

b. The benefits provided under sources of the kind 
referred to in paragraph "a", subparagraph (1), for the 

person, or the benefits provided or available under sources of 

the kind referred to in paragraph "a", subparagraphs (2) and 

(3), for the person, together with the converted policy's 

benefits, would result in overinsurance according to the 

insurer's standards for overinsurance . 
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l 6. A converted policy may provide that the insurer may at 

2 any time request information of a person covered as to whether 

3 the person is covered for similar benefits described in 

4 subsection 5, paragraph •a•, subparagraph (l) or is or is 

5 eligible to be covered for similar benefits described in 

6 subsection 5, paragraph •a•, subparagraphs (2) and (3). The 

7 converted policy may provide that as of any premium due date 

8 the insurer may refuse to renew the policy or the coverage of 

9 any 

10 

insured person for any of the following reasons: 

a. Either those similar benefits for which the person is 

11 or lS eligible to be covered, together with the converted 

12 policy's benefits, would result in overinsurance according to 

13 the insurer's standards for overinsurance, or the policyholder 

14 of the converted policy fails to provide the requested 

15 information. 

16 b. Fraud or material misrepresentation in applying for any 

17 benefits under the converted policy. 

18 c. Eligibility of the insured person for coverage under 

19 medicare or under any other state or federal law providing for 

20 benefits similar to those provided by the converted policy. 

21 d. Other reasons approved by the commissioner of 

22 insurance. 

23 7. An insurer is not required to issue a converted policy 

24 providing benefits in excess of the accident and health 

25 insurance under the group policy from which conversion is 

26 made. 

27 8. The converted policy shall not exclude, as a 

28 preexisting condition, any condition covered by the group 

29 policy. However, the converted policy may provide for a 

30 reduction of its accident and health benefits by the amount of 

31 the benefits payable under the group policy after the 

32 individual's insurance terminates under the group policy. The 

33 converted policy may also provide that during the first policy 

34 year, the benefits payable under the converted policy, 

35 together with the benefits payable under the group policy 
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1 after its termination, shall not exceed those that would have 

2 been payable had the individual's insurance under the group 

3 policy remained in force and effect. 

4 9. Subject to the other provisions of this chapter, if the 

5 group insurance policy from which conversion is made insures 

6 the employee or member for basic hospital and surgical 

7 insurance, the employee or member may exercise the option of 

8 obtaining a converted policy providing coverage on an expense-

9 incurred basis under any of the following plans: 

10 a. Plan A which covers all of the following: 

11 {l) Hospital room and board daily expense benefits in a 

12 maximum dollar amount approximating the average semi-private 

13 rate charged in the Polk county metropolitan area of this 

14 state for a maximum duration of seventy days. 

15 ( 2 ) Miscellaneous hospital expense benefits up to a 

16 maximum amount of ten times the hospital room and board daily 

17 expense benefits. 

18 ( 3 ) Surgical expense benefits according to a surgical 

19 procedures schedule consistent with those customarily offered 

20 by the insurer under group or individual health insurance 

21 policies and providing a maximum benefit of eight hundred 

22 dollars. 

23 b. Plan B. 

24 The same as plan A, except that the maximum hospital room 

26 

27 

25 and board daily expense benefits is seventy-five percent of 

the corresponding plan A maximum and the surgical schedule 

maximum is six hundred dollars. 

28 

29 

30 

31 

32 

33 

34 

35 

c. Plan C. 

The same as plan A, except that the maximum hospital room 
and board daily expense benefit is fifty percent of the 

corresponding plan A maximum and the surgical schedule maximum 
is four hundred dollars. 

The maximum dollar amount for plan A's hospital room and 

board daily expense benefits shall be determined by the 

commissioner of insurance and may be redetermined by the 
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1 commissioner from time to time as to converted policies issued 

2 subsequent to the redetermination. The redetermination shall 

3 not be made more often than once in three years. The plan A 

4 maximum, and the corresponding maximums in plans B and C, 

5 shall be rounded to the nearest multiple of ten dollars and 

6 that rounding may be to the next higher or lower multiple of 

7 ten dollars, if otherwise exactly midway between. 

8 10. Subject to the other provisions and conditions of this 

9 chapter, if the group policy from which conversion is made 

10 insures the employee or member for major medical expense 

11 insurance, the employee or member may obtain a converted 

12 policy providing catastrophic or major medical coverage under 

13 a plan meeting the following requirements: 

14 a. A maximum benefit at least equal to, at the option of 

15 the insurer, either of the following benefits: 

16 (1) A maximum payment per covered person for all covered 

17 medical expenses incurred during that person's lifetime, equal 

18 to the smaller of the maximum benefit provided under the group 

19 policy or two hundred fifty thousand dollars. 

20 (2) A maximum payment for each unrelated injury or 

21 sickness equal to the smaller of the maximum benefit provided 

22 under the group policy, or two hundred fifty thousand dollars. 

23 b. Payment of benefits at the rate of eighty percent of 

24 covered medical expenses which are in excess of the deductible 

25 until twenty percent of the expenses in a benefit period 

26 reaches one thousand dollars, after which benefits will be 

27 paid at the rate of one hundred percent during the remainder 

28 of the benefit period. Payment of benefits for outpatient 

29 treatment of mental illness, if provided in the converted 

30 policy, may be at a lesser rate but not less than fifty 

31 percent. 

32 c. A deductible for each benefit period which, at the 

33 option of the insurer, shall be the sum of the benefits 

34 deductible and one hundred dollars or the corresponding 

35 deductible in the group policy. ''Benefits deductible'' means 

-9-
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l the value of any benefits provided on an expense-incurred 

2 basis which are provided with respect to covered medical 

3 expenses by any other group or individual accident or health 

4 insurance policy or medical practice or other prepayment plan, 

5 or any other plan or program whether insured or uninsured, or 
6 by reason of any state or federal law and if, pursuant to 

7 subsection ll, the converted policy provides both basic 

8 hospital and surgical coverage and major medical coverage, the 

9 value of the basic benefits. If the maximum benefit is 

10 determined by paragraph "a", subparagraph (2), the insurer may 

ll require that the deductible be satisfied during a period of 

12 not less than three months if the deductible is one hundred 

13 dollars or less and not less than six months if the deductible 

14 exceeds one hundred dollars. 

15 d. The "benefit period" shall be each calendar year when 

16 the maximum benefit is determined by paragraph "a", subpara-

17 graph (1) or twenty-four months when the maximum benefit is 

18 determined by paragraph "a'', subparagraph (2). 

19 e. 

20 case 

''Covered medical expenses" includes at least, in the 

of hospital room and board charges, the dollar amount in 

21 plan A of subsection 9, paragraph ''a" and at least twice that 

22 amount for charges in an intensive care unit. Any surgical 

23 procedures schedule shall be consistent with those customarily 
24 offered by the insurer under group or individual health 

25 insurance policies and shall provide at least a one thousand 

26 two hundred dollar maximum benefit. 

27 11. At the option of the insurer, the plans of benefits 

28 set forth in subsections 9 and 10 may be provided under 

29 separate policies, or may be provided by a policy of compre-

30 hensive medical expense benefits without first dollar 

31 coverage. The comprehensive policy shall conform to the 
32 requirements of subsection 10. However, an insurer electing 

33 to provide such a policy shall make available a low deductible 

34 option, not to exceed one hundred dollars, a high deductible 

35 option between five hundred dollars and one thousand dollars, 
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1 and a third deductible option midway between the high and low 

2 deductible options. Alternatively, this policy may provide 

3 for deductible options equal to the greater of the benefits 

4 deductible and the amounts specified in this subsection. 

5 12. The insurer may, at its option, offer alternative 

6 plans for group health and accident insurance conversion in 

7 addition to those required by this chapter. If an insurer 

8 customarily offers individual policies on a service basis, 

9 that insurer may, in lieu of converted policies on an expense-

10 incurred basis, make available converted policies on a service 

ll basis which, in the opinion of the co~~issioner, satisfy the 

12 intent of this chapter. 

13 13. If, under this chapter, coverage would be continued 

14 under the group policy on an employee or member following 

the employee 15 termination due 

16 or member is or 

to retirement prior 

could be covered by 

to the time 

medicare, the employee or 

17 member may elect, in lieu of continuation of group insurance, 

18 and notwithstanding subsection 1, paragraph "a", to have the 

19 same conversion rights as would apply if a continued policy 

20 were terminated at that time. 

21 14. The converted policy may provide for reduction or ter-

22 mination of coverage of a person upon eligibility for coverage 

23 under medicare or under any other state or federal law 

24 providing for benefits similar to those provided by the 

25 converted policy. 

26 15. Subject to any preceding conditions, conversion 

27 privileges are available to a surviving spouse at the death of 

28 the employee or member, with respect to the spouse and 

29 children whose coverage under the group policy terminates by 

30 reason of the death, or to each surviving child whose coverage 

31 under the group policy terminates by reason of death, or when 

32 continuation of dependent's coverage is accepted following the 

33 employee's or member's death, at the end of the continuation. 

34 Subject to any preceding conditions, the conversion privilege 

35 is available to the spouse of the employee or member upon 
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l termination of coverage of the spouse, by reason of 

2 dissolution or annulment of marriage or otherwise ceasing to 

3 be a qualified family member under the group policy, while the 

4 employee or member remains insured under the policy, or when 

5 continuation of dependent's coverage is elected following the 

6 dissolution or annulment of marriage, at the end of 

7 continuation. This conversion privilege includes children 

8 whose coverage under the group policy terminates at the same 

9 time. Subject to any preceding conditions, the conversion 

10 privilege is also available to a child solely with respect to 

11 the child upon termination of coverage by reason of ceasing to 

12 be a qualified family member under the group policy, if a 

13 conversion privilege is not otherwise provided within this 

14 section. 

15 16. If the benefit levels in subsections 9 and 10 exceed 

16 the benefit levels provided under the group policy, the 

17 converted policy may offer benefits which are substantially 
18 similar to those provided under the group policy in lieu of 

19 those required in subsections 9 and 10. 

20 17. The insurer may elect to provide group insurance 

21 coverage in lieu of the issuance of a converted individual 

22 policy. 

23 18. A notification of the conversion privilege shall be 

24 included with or in each certificate of coverage. 

25 19. A converted policy which is delivered outside this 
26 state may be on a form which could be delivered in such other 

27 jurisdiction as a converted policy had the group policy been 

28 issued in that jurisdiction. 

29 Sec. 5. NEW SECTION. 509B.5 NOTICE OF TERMINATION OF 

30 MEMBERSHIP OR MODIFICATION OF COVERAGE. 

31 1. Employers or group policyholders shall notify all em-

32 ployees or members of their continuation and conversion rights 

33 within ten days of termination of employment or membership. 

34 The notice shall be in writing and delivered in person or 

35 mailed to the person's last known address. However, 
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1 continuation and conversion rights shall not be denied because 

2 of failure to provide proper notice. After receiving proper 

3 notice the employee or member may request and shall receive 

4 continuation or conversion coverage in accordance with this 

5 chapter within ten days of the request, notwithstanding any 

6 other time limitation provided by this chapter. Notification 

7 as provided in this section supersedes section 515.80 as that 

8 section relates to accident and health insurance. 

9 2. If an employer or group policyholder terminates or sub-

10 stantially modifies an agreement to provide accident or health 

11 insurance for employees or members or if accident or health 

12 insurance for employees or members is terminated for failure 

13 to pay premiums or for another reason, the employer or group 

14 policyholder shall notify the employees or members, including 

15 persons being continued under the policy's continuation 

16 provisions, of the termination or substantial modification of 

17 their coverage. The notice shall be in writing and delivered 

18 in person to the entitled persons or mailed to their last 

19 known addresses at least ten days prior to the termination or 

20 substantial modification of the accident or health insurance 

21 coverage. The employer or group policyholder is solely liable 

22 for benefits, including extended benefits, other than extended 

23 benefits for which the insurer is liable in accordance with 

24 the provisions of the group policy, which would have been 

25 payable had the accident or health insurance remained in force 

26 or not been terminated or substantially modified during the 

27 period of time following the termination or substantial modi-

28 fication until the person entitled to notice is given notice 

29 by the employer or group policyholder as required by this 

30 subsection. 

31 3. The employer or group policyholder is also solely 

32 liable for benefits, including extended benefits, which would 

33 have been payable had the accident or health insurance been in 

34 force and the employees or members been covered during the 

35 period of time the employer or group policyholder failed to 
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l implement the plan for accident or health insurance which the 

2 employer or group policyholder had agreed to provide, until 

3 the employer or group policyholder gives notice of its failure 

4 or inability to provide the agreed plan. The notice shall be 

5 in writing and delivered in person to the employees or members 

6 or mailed to their last known addresses. 

7 4. The employer or group policyholder is also solely 

8 liable for benefits, including extended benefits, which would 

9 have been payable had the accident or health insurance been in 

10 force and the employees or members been covered by the 

11 accident or health insurance during a period of time for which 

12 the employer or group policyholder has collected contributions 

13 through payroll, withholding, or otherwise, but has failed to 

14 enroll the employees or members, unless the employer or group 

15 policyholder has given actual notice that enrollment in the 

16 plan will not become effective until a later date or until the 

17 employee's or member's application for enrollment has been 

18 approved. 

19 Sec. 6. Section 91A.2, subsection 4, paragraph d, Code 

20 Supplement 1985, is amended to read as follows: 

21 d. Expenses incurred and recoverable under a health 

22 benefit plan as-de£~ned-~n-and-as-~ro~~ded-~n-e~e~ter-9lB. 

23 Sec. 7. section 91A.2, Code Supplement 1985, is amended by 

24 adding the following new subsection: 

25 NEW SUBSECTION. 7. "Health benefit plan" means a plan or 

26 agreement provided by an employer for employees for the 

27 provision of or payment for care and treatment of sickness or 

28 injury. 

29 Sec. 8. Section 509.3, subsection 4, Code 1985, is amended 

30 by striking the subsection and inserting in lieu thereof the 

31 following: 

32 4. A provision that if the insurance on a person or in-

33 surance on a person and the person's dependents covered by the 

34 policy ceases because of termination of employment or of 

35 membership in the class, the person and the person's 
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1 dependents may continue their accident or health insurance 

2 under the group policy and may subsequently apply for a 

3 converted policy without evidence of insurability, as provided 

4 in chapter 509B. 

5 Sec. 9. Chapter 91B, Code 1985, is repealed. 

6 Sec. 10. This Act is effective July 1, 1987. 
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1 Section 1. 
2 the following 
3 subsections: 

Section 509.3, Code 1985, is amended by adding 
new subsection 3 and renumbering the subsequent 

4 NEW SUBSECTION. 3. A provision that if the insurance on a 
5 person or insurance on a person and the person's dependents 
6 covered by the policy would cease because of termination of 
7 employment or membership in the class or classes eligible for 
8 coverage under the policy, the person may continue coverage 
9 under the group plan for the person or the person and the 

10 person's dependents for up to twelve months from that date of 
11 the termination of employment or membership. To continue 
12 coverage under this subsection, the person making the election 
13 shall provide written notice of the election and payment of 
14 the first premium within thirty days of receiving written 
15 notification from the group carrier of the person's 
16 eligibility to continue coverage after employment or 
17 membership in the group is terminated. Unless there is a 
18 written agreement to the contrary, the person is liable for 
19 the full premium under the group if the person elects to 
20 continue coverage. 
21 The continuation provision shall also be available in 
22 either of the following cases: 
23 a. Upon the death of the employee or member, to the 
24 surviving spouse with respect to such of the spouse and 
25 children as ~re then covered by the group policy, and to a 
26 child solely with respect to the child upon the child's 
27 attaining the limiting age of coverage under the group policy 
28 while covered as a dependent under the policy. 
29 b. Upon the divorce or annulment of the marriage of the 
30 employee or member, to the divorced spouse, or former spouse 
31 in the event of annulment, of the employee or member. 
32 The continuation rights under this subsection are in 
33 addition to and not in lieu of any coverage rights a person 
34 may have under this subsection. 
35 Sec. 2. NEW SECTION. 514.24 CONTINUATION POLICIES RE-

-1-
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S.F. B.F. 

l QUIRED. 
2 The requirements of section 509.3, subsection 3, regarding 

3 continuation rights under group accident and health plans also 
4 apply to group contracts written pursuant to this chapter. 

5 Sec. 3. NEW SECTION. 514B.33 CONTINUATION POLICIES RE-
6 QUIRED. 

7 The requirements of section 509.3, subsection 3, regarding 
8 continuation rights under group accident and health plans also 

9 apply to group contracts written pursuant to this chapter. 
10 EXPLANATION 

ll This bill provides that a person whose group accident and 
12 health coverage would be terminated because of termination of 

13 the person's employment or membership in a class eligible for 
14 coverage under the policy, may elect to continue the person's 

15 or the person's and the person's dependents' coverage under 
16 the group for up to twelve months. The person must make an 

17 election in writing to continue the coverage. The 
18 continuation rights also may be exercised by a surviving 
19 spouse or a former or divorced spouse. The rights are in 
20 addition to mandatory conversion rights. The rights also 

21 apply to group contracts with a mutual service corpor~ion 
22 a health maintenance organization. 

23 

24 

25 
26 
27 
28 

29 

30 

31 
32 

33 
34 
35 
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AN ACT 

RELATih'C ?0 'l'HE CONTIN'UA'I'ION OF' AND CmN~RSION Or ACCIDENT OR 

HEAL-r!i l~SUR/\l~CE BENErlTS MID PROVIDING A~ t.Tf'ECT!VE DNTfo;, 

Br. 11' Et.'AC'l'EO B'i ~,'HC: GENERAL ASSl:MBI.\' a;:• !'!{£ S'l'A'I'(. OF IO\>.'A: 

Section 1. NEW S_E,.fTION. 5098.1 Ol:fo'l~UIO~S. 

As used in this chapt~r, unless the context other~ise re­
quLres: 

1. ~Accident or health insurance'' means hospital, surgi­
cal, or rajor :nedical 1nsur.1nce, or a co:-~Oination of these. 

2. "Corrrnissioner" means the state colt'.missionec of 
1nsurance. 

3. "Group policy" l"eans a group accident or ~ealth 

in~mrance pol icy issued by an insurance company under· chapter 

50?, a group accident or health contract issu~d by a health 
servi~e corporation under chapter 514, or a plan for health 

care s~rvic~s providP.d by a h~a1th ll'aintenance orqcwiotat.io;"l 
und~r chapter 5148, or lssu~d or provided by any ~irilar 
corpor.ltion or organization. 

4. "Indi•Jidual policy" or "convert(>d r.-olicy'' mean!'> an ~n­

tiividual accident or health insurance pol1cy is1>o.:ed by an 1n-· 
sur.~nc~ company, or an individual accide;"l'".: or llE.'dlt.h serv:c~~ 

contract _ssued by c1 Mcalth ~ervice cncpocat~on, ()! d plan tell 
~t•.:dt.h CJ.:E' services pco•Jideo..i by ,\ r.calth :nair.tpn,\ncc 

o:qanlzatlon, or provided by dny si;1iid~ ~0rporat1on 01 
ocqan1zat 1on. 

" • 
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5. "Insurer" l'lleans thf! entity issuinq a qroup policy or an 

individual or converted policy. 
6. ''Insurance'', ''insures··, and ''insured'' refer to coverage 

under a group policy, indtvidual policy, or converted policy 

on a prP.~ium-payinq basis, and do not include coverage 

provided solely as an accrued liability or by reason of a 
disability extension. 

7. "Premium" incluc!es any premium or payment or other 

consideration payable for covl"raqe under J. group or individual 
policy. 

8. ''Medicare'' means 'l'i.tle XVIII of the United States 

Social Security Act. 
Sec. 2. NE'I'I .~EC1'!Q_~. 509B. 2 PERSONS INCI.UO~O IN THIS 

CHAPTER. 

I. As used in this chapter, "termination of employment or 

~enbership'' includes but is not linited to ter~ination because 
of permanent or temporary la'loff or approved leave of absence, 

A provision in this chaptN which cel,ltes to terMination of 
insurance under a group policy of an employee or member and 

the employee's or me~b~r·s covered dependents i~cludes 

termination of insurance w~th respect to ~he survivin9 or 

former spouse or chi idr~n of an 1m9loyP.e or member . .,.hose 

insurance ~auld terminate bccaus~ of dissolution or annulment 

of the marriage of the en9loyee or ltl(>mbe:, or would terminate 
because of dt~<lth o( t.he cmplcyee or ,.,embe:, 

2. ~ provision in this chapt~r ~hich :elates to an ern-
ployec or nerr.ber includes the sut·vivinq :'lr former spouse or 

cniidr~n if t~r:nir.ation occurs hec~~s~ c! dissolution or 
annul~ent of a ~arriaq~ or death cJ~ an employee or member. 

s~c. 3. ~F.:N_SI:'C"!I~!:!· ~09FL 3 CQ~:1'll\'t;ATION Of'' REN7.F'I1'S. 

A qrouil policy deliv~ced o: iss~~d !cr delivery ~~ thl& 

st..ttf~ wnic:1 ir.sur~s f:r.'oi..:.yr:~s vr meTbec:~ fvc .1ccident -:'If 

hpalth insurance on an c~pense-ino:u:red c: ~erv:c~ basis, 

c:~1er than foe ~peci(ic dlsr:asE>G or :or dCCLcie~:al I~JUrles 

only, &~al! pt0vld~ l~~: ~mo~~;ees cr rrp~~~rs ~~ose cover..t<je 

U:l::Of!r ::lL~ gr:Ju:) ~:)llf;( "-'0\;Jd .lt.hi>t·~·::ol' :~~.1\i!lil".•: ~H<CaUSI' ('{ 

;:r: 
:n 
1\) ,. 
a> 

"' 
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ter~ination of employment or ~~mbership nay continue their 

accJde~t :l: health insurance under that qroup policy, fer 

themselves and their eliqible dependents, subject to all of 

the grou? policy'!:> terms and conditions applicable to those 

forms of insurance and subj~ct to all of the follo'"·ing condi­

tions: 
l. C:>nt:inuation shall only be available to an employee or 

member if the employee or mt~l't'-b~r was continuously insured -.In­

dec the c;roup policy, and for sin:lllar benefits und~r any grotlp 

policy which it replaced, durinq the entite three months' 

period illltller:hat~ly preceding the termination. 

2. Continuation shall not be available for a person who is 

or ~ould be covered by medicare. Continuation shall not be 

available for a per9on who is or lS eligible to be covered by 

another qroup insured or uninsured arranqenent whi1.:h pro•Jides 

accident or health coveraqe, unless the persor. was covered hy 

that other group policy ir,nu~di,'\tely pr1or to the termination. 

3. Continuclt 100 may excludl! dental c.1re, v~sion care, or 

prescrl~tlon drug benefits or other benefits provided under 

the qro'.lp policy which beneflts are in addition to accident or 

health benefits. 

4. 1\:l employ~e or memb~r ·..-ho wishes continuation of 

coveraqe :nust request continuation in :..-riting to th~ ~mployo?~ 

or ~r011p ~oli<:yiwlder wit:lifl thE! tl?n-d.ay period follo·...-ing tht' 

~at.er of eith~r of the following: 

a. T~e date (lf the termindtion. 

b. T~e date th~ l!~ploye~ is given ~oticc o! the right o( 

connnu-":J.on a:; provideO in section SO'JB.S ay ei~her t:he e:~­

ployer o= ~he qro~..:p polic-fhold~r. 

If pr::!='\~r r<ot;cP. 1:> 9:'.J~:o, the l'tnplo;·e~ 1·r ·::1e:nf:~r i!i net 

eligi!1:~ :.o ~lee: cont L:lu,\:IOil ~co! ~.t:an •.h~rt.y-~nt~ dc1.ys alto?r 

tte da~e ~f terrr1nd~1~n. 

S. _\~. •!~-P:·''i'P~ ?~ ,.,,~:n::•:r eh:ct.:•<; :.;?:'l~lrlt:<H~on stli~ll paf 

r.ont:•:y ·:,.:Cit! empl?::er ::~ ]tO'.IP ::;,.,lic:.:·cld~~ .. :1 ,tC· .. ,Jn<:e, :1•~ 

• 1rr:>\.n·: ~-' ~-,:•:.:::•ut.10n :·.:.·(;\ .. tl!d by tt'.~ <.;'fplY_.-P.r \::· qcoup 

pclLcy:l'. :.P.r, :Jut. 110: 110Cf:' :.n.111 t:l\~ ~.:·: ~·.:? :.t~~ >li".o:=<·.ol:>t' .~--"' 
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for the in9urance be:.::..:J corn;nued >lnder the group policy. [ f 

proper notice is give::. ~he election of continuation by the 

e~ployee or menber tosether vith the (~est contribution 

required to establish cor.tributions on a monthly basis in 

advance. shall be given to the employer or group policyholder 

within thirty-one days of tne date the group insurance would 

otherwise terminate. 

6. Continuation of lnsurance under the group policy for 

any per5oo shall ter:n~nate when the person beco:nes eligible 

for medicare or anothe: group ins·Jred or uninsured accident or 

health arrangement, or earlier, wMen any of the following 

first occurs: 
a. Nine months after the date t.he employee's or member's 

insurance under the pe-l icy ·.o::.uld other~Ji.se have terminated 

because of terminatior of e~ployment or membership. 

b. At the end of tne period for which contributions were 

nade if the employee c• member fail~ to ~ake tim~ly payment of 

a required contributic~ and if proper notice as provided in 

section 5098.5, !iUbsec~ion 1. 

c. I( the person c;>vered i3 a forrr.er spouse, upon the 

fcrner sp~u5e's remarr:aqP.. 

d. The date on wh~ch the q:oup policy is terminated or. in 

the case of an cmployei!, the date the employer tercr.inates 

under tr~ 9:o~p policy. However, if this para-pdrt lCLpat ir..-n 

graph applies ,1nd t~o? coverd~t:' '"'hlch wo~ld cease becduse of 

the e~ployer's termina:1c~ .s replaced by si~ilar coveraqP 

unde: a dlff~rent qr(:C? pol.cy. a~~ of ~he follcwing apply: 

1:• The ~rnploy~e. -err.,>o?r, spouse, 01· P.~iqible dependent 

rr.1y b•~come covered unc~: ti'"lt? different '-JrOuf.< p--.':llicy, for thP. 

b,lL'\nce of the period ·.;o;~t :.-~ t:l't'ploye~ ( r rr.ember would have 

rE!~31~Pd covered u~·!e: ~~e p~.or crou~ pclicy had a ternlna­

tlon of tt·.,! group po.~.-:y ."ls >p(••:~i~Pd .n ?d.raqraph "d" nc:. 

occurr1~d. 

(?) ~~e ~ln.~u~ :~·''- o( oenP.~:~s :c be ?rcJvided by t.h~ 

dlf:e=er:t -:rccp ~,?lie·_. :::.'" .. 'l:: v•.• ::·.~ ;q;o~.cdble ieve. u( C•t"ne .. 

f11s 0f t~P. ~t10r qrc.: poi:7;. '~~~ce~ ~y <l~Y ~ene~its pdy-

.t:>i e J:l..:t>· ~ .1e :): \OC :;,; ;) :·: . ~ Cf 
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( 3) 1'hc prior group pol icy shall con~inue to provide bene­

fits to the extent of its acccued liaJ1lities and extensions 

of benefits as if the pr1or group pol1cy had not been ceplacP.d 

by the different qroup policy. 

L A notification of the continuation privilege shall be 

included with or in each certificclte of coverage and as 

otherwise provided in section 509B.S and shall contain the 

t1me limits for requesting the continued coveraqe. 

8. The spouse of an employee or menbe~, and any cove~ed 

dependent childrPn of the employee or ~ember, whose coverage 

under the qroup policy would otherwise terrninate because of 

~issolution or annulment of ~arriaqe or death of the employee 

or ~Pmber shall have the same contribution and notice 

responsibilitiP.s and privileges. as pr0vided under this chapter 

to the employee or member upon ternin~tion of employment or 

oembership. 

Sec. 4. !:!_E_W_.~~CriON. S09R.4 Co~·.;e;RS!Ol~ OP GROUP POLI-

C IF.S, 

A gloup policy delivered or issued !or delivery in this 

atatc which insu1·E!s employees. or members for accident or 

:•ealth insurance on an expense-lncurr~Jd or servLce basis, 

otner than ~or specific diseaseD or for accidental injuries 

o.1ly, shall p::-ovide that ,,n em!)loyPe ::t m.elt'b~t ...,hose coverage 

under the group policy has been term.i~ated is entitled to have 

.1 converted policy lssued to tr.e enpl::yee or :ne:nber by thE' 

ir-.surer ...,ittlo,Jt evldence of insurabil:~y, subject to the 

bllowing: 

l. ;., CO:O\."erteC. pol icy :1hall not: .:le a·J~i ~abl~ to an f:~m­

F·i.oyel~ or r-.ernbP.: if terr.lnation of in~~rancP ".Jnder thP 'Jt"Ol!p 

p:>licy occurred OecaUS(' ot any of the :~,llowi!"lq: 

(a) Ternination ot e~?!oym~nt_ or -.erreinJ.~lon ot neru.bcrship 

.!~~ tliP ('~y.(Jyee or ~e:nbet was n~t ~~=~tl~d :~ co~t1nuat1on ot 

c:::'I.JP crJveraqe, oc fai~ed ~.o ·~:L•ct C<)~:lnuati.~)n 

;b) ?~1.u:~ ~~= nakc :!Pe~! ~.Jy~e~: :.t :~q•Jlte~ ptP~:~~ 

.~:·~~-·r :o:Jc<> .1~~ :·.::--:-;ulrt•r: ;:'1 s~,7- .. ~H1 , .. ;:l.S, ;,ubS('(;".ton 2. 

f/1 • 
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(c) Any other reason, if the employee or member was not 

continuously insured under the group policy, and for similar 

benefit;;. under clny qroup pol icy which it replaced, during the 

Pntire three months' period iClJtlediately preceding the ternina­

tion. 

(d) The group policy terminated or an enployer's or qroup 

policyholder's participation tcrrninated, and the insurance is 

replaced by similar coverage under another group policy within 

thirty-one days of the date of termination. 

2. [f proper notice is qiven as required in section 

S09a.s, written application and the first premiu~ payment for 

the converted policy shall be ~ade to the insurer not later 

than thirty-one days after the termination. The converted 

policy's effective date shall be the day following the 

termination of insurance under the qroup policy. 

3. The premium for the converted policy shall be 

deterrnined in accordance with the insurer's table of premium 

rates applicable to the aqe and class of risk of each person 

to be covered under that policy and to the type and amount of 

insurance provided. 

4. ?he converted policy ahall cover thC' employee or ::'letr·ber 

and de~endents who werP covered by the qcoup policy on the 

date ot telmincltion of 1nsurance. At the option of the 

insurer, a separate converted policy ctay be issued to cover 

a.ny dependent. 

S. The insure: is not required to issue a converted policy 

coverinq any person if the person is or is eligible to be 

covered by medicare. The insurer LS not required to issue a 

converted pol1cy co·.;enng any person it both paragraphs "a" 

and "b" apply: 

a. r: any ot :·:u~ fullowu19 apply: 

(1) Tht? P(•rsorl :::> covPred for s1nilar bene(its by another 

:ndi~i~~ai policy. 

(2) ;~e ~~:so:'l :s 0r is ei:g:ole ~o b~ cove~ed ~or $l~iia: 

:n~ne:·l:.~ •Jndc-r dll"f J:~.l:"'(jP:,(•n:. :J~ r:o·1era~e ~or lnd.·v·.r.;.!ais ln 

.:!.'1 t!mn:-::::•.•t c;:~:lp. ;.·:~l)t.t:(•( 1r·,s:.::·~c o1· un::1s H~d. 

::t 
:n 
"' "" a> 
()1 
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(3J Tne per!>on 1s or is eligible to be C_)V~red Cor :;_milar 

be~ef1ts ~nder any ot~er state or federal la~. 

b. Tt'.e benefits provided under sources cf the lt.inU 

referrer! tQ in paragraph ''a", subparagraph ( 1), for the 

person, or the benefits provided or available 11nder sources of 

the kinC. :-eferred to in paragraph "a", subparagraphs (nand 

(3), for th~ person, together with the conv~rtP.d policy's 

benefits, would result in overinsurance according t(> t~l! 

insurer's standards for overinsurance. 

6. A <:onverted policy may provide that the insur~r :'nay at 

"''Y tine request infornation of .1 person covered as to whl!ther 

the person is covered for sirnilc11 benefits descr 1bed in 

st:hs.ec~ ion S, paragraph "a'', ~ubp.Haqr.J.ph ( 1 l or IS o: is 

eligible to be covered for similar bPnefits descrLberl in 

subsectlot'. ':), paragraph "a", subparc\graphs (2) and {)J. ?he 

converted pol icy may provide that as of any premiu'll due d.'lte 

the 1nsurer may refuse to renew tOe policy or the coverage of 

any insured person for any of the follo·.tinq reasons: 

a. Either those similar ben~fits for which the Ferson lS 

or 1s e~igible to be covPred, together with the convert~d 

policy's ben1.•fits, would result 1n ovE!rinsurance accordinq t.o 

t,...e :ns,Her's standards for O'JCtlnStHclnce, or the 90l1cyhold~r 

o( the converted policy fails to provide the reqvc-.;ted 

lnfcrmat ion. 

h. rrdud or raterial misrepresentation 1n app:~1ng for any 

beneflt5 under thP. converted policy. 

~. tl_gibillty of the ins,1red person to: coveraqe urdec 

med1car'' ~r u~ier any other s:at~ clr ~~dera. la~ p~ovidlnq (or 

benef1:s s1m1lar to thos~ ~rovi~e1 by the c0nverteci policy. 

d. l)~.ner C(>.O.S01~S ar.-pi'OV~d =-y the ~..:-:::-,m:ssionP.r O( 

I nSUI'dnc••, 

'J, Af' 1r.s•Jt<~t is not rf:qul;::,_~o t.c tSSl!e .o conve7tL~d poi..icy 

?=~~irl_~~ ~en~fi~s i~ ~xcess of th'! dcc:de~: ~nd ~~alt.h 

lf'Sllr<!IIC~ .:r·.dt!t :.CII! grcup ~0l1cy fr<;n ..,h1ct·. cr:c.·:e:}ion i.'> 

n:..de. 

-
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6. The conv~rted pol1cy shall not exclude, as a 

preexistinq condition, any condition covered by the qroup 

policy. However, tt'.e converted p?licy may provide for il 

reduction of its accident and hea:.th benefits by the an\Ount of 

the benefits payable under the group policy after the 

individual's insurar.ce terminates under the group policy. The 

converted policy r.:.ay also provide that during the first policy 

year, the benefits payable under tOe converted policy, 

toqether with the benefits payable under the qroup policy 

after its termination, shall not exceed those that '-OUld have 

been payable had the i~dividual's insurance under the qroup 

policy remained ln force and effect. 

9. Subject to the other provisions of this chapter, if the 

group insurat\ce policy from which conversion is made lnsur~s 

the enployee or member for basic hospital ar.d surgical 

insurance, the ._~mployee or me:nber may exercise tho option of 

obtaining <1 converted policy providing coveraqe on an expense­

incurred basis under a.,y of the following plans: 

a. Plan A which covers all of the following: 

( 1 I Hos!)it:al roor-. and board daily expense benefits ir. a 

max1mum dollar .1mount. approxlmatinq the averaqe semi-private 

rate charged in the Folk county metropolitan Area of this 

stclte for a maxir.tum d~,.;rat. ion of seventy days. 

( 2 I M1scellan~ous ~osp1tal ~xpcnse heneflts up to a 

naximum a~ount of tl!n :imes :he hclspital room and b~ard daily 

expense benefits. 

(3) Surgical expe~~• ber~f1ts acco1ding to a surgical 

proce~ures schedule cons1st~~t w~t~ those custorarily offered 

by tMe ins~rer ond~r ~=~up or 1nd1viduai health insucdnce 

polici~s a~d prcvidl~o a ~a~.m~rn b~nefit of l!iqht hundred 

dollars. 

b. PL.1:1 3. 

'i'!le ;;an~ as ?lan A, t: . .:ce~· that the m~xu:l'.;n ho~opitai. ~;Jo:n 

and :JlktcJ datlj expf!::::~ ben~.'1ts .s :.;evency-f:ve pt!rcent o( 

t:l~ c:n·n!:;;; .. .:.;loJ:ng pi~~ \ w;o.. 'l;o,m ..=.-.d tht~ :;o..:n~ical sr.n~du~P. 

ri~X.IUI!Rl IS ;1.>: ·lu·;dCf~-.: ::cll,o.:.••. 

i' I:~: ('. 
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'The sa;:.e as pl.1n ,,, except that the maximum hospital rcon 

and baaed daily expense benefit is fifty percent of the 

cocresponriing plan A i.'aximum and the »urqical schedule maxir.um 

is four hundred dollars. 

'I'hP.' m.a;r;i.:num dollar ar-:ount for plan A's hospit.al roan and 

board daily cxpens~ benefits shall be determined by th~ 
commissioner of insurance and may be redeterMined Oy the 

commissioner from time to tine as to convL~rted pol icics. issued 

subsequent to the redeterrination. The redetermination shall 

not be nadc nore often than once in thr~e ycar9. The plan A 
naximum, and th~ corresponding m,lximum!'> irt plans a and C, 

shall be ro~ndcd to the nearest ~ulti?le of ten dollars and 
that: roun<!inq may be to r::he next higher or lo·""er multipl~ of 

~en dollars, if otherwise exc1.c!::1y nidway between. 

10. Subject to the other provisions and conditions of th1s 

chc1pter, if the group policy fron whi<;h conversio;1 is made 

insures tl".e employee or menber for 1:1ajor mP.dical expensP 

insurance, the em!)loyee or me;;ber may obtain a converted 

?Ol icy pro•Jiding catastrophic or n:ajor medical co .... erage undec 

a plan l".ee'::inq the following requi.rcl".ents: 

a. A ~aximun benefit at least equal to, at the option of 

th~ insurer, (~ith~r of the followin') benP.fi.t~: 

( 1) A ::~axirnllm payment per covered pE!r~;on tor all covered 

nedic,ll expenses incurred durinq th,lt. person'a lifetime, eq\l.Jl 

~:o t:he s:raller of th~ ma:dro.um benefit provided under the group 

pol icy or ~wo huncired fifty tOousand dollars. 

(2) A 'll<lximum payr·.ent for Pach unrelated in]tHY or 

s.i.cknes<;. eq1lal to :.!"le sraller of the m.aximum bP.nt•fit providP1 

~..:.ndeo L1c 9roup policy, oc two hundro:d fift:y t.hou~c.\nd doll.a:·s. 

o. Pa~-:::.ent 1;f be:1~f:.ts at :he rate of e1ghty p~rcent of 

1:over&d ~~dicftl exp~nses which are ~~ excess of the dPductible 

un~tl V.ot:-;"".:"} ye:-r.~;-,t ot t:lL' ex:pensL~"!i ::, d h~nefi':: pet·iod 

reach~S ::.r.P tfl:)\J~~a:'d tiolLus .• 1f':et· which b('nefits will be 

?Ai(l at t:-~ rate ~c ~re ~~ndr~ri perc~nt dr1r1nq the re~atnde: 

c.f t.t"".e b•?r:·~~·lt. j)('::-:;.d. ?a!'fh('rl~ ~)( :>•.'nefit~ f:>1 :'1-!.~Mt.ent 

trf:atrn~nt ::( rr.ent:!. tii-: . .;;:;s, .t oro•:tde<! tn t.t-.f! r7onvl•::•~d 

- • 
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pol icy, nay be at a lesser r.He but not less t;han fifty 

percent. 

c. A deductible for each benefit period which, at the 

option of th~ insurer, shall be the sum of the benefits 

deductible and onP. hundred doll.us or the corresponding 

deductible in the group policy. "Benefits Ceductible" means 

thP. value of any benefits provided on an expense-inc•Jrred 

basis which dee provided with respect to covered medical 

~xpenses by any other 9roup or individual accident or health 

insurance policy or nedical practice or oth~r prepayment pl.ln, 

or any other pl.:ln or progrdn whether inslJred or uninsured, or 

by reason of any state or federal law and if, pursuant to 

subsection 11, the convertP.d policy provides both basic 

hospital and surgical coverag1~ and major rnedical coveraqe, the 

value of the basic benefits. If the maxi;nur. benefit is 

det~rmined by paragraph "c1.", subparagraph ( 2), t11e insurer ;~ay 

require that the deductible be satisfied Curing a period of 

not less than three nonths if the deductible 1s one hundred 

doll~rs or less and not less than six months i.f the deductible 

exceeds on~ hundred dol iars. 

d. 'I'he "benefit period" shall be eclr.h calendar year when 

the C"laxi:";lu:n benefit is detl!rtt:ined by paraqraph "a", subpara­

graph ( 1) or twenty-foru mont.t-.s -..·;,en the mdximum benefit i:J 

detP.rrnined Oy paragraph "a", subparagraph (2). 

e. "Cover~d nedical expense-s" includes at least, in thP. 

case of hospital coo:n and board chargeg. the dollar a:nount in 

plan A of subsection 9, paragraph ''a'' and at least twice that 

amount for charg~s in an inte~sive c~re unit. Any surgical 

procedures schedule 5hall be consistent with those customarily 

u(fer•.•U by lhe 1nsure: under qroup or indivi<iual healt~ 

1nst:r.1r.ce ~ol.ici.es and shal~ providt! at least a one thousand 

u.·o lnmdr~C. dollar ma:dnum ber.ef it. 

ll. At tht~ opJ·.i.on of the ln!>urer, the plar.s of benefits 

set fcrth 1n sJb~ecLio~s 5 and 10 ~ay b~ pr~~ided ~nder 

:~er •. uc:t•.: ;)(•~ 11;1es, or :'lcJY be p:-:)•nde<:. by a ;.cl icy o( .-.:or.::prP-

~~n~.v~ ~e~icdl ~xpPnse ller1~f .t. ~lt~1cut : i:~~ do~.ar 

J: 
:'1 
r-.> 
.1> 
Ol 
01 
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coveraqc. The comprehensive policy st1all conform to the 

requirerPI'ItS of subsection 10. However, an insurer clectinq 

to provide such a policy shall make available a low deductible 

option, rH>t to exceed one hundred dollars, a hiqh deductible 

option between five hundred dollars and one thousand dollars, 

and a third deductible option nidway between th~ high and low 

deductible options. Alternati•Jely, t.his policy may p1·ovide 

for deductible options equal to the greatPr o( the ben~fits 

deductible <1nd the arr.ounts specified in t.his subsection. 

12. The insurer may, at its option, offer alternativ~ 

plans fo: group health and accident insurance conversion in 

addition to those required by this chapter. If an insurer 

cust'o:narily offers individual policies on a service basis, 

that insurer rray, in lico.J of converted policies on an expense­

incurred basis, rrake available converted policies on a service 

basis which, tn the ()pinion of the co:TUnissioner, sati.sfy the 

intent of this chapter. 

lJ. If, under this chapt~r, coveraqe would be continued 

under the qroup policy on an employee or member l'ollowinq 

term.iniltion due to reti.rement prior to the tirr.e the e:nployee 

or nP.mber i$ or could be covered by rr.edicare, t.he enployee or 

f!'.t~~b·~r may elect, in lieu of continuation of group insurance, 

<tr-.d :'lOt...,ithstanding subgect ion l, paragraph "a", to have th~ 

samP cor.v1~CS10n rights as would apply tf ,, conti:"'ued policy 

were t~rmi:"'ated at that ti.~e. 

14. The convert1~d poli.c;· may provide for reduct.ion or tt~c­

minatio~ of co?eraqe of a person upon eligibility foe coverage 

under ~ed~carQ or under any othPr state or fedE!r3l law 

prcvLcLnq foe b~n~fits similar to t~os~ provided by the 

o.::cnver t~-:.1 ::ollq'. 

1~. S~jJ~Ct tO dlly preced1nq CIJndi~iO~S, ~OnVt!C9iOn 

pr.?il!!Cj~s ~r~ iiVililable to d sur~lv.~q s~ouse a1 1he d~ath elf 

t.,t: ~:mplvye·~ c..r mr.-rrber, w1th respt?c~. to tn~ spou>.~ <.~nO 

(:~.ldr~n ~~usc ~r:verag~ un~cr t~e s:o~p pol1cy :~!m~:"'at~s ~y 

r~~s0n ~! -~~ d~i\~~. (;, ~<~ ~~c:h ;ur~.v~~1 c~i~d ~nose coverd9! 

':~·: ·r.; ~r0.1r .-:-~!.ICY t~:·:n~.~.,~::..:-s oy r~,,SIHl ~~~ :!..:-ath. or ·~·h~.• 
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continuation of dependent's coverage is accepted fol10'Jinq the 

employee's or ncnber's death, at the end of the continuation. 

Subject to any prec~din<J conditions, the conversion privileqe 

ia available to the spouse o! the employee or me~ber upon 

termination of coveraqe of the spouse, by reason of 

dissolution or anl'\uln1ent of marriaqe or otherwise ceasing to 

be a qualified L1mily member under the qroup poli.cy, while the 

eti'lployee or member remains insured under the policy, or when 

continuati.on of dependent's cov~raqe is el~cted follo~i.nq the 

dissoltJtion or annulment of marri.aqe, at the end of 

conttnu.ation. This conversion privil.eqP. lncludes children 

whose coverag~ under the qroup policy terminates at the same 

ttme. Subject to any preceding conditi.ons, the conversion 

privLleqe is also available to a child solely vith respect to 

the child upon termination of coveraqe by reason of c..:-aslnq to 

be a qual1fied family member under the qroup policy, if a 

conversion pri.vilege is not otherwise provided within this 

secti.on. 

16. [f the benefit levels in subsections 9 and 10 exceed 

the benefit levels provided under the ':)toup poli.cy, the 

converted policy ~ay offe1· benefits which are substanti.ally 

similar to thOsl" provided under tht.> qroup policy ln lieu of 

those required in subsections 9 and 10. 

17. The insurer may elect to provide group i.nsurar:ce 

coverage 1n 1 ieu of the lS.Su.lnce of a converted individual. 

pol ic:r. 

18. A r.ot:ific.ation of the conversion pr:.vileqe shall be 

inchJded with or in each c(!rti.ficate of cov~rage. 

l9. A converted policy which ia delivered outsidP this 

std.t(' may ~e o:"l a forn . ..,.hich could bl! de: ivtHed i.n sue~ otne~ 

ll;l·isdicti::.n as .:t convert~d policy hacl the group pol~cy ;;,een 

l!:'·5U~d .n t~.lt. j·J!!SdlCtiOn. 

~·~~c. 5. f.:l!:~Ool SZC'TIC~t!. ~09i3.5 WYTIC!': 0!' TE:RMW;..T:O~ l)f 

MC:.'-IB[?SIE? OH MOC~;i'ICATION OF COV,:RAGt~. 

~~rrp.•:·.J~t'S wl lj.:'OUp ?-?liCfh<.>lderS shall not:fy <ill ~:n· 

p~O'fl~C'!i cr -f!mb<!r!'o ·.t t:1e1c ~~.)r\tlnU.ltLon .tnd ..:onversi<:n :·1qr.:,; 
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witr.in ten da:1s o( termination of employment or rne:-:-.bership. 

The no:ic~ shall be in writing and del1vercd 10 person or 

rnailed to the person's last known address. Ho·-eve:, 

continuation and conversion rights shall not be denied because 

ot failure to provide proper notice. After receiving proper 

notice the em?l oyee or :nembe r m.a y request c1 nd sha 11 receive 

corltinuation or conversion coverage in accordance with t~is 

chapter Yithin ten days of the request, notvithsta~ding any 
other time limitation provided by this chapter. Notification 

as provided in this section supersedes section 515.80 as that 
section relates to accident and health 1nsurance. 

2. If an errploycr or group policyholder terminates or sub­

stantially modifi~s an aqreement to provtde accident or healL; 

:,sura;-,cP. fo1 employP.es or ne;nbers or if accident or health 

!~auranc~ for eM~loyP.es or ~embera lS terminated for failure 

~o pay ?re:ntums or for another reason, the ernployer or group 

policyholder shall notify the employeP.s 01 :ne;nbcrs, including 

persons being continued under the policy·~ continuation 

provisions, of the termination or substantial rr.odification of 

their coverage. The notice shall be in writing and delivered 

i., person co the entitled persons Qr nailed to their last 

known addrP.sses at least ten days prior to t.he ter:nination or 

substanti,ll cr,:>difica'.::ion of the accident or health inaurancf! 

coverage. The ("!mployer or group policyholl!er is aolcly ~i<tblE' 

~or benefits, including extended benefits, other than extended 

·cenefit::; for ·..rhich the insurP.r is liable in accordance w~th 

the provisions of the qroup pol icy, wllich .,.:auld t'.<lve been 

;dyable ~ad the accident or health in5urdnce rcrraincd i~ for~e 

G!' ••ot been terminated or substantially ;rod.ified d.:.:inq the 

?~riod A t.:.me follo..,.i.~q tClL" termination or suh:.~ant.icll moo.li­

·:cc!.tlC<l un::1l t.t." persoOl entitled t.o not.ic~ i~ <Jl'-·erl nottct! 

"J":" the ~'Tiploye~ c1· group po)~icyholder clS req.Jited ;:,y L,~s 

:::.·Jlo!>ec: .:)n. 

J. : .. ~_. -:-.~rpl'">y~r or g1·oup policyho:c .. r IS al~o <.;ol!d'f 

~~.10:~ :·::.: :.~.1.:-t't:::>, inc:uJ1:·.q (!.xtpnf.e:: bect•f1ts, •!"11::t; ·~·:)ul:i 

··.c;.·/~ ;)~·~~. fl<!"/cl::J~I' t·.a;i •.ht: .rcc:denl cr -~.~1: ..... ln~n:::i::c•: :l~"n .· 

• • 
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force and the employe~s or members been covered during the 

period of time the e-rr.ployer or group policyholder failed to 

implement the plan fot acc.id<'nt or health insurance which th~ 

employet or group pol icyholdcr had agreed to provide, unti 1 

the employer 01· group policyholder qives notice- of its failure 

or inability to provide thP .1greed plan. The notice shall be 

in writing and delivered in person to thP enployees or mP.mbers 

or nailed to their las~ known addresses. 

4. The employer or group policyholder is dlso solely 

liable for beneflts, includin9 extended benefits, which would 

have been payable had the accident or health insurance been in 

force and the em9loyees or ~eMbers been covered by the 

accident or health insurance durin9 a period of time for which 

the employe1· or group policyholde: has collected contributions 

throuqh payroll, withllolding, or other~ise, but has failed to 

enroll tho? employees or :nert'bers, unless the err.ployer oc group 

policyholder has given actual notice that enrollment in the 

plan will not become effPctive unttl a later date or unti.l. the 

er.ployee's or menber's application for enrollment has been 

approved. 

Sec. 6. Sect:iotl 91A.2, subsection 4, paragraph d, CndP 

Supplenent 1985, is aMended to read as follows: 

d. ExpPnses 1ncutred and recover.Jble under a health 

ben~ fit ~lc1n n!l-de£ -t n~e- -t n-nr~d -~,-prov :tded- -t :'1-ehapter -9 iB. 

Sec. 7. Section 91A.2, Cnde Scpple~ent 198S, is a~ended by 

dddinq the following new 5\lbsection; 

NEW SUBS~.f!).Q~. 7. "Healtt·. benefit. ::>lan" :neans d pl~n or 

-~"FePment raovided by :1:1 errployer for P.:"'lployees for the 

J>rOvlston o)f or pay:nen:. fer care and treatment of s~ckness or 

lr.Jury. 

S.er. 8. Section S•EI.J, subsectiOn 4, C:>de 1935, is amended 

by st:ik~~g tte s~bsf!1:::o~ a~d inse:tinq in lie~ thereof the 

f.:-1 ~o·.r1 nq 

~. A prov~si1;n th~. 1f rh~ ~nsJrance ·Jn d persu~ or &n­

~ur.u:.;:e ......... 1 ?e:·.:; .. ,n a:'c ttl€' p'..·r:>·>:~·~ dt·p~'ndents cov~ro.:d by tht.> 

pc~ic:y C!'it'-O:Oa beC'.l'.lSC ::: t'..·rr·.:rr;t~.:.-:r. .d "'r.tP~~Jyrnent. o~ of 

::r:: .., 
"' .. 
C7l 
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membership in the class, the person and the person's 

dependents may continue their accident or health insurance 

under the group policy and may subsequently apply for a 

converted policy without evidence of insurability, as provided 

in chapter 5098. 

Sec. 9. Chapter 919, Code 1985, is repealed. 

Sec. 10. This Act is effective July l, 1987. 
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