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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:
4
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Section 1. NEW SECTION, 509B.1 DEFINITICNS.

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

1. "Accident or health insurance" means hospital, surgi-
cal, or major medical insurance, or a combination of these.

2. "“Commissioner" means the state commissioner of
insurance.

3. "Group policy" means a group accident or health
insurance pclicy issued by an insurance company under chapter
509, a group accident or health contract issued by a health
service corporation under chapter 514, or a plan for health
care services provided by a health maintenance organization
under chapter 514B, or issued or provided by any similar
corporation or organization.

4. "Individual policy" or "converted policy" means an in-
dividual accident or health insurance policy issued by an in-
surance company under chapter 509, or an individual accident
or health services contract issued by a health service
corporation under chapter 514, or a plan for health care
services provided by a health maintenance organization under
chapter 514B, or provided by any similar corporation or
organization.

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

6. "Insurance", "insures", and "insured" refer to coverage
under a group policy, individual policy, or converted policy
on a premium-paying basis, and do not include coverage
provided solely as an accrued liability or by reason of a
disability extension.

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

consideration payable for coverage under a group or individual

policy.
8. "Medicare" means Title XVIII of the United States
Social Security Act.

Sec. 2. NEW SECTION. ©509B.2 PERSONS INCLUDED IN THIS
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1. As used in this chapter, "termination of employment or
membership" includes but is not limited to termination because
of permanent or temporary layoff or approved leave of absence.
A provision in this chapter which relates to termination of
insurance under a group policy of an employee or member and
the employee's or member's covered dependents includes
termination of insurance with respect to the dependent spouse
or children of an employee or member whose 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.

2, A provision 1n this chapter which relates to an em-
ployee or member includes the dependent spouse or children if
termination occurs because of dissolution or arnulment of a
marriage or death of an employee or member.

Sec. 3. NEW SECTION. ©509B.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
oniy, 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 tec all of
the group policy's terms and conditions applicable to those
forms of insurance and subject to all of the following condi-
tions:

i. Continuation shall only be available to an employee o
memper if the employee or member was coantinuously insured yni-
der the group policy, and for similar benefits under any greup
Doiicy which 1t replaced, during the entire threo monins'
per:od immodiately preceding the rermination.

2. ontinuation shall rot be available for a person who is

-2 -




or could be covered by medicare. Continuation shall rot be
available for a person who is or is eligible to be covered by
another group insured or uninsured arrangement which provides
accident or health coverage, unless the perscn was covered by
that other group policy immediately prior to the termination.
3. Continuation may exclude dental care, vision care, Or

prescription drug benefits or other benefits provided under
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the group policy which benefits are in addition to accident or
health benefits.

4. An employee or member who wishes continuation of
coverage must request continuation in writing to the employer
or group policyholder within the ten-day pericd follcwing the
later of either of the following:

a. The date of the termination,

b. The date the employee is given notice of the right of
continuation as provided in section 509B.S by either the em-
ployer or the group policyholder.

If proper notice is given, the employee or member 1s not
eligible to elect continuation more than thirty-one days after
the date of termination.

5. An employee or member electing continuation shall pay
monthly to the employer or group pclicyholder, in advance, the
amount of contribution required by the employer or group
pclicyholder, but not more than the group rate otherwise due
for the i1nsurance being continued under the group policy. If
proper notice is given, the election of continuation by the
employee or member together with the first contribution
required to establish contributions on a monthly basis in
advance, shall be given to the employer or group policyholder
within thirty-one days of the date the group insurance would
otherwise terminate.

6. Continuation of insurance under the group policy for
any person shall terminate when the person becomes eligible
for medicare or another group insured or uninsured accident or

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

a. Nine months after the date the employee's or member's
insurance under the policy would otherwise have terminated
because of termination of employment or membership.

b. At the end of the period for which contributions were
made if the employee or member fails to make timely payment of
a required contribution and if proper notice as provided in
section 509B.5, subsection 2.

c. If the person covered is a former spouse, upon the
former spouse's remarriage.

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:

(1) The employee, member, spouse, or eligible dependent
may become covered under the different group policy, for the
balance of the period that the empioyee or member would have
remained covered under the prior group policy had a termina-
tion of the group poclicy as specified in paragraph "d" not
ccecurred.,

{2) The minimum level of benefits to be provided by the
different group policy shall be the applicabie level of bene-
fits of the prior group policy, reduced by any benefits pay-
able under the prior group policy.

(3) The prior group policy shall continue to provide bene-
fits to the extent of its accrued liabilities and extensions
cf beneiits as if the prior group policy had not been replaced
by the aifferent group policy.

7. A notification cf the continuation priviiege shail be
includad with or in each certiiicate =of coverage ard as
siherwise provided in section 509B.S and shall econtain ohs
tivwe 1imics Jor requesting the continced coverace.

&
8. The spouse of ar empioyee ¢or member, and any covecod




dependent children of the employee cr member, whose coveraqge .
under the group policy would otherwise terminate because of

dissolution or annulment of marraige or death of the employee

or member shalil have the same contribution and notice
responsibilities and privileges as provided under this chapter
to the employee or member upon termination of employment or

membership.
Sec. 4. NEW SECTION. 509B.4 CONVERSION OF GRCUP POLI-

9 CIES.
10 A group policy delivered or issued for delivery in this
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11 state which insures employees or members for accident or

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

13 other than for specific diseases or for accidental injurles

14 only, shall provide that an employee or member whose coverage
1S under the group policy has been termlinated is entitled 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 1. A converted policy shall not be available to an em-

20 ployee or member if termination of insurance under the group
2} 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 S09B.5, subsection 2.

27 (¢) 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 immediately 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 within .

35 thirty-one days of the date of termination.
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2. 1If proper notice is given as required in section
509B.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 premium
rates applicable to the age and class of risk of each person
to be covered under that policy and to the type and amount of
insurance provided.

4. The converted policy shall cover the employee or member
and dependents who were covered by the group policy on the
date of termination of insurance. At the option of the
insurer, a separate converted policy may be issued to cover
any dependent.

S. 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
a"

"t

converted policy covering any person if both paragraphs
and "b" apply:

a. If any of the following apply:

{1) 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.

(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", subparagrapns {2) and
(3), for the person, together with the converted policy’'s

benefits, would result in overinsurance according to the
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insurer's standards for overinsurance. .
6. A converted policy may provide that the laosurer may at

any time request information of a person covered as to whether
the person is covered for similar benefits described in
subsection 5, paragraph "a", subparagraph (1) or is or 1s
eligible to be covered for similar benefits described in
subsection 5, paragraph "a", subparagraphs {2) and (3). The
converted policy may provide that as of any premium due date
the insurer may refuse to renew the policy or the coverage of
any insured person for any of the fcllowing reasons:

a. Either those similar benefits for which the person is
or is eligible to be covered, together with the converted
policy's benefits, would result in overinsurance according to
the insurer's standards for overinsurance, or the policyholder
of the converted policy fails to provide the requested
information.

b. Fraud or material misrepresentation in applying for any .
benefits under the converted policy.

¢. Eligibility of the insured person for coverage under
medicare or under any other state or federal law providing for
benefits similar to those provided by the converted policy.

d. Other reasons approved by the commissioner of
insurance.

7. An insurer is not required to issue a converted policy
providing benefits 1n excess of the accident and health
insurance under the group policy from which conversion is
made.

8. The converted policy shall not exclude, as a
preexisting condition, any condition covered by the group
policy. However, the converted policy may provide for a
reduction of its accident and health benefits by the amount of
the benefits payable under the group policy after the
individual's insurance terminates under the group policy. The
converted policy may also provide that during the first policy .
year, the benefits payable under the converted policy,
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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
poiicy remained in force and effect.

9. Subject to the other provisions of this chapter, if the
group insurance policy from which conversion is made insures
the employee or member for basic hospital and surgical
insurance, the employee or member may exercise the option of
obtaining a converted policy providing coverage on an expense-
incurred basis under any of the following plans:

a. Plan A which covers all of the following:

(1} Hospital room and board daily expense benefits in a
maximum dollar amount approximating the average semi-private
rate charged in the Polk county metropolitan area of this
state for a maximum duration of seventy days.

(2) Miscellaneous hospital expense benefits up to a
maximum amount of ten times the hospital room and board daily
expense benefits.

{3) Surgical expense benefits according to a surgical
procedures schedule consistent with those customarily offered
by the insurer under group or individual health insurance
policies and providing a maximum benefit of eight hundred

dollars.

b. Plan B.

The same as plan A, except that the maximum hospital room
and board daily expense benefits is seventy-five percent of

the corresponding plan A maximum and the surgical schedule
maximum 1is six hundred dollars.

c. Plan C.

The same as plan A, except that the maximum hospital room
and board daily expense benefit 1s 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

_8_..
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commissioner of insurance and may be redetermined by the .

commissioner from time to time as to converted policies issued
subsequent to the redetermination. The redetermination shall
not pe made more often than once in three years. The pian A
maximum, and the corresponding maximums in plans B and C,
shall be rounded to the nearest multiple of ten cdollars and
that rounding may be to the next higher or lower multiple of
ten dollars, if otherwise exactly midway between.

10. Subject to the other provisions and conditions of this
chapter, if the group policy from which conversion is made
insures the employee or member for major medical expense
insurance, the emplcyee or member may obtain a converted
policy providing catastrophic or major medical coverage under
a plan neeting the following reguirements:

a. A maximum benefit at least equal to, at the option of
the insurer, either of the following benefits:

{1) A maximum payment per covered person for all covered
medical expenses incurred during that person's lifetime, equal .
to the smalier of the maximum benefit provided under the group
policy or two hundred fifty thousand dollars.

{2) A maximum payment for each unrelated injury or
sickness equal to the smaller of the maximum benefit provided
under the group policy, or two hundred fifty thousand dollars.

b. Payment of benefits at the rate of eighty percent of
covered medical expenses which are in excess of the deductible
until twenty percent of the expenses in a benefit period
reaches one thousand dollars, after which benefits will be
paid at the rate of one hundred percent during the remainder
of the benefit period. Payment of benefits for outpatient
treatment of mental illness, if provided in the converted
policy, may be at a lesser rate but not less than fifty
percent.

c. A deductible for each benefit period which, at the
option of the insurer, shall be the sum of the benefits
deductible and one hundred dollars or the corresponding .
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deductible in the group policy. "Benefits deductible" means
the value of any benefits provided on an expense-incurred
basis which are provided with respect to covered medical
expenses by any other group or individual accident or health
insurance pelicy or medical practice or other prepayment plan,
or any other plan or program whether insured or uninsured, or
by reason of any state or federal law and if, pursuant to

| ~ O U e W R

subsection 11, the converted policy provides both basic

o

hospital and surgical coverage and major medical coverage, the

—
o

value of the basic benefits. If the maximum benefit 1is

—
[

determined by paragraph "a", subparagraph (2), the insurer may
require that the deductible be satisfied during a period of

—
LS ]

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

—
W

dollars or less and not less than six months if the deductiblie

~
S NS

exceeds one hundred dollars.

b
)]

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

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

b
o ~d

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

—t
o

determined by paragraph "a", subparagraph {2}.
e. "Covered medical expenses" includes at least, in the

4]
<o

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

R B
2

plan A of subsection §, paragraph "a" and at least twice that

o
(O]

amount for charges in an intensive care unpit. Any surgical

S
=N

procedures schedule shall be consistent with those customarily

[ 28
W

offered by the insurer under group or individual health

tJ
h

insurance policies and shall provide at least a one thousand
two hundred dollar maximum benefit.
11. At the option of the insurer, the plans of benefits
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set forth in subsections 9 and 10 may be provided under

i
<

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

L%}
=

hensive medical expense benefits without first dollar

ad
b

coverage. The comprehensive policy shall conform to the

it
i

requirements of subsection 10. However, an insurer electing

tad
=Y

to provide such a policy shall make available a low deductible

(¥
L

option, not to exceed cone hundred dollars, a high deductible
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option between five hundred dollars and one thousand dollars,
and a third deductible option midway between the nhigh and low
deductible opticns. Alternatively, this policy may provide
for deductible options equal to the greater of the benefits
deductible and the amounts specified in this subsection.

12. The insurer may, at its option, offer alternative
plans for group health and accident insurance conversion in
addition to those required by this chapter. 1If an insurer
customarily offers individual policies on a service basis,
that insurer may, in lieu of converted policies on an expense-
incurred basis, make avalilable converted policies on a service
basis which, in the opinion of the commissioner, satisfy the
intent of this chapter.

13. 1If, under this chapter, coverage would be continued
under the group policy on an employee or member following
termination due to retirement prior to the time the employee
or member is or could be covered by medicare, the employee or
member may elect, in lieu of continuation of group insurance,
and notwithstanding subsection 1, paragraph "a", to have the
same conversion rights as would apply if a continued policy
were terminated at that time.

l4. The converted policy may provide for reduction or ter-
mination of coverage of a person upon eligibility for coverage
under medicare or under any other state or federal law
providing for benefits similar to those provided by the
converted policy.

15. Subject tec any preceding conditions, conversion
privileges are available to a surviving spouse at the death of
the employee or member, with respect to the spouse and
children whose coverage under the group policy terminates by
reason of the death, or to each surviving child whose coverage
under the group policy terminates by reason of death, or when
continuation of dependent's coverage is accepted following the
employee's or member's death, at the end of the continuation.

Subject to any preceding conditions, the conversion privilege

-11_
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1s available to the spouse of the employee or member ubon
termination of coverage of the spouse, by reason of
dissolution or annulment of marriage or otherwise ceasing to
be a qualified family member under the group policy, while the
employee or member remains insured under the policy, or when
continuation of dependent's coverage is elected following the
dissolution or annulment of marriage, at the end of
continuation. This conversion privilege includes children
whose coverage under the group policy terminates at the same
time. Subject to any preceding conditions, the conversion
privilege is also available to a child solely with respect to
the child upon termination of coverage by reason of ceasing to
be a qualified family member under the group policy, if a
conversion privilege is not otherwise provided within this
section.

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 subsecti:ons 9 and 10.

17. The insurer may elect to provide group insurance
coverage in lieu of the issuance cof a converted individual
pelicy.

18. A notification of the conversion privilege shall be
included with or in each certificate of coverage.

19. A converted policy which is delivered outside this
state may be on a form which could be delivered in such other
jurisdiction as a converted policy had the group policy been
issued in that jurisdiction,

Sec., 5. NEW SECTION. 509B.5 NOTICE Or TERMINATION QF
MEMBERSHIP OR MODIFICATION OF COVERAGE,.

1. Employers or group policyholders shall notify all em-

ployees or members of their continuation and conversion rights
within ten days of termination of employment or membership.

The notice shall be in writing and delivered in person or

_12_
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mailed to the person's last known address, However,

Z contlnuation and conversion ricghts shall not be denied because
3 of Fallure to provide proper notice. After receiving proper

4 notice the employee or member may request and shall receive
continuation cr conversion coverage in accordance with this
chapter within ten days of the reguest, notwithstanding any

other time limitation provided by this chapter. Notification

S
6
!
8 as provided in this section supersedes section 515.80 as that
% section relates to accident and health insurance.

¢ 2. If an employer or group policyholder terminates or sub-
1l stantially modifies an agreement to provide accident or health
12 insurance for employees or members or if accident or health

13 insurance for employees or members 1s terminated for failure
14 tc pay premiums or for another reasor, the employer or group
15 policyholder shall notify the employees or members, including
16 persons being continued under 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 acccordance 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-
2% fication until the person entitled to notice is given notice
30 by the employer or group policvyholder as reguired 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
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period of time the employer or group policyholder failed to
implement the plan for accident or health insurance which the
employer or group policyholder had agreed to provide, until
the employer or group policyholder gives notice of its faillure
or inability to provide the agreed plan. The notice shall be
in writing and delivered in person to the employees or members
or mailed to their last known addresses.

4. The employer or group policyholder is also solely
liable for benefits, including extended benefits, which would
have been payable had the accident or health insurance been in
force and the employees or members been covered by the
accident or health insurance during a period of time for which
the employer or group policyvholder has collected contributions
through payroll, withholding, or otherwise, but has failed to
enroll the employees or members, unless the employer or group
policyholder has given actual notice that enrollment in the
plan will not become effective until a later date or until the
employee's or member's application for enrollment has been
approved.,

Sec. 6. Section 509.3, subsection 4, Code 1985, is amended
by striking the subsection and inserting in lieu thereof the
following:

4. A provision that if the insurance on a perscon or in-
surance on a person and the person's dependents covered by the
policy ceases because of termination of employment or of
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 509B.

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

Sec. 8. This Act is effective July 1, 1987.

EXPLANATION
This bill provides for continuing certain persons under

group accident and health insurance when thelr employment or
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membership in a group ceases, subject to time limitations and
the availability of other coverages. It specifically covers
those persons whose group policies would terminate because of
termination of employment, including temporary or permanent
layoff from employment, or temporary leave of absence, or
because of dissolution of marriage, anhulment, or death.

This bill also changes accident and health insurance con-
version laws.

The bill applies to private insurance carriers, health ser-
vice corporations (Blue Cross/Blue Shield), and health main-
tenance organizations. Present laws do not require health
service corporations or health maintenance organizations to
offer continuation or conversion privileges, although they may
voluntarily choose to do so. This bill covers the services of
all providers authorized under chapters 509, 514, and 514B.

The bill is effective July 1, 1987.

LSB 8362H 71
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HOUSE FILE 2465
H-5452

Amend House File 2465 as follows:

1. Page 14, by inserting after line 19 the
following:

“Sec. _ . Secticn 31A.2, subsection 4, paragraph
d, Code Supplement 1985, is amended to read as
follcows:

d. £Zxpenses 1
health benefit pla
chaprer-38,

Sec. . Section 91A.2, Code Supplement 1985, 1is
amended oy adding the following new subsecticn:

NEW SUBSECTION. 7. "Health benefit plan" means a
plan or agreement provided by an employer for
emplovees for the provision of or payment for care anc
treatment of sickness cr iniury.”

2. Renumber as necessary.

H-5452 FILED MARCH 18, 1986 BY BRAMMER of Linn
é.”fd«lez:vfo 3 //‘-7 %’ F9¢ J
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nd recoverable under a
tned-tn-and-~as-provided-in
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HOUSE FILE 2465

H-3462

Amend House Flle 2465 as follows:

1. Page 1, line 17, by striking the words and
figure "under chapter 509".

2. Page 1, line 19, by striking the words and
figure “under chapter 514".

3. Page 1, lines 20 and 21, by striking the words
and figure "under chapter 514B8".

4. Page 2, line 8, by striking the word
"dependent” and inserting the following: "surviving

\D@"-J\.'U"-'JZ-LA)NJ-‘

i0 or former".

11 S. Page 2, line l4, by striking the word

12 "dependent" and inserting the following: “surviving
13 or former".

14 6. Page S5, lipne 3, by striking the worgd

153 "marraige" and inserting the word "marriage".

H-5462 FILED MARCHEH 18, 1986 BY BRAMMER of Linn
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HOUSE FILE 2 & 6.4~
BY COMMITTEE ON SMALL
BUSINESS AND COMMERCE

(As Amended and Passed by the House March 19, 1986)

Passed House, Date 3,2 zu(p#7s) Passed Senate, Date «. 4 £ (3 r057)
7 v
Vote: Ayes % Nays o Vote: Ayes «s  Nays &
Approved g?ﬂ;p 24 /?ﬁg(#./éor)
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A BILL FOR

An Act relating to the continuation of and conversion of accident
or health insurance benefits and providing an effective date.
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

House Amendments
Language Deleted ¥
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Section 1. NEW SECTION. ©509B,1 DEFINITIONS. .
As used in this chapter, unless the context otherwise re-

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

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

2. “"Commissioner" means the state commissioner of
insurance.

3. "Group policy" means a group accident or health
insurance policy issued by an insurance company under chapter
509, a group accident or health contract issued by a health
service corporation under chapter 514, or a plan for health
care services provided by a health maintenance organization
under chapter 514B, or issued or provided by any similar
corporation or organization.

4. "Individual policy" or "converted policy"” means an in-
dividual accident or health insurance policy issued by an in-

surance company, or an individual accident or health services

contract issued by a health service corporation, or a plan for
health care services provided by a health maintenance
organization, or provided by any similar corporation or
organization.

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

6. "“Insurance", "insures", and "insured" refer to coverage
under a group policy, individual policy, or converted policy
on a premium-paying basis, and do not include coverage
provided solely as an accrued liability or by reason of a
disability extension,

7. "Premium" includes any premium or payment or other
consideration payable for coverage under a group or individual

pelicy.

8. "Medicare" means Title XVIII of the United States
Social Security Act.

Sec. 2. NEW SECTION. ©509B.2 PERSONS INCLUDED IN THIS .
CHAPTER.
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1. As used in this chapter, "termination of employment or
membership” includes but is not limited to termination because
of permanent or temporary layoff or approved leave of absence.
A provision in this chapter which relates to termination of
ingurance under a group policy of an employee or member and
the employee's or member's covered dependents includes

termination of insurance with respect to the surviving or

former spouse or children of an employee or member whose

WO s s N

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.

[

[
(3]

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

}—a
[#8 )

ployee or member includes the surviving or former spouse Or

children if termination occurs because of dissolution or

Ll o
L% L I Y

annulment of a marriage or death of an employee or member.
Sec. 3. NEW SECTION. 509B.3 CONTINUATION OF BENEFITS.
A group policy delivered or issued for delivery in this

[
L)

e
w -

state which insures employees or members for accident or

i
\o

health insurance on an expense-incurred or service basis,

%]
(=]

other than for specific diseases or for accidental injuries

3%
=

only, shall provide that employees or members whose coverage

%
383

under the group policy would otherwise terminate because of

2]
98]

termination of employment or membership may continue their

o
o

accident or health insurance under that group policy, for

4]
wn

themselves and their eligible dependents, subject to all of

3%
]

the group policy's terms and conditions applicable to those

b
-

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

tions:

b
o 4]

1. Continuation shall only be available to an employee or

Wwoond
O W

member if the employee or member was continuously insured un-

Ll
—

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

L7y
9]

pelicy which it replaced, during the entire three months'

Wt
w

period immediately preceding the termination.

{nd
=)

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

W
%2

or could be covered by medicare. Continuation shall not be

-2-
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available for a person who is or is eligible to be covered by
another group insured or uninsured arrangement which provides
accident or health coverage, unless the person was covered by
that other group policy immediately prior to the termination.

3. Continuation may exclude dental care, vision care, or
prescription drug benefits or other benefits provided under
the group policy which benefits are in addition to accident or
health benefits.

4. An employee or member who wishes continuation of
coverage must request continuation in writing to the employer
or group peolicyholder within the ten-day period following the
later of either of the following:

a. The date of the termination.

b. The date the employee is given notice of the right of
continuation as provided in section 509B.5 by either the em-
ployer or the group policyholder.

If proper notice is given, the employee or member is not
eligible to elect continuation more than thirty-one days after
the date of termination.

S. An employee or member electing continuation shall pay '
monthly to the employer or group policyholder, in advance, the
amount ©of contribution required by the employer or group
policyholder, but not more than the group rate otherwise due
for the insurance being continued under the group policy. If
proper notice is given, the election of continuation by the
employee or member together with the first contribution
required to establish contributions on a monthly basis in
advance, shall be given to the employer or group policyholder
within thirty-one days of the date the group insurance would
otherwise terminate.

6. Continuation of insurance under the group policy for
any person shall terminate when the person becomes eligible
for medicare or another group insured or uninsured accident or
health arrangement, or earlier, when any of the following

first occurs:
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a. Nine months after the date the employee's or member's
insurance under the policy would otherwise have terminated
because of termination of employment or membership.

b. At the end of the period for which contributions were
made if the employee or member fails to make timely payment of
a required contribution and if proper notice as provided in
section 509B.5, subsection 2.

c. If the person covered is a former spouse, upon the
former spouse's remarriage.

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 apély:

(1) The employee, member, spouse, or eligible dependent
may become covered under the different group policy, for the
balance of the period that the employee or member would have
remained covered under the prior group policy had a termina-
tion of the group policy as specified in paragraph "d" not
occurred.

(2) The minimum level of benefits to be provided by the
different group policy shall be the applicable level of bene-
fits of the prior group policy, reduced by any benefits pay-
able under the prior group policy.

(3) The prior group policy shall continue to provide bene-
fits to the extent of its accrued liabilities and extensions
cf benefits as if the prior group policy had not been replaced
by the different group policy.

7. A notification of the continuation privilege shall be
included with or in each certificate of coverage and as
otherwise provided in section 509B.5 and shall contain the
time limits for requesting the continued coverage.

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

dependent children of the employee or member, whose coverage

_4_
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under the group policy would otherwise terminate because of
dissolution or annulment of marriage or death of the employee
or member shall have the same contribution and notice
responsibilities and privileges as provided under this chapter
to the employee or member upon termination of employment or
membership.

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

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 an employee or member whose coverage
under the group policy has been terminated is entitled to have
a converted policy issued to the employee or member by the

insurer without evidence of insurability, subject to the

following:
1. A converted policy shall not be available to an em-
ployee or member if termination of insurance under the group

policy occurred because of any of the following:

(a) Termination of employment or termination of membership
and the employee or member was not entitled to continuation of
group coverage, or failed to elect continuatien.

(b) Failure to make timely payment of required premium
after notice as required in section 509B.5, subsection 2.

(c) Any other reascn, if the employee or member was not
continuously insured under the group policy, and for similar
benefits under any group policy which 1t replaced, during the

entire three months' period immediately preceding the termina-

tion.
{d) The group policy terminated or an employer's or group
policyholder's participation terminated, and the insurance is

replaced by similar coverage under another group policy within
thirty-one days of the date of termination.

2. If proper notice is given as required in section

_5_
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509B.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 premium
rates applicable to the age and class of risk of each persocn
to be covered under that policy and to the type and amount of
insurance provided.

4. The converted policy shall cover the employee or member
and dependents who were covered by the group policy on the
date of termination of insurance. At the option of the
insurer, a separate converted policy may be issued to cover
any dependent.

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:

(1) 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.

(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.

_6_
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6. A converted policy may provide that the insurer may at
any time request information of a person covered as to whether
the person is covered for similar benefits described in
subsection 5, paragraph "a", subparagraph (1) or is or 1is
eligible to be covered for similar benefits described in
subsection 5, paragraph "a", subparagraphs (2) and (3). The
converted policy may provide that as of any premium due date
the insurer may refuse to renew the policy ¢r the coverage of
any insured person for any of the following reasons:

a. Either those similar benefits for which the person is
or is eligible to be covered, together with the converted
pelicy's benefits, would result in overinsurance according to
the insurer's standards for overinsurance, or the peclicyvholder
of the converted policy fails to provide the requested
information,

b. Fraud or material misrepresentation in applying for any
benefits under the converted policy.

c. Eligibility of the insured person for coverage under
medicare or under any other state or federal law providing for
benefits similar to those provided by the converted policy.

d. Other reasons approved by the commissioner of
insurance.

7. &n insurer is not required to issue a converted policy
providing benefits in excess of the accident and health
insurance under the group policy from which conversion is
made.

8. The converted policy shall not exclude, as a
preexisting condition, any condition covered by the group
policy. However, the converted policy may provide for a
reduction of its accident and health benefits by the amount of
the benefits payable under the group policy after the
individual's insurance terminates under the group policy. The
converted policy may also provide that during the first policy
year, the benefits payable under the converted policy,
together with the benefits payable under the group policy

-7-
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after ite termination, shall not exceed those that would have
been payable had the i1ndividual's insurance under the group
policy remained in force and effect.

9. Subject to the other provisions of this chapter, if the
group insurance policy from which conversion is made insures
the employee or member for basic hospital and surgical
insurance, the employee or member may exercise the option of
obtaining a converted policy providing coverage on an expense-
incurred basis under any of the following plans:

a. Plan A which covers all of the following:

{1) Hospital room and board daily expense benefits in a
maximum decllar amount appreoximating the average semi-private
rate charged in the Polk county metropolitan area cf this
state for a maximum duration of seventy days.

(2) Miscellaneous haspital expense benefits up to a
maximum amount of ten times the hospital room and board daily

W o~ o s e o

i T R I S R SV
ST N R W N O

expense benefits.

(3) Surgical expense benefits accerding to a surgical
procedures schedule consistent with those customarily offered
by the insurer under group or individual health insurance

E (fi 71
[
~J

R R T
o v W

policies and providing a mazimum benefit of eight hundred

N
[

22 dollars.

23 b. Plan B.

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

o
~J

28 ¢. Plan C.
29 The same as plan A, except that the maximum hospital room
30 and board daily expense benefit is fifty percent of the

corresponding plan A maximum and the surgical schedule maximum

[#%)
L

is four hundred dollars.
The maximum dollar amount for plan A's hospital room and
board daily expense benefits shall be determined by the

W W
W K

i
(VY
o,

commissioner of insurance and may be redetermined by the

(]
wn
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commissioner from time to time as to converted policies issued
subsequent to the redetermination. The redetermination shall
not be made more often than once in three years. The plan A
maximum, and the corresponding maximums in plans B and C,
shall be rounded to the nearest multiple of ten dollars and
that rounding may be to the next higher or lower multiple of
ten dollars, if otherwise exactly midway between.

10. Subject to the other provisions and conditions of this
chapter, 1f the group policy from which conversion is made
insures the employee or member for major medical expense
insurance, the employee or member may obtain a converted
policy providing catastrophic or major medical coverage under
a plan meeting the following requirements:

a. A maximum benefit at least equal to, at the option of
the insurer, either of the following benefits:

(1) A maximum payment per covered person for all covered
medical expenses incurred during that person's lifetime, equal
to the smaller of the maximum benefit provided under the group
policy or two hundred fifty thousand dollars.

(2) A maximum payment for each unrelated injury or
sickness equal to the smaller of the maximum benefit provided
under the group policy, or two hundred fifty thousand dollars.

b. Payment of benefits at the rate of eighty percent of
covered medical expenses which are in excess of the deductible
until twenty percent of the expenses in a benefit period
reaches one thousand dollars, after which benefits will be
paid at the rate of one hundred percent during the remainder
of the benefit period. Payment of benefits for outpatient
treatment of mental illness, if provided in the converted
policy, may be at a lesser rate but not less than fifty

percent.
c. A deductible for each benefit period which, at the
option of the insurer, shall be the sum of the benefits

deductible and one hundred dollars or the corresponding
deductible in the group policy. "Benefits deductible" means

-Q-




the value of any benefits provided on an expense-incurred
basis which are provided with respect to covered medical
expenses by any other group or individual accident or health
insurance policy or medical practice or other prepayment plan,
or any other plan or program whether insured or uninsured, or
by reason of any state or federal law and if, pursuant to
subsection 11, the converted policy provides both basic
hospital and surgical coverage and major medical coverage, the
value of the basic benefits. If the maximum benefit is

[

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

HOO oW @~ U s e N

t—

require that the deductible be satisfied during a period of
not less than three months if the deductible is one hundred

[ and
[

dollars or less and not less than six months if the deductible
exceeds one hundred dollars.

T
LA I - S OV ]

d. The "benefit period" shall be each calendar year when
the maximum benefit is determined by paragraph "a", subpara-

e
~ o

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

(]
x

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

—
O

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

s
<

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

[ S8
=

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

3¢ ]
o]

amount for charges in an intensive care unit. Any surgical

%]
w

procedures schedule shall be consistent with those customarily

28]
(=Y

offered by the insurer under group or individual health

(8]
wm

insurance policies and shall provide at least a one thousand
two hundred dollar maximum benefit.

(3]
Lo

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

[N
Lo

set forth in subsections 9 and 10 may be provided under

(o)
W

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

W
Lo

hensive medical expense benefits without first dollar

#8 ]
[t

coverage. The comprehensive policy shall conform to the

[F8]
%)

requirements of subsection 10. However, an insurer electing

[#¥ ]
(S8 ]

to provide such a policy shall make available a low deductible

[#%]
=

cption, not to exceed one hundred dollars, a high deductible

Ll
un

option between five hundred dollars and one thousand dollars,
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and a third deductible option midway between the high and low
deductible options. Alternatively, this policy may provide
for deductible options equal to the greater of the benefits
deductible and the amounts specified in this subsection.

12. The insurer may, at its option, offer alternative
plans for group health and accident insurance conversion in
addition to those required by this chapter. If an insurer
customarily offers individual policies on a service basis,
that insurer may, in lieu of converted policies on an expense-
incurred basis, make available converted policies on a service
basis which, in the opinion of the commissioner, satisfy the
intent of this chapter,

13. If, under this chapter, coverage would be continued
under the group policy on an employee or member following
termination due to retirement prior to the time the employee
or member is or could be covered by medicare, the employee or
member may elect, in lieu of continuation of group insurance,
and notwithstanding subsection 1, paragraph "a", to have the
same conversion rights as would apply if a continued policy
were terminated at that time.

14, The converted policy may provide for reduction or ter-
mination of coverage of a person upon eligibility for coverage
under medicare or under any other state or federal law
providing for benefits similar to those provided by the
converted policy.

15. Subject to any preceding conditions, conversion
privileges are available to a surviving spouse at the death of
the employee or member, with respect to the spouse and
children whose coverage under the group policy terminates by
reason of the death, or to each surviving child whose coverage
under the group pclicy terminates by reason of death, or when
continuation of dependent's coverage is accepted following the
employee's or member's death, at the end of the continuation.
Subject to any preceding conditions, the conversion privilege

is available to the spouse of the employee or member upon

-]11-




termination of coverage of the spouse, by reason of
dissolution or annulment of marriage or otherwise ceasing to
be a qualified family member under the group policy, while the
employee or member remains insured under the policy, or when
continuation of dependent's coverage is elected following the
dissolution or annulment of marriage, at the end of
continuation. This conversion privilege includes children

whose coverage under the group policy terminates at the same

L e - IR Vo - T Y S

time. Subject to any preceding conditions, the conversion

=
o

privilege is also available to a child solely with respect to

-
[

the child upon termination of coverage by reason of ceasing to

s
%3

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

[
[ ¥8]

conversion privilege is not otherwise provided within this

o)
-9

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

—
o

the benefit levels provided under the group policy, the

-
-~}

converted policy may offer benefits which are substantially

:‘é
(-]
[+2]

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

(o9
Lt

within ten days of termination of employment or membership.
The notice shall be in writing and delivered in person or

mailed to the person's last known address. However,

W w
(VLR =Y
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continuation and conversion rights shall not be denied because .
of failure to provide proper notice. After recelving proper

notice the employee or member may request and shall receive
continuation or conversion coverage in accordance with this

chapter within ten days of the request, notwithstanding 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 insurance.

2. If an employer or group policyholder terminates or sub-
stantially modifies an agreement to provide accident or health
insurance for employees or members or if accident or health
insurance for employees or members is terminated for failure
to pay premiums or for another reason, the employer or group
policyholder shall notify the employees or members, including
persons being continued under the policy's continuation
provisions, of the termination or substantial modification of |
their coverage. The notice shall be in writing and delivered .
in person to the entitled persons or malled to their last
known addresses at least ten days prior to the termination or
substantial modification of the accident or health insurance
coverage. The employer or group policyholder is solely liable
for benefits, including extended benefits, other than extended
benefits for which the insurer is liable in accordance with
the provisions of the group policy, which would have been
payable had the accident or health insurance remained in force
or not been terminated or substantially modified during the
pericd of time following the termination or substantial modi-
fication until the person entitled to notice is given notice

by the employer or group policyholder as required by this

subsection.
3. The employer or group policyholder is also solely
liable for benefits, including extended benefits, which would

have been payable had the accident or health insurance been in
force and the employees or members been covered during the .
period of time the employer or group policyholder failed to

-13-
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implement the plan for accident or health insurance which the
employer or group policyholder had agreed to provide, until
the employer or group policyholder gives notice of its failure
or inability to provide the agreed plan. The notice shall be
in writing and delivered in person to the employees or members
or mailed to their last known addresses.

4, The employer or group policyholder is also scolely
liable for benefits, including extended benefits, which would
have been payable had the accident or health insurance been in
force and the employees or members been covered by the
accident or health insurance during a period of time for which
the employer or group policyholder has collected contributions
through payroll, withholding, or otherwise, but has failed to
enroll the employees or members, unless the employer or group
policyholder has given actual notice that enrollment 1in the
plan will not become effective until a later date or until the

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

approved.
Sec. 6. Section 91A.2, subsection 4, paragraph d, Code
Supplement 1985, 1is amended to read as follows:

d. Expenses incurred and recoverable under a health

benefit plan as-defined~in-and-as-provided-rn-chapter-5iB.

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

adding the following new subsection:
NEW SUBSECTION. 7. "Health benefit plan" means a plan or
agreement provided by an employer for employees for the

provision of or payment for care and treatment of sickness or

injury.

Sec. 8. Sectlon 509.3, subsection 4, Code 1985, is amended

by striking the subsection and inserting in lieu thereof the
following:

4. A provision that if the insurance on a person or in-
surance on a person and the perscen's dependents covered by the
policy ceases because of termination of employment or of
membership in the class, the person and the person's

-14-
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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 509B.

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

Sec. 10. This Act is effective July 1, 1987.
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Section 1. Section 509.3, Code 1985, is amended by adding
the following new subsection 3 and renumbering the subsequent
subsections: o

NEW SUBSECTION. 3. A provision that if the insurance on a
person or insurance on a person and the person's dependents
covered by the policy would cease because of termination of
employment or membership in the class or classes eligible for
coverage under the policy, the person may continue coverage
under the group plan for the person or the person and the
person's dependents for up to twelve months from that date of
the termination of employment or membership. To continue
coverage under this subsection, the person making the election
shall provide written notice of the election and payment of
the first premium within thirty days of receiving written
notification from the group carrier of the person's
eligibility to continue coverage after employment ot
membership in the group is terminated. Unless there is a
written agreement to the contrary, the person is liable for
the full premium under the group if the person elects tc
continue coverage.

The continuation provision shall also be available in
either of the following cases:

a. Upon the death of the employee or member, to the
surviving spouse with respect to such of the spouse and
children as are then covered by the group policy, and to a
child solely.with respect to the child upon the child's
attaining the limiting age of coverage under the group policy
while covered as a dependent under the policy.

b. Upon the divorce or annulment of the marriage of the
employee or member, to the divorced spouse, or former spouse
in the event of annulment, of the employee or member.

The continuation rights under this subsection are in
addition to and not in lieu of any coverage rights a person
may have under this subsection.

Sec. 2. NEW SECTION. 6514.24 CONTINUATION POLICIES RE-
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QUIRED.
The requirements of section 509.3, subsection 3, regarding

continuation rights under group accident and health plans also
apply to group contracts written pursuant to this chapter.
Sec. 3. NEW SECTION. 514B.33 CONTINUATION POLICIES RE-
QUIRED.
The requirements of section 509,3, subsection 3, regarding
continuation rights under group accident and health plans also

apply to group contracts written pursuant to this chapter.
EXPLANATION

This bill provides that a person whose group accident and
health coverage would be terminated because of termination of
the person's employment or membership in a class eligible for
coverage under the policy, may elect to continue the person's
or the person's and the person's dependents' coverage under
the group for up to twelve months. The person must make an
election in writing to continue the coverage. The
continuation rights also may be exercised by a surviving
spouse or a former or divorced spouse. The rights are in
addition to mandatory conversion rights. The rights also
apply to group contracts with a mutual service corporation or
a health maintenance organization.

LSB 7487H 71
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HOUSE FILE 2465
Al ACT
RELATING TO THE CONTINUATION OF AND COHNVERSION OF ACCIDENT OR
HEALTH IKSURANCE BENEFITS AND PROVIDING AN EFFECTIVE DATE.

BE IT ENACTED BY THE GENERAL ASSLMBLY Of THE STATZ OF IOWA:

Section 1. NEW SECTION. S09B.1 DEFINITIONS.
As used in this chapter, unless the context otherwise re-

quires:

l. "hccident or health insurance™ means hospital, surqgi-
cal, or rajor medical insurance, or a comoination of these.

2. "Commissioner” means the state cormissioner of
insurance.

J. "Group policy” means a group acclident or health
insurance policy issuved by an Insurance ccempany under chaptert
509, a group accident or health contract issued by a health
secvice cotporation under chapter 514, or a plan for health
care services provided by a health maintenance organizatios
undet chapter 5148, or issuved ot provided by any sirilar
corporation or organization.

4. "Individual policy" or "converted colicy” means an :n-
dividual accident or health insurance policy issced by an in-
surance company, or an individual accident or heaith secrvices

contract lssued by a pealth service corporation, or a plan for

health care services provided by a health maintenance
organization, or provided by any siniiar corpsration or

organization.
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5. “Insurer” means the entity issuing a group peolicy or an
individual or converted policy,

6. "Insutrance", "insures”, and "insured" refer to coverage
undet a group policy, individeal poiicy, or converted policy
on a premium-paying basis, and do not include coverage
provided solely as an accrued liability or by reason of a
disability extension.

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

8. "Medicare" means Title XVIII of the United States
Social Security Act.

Sec. 2, NEW SECTION. 5098.2 PERSONS INCLUDED IN THIS
CHAPTER.

1. As used in this chapter, "rtermination of employment or
rembership” includes but is not limited to termination because
of permanent or temporary layoff oc approved leave of absence.
A provision in this chapter which relates to termination of
insurance under a group pelicy of an employee or member and
the employee's or membec's covered dependents includes
termination of insurance with respect to the surviving or
former spouse or children of an employee or membet whose
insurance would terminate because of dissolution or annulment
of the marriage of the employee or membe:, or would terminate
because of death of the employee or membes:.,

2. A provision in this chapter which relates to an em-
ployee or merber includes the surviving ot former spouse or
caildren if termiration occurs becasse ¢f dissolution or
annulment of a marciage oc death of an employee or member.

Sec. 3. NFEAd _SFCTION. S09R.3 CONTIRCATION QF BENSFITS.

A group policy delivered or issued for delivery :6 this
state which insures empioyees or metbers for accident or
health insurance on an excpense-incurred cr service basis,
cther than for specific disecases ot cor accidental inraries
only, shall provade Lhaz smpliovees ¢r meranrs wrose coveraqe

under tae group tolicy would other=ite te<mina<e because of
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tecmination of employment ot membership may continue their
accident o7 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 follewing condi-
tions:

1. Cosntinuaticn shall only be available to an employee ot
member if the employee ot merber was continuously insuced un-
der the group pelicy, and for similar benefits under any group
gpolicy wbich it teplaced, during the entiie three months’
pericd immediately preceding the termination.

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

or could be covered by medicare. Centinuation shall not be

available for a person who is or 15 eligible to be covered by
another group insured or uninsuced arrangenent which provides
accident ot health coverage, unless the perscen was covered by
that other group poliecy irmediately prior te the tecminacion.

3. Continuation may exclude dental care, vision care, or
ptescription drug benefits or other benefits provided under
the groap policy which benefits are in addition to accident or
health benefits.

4. An employee or member who wishes coatinuation of
coverage must request continuation in writing to the employer
or group policyholder within the ten-day period following the
iater of either of the following:

a. Tre date of the termination.

b. Tre date Lhe cmployee is given notice 2 the right of
continvazion as ptovided in section S0¥B.5 ov cither the em-
ployer or the qreup policyholder.

[f prepec not:ce is given, the employew ot memker i5 nct
eXiginle 10 elect continuation mora than thicty-one days alter
thke date of tetmanazion.

S. An employee or nemser elect.ng tontinuation shall pay
montaly -5 the emplaver oo group solicryrclde:, o advance, e
amsuny < tonirioubion regu.ted by the srplover ¢ group

policyaz.der, 2uf oI MOCE AN L @I TUD rate DLRerwise G
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fot the insurance beiry continued under the group policy. If
prtope: notice is giver, the election of continuation by the
erployee or member tocether with the ficst contribution
required to establish contributions on & monthly basis in
advance, shall be givea to the employer or gtoup policyholder
within thirty-one days of the date the group insurance would
otherwise terminate.

6. Continvation of 1nsurance under the group policy for
any cerson shall terminate when the person becomes eligible
for medicare or another group insured or uninsured accident or
health arcangement, or eaclier, when any of the following
Eirst cccurs:

a. HNine months af:ier the date the employee's or member's
insurance under the pclicy would otherwise have terminated
because of terminatior of erployment or membership.

b. At the end of tne pericd for which contributions were
made if the employee cr member fails to make timely payment of
a required contcibuticn and 1f proper notice as provided in
section 5098.5, subseciion 2.

c. If the person covered is a former spouse, upon the
former spouse's remarrc.age.

d. The date on which the g-oup pelicy is terminated cor. in
the case of an employes, the date the employer terminates
participaticn under tre group policy. However, if this para-
grapn applies and the coverage which would cease because of
the employer’s terminaticn ls replaced by similar covecage
under a diffarent group policy, ail of rhe following apply:

{1} The employee, -emaer, spouse, or eiigible dependent
ray become covered unc2: the different yeoup palicy, for the
palance of the period <nat f-e erployee cr member would have
remained coveted unde: -he prior croup oclicy had a ternina-
tion of the qroup po..ay as specifred .o paragraph “d" nct
ocecurred.

(¥) The min.mumr is.e. of peneiits o be orovided by the
difzerent sreup molicy small e e apel.cable ieve. o{ obene-
fits of tre praor geo.p pPOLITY, recuced oy any benelits pay-

anie Jnzes Lae DILoC LIlup TILioy.
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(3) The prior group policy shall continue to provide bene-
fits to the extent of its accrwed liadilities and extensions
of benefits as if the prior group policy had not been ceplaced
by the different group policy.

7. A notification of the continuation privilege shall be
included with or in each certificate of coverage and as
otherwise provided in section 5098.5 and shall coatain the
time limits for reguesting the continved coverage.

8. The spouse of an ecmployee or menber, and any covered
dependent children of the employee ot member, whose coverage
under the group policy would otherwise terminate because of
disgolution oc annulment of rarriage or death of the employee
or member shall nave the same contribution and notice
responsibilities and privileges as provided under this chapter
to the employee or member upon tecmination of employment or
nembership.

Sec. 4. NEW SECTION. $09R.4 CONVERSION OF GROUP POLI-
CIFES.

A group policy delivered or issued for delivery in this
state which insures employees or members for accident ot
nealth insurance on an expense-incucrred or service basis,
other than Zor specific diseases or for accidental injuries
oaly, shall provide that an employee ot member whose coverage
under the group policy has been terminated is entitled to have
4 converted policy 1ssved to the emplizyee or member by the
insurer witoout evidence of insurabill:y, subject to the
{ollowing:

1. A converted policy shall not se available te an em-
btloyee or member if terrunation of insurance under the gioup
rolicy cceurred because of any of the ollowing:

(a) Terninaticn of enployment or <ermination of membership

ang the emp.ovee or memper was ank ¢rtitled <2 continuation ot

“inuation.

croap coverage, ot taiied ro e:pct co
ib) Fariure te nake treely zavnest of required premiun

dITer o teT10e 3% Tequirec 10 sestion 5L53,35, subsestion 2.
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{c) Any other reason, if the employee or member was not
continuovsly insured under the group policy, and for similat
benefits under any group policy which it replaced, during the
entire three months' period immediately preceding the ternmina-
tion.

(d) The group policy terminated or an ermployer‘s or group
pelicyholder's participation terminated, and the insurance is
replaced by similar coverage under ancther group policy within
thirty-one days of the date of termination.

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 insuretr not latec
than thicty-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 insutec‘s table of premium
rates aoplicable to the age and class of risk of each person
to be covered under that policy and to the type and amount of
insurance provided.

4. The converted policy shall cover the employee or merber
and derendents who were covered by the group policy on the
date of cermination of insurance. At the option of the
insurer, a separate converted policy may be issued to cover
any dependent.

5. The insurer is not required te issue a converted policy
covering any person if the person is or is eligible te be
covered by medicare. The ingurer is not required to issue a
converted poelicy covering any person if both patagraphs "a”
and "b" apply:

a. 1f any ot the following apply:

(1) The person :s covered for similar benefits by ancther
iadividuar policy.

(2) The person 16 3r 15 eil:g:ble <o be covered for simiiar

F

seneliss under anv atrangenent 9f coverage for ind.v.fuals 1n

an emplcver ¢roup, wnerker ansured or uniasared,

S9vC '4'H
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(3] Tne gerscn is or is eligible to be covered {cr similar
benefits under any othec state or federal law.

n. Tre benefits provided undec soutces cf the xind
referred to in paraqraph "a", subpacvagraph (1), for the
petson, or the bemcfits provided ot available under sources of
the kiné referred to in paragraph "a", subparagraphs (2} and

(3, for the pérson. together with the converted policy's

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

6. A converted policy may provide that the insurer may at
any time request information of a person covered as to whether
the person is covered for similar benefits described in
subsection 5. paragraph "a", subparagraph ({l) or 1s o: is
eligible to be covered for similar benefits described in
subsectien %, paragraph "a", subparagraphs (2) and {(3). The
converted policy may provide that as of any premium due date
the insurer may refuse to renew the policy or the covecage of
any insured person for any of the following reasons:

a. Either those similar benefits for which the gerson is
ot is eligible to be covered, together with the converted
policy's benefits, would result 1n overinsurance according to
trhe insuter's standards for overinsurance, or the policyholder
of the converted pelicy falls to provide the requested
infermaticn.

h. TFraud or raterial misrepresentation in apviying for any
benefits under the converted pelicy.

¢. tl.gibiliiy of the insured person for coverage urdec
medicare ot under any other state or federal law providing [or
benef12s similar to those provided by the cenverted policy.

d. Oraner reasons approved Ly the zormigssioner of
1nsurance .

T. AR 1msurer i3 not requiced Lo o1ssue 3 converted pouicy
pravidoag wenelits in excess of the acsident and ~2alth
irsurance crnder the group wolacy fram which converlion is

masde .
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8. The converted poiicy shall not exclude, as a
preexisting condition, any cendition covered by the group
policy. However, the converted policy may provide for a
reduction of its accident and heaith benefits by the amount of
the benefits payable uader the group policy after the
individual's insurance terminates under the group policy. The
converted policy rmay also provide that during the first policy
yeazr, the benefits payable under tne converted pclicy,
together with the benefits payable under the group policy
after its termination, shall not exceed those that would bave
been payable had the individual's insutance under the group
policy remained in force and effect.

9. Subjoct to the other provisions of this chapter, if the
group insurance policy €rom which conversion is made insuces
the enployee or member €or basic hospital and surgical
insurance, the employee or member may exercise the option of
obtaining a converted pelicy providing coverage on an expense-
incurred basis under any of the following plans:

a. Plan A which covers all of the following:

(1) Hospital room and board daily expense benefits in a
maximum dollar amount approximating the average semi-private
tate charged in the Folk county metcopoelitan area of this
state for a maximum duration of seventy days.

[2) Miscellancous nospital expense benefits up to a
maximum arcunt of ten :imes :he hospital room and beard daily
expense benefits.

(3] Sutgical extesse oerefits according to a surgical
procedures schedule coasistent with those custorarily cffeced
by the insurer under o:oup or aindividuai health insucance
policies and providing a max.mum penefit of eight hundred
dcliars.

b. Plan 3.

The same as plan A, excep: that the maxinun hospital room
and svatd daily expen:e benefits .s sevency-five percent of
the cortesponding plac 4 max mum snd the surgical scaeduie
maxomum 18 s5ix ausdred scllans,

<. flas L
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The sare as plan A, except that the maximum hospital reoon
and bcard daily expense benefit is fifrvy percent of kthe
corresponding plan A maximum and the surgical schedule maxirum
is fout hundred dollars.

The mazimum dollar amount for plan A's hospital room and
board daily expense benefits shall be determined by the
commissioner ol insurance and may be cedetermined by the
commissioner from time to time as to converted policies issuved
subsequent to the redeterrination, The redetermination snall
not be made more often than once in three years. The plan A
maximum, and the corresponding maximums in plans B and C,
snhall be rounded to the nearest rultiole of ten dollars and
tha{.rounding may ke to the next higher or lower multiple of
ven dollars, if wtherwise exactly midway between.

10. Subject to the other provisions and conditions of this
chapter, if the group policy from which conversion is made
insures the employee or menber for major medical expense
insurance, the amployee ot menber may obtain a converted
zolicy providing catastrophic or major medical coverage under
a plan meeting the following requiterents:

a. A maximun berefit at least egual to, ak the option of
the insucter, either of the fellowing benpefits:

(1} A maximum payment per coveted person for all covered
medical expenses incurred during that person's lifetime, equal
“0r the sraller of the maximum bene€it provided under the group
policy or two hundred fifty thousand dollars.

¢2) & maximum payrent €or each uncrelated injury or
sickness equal to ihe scaller of the maximum benefit provided
under the group policy, ocr two hundeed fifty thousand dollars.

v. Pavment of benefits at the rate of eighty peccent of
covered medical expenses which are 1n excess of the deductible
unt1l tweriy percest of the expenses ‘n g benefit period
teaches ore thousand dollars, after which benefiis will be
madd 2t tre rate of cre mundred percent during the remainder
of tre berafit per:od.  Pavment ol osenefits for ouipat.oent

vreatment of rmenta. 1iiness, .t provided an Lhe converted
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pelicy, may be at a lesser rate but not less than fifty
petcent.

¢. A deductible for each benefit period which, at the
option of the insurer, shall be the sum of the benefits
deductible and one hundred dollars ot the corresponding
deductible in the group policy. "8enefits deductible” means
the value of any benefits provided on an expense-incurred
basis which are provided with respect to covered medical
expenses by any other group or individual accident oc health
insurance policy or medical practice or other prepayment plan,
or any other plan or program whetper insured or uninsured, or
by reason of any state or federal law and if, pursuant to
subsecticn 11, the converted policy provides both basic
hospital and surgical coverage and major medical coverage, t(he
value of the basic benefits. If the maximur benefit is

detecmined by patagraph "a“, subparagraph (2), the insurer nay
require that the deductible be satisfied céuring a period of
not less than three months if the deductible is one hundred
dollars or less and not less than six months if the deductible
exceeds ane hundced dollars.

d. The "benefit period” shall be each calendar yeat when
the maximum benefit is determined by paragraph "a", subpara-
graph (1] or twenty-four months when the maximum benefic i3
determined by paragragh “a", subparagraph (2).

e. "Covered medical expenses” includes at deast, in the
case of hospital room and board charges, the dollac amount in
nlan A of subsection 9, paragraph "a" and at least twice that
amount €or charges in an intersive care unit. Any surgical
proceducres schedule shall be consistent with those customarily
offered by the i1nasucer nader group ot individual health
ingurarce volicies and shall provide at least a one thousand
twe hyndeed dollar maximum benefit.

11. At the opticn of the i1nsurer, the plans of benefits

set forth in subseclions 5 and 10 nay be previded uncer

S9%¢ '4'H

sepatate policies, or may be provided by a telicy of compre-

Sens.ve mecdical expense benef . vty witheut izt doilar
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coverage. The comprehensive policy shall conform to the
crequirerents of subsection 10. However, an insurer electing
to provide such a policy shall make available a low deductible
option, act to exceed one hundred dollars, a high deductible
option between five nundred dollars and one thousand dollars,
and a third deductible option nidway between the high and low
deductible options. altecnatively, this policy may provide
for deductible options equal to the greater of the benefits
deductible and the amounts specified in this subsection.

12. The insurer may, at its option, offer alternative
plans for group health and accident insurance conversion in
addition to those required by this chapter. If an insurer
cusfomarily offers individual policies on a service basis,
thnat insurer may, in liew of converted policies on an expensc-
incurred basis, make available converted policies on a service
basis which, in the opinion of the commissioner, satisfy the
intent of this cnaptet.

13. If. under this chapter, coverage would he continued
under the group policy on an employee or member following
termination due to retirement prior te the time the employee
or membetr is or could be covered by redicare, the employee orc
member may elect, in lieu of continuation of group insurance,
ard notwithstanding subsection 1, paragraph “a", to have the
same cosvecrsion rights as would apply 1f a continved peolicy
were terminated at that time.

14. The converted policy may provide foc reduction ot tec-
minaticn of coverage of a person upon eligibility for coverage
under medicare or under any other state or federal law
pteviding for bepefits similac to those provided by the
cenverted policy.

15, Subject to any preceding condiktiong, conversion
provileges are availabie to a sueviving sgouse at the death ot
tae employee ¢r merber, with respect to i0e spouse and
cnoldren shose coverage under kthe cIoup policy terminates oy
reasen cf she desatn, or te each sury.wing valid whose goverage

TPhE groac noLicy termisates ov ceason ol death, or when
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continuation of dependent's coverage is accepted following the
employee's ot member's death, at the end of the continuation.
Subject to any preceding conditions, the conversion privilege
is available to the spouse of the employee or member upon
termination of coverage of the spouse, by reason of
dissolution or annulment of marriage or otherwise ceasing to
be a gualified family member undet the group pelicy, while the
employece or member remains insured under the pelicy. or when
continuvation of dependent's coverage is elected following the
dissclution or annulment of marriage, at the end of
continuation. This conversion privilege includes children
whose coverage under the group policy terminates at the same
time, Subject to any preceding conditions, the conversion
privilege is also available to a child solely with respect to
the child upon termination of coverage by reason of ceasing to
pe a qualified family member under the group pelicy, if a
conversion privilege is not otherwise provided within this
section.

16. If the beneéit levels in subsections 9 and 10 exceed
the benefit levels provided under the group pelicy, the
converted policy may offer benefits which are substantially
similar to those provided wunder the group pelicy in lieu of
those required in gubsecticns 9 and 10.

17. The insurer may clect to provide group insurarce
coverage in lieu of the issuance of a converted individual
policy.

18, A rotification of the conversion privilege shall be
included with or in each certificate of coverage.

19, A converted policy which is delivered outside this
stace may be on a form which could be delivecred in such other
jurisdiction as a converted policy haé¢ the group policy been
1ssued un that jarisdiction.

Src. 5. NWEW STCTION. 5098.S ROTICE OF TERMINATION OF
MEMBERSHIP OR MOCIFICATION OF COVERAGE.

L. Emplevers or gooup golicyhelders shall not:ify all em-

pioyezs o ~embars f o therc COonLInuACLOn and conversicn raignts
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vitnin ten days of termination of empleoyment or me=bership,
The notice shall Ve in weiting and delivered in person or
mailed to the person’s last known address. However,
continvation and conversion rights shall not be denied because
of failure to provide proper notice., After receiving proper
netice the employee or member may reguest and shall receive
continuvation or conversion coverage in accordance with tois
chapter within ten days of the request, notwithstarding any
other time limitation provided by this chapter. Notification
as provided in this section supetsedes section 515.80 as that
section relates to accident and health insurance.

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

staﬁtial)y modifies an agreement to provide accident or health

insurance for employees or members or if accident or health
insurance for employees or members is terminated for failure
o pay premiums or for another teason, the employer or group
policyholder shall notify the employeea or members, including
persons being continued under the policy's continuation
prtovisions, of the termination or substantial modification of
their coverage. The notice shall be in writing and delivered
in person o he entitled persons or mailed to theic last
known addresses at least ten days prior to the termination or
substantial moadification of the accident or health insurance
coverage. The employer or group policyholder is solely liable
{or benefits, including extended benefits, other than extended
tenefits for which the insurer is liable in accotdance w:th
the provisions of the group policy, which would Lave Leen
payable had the accident or health insuraonce cenained in force
or Dot been terminated oc substantially wodified during the
reriod of time following the termination or substantial modi-
Tieeticn uniil the perscn entitled to notice 15 gaven notice
oy the amplover ot groun poiicyholder as reqaiced by toals
2absecI.oon,

3. The enploayer oo group pelicvholcer 15 also solely
lraple Ior dseaefits, inc:iuding extended berefits, <hich would

teve oo payasie had the accident or tealin 10surancs asen Lo
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force and the employees or members veen covered during the
period of time the employer or group pelicyholder failed to
implement the plan for accident or health insurance which the
employer ot geoup pelicyholder had agreed to provide, until
the employer or group pelicyholder gives notice of its failure
ot inability to provide the agreed plan., The notice shall be
in writing and deliveced in person to the employees or members
or mailed to their lasc known addresses.

4. The employer or group pelicyholder is also solely
liable for benefits, including extended benefits, which would
have been payable had the accident or health insurance been in
force and the employees or members been covered by the
accident or health insurance during a period of time for which
the employer or group pelicyholder has collected contributions
through payroll, withnolding, or otherwise, but has failed to
encell the employees or members, unless the erployet ot group
policyholder has given actual notice that enrollment in the
plan will not become effective until a later date or until the
erployee's or member’'s application for enrollment has been
approved.

Sec. 6. Secrtion 91A.2, subsection 4, paragraph d, Code
Supplement 198%, is amended to read as follows:

d. Eapenses incurred and recoverable under a health
benefit plan as-definecé-in-and-as-provided-tn-chaptec-9iB.

Sec. 7. Section 91A.2, Code Supplenent 1985, is amended by
adding tne following new subsection:

7. "Health benefit nlan” means a plan or
acreement provided by an erployer for employees for the
provision of or payment fcor care and treatment of sickness orc
injucy.

Sec. 8. Section 533.3, subsection 4, Code 1985, is amended
by striking the suebseci:on and inserting in lieu thereof the
(ollowing:

i. A provisicn thrt uf the tpsucance on oa pecrson or -
SUTARTE n a peraon arc the personn’s dependents covered by the

pelicy crases because (I ferranatnian of empioyment or of

S9vZ 4'H
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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 509B.

Sec. 9. Chapter S1B, Code 1985, 1s repealed.

Sec., 10. This Act is effective July 1, 1987.
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