
~ 

11 [,~ 1 2 1985 

?asseG llotise, Date 3-15"·-z:;-·.s<ri' . .:::~s-) Passed Senate, Date _______ _ 

\.'ore: Ayes __ (:.:·.=.:>.~- N a y s _..:~::.7 .:;.2.::.___ Vote: Ayes ____ _ ~ays ____ _ 

Approved __________________ _ 

'JI~---~ /- i ' ,;j!J(;,.r:-£2} 
" _.i__. ~0..-(;j·l/3'i) 

1 

2 

3 

4 

5 

e 6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 l 

22 

e 23 

24 

25 

A BILL FOR 
An Act relating to the premium tax on insurance compan1es and 

associatio~s and mutual service corporations operating 

under chapter 514 domiciled or doing business in the state. 

B:: I'r ENACTED BY THE GE~ERAL ASSEMBLY OF TilE STATE OF IO\.YA: 

CPa iG200 203 



l Section l. Section 432.1, Code 1985, is amertded by addi~q 

2 the followir.g new subsections: 

3 ~£W SUBSECTION. 5. Notwithstanding subsections l and 2 

4 and in lieu of the premium tax provided in those sections, one 

5 percent of the g!oss amount of premiums received during the 

6 preceding calendar year, after deducting the amounts returned 

7 to policyholders upon canceled policies, certificates and 

8 rejected applications, by any of the following co~panies or 

9 associations on contracts of accident and health insurance for 

10 business done in this state: 

11 a. A company or association domiciled in Iowa. 

12 b. A foreign company or association doing business in the 

13 state with operations in the state with fifty or more 

14 employees, exclusive of licensed agents. 

15 NEW SUBSECTION. 6. A company or association domiciled or 

16 doing business in this state shall receive a one thousand 

17 dollar credit on any tax due under this section or sectiorl 

18 432.2 for each additional employee, exclusive of licensed 

19 agents, that is added to the company's or association's 

20 payroll in the state for the year in which the employee 1s 

21 added if the company or association employs fifty or more 

22 people, exclusive of licensed agents, but including the 

23 additional employee, in this state. 

24 S<ec. 2. NEW SECTION. 432.2 MU'l'UAL SERVICE: CORPORATIONS. 

25 A hospital service corporation, medical service corpora· 

26 tion, pharmaceutical service corporation, optometric service 

27 corporation and any other service corporation operating under 

28 chapter 514 shall pay to the director of revenue an amou1'l 

19 equal to one percent of the gross amount of payments received 

30 during the preceding calendar year for subscriber contracts 

3; after deducting Lhe amounts returned to subscribers upon 

32 canceled subscriber contracts and rejected applicatiOIIS. 

33 Section 432.1, subsections 3, 4, and 6 apply to the tax 

34 imposed hy this section. 

35 EXPLANATION 
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S.F. 

l ;:-:-. .:.::-: ~i ~ l l.ev:.es a c:-:e pe:-..:.:o: .. ~:": pre::::~ .. -- :..:...:x rd:::v.:?r than two 

2 perce:;: o;--: dc.-::.:.ce;·,t a·--~ r'.ea.·~--:1 .:.;1s'""ra:-1ce pre~ . .:.-rr.s it the 

3 compa:1y :s dc~ici:ed i~ :awa, e~p:cys a~ leas~ ~~fty peop~.e 

4 exclusive of licensed agents in the state. A si~ilar o~e 

5 percent tax .:.s levied c~ co:~t:act payffient received by a mutual 

6 service corporation operattng ur.der chapter 514. The bill 

7 also provides for a one thou5and dollar pce~ium tax credit for 

8 each additional employee added to the payroll in the state, 

9 exclusive of licensed agents, for the year in which the 

10 employee is added if the company or association employs at 

11 least fifty people in the state. 
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P,\GE ELEVE~, !·\ARCH 13, 1985 HOUSE CLIP SHEET 

HOUSE FILE 570 
FISCAL NOTE 

REQUESTED BY REPRESENTATIVE BRAI11'1ER 

In compliance w1th a wntten request received March 12. 1985. a fiscal note for HOUS. 
FILE 570 i5 hereby submitted pursuant to Joint Rule 17 Data used in develop1ng this 
fiscal note are available from the Legislative Fiscal Bureau to members of the Leg1slature 
upon request. 

HOUSE FILE 570 reduces the insurance premium tax from two percent to one percent on 
accident and health prern1ums for certain companies. These companies must e1ther be Iowa 
dom1CIIed or employ at least 50 people exclusive of licensed agencts in the state. This 
one percent premium tax is additionally imposed on contract payments received by a mutual 
service corporat1on operat1ng under Chapter 514 (which includes Blue Cross/Blue Shield). 

The bill further provides for a S 1,000 premium tax credit for each additional employee 
added to the payroll m the state. exclusive of licensed agents, 1f the company employs at 
least 50 people in the state. The credit IS applicable for the year in which the employee 
1s added. 

The bill takes effect July 1 followmg enactment. 

FISCAL EFFECT: While House File 570 results in a decrease in msurance prem1um taxes due 
to reduc1ng :he rate by 50 percent for accident and health premiums. the rncrease resulting 
'·om breading the base to include mutual service corporations (Blue Cross/Blue Shir''" 

!sets the decline. These two areas of the bill will result 10 an approximate 
. nlilion increase in 1nsurance premium tax collections annually. 

An exact est1mare of the impact concerning the section of House File 570 which provides a 
new JObs cred1t for insurance compan1es employing at least 50 persons cannot be provide<l. 
While a decline in premium taxes would result if new jobs were created. subsequent 
1ncreased economic activity due to these new jobs would result in increases to state tax 
collections 1n the following areas: 

8us1ness share 

Individual share 

State Revenues 
Insurance Premium Tax 

Personal Income Tax 
Sales Tax 
Exc1se Taxes 

Local Revenues 
Property Tax 

Property Tax 

Also. over time. increas1ng the employment base contributes to an increase 1n other JObs 
penpheral to the original increase. The costs due to the tax credit would be incurred by 
the state pnor to any collections resulting from economic growth. 

Source: Insurance Department 
FILED ~RCH 12, 1985 

(LSB 2764H. CMG) 
BY DENNIS PROUTY, FISCAL DIRECTOR 
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HOCSI: FI:OE 570 
H-3360 

1 Amend House File 570 as follows: 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
l4 
15 
16 
17 
18 
19 
20 
21 

1. Page 1, by inserting after line 34, the following: 
"Sec. Section 514.15, Code 1985, is amended to 

read as follows: 
"514.15 Nonexempt from taxation--rate of tax on 

contracts. 
Every corporation organized under the provis~ons of 

this chapter is hereby declared to be a charitable 
and benevolent institution but its property and funds, 
including subscribers' contracts,shall not be exempt 
from taxation. ~he-tox-on-s~bse~ibe~-eont~eets-shail 
be-at-the-~ate-ef-f±fteen-eents-ro~-eeeh-s~bse~ibe~ 
eent~aet-iss~ea-in-the-~~eeeaing-eaiendo~-yea~-and 
ahail-be-~a±a-te-the-eemmisaiene~-e£-ins~~onee-at-the 
time-e£-riling-ef-eaeh-eo~~e~atien~s-ann~ei-statement7 
For purposes of this section, the term "subscriber 
contract" shc.ll mec.n only those benefit contracts 
issued or delivered in Iowa by corporations suject to 
this chapter, including certificates issued under 
such contracts, and which provide coverage to residents 
of Iowa on a risk basis.• 

H-3360 FILED MARCH 15, 1985 
ADOPTED (!) ~--"~<:" J 

BY HALVORSON of Clayton 

• 
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HOUSE FILE 570 
11-3339 

1 Amend House File 570 as follows: 
2 1. Page 1, line 11, by inserting after the word 
3 "Iowa" the following: "with fifty or more employees, 

· ·•4 exclusive of licensed agents". 

H-3339 FILED MARCH 13, ~985 BY BRAMMER of Linn tJ.,¥-.? ~ "'-...-.-.dJ t:73;s-cr "'J'"fa SJ'!J 

HOUSE FILE 570 
H-3355 

l Amend House File 570 as follows: 
2 l. Page 1, by inserting after line 14 the 
3 following: 
4 "NEW SUBSECTION. 6. Notwithstanding subsections l 
5 and 2 and in lieu of the premium tax provided in those 
6 sections, after the first five years of existence of a 
7 health maintenance organization established under 
8 chapter 5148, one percent of the gross amount of 
9 premiums received as provided in section 514B.31." 

10 2. Page 1, line 15, by striking the figure "5" 
11 and inserting the figure "7". 
12 3. Page 1, line 33, by striking the word and 
13 figure "and 6" and inserting the following: "6, and 
14 7". 
15 4. Renumber as necessary. 

H-)355 FILED MARCH 14, 1985 
t{d;.p-?.~5/-~(;f s~~ .. ·.; 

~ .j 

BY BRA~ll'lER of Linn 
FEY of Scott 
ARNOULD of Scott 
HALVORSON of Clayton 

HOUSE FILE 570 
11-3357 

•• 
1 Amend House File 570 as follows: 
2 1. Page l, by inserting after line 23 the 
3 following: 
4 "Sec. __ A company currently operating and 
5 organized pursuant to chapter 514 may convert to an 
6 insurance company operating under the laws of this 
7 state. Such conversion shall be completed by July 1, 
8 1986. 
9 

10 
11 

Sec. Chapter 514, 
effective July l, 1986." 

2. Page 1, by striking 

H- 3 3 5 ~ /F .ILED. Mf-RCH 14 I 19 8 5 
rf/-C' "F"/f :?.d- / 

Code 1985, is repealed 

lines 2~ through 34. 

BY ZIMMERMAN of Dallas 

H-3359 

1 

HOUSE FILE 570 

2 
3 
4 
5 

Amend amendment H-3339 to House File 570 as follows: 
!· Page 1, by ad~ing after line 4 the following: 

" __ . ~age 1, l1ne 30, by inserting after the word 
contracts the following: ."covering residents in this 

state •. 

H-3359 FILED MARCH 15, 1985 
ADOPTED (!f 'f.i.i} 

BY BRAMMER of Linn 

' ·- --
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Hou~e File 570 

WAYS & ~1F:;..;.;s: Husak, Chair: Rodger:\ a11 d Ho1t 

a..~ -z"f¢¢9 )~ .c;; L? ....... -~~..z,. r0 /iJ1) 

- HOUSE FILE ,57 0 

BY CO~~ITTEE ON WAYS AND MEANS 

(As !\mended and Passed by the Honse '"arch 2 8, 19 8 5) 

:f?, Passed Rouse, Date ,1,6 f3..j!....:, Passed Senate, Date 11.-.?,2-Ks-(~ ;n~) 
• Vote: Ayes. ________ _ Nays. ______ _ Vote : Ayes, ___ _.-23~--
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Approved 

An Act relating to the premium tax on insurance companies and 

associations and mutual service corporations operating 

under chapter 514 domiciled or doing business in the state. 

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

!-/- -

House Amendments -------

CJ.._~ c~ r!.~ a,. ·­
gs(1.?-,P73/ .j~ S-</--5.>( ~ 1<;7-r) 

3o- I 

CPB-16200 2n3 



S.F. H.F. .£7o 

l Section 1. Section 432.1, Code 1985, is a~ended by adding 

2 the following new subsections: 

3 NEW SUBSECTION. 5. Notwithstanding subsections l and 2 

4 and in lieu of the premium cax provided in those sections, one 

5 percent of the gross amount of premiums received during the 

6 preceding calendar year, after deducting the amounts returned 

7 to policyholders upon canceled policies, certificates and 

8 rejected applications, by any of the following companies or 

9 associations on contracts of accident and health insurance for 

10 business done in this state: 

11 a. A company or association domiciled in Iowa with fifty 

12 or more employees, exclusive of licensed agents. 

13 b. A foreign company or association doing business in the 

14 state with operations in the state with fifty or more 

15 employees, exclusive of licensed agents. 

16 NEW SUBSECTION. 6. Notwithstanding subsections 1 and 2 

17 and in lieu of the premium tax provided in those sections, 

18 after the first five years of existence of a health 

19 maintenance organization established under chapter 5148, one 

20 percent of the gross amount of premiums received as provided 

21 in section 5148.31. 

22 NEW SUBSECTION. 7. A company or association domiciled or 

23 doing business in this state shall receive a one thousand 

24 dollar credit on any tax due under this section or section 

25 432.2 for each additional employee, exclusive of licensed 

26 agents, that is added to the company's or association's 

27 payroll in the state for the year in which the employee lS 

28 added if the company or association employs fifty or more 

29 people, exclusive of licensed agents, but including the 

30 additional employee, in this state. 

31 Sec. 2. NEW SECTION. 432.2 MUTUAL SERVICE CORPORATIONS. 

32 A hospital service corporation, medical service corpora-

33 tion, pharmaceutical service corporation, optometric service 

34 corporation and any other service corporation operating under 

35 chapter 5l4 shall pay to the director of revenue an amount 

-1-
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S.F. H.F . 

1 equal to one percent of the gross amount of payments received 

2 during the preceding calendar year for subscriber contracts 

3 covering residents in this state after deducting the amounts 

4 returned to subscribers upon canceled subscr:ber contracts and 

5 rejected applications. Section 432.1, subsections 3, 4, ~ 

6 and 7 apply to the tax imposed by this section. 

7 Sec. 3. Section 514.15, Code 1985, is amended to read as 

8 follows: 

9 514.15 Nonexempt from taxation--rate of tax on contracts. 

10 Every corporation organ1zed under the provis1ons of this 

11 chapter is hereby declared to be a charitable and benevolent 

12 institution but its property and funds, including subscribers' 

13 contracts, shall not be exempt from taxation. Pke tax on 

14 ~ab~e~~be~-eontraet~-~ha±±-be-at-the-~ate-of-f~fteen-eents-fo~ 

• eaeh-stlbser±ber eont~aet-i~s~ed-in tke p~eeeding-ea±enda~ year 

and-sha±±-be-paid-to-the-eo~i~~ione~-of-in~ttranee-at-tke-ti~e 

17 of-fi±±ng-of-eaeh-eorpo~ationl~-anntlai-statement. For 

18 purposes of this section, the term ''subscriber contract'' shall 

19 mean only those benefit contracts issued or delivered in Iowa 

20 by corporations subject to this chapter, including 

21 certificates issued under such contracts, and which provide 

22 coverage to residents of Iowa on a risk basis. 

23 

24 
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34 

35 
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Pi'\GE T:\Et1TY-o::::., .l..?DIL 30, 1985 HOUSE CL!P SP.EE':':' 

EOCSE FILI:: 570 
AS P.Z•.S52D BY ~EE ~:Ot.:S2 
F I SC::.L ~:0:'2 

?_Er!t"ESTED .3 Y ?.2? ?.:=: SE~:T.;;.':' I'Jf 5TR0' ::t:R 

In compliance ·:.'ith a :.fltten request rece1ved April 29. 1S85. a fiscal n·~:-? '.:cHOUSE 
FILE 570 AS PASSED BY HOUSE IS rd:;reby submrtte::J pur5u3nt to J:;,nt Rule 1 ;' ,·, : ":J ,, 

develop,ng this fiscal note are aJailable from the Leg1s:ati1;e F1sca! 3L•-=au ~o t.-:rs Jf 
the Legislature upon request. 

HOUSE FILE 570 reduces the insurance premium tax from t.'iO percent to ::;re ;.-::r ~-:1t on 
a c c 1 dent and he a It h pre m 1 u m s for c ·~ m pan i e s : .'i at e ~pIc y 'i ft v p.:: 'J pIe ( e > c! u s' • e d ; 1 -_ '" ·, c; e a 
agents) in the state. This one percent p•emi·.Jm tax s aj·~i:icnc:i 1 :~.posed :Jn . :,:ra:;t 

payments rece1ved by a mutual se~.·ice cor;:Jrct,on c::e:e:t ...,g ;:-:er Chaper ~ ~.; :.r<~ch 
includes Blue Cross/Blue Shield. 

The bill further provides for a S 1.000 premium tax credit for each addit1cne:l ; ;: •~ 1ee 
added to the pa·(roll 1n the state. e1.clus1ve of licensed agents. If :he ccnipany ;::r-·;p: , s at 
least 50 people 1n the state. The credit is applicable for the year in ·:.hich ·ne -:1 ;;· .:,.::e 
is added. 

FISCAL EFFECT: 'vVhile House File 570 will reduce the insurance premium taxes co'le:-~te ~:Je 
to reducing the rate by 50 percent for accident and health premiums, the increase result:ng 
from broading the base to include mutual service ccrpore:tions (Blue CrosstBiue Si',;c:idj 
offsets the decline. There ·.vill be approximately S400.000 increased in reverues ro the 
general fund. 

An exact estimate of the impact concerning the section of House File 570 which prov1des a 
new jobs credit for insurance companies employing at least 50 persons cannot be proJ1ded 
While a decline in premium taxes '.'IOU ld result if n ev; jobs '>~ere ere at ed. subsequent 
increased economic activity due to these nev; jobs 'NOuld result in increases to state tax 
collections in the following areas: 

Business share 

Individual share 

State Revenues 
Insurance Premium Tax 

Personal Income Tax 
Sales Tax 
Excise Taxes 

Local Revenues 
Prcperty Tax 

Property Tax 

Also. over time. increasing the employment base contributes to an increase 1n other JObs 
peripheral to the original increase. The costs due to the tax credit \':auld be inCL;rred by 
the state prior to any collections resulting from economic gro .vth. 

Source: Insurance Department 

FILED AP~IL 29, 1985 
(LSB 2764H 3. 0.1G) 

BY DFN~IS PROC7Y, FISCAL DI?EC~O? 



APRIL 26, l98S 

S-4009 HOUSE FILE 570 

2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 

Amend House File 570 as amended, passed, and 
reprinted by the House as follows: 

l. Page l, by striking lines l through 30. 
2. Page l, line 32, by striking the word "A" and· 

inserting the following: ''Notwithstanding section 
432.1, a". 

3. Page l, line 35, by inserting after the word 
"pay" the following: ~~as taxes". 

4. Page 2, line l, by st:iking the word "one" and 
inserting the following: ''two''. 

5. Page 2, by striking lines 5 and 6 and 
inserting the followiiJg: ''rejected applications. 

13 Section 432.1, subsections 3 and 4, apply to the tax 
14 imposed by this section." 
15 6. ?age 2, by inserting after line 6 the 
16 
17 

.. 18 
19 
20 
21 
22 
23 

•

24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

-~ 

following: 
"Sec. lOl. NEW SECTION. 432.5 EXEMPTION. 
The tax imposed by thls chapter shall not be 

payable with respect to premiums or other payments 
received by domestic or foreign insurance companies, 
hospital services corporations, medical service 
corporations, pharmaceutical service corporations, 
optometric service corporations, and any other service 
corporations operating under chapter 514 or health 
maintenance organizations with respect to accident and 
health insurance or hospital or medical services or 
health care services provided or furnished to 
residents of this state who have attained the age of 
sixty-five years." 

7. Page 2, by inserting after line 22 the 
following: 

"Sec. 102. NEW SECTION. 514.23 MUTUALIZATION 
PLAN. 

A corporation organized and governed by this 
chapter may become a mutual insurer under a plan which 
is approved by the commissioner of insurance as being 
in compliance with this section. The commissioner 
shall approve a plan for mutualization if all of the 
following conditions are met: 

1. The plan provides for the protection of all 
existing contractual rights of the service plan 
subscribers to health care services or claims for 
reimbursement, and provides for the mutualizing 
insurer to assume, without reincorporation, all assets 
and liabilities of the preceding health care service 
corporation. 

2. The plan is subject to approval by the 
corporation in accordance with the procedures 
specified in its a~ticles of incorporation and bylaws 
for ~he amendment of the articles. 



Sl:.~.:~ ... L l<t 
APRIL 26, 1985 

S-4009 page 2 

l 3. The mutualization will leave the insurer with 
2 surplus funds reasonably adequate for the security of 
3 its policyholders. 
4 Notwithstanding section 515.1, the mutualizing 
5 insurer shall continue to be organized under chapter 
6 504A. 
7 This section governs the mutualizing insurer in 
8 lieu of law governing the procedures for establishing 
9 a new mutual insurer. 

10 An insurer mutualized in accordance with this 
11 section may contract with health care services 
12 providers under the provisions of chapter 504A and 
13 offer different levels of benefits to policyholders 
14 based upon the provider contracts." 

· 15 8. Page 2, by inserting after line 22 the 
16 following: 
17 ''Sec. 103. For each fiscal year beginning July 1, 
18 1985, a sum equal to one third of the premium taxes 
19 paid under chapter 432 on premiums and payments on 
20 individual and group accident and health insurance 
21 policies and certificates and individual and group 
22 subscriber contracts under chapter 514 shall be set 
23 aside in a separate account within the general fund 
24 and reserved solely for the purposes of implementing 
25 the programs to be studied as provided in section 104 
26 of this Act. The balance of the account shall be 
27 considered part of the balance of the general fund of 
28 the state except for purposes of determining the 
29 annual inflation factor under section 422.4, 
30 subsection 17. The funds within the account shall not 
31 be expended except as otherwise provided by the 
32 general assembly. 
33 Sec. 104. The legislative council shall create a 
34 study committee composed of members of the senate 
35 committee on commerce and the house committee on small 
36 business and commerce representing both political 
37 parties, citizen members from the insurance industry 
38 having expertise in insurance matters, and such other 
39 persons as may be deemed appropriate. The committee 
40 shall study the manner in which states presently 
41 administer guaranty fund laws which provide for the 
42 indemnification of losses of policyholders of 
43 insolvent life and health insurance companies as well 
44 as the manner in which states administer risk-sharing 
45 pools which provide accident and health insurance to 
46 persons who are uninsurable. The study committee 
47 shall review the funding mechanisms of such laws and 
48 develop recommendations which specifically address the 
49 manner in which the funds deposited in the general 
50 fund pursuant to section 103 of this Act shall be used 

.. 



SENATE 15 
i>l>RIL 26, 1985 

.J09 page 3 

l and administered. Included within the study shall be 
2 considerations relating to the administration of the 
3 cash flow and funding of the insurance programs, 
4 including the collection and deposit of funds, 
S assessments, creation of a permanent state funding 
6 mechanism, granting of credits which recognize 
7 expenditures to finance guaranty fund and risk-sharing 
8 pools, and such other considerations as may assist in 
9 providing adequate and protective insurance for the 

10 public. 
11 The results of the study accompanied by bill drafts 
12 designed to carry out recommendations of the 
13 committee, shall be submitted to the legislative 
14 council, the senate committee on co~~erce, the house 
15 committee on small business and commerce, and to the 
16 members of the general assembly prior to convening of 
17 the second session of the Seventy-first General 
18 Assembly." 
19 9. Title page, by striking lines 1 through 3 and 
20 inserting the following: "An Act relating to health 
21 coverages." 
~ 10. Renumber as necessary. 

S-4009 Filed April 25, 1985 By COMMITTEE ON WAYS & MEANS 
t(l.¥1? ~ .:z '". ;_) .9 ~· ~/<.u_t,. ) <//.3¥ 

4 /.:;'7 /:i _, (;! 77~ (.) 

/.l. ' -L -uJ! . ' ' C::, 41 '"'"' ~.:-_!} r ·~. ~~ t! 
ti~ ;7.;., ~ ;Fo.>-) 



J SENATE 36--APRIL 30, 1985 Sl>-\ll: dF IUVVA 

FISCAL NOfE 

- ---- ----------- ----- ----- --------------

LS8 No. 
Staff 10. 

--------------
In comrli:lnce ,,,;h a wntten ref!uest received ,'\pril 25. 1!J85, a fiscal note for /\MI:NDMENT 
S 4009 10 HOUSE FILE :,70 is her•:by suiJillltted pursuant to Jo1nt rltile 17 Data used rn 
develop 1119 tt11 s f 1 sea I note are a v a II able from ti1e Lea 1 s I il tive r 1 s cal E3ure au to rn embers of 

the L.eoislature upon request. 
1----

Amendment S-J009 to House File 570 imposes the two perr.ent premium t;~x i)fl mutual service 
corporiltions operating under Chapter 514 (·:~hich includes Blue Crossi8l11e Shield). Tt1e 
2mendmcnt also exempts fro1n tile t'.'JO percent tax prerniurns received by instH<H1ce cornpanies 
for health ;)lld accident insurance or hospital or medic<JI serv1ces prov1ded or furnished to 
',!wa resid~nts who Jre s1xty--11ve vears or older. T11e amendment also prov1des that 1/3 of 
the taxes paid on accident and health insur<Jnce policies shall be set aside in a sep<Jrate 
account within the general fund and reserved solely for the purposes of implementing 
recommendations of a study committee; th1s -.:omm1ttee shall study guaranty fund lav•s and 

risk-sharing po.)IS for uninsurables. 

The amendment also contains language pertaining to how a corporate insurer may become a 

mutual insurer. 

F_I_SCAL EFFECT: It is estimated that imposing the two percent premium tax on Blue 
Cross/Blue St1ield will increase revenues to the general fund by $11 rnillion ,1t111Uillly. 
Exempting from the tax premiums paid by Iowans who have reached sixty-five will reduce 
revenues $6 million annually. It is estimated that all $5 million of the net increased 
revenue will be set aside for implementing recommendations of the study comnllttee. Source: 
1.1surance Department (LSB 27G4H.2, Cr.1G) 

/----------.:-:: 

I( RECEIVED) 
\ /-.FP 2 ) 1985 
~ SENATE 

·._ S~1!_c of law.1 ~/ 

• 

~___;_ ~ ~n;t:u~ 
Fiscal Direct r 

Legislativ);Fis~~ tJ au 
Date: ~ _! .5 _f_S __ _ 



SENATE 8 
APRIL 30, 1985 

-134 HOUSE FILE 570 

l Amend amendment S-4009 to House F~le 570 as 
2 ane~Ced, passed, ar.d ~ep~:~:ed by t~e Hc~se as 
3 !'ollows: 
4 l. ?age 1, by inserting after :i~e 29 the 
5 following: 
6 '' Page 2, by inserting after li~e 5 the 
7 following: 
8 ''Sec. Section 508.29, Code :985, is a~ended 
9 to read as Eollows: 

10 508.29 AUTHORI:Y TO WRITE OTHER :NSURANCE. 
ll Any life insurance co~pany c~ganized on the stock 
12 or mutual clan and authorized b'l its c~a:ter or 
13 art!cles of incorporation so tc.do, may in addition to 
14 s~ch life insurance, insu~e, eithe~ i~divid~ally or o~ 
15 the group plan, the health of perso~s a~d against 
16 personal injuries, disablement or death, resulting 
17 from traveling cr.;enera: accidents by land or water, 
18 and insure employers against loss in consequence of 
19 accidents or casualties of any kind to employees or 
20 other persons, or to property resulting from any act 
21 of the employee or any accident or casualty to persons 
22 or property, or both, occurring in or connected with 

•

he transaction of their business, or from the 
peraticn of any machinery connected therewith, but 

_ cthing herein contained shall be construed to 
26 authorize any life insurance company to insure against 
27 loss or injury to person, or property, or beth, 
28 crcwino cut of exolosion or ruoture of steam boilers. 
29 An ins~:e' ~a contract with h~al:h care serv:ce 
30 oroviders and offer if:e:ent levels of benefits to 
31 policyholders based upon :he provider contracts."" 
32 2. Sy stri~ing page l, line 36 through page 2, 
33 line 14 and inserting the !'ollo·.;ing: "is approved by 
34 the commissioner of insurance. upon cons~mmaticn of 
35 the plan, the corporation shall thereafter fully 
36 comply with the requirements of the law that apply to 
37 a mutual insurance company.'''' 
38 3. Pa9e 2, by inserting before line 15 the 
39 following: 
40 '' Page 2, by inserting after line 22 the 
41 fcllowlng: 
42 ''Sec. Section 515.1, t:ode 1985, is amer1ded to 
43 read as follows: 
44 515.1 ~NCORPORATION. 

45 Corporations formed for the purpose of insurance, 
46 other than li:e insurance, shal: be governed by the 
47 previsions of chapter 491 or chanter 504A, except as 

ified by the provisions of this chapter. 
Sec. ___ Sec:ion 515.48, subsection 5, paragraph 

, Cede 1985, is amended to read as fclicws: 



SENATE 9 
APRIL 30, 1985 

S-4134 page 2 

! a. !~su~e a~y person, ~i~ the cerson's family or 
2 Ce~e~dents, acai.ns~ bcd.:.ly injury or death by 
J ac~!den:, or ~ga!nst disability on account of 
4 sick:1ess, or accident, including the granting of 
5 ~csoital, medical, surcical and sick care benefits, 
6 but.such benefits shall not include the fu:nishing or 
7 reolac1nc in kind o: whole ~uman blood or blood 
8 p:;ducts~of any ~i~d; however, this provision shall 
9 not prohibit payments of indemnity for human b:ood or 

10 blood products. An insurer may contract with health 
11 care services oroviders and offer different :e~els of 
:2 bene~:ts to ~clicyholde~s based upon the provider 
l3 ce>ntracts."" 
' ' 1~ 4. Page 3, 1 ine 8, by inserting after the word 
15 "pools," the following: "granting of credits which 
l6 recognize losses attributable to providing 

18 un1r:suraole publlc,_.--- ; 
l7 comprehe~sive ~ealt~.' ~o~erage to the unemployed or 

19 5./ R~number as ne ~s~_ary. 

S-4134 F~led April 29, 1985 By PALMER 
c).d..-~:L.f '1-/?9 (;I. 11.:.>) r -- " 

S-4104 HOUSE FILE 570 

l Amend Senate amendment, S-4009, to House File 570 
2 as amended, passed, and reprinted by the House, as 
3 follows: 
4 1. Page 1, by striking lines 25 through 29 and 
5 inserting the following: "maintenance organizations 
6 with respect to medicare supplement health insurance 
7 policies. As used in this section, ''medicare 
8 supplement health insurance policy" means a policy 
9 which provides reasonably comprehensive payments of 

10 medicare deductibles and co-insurance and which has a 
11 creditable, anticipated loss ratio of at least 
12 seventy-five percent, as filed with and approved by 
13 the commissioner of insurance." 

S-4104 Filed April 29, 1985 
(j~ "-i..r9 /5.> Lf I 7c,d 

By BRU~ER 
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Affiend amendment S-4009 to House File 570 as 
amended, passed, and reprinted by the House as 
follows: 

1. Page 2, by inserting before line 15 the 
following: 

" . At least seventy-five percent of the initial 
board of directors of the mutual insurer so formed 
shall be policyholders who are also nonproviders of 
health care. All directors comprising this initial 
board of directors shall be selected by an independent 
committee appointed by the state commissioner of 
insurance. This independent committee shall consist 
of seven to eleven persons who are current 
policyholders, who are nonproviders of health care, 
and who are not directors of any corporation subject 
to this chapter. For purposes of this subsection, a 
"nonprovider of health care" is an individual who is 
not any of the following: 

a. A "provider" as defined in section 5148.1, 
subsection 5. 

b. A person who has material financial or 
fiduciary interest in the delivery of health care 
services or a related industry. 

c. An employee of an institution which provides 
health care services . 

d. A spouse or a member of the immediate family of 
a person described in paragraphs "a" through "c"." 

S-4144 Filed April 30, 1985 
!5.~ 'f/.;.j?>- (f /Za>-) 

By PRIEBE, CARR & TIEDEN 



S-4108 HOUSE FILE 570 

1 ~~end amendment S-4009 to House File 570 as 
2 a~ended, passed, and reprinted by the House as 
J follows: 
4 l. Page 1, by striking lines 38 and 39 and 
5 inserting the following: ''shall develop 
6 administrative rules for mutualization addressing all 
7 of the followi~g conditions:''. 
8 2. Page 2, by inserting after line 3 the 
9 following: 

10 " At least seventy-five percent of the initial 
11 board of directors of the mutual insurer so formed 
12 shall be policyholders who are also nonproviders of 
13 health care. Al~ directors comprising this initial 
14 board of directors shall be selected by an independent 
15 co~~ittee appointed by the state commissioner of 
16 insurance. This independent committee shall consist 
17 of seven to eleven persons who are current 
18 policyholders, who are nonproviders of health care, 
19 and who are not directors of any corporation subject 
20 to this chapter. For purposes of this subsection, a 
21 ''nonprovider of health care'' is an individual who is 
22 not any oE the following: 
23 a. A "provider'' as defined in section 5148.1, 
24 subsection 5. 
25 b. A person who has material financial or 
26 fiduciary interest in the delivery of health care 
27 services or a related industry. 
28 c. An employee of an institution which provides 
29 health care services. 
30 d. A spouse or a member of the immediate family of 
31 a person described in paragraphs ''a" through ''c''." 

S-4108 Filed April 29, 1985 
o/e '-f/.;.9(/ !765') 

By PRIEBE, HUTCHINS, CARR, 
HOLDEN, TIEDEN & WALDSTEIN 

• 
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H- 4 l 7 5 
Page Three 

1 a, Code 1985, is amended to read as follows: 
2 a. Insure any person, ki~·the per~on's fa.mily or 
3 dependents, against bodily injury or death by 
4 accident, or against disability on account of 
5 sickness, or accident, including the granting of 
6 hospital, medical, surgical and sick care benefits, 
7 but such benefits shall not include the furnishing or 
8 replacing in kind of whole human blood or blood 
9 products of any kind; however, this provision shall 

10 not prohibit payments of indemnity for human blood or 
ll blood products. An insurer m.1y contract;.with he_?lth 
12 care services providers and offer different le_\f.els of 
13 benefits to policyholders based upon ~rovider 
14 contracts." 
15 10. Page 2, by inserting after line 22 the 
16 following: 
17 "Sec. 103. For each fiscal year beginning July l, 
18 1985, a sum equal to one third of the premium taxes 
19 paid under chapter 432 on premiums and payments on 
20 individual and group accident and health insurance 
21 policies and certificates and individual and group 
27. subscriber contracts under chapter 514 shall be set 
23 aside in a separate account within the general fund 
24 and reserved solely for the purposes of implementing 
25 the programs to be studied as provided in section 104 
26 of this Act. The balance of the account shall be 
27 considered part of the balance of the generaL fund of 
28 the state except for purposes of determining the 
29 annual inflation factor under section 422.4, 
30 subsection 17. The funds within the account shall not 
31 be expended except as otherwise provided by the 
32 general assembly. 
33 Sec. 104. The legislative council shall create a 
34 study committee composed of members of the senate 
35 committee on commerce and the house committee on small 
36 business and commerce representing both political 
37 parties, citizen members from the insurance industry 
38 having expertise in insurance matte[s, and such other 
39 persons as may be deemed appropriate. The committee 
40 shall study the manner in which states presently 
41 administer guaranty fund laws which provide for the 
42 indemnification of losses of policyholders of 
43 insolvent life and health insurance companies as well 
44 as the manner in which states administer risk-sharing 
45 pools which provide accident and health i.nsurance to 
46 persons who are uninsurable. The study committee 
47 shall review the funding mechanisms of such laws and 
48 develop recommendations which specifically address the 
49 manner in which the funds deposited in the general 
50 fund pursuant to section 103 of this Act shall be used 

-3-
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f!-4175 
?age Four 

1 and administered. Included within the study shall be 
2 considerations relating to the administration of the 
3 cash flow and funding of the insurance programs, 
4 including the collection and deposit of funds, 
5 assessments, creation of a permanent state funding 
6 mechanism, granting of credits which recognize 
7 expenditures to finance guaranty fund and risk-sharing 
8 pools, granting of credits which recognize losses 
9 attributable to providing comprehensive health 

10 coverage to the unemployed or uninsurable public, and 
ll such other considerations as may assist in providing 
12 adequate and protective insurance for the public. 
13 The results of the study accompanied by bill drafts 
14 designed to carry out recommendations of the 
15 committee, shall be submitted to the legislative 
16 council, the senate committee on commerce, the house 
17 committee on small business and commerce, and to the 
18 members of the general assembly prior to convening of 
19 the second session of the Seventy-first General 
20 Assembly." 
21 ll. Title page, by striking lines l through 3 and 
22 inserting the following: "An Act relating to health 
23 coverages." 
24 12. Renumber as necessary. 

!1-4175 FILED APRIL 30, 1985 • 
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SE~A'i'E Al·:t:~:D:1SK':' TO P.O'JSE FILF.: 570 
H-4175 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 eg 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 

e 46 
47 
48 
49 
50 

Amend House File 570 as amended, passed, and 
reprinted by the House as follows: 

1. Page 1, by striking lines 1 through 30. 
2. Page l, line 32, by striking the word "A" and 

inserting the following: "Notwithstanding section 
432.1, a". 

3. Page 1, line 35, by inserting after the word 
"pay" the following: "as taxes". 

4. Page 2, line 1, by striking the word "one" and 
inserting the following: "two". 

5. Page 2, by striking lines 5 and 6 and 
inserting the following: "rejected applications. 
Section 432.1, subsections 3 and 4, apply to the tax 
imposed by this section." 

6. Page 2, by inserting after line 6 the 
following: 

"Sec. 101. NEW SECTION. 432.5 EXEMPTION. 
The tax imposed by this chapter shall not be 

payable with respect to premiums or other payments 
received by domestic or foreign insurance companies, 
hospital services corporations, medical service 
corporations, pharmaceutical service corporations, 
optometric service corporations, and any other service 
corporations operating under chapter 514 or health 
maintenance organizations with respect to medicare 
supplement health insurance policies. As used in this 
section, "medicare supplement health insurance policy" 
means a policy which provides reasonably comprehensive 
payments of medicare deductibles and co-insurance and 
which has a creditable, anticipated loss ratio of at 
least seventy-five percent, as filed with and approved 
by the commissioner of insurance." 

7. Page 2, by inserting after line 6 the 
following: 

"Sec. Section 508.29, Code 1985, is amended 
to read as-follows: 

508.29 AUTHORITY TO WRITE OTHER INSURANCE. 
Any life insurance company organized on the stock 

or mutual plan and authorized by its charter or 
articles of incorporation so to do, may in addition to 
such life insurance, insure, either individually or on 
the group plan, the health of persons and against 
personal injuries, disablement or death, cesulting 
from traveling or general accidents by land or water, 
and insure employers against loss in consequence of 
accidents or casualties of any kind to employees or 
other persons, or to property resulting from any act 
of the employee or any accident or casualty to persons 
or property, or both, occurring in or connected with 
the transaction of their business, or from the 

-1-
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40 
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operation of any machinery connected therewith, but 
nothing herein contained shall be construed to 
authorize any life insurance company to insure against 
loss or injury to person, or property, or both, 
growing out of explosion or rupture of steam boilers. 
An insurer may contract with health care service 
~viders and offer different levels of benefits to 
policyholders based upon the provider contracts." 

8. Page 2, by inserting after line 22 the 
following: 

"Sec. 102. NEW SECTION. 514.23 MUTUALIZATION 
PLAN. 

A corporation organized and governed by this 
chapter may become a mutual insurer under a plan which 
is approved by the commissioner of insurance. Upon 
consummation of the plan, the corporation shall 
thereafter fully comply with the requirements of the 
law that apply to a mutual insurance company." 

1.. At least seventy-five percent of the initial 
board of directors of the mutual insurer so formed 
shall be policyholders who are also nonproviders of 
health car.e. All directors comprising this initial 
board of directors shall be selected by an independent 
committee appointed by the state commissioner of 
insurance. This independent committee shall consist 
of seven to eleven persons who are current 
policyholders, who are nonproviders of health care, 
and who ar.e net directors of any corporation subject 
to this chapter. For purposes of this subsection, a 
"nonprovider of health care" is an individual who is 
not any of the following: 

~. A ''provider" as defined in section 5148.1, 
suhsectioi1 5. 

b. A person who has material financial or 
fid11Ciary interest in the delivery ol health care 
services or a related industry. 

c. An employee of an institution which provides 
!Jealth care servi.ces. 

d. A spouse or a member of the immediate tamily of 
a p~rson described in paragraphs ''a'' through ''c''.'' 

9. Page 2, hy inserting after line 22 the 
Ecllowing: 

"Sec. Section 515.1, Cede 1985, is amended to 
n~ad as foiio'""': 

r NCOR POR.4 ·;·;ON. 
CO! ~Jor.J.lions Co~rr~ed Eor the purpose of insurance~ 

other than l.ife irlsuran<:"P, shall be qov'"~rned by lhe 
p<"ovisions of chapter 491 or _Ehapter 504A, el<cept as 
modified by the provisions of thi5 chapter .. 

Sec:. Section 515.48, subsection 5, paragraph 

- 2. 
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REPORT OF THE CONFERENCE COMMITTEE ON 

HOUSE FILE 570 

To the Speaker of the House of Representatives and the 

President of the Senate: 

We, the undersigned members of the conference committee 

appointed to resolve the differences between the Senate and 

the House of Representatives on House File 570, a bill for an 

Act relating to the premium tax on insurance companies and 

associations and mutual service corporations operating under 

chapter 514 domiciled or doing business in the state, 

respectfully make the following report: 

1. Amend the Senate amendment H-4175 to House File 570 as 

amended, passed and reprinted by the House as follows: 

1. Page l, by striking lines 15 through 32. 

2. Page 2, by striking lines 13 through 19 and inserting 

the following: 

"A corporation organized and governed by this chapter may 

become a mutual insurer under a plan which is approved by the 

commissioner of insurance. The plan shall state whether the 

insurer will be organized as a for-profit corporation pursuant 

to chapter 491 or 496A or a nonprofit corporation pursuant to 

chapter 504A. Upon consummation of the plan, the corporation 

shall thereafter fully comply with the requirements of the law 

that apply to a mutual insurance company. If the insurer is 

to be organized under chapter 504A, then at least seventy-five 

percent of the initial". 

3. Page 3, by inserting after line 16 the following: 

"Sec. 201. There 1s appropriated to the department of 

human services for the f1scal year commencing July l, 1985, 

and ending June 30, 1986, three million (3,000,000) dollars, 

or so much thereof as is necessary, to provide for extension 

and operation of the medically needy program under the medical 

assistance program to supplemental security income-related 

groups. This appropriation is in addition to other funds 

provided to the department, and shall be matched with 

available federal funds.'' 
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Two, House File 570, Conference Committee Report 

4. Page 3, by striking lines 18 through 19 and inserting 

the following: "1985, except for the amount appropriated in 

section 201 of this Act, the entire increase, as determined by 

the commissioner of insurance and certified to the comptroller 

of state, or taxes paid under chapter 432 on premium~ and 

payments on". 

5. Page 4, line 10, by inserting after the word ''public'' 

the following: "or individuals whose group health coverage is 

terminated because membership in the group is terminated". 

6. Page 4, line 23, by inserting after the word 

''coverages" the following: "and mutual service corporations 

operating under chapter 514 including the taxation thereof and 

establishing procedures for the mutualization thereof and the 

authority of insurance companies, making an appropriation for 

the extension of the medically needy program, and providing 

for a study". 

7. Renumber as necessary. 

JJ-~ -6L_r-Z_.i! ~-.l- f!"c-(,; ;<n>) 
ON THE PART OF THE HOdSE: 

EDWARD PARKER 

-
··-~ 

R HALVORSON 

J~~ ~£. j'A,.; s - <1- ( {f 1 7 7 -;;) 

ON THE PART OF THE SENATE: 

WILLIAM PALMER, Chairperson 

CHARLES BR 

GRONS7AC. 

I ; / 
~q/t~r ------ . , --·---

LEE HOLT 

!!ilJ:~~ V~J--
EDGAR HOLDEN 
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SPONSOR'S COPY 
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!/lt WAYS AND MEANS 

Stody BIU %98 

Ways and Means: Brammer. Chair: Parker and Siegrist. 

-
BOUSE FILE ------

BY BRAMMER and HALVORSON 
of Clayton 

Passed House, Date ____________ __ Passed Senate, Date ____________ ___ 
Vote: Ayes. _______ _ Nays. _____ _ Vote: Ayes ________ __ Nays ___ __ 

Approved, __________________________ _ 

A Bll.L FOR 
1 An Act relating to the premium tax on insurance companies and 

2 associations and mutual service corporations operating 

3 under chapter Slij domiciled or doing business in the state. 

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

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 



S.F. ____ B.F. 

1 Section 1. section 432.1, Code 1985, is amended by adding 
2 the following new subsections: 
3 NEW SUBSECTION. 5. Notwithstanding subsections 1 and 2 

4 and in lieu of the premium tax provided in those sections, one 
5 percent of the gross amount of premiums, assessments, and fees 
6 received during the preceding calendar year, after deducting 
7 the amounts returned to policyholders upon canceled policies, 
8 cer.tificates and rejected applications, by any of the 
9 following companies or associations on contracts of accident 

10 and health insurance for business done in this state: 
11 a. A company or association domiciled in Iowa. 
12 b. A foreign company or association doing business in the 
13 state with operations in the state with fifty or more 
14 employees, exclusive of licensed agents. 
15 NEW SUBSECTION. 6. A company or association domiciled or 
16 doing business in this state shall receive a one thousand 
17 dollar credit on any tax due under this section or section 
18 432.2 for each additional employee, exclusive of licensed 
19 agents, that is added to the company's or association's 
20 payroll in the state for the year in which the employee is 
21 added if the company or association employs fifty or more 
22 people, exclusive of licensed agents, but including the 
23 additional employee, in this state. 
24 Sec. 2. NEW SECTION. 432.2 MUTUAL SERVICE CORPORATIONS. 
25 A hospital service corporation, medical service corpora-
26 tion, pharmaceutical service corporation, optometric service 
27 corporation and any other service corporation operating under 
28 chapter 514 shall pay to the director of revenue an amount 
29 equal to one percent of the gross amount of payments received 
30 during the preceding calendar year for subscriber contracts 
31 after deducting the amounts returned to subscribers upon 
32 canceled subscriber contracts and rejected applications. 
33 Section 432.1, subsections 3, 4, and 6 apply to the tax 
34 imposed by this section. 
35 EXPLANATION 
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• 

• 

• 



' 

• 

• 

S.F, ---- B.F • 

1 This oill levies a one percent premium tax rather than two 
2 percent on accident and health insurance premiums if the 
3 company is domiciled in Iowa, employs at least fifty people 
4 exclusive of licensed agents in the state. A similar one 
5 percent tax is levied on contract payment received by a mutual 
6 service corporation operating under chapter 514. The bill 
7 also provides for a one thousand dollar premium tax credit for 
8 each additional employee added to the payroll in the state, 
9 exclusive of licensed agents, for the year in which the 

10 employee is added if the company or association employs at 
ll least fifty people in the state. 
12 

13 

l4 

15 

16 

17 
18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

• 34 

35 
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HOUSE FILE 570 

AN ACT 
RF.LA'TING TO HEALTH COVERAG£S AND MUTUAL S£RVICE CORPORATIONS 

OPERA'TING UNDER CHAPTER Sl4 INCLUDING THE TAXATION THER£0f 

A~O ESTABLISHING PROCEDURES FOR THE MUTUALIZATION TH£REOF 
AND 'THE AUTHORITY 0~ INSURANCE COKPANlES, ~~KING AN APPRO­

PRIATION FOR THE EXTENSION OF THB MEDICALLY NEEDY PROGRN~, 

AND PROVIDING FOR A STUDY. 

BE IT E!IACT£0 Bi' THE GEUERAL ASSEMBLY OF THE STATE OP' IOWA: 

Section l. NEW SECriON. 432.2 HU~UAL SERVICE 

CORPORA1'toNS, 
Notwithstandin9 section 412.1, a hospital service 

corporation, medical service corporation, pharmaceuti~al 
servlce corporation, opto~etric service corporation and any 

other service corporation operatLn9 under chapter 514 shall 
pay as taxes to the director of revenue an amount equal to tvo 

percent of th~ gross amount of payments received durinq the 
preceding calendar year for subscriber contracts covering 

residents 1n this state after deducting the amounts returned 
to subscribers upon canceled subscriber contracts and rejected 

~pplications. Section 432.1, subsections l and 4, apply to 

the tax imposed by this section. 
Sec. 2. Section 508.29, Code 1985, is a~ended to read as 

follOWS I 
508.29 AUTHORITY TO WRIT£ OTHER INSURANCE. 
Any 11fe insurance company ocgani~ed on the stock or mutual 

plan and authorized by its charter or articles of 
incorporation so to do, may in addition to such life 

-
House File 570, p. 2 

insurance, insure, either individually or on the qroup plan, 

the health of persons and against personal injuries, 
disable~ent or death, resulting froM traveling or general 

accidents by land or water, and insur~ employers against loss 
in consequence of accidents or casualties of any kind to 

~~ploye~s or other persons, or to property resulting fro~ any 

act of the e~ployee or any accident or casualty to person& or 

property, or both, occurring in or r.onnected with the 
transaction of their business, or fro~ the operation of any 

machinery connected therewith, but nothinq herein contained 
shall be construed to authorize any life insurance co~pany to 

insure against loss or injury to person, or property, or both, 

growing out of explosion or rupture of steam boilers. An 

insurer may contr~£~. with health care service providers and 
offer different levels of benefits to pqlicyholder~ b~~ed~n 

the provid~r contracts. 
Sec. J. Section 514.15, Code 1985, i9 a111ended to read as 

follows: 
Sl4.15 NONEXEMPT FROM TAXATION --RATE OP TAX ON 

CONTRAC"t S • 
Every corporation orqanized under the provisions of this 

chapt~r is hereby declared to be a charitable and benevolent 
institution but ita property and funds, lncludinq subscribers' 

contracts, shall not be exempt fro~ taxation. Yha-tax-on 
sabse~iber-eontreets-shall-be-at-the-~ate-of-ftftee~-eents-for 

eaeh-s~b~erkber-eontraet-issue~-in-the-preeedin9-ealendar-yea~ 

an~- shell-be-paid -to-tl'lf'!-eom."ft-tss i-one t ··of-t ns1.1tanee -at -the- t-ll'lle 

of-f i l i:n9-of -eaeh -eorporat io"' "s- anntul ~ -statell'.ent • Far 
purposes of this section, the ter~ "'subscriber contract" shall 

mean only those benefit contracts issued or delivered in lo'Wa 
by corporations subject to this chapter, including 

certificates issued under such contracts, and which provlda 

co~erage to residents of Iowa on a risk basis. 

Sec. 4. ~F!!_ .. ~~~:!:_ION. Sl4.23 HUTUALlZA'TION PLAN. 

:t 
:n 
~ 
0 
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A corporation orqanlzed and governed by this chapter may 

beco~e a mutual insurer under a plan which is approved by the 
co~issioner of insurance. ihe plan shall state whether the 

iosucer ~ill be organized as a for-profit corporation pursuant 
to chapter 491 or 496A or a nonprofit corporation pursuant to 

chapter 50,A. Upon consurornation of the plan. the corporation 
shall thereafter fully co~ply with the requirements of the law 

that apply to a mutual insurance company. If the insurer is 
to be organized under chapter 504A, then at least seventy-five 

percent of the initial board of directors of the mutual 
insurer so formed shall be policyholders who are also 

nonproviders of health care. All directors comprialnq this 
initial board of directors shall be selected by an independent 

co~~ittee appointed by the state comoissloner of insurance. 
This independent committee shall consist of seven to el~ven 

persons who are current policyholder&, who are nonproviders of 
health care, and who ar& not directors of any corporation 

subject to this chapter. For purposes of this subsection, a 
·•nonprovider of health care" is an individual who is not any 

of the followinq: 
a. A ''provider" as defined in section Sl4B.l, aubsect1on 

s. 
b. A person who has material financial or fiduciary 

interest in the delivery of health care services or a related 

industry. 
c. An employee of an institution which provides health 

<:ace services. 
d. A spouse or a me~ber o~ the i~mP.diate family of a 

p~rson described in paragraphs ''a" throu9h "c". 
Sec. S. Section 515 .1, Code 198S, is arr.ended to read as 

fo~low!i: 

Sl5.1 INCORPORATION. 

Corpor~tions formed for the purpose of insurance, ot~er 

than life insura~ce, shall be governed by the provisions of 

chapter 491 or chaQ_t:..£.!____!Q~~· except as l't'.odified by the 

provisions of this chapter. 
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Sec. 6. Section 515.48, subsection 5, paraqraph a, code 

1985, is amended to read as follows: 

a. Insure any person, his ~~~erson's family or 

dependents, against bodily injury or death by accident, or 
aqainst disability on account of sickness, or accident, 
includinq the granting of hospital, ~edlcal, surgical and sic~ 

care benefits, but such benefits shall not include the 
furnishin9 or replacing in ~ind of whole human blood or blood 
products of any kind; however, this provision shall not 

prohibit payments of indemnity for hu~an blood or blood 
products. An insurer ~Y contract with health care services 

E!ovidera and offer different levels of benefits to 

policyholders based upon the provider contracts. 
Sec. 7. There is appropriated to the department of human 

services for the fiscal year co~~enctnq July 1, 1985, and 

endlnq June 30, 1986, three million (3,000,000) dollars, or so 
1!\uch thereof as is necessuy, to provide for extension and 

operation of the medically needy progra~ under the medical 
assistance proqrarn to supplemental security income-related 

qroups. ~his appropriation is in addition to other funds 

provided to the department, and shall be matched with 

available federal funds. 
Sec. 8. For each fiscal year beginning July 1, l98S, 

except for the amount appropriated in section 7 of this Act, 
the entire increase, as determined by the comnissioner of 

insurance and certified to the comptroller of state, or taxes 
paid under chapter 412 on premiums and payrents on individual 

and group accident and health in~urance policies and 
certificates and individual and group subscriber contracts 

undP.r chapter 514 shall be set aside in a separate account 
within the gP.neral fund and reserved solely for the purposes 

of lmplementinq the programs to be studied as provided in 
section 9 of this Act. The balance of the account shall be 

considered part of the balance of the qeneral fund of the 
state except for purposes of deter~ininq the annual inflation 
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factor under section 422.4, subsection 17. The funds within 

the account shall not be expended excP.pt dS otherwise provided 

by the general assembly. 
Sec. 9. The leqislative council shall create a study 

co~mittee composed of members of the senate co~ittee on 

conmecce and the house committee on sMall business and 
commerce representing both political parties, citizen me~bers 

from the insurance industry having expertise in insurance 
matters, and such other persons as may be deemed appropriate. 

The co~ittee shall study the ~anner in which states presently 

administer guaranty fund laws which provide for the 
indemnification of losses of policyholders of insolvent life 
and health insurance companies as well aa the manner in ~hich 

states a~lnister risk-sharing pools which provide accident 
and health insurance to persons who are uninsurable. The 

study <:Oa:L'ttittee shall review the funding mechanisms of sych 
laws and develop recommendations which specifically address 

the manner in which the funds deposited in the general fund 
pursuant to section 8 of this Act shalt be used and 

administered. Included within the study shall be 

considerations relatinq to tha administration of the cash flow 

and funding of the insurance pro9ra~a, including the 
collection and deposit of funds, assessments, creation of a 
per~nent state funding aechanisru, qrantinq of credits ~hich 
recognize expenditures to finance guaranty fund and risk­
sharing pools, qrantinq of credits which recoqnize losses 
attributable to providing conprehensive health coverage to the 

unemployed or uninsurable public or individuals whose qroup 
health coverage is terminated because membership in the group 

is terminated, and such other considerations as may assist in 
providing adequate and protective insurance for the public. 

The r~aulta of the study ~cconpan,ed by bill drafts 
desi~ned to carry out reco~~endations of the conmitt~e, shalt 

bB submitted t.o the legislative council. the senatB con<.ITilttee 
on conur.erce, the house com .. :nittel" on snall business and 
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co~,erce, and to the menbl"rs of the qeneral assembl1 prior to 

convenlnq of the second session of the Seventy-first General 

Assembly. 

--···----·-··--------
DOSALO 0. AVENSON 

Speaker of the House 

ROBERT T. ANDERSON 
President of the Senate 

I hereby certify that this bill originated in the Bouse and 

1& known as Rouse File 570, Seventy-first General Asaeobly. 

Approved 

TERR~ E. BRANSTAD 
Governor 

JOS&PB O'liERN 
Chief Clerk of the Hou~e 
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