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Section 1. Section 513B,2, Code Supplement 1991, is
amended by adding the following new subsections:

NEW SUBSECTION. 7A. "Eligible employee” means an employee

who works on a full-time basis and has a normal work week of
thirty or more hours. The term includes a sole proprietor, a
partner of a partnership, and an independent contractor, 1if

the sole proprietor, partner, or independent contractor is

included as an employee under a health benefit plan of a small

employer, but does not include an employee who works on a
part-time, temporary, or substitute basis.

NEW SUBSECTION. 9A. “Late enrollee” means an eligible
employee or dependent who requests enrollment in a health
benefit plan of a small employer following the initial
enrollment period for which such individual is entitled to
enroll under the terms of the health benefit plan, provided
the initial enrollment period is a period of at least thirty

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

a. The individual meets all of the following:

(1) The individual was covered under qualifying previous

coverage at the time of the initial enrollment.

{2) The individual lost coverage under qualifying previous

coverage as a result of termination of the individual's
employment or eligibility, the involuntary termination of the
qualifying previous coverage, death of the individual's
spouse, or the individual's divorce.

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

b. The individual is employed by an employer that offers
multiple health benefit plans and the individual elects a
different plan during an open enrollment period.

c. A court has ordered that coverage be provided for a

spouse or minor or dependent child under a covered employee's

health benefit plan and the request for enrollment is made
within thirty days after issuance of the court order.
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Sec, 2. Section 513B.3, Code Supplement 1991, is amended
by striking the section and inserting in lieu thereocf the
following:

513B.3 APPLICABILITY AND SCOPE.

This chapter applies to a health benefit plan providing
coverage to the employees of a small employer in this state if
any of the following apply: |

1. Any portion of the premium or benefits is paid by or on ‘
behalf of the small employer.

2. An eligible employee or dependent is reimbursed in any %
manner by or on behalf of the small employer for any portion |
of the »remium or benefits. ‘

3. The health benefit plan is treated by the employer or
any of the eligible employees or dependents as part of a plan
or program for the purposes of section 106, 125, or 162 of the
Internal Revenue Code as defined in section 422.3.

4. -a. Except as provided in paragraph "b", for purposes
of this chapter, carriers that are affiliated companies or
that are eligible to file a consolidated tax return shall be
treated as one carrier and any restrictions or limitations
imposed by this chapter shall apply as if all health benefit
plans delivered or issued for delivery to small employers in
this state by such carriers were issued by one carrier.

b. BAn affiliated carrier which 1s a health maintenance
organization possessing a certificate of authority issued
pursuant to chapter 514B shall be considered to be a separate
carvier for the purposes of this chapter.

c. Unless otherwise authorized by the commissioner, a
small employer carrier shall not enter into one or more ceding
arrangements with respect to health benefit plans delivered or
issued for delivery to small employers in this state if the
arrangements would result in less than fifty percent of the
insurance obligation or risk for such health benefit plans
being retained by the ceding carrier.

Sec, 3. Section 513B.4, subsection 1, paragraph c,
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subparagraph (1), Code Supplement 1991, is amended to read as
follows:

(1) The percentage change in the new business premium rate
measured from the first day of the prior rating period to the
first day of the new rating period. 1In the case of a class of
business for which the small employer carrier is not issulng
new policies, the small employer carrier shall use the
percentage change in the base premium rate, provided that the

change does not exceed, on a percentage basis, the change 1in

the new business premium rate for the most similar health
benefit plan into which the small employer carrier is actively
enrolling new insureds who are small employers.

Sec. 4. Section 513B.4, subsection 1, paragraph d, Code
Supplement 1991, is amended to read as follows:

d. 1In the case of health benefit plans issued prior to
July 1, 1991, a premium rate for a rating period may exceed

the ranges described in subsection 1, paragraph "a" or "b" of
thrs-seetion, for a period of five three years following July
1, #99% 1992. 1In such case, the percentage increase in the
premium rate charged to a small employer in such a class of

business for a new rating period may not exceed the sum of the
following:

(1) The percentage change in the new business premium rate
measured from the first day of the prior rating period to the
first day of the new rating period. In the case of a class of
business for which the small employer carrier is not issuing
new policies, the small employer carrier shall use the
percentage change in the base premium rate, provided that the

change does not exceed, on a percentage basis, the change in

the new business premium rate for the most similar health
benefit plan into which the small employer carrier is actively
enrolling new insureds who are small employers.

{2) Any adjustment due to change in coverage or change in
the case characteristics of the small employer as determined

from the small employer carrier's rate manual for the class of
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Sec. 5. Section 513B.4, subsection 1, paragraph e, Code
Supplement 1991, is amended by striking the paragraph and
inserting in lieu thereof the following:

e. Any adjustment in rates for claims experience, health
status, and duration of coverage shall not be charged to
individual employees or dependents. Any such adjustment shall
be applied uniformly to the rates charged for all employees
and dependents of the small employer.

Sec. 6. Section 513B.4, subsection 2, Code Supplement
1991, is amended by adding the following new unnumbered
parz2graphs:

NEW UNNUMBERED PARAGRAPH. For purposes of this subsection,
case characteristics may include industry classification,
provided that the highest rate factor associated with any
industry classification shall not exceed the lowest rate
factor associated with any industry classification by more

than fifteen percent. However, case characteristics other

than age, industry classification, geographic area, family
composition, and group size shall not be used by a small
employer carrier without the prior approval of the
commissioner.

NEW UNNUMBERED PARAGRAPH. Rating factors shall produce
premiums for identical groups which differ only by amounts
attributable to plan design and do not reflect differences due
to the nature of the groups assumed to select particular
heaith benefit plans. A small employer carrier shall treat
all health benefit plans issued or renewed in the same

calendar month as having the same rating period.

Sec. 7. Section 513B.4, Code Supplement 1991, is amended
by adding the following new subsection:

NEW SUBSECTION. 2A. For purposes of this section, a
health benefit plar that utilizes a restricted provider
network shall not be considered similar coverage to a health

benefit plan that does not utilize such a network, provided

-4 -
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that utilization of the restricted provider network results in
substantial differences in claims costs.

Sec. 8. Section 513B.5, subsection 1, Code Supplement
1991, is amended by adding the following new paragraphs:

NEW PARAGRAPH. f. Repeated misuse of a provider network

provision,

NEW PARAGRAPH. g. The commissioner finds that the
continuation of the coverage is not in the best interests of
the policyholders or certificate holders, or would impair the
carrier's ability to meet its ccntractual obligations, If

nonrenewal occurs as a result of findings pursuant to this
paragraph, the commissioner shall assist affected small
employers in finding replacement coverage.

Sec. 9. Section 513B.5, subsection 2, unnumbered paragraph
1, Code Supplement 1991, is amended to read as fcllows:

A small employer carrier may cease to renew all plans under
a class of business, or all classes of business in a defined
geographic region if the carrier is a health maintenance
organization. The small employer carrier shall provide notice
at least mtnmety one hundred eighty days prior to termination
of coverage to all affected health benefit plans and to the
commissioner in each state in which an affected insured
individual 1s known to reside. A small employer carrier which

exercises its right to cease to renew all plans in a class of
business shall not do either or both of the following:

Sec. 10. Section 513B.6, subsection 3, Code Supplement
1991, is amended by striking the subsection and inserting in
lieu thereof the following:

3. The provisions relating to any preexisting condition
provision.

Sec. 11. NEW SECTION. S513B.7A AVAILABILITY OF COVERAGE.

l. a. A small employer carrier, as a condition of

transacting business in this state with small employers, shall
actively offer to small employers at least two health benefit
plans. One health benefit plan offered by each small employer




LB AT I

carrier shall be a basic health benefit plan and one plan
shall be a standard health benefit plan.

b. (1) A small employer carrier shall issue a basic
health benefit plan or a standard health benefit plan to an
eligible small employer that applies for either plan and
agrees to make the required premium payments and to satisfy
the other reasonable provisions of the health benefit plan not
inconsistent with this chapter.

(2) A small employer carrier establishing more than one
class of business shall maintain and issue to eligible small
employers at least one basic health benefit plan and at least
one standard health benefit plan in each class of business
established. A small employer carrier may apply reasoconable
criteria in determining whether to accept a small employer
provided all of the following apply:

fa) The criteria are not intended to discourage or prevent
acceptance of small employers applying for a basic or standard
health benefit plan.

{b) The criteria are not related to the health status or
claims experience of the small employer.

(c) The criteria are applied consistently to all small
employers applying for coverage in the class of business.

(d) The small employer carrier provides for the acceptance
of all eligible small employers into one or more classes of
business.

The provisions of this subparagraph do not apply to a class
of business into which the small employer carrier is no longer
enrclling new insureds who are small employers.

(3) For purposes of this lettered paragraph, a small
employer is eligible if it employed at least two or more
eligible employees within this state on at least fifty percent
of its days of operation during the preceding calendar
guarter. The provisions of this lettered paragraph shall be
effective one hundred eighty days after the commissioner's

approval of the basic health benefit plan and the standard
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health benefit plan. .

2. a. A& small employer carrier shall file with the
commissioner, in a form and manner prescribed by the
commissioner, the basic health benefit plans and the standard
health benefit plans to be used by the carrier. A health
benefit plan filed pursuant to this paragraph may be used by a
small employer carrier beginning thirty days after it is filed
unless the commissioner disapproves its use.

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

3. A health benefit plan providing coverage for small
employers shall satisfy all of the following:

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

{1) A condition that would cause an ordinarily prudent

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

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

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

b. The plan shall waive any time period applicable to a
preexisting condition exclusion or limitation period with
respect to particular services for the period of time an
individual was previously covered by qualifying previous .
coverage that provided benefits with respect to such service,
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provided that the qualifying previous coverage was continuous
to a date not less than thirty days prior to the effective
date of the new coverage. This paragraph does not preclude
application of any waiting period applicable to all new
enrollees under the health benefit plan.

¢. The plan may exclude coverage for late enrollees for
the greater of eighteen months or an eighteen-month
preexisting condition period, provided that if both a period
of exclusion from coverage and a preexisting condition
exclusion are applicable to a late enrollee, the combined
period shall not exceed eighteen months from the date the
individual enrolls for coverage under the health benefit plan.

d. {l) Except as provided in subparagraph (3},
requirements used by a small emplover carrier in determining
whether to provide coverage to a small employer, including
requirements for minimum participation of eligible employees
and mirimum employer contributions, shall be applied uniformly
among all small employers with the same number of eligible
employees applying for coverage or receiving coverage from the
small employer carrier.

(2) A small employer carrier may vary application of
minimum participation requirements and minimum employer
contribution requirements only by the size of the small
employer group.

(3) Except as provided in this subparagraph, a small
employer carrier shall not consider employees or dependents
who have qualifying existing coverage in determining whether
the applicable percentage of participation is met under the
applicable minimum participation requirements. However, with
respect to a small employer with ten or fewer eligible
employees, a small employer carrier may consider employees or
dependents who have coverage under another health benefit plan
sponsored by the small employer when applying minimum
participation requirements.

{4) A small employer carrier shall not increase any

-8-
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requirement for minimum employee participation or any .
requirement for minimum employer contribution applicable to a
small employer at any time after the small employer has been
accepted for coverage. For any plan issued prior to July 1,
1992, a carrier may, upon approval of the commissioner,
increase a minimum employee participation requirement or a
minimum employer contribution requirement consistent with
chapter 509,

e. (1) 1If a small employer carrier offers coverage to a
small employer, the small employer carrier shall offer
coverage to all eligible employees of the small employer and
the employees' dependents. A small employer carrier shall not
offer coverage to only certain individuals in a small employer
group or to only part of the group, except as permitted with

X~ N s W N

regard to late enrollees.

(2} A small employer carrier shall not modify a basic or
standard health benefit plan with respect to a small employer
or any eligible employee or dependent through riders,
endorsements, or other means, to restrict or exclude coverage
for certain diseases or medical conditions otherwise covered
by the health benefit plan.

4. a. A small employer carrier shall not be required to
offer coverage or accept applications pursuant to this sectiocn
where any of the following apply:

(1) To a small employer, where the small employer is not
physically located in the carrier's established geographic
service area.

{(2) To an employee, when the employee does not work or
reside within the carrier's established geographic service
area.

{3) Within an area where the small employer carrier
reasonably anticipates and demonstrates to the satisfaction of
the commissioner that it will not have the capacity within the
carrier's established geographic service area to deliver .
service adequately to the members of such groups because of

-0 -
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the carrier's obligations to existing group policyholders and

enrollees,

b. A small employer carrier not required to offer coverage
or accept applications pursuant to paragraph "a", subparagraph
{3), shall not offer coverage in the applicable area to new
employer groups with more than twenty-five eligible employees
or to any small employer groups until the later of one hundred
eighty days following such refusal or the date on which the
carrier notifies the commissioner that it has regained
capacity to deliver services to small employer groups.

5, A small employer carrier shall not be required to offer
coverage to small employers pursuant to subsection 1 for any
period of time where the commissioner determines that the
acceptance of the offers by small employers in accordance with
subsection 1 would place the small employer carrier in a
financially impaired condition.

Sec. 12. NEW SECTION. 513B.7B NOTICE OF INTENT TO
OPERATE AS A RISK-ASSUMING CARRIER OR REINSURING CARRIER.

1. a. A small employer carrier authorized to transact the

business of insurance in this state shall notify the
commissioner at the time of authorization of the carrier's
intention to operate as a risk-assuming carrier or a
reinsuring carrier. A small employer carrier seeking tc
operate as a risk-assuming carrier shall make an application
pursuant to section 513B.7C.

b. The notification of the commissioner concerning the
carrier's intention pursuant to paragraph "a" is binding for a
five-year period from the date notification is given, except
that the initial notification given by carriers after the
effective date of this Act is binding for a two-year period.
The commissioner may permit a carrier to modify the carrier’s
decision at any time for good cause.

c. The commissioner shall establish an application process
for small employer carriers seeking to change their status

pursuant to this subsection.
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2. A reinsuring carrier that applies and is approved to .
operate as a risk-assuming carrier shall not be permitted to
continue to reinsure any health benefit plan with the program.
The carrier shall pay a prorated assessment based upon
business issued as a reinsuring carrier for any portion of the
year that the business was reinsured.
Sec. 13. NEW SECTION. 513B.7C APPLICATION TO BECOME A
RISK~-ASSUMING CARRIER,
9 l. A small employer carrier may apply to become a risk-
10 assuming carrier by filing an application with the

L O s W N

11 commissicner in a form and manner prescribed by the

12 commigsioner.

13 2. In evaluating an application made pursuant to this
14 section, the commissioner shall consider the following

15 factors:

16 a. The carrier's financial condition.

17 b. The carrier's history of rating and underwriting small

18 employer groups. .
19 c. The carrier's commitment to market fairly to all small

20 employers in the state or the carrier's established geographic
21 service area, as applicable.

22 d. The carrier's experience with managing the risk of

23 small employer groups.

24 3. The commissioner shall provide public notice of an

25 application by a small employer carrier to be a risk-assuming
26 carrier and shall provide at least a sixty-day period for

27 public comment prior to making a decision on the application.
28 If the application is not acted upon within ninety days of the
29 receipt of the application by the commissioner, the carrier

30 may request a hearing.

31 4. The commissioner may rescind the approval granted to a
32 risk-assuming carrier under this section if the commissioner
33 finds any of the following:

34 a. The carrier's financial cendition will no longer .
35 support the assumption of risk from issuing coverage to small

-11-
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employers in compliance with section 513B.7A without the
protection provided by the program.

b. The carrier has failed to market fairly to all small
employers in the state or the carrier’'s established geographic
service area, as applicable.

¢. The carrier has failed to provide coverage to eligible
small employers as required under section S513B.7A.

5. A small employer carrier electing to be a risk-~assuming
carrier shall not be subject to the provisions of section
513B.7D.

Sec. 14. NEW SECTION. 513B.7D SMALL EMPLOYER CARRIER
REINSURANCE PROGRAM.

1. A nonprofit corporation is established to be known as
the Iowa small employer health reinsurance program.

2. A reinsuring carrier is subject to this program.

3. a. The program shall operate subject to the
supervision and control of a board. Subject to the provisions
of paragraph "b", the board shall consist of nine members
appointed by the commissioner, and the commissioner or the
commissioner's designee, who shall serve as an ex officio

member and as chairperson of the board.

b. In appointing the members of the board, the
commissioner shall include representatives of small employers
and small employer carriers and such other individuals as
determined to be qualified by the commissioner. At least five
of the members of the board shall be representatives of
reinsuring carriers and shall be selected from individuals
nominated by small employer carriers in this state pursuant to

procedures and guidelines provided by rule of the

commissioner.

c. The initial board members shall be appointed as
follows:

(1) Three members shall be appointed for a term of two

years.
(2) Three members shall be appointed for a term of four

_12__
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years.
(3) Three members shall be appointed for a term of six

years.

d. Subsequent members shall be appointed for terms of
three years. A board member's term shall continue until the
member's successor 1s appointed.

e. A vacancy in the board shall be filled by the
commissioner for the remainder of the term. A member of the
board may be removed by the commissioner for cause.

4. The board, within one hundred eighty days after the
initial appointments, shall submit a plan of operation to the
commissioner. The commissioner, after notice and hearing, may
approve the plan of operation if the commissioner determines
that the plan is suitable to assure the fair, reasonable, and
equitable administration of the program, and provides for the
sharing of program gains and losses on an equitable and
proportionate basis in accordance with the provisions of this
section. The plan of operation is effective upon written
approval of the commissioner. After the initial plan of
operation is submitted and approved by the commissioner, the
board may submit to the commissioner any amendments to the
plan necessary or suitable to assure the fair, reasonable, and
equltable administration of the program.

5. If the board fails to submit a plan of operation within
one hundred eighty days after the board's appointment, the
commissioner, after notice and hearing, shall establish and
adopt a temporary plan of operation. The commissioner shall
amend or rescind a plan adopted pursuant to this subsection at
the time a plan is submitted by the board and approved by the
commissioner.

6. The plan of operation shall do all of the following:

a. Establish procedures for the handling and accounting of
program assets and moneys, and for an annual fiscal reporting
to the commissioner.

b. Establish procedures for selecting an administering

-13_.
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carrier and setting forth the powers and duties of the
administering carrier.

c. Establish procedures for reinsuring risks in accordance
with the provisions of this section.

d. Establish procedures for collecting assessments from
reinsuring carriers to fund claims and administrative expenses
incurred or estimated to be incurred by the program.

e. Provide for any additional matters necessary to
implement and administer the program.

7. The same general powers and authority granted under the
laws of this state to insurance companies and health
mainterance organizations licensed to transact business in
this state may be exercised by the board under the program,
except the power to issue health benefit plans directly to

‘either groups or individuals. Additionally, the board is

granted the specific authority to do all or any of the
following:

a. Enter into contracts as necessary or proper to
administer the provisions and purposes of this chapter,
including the authority, with the approval of the
commissioner, to enter into contracts with similar programs in
other states for the joint performance of common functlons or
with persons or other organizations for the performance of
administrative functions.

b. Sue or be sued, including taking any legal action
necessary or proper to recover any assessments and penalties
for, on behalf of, or against the program or any reinsuring
carriers.

c. Take any legal action necessary to avoid the payment of
improper claims made against the program.

d. Define the health benefit plans for which reinsurance
will be provided, and issue reinsurance policies, pursuant to
this chapter.

e. Establish rules, conditions, and procedures for

reinsuring risks under the program.

_14_.
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f. Establish and implement actuarial functions as
appropriate for the operation of the program.

g. Assess reinsuring carriers in accordance with the
provisions of subsection 11, and make advance 1lnterim
assessments as may be reasonable and necessary for
organizational and interim operating expenses. Any interim
assessments shall be credited as offsets against any regular
assessments due following the close of the calendar year.

h. Appoint appropriate legal, actuarial, and other
committees as necessary to provide technical assistance in the
operation of the program, policy and other contract design,
and any other function within the authority of the program.

i. Borrow money to effect the purposes of the program.

Any notes or other evidence cof indebtedness of the program not
in default are legal investments for carriers and may be
carried as admitted assets.

8. A reinsuring carrier may reinsure with the program as
provided i1n this section.

a. With respect to a basic health benefit plan or a
standard health benefit plan, the program shall reinsure the
level of coverage provided and, with respect to other plans,
the program shall reinsure up to the level of coverage
provided in a basic or standard health benefit plan.

b. A small employer carrier may reinsure an entire
employer group within sixty days of the commencement of the
group's coverage under a health benefit plan.

C. A reinsuring carrier may reinsure an eligible employee
or dependent within a period of sixty days following the
commencement of the coverage with the small employer. A newly
eligible employee or dependent of a reinsured small employer
may be reinsured within sixty days of the commencement of such
person's coverage.

d. (1) The program shall nct reimburse a reinsuring
carrier with respect to the claims of a reinsured employee or

dependent until the small employer carrier has incurred an

-15=-
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initial level of claims for such employee or dependent of five
thousand dollars in a calendar year for benefits covered by
the program. In addition, the reinsuring carrier is
responsible for ten percent of the next fifty thousand dollars
of incurred claims during a calendar year and the program
shall reinsure the remainder. A reinsuring carrier's
liability under this subparagraph shall not exceed a maximum
limit of ten thousand dollars in any one calendar year with
respect to any reinsured individual.

{2) The board annually shall adjust the initial level of
claims and the maximum limit to be retained by the small
employer carrier to reflect increases in costs and utilization
within the standard market for health benefit plans within the
state. The adjustment shall not be less than the annual
change in the medical component of the "consumer price index
for all urban consumers" of the United States department of
labor, bureau of labor statistics, unless the board proposes
and the commissioner approves a lower adjustment factor,

e. A small employer carrier may terminate reinsurance for
one or more of the reinsured employees or dependents of small
employer on any plan anniversary date.

f. Premium rates charged for reinsurance by the program to
a health maintenance organization that is federally qualified
under 42 U.S.C. § 300c(c){2)(A), and is thereby subject to
requirements that limit the amount of risk that may be ceded
to the program that are more restrictive than those specified
in paragraph "d", shall be reduced to reflect that portion of
the risk above the amount set forth in paragraph "d" that may
not be ceded to the program, 1f any.

9. a. The board, as part of the plan of operation, shall
establish a methodology for determining premium rates to be
charged by the program for reinsuring small employers and
individuals pursuant to this section. The methodology shall
include a system for classification of small employers that
reflects the types of case characteristics commonly used by

_16...
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small employer carriers in the state. The methodology shall
provide for the development of base reinsurance premium rates,
which shall be multiplied by the factors set forth in
paragraph "b" to determine the premium rates for the program.
The base reinsurance premium rates shall be established by the
board, subject to the approval of the commissioner, and shall
be set at levels which reasonably approximate gross premiums
charged to small employers by small employer carriers for
health benefit plans with benefits similar to the standard
health benefit plan.

b. Premiums for the program shall be as follows:

(1) An entire small employer group may be reinsured for a
rate that is one and one-half times the base reinsurance
premium rate for the group established pursuant to this

subsection.
{2) An eligible employee or dependent may be reinsured for
a rate that is five times the base reinsurance premium rate

for the individual established pursuant to this subsection.

c. The board periodically shall review the methodology
established under paragraph "a", including the system of
classification and any rating factors, to assure that it
reasonably reflects the claims experience of the program. The
board may propose changes to the methodology which shall be
subject to the approeval of the commissioner.

10. If a health benefit plan for a small employer is
entirely or partially reinsured with the program, the premium
charged to the small employer for any rating period for the
coverage issued shall meet the requirements relating to
premium rates set forth in section 513B.4.

11. a. Prior to March 1 of each year, the board shall
determine and report to the commissioner the program net loss
for the previous calendar year, including administrative
expenses and incurred losses for the year, taking into account
investment income and other appropriate gains and losses.

b. Any net loss for the year shall be recouped by
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assessments of reinsuring carriers.

(1) The board shall establish, as part of the plan of
operation, a formula by which to make assessments against
reinsuring carriers. The assessment formula shall be based on
both of the following:

(a) Each reinsuring carrier's share of the total premiums
earned in the preceding calendar year from health benefit
plans delivered or issued for delivery to small employers 1in
this state by reinsuring carriers.

(b) Each reinsuring carrier's share of the premiums earned
in the preceding calendar year from newly issued health
henefit plans delivered or issued for delivery during such
calendar year to small employers in this state by reinsuring
carriers.

{(2) The formula established pursuant to subparagraph (1)
shall not result in any reinsuring carrier having an
assecssment share that is less than fifty percent nor more than
one hundred fifty percent of an amount which is based on the
proportion of the reinsuring carrier's total premiums earned
in the preceding calendar year from health benefit plans
delivered or issued for delivery to small employers in this
state by reinsuring carriers to total premiums earned in the
preceding calendar year from health benefit plans delivered or
issued for delivery to small employers in this state by all
reinsuring carriers,

(3) The board, with approval of the commissioner, may
change the assessment formula established pursuant to
subparagraph (1) from time to time as appropriate. The board
may provide for the shares of the assessment base attributable
to premiums from all health benefit plans and to premiums from
newly issued health benefit plans to vary during a transition
period.

(4) Subject to the approval of the commissioner, the board
shall make an adjustment to the assessment formula for

reinsuring carriers that are approved health maintenance

_18_
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organizations which are federally qualified under 42 U.S.C. § .

300 et seq., to the extent, if any, that restrictions are

placed on them that are not imposed on other small employer
carriers,

{5) Premiums and benefits paid by a reinsuring carrier
that are less than an amount determined by the board to
justify the cost of collection shall not be considered for

¢ B N = ¢ - S R S

purposes of determining assessments.
9 c. {1) Prior to March 1 of each year, the board shall

10 determine and file with the commissioner an estimate of the

11 assessments needed to fund the losses incurred by the program

12 in the previous calendar year.

13 {2) If the board determines that the assessments needed to

14 fund the losses incurred by the program in the previous

15 calendar year will exceed the amount specified in subparagraph

16 (3), the board shall evaluate the operation of the program and

17 report 1ts findings, including any recommendations for changes

18 to the plan of operation, to the commissicner within ninety .
19 days following the end of the calendar year in which the

20 losses were incurred. The evaluation shall include: an

21 estimate of future assessments, the administrative costs of

22 the program, the appropriateness of the premiums charged, and

23 the level of insurer retention under the program and the costs

24 of coverage for small employers. If the board fails to file

25 the report with the commissicner within ninety days following
26 the end of the applicable calendar year, the commissioner may
27 evaluate the operations of the program and implement such

28 amendments to the plan of operation the commissioner deems

29 necessary to reduce future losses and assessments.

30 (3) For any calendar year, the amount specified in this
31 subparagraph is five percent of total premiums earned in the
32 previous year from health benefit plans delivered or issued

33 for delivery to small employers in this state by reinsuring

34 carriers.
(4) If assessments in each of two consecutive calendar
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years exceed by ten percent the amount specified in
subparagraph (3), the commissioner may relieve carriers from
any or all of the regulations of this chapter or take such
other actions as the commissioner deems equitable and
necessary to spread the risk of loss and assure portability of
coverages and continuity of benefits so as to reduce
assessments to ten percent or less of that amount specified in
subparagraph (3).

d. 1f assessments exceed net losses of the program, the
excess shall be held in an interest-bearing account and used
by the board to offset future losses or to reduce program
premiums. As used in this paragraph, "future losses" includes
reserves for incurred but not reported claims.

e. Each reinsuring carrier's proportion of the assessment
shall be determined annually by the board based on annual
statements and other reports deemed necessary by the board and
filed by the reinsuring carriers with the board.

f. The plan of operation shall provide for the imposition
of an interest penalty for late payment of assessments.

g. A reinsuring carrier may seek from the commissioner a
deferment from all or part of an assessment imposed by the
board. The commissioner may defer all or part of the
assessment of a reinsuring carrier if the commissioner
determines that the payment of the assessment would place the
reinsuring carrier in a financially impaired condition. If
all or part of an assessment against a reinsuring carrier 1is
deferred, the amount deferred shall be assessed against the
other participating carriers in a manner consistent with the
basis for assessment set forth in this subgcection. The
reinsuring carrier receiving such deferment shall remain
liable to the program for the amount deferred and shall be
prohibited from reinsuring any individuals or groups in the
program until such time as it pays such assessments.

12. The participation in the program as reinsuring
carriers, the establishment of rates, forms, or procedures, or

-20-
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any other joint or collective action required by this chapter
shall not be the basis of any legal action, criminal or civil
liability, or penalty against the program or any of its
reinsuring carriers either jointly or separately.

13. The board, as part of the plan of operation, shall
develop standards setting forth the manner and levels of
compensation to be paid to producers for the sale of basic and
standard health benefit plans. In establishing such
standards, the board shall take into consideration all of the
following:

a. The need to assure the broad availability of coverages.

b, The objectives of the program.

¢. The time and effort expended in placing the coverage.

d. The need to provide ongoing service to the small
employer.

e. The levels of compensation currently used in the
industry.

f. The overall costs of coverage to small employers
selecting these plans.

14. The program is exempt from any and all state or local
taxes.

Tec. 15. NEW SECTION. 513B.7E PERIODIC MARKET
EVALUATION.

The board shall study and report at least every three years
to the commissioner on the effectiveness of this chapter. The
report shall analyze the effectiveness of the chapter in

promoting rate stability, product availability, and coverage
affordability. The report may contain recommendations for
actions to improve the overall effectiveness, efficiency, and
fairness of the small group health insurance marketplace. The
report shall address whether carriers and producers are fairly
and actively marketing or issuing health benefit plans to
small employers in fulfillment of the purposes of this
chapter, The repor~ may contain recommendations for market

conduct or other regulatory standards or action,
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Sec. 16. Section 513B.8, Code Supplement 1991, is amended
to read as follows:

513B.8 DISCRETION OF THE CCMMISSIONER.,

1l. The commissicner may suspend all or any part of section
513B.4 as to the premium rates applicable to one or more small
employers for one or more rating periods upon a filing by the
small employer carrier and a finding by the commissioner that
the suspension is reasonable in light of the financial
condition of the carrier or that the suspension would enhance
the efficiency and fairness of the marketplace for small
employer health insurance,

2, -The commissioner shall with all due diligence adopt by
rule a system for health insurance access by individuals,

which may include the recommendations of the national

association of insurance commissioners concerning health

lnsurance access by individuals, provided that the final

recommendations are generally consistent with the following

principles:
a. Guaranteed transferability of benefits or eligibility,

with no new preexisting condition waiting periods or
individual underwriting, for individuals switching insurance

carriers, for persons who are receiving assistance pursuant to

chapter 2492, or persons who are provided health insurance

coverage pursuant to the person's service as a member of a
branch of the armed forces of the United States.

b. A risk transfer or sharing device to equitably
distribute the risk of adverse selection posed to insurers by

quaranteed access.

3. Within six months ¢of adopting any rule pursuant to
subsection 2, the commissioner shall prepare and deliver a

report to the general assembly regarding the success, if any,
of the rules, and make such recommendations as necessary,

including offering proposed legislation, to effectuate the
general assembly's goals of guaranteeing access to health

insurance by individuals and retention of currently insured
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persons within the private health insurance market, regardless .
of change in status or insurance carrier.

4. The commissioner may suspend ¢or mcdify the normal work
Wweek requirement of thirty or more hours under the definition
of eligible employee upon a finding by the commissioner that
the suspension would enhance the availability of health in-
surance to employees of small employers.

EXPLANATION
This bill amends chapter 513B relating to small group

health benefit plans. The bill expands the applicability of
that chapter to include all insurers and coverage available to
all small employers. The bill provides further restrictions
on the increase in new business premium rates.

The bill provides that any adjustment in rates for claims
experlience, health status, and duration of coverage is not to
be charged to individual employees, but must be uniformly
applied to all employees and dependents of the small employer.

The bill restricts the use of case characteristics and .
their impact on small group rates. The bill provides that an
insurer can refuse to renew a policy for two additional
reasons including repeated misuse of a provider network, or if
tine commissicner finds that continuation of the coverage is
not in the best interests of the policyholders or certificate
holders or continuation would impair the carrier's ability to
meet its contractual obligations.

The bill increases the time prior to which notice of
nonrenewal of all plans by a carrier must be given from 90 to
180 days. The bill provides that all small employer carriers
must cffer at least two plans including a basic health beneéit
plan and a standard health benefit plan. The bill requires a
small employer carrier offering coverage to a small employer
to offer coverage to all eligible employees of the small
employer, and not only to certain individuals in a small
employer group, except as provided for late enrollees. The .
bill provides that an employee previously covered by a

_23..




O~ N s W b

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

qualifying plan cannot be denied subsequent qualifying
coverage for a preexisting condition and precludes application
of any waiting period.

The bill provides for the authorization of a carrier to act
as a risk-assuming carrier, and creates a reinsurance program
which 1s subject to the supervision and control of a board.
The board is also to study the effectiveness of the small
group insurance program at least every three years.

The bill also authorizes the commissioner to adopt
recommendations of the national association of insurance
commissioners concerning health insurance access for certain
individuals subject to the principles of guaranteed
transferability of benefits or eligibility and the equitable
distribution of the risk of adverse selection. The
commissioner is also given the authority to suspend or modify
the normal work week requirement of 30 or more hours under the
definition of an eligible employee if the suspension or
modification will enhance the availability of health insurance

coverage to employees of small employers.
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Aamend House File 2370 as ZoLiows:

1. Page 1, by inserting after line 2, the
followlng:

"NEW SUBSECTION. 2A. "“"Basic health benelit pian”
means a plan whicn is offered pursuant to chapter
514H."

2. Page 1, by inserting after line 35, tne
following:

"NEW SUBSECTION. 10A. "Qualifying previous
coverage” and "qualifying existing coverage' mean
benefits or coverage proviced under any of the
following:

a. Chapter 249A, or coverage provided pursuant to
the person's service as a member of a branch of the
armed forces of the United States.

b. Aan employer-based health insurance or health
benefit arrangement that provides benefits similar to
or exceeding benefits provided under a basic health
benefit plan.

c. An individual health insurance poiicy or
contract issued by a carrier which provides benefits
similar to or exceed‘ng the benefits provided under
rhe basic health benefit plan, provided tne poiicy or
contract has been in effect for a period of at least
one year.

NEW SUBSECTION. 14. "Standard health benefit
plan” means a hospital or medical expense-incurred
policy or certificate, hospital or medical service
plan contract, or health maintenance orgaﬂlzahlon
subscriber contract A standard health benefit plan
does not include accident only, credit, dental, or
disabiiity income insurance coverage issued as a
supplement to liability insurance, workers'
compensation or similar lnsurance, or automobile
medical payment insurance."

3. Page 4, line 22, by inserting after the word
"commissioner." the following: "Gender may be used by
a small employer carrier as a case characteristic
provided the insurance division nas conducted an
independent actuarial study that determlﬁec the use of
gender to be actuarially justif:ed and, ther efore, an
allowed case characteristic. The :tudy shall be based
upon Iowa data to the extent the data is stat:istically

alid or actuarially sound. The ccmmissioner may
assess the cost of tne study to health lnsurance
carr:ers admicted to this state pursuant To tne
procedures established for the assessment of fees and
charges against certain insurers under section 507D.4.
The commissioner, upon receipt of the findings of the
study, snall adopt rules pronhibiting or permitting the

H-5267 -1-
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H-5267
Page 2
1 use of gender as an allowed case characterlstic as
2 determined by the study.”
3 4. By striking page 22, iine 12, through page 23,
$ line 2.
5 5. 3y renumbering as necessary.

By OSTERBERG of Linn
PLASIER of Sioux
HAMMOND of Story
H-5267 FILED MARCH 11, 1992
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Section 1. Section 513B.2, Code Supplement 1991, is
amended by adding the following new subsections:

NEW SUBSECTION. 2A. "Basic health beneflt plan" means a
plan which is offered pursuant to chapter S514H.

NEW SUBSECTION. 7A. "“Eligible employee" means an employee
who works on a full-time basis and has a normal work week of
thirty or more hours. The term includes a sole proprietor, a
partner of a partnership, and an independent contractor, if
the sole proprietor, partner, or independent contractor is
included as an employee under a health benefit plan of a small
employer, but does not include an employee who works on a

part-time, temporary, or substitute basis.
NEW SUBSECTION. 9A. ™"Late enrollee" means an eligible
employee or dependent who requests enrollment in a health

benefit plan of a small employer following the initial
enrollment period for which Sucﬁ individual 1is entitled to
enroll under the terms of the health benefit plan, provided
the initial enrollment period is a period of at least thirty
days. An eligible employee or dependent shall not be
considered a late enrollee if any of the following apply:

a. The individual meets all of the following:

{l) The individual was covered under gqualifying previous
coverage at the time of the initial enrollment,

(2} The individual lost coverage under qualifying previous
coverage as a result of termination of the individual's
employment or eligibility, the involuntary termination of the
qualifying previous coverage, death of the individual's
spouse, or the individual's divorce.

{3) The individual requests enrollment within thirty days
after termination of the qualifying previous coverage.

b. The individual is employed by an employer that offers
multiple health benefit plans and th=2 individual elects a
different plan during an open enrcollment period.

c. A court has ordered that coverage be provided for a

spouse or minor or dependent child under a covered employee's

»
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health benefit plan and the request for enrollment is made
within thirty days after issuance of the court order.

NEW SUBSECTION. 10A. "Qualifying previous coverage" and
"qualifying existing coverage" mean benefits or coverage

provided under any of the following:

a. Chqg;er 2494, or coveragg_grovided_ggfsuant to the
person's service as a member of a branch of the armed forces
of the United States.

b. An employer-based health insurance or health benefit
arrangement that provides benefits similar to or exceeding
benefits provided under a basic health benefit plan.

¢. An individual health insurance policy or contract
issued by a carrier which provides benefits similar to or
exceeding the benefits provided under the basic health benefit
plan, provided the policy or contract has been in effect for a
period of at least one year. )

NEW SUBSECTION. 14. "Standard health benefit_glan" means
a hospital or medical expense-incurred policy or certificate,
hospital or medical service plan contract, or health
maintenance organization sub;criber contract. A standard
health benefit plan doces not include accident-only, credit,
dental, or disability income insurance coverage issued as a
supplement to liability insurance, workers' compensation or

similar insurance, or automobile medical payment 1insurance.
Sec. 2. Section 513B.3, Code Supplement 1991, is amended
by striking the section and inserting in lieu thereof the

following:

513B.3 APPLICABILITY AND SCOPE.

This chapter applies to a health benefit plan providing
coverage to the employees of a small employer in this state if
any of the following apply:

l. Any portion of the premium or benefits is paid by or on
behalf of the small employer.

2. An eligible employee or dependent is reimbursed in any
manner by or on behalf of the small employer for any portion

-2-
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of the premium or benefits.

3. The health benefit plan is treated by the employer or
any of the eligible employees or dependents as part of a plan
or program for the purposes of section 106, 125, or 162 of the
Internal Revenue Code as defined in section 422.3.

4. a. Except as provided in paragraph "b", for purposes
of this chapter, carriers that are affiliated companies or
that are eligible to file a consolidated tax return shall be
treated as one carrier and any restrictions or limitations
imposed by this chapter shall apply as if all health benefit
plans delivered or issued for delivery to small employers in
this state by such carriers were issued by one carrier.

b. An affiliated carrier which is a health maintenance
organization possessing a certificate of authority issued
pursuant to chapter 514B shall be considered to be a separate
carrier for the purposes of .this chapter.

¢. Unless otherwise authorized by the commissionef, a-
small employer carrier shall not enter into one or more ceding
arrangements with respect to health benefit plans delivered or
issued for delivery to small employers in this state if the
arrangements would result in less than fifty percent of the
insvrance obligation or risk for such health benefit plans
being retained by the ceding carrier.

Sec. 3. Section 513B.4, subsection-l, paragraph c,
subparagraph (1), Code Supplement 1991; isjamehded to read as
follows:

{l) The percentage change in the new business premium rate
measured from the first day of the prior rating period to the
first day of the new rating period. In the case of a class of
business for which the small employer carrier is not issuing
new policies, the small employer carrier shall use the
percentage change in the base premium rate, provided that the

change does not exceed, on a percentage basis, the change in

the new business premium rate for the most similar health

benefit plan into which the small employer carrier is actively

-3~
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enrolling new insureds who are small employers.

Sec. 4., Section 513B.4, subsection 1, paragraph d, Code
Supplement 1991, is amended to read as follows:

d. In the case of health benefit plans issued prior to
July 1, 1991, a premium rate for a rating period may exceed
the ranges described in subsection 1, paragraph "a" or "b" ef
this-section, for a period of £ive three years following July
1, 359% 1992. 1In such case, the percentage increase in the
premium rate charged to a small employer in such a class of
business for a new rating period may not exceed the sum of the
following: \

(1) The percentage change in the new business premium rate
measured from the first day of the prior rating period to the
first day of the new‘rating period. In the case of a class of
business for which the small employer carrier is not issuing
new policies, the small employer carrier shall use the
percentage change in the base premium rate, provided that the

change does not exceed, on a percentage basis, the change in
the new business premium rate for the most similar health
benefit plan into which the small employer carrier is actively
enrolling new insureds who are small employers.

(2) Any adjustment due to change in coverage or change in
the case characteristics of the small employer as determined

from the small employer carrier's rate manual for the class of
business.
Sec. 5. Section 513B.4, subsection 1, paragraph e, Code

Supplement 1991, is amended by striking the paragraph and
inserting in lieu thereof the following:

e. Any adjustment in rates for claims experience, health
status, and duration of coverage shall not be charged to
individual employees or dependents. Any such adjustment shall
be applied uniformly to the rates charged for all employees
and dependents of the small employer.

Sec. 6. Section 513B.4, subsection 2, Code Supplement
1991, is amended by adding the following new unnumbered

-4-
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paragraphs:

NEW UNNUMBERED PARAGRAPH. For purposes of this subsection,
case characteristics may include industry classification,
provided that the highest rate factor associated with any
industry classification shall not exceed the lowest rate
factor associated with any industry classification by more
than fifteen percent. However, case characteristics other

than age, industry classification, geographic area, family
composition, and group size shall not be used by a small
employer carrier without the prior approval of the
commissioner. Gender may be used by a small employer carrier

as a case characteristic provided the insurance division has
conducted an independent actuarial study that determined the
use of gender to be actuarially justified and, therefore, an
allowed case characteristic. The study shall be based upon
Iowa data to the extent the data is statistically wvalid or
actuarially sound. The commissioner may assess the cost of
the study to health insurance carriers admitted to this state
pursuant to the procedures established for the assessment of
fees and charges against certain insurers under section
507D.4. The commissioner, upon receipt of the findings of the

study, shall adopt rules prohibiting or permitting the use of
gender as an allowed case characteristic as determined by the

study.

NEW UNNUMBERED PARAGRAPH. Rating factors shall produce
premiums for identical groups which differ only by amounts
attributable to plan design and do not reflect differences due
to the nature of the groups assumed to select particular
health benefit plans. A small employer carrier shall treat
all health benefit plans issued or renewed in the same

calendar month as having the same rating period,

Sec. 7. Section 513B.4, Code Supnlement 1991, is amended
by adding the following new subsection: '

NEW SUBSECTION. 2A. For purposes of this section, a
health benefit plan that utilizes a restricted provider

-5-




L ~ R U B W R

e el e o A TS I TN BN R L R S T N e K R N R S T T o = S = N S S U U Ry W
A L T = R ¥ o B« < B B < S & 4 T N N = T = - TS T+ AT ¥ TR O G R N S S o

Hr., A 370

network shall not be considered similar coverage to a health
benefit plan that does not utilize such a network, provided
that utilization of the restricted provider network results in
substantial differences in claims costs.

Sec. 8. Section 513B.5, subsection 1, Code Supplement
1991, is amended by adding the following new paragraphs:

NEW PARAGRAPH. f. Repeated misuse of a provider network

provision.

NEW PARAGRAPH. g. The commissioner finds that the
continuation of the coverage is not in the best interests of
the policyholders or certificate holders, or would impair the
carrier's ability to meet its contractual obligations. If
nonrenewal occurs as a result of findings pursuant to this

paragraph, the commissioner shall assist affected small
employers in finding replacement coverage.

Sec. 9. Section 513B.5, subsection 2, unnumbered paragraph
1, Code Supplement 1991, is amended to read as follows:

A small employer carrier may cease to renew all plans under
a class of business, or all classes of business in a defined
geographic region if the carrier 1s a health maintenance
organization, The small employer carrier shall provide notice
at least ninety one hundred eighty days prior to termination
of coverage to all affected health benefit plans and to the
commissioner in each state in which an affected insured
individual is known to reside, A small employer carrier which
exercises its right to cease to renew all plans in a class of
business shall not do either or both of the following:

Sec. 10. Section 513B.6, subsection 3, Code Supplement
1991, is amended by striking the subsection and inserting in

lieu thereof the following:

3. The provisions relating to any preexisting condition
provision,

Sec. 11. NEW SECTION. 513B.7A AVAILABILITY OF COVERAGE.

1. a. A small employer carrier, as a condition of
transacting business in this state with small employers, shall

_6_
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actively offer to small employers at least two health benefit
plans. One health benefit plan offered by each small employer
carrier shall be a basic health benefit plan and one pian
shall be a standard health benefit plan.

b. (1) A small employer carrier shall issue a basic
health benefit plan or a standard health benefit plan to an
eligible small employer that applies for either plan and
agrees to make the required premium payments and to satisfy
the other reasonable provisions of the health benefit plan not
inconsistent with this chapter.

(2) A small employer carrier establishing more than one
class of business shall maintain and issue to eligible small
employers at least one basic health benefit plan and at least
one standard health benefit plan in each class of business
established. A small employer carrier may apply reasonable
criteria in determining whether to accept a small employer
provided all of the following apply:

(a) The criteria are not intended to discourage or prevent
acceptance of small employers applying for a basic or standard
health benefit plan.

{b) The criteria are not related toc the health status or
c'a‘ms experience of the small employer.

{c) The criteria are applied consistently to all small
employers applying for coverage in the class of business.

(d) The small employer carrier provides for the acceptance
of all eligible small employers into one or more classes of
business. '

The provisions of this subparagraph do not apply to a class
of business into which the small employer carrier is no longer
enrolling new insureds who are small employers.

(3) For purposes of this lettered paragraph, a small
employer is eligible if it employed at least two or more
eligible employees within this state on at least fifty percent
of 1ts days of operation during the vreceding calendar
quarter. The provisions of this lettered paragraph shall be

-7-
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effective one hundred eighty days after the commissioner's
approval of the basic health benefit plan and the standard
health benefit plan.

2, a. A small employer carrier shall file with the
commissioner, in a form and manner prescribed by the
commissioner, the basic health benefit plans and the standard
health benefit plans to be used by the carrier. A health
benefit plan filed pursuant to this paragraph may be used by a
small employer carrier beginning thirty days after it is filed
unless the commissioner disapproves its use, '

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

3. A health benefit plan providing coverage for small
employers shall satisfy all of the following:

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

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

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

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

b. The plan shall waive any time period applicable to a
preexisting condition exclusion or limitation period with
respect to particular services for the period of time an

-8~




w oo~ A N B W

wwwwww!\)wwMMNMMNNHH!—'HD—‘HHHHH
UI-waP—'O\OCD\JO\m-waHO\DCO\JO\LﬂAW.MF—*O

S.F. H.F. _A.8370

individual was previously covered by qualifying previous
coverage that provided benefits with respect to such service,
provided that the qualifying previous coverage was continuous
to a date not less than thirty days prior to the effective
date of the new coverage. This paragraph does not preclude
application of any waiting period applicable to all new
enrollees under the health benefit plan.

c. The plan may exclude covérage for late enrollees for
the greater of eighteen months or an eighteen-month
preexlsting condition pericd, provided that if both a period
of exclusion from coverage and a preexisting condition
exclusion are applicable to a late enrollee, the combined
péfiod shall not exceed eighteen months from the date the
individual enrolls for coverage under the health benefit plan.

d. (1) Except as provided in subparagraph (3),
requirements used by a small employer carrier in determining
whether to provide coverage to a small employer, including
requirements for minimum participation of eligible employees
and minimum employer contributions, shall be applied uniformly
among all small employers with the same number of eligible
employees applying for coverage or receiving coverage from the
small employer carrier.

(2) A small employer carrier may vary application of
minimum participation requirements and minimum employer
contribution requirements only by the size of the small
employer group.

{3) Except as provided in this subparagraph, a small
employer carrier shall not consider employees or dependents
who have qualifying existing coverage in determining whether
the applicable percentage of participation is met under the
applicable minimum participation requirements. However, with
respect to a small employer with ten or fewer eligible
employees, a small employer carrier may consider employees or
dependents who have coverage under another health benefit plan
sponsored by the small employer when applying minimum

-9~
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participation requirements.
{4) A small employer carrier shall not increase any
requirement for minimum employee participation or any

requirement for minimum employer contribution applicable to a
small employer at any time after the small employer has been
accepted for coverage. For any plan issued prior to July 1,
1992, a carrier may, upon approval of the commissioner,
increase a minimum employee participation requirement or a
minimum employer contribution requirement consistent with
chapter 509.

e. (1) If a small employer carrier offers coverage to a
small employer, the small employer carrier shall offer
coverage to all eligible employees of the small employer and
the employees' dependents. A small employer carrier shall not
offer coverage to only certain individuals in a small employer
group or to only part of the group, except as permitted with
regard to late enrollees.

(2) A small employer carrier shall not modify a basic or
standard health benefit plan with respect to a small employer
or any eligible employee or dependent through riders,
endorsements, or other means, to restrict or exclude coverage
for certain diseases or medical conditions otherwise covered
by the health benefit plan.

4. a. A small employer carrier shall not be required to
offer coverage or accept applications pursuant to this section
where any of the following apply:

(1) To a small employer, where the small employer is not
physically located in the carrier's established geographic
service area.

(2) To an employee, when the employee does not work or
reside within the carrier's established geographic service
area.

{3) Within an area where the small employer carrier
reasonably anticipates and demonstrates to the satiéfaction of
the commissioner that it will not have the capacity within the

=10~
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carrier's established geographic service area to deliver .
service adequately to the members of such groups because of
the carrier's obligations to existing group policyholders and
enrollees.
b. A small employer carrier not required to offer coverage

or accept applications pursuant to paragraph "a", subparagraph

E.F. A 370

{3), shall not offer coverage in the applicable area to new
employer groups with more than twenty-five eligible employees
or to any small employer groups until the later of one hundred
eighty days following such refusal or the date on which the

carrier notifies the commissioner that it has regained

capacity to deliver services to small employer groups.

5.

A small employer carrier shall not be required to offer

coverage to small employers pursuant to subsection 1 for any

period of time where the commissicner determines that the

acceptance of the offers by small employers in accordance with
subsection 1 would place the small employer carrier in a Y
financially impaired condition.

Sec.

NEW SECTION. 513B.7B NOTICE OF INTENT TO

OPERATE AS A RISK-ASSUMING CARRIER OR REINSURING CARRIER.

l.

A smail employer carrier authorized to transact the

business of insurance in this state shall notify the

commissioner at the time of authorization of tne carrier's

intention to operate as a risk-assuming carrier or a

reinsuring carrier, A small employer carrier seeking to

operate as a risk-assuming carrier shall make an application

pursuant to section S513B.7C.

b.

The notification of the commissioner concerning the

carrier's intention pursuant to paragraph "a" is binding for a
five-year period from the date notification is given, except

that the initial notification given by carriers after the
effective date of this Act is binding for a two-year period.
The commissioner may permit & carrier to modify the carrier's

decision at any time for good cause. ‘

C.

The commissioner shall establish an application process
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for small employer carriers seeking to change their status
pursuant to this subsection.

2. A reinsuring carrier that applies and is approved to
operate as a risk-assuming carrier shall not be permitted to
continue to reinsure any health benefit plan with the program.
The carrier shall pay a prorated assessment based upon
business issued as a reinsuring carrier for any portion of the
year that the business was reinsured.

Sec. 13. NEW SECTION. 513B.7C APPLICATION TO BECOME A
RISK-ASSUMING CARRIER.

1. A small employer carrier may apply to become a risk-

assuming carrier by filing an application with the
commissioner in a form and manner prescribed by the
commissioner.

2. In evaluating an application made pursuant to this
section, the commissioner shall consider the following

factors:

a. The carrier's financial condition.

b. The carrier’'s history of rating and underwriting small
employer groups.

¢. The carrier's commitment to market fairly to all small
employers in the state or the carrier's established geographic
service area, as applicable.

d. The carrier's experience with managing the risk of
small employer groups.

3. The commissioner shall provide public notice of an
application by a small employer carrier to be a risk-assuming
carrier and shall provide at least a sixty-day period for
public comment prior to making a decision on the application.
If the application is not acted upon within ninety days of the
receipt of the application by the commissioner, the carrier
may request a hearing.

4. The commissioner may rescind the approval granted to a
risk-assuming carrier under this section if the commissioner
finds any of the following:

-12-
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a. The carrier's financial condition will no longer
support the assumption of risk from issuing coverage to small
employers in compliance with section 513B,7A without the
protection provided by the program.

b. The carrijer has failed to market fairly to all small
employers in the state or the carrier's established geographic
service area, as applicable.

c. The carrier has failed to provide coverage to eligible
small employers as required under section 513B.7A.

5. A small employer carrier electing to be a risk-assuming
carrier shall not be subject to the provisions of section
513B.7D.

Sec. 14. NEW SECTION. 513B.7D SMALL EMPLOYER CARRIER
REINSURANCE PROGRAM,

1. A nonprofit corporation is established to be known as

the Iowa small employer health reinsurance program.

2. A reinsuring carrier is subject to this program.

3. a. The program shall operate subject to the
supervision and control of a board. Subject to the provisions
of paragraph "b", the board shall consist of nine members
appointed by the commissioner, and the commissioner or the
ccmmissioner's designee, who shall serve as an ex officio
member and as chairperson of the board.

b. In appointing the members of the board, the
commissioner shall include representatives of small employers
and small employer carriers and such other individuals as
determined to be qualified by the commissioner. At least five
of the members of the board shall be representatives of
reinsuring carriers and shall be selected from individuals
nominated by small employer carriers in this state pursuant to
procedures and guidelines provided by rule of the

commissioner,

c. The initial hoard members shall be appointed as
follows:

{1) Three members shall be appointed for a term of two

_13_
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years,

{2) Three members shall be appointed for a term of four
years.

{3) Three members shall be appointed for a term of six
years.

d. Subsequent members shall be appointed for terms of
three years. A board member's term shall continue until the
member's successor is appointed.

e. A vacancy in the board shall be filled by the
commissioner for the remainder of the term. A member of the
board may be removed by the commissioner for cause.

4. The board, within one hundred eighty days after the
initial appointments, shall submit -a plan of operation to the
commissioner. The commissioner, after notice and hearing, may
approve the plan of operationrif the commissioner determines
that the plan is suitable to assure the fair, reasonable, and
equitable administration of the program, and provides for the
sharing of program gains and losses on an equitable angd
proportionate basis in accordance with the provisions of this
section. The plan of operation is effective upon written
approval of the commissioner. After the 1nitial plan of
operation is submitted and approved by the commissioner, the
board may submit to the commissioner any amendments to the
plan necessary or suitable to assure the fair, reasonable, and
equitable administration of the program.

5. If the board fails to submit a plan of operation within
one hundred eighty days after the board's appointment, the
commissioner, after notice and hearing, shall establish and
adopt a temporary plan of operation. The commissioner shall
amend or rescind a plan adopted pursuant to this subsection at
the time a plan 1s submitted by the board and approved by the
commissioner.

6. The plan of operation shall do all of the following:

a. Establish procedures for the handling and accounting of
program assets and moneys, and for an annual fiscal reporting

-14-
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to the commissioner. .

b. Establish procedures for selecting an administering
carrier and setting forth the powers and duties of the
administering carrier.

¢. Establish procedures for reinsuring risks in accordance
with the provisions of this section.

d. Establish procedures for collecting assessments from
reinsuring carriers to fund claims and administrative expenses
incurred or estimated to be incurred by the program.

e. Provide for any additional matters necessary to
implement and administer the program.

7. The same general powers and authority granted under the
laws of this state to insurance companies and health
maintenance organizaticns licensed to transact business in
this state may be exercised by the board under the program,
except the power to issue health benefit plans directly to
either groups or individuals., Additionally, the board is
granted the specific authority to do all or any of the .
following:

a, Enter into contracts as necessary or proper to
administer the provisions and purposes of this chapter,
including the authority, with the approval of the
commissioner, to enter into contracts with similar programs in
other states for the joint performance of common functions cr
with persons or other organizations for the performance of

administrative functions.
b. Sue or be sued, including taking any legal action
necessary or proper to recover any assessments and penalties
for, on behalf of, or against the program or any reinsuring
carriers.
c. Take any legal action necessary to avoid the payment of
improper claims made against the program.
d. Define.the health benefit plans for which reinsurance
will be provided, and issue reinsurance policies, pursuant to ;
this chapter. .
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e. Establish rules, conditions, and procedures for
reinsuring risks under the program.

£. Establish and implement actuarial functions as
appropriate for the operation of the program.

g. Assess reinsuring carriers in accordance with the
provisions of subsection 11, and make advance interim
assessments as may be reasonable and necessary for
organizational and interim operating expenses. Any interim
assessments shall be credited as offsets against any regular
assessments due following the close of the calendar year.

h. Appoint appropriate legal, actuarial, and other
committees as necessary to provide technical assistance in the
operation of the program, policy and other contract design,
and any other function within the authority of the program.

i. Borrow money to effect the purposes of the program.

Any notes or other evidence of indebtedness of the program not
in default are legal investments f£or carriers and may be
carried as admitted assets,

8. A reinsuring carrier may reinsure with the program as
provided in this section,.

a. With respect to a basic health benefit plan or a
standard health benefit plan, the program shall reinsure the
level of coverage provided and, with respect to other plans,
the program shall reinsure up to the level of coverage
provided in a basic or standard health benefit plan.

b. A small employer carrier may reinsure an entire
employer group within sixty days of the commencement of the
group's coverage under a health benefit plan.

c. A reinsuring carrier may reinsure an eligible employee
or dependent within a period of sixty days following the
commencement of the coverage with the small employer. A newly
eligible employee or dependent of a reinsured small employer
may be reinsured within sixty days of the commencement of such
person's coverage.

d. ({l1) The program shall not reimburse a reinsuring
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carrier with respect to the claims of a reinsured employee or
dependent until the small employer carrier has incurred an
initial level of claims for such employee or dependent of five
thousand dollars in a calendar year for benefits covered by
the program, In addition, the reinsuring carrier is
responsible for ten percent of the next fifty thousand dollars
of incurred claims during a calendar year and the program
shall reinsure the remainder. A reinsuring carrier's
liability under this subparagraph shall not exceed a maximum
limit of ten thousand dollars in any one calendar year with
respect to any reinsured individual.

(2) The board annually shall adjust the initial level of
claims and the maximum limit to be retained by the small
employer carrier to reflect increases in costs and utilization
within the standard market for health benefit plans within the
state. The adjustment shall not be less than the annual
change in the medical component of the "consumer price index
for all urban consumers" of the United States department of
labor, bureau of labor statistics, unless the board proposes
and the commissioner approves a lower adjustment factor.

e. A small employer carrier may terminate reinsurance for
one or more of the reinsured employees or dependents of small
employer on any plan anniversary date.

f. Premium rates charged for reinsurance by the program to
a health maintenance organization that is federally qualified
under 42 U.S.C. § 300c(c)(2){(A), and is thereby subject to
requirements that limit the amount of risk that may be ceded
to the program that are more restrictive than those specified
in paragraph "d", shall be reduced to reflect that portion of
the risk above the amount set forth in paragraph "d" that may
not be ceded to the program, if any.

9. a. The board, as part of the plan of operation, shall
establish a methodology for determining premium rates to be
charged by the program for reinsuring small employers and
individuals pursuant to this section. The methodology shall

_1‘7_
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include a system for classification of small employers that
reflects the types of case characteristics commonly used by
small employer carriers in the state. The methodology shall
provide for the development of base reinsurance premium rates,
which shall be multiplied by the factors set forth in
paragraph "b" to determine the premium rates for the program.
The base reinsurance premium rates shall be established by the
board, subject to the approval of the commissioner, and shall
be set at levels which reasonably approximate gross premiums
charged to small employers by small employer carriers for
health benefit plans with benefits similar to the standard
health benefit plan.

b. Premiums for the program shall be as follows:

(1) An entire small employer group may be reinsured for a
rate that is one and one-half times the base reinsurance
premium rate for the group established pursuant to this
subsection,

{2) An eligible employee or dependent may be reinsured for
a rate that is five times the base reinsurance premium rate
for the individual established pursuant to this subsection.

c. The board periodically shall review the methodology
established under paragraph "a", including the system of
classification and any rating factecrs, to assure that it
reasonably reflects the claims experience of the program. The
board may propose changes to the methodology which shall be
subject to the approval of the commissiocner.

10. If a health benefit plan for a small employer is
entirely or partially reinsured with the program, the premium
charged to the small employer for any rating period for the
coverage issued shall meet the requirements relating to
premium rates set forth in section 513B.4.

11. a. Prior to March 1 of each year, the board shall
determine and report to the commissioner the program net loss

for the previous calendar year, including administrative

expenses and ilncurred losses for the year, taking into account
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investment income and other appropriate gains and losses,

b. Any net loss for the year shall be recouped by
assessments of reinsuring carriers.

(1) The board shall establish, as part of the plan of
operation, a formula by which to make assessments against
reinsuring carriers, The assessment formula shall be based on
both of the following:

{a) Each reinsuring carrier's share of the total premiums
earned in the preceding calendar year from health benefit
plans delivered or issued for delivery to small employers in
this state by reinsuring carriers.

(b) Each reinsuring carrier's share of the premiums earned
in the preceding calendar year from newly issued health
benefit plans delivered or issued for delivery during such
calendar year to small employers in this state by reinsuring
carriers.

(2) The formula established pursuant to subparagraph (1)
shall not result in- any reinsuring carrier having an
assessment share that is less than fifty percent nor more than
one hundred fifty percent of an amount which is based on the
proportion of the reinsuring carrier's total premiums earned
1n the preceding calendar year from health benefit plans.
delivered or issued for delivery to small employers in this
state by reinsuring carriers to total premiums earned in the
preceding calendar year from health benefit plans delivered or
issued for delivery to small employers in this state by all
reinsuring carriers.

(3) The board, with approval of the commissioner, may
change the assessment fcrmula established pursuant to
subparagraph (1) from time to time as appropriate. The board
may provide for the shares of the assessment base attributable
to premiums from all health benefit plans and to premiums from
newly issued health benefit plans to vary during a transition
period.

{4) Subject to the approval of the commissioner, the board

-19-~

-




LB e TS B « DR ¥ T N U T % B

e I S T VS R O e s I S B L T S I S I N I e o o e S N N T R e
A e L = R - - - B B < B B O N S O L= "= T - IS ' Y, T S PSR N T SV

shall make an adjustment to the assessment formula for
reinsuring carriers that are approved health maintenance
organizations which are federally qualified under 42 U.S.C. §
300 et seq., to the extent, if any, that restrictions are
placed on them that are not imposed on other small employer
carriers.

{5) Premiums and benefits paid by a reinsuring carrier
that are less than an amount determined by the board to
justify the cost of collection shall not be considered for
purposes of determining assessments,

¢. (1) Prior to March 1 of each year, the board shall
determine and file with the commissioner an estimate of the
assessments needed to fund the losses incurred by the program
in the previous calendar year.

(2) If the board determines that the assessments needed to
fund the losses incurred by the program in the previous
calendar year will exceed the amount specified in subparagraph
(3), the board shall evaluate the operation cf the program and
report its findings, including any recommendations for changes
to the plan of operation, to the commissioner within ninety
days following the end of the calendar year in which the
losses were incurred. The evaluation shall include: an
estimate of future assessments, the administrative costs of
the program, the appropriateness of the premiums charged, and
the level of 1insurer retention under the program and the costs
of coverage for small employers. 1If the board fails to file
the report with the commissioner within ninety days following
the end of the applicable calendar year, the commissioner may
evaluate the operations of the program and implement such
amendments to the plan of operation the commissioner deems
necessary to reduce future losses and assessments.

{3) For any calendar year, the amount specified in this
subparagraph is five percent of total premiums earned in the
previous year from health benefit plans delivered or issued
for delivery to small employers in this state by reinsuring
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carriers.

(4) If assessments in each of two consecutive calendar
years exceed by ten percent the amount specified in
subparagraph (3), the commissioner may relieve carriers from
any or all of the regulations of this chapter or take such
other actions as the commissioner deems equitable and
necessary to spread the risk of loss and assure portability of
coverages and continuity of benefits so as to reduce
assessments to ten percent or less of that amount specified in
subparagraph (3).

d. If assessments exceed net losses of the program, the
excess shall be held in an interest-bearing account and used
by the board to offset future losses or to reduce program
premiums. As used in this paragraph, "future losses" includes
reserves for incurred but not reported claims.

e. Each reinsuring carrier's proportion of the assessment
shall be determined annually by the bcard based on annual
statements and other reports deemed necessary by the board and
filed by the reinsuring carriers with the board.

£. The plan of operation shall provide for the imposition
of an interest penalty for late payment of assessments.

4. A reinsuring carrier may seek from the commissioner a
deferment from all or part of an assessment imposed by the
board. The commissioner may defer all or part of the
assessment of a reinsuring carrier if the commissioner
determines that the payment of the assessment wéuld place the
reinsuring carrier in a financially impaired condition., If
all or part of an assessment against a reinsuring carrier is
deferred, the amount deferred shall be assessed against the
other participating carriers in a manner consistent with the
basis for assessment set forth in this subsection. The
reinsuring carrier receiving such deferment shall remain
liable to the program for the amount deferred and shall be
prohibited from reinsuring any individuals or groups in the

program until such time as it pays such assessments.

_21_
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12. The participation in the program as reinsuring
carriers, the establishment of rates, forms, or procedures, or
any other joint or collective action required by this chapter
shall not be the basis of any legal action, criminal or civil
liability, or penalty against the program or any of its
reinsuring carriers either jointly or separately.

13. The board, as part of the plan of operation, shall
develop standards setting forth the manner and levels of
compensation to be paid to producers for the sale of basic and
standard health benefit plans. 1In establishing such
standards, the board shall take into consideration all of the

following:

a. The need to assure the broad availability of coverages.

b. The objectives of the program.

c. The time and effort expended in placing the coverage.

d. The need to provide ongoing service to the small
employer.

e. The levels of compensation currently used in the
industry.

f£. The overall costs of coverage to small employers
selecting these plans.

14. The program is exempt from any and all state or local
taxes.

Sec. 15. NEW SECTION. 513B.7E PERIODIC MARKET
EVALUATION.

The board shall study and report at least every three years
to the commissioner on the effectiveness of this chapter. The
report shall analyze the effectiveness of the chapter in
promoting rate stability, product availability, and coverage
affordability. The report may contain recommendations for
actions to improve the overall effectiveness, efficiency, and
fairness of the small group health insurance marketplace. The
report shall address whether carriers and producers are fairly
and actively marketing or issuing health benefit plans to
small employers in fulfillment of the purposes of this
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chapter. The report may contain recommendations for market
conduct or other regulatory standards or action.

Sec. 16. Section 513B.8, Code Supplement 1991, is amended
to read as follows:

513B.8 DISCRETION OF THE COMMISSIONER.

1. The commissioner may suspend all or any part of section
513B.4 as to the premium rates applicable to one or more small
employers for one or more rating periods upon a filing by the
small employer carrier and a finding by the commissioner that
the suspension is reasonable in light of the financial
condition of the carrier or that the suspension would enhance
the efficiency and fairness of the marketplace for small
employer health insurance.

2. The commissioner may suspend or modify the normal work

week requirement of thirty or more hours under the definition
of eligible employee upon a finding by the commissioner that
tne suspension would enhance the availability of health in-

surance to employees of small employers.

HE 2370
-23-- mj/pk/25
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MARCH 27, 1992

BOUSE FILE 2370

Amend House File 2370 as amended, passed, and
reprinted by the House, as follows:

1. Page 1, by striking line 4 and inserting the
following: “plan which is offered pursuant to section
513B.7E."

2, Page 2, by striking line 6 and inserting the
following:

"a. Medicaid pursuant to Title XIX of the Social

Security Act, medicare pursuant to Title XVIII of the
Social Security Act, or coverage pursuant to the".

3. Page 2, by striking lines 18 through 24 and
inserting the following: "a plan which is offered
pursuant to section 513B,7E."

4. Page 22, by striking line 24 and inserting the
following:
"Sec. . NEW SECTION. ©S513B.7E HEALTH BENEFIT

PLAN STANDARDS.

1. The commissioner shall adopt by rule the form |
and level of coverage of the basic health benefit plan |
and the standard health benefit plan to be made |
available by a small employer carrier pursuant to
section 513B.7A. The commissioner's rules shall
include the benefit levels, cost sharing levels,
exclusions, and limitations for the basic health
benefit plan and the standard health benefit plan, and
shall define for purposes of this chapter, a basic
health benefit plan and a standard health benefit plan
which contain benefit and cost sharing levels that are
consistent with the basic method of operation and the
benefit plans of health maintenance organizations,
including any restrictions imposed by federal law.

2. The commissioner's rules may include cost
containment features such as the following:

a. Utilization review of health care services,
including review of medical necessity of hospital and
physician services.

b. Case management.

c. Selective contracting with hospitals,
physicians, and other health care providers.

d. Reasonable benefit differentials applicable to
providers that participate or do not participate in
arrangements using restricted network provisions.

e. Other managed care provisions.
Sec. . NEW SECTION. 513B.7F PERIODIC MARKET".
5. Page 23, by inserting after line 2, the

following:

"Sec. . NEW SECTION,
CERTAIN STATE LAWS.

The provisions of chapter 514H shall not apply to
basic health benefit plans and standard health benefit
_l._
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Page 2
1 plans as provided for in this chapter, except for
2 section S514B.8."
3 6. Page 23, by inserting after line 18, the
4 following:
5 "3. The commissioner may adopt, by rule or order,
6 transition provisions to facilitate the orderly and
7 coordinated implementation of this Act.”
8 7. By renumbering as necessary.

MARCH 27, 1992

By COMMITTEE ON HUMAN RESOURCES ..
BEVERLY A. HANNON, Chairperson’

S-5401 FILED MARCH 26, 1992
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‘SENATE AMENDMENT TO HOUSE FILE 2370

8-5709

47
48
49
50

Amend House File 2370 as amended, passed, and
reprinted by the House, as follows:

1. Page 1, by striking iine 4 and inserting the
following: "plan which is offered pursuant to section
513B.7E."

2. Page 2, by striking line 6 and inserting the
following:

"a. Medicaid pursuant to Titde XIX of the Social
Security Act, medicare pursuant tp Title XVIII of che
Social Security Act, or coverage pursuant to the". .

3. Page 2, by striking lines 18 through 24 and
inserting the following: "a plan which is offered
pursuant to section 513B.7E."

4. Page 22, by striking line 24 and inserting the
following:

"Sec. . NEW SECTION., 513B,7E HEALTH BENEFIT
PLAN STANDARDS.

1. The commissioner shall adopt by rule the form
and level of coverage of the basic heaith benefit plan
and the standard health benefit plan to be made
available by a small employer carrler pursuant to
section S13B.7A. The commissloner's rules shall
include the benefit levels, cost sharing levels,
exclusions, and limitations for the basic health
benefit plan and the standard health benefit plan, and
shall define for purposes of this chapter, a basic
health benefit plan and a standard health benefit plan
which contain benefit and cost sharing levels that are
consistent with the basic method »f operation and the
benefit plans of health malntenanceﬁdrganlzatlons,
including any restrlctlons 1mposed“by federal law.

2. The commissioner's rules may #nclude cost
containment features such as the Tollowing:

a. Utilization review of health care services,
including review of medical neceSSLty of hospital and
physician services,

b. Case management.

c. Selective contracting with hospitals,
physicians, and other health care providers.

d. Reasonable benefit differentials applicable to
providers that participate or do not participate in
arrangements using restricted network provisions.

e. Other managed care provisions.

Sec. . NEW SECTION. 513B.7F PERIODIC MARKET".

S. Page 23, by inserting after line 2, the
following:

"Sec. . NEW SECTION. .513B.7G APPLICABILITY OF
CERTAIN STATE LAWS.

The provisions of chapter 514H shall not apply to
basic health benefit plans and standard health benefit

H~5709 -1-
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H-5709
Page 2

I plans as provided for in this crnapter, except for
section S514H.8."

6. Page 23, by inserting after line 18, the
tollowing:

"3. The commissioner may adopt, by rule or order,
transition provisions to fac:ilitate the orderly arnd
coordinated implementation of this Act."

7. By renumbering as necessary. ) -

' - RECEIVED FROM THE SENATE
BE-5709 FILED APRIL 3, 1992

o Concurnd 4frs (4 /307)
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A BILL FOR

1 An Act relating to health insurance availability to employees of
2 small employers and providing for certain assessments.
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Section 1. Section 513B.2, Code Supplement 1991, is
amended by adding the following new subsections:

NEW SUBSECTION. 7A. "Eligible employee” means an employee
who works on a full-time basis and has a normal work week of
thirty or more hours. The term includes a sole proprietor, a
partner of a partnership, and an independent contractor, if
the sole proprieter, partner, or independent contractor is
included as an employee under a health benefit plan of a small
employer, but does not include an employee who works cn a

part-time, temporary, or substitute basis.
NEW SUBSECTION. 9A. "Late enrollee"” means an eligible
employee or dependent who requests enrollment in a health

berefit plan of a small employer following the initial
enrollment period for which such individual 1is entitled to
enroll under the terms of the health benefit plan, provided
the initial enrollment period is a period of at least thirty
days. An eligible employee or dependent shall not be
considered a late enrollee if any cof the foilowing apply:

a. The individual meets all of the following:

(1) The individual was covered under qualifying previcus
coverage at the time of the initial enrollment,

(2) The individual lost coverage under gualifying previous
coverage as a result of termination of the individual's
employment or eligibility, the invcluntary termination of the
qualiifying previous coverage, death of the individual's
spouse, or the individual's divorce.

(3) The individual requests enrcllment within thirty days
after termination of the gqualifying previous coverage.

b. fThe individual is employed by an employer that offers
multiple health benefit plans and the individual elects a
different plan during an open enrollment period.

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




Sec. 2. Section 513B.3, Code Supplement 1991, is amended
by striking the section and inserting in lieu thereof the
following:

513B.3 APPLICABILITY AND SCOPE.

This chapter applies to a health benefit plan providing
coverage to the empicyees of a small employer in this state 1if
any of the following apply:

1. Any portion of the premium or benefits is paid by ©r on
behalf of the small employer.

2. An eligible employee or dependent is reimbursed in any
manner by or on behalf of the small employer for any portion
of the premium or benefits.

3. The health benefit plan is treated by the employer or
any of the eligible employees or dependents as part of a plan
or program for the purposes of section 106, 125, or 162 of the
Internal Revenue Code as defined in section 422.3.

4. a. Except as provided in paragraph "b", for purposes
of this chapter, carriers that are affiliated companies or
that are eligible to file a consolidated tax return shall be
treated as one carrier and any restrictions or limitations
imposed by this chapter shall apply as if all health benefit
plans cdelivered or issued for delivery to small employers in
this state by such carriers were issued by one carrier,

b. An affiliated carrier which is a health maintenance

organization possessing a certificate of authority issued
pursuant to chapter 514B shall be considered to be a separate

carrier f£or the purposes of this chapter.

¢. Unless otherwise authorized by the commissioner, a
small employer carrier shall nct enter into one or more ceding
arrangements with respect to health benefit plans delivered or
issued for delivery to small employers in this state if the
arrangements would result in less than fifty percent of the
insurance obligation or risk for such health benefit plans
; being retained by the ceding carrier.
Sec, 3. Section 513B.4, subsection 1, paragraph c,

-2-
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subparagraph (1)}, Code Supplement 1991, is amended to read as
follows:

{1) The percentage change in the new business premium rate
measured from the first day of the prior rating period to the
first day of the new rating period. 1In the case of a class of
business for which the small employer carrier is not issuing
new policies, the small employer carrier shall use the
percentage change in the base premium rate, provided that the

change does not exceed, on a percentage basis, the change in
the new business premium rate for the most similar health
benefit plan into which the small employer carrier is actively
err~lling new insureds who are small employers.

Sec. 4. Section 513B.4, subsection 1, paragraph 4, Code
Supplement 1991, is amended to read as follows:

d. In the case of health benefit plans issued prior to
July 1, 1991, a premium rate for a rating period may exceed
the ranges described in subsection 1, paragraph "a" or "b" eé
thts-seectiton, for a period of €rve three years following July
1, #99% 1992. 1In such case, the percentage increase 1in the

premium rate charged to a small employer in such a class of

business for a new rating period may nct exceed the sum of the
following:

(i) The percentage change in the new business premium rate
measured from the first day of the prior rating period to the
first day of the new rating period. 1In the case of a class of
business for which the small employer carrier is not issuing
new policies, the small emplioyer carrier shall use the
percentage change in the base premium rate, provided that the

change does not exceed, on a percentage basis, the change in

the new business premium rate for the most similar health

benefit plan into which the small employer carrier 1s actively

enrclling new insureds who are small employers,

(2) ny adjustment due toO change in coverage or change in
the case characteristics of the small emplcyer as determined

from tne small employer carrier's rate manual for the class of

_3._
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business.

Sec. 5. Section 513B.4, subsection 1, paragraph e, Code
Supplement 1991, is amended by striking the paragraph and
inserting in lieu thereof the following:

e. Any adjustment in rates for claims experience, health
status, and duration of coverage shall not be charged to
individual employees or dependents. Any such adjustment shall
be applied uniformly to the rates charged for all employees
and dependents of the small employer.

Sec. 6. Section 513B.4, subsection 2, Code Supplement
1991, is amended by adding the following new unnumbered

paragraphs:
NEW UNNUMBERED PARAGRAPH. For purposes of this subsection,
case characteristics may include industry classification,

provided that the highest rate factor associated with any
industry classification shall not exceed the lowest rate
factcr associated with any industry classification by more
than fifteen percent. However, case characteristics other
than age, gender, industry classification, geographic area,
family composition, and group size shall not be used by a
small employer carrier without the prior approval of the
commissioner.

NEW UNNUMBERED PARAGRAPH. Rating factors shall produce
premiums for identical groups which differ only by amounts
attributable to plan design and do not reflect differences due
to the nature of the groups assumed to select particular
health benefit plans. B small employer carrier shall treat
all health benefit plans issued or renewed in the same
calendar month as having the same rating period.

Sec., 7. Section 513B.4, Code Supplement 1991, 1s amended
by adding the following new subsection:

NEW SUBSECTION., 2A. For purposes of this section, a
health benefit plan that utilizes a restricted provider
netwcrk shall not be considered similar coverage to a health

benefit pilan that does not utilize such a network, provided

-4~
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that utilization of the restricted provider network results in
substantial differences in claims costs.

Sec. 8. Section 513B.5, subsecticn 1, Code Supplement
1991, is amended by adding the following new paragraphs:

NEW PARAGRAPH. f. Repeated misuse of a provider network

provision.

NEW PARAGRAPE. g. The commissioner finds that the
continuation of the coverage is not in the best interests of
the policyholders or certificate holders, or would impair the
carrier's ability to meet its contractual obligations. 1If
nonrenewal occurs as a result of findings pursuant to this

paragraph, the commissioner shall assist affected small

employers in finding replacement coverage.

Sec. 9. Section 513B.5, subsecticn 2, unnumbered paragraph
1, Code Supplement 1991, is amended to read as follows:

A small employer carrier may cease to renew all plans under
a class of business, or all classes of business in a defined
geographic region if the carrier is a health maintenance
organization. The smail emplioyer carrier shall provide notice
at least ainety one hundred eighty days prior to termination
of ccverage to all affected health benefit plans and to the

commissioner in each state in which an affected insured
individual is known to reside. A small employer carrier which
exercises 1ts right to cease to renew all plans in a class of
business shall not do either or both of the following:

Sec. 10. Section 513B.6, subsection 3, Code Supplement
1991, is amended by striking the subsection and inserting in
lieu therecf the following:

3. The provisions relating to any preexisting ccnditien
provision,

Sec. 11. NEW SECTION. S13B.7A AVAILABILITY OF COVERAGE.

1. a. A small employer carrier, as a condition of

transacting business in this state with small employers, shalil
actively offer tc smail emplcyers at least two health benefit

nlans. One hezalth benefit plar offsred by each smail emp.oyer
J Y Y
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carrier shall be a basic health benefit plan and one plan
shall be a standard health benefit plan.

b. (1) A small employer carrier shall issue a basic
health benefit plan or a standard health benefit plan to an
eligible small employer that applies for either plan and
agrees to make the required premium payments and to satisfy
the other reasonable provisions of the health benefit plan not
inconsistent with this chapter.

(2) A small employer carrier establishing more than one
class of business shall maintain and issue to eligible small
employers at least one basic health benefit plan and at least
~ne ctapndard health benefit plan in each c¢lass of business
established. A small employer carrier may apply reasonable
criteria in determining whether to accept a small employer
provided all of the following apply:

(2) The criteria are not intended to discourage or prevent
acceptance of small employers applying for a basic or standard
heaith benefit plan.

(b) The criteria are not related to the health status or

claims experience of the small employer.

{c) The criteria are applied consistently to all small

employers appiving for coverage in the class of business.

(éd) The small employer carrier provides for the acceptance
cf all eligible small employers into one or more classes of
business.

The provisions of this subparagraph do not apply to a class
of business into which the small employer carrier 1s no longer
errolling new insureds who are small employers.

{3) For purposes of this lettered paragraph, a small
employer is eligible if it employed at least two or more
eligible employees within this state on at least fifty percent
of its days of operation during the preceding calendar
quarter. The provisions of this lettered paragraph shall be
effective one hundred eighty days after the commissioner's
approval of the basic healtn benefit plan and the standarc

-5~
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health benefit plan.

2. a. A small employer carrier shall file with the
commissioner, in a form and manner prescribed by the
commissioner, the basic health benefit plans and the standard
health benefit plans to be used by the carrier. A health
benefit plan filed pursuant to this paragraph may be used by a
small employer carrier beginning thirty days after it is filed
uniess the commissioner disapproves its use.

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

3. A health benefit plan providing coverage for small
empioyers shall satisfy all of the following:

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

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

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

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

b. The plan shall waive any time period applicable to a
preexisting cendition exclusion or limitation period with
respect to particular services for the period of time an
individual was previously covered by qualifying previocus

coverage that provided benefits with respect to guch service,

|
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provided that the qualifying previous coverage was continuous
to a date not less than thirty days prior to the effective
date of the new coverage. This paragraph does not preclude
application of any waiting period applicable to all new
enrollees under the health benefit plan.

c. The plan may exclude coverage for late enrollees for
the greater of eighteen months or an eighteen-month
preexisting condition period, provided that if both a period
of exclusion from coverage and a preexisting condition
exclusion are applicable to a late enrollee, the combined
period shall not exceed eighteen months from the date the
individual enrolls for coverage under the health benefit plan.

d. (1) Except as provided in subparagraph (3),
requirements used by a small employer carrier in determining
whether to provide coverage to a small employer, including
requirements for minimum participation of eligible employees
and minimum employer contributions, shall be applied uniformly
among all small employers with the same number of eligible
employees applying for coverage or receiving coverage from the
small employer carrier.

{2} A small employer carrier may vary application of
minimam participation requirements and minimum employer
contribution requirements only by the size of the small
employer group.

{3) Except as provided in this subparagraph, a small
employer carrier shall not consider employees or dependents
whe have qualifying existing coverage in determining whether
the applicable percentage of participation is met under the
applicable minimum participation requirements. However, with
respect to a small employer with ten or fewer eligible
employees, a small employer carrier may consider enmployees or
dependents who have coverage under another health benefit plan
sponscred by the smail employer when applying miaimum
participation requirements.

{4) A smail employer carrier shall not increase any

-8~
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requirement for minimum employee participation or any
requirement for minimum employer contribution applicable to a
small employer at any time after the small employer has been
accepted for coverage. For any plan issued prior to July 1,
1992, a carrier may, upon approval of the commissioner,
increase a minimum employee participation requirement or a
minimum employer contribution reguirement consistent with
chapter 509,

e. (1) TIf a small employer carrier offers coverage to a
small employer, the small employer carrier shall offer
coverage to all eligible employees of the small employer and
the amployees' dependents. A small employer carrier shall not
offer coverage to only certain individuals in a small employer
group or to only part of the group, except as permitted with
regard to late enrollees.

(2) A small employer carrier shall not modify a basic or
standard health benefit plan with respect to a small employer
or any eligible employee cr dependent thrcugh riders,
endorsements, or other means, to restrict ¢r exciude coverage
for certair diseases or medical ccnditions otherwise covered
by the heaith benefit plan.

4. a. A small employer carrier shall not be required to
cffer coverage or accept appiicaticns pursuant to this section
where any c¢f the following apply:

{1) To a small emplcyer, where the small empiloyer is not
physically located in the carrier's established gecgraphic
service area.

(2) To an employee, when the employee does not work or
reside within the carrier's established geographic service
area.

{3} Within an area where the small employer carrier
reasonably anticipates and demonstrates to the satisfaction of
the commissioner that it will not have the capacity within the
carrier's established geographic service area to deliver
service adeguately toc the members of such groups because of

-0-
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the carrier's obligations to existing group policyholders and
enrollees.

b. A small employer carrier not required to offer coverage
or accept applications pursuant to paragraph “"a", subparagraph
{3), shall not offer coverage in the applicable area to new
employer groups with more than twenty-£five eligible employees
Oor to any small employer groups until the later of one hundred
eighty days following such refusal or the date on which the
carrier notifies the commissioner that it has regained
capacity to deliver services to small employer groups.

5. A small employer carrier shall not be required to offer
coverage to small employers pursuant to subsection 1 for any
period of time where the commissioner determines that the
acceptance of the coffers by small employers in accordance with
subsection 1 would place the small employer carrier in a
financially impaired condition.

Sec, 12. NEW SECTION, 513B.7B NOTICE OF INTENT TO
OPERATE AS A RISK-ASSUMING CARRIER OR REINSURING CARRIER.

1. a. A small employer carrier authorized to transact the
business of insurance in this state shall notify the
commissiconer at the time of avthorization of the carrier's

intention to operate as a risk-assuming carrier or a
reinsuring carrier. A small employer carrier seeking to
operate as a risk-assuming carrier shall make an application
pursuant to section 513B.7C.

b. The notification of the commissioner concerning the
carrier's intention pursuant to paragraph "a" is binding for a
five-year period from the date notification is given, except
that the initial notification given by carriers after the
effective date of this Act is binding for a two-year period.
The commissicner may permit & carrier to modify the carrier's
decision at any time for good cause.

¢. The commissioner shall establish an application process
for small employer carriers seeking to change their status

pursuant to this subsection.

_10..
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2. A reinsuring carrier that applies and is approved to
operate as a risk-assuming carrier shall not be permitted to
continue to reinsure any health benefit plan with the program.
The carrier shall pay a prorated assessment based upon
business issued as a reinsuring carrier for any portion of the
year that the business was reinsured.

Sec. 13. NEW SECTION, 513B.7C APPLICATION TO BECOME A
RISK-ASSUMING CARRIER.

1. A small employer carrier may apply to become a risk-
assuming carrier by filing an application with the

commissioner in a form and manner prescribed by the
commissioner.

2, In evaluating an application made pursuant to this
section, the commissioner shall consider the following
factors:

a. The carrier's £financial condition.

b. The carrier's history of rating and underwriting small
employer groups.

¢. The carrier's commitment to market fairly to all small
employers in the state or the carrier's established geographic
service area, as applicable.

d. The carrier's experience with managing the risk of
small employer groups.

3. The commissiorer shall provide public notice of an
application by e small empleyer carrier to be a risk-assunming
carrier and shall provide at least a sixty-day period for
public comment prior to making a decision on the application,
If the application is not acted upon within ninety days of the
receipt of the application by the commissioner, the carrier
may reguest a hearing.

4. The commissioner may rescind the approval granted to a
risk-assuming carrier under this secticn if the commissioner
finds any of the following:

a. The carrier's financial conditicn will no longer

support the assumpticn of risk from issuing coverage toc small
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employers in compliance with section 513B.7A without the
protection provided by the program.

b. The carrier has failed to market fairly to all small
employers in the state or the carrier's established geographic
service area, as applicable.

c. The carrier has failed to provide coverage to eligible
small employers as required under section 513B.7A.

5. A small employer carrier electing to be a risk-assuming
carrier shall not be subject to the provisions of section
513B.7D.

Sec. 14. NEW SECTION. 513B.7D SMALL EMPLOYER CARRIER
PEINSURANCE PROGRAM.

1. A nonprofit corporation is established to be known as
the Iowa small employer health reinsurance program.

2. A reinsuring carrier is subject to this program,

3. a. The program shall operate subject to the
supervision and control of a board. Subject to the provisions
of paragraph "b", the board shall consist of nine members

appointed by the commissioner, and the commissioner or the
commissioner's designee, who shall serve as an ex officio
member and as chairperson of the boargd.

b. 1In appointing the members of the board, the
commissioner shall include representatives of smail employers
and small employer carriers and such other individuals as
determined to be qualified by the commissioner. At least five
of the members of the board shall be representatives of
reinsuring carriers and shall be selected from individuals
nominated by small employer carriers in this state pursuant to
procedures and guidelines provided by rule of the
commissioner.

c. The initial board members shall be appointed as
follows:

(1) Three members shall be appcinted for a term of two

years,
{2) Three members shall be appointed for a term of four

=12~
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years.
(3) Three members shall be appointed for a term of six

years.

d. Subsequent members shall be appointed for terms of
three years. A board member's term shall continue until the
member's successor is appointed.

e. A vacancy in the board shall be filled by the
commissioner for the remainder of the term. A member of the
board may be removed by the commissioner for cause.

4. The board, within one hundred eighty days after the
initial appointments, shall submit a plan of operation to the
commiscioner. The commissioner, after notice and hearing, may
approve the plan of operation if the commissioner determines
that the plan is suitable to assure the fair, reasonable, and
equitable administration of the program, and provides for the

sharing of program gains and losses on an eguitable and

propertionate basis in accordance with the provisions of this
section. The plan of operation is effective upon written
approval of the commissioner. After the initial plan of
operation is submitted and approved by the commissioner, the
board may submit to the commissioner any amendments to the
Plan necessary or suitable to assure the fair, reasorable, and
equitable administration of the program.

5. If the board fails to submit a plan of operation within
one hundred eignty days after the board's appcintment, the
commissioner, after notice and hearing, shall establ:sh and
acopt a tempcrary plan of operation. The commissioner shall
amend or rescind a plan adopted pursuant to this subsection at
the time a plan is submitted by the board and approved by the
commissioner.

6. The plan of operation shall do ail of the following:

a. Establish procedures for the handling and accounting of
program assets and mcneys, and for an annual fiscal repcrting
to the commissiorner. .'

b. Establish procedures for selecting an administerinc

13-
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carrier and setting forth the powers and duties of the
administering carrier.

¢c. Establish procedures for reinsuring risks in accordance
with the provisions of this section.

d. Establish procedures for collecting assessments from
reinsuring carriers to fund claims and administrative expenses
incurred or estimated to be incurred by the program.

e. Provide for any additional matters necessary to
implement and administer the program.

7. The same general powers and authority granted under the
laws of this state to insurance companies and health
mainterance organizations licensed to transact business in
this state may be exercised by the board under the program,
except the power to issue health benefit plans directly to
either groups or individuals. Additionally, the board is
granted the specific authority to do all or any of the
foliowing:

a. Enter into contracts as necessary Or proper to
administer the provisions and purposes of this chapter,
including the authority, with the approval of the
ccmmissioner, to enter into contracts with similar programs in
other states for the joint performance of common functions or
with persons or other organizations for the performance of
administrative functions,.

b. Sue or be sued, including taking any legal action
necessary or proper to recover any assessments ané penalties
for, on behalf of, or against the program or any reinsuring
carriers.

c. Take any legal action necessary to avcid the payment of
improper claims made against the program.

d. Define the health benefit plans for which reinsurance
will be provided, and issue reinsurance policies, pursuant to
this chapter.

e. Establish rules, conditions, and procedures for

reinsuring risks under the program.

-14-
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f. Establish and implement actuarial functions as
appropriate for the operation of the program,

g. Assess reinsuring carriers in accordance with the
provisions of subsection 11, and make advance interim
assessments as may be reasonable and necessary for
organizational and interim operating expenses. Any interim
assessments shall be credited as offsets against any regular
assessments due following the close of the calendar year.

h. Appoint appropriate legal, actuarial, and other
committees as necessary to provide technical assistance in the
operation of the program, policy and other contract design,
and 2ny other function within the authority of the program.

i, Borrow money +o effect the purpeses of the program.

Any notes ¢r other evidence of indebtedness of the program not
in default are legal investments for carriers and may be
carried as admitted assets.

8. A reinsuring carrier may reinsure with the program as .;
provided in this section.

a. With respect to a basic health benef.t plan or a
standard nealth benefit plan, the program shall reinsure the
level of coverage provided and, with respect tc other plarns,
the program shall reinsure up to the level of coverage
provided in & basic or standard health benefit plan.

b. A small employer carrier may reinsure an entire
empicyer group within sixty days of the commencement of the
group's coverage under a health benefit plan.

¢c. A reinsuring carrier may reinsure an eligible employee
or dependent within a pericd of sixty days following the
commencement of the coverage with the small employer. A newly
eligible employee or dependent of a reinsured small emplcyer
may be reinsured within sixty days of the commencement of such
person's coverage.

d. (1) The program shall not reimburse a reinsuring
carrier with respect to the claims of a reinsured emplcyee or .
dependent until the small employer carrier has incurred an
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initial level of claims for such employee or dependent of five
thousand dollars in a calendar year for benefits covered by
the program. In addition, the reinsuring carrier is
responsible for ten percent of the next fifty thousand dollars
of incurred claims during a calendar year and the program
shall reinsure the remainder. A reinsuring carrier's
liability under this subparagraph shall not exceed a maximum
limit of ten thousand dollars in any one calendar year with
respect to any reinsured individual.

(2} The board annually shall adjust the initial level of
claims and the maximum limit to be retained by the small
employer carrier to reflect increases in costs and utilization
within the standard market for health benefit plans within the
state. The adjustment shall not be less than the annual
change in the medical component of the "consumer price index
for all urban consumers” of the United States department of
labor, bureau of labor statistics, unless the board proposes
and the commissioner approves a lower adjustment factor.

€. A small employer carrier may terminate reinsurance for
one or more of the reinsured employees or dependents of small
employer on any plan anniversary date,

f. Premium rates charged for reinsurance by the program to
@ health ma:ntenance organization that is federally qualified
under 42 U.S.C. § 300c(c)(2)(A), and is thereby subject to
requirements that limit the amount of risk that may be ceded
to the program that are more restrictive than those specified
in paragraph "d", shall be reduced to reflect that portion of
the risk above the amount set forth in paragraph "d" that may
not be ceded to the program, if any.

9. a. The board, as part of the plan of operation, shall
establish a methodology for determining premium rates to be
charged by the program for reinsuring small employers and
individuals pursuant to this secticn. The methodology shall
include a system for classification of small employers that
reflects the types of case characteristics commonly used by
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small employer carriers in the state. The methodology shall
provide for the development of base reinsurance premium rates,
which shall be multiplied by the factors set forth in
paragraph "b" to determine the premium rates for the program.
The base reinsurance premium rates shall be established by the
board, subject to the apprcoval of the commissioner, and shall
be set at levels which reasonably approximate gross premiums
charged to small employers by small employer carriers for
health benefit plans with benefits similar to the standard
health benefit plan.

b. Premiums for the program shall be as follows:

{l) AD entire small employer group may be reinsured for a
rate that is one and ore-half times the base reinsurance
premium rate for the group established pursuant to this
subsection.

(2) An eligible employee or dependent may be reinsurec for
2 vratae that is five times the base reinsurance premium rate
for the individual established pursuant to this subsection.

c. The board periodically shall review the methodology
established under paragraph "a", including the system of
classification and any rating factors, to assure that it
reasonably reflects the claims experience of the program. The
board may propose changes to the methodology which shall be
subject to the approval of the commissicner.

10. If a health benef:it plan for a small employer is
entirely or partially reinsured with the program, the premium
charged to the small employer for any rating period for the
coverage issued shall meet the requirements relating to
premium rates set forth in section 513B.4.

11, a. Prior to March 1 of each year, the board shall
determine and report to the commissioner the program net loss
for the previous calendar vyear, including administrative
expenses and incurred losses for the year, taking into account
investment income and cther appropriate gains and losses.

b. Any net loss for the year shall be recoupeéd by
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assessments of reinsuring carriers.

{l) The board shall establish, as part of the plan of
operation, a formula by which to make assessments against
reinsuring carriers. The assessment formula shall be based on
both of the following:

{a) Each reinsuring carrier's share of the total premiums
earned in the preceding calendar year from health benefit
plans delivered or issued for delivery to small employers in
this state by reinsuring carriers.

(b) Each reinsuring carrier's share of the premiums earned
in the preceding calendar year from newly issued health
benefit plans delivered or issued for delivery during such
calendar year to small employers in this state by reinsuring
carriers,

(2) The formula established pursuant to subparagraph (1)
shall nct result in any reinsuring carrier having an
assessment share that 1s less than fifty percent nor more than
cne hundred fifty percent of an amount which is based on the
propertion of the reinsuring carrier's total premiums earned
in the preceding calendar year from health benefit plans
delivered or issued for delivery to small employers in this
state by reinsuring carriers to total premiums earned in the
preceding calendar year from health benefit plans delivered or
issued for delivery to small employers in this state by all
reinsuring carriers,

(3) The board, with approval of the commissicner, may
change the assessment formula established pursuant to
subparagraph (1) from time to time as appropriate. The board
may provide for the shares of the assessment base attributable
to premiums from all health benefit plans and to premiums from
newly issued health benefit plans to vary during a transition
pericd.

(4) Subject to the approval of the commissicner, the board
shall make an adjustment to the assessment formula for

reinsuring carriers that are approved health maintenance
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organizations which are federally qualified under 42 U.S.C. §
300 et seqg., to the extent, if any, that restrictions are
placed on them that are ncot imposed on other small employer
carriers,

{5) Premiums and benefits paid by a reinsuring carrier
that are less than an amount determined by the board to
justify the cost of collection shall not be considered for
purposes of determining assessments.

c. (1) Prior to March 1 of each year, the board shall
determine and file with the commissioner an estimate of the
assessments needed to fund the losses incurred by the program
in the previous calendar year.

(2} If the board determines that the assessmenis needed to
fund the losses incurred by the program in the previous
calendar yvear will exceed the amount specified in subparagraph
(3), the board shall evaluate the operation of the program and
report 1its findings, including any recommendations for changes
to the plan of operaticn, to the commissioner within ninety
days following the end of the calendar year in which the
iosses were incurred. The evaluation shall include: an
estimate of future assessments, the administrative costs of
the program, the appropriateness of the premiums charged, and
the level of insurer retention under the program and the costs
of coverage for small empioyers. If the board feils to file
the report with the commissioner within ninety days folleowing
the end of the applicable calendar year, the commissioner may
evaluate the operations of the program and implement such
amendments to the plan of operation the commissioner deems
necessary to reduce future losses and assessments.

{3) PFor any calendar year, the amount specified in this
subparagraph is five percent of total premiums earned in the
previous year from health benefit plans delivered or issuved
for delivery to smail employers in this state by reinsuring
carriers,

{4y 1If assessments in each of two congsecutive calendar

-19-
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years exceed by ten percent the amount specified in
subparagraph (3), the commissioner may relieve carriers from
any or all of the regulations of this chapter or take such
other actions as the commissioner deems equitable and
necessary to spread the risk of loss and assure portability of
coverages and continuity of benefits so as to reduce
assessments to ten percent or less of that amount specified in
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subparagraph (3).
g d. 1If assessments exceed net losses of the program, the
10 excess shall be held in an interest-bearing account and used
11 by the board to offset future losses or to reduce program
12 premiums. As used in this paragraph, "future losses" includes
13 reserves for incurred but not reported claims,
14 e. Each reinsuring carrier's proportion of the assessment
15 shall be determined annually by the board based on annual
16 statements and other reports deemed necessary by the board and
. 17 filed by the reinsuring carriers with the board.

18 f. The plan of operation shall provide for the imposition
19 of an interest penalty for late payment of assessments.
20 g. A reinsuring carrier may seek from the commissioner a

21 deferment from all or part of an assessment imposed by the
22 becard. The commissioner may defer all or part of the
23 assessment of a reinsuring carrier if the commissioner
24 determines that the payment of the assessment would place the
25 reinsuring carrier in a financially impaired condition. 1If
26 all or part of an assessment against a reinsuring carrier is
27 deferred, the amount deferred shall be assessed against the
28 other participating carriers in a manner consistent with the
29 basis for assessment set forth in this subsection. The
30 reinsuring carrier receiving such deferment shall remain
31 liable to the program for the amount deferred and shall be
32 prohibited from reinsuring any individuals or groups in the
33 program until such time as it pays such assessments.

Q 34 12. The participation in the program as reinsuring
35 carriers, the establishment of rates, forms, or procedures, cr
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any other joint or cecllective action required by this chapter
shall not be the basis of any legal action, criminal or civil
liability, or penalty against the program or any of 1its
reinsuring carriers either jointly or separately.

13. The board, as part of the plan of operation, shall
develop standards setting forth the manner and levels of
compensation to be paid to producers for the sale of basic and
standard health benefit plans. 1In establishing such
standards, the board shall take into consideration all of the
following:

a. The need to assure the broad aveilability of coverages.

b. The objectives of the program.

c. The time and effort expended in placing the coverage.

d. The need to provide ongoing service to the small
empicyer.

e. The levels of compensation currently used in the
industry.

f. The overall costs of ccverage to small employers

selecting these plans.

14. The program is exempt from any and all state or local
taxes.

Sec. 15. NEW SECTION. 513B.7E PERIODIC MARKET
EVALUATION,

The bpbcard shall study and report at least every three years
to the commissioner on the effectiveness of this chapter. The
report shall analyze the effectiveness of the chapter in
promoting rate stability, product availability, and coverage
affordability. The report may contain recommendations for
acticns to improve the overall effectiveness, efficiency, and
fairness of the small group health insurance marketplace. The
report shall address whether carriers and producers are fairly
and actively marketing or issuing health benefit plans tc
sma.l employers in fulfillment of the purposes of this
chapter. The repcrt may contain recommendaticns for marke:

conduct or other regulatory standards or action.
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EXPLANATION
This bill establishes certain requirements related to the
rating practices of small employer health insurance carriers.
Rules are established regarding renewability of coverage and
the use of preexisting condition exclusions and to facilitate
spreading the risk of loss of guaranteed access among

participating carriers.
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HOUSE FILE 2370

RH ACT
RELATING TO HEALTH INSURARCE AVAILABRILITY TO EMPLOYEES OF
SMALL EMPLOYERS AND PROVIDIMG FOR CERTVAIN ASSRSSMENTS.

BE IT ENACTED BY THE GEMERA!, ASSEMBLY OF THE STATE OF I[OWA:

Section L. Section 513B.2, Code Supplement 1991, 1§

amended by adding the following new subsections:

2A, "Basic health benefit plan" means a
plan which is offered pursuvant to section S513B.7E.

7A, "Eligible erployee” means an employee
who works on a full-time basis and has a nornal work week of
thiccy or more hours., The term includes a sole proprietor, a
pattnec of a partneiship, and an independent contractor, if
the sole propeietor, pactner, oc independent contractor is
included as an employee under a health benefit plan of a small

House File 23J)0, p. 2

employer, but does not include an employee wno works on a

part-tine, remporacy, @t substitute basas.
NEW SUBSECTION. 9A. ‘"lLate enccllee” means an eligible

employee or dependent who requests enrollment 1n a health
benefit plan of o small employer Eollowing the initial
enrollment peciod £ot which such individual t1s entitled to
eanroll under the terms of the health benefit plan., provided
the inttial encollment pericd is a peciod of at least thirty
days. An eligible employee ocr dependeat shall not be
considared a late enrollee 1f any ot the following apply:

a. The i1ndividual reets all of the following:

{1) The individual was coveced undetr quallifying previous
cover ;e at the time of the initial enrollment.

{2] The individual lost coverage under qualifying previous
coverage as a result of termination of the individeal's
employment or eligibility, the involuntary termination of the
qualitying previous coverage, death of the individual's
spouse, of the individual's divocce.

{3) The individual requests entollment within thicty days
atter termination of the qualifying previous coverage.

b. The individual 1s employed by an employer that offers
multiple health benefit plans and the individual eclects a
different plan ducing an open encoliment perand.

€. A court has ordered that coverage be providea for a
spouse ot minor or dependent child under a covered employee's
health benefit plan and the reguest for enrollment is rade
within thicty days after 1ssuance of khe court order,

HEW SUBSECTION. 10A. "Qualifying previcus coverage” and
"qualitying existing covetdage™ mean benefits or covecage
provided vader any of the following:

a. Medicaid pursuant to Title XIX ot the Sucial Securtty
Act, medicace pursuant to Titte AVIID of the Socral Security
ACt, OF COvVErage pursuant to the person’s Service as a member

of a branch of the arwed ftorces of the United Srates.
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b. An empioyec-based healtn iasuiance or nealth deret:t

acrangement that provides benefits similar o or exceeding

benafits provided under a basic health benefit plan.

c. An individaal healrh ingsurance poilcy Qr contract
issued by a carrier which provides benetits similacr to o¢
excerd1ng the benefits provided under the basic health benefat
plan, provided rhe policy or contract has been 1n eftect tor a
pericd of at least one year.

NEW SUBSECTION. 14. "Standard healih berefit plan® means
a plan which 13 otfered pursuant to section S13B.7E.

$ec. 2. Section 5138.3, Code Supplement 1991, 1s amended
by striking the section and i1nserting 1o lieu thereof the
following:

5138.3 APPLICABILITY AND SCOPE.

This chapter applies to a health beaefit plan providing
coverage to the employees of & small employer in this state it
any of the following apply:

1. &ny portion of the premium or benefits is paid by or on
behalf of the srall enployer.

2. An eligible employee or dependent is reimbursed i1n any
ranner by or on benalf of the small employer for any portion
ot the premium or benefits,

3, The health benefit plan 15 treated by the employer ot
any of the eligible employees or dependents as part of a plan
or program for the purposes of section 106, 125, or 162 of the
Internal Revenue Code as defined in section 422.3.

4. a. Except as provided in paragraph "b", for purposes
of this chaptet, carciecrs that are atfiliated corpanies oc
that are eligible to tile a consolidated tax eeturn shall be
treated as one cartier and any restcictions or limitations
imposes by this ¢hapte: shall apply as 1f all health benefit
plans delivered or issued tor delivery to small employers in
this state by such carriers were issued by one cairier.

b. An atfiliated carrier which 15 a health maintenance

organization possessing a4 certificate of authority issued
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pucsuant to chapter SL4B shall be consLdered 1O be a4 separate
carrier for the purposes of this chapter.

r. Unless otherwise authcrized by rhe Tormlgsicrer, d
small employer carrier $hall cot enter 1nto one or more ceding
arrangements with respect to health benefit plans delivered or
issued €01 delivery to small employers ia this state 1f the
atrangerents would resuit 1n less than fatty pecrceat of the
insurance abligation oc¢ tisk for such health benetit plans
being retained by the ceding caroyer.

Sec. 3. Section S13B.4, subsection 1, paragraph c,
subpatagcaph (1), Code Supplement 1991, 15 amended to read as
tollows:

{1) The peccentage change in the new business prenium cate
measuced from the first day ot the prior rating period ro the
Eirst day ot the new ratiag period. In the case of a class of
business tor which the small employer carrier 1§ not 1ssuing
new policies, the small employer carrier shall use the
peccentage change in the base premium rate, provided that the
change does aot exceed, On a percentage Eﬁﬁié; the change in
the new business premium tate tor the most similac health
benefit plan into which the small employer carriec 18 actively
enrolling new insureds who are small ermployers.

Sec. 4. Secrion 513B.4, subsection 1, patagraph d, Code
Supplement 1991, is amended to read as tollows:

d. [n the case ot health benetit plans issued prior to
July L1, 1991, a premium tate for a cating period may exceed
the tanges described :n subsection L, paragraph "a” ot "b" of
this-sectron, for a period of €ive three years tollowiag July
1, $99% 1992, In such case, the percentage increase Ln the
premium rate charged to o small employer in such a class of
pusiLness for a new rating period may not exceed the sum of the
tollowing:

(1} The percentage change in the new business Qremium rate
measured trcm the £irst day of the prior rating geriod to the
fiest day of the new rating period. [n the case of a ¢class ot
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business for which the seall employer carriec 15 net 1ssuiag
new policies, the small employer cacrier shall use the
percentage change 1n the base premium rate, provided that the

change does not exceed, on a percentaqe basis, the change in

benetit plan tnio which the small erployer cacrier is actively

enreolling new 1nsureds who are small employers.
{2) any adjustmeat due to change i1n coverage or change tn
tne case characteristics of the small erployer ag determined

feom the small employer carrier's rate manual for the class of
business,

Sec. 5. Section S5118.4, subsection L, paragcaph e, Ccde
Supplerent 1991, 1s amended by striking the paragraph and
inserting in bieu theteof the following:

e, Any adjustment in cates for claims experience, health
status, and duration of coverage shall not be charged to
individual employees oc dependents, Any such adjustment shall
be applied uniformly to the rates charged for all employees
and dependents of the srmall employer.

Sec., &. Section S13B.4, subsection 2, Cocde Supplement
1991, is amended by adding the following new unnumbeced
paragraphs:

HEW UNNUSMBERZD PARAGRAPH. For purposes of this subsection,

case chardacteristics may wnclude industry classificatron,
provided that the highest rate factor associated with any
tndustry classificati1on shall not exceed the lowest tate
factor associated with any 1ndustry class:fication by more
than fi1fteen peccent. However, case characteristaics other
than age, industry classification, geographic area, fam:ly
composition, and group size shalt not be used by a srall
employer carrier without the prior approval of tne
cormissioner. Gender may be used by a small employer carrier
45 A Case characteristic provided rhe 1nsurance Jivision has
conducted an indesendent actuarial study that determ.ned the
use of gerde: =0 be actuarially Justitied and, toerefore, an
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allowed case characteristic. The study sball be based upon
lowa data to the extent the data is statistically +al:d o-
actuarially sound. The cormissioner ray assess the cost ot
the study to health insurance carriecrs admitted to this stare
pursuant to the pracedures established for the aszeasmont of
tees and charges against certain insurers under section
SNTD,4. The commissioner, up>n receipt of the findings of the
study, shall adopt rules prohibiting or permnitting the use ot
gender as an allowed case characteristic as determined by the
study.

BEW UNNUMBERED PARAGHAPH. Rating tactors shall peoduce

preriums tor identical groups which Jitfer only by amounts
atteibutable to plan design and do not reflect diftecences due
to the nature of the groups assumed to select particular
health benefit plans. A small employer carrier shall teeat
all health beneéit plans issued or renewed an the same
calendar month as having the same cating period,

Sec. 7. Section 513B.4, Code Supplecent 1991, 18 anended
by adding the following new subsection:

2A. For purposes of this section, a

health benetit plan that utilizes a restricted provider
network shall oot be consideced similar coverage to a health
benefit plan that does not utilize such a network, provided
that utilization of the restricted provider network results an
substantial ditferences 1n claims costs.

Sec. B. Secrion 513R.5, subsection 1, Code Supplement
1991, 1s amended by adding the following new paragcaphs:

NEW PARAGRAPH, (. Repeated misuse of a provider network
provisaion,

Nl _PARAGHAPH. g. The comnissioner €inds that the

continuation of the couverage 1s not 1n the best interesrs ot

the policyhotders or cectificate holders, or would wmpaic the
cartier's abul.ty to meet 1tg contractual obligations. If
neneenkwal occucs a8 4 recult ot t.ndings pursuant =0 this
paragrapn, the commissioner shall assist affected small

employers 10 fi1oding replacerent coverage
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Ses. 9. Section SLIB.S, subsection 2, unaumnered paragiavhk
1, Code Supplemeat 1991, s arended to read as follows:

A small employet carriec may cease Lo renew all plans wndet
a class of business, or all classes of business 1n 4 defined
gecqgraphic region :f the cacrier 1S a health maintenance

organization. The sfall employer carriet shall provide notice

at least arnety one hundred eighty days prior to terminas ion
of covetage £o all atfected health benefrt plans and to the
conmigsionet in each state in which an aftected Lnsured
ind1v1dual 15 known to reside. A small employer carrier which
exercises 1ta 1ignt to cease to renew all plans in a class ot
business shall not do eithee or both of the following:

Sec. 17, Sectivn $138.6, subsection 3, Code Supplement
1991, is arended by striking the subsertion aad inserting in
lieu thecreot the following:

3, The provisions relating to any preexisting condition
provision,

Sec. ‘1. KBEW SECTION. S1J1B.74 AVAILABILITY OF COVFRAGE.

1. a. A small enployer cacrier, as a condition aof
transacting business in this state with srall employers, shall
actively otfe: to small employers at least two health bencfit
plans, Gne health benetit plan oftered by each small employer
cartier shall be a basic health benefit plan and one plaa
shall be a staandard health benetit plan.

b. (1) A small employec carrier shall rssue a basic
health benetit plan ot a standard health benetit plan to an
eligible small employer that auvplies tor elther plan and
agrees to make the required premiun payments and to satisfy
the other reasonable provisions of tae health venefit plan not
inconsistent with this chapter,

{2) & small employer carcriet establishing more than one
class of business shall maintain and issue to eligible sma:l
employers at least one basic health penctit plan and at least
one standatd health benefit plan in each ¢lass of ouslness
established. A small enployer carrier nay apoely teasonable
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criter1a .n determining whether to accept a small employer
provided all of the tcllowing apply:

(a) The criteria are act i1ntended to discourage or prevent
acceptance of small employers applying fo: a basic o stardacrd
healrh benefit plan.

(b} The ctaiter.a are not related to the health status Cr
claims experience of the small employer.

{c¢) The ctiteria are appliied consistently to all small
employers applying tor coverage in the class of business,

(d) The small employer cacrier provides tor the acceptance
of all eligible small employers 1ato one or moce classes ol
husiness.

The previsions of this subparagraph do not apply to a class
of business into which the swall employer carrier is no tonger
enrolling new ingureds who are small employers.

[3y for purposes of thas lettered paragraph, a snall
employer is eligible if 1t employed at least two or more
cl1gihle employees within this state on at least €ifty percent
of 1ts days of operation during the preceding calendat
quarter. The provisions of this lettered paragrapb shall be
effective one hundred eighty days attec the commiusioner's
appeoval of rhe basic health benefit plan and the standard
healtn benetat plan.

i, a. A small employec carraiet shall tile with the
comarssioner, in a form and mannet prescribed by the
commissioner, the basic health benetit plans and the standard
health benefit plans to be used by the cacrier. & health
benefit plan filed pursuant to this paragrapb may be usen by a
small employer carcier begtnning thicty days atter 1t i %1led
unless the ¢ormissioner disappcoves Lts use.

B. The commissioncr abt any time after providing notice and
oppotrtunity for heataing may disapprove the continued use of o
bastc or standacd health benefit plan by a small ewployer
carrier on the grounds that the plan does not meet the
requicrements of this chapter.
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3. A health benefit plan providing coveraqge toe snall
employers shall satisty all of the following:

a, The plan shall not deny, exclude, or limit benefits tor
a covered aindividual for losses incurred more than twelve
months tollowing the eftective date of the indiidual’s
coverage due to a preexistang condition. A health hencfit
plan shall not detine o preexisting condition woce
resterictively thaa the following:

{11 A condition that would cause an ordinarily prudent
person to scek medical advice, diagnosis, care, or treateent
during the gix months immediately preceding the etfectuve date
ct coverage,

(2) A condition tor which medical advice, Jdiagnesis, carce,
ot treatment was recommended or tecewved during the six months
imrediately proceding the etfective date ot coverage.

{1] & pregnancy existing on the effective date of
coverage.

b, The plan shall waive any time period applicable to a
preexisting condition exclusion or limitation period with
respect to patticular services €or the period of tice an
individual was previously covered by qualityiag previous
coverage that provided benefits with respect to such secvice,
provided that the qualifying previous coverage <as continuous
to a date not less than thirty days priocr ro the etfectave
date of the new coverage. This paragraph dces not preclude
application of any waiting pec:od applicable to all new
enrollees under the health benefit plan.

¢. The plan ray exclude coverage for late enrollees for
the greater of eilghtesn months or an erghteen-month
preexisting condition period, provided that 1t both o rer12d
of exclusion fron coverage and a preexisting condition
exclusion are applicable to a late enrellee, the corbined
peried shall nor exceed eighteen months Erem the date the
wndividual encolls tor coverage under the health beaetit plan,
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d. (1] Except as provided in subparagraph (3},
tequirements vused by a small employer carrier 1n deternining
whether to provide coverage ta a small esmployec, 1ncluding
reguizenents for minimum pacticipation of eligible emplcvees
and mialtun enployer contributions, shall be applied unitormly
among all small employers with the same number of eligible
employees applying for coverage Qr receiving coverage trom the
small employer carrviec,

(2] & small employer carriet may vary application of
minimum participation requirements and minimum employer
contribution requirements only by the size of the small
employer group.

(3) Pvcept as provided 1n thrs subparagraph, a small
employer cacrier shall not consider employees or dependents
who have qualifying existing coverage in detecmining whethec
the applicable percentage of participation is met under the
applicable minimum participation cequirerents, However, with
respect to a smalt employer with ten or fewer eliquble
employees, a small employer cacrier may consider enployees or
dependents who have coverage under another health benet1t plan
spunsoced by the small employer when applying minimur
participation requirements.

{4) A snall employer cacrier shall nobt increase any
reguitement [or sminimum employee particLpatlon ot any
reguitement for cintmum employer contribution applicable to &
small employer at any taime after the small employec has been
accepted tor coverage. For any plan issued prior to July L,
1992, a carriet may, upon approval of the ccmrigssioner,
inccease a minimgm employee participation requirement or &
mntaen employer contribution tequirement consistent «<eth
chapter 509.

¢, (1) It a small employer carcier oftecs coverage to a
small employer, the small! employer carrier shall offer
covetage to oll ¢ligible enployees of the small employer and

the enployees' dependents. A gmali empleyer cazvietr shall not
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otfer coverage to only certain individuals 1n a small employer
geoup O¢ Lo only part oF the grcup, except as permitted sith
regard L0 late enrollees.

{2) & small employer carrier shali not modify a basic or
standard health benefit plan «ith respect to a small employer
or any eligible erployee ot dependent through ridecs,
endorsements, or other reans, to restrict or exclude coverage
for cectaln diseases or medical conditions otherwise covered
oy tae health benebit plan.

4. a. A snall employer carriec shall not be rcequiced to
offer covecage or accept applications pursuant to this section
where any of the following apply:

{l] ™ a small employer, where the small enployer 1S not
physically lccated 1n the catrieer's established geographic
service area,.

{2) To an employees, when the employee does not work ot
reside within the carriec's established geographic service
area.

{3) WiLthin an area where the small employer carrier
ceasonably anticipates and demonstrates to the satisfaction of
the commissioner that 1t will not have the capacity within the
catrier's established geographic service area to delive:
service adequately to the members of such grcups because of
the cacrier's obligations to ¢xi1sting group policyholders and
enrollees.

b, A small erployer carrier not requited to ofter coverage
or accept applications pursuant to parageaph "a', subparagraph
(3), shall not offer coverage 1n the applicable area to new
employer groups with more than twenty-five eligible erployees

or to any small employer groups until the later of one hundred

e1ghty days following such cefusal or the date on which the
carricr notifies the commissionetr that 1t has tegained
capacity to deliver services to srall employer groups.

S. A small employer carcier shall not be required to otter
coverage to small employers pursuant to subsection L Eor any
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geci1od of tire “tere the commissioner detecmines that the
acceptance of the otfers by small empioyers in accordance with
subsection 1 would place the srall employer carcier in a
tinanciatly impaiced condition,

Sec. t2. MNEA SECTION. S513B.78 NOTICE OF INTENT TO
OPERATE AS A RISK-ASSUMING CARRIER OR RETINSURING CARRIER.

1. &. A srall employer careier authorized to transact the
business of 1nsurance in this state shall notafy the
commissionet at the tire of authorazation of the carvier's
intention Lo Operate as a ri1sk-assuming carcvier or a
celnsuring cacriee, A small employer carrier sveking to
operate as 4 risk-assuriag carciec shall make an application
pursuant *2 section 5138.7C.

b. The notification of the commissioner concarning tae
catrier's i1ntention pursuant to paraqraph “a” s binding for &
five-year period frcm the date notification 1s given, except
that the 1nitial notification given by carriers atter the
effective date of this Act 1s binding for a two-year peciod,
The commissioner may permit a carcriet to rodify the carrier’s
decision at any time for good cause.

c. The cormmissioner shall establish an application process
for smail employer cacrriecs seeking to change thelr status
pursuant to this subsectaion.

2. A .einsuring carrier that applies and 1s approved to
operate as a risk-assuming cartier shall not be petmitted to
continue to reinsure any nealth benefit plan with the progran.
The carrier shall pay a prorated ossessment based upon
husiness 1ssued as a tewnsuring carrier for any portion of the
year that the business was ceinsured.

Sec. L3, HEM SECTLON. 5L3B.7C APPLICATION TO BECOME A
RISK-ASSUMING CARRIER.

1. A snall employer carcier ray apply to hecome a risk-
assum:ng cacriec by tLling an application with the
commissioner 1n 4 torm and manone: prescribed by the

cormissionec,
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2. In evaluating an application made pursuant to bhis
section, the commissioner shall consider the folleowing
tactors:

a, The carrier's fipancial condition.

b. The carrier's history of rating and undecwriting small
employetr groups,

c. The carcier's commitment to market fairly te all srall
employers 1n the state or the carcier’s established geoqraphic
service area, as applicable.

d. The cacriec's expecience with managing the risk of
small employer 9coups.

3. The commissioner shall provide public notice ot an
application by a small employer carrier to be a risk-assuming
carrier and shall provide &t least a sixty-day perirod for
public comment prior to maxing a decision on the application,
1€ the application 18 not acted upon within ninety days of the
ceceipt of the application by the commissioner, the catrier
ray tequest a hearing.

4, The cormissioner may rescind the approval granted to a
risk-assuming cacrier under this section if the commissidonar
findg any of the following:

4. The carrier's financial condition will no longer
support the assumption of tisk frem issuing coverage to small
erployers 1n compliance with secction 513B.7A without the
protection provided by the program.

b. The carrier has failed to market fairly to all small
cnployers in the state or the carriec’s established geographuc
secvice drea, as applaicable.

c. The carcier has failed to provide coverage to eligible
small employers as requicted under section 513B.7A.

5. A small employer catrier electing to be a r1sk-assuming
cartier shall not he subject to the provisions of section
3L3R.70,

Sec. L4. MeW SECTLON. S5138.70 SMALL EMPLOYER CARRLER
RINSJRAKRCE PROGRAM.
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1. A nonpratit cocporation is established to be known as
the lowa small emplcyer health teinsurance prcgram.

2. A rewnsuring carriec 1§ subject to this progrom.

3. a. The program shall operate subject to the
supetvision and control of a board. Subject to the provisions
of paragraph “b*, the boatd shall consist of nine renbers
apporated by the commissionec, and the ccmmisgioner or the
commissioner's designee, who shall serve as an ex officio
mempet and as chaleperson of the beard.

b, I[n appointing the members of the boacd, the
commrissioner shall include cepresentatives of small enployercs
and small employer carciers and such other 1ndividuals as
deter~ine? to be qualitied by the cosnissioner. At least five
of the members of the board shall be representatives of
retnsuring carriecs and shall be selected trom tndividuals
nominated by small employer catriers in this state pursuant to
procedures and quidelines provided by rule of the
compr asiorer.

c. The i1nitial board members shall be appointed as
fallows:

{l] Three merbers shall be appointed for a teim of two
years,

{2} Threc menbers shall be appointed for a term of four
years.

{1} Three renbecs shall be appointed for a term of six
yeacs.

d. Subsequent menbers shall be appointed tor terms ol
theee yeors, A board member's term shall continue until the
membec's succeysor is appointed.

e. A vacancy Ln the board shall be tilled by the
commisstonet Ear the cemainder ot the term. A merber of the
board may be cermoved by the commissioner [or cause.

4. The board,., within one hundred e:ghty days atter the
initial appointments. shall subm:t a plan ot ooeration to the
cenmissioner.  The commu.ssioner, atter notice and bearing, may
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approve the plan of operation 1t the comrissicner determ.nes
that the plan 1s suitable to assure the faic, 1easonable, and
equitavle administration ot the program, and provides tcr the
shar:ng of program gains and 1o95¢S on an equttable and
propactionate basis 1a accordance with bhe peovasions of this
sectica. The plan of operation 1s etfective uron wertten
approval of the commissioner. After the 1nitial plan ot
operation 15 submitted and approved by the comnissioner, rhe
bodrd may submit to the CoMMLSS1ONer any amendments to the
plan necessary ot suitable to assure the fair, teasonable, and
equitable admimistration of tae peogran.

5, Lf the board Fails to submit a plan of operati1on with:in
one hundred eighty days afrer the bcacd's appointment, the
commissioner, attec notice and heacring, shall establish and
adopt a temporacy plan of operation. The commissioner shall
amend or cescind a plan adopted pursuant to this sudsection at
the time a plan is submaitted by the board and approved by the
commissiones,

6. The plan of operation shall do all of the following:

a. Establish procedures for the handling and accounting of
progeam assets and moneys, and for an annual fiscal ceporting
to the ccmalssioner.

b, Estaplish procedures for selecting an admimstecing
catcier and setting torth the powers and duties of the
admrn.stering cacrier.

c. Establish procedutes for reinsuring raisks in accordance
with the provisions of this section.

d. Estabiish procedures for collecting assessmeants trome
reinsuring cacriecs to tund claims and administrative expenses
incyrted or estirated to he incurred by the program.

¢. Provide tor any additional matbers necesssry to
implement and administer the prograr.

7. The same general powers and acthority gqranted under the
laws of this state to Lnsurance companies and health

meintenance organitzations licensed te transact business an
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this state may be exercised by the board under the program,
except the power to 18sue health benefit plans directly to
eitner geoups or andividuals, Additionally, the beare s
granted the specitic authority to do all ¢r any <t the
following:

a, Enter 1nto contracts as pecessacy of proper to
admirister the provisions and purposes of this chapter,
1acluding the authority, with the appeovai of the
commissioner, ta enter 1nto contraces with sirilar progeams in
other states tor the joint performance ot comeon tunctions oc
w1th pecsons ot other organizations For the perforaance ol
administrative tunctions.

b, <ve ar be sued, including taking any legal action
necessary Of Proper to recover any assegsments and penalties
taor, on behalt of, or against the pcocgrar or any reLasucing
carrLecs.,

c. Take any legal action necessary to aveid the payment of
imprope~ ~laims made against the program.

d. Define the health benefit plans for which relnsurance
will be provided, and issue reinsucance policies, pursuant to
this chaptet.

e. Establish rules, conditions, and proceduces tor
te1nsuring risxs under the program,

. EsLablish and 1nplerent actuariael funcitons as
appropriate tor the opecation of the program.

g. ASSESY [CLNSUTLNG CACI1Ers 1N accordance with the
provisions ot subsection L1, and make advance anterin
assessmeats as may be ceasonable and necessary for
organizataonal and L1aterir cperating expenses.  Any antecam
assessrents shall be credited as offsets against any regular
assessrents Jue tolleowing the close of the calendar vear.

h. Appeint appeopriate legal, actuarial, and other
commitrees as necessaty to provide techumical assistance in the
operat.on of the program, policy and other contract design,
and any other function within the authoraty of the progear.
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L. Borrow money to eftect the purposes of the program,

Any notes or other evidence of indebtedness of the program not
in default are legal investments for carraecs and may be
cartied as admitted assets.

8. A rewnSuring carrier Mmay reinsure with the program as
provided in this section.

a., With respect to a basic health benefit plan oc a
standard health benefit plan, the program shall ceinsure the
level of coverage provided and, with respect to othec plans,
the program shall reinsure up to the level of coverage
ptovided 1n a basic or standard health benefit plan,

b. A smali employer carrier may reinsure an entice
erployer group within sixty days of the commencement cf the
grouwp's coverage under a health benefit plan.

¢. A reinsucing carrier ray teinsure an eligible employee
oc dependent within a peciod 0f sixty days following the
commencement of the covecage with the small employec., A newly
eligible employee or dependent ot a rerwnsured small employer
may be reinsuced within sixty days of the commencement ofF such
cerson’'s coverage,

d. (1) The program shall not reimburse a reinsuring
carrier with respect to the claims of a ternsured employee or
dependent until the 3mall employer cariier has incurted an
inittial Llesel of clawms for such employee or dependent of tive
thousand dollars 1a a calendar year for benefits covered by
the prograr., In addition, the reinsuting carrier 1S
responsible tor ten percent ot the next fifty thousand dollars
of incurced claims during & calendar year and the program
shall reinsure the remainder. A reinsuring carriec's
liabtlity under this subparagraph shall not esceed a maximum
limit of ten thousand dollars 1n way one calendac year #ith
respect to any reinsuced 1ndivadual.

{2) The bcard annually shall adjust the inat:al tevel of
claims ond the maxirur limit to be retained by rhe small
employer catc.er to cetlect 1nCreases Ln costs and utilyrarion
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witiin the standard market Eor health benefit plkans witain the
state. The adjustment shail not be less than the aneval
¢hange in the medical companent of the "consumer poice index
for all urban consumers™ of the United States depactment o
labor, bureau of labcr statistics, unless the boacd pioposes
and the commissioner approves a lower adjustment factor,

e. A small employer catrier may terminate reélnsucranve toc
one or more of the reinsured enployces or dependents of small
erployec on any plan anniversary date.

F£. Premium rates charged for reinsurance by the program to
a health maiLntenance ocganization that is tedecally qualitied
under 42 U.5.C. § J00c{c)(2i(a), «nd 15 thereby subject to
requirerients that limit the amount of cisk that ray be ceded
to the program that are roee testrictive than those specitaed
in paragraph “d", shall be reduced to reflect that portion ot
the risk above the amount set focth ln paragraph "d" that nay
not be ceded to the progran, if any,

9. a. The bcard, as part of the plan of operation, shall
establish a methodology For determining prenium rates to he
charged by the program tor reinsucing srall enployers and
individuals pursuant to this section. ‘the methodology shall
taciude a system for classification of small employers that
reflects the types of case charactezistics cemmanly used by
small employe:r carriers an the state. The methodulogy snall
prdede for the deve.opment of base relnsurance premium rates,
which shall ve multiplied by the tactors set forth in
paragtapnh "b" rto determine the premium rates [or the projeam.
The base relnsucance premrum rates shatl be established by the
beard, subject to the approval of the cormissioner, and shall
pe set ar levels which reasonably approxwmate Qross premiums
charged to small erployers by small employer carriers tor
health benefit plans with benefits similar to the standard
health bepefit plan.

b, Premiumn tor the prcgran shall be as follows:
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(L) &5 entire small employer Qroup may be ceingsured for a
rate that 16 one and ¢ne-half times the base rernsucance

premium rate for the greup established pursuact to this

subsection,

(21 An eligible employece or dependent may ne ceiwnsuced tor
& rate that 1s five times the base reinsurance premiur cate
for the individual established pursvant b rhis sybsection,

¢. The board periodically shall review the methodology

-

established under paragraph “a™, including the system of
classification and any rating facters, to assure that it
reasonably reflects the clawms experience of the program, The
beatd may propnse changes to the methodology which shall be
subject t~ the approval of the commissioner.

L0. 1% a health benefit plan tor a smail employec 1s
entirely or partaally reinsured with the program, the premium
charged to the small employer tar any rating period tor the
coverage issued shall meck the requitrements telating to
prenium rastes set forth in section 5138.3.

11. a. Prior to March L of each year, the board shall
detetmine and report to the commissioner the program net loss
Eor the previous calendar year, including admimistrative
expenses and Lncurted losses for the year, taking into account
Lnvestment 1ncome and other appropriate gains and losses,

b. Aoy net loss for the year shall be recouped by
asgessments of reLOSUCING Carriers.

(1) The board shall estaplish, as patt of the plan of
gperation, o tormula by which to make assessnents against
teLnsuring carrlers. The assesument tormula shall be based on
toth ot the following:

{a) Each reinsuring ¢accher's shate of the total premiums
earned 1n tne preceding calendar year frem healtn benefat
plans del:vered or 1ssued for delivery to small employers in
this state by reinsucing cacriets.

{h) Each reinsaring cartier's shace of the premiums eacned
1n the preceding calendar year from newly i1ssued health
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benetit plans cdeliveced or 1sasued tor delivery during sach
calendar year to small employers 1n this state by cewnsaring
cacriers.,

{2) “ihe forrula established purfuant to subpatagraph (1)
shall not result i1r any ceinsuring cartier having an
assessment share that is less than tifty percent nor more than
one hundred fi1fty perceant of am amount which 1s based on the
propoction of the reinsucing cacrier's total premiuns earned
in the preceding calendar year from bealth benefit plans
delivered or 1ssued for delavery to small employers in this
svate by reinsuring cacriers to total premiums earned 1n the
pteceding calendar year £rom heaith benetait plans deliveced or
1ssued for delivery to small empioyers i1n this stare by all
reinsuring cacriers.

{3) The board, with approval of the cormiszioner., may
change the assessment formula establisned pursuant to
subparagraph (1) Erum tine to tume as appropriate, The board
may ~-ovide for the shaces of the assessment base attributable
to premiums from all health benefit plans and to premiums foom
newly issued health benefit plans to vary during a tcansition
peciod,

{4) Subject to the approval of the commissioner, the npoard
shall make an adjustment to the assessrent formula for
teinsuring carriers that are approved health mainteaance
organtzations which are tedecally qualitied under 42 U.5.C. §
300 et seqg., to the extent, 1t any, that testricticns are
placed on them that ate not aimposed on other small erployer
cactriers,

{%) Premums and benefits pard by a4 reinsuring cdareaer
that are less than an amount determined by the board to
justity tae cost of collection shall not be constdeced for
purposes of determieiag assessments,

e. (1) Prior to March 1 of each year, the board shall
detecrine and file with the commissioner an estimate of the
assessments needed to fund the losses incurred by the progran

1n the previous calendar year.
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{2) IFf the board detercines that the assessments needed to
fund the losses incurred by the program in the previous
calendar year =ill exceed the arount specified i1n subparagrapb
(3], the board shall evaluate the operation of the progcam and
teport its £indings, including any recommendations tor changes
to the plan of operation, to the comnissioner within ninety
days tollowing the end of the calendar year in which the
losses were incurred. The evaluation shall i1nclude: an
estimate of future assegsrents, the administrative costs of
the program, the appropriateness of the preriums charqed, and
the level of insurer retention under the program and the costs
of coverage for small employers., It the board fails to file
the report with the ccmmissioner within ninety days following
the end of the applicable calendar year, the commasioner may
evaluate the operations of the program and inplement such
amendrents to the plan of operation the commissioner deems
necessary to reduce future losses and assessments.

{3} FPFor any calendar yeat, the amount specified 1n this
subpacagraph is five percent of total premums eacned in the
previous year Erom health benetit plans delivered or 1ssued
toe delivery to small employers in this state by reinsuring
carrlers,

(4) 1f assessments i1n each of two consecutive calendar
years exceed by ten percent the amount specified 1o
subparagraph {3), the ccmmissioner may relieve carciers frem
any or all of tne requlations of this chapter or take such
other actions as the commissioner deems equitable and
necessary to spread the risk of loss and assure poitability of
coverages and continuity of henetits so as to reduce
assessments to ten pergent or iess of that amount sygecified in
suopacaqgeaph {1).

d. If assessments exceed net losses of the progran, the
excess shall be nheld in an intecest-beacing account and used
by the board to offser future lcuses or to reduce progranm
premiums. As used 1n this pazaqrapt, “futuce tosses” sneludeg

teserves for w1ncutred but not reperted <lawrs.,
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e. Each rewnsuring carrlecr's proportion of the assessmeat
shall be detecrined annually by the board based ca annual
statements and other ceports deemed necessary by the board and
filed by the reinsuring carciers with the board.

E. The plan of operation shall provide For the impcairion
of an interest penalty foc late payment of asgessments.

g. A rewnsuring carrier may seek from the commissicner a
determent from all or patr of an assessrent 1oposed by the
board. The commissioner nay defer all or part of the
assessment of a reiasuring carriec it the commissioner
determines that the payment ot the assessment would place the
reinsuring carcter in a financrally imparred condation. Ie
all or pr-t of an assessment against a ceinsucring carrier 1s
deferred, the amount deferred shall be assessed against the
other participating carriers 1n a manner consistent with the
hasis tor assessment set forth in this subsection. The
reinsuring carrier recei1ving such defecrment shall cemain
liable *~ the prcgram for the amount deferred and shall be
prohibited from reiasuring any individuals or groups .o the
proqgram until such time as it pays such assessments,

12. The pactaicipation in the program as reLnsuring
carriers, the establishment of rates, forms, or procedures, ot
any other jownt or collective action tequiced by this Chaoter
shall not be the basis of any lequl action, craminal or civil
liabiliry, or peaalty agatinst the progran ot any of its
relnsuring carcires elther jowntly or separately.

l3. Tne boara, as part of the plan of operation, shall
develop standards setting forth the manner and levels of
compensation to be pald to producets tor the sale of basic and
standard health beretit plans., In establighing such
standazds, the bcard shall take into considecation all ot the
following:

a.. The need to assure the broad availability ot coverages.

b, The oSujectives of the pcogram,

¢, The tioe and effoet expended 1n placing the coverage.
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d. The need to provide ongolrg service to the grall
employet.

e. The levels of compensation currently used in the
industry,

F. The overall costs of coverage to small employers
selecting these plans.

11. The program 13 exenpt frem any and all state or local

taxes.
$ec, 15. HNEW SECTION. SLIB.7E HEALTH BENEFIT PLAN
STANDARDS .

1. The cemmissioner shall adopt by tule the Form and level
of coverage of the basic health benefit plan and the standacd
health he~gfit plan to be made available by o small employec
catriec pursuant to section SLIB. /A, The cotmissicner's rules
shall i1nclude the benefit levels, cost sharing levels,
exclusions, and limitations for the casic health benefit plan
and the standacd health benefait plan, and shall detine tor
putposes of this chapter, a basic health benefit plan and a
standard health benefit plan which contain benefit and cost
sharing levels that are consistent with the basic method of
operation and the benefitr plans of health maiatenance
organizations, including any restrictions imposed by federal
law,

2. The conmigsioner's rules may w1aclude cost containment
teatures such as the following:

a. Utilization review of health care secvices, including
review of medical necessity of hospital and physician
services,

h., <Case management.

€. Selective contracting with hospitals, physicrans, and
other nealth cacre providers.

d. Reasonable benefit diftereatials applicable to
providers that participate or do not pactic:pate in
arrangements using testercted Nebwori provisions.

e. Other managed cate provisions.
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Sec. l6. NEW SECTION., SLIB.F PERIODEC MARKET
EVALUATION,

The beard shall study and repcrt at least every three years
to the ccmmissioner on the effectiveness of this chapter. The
report shail analyze the eftectiveness of *he chapter in
promoting rate stability, product avallability, and coverage
affordabLlity. The teport may contain cecommendations foc
actions to improve the overall effectiveness. etfictency, aed
faicness of the small group health insurance macketplace. Tne
report shall address whether carciers and producers ace tairly
and actively marketing or 1ssuing healvn benet.r plans to
amall employers in tultillment of the purposes of this
chapter. The report may contain reccmnendations for market
conduct. ot other tegulatory standards or action.

Sec. L7. NFW SECTION. SL3B.7G APPLICARILITY OF CERTAIM
STATE LAWS.

The provisions of chapter S14H shall not apply to basic
health benefit plaas and standard health benefit plans as
provided for in this chapter, except for section 514H.8,

Sec. 18, Section S13B.8, Code Supplement 1991, is anended
to tead as follows:

$138.8 DISCRETION OF THE COMMISSIONER.

1. The comeassioner may suspend all or any part of secrion
513B8.4 as to the premium tates applicable to one or moce smail
employers tor one or rore rating periods upon a filing by the
small employer carrier and a finding by the cormissioner that
the suspension Ls reasonable 1n light of the financial
condition of the carrier or that the suspension <ould enhance
rhe efticiency and faltness of the rairketplace tor small
employer health insurance,

2. _The commisstoner may suspend ot modity the notmal work
wegk requirecent ot thirty or more houcs uadec the detinition

of eligible employee upon a_tinding by the comy
the_suspension would enhance the availability ot heal
surance to employees of small erployers.
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3
‘ 3. The commissioner may adopt, by rule or order,

transition provisions to facilitate the orderly and

coordinated implementation of this Act.
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