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S.F. H.P. 

1 Section 1. Section 513B.2, Code Supplement 1991, is 

2 amended by adding the following new sUbsections: 

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

4 who works on a full-time basis and has a normal work week of 

5 thirty or more hours. The term includes a sole proprietor, a 

6 partner of a partnership, and an independent contractor, if 

7 the sole proprietor, partner, or independent contractor is 

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

9 employer, but does not include an employee who works on a 

10 part-time, temporary, or substitute basis. 

11 NEW SUBSECTION. 9A. "Late enrollee" means an eligible 

12 employee or dependent who requests enrollment in a health 

13 benefit plan of a small employer following the initial 

14 enrollment period for which such individual is entitled to 

15 enroll under the terms of the health benefit plan, provided 

16 the initial enrollment period is a period of at least thirty 

17 days. An eligible employee or dependent shall not be 

18 considered a late enrollee if any of the following apply: 

19 a. The individual meets all of the following: 

20 (1) The individual was covered under qualifying prev~ous 

21 coverage at the time of the initial enrollment. 

22 (2) The individual lost coverage under qualifying previous 

23 coverage as a result of termination of the individual's 

24 employment or eligibility, the involuntary termination of the 

25 qualifying previous coverage, death of the indivldual's 

26 spouse, or the individual's divorce. 

27 (3) The individual requests enrollment within thirty days 

28 after termination of the 

29 b. The individual is 

qualifying previous coverage. 

employed by an employer that offers 

30 multiple health benefit plans and the individual elects a 

31 different plan during an open enrollment period. 

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

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

34 health beneflt plan and the request for enrollment is made 

35 within thirty days after issuance of the court order. 
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1 Sec. 2. Section 5138.3, Code Supplement 1991, is amended 

2 by striking the section and inserting in lieu thereof the 

3 following: 

4 5138.3 APPLICABILITY AND SCOPE. 

5 This chapter applies to a health benefit plan providing 

6 coverage to the employees of a small employer in this state if 

7 any of the following apply: 

8 1. Any portion of the premium or benefits ~s paid by or on 

9 behalf of the small employer. 
10 2. An eligible employee or dependent is reimbursed in any 

11 manner by or on behalf of the small employer for any por tion 

12 of the ;:>remium or benefits. 

13 3. The health benefit plan ~s treated by the employer or 

14 any of the eligible employees or dependents as part of a plan 

15 or program for the purposes of section 106, 125, or 162 of the 

16 Internal Revenue Code as defined in section 422.3. 

17 4. -3. Except as provided in paragraph "b", for purposes 

18 of this chapter, carriers that are affiliated companies or 

19 that are eligible to file a consolidated tax return shall be 

20 treated as one carrier and any restrictions or limitations 

21 imposed by this chapter shall apply as if all health benefit 

22 plans delivered or issued for delivery to small employers in 

23 this state by such carriers were issued 

24 b. An affiliated carrier which is a 

by one carrier. 

health maintenance 

25 organization possessing a certificate of authority issued 

26 pursuant to chapter 514B shall be considered to be a separate 

27 carrier for the purposes of this chapter. 

28 c. Unless otherwise authorized by the conuniSsioner, a 

29 small employer carrier shall not enter into one or more ceding 

30 arrangements with respect to health benefit plans delivered or 

3l issued for delivery to small employers in this state if the 

32 arrangements would result in less than fifty percent of the 

33 insurance obligation or risk for such health benefit plans 

34 being retained by the ceding carrier. 

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

2 follows: 

3 (1) The percentage change in the new business premium rate 

4 measured from the first day of the prior rating period to the 

5 first day of the new rating period. In the case of a class of 

6 business fa! which the small employer carrier is not issuing 

7 new policies, the small employer carrier shall use the 

8 percentage change in the base premium rate, provided that the 

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

10 the new business premium rate for the most similar health 

11 benefit plan into which the small employer carrier is actively 

12 enrolling new insureds who are small employers. 

13 Sec. 4. Section 51)8.4, subsection 1, paragraph d, Code 

14 Supplement 1991, is amended to read as follows: 

15 d. In the case of health benefit plans issued prior to 

16 July 1, 1991, a premium rate for a rating period may exceed 

17 the ranges described in subsection 1, paragraph "a" or "b" of 

18 ~n~~-~ee~ion, for a period of rive three years follOWing July 

19 1, i99i 1992. In such case, the percentage increase in the 

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

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

22 follOWing: 

23 (1) The percentage change in the new business premium rate 

24 measured from the first day of the prior rating period to the 

25 first day of the new rating period. In the case of a class of 

26 business for which the small employer carrier is not issuing 

27 new policies, the small employer carrier shall use the 

28 percentage change in the base premium rate, provided that the 

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

30 the new business premium rate for the most similar health 

31 benefit plan into which the small employer carrier is actively 

32 enrolling new insureds who are small employers. 

33 (2) Any adjustment due to change in coverage or change in 

34 the case characteristics of the small employer as determined 

35 from the small employer carrier's rate manual for the class of 
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1 business. 

2 Sec. 5. Section 5138.4, 

3 Supplement 1991, is amended 

subsection 1, paragraph e, Code 

by striking the paragraph and 

4 inserting in lieu thereof the following: 

5 e. Any adjustment in rates for claims experience, health 

6 status, and duration of coverage shall not be charged to 

7 individual employees or dependents. Any such adjustment shall 

8 be applied uniformly to the rates charged for all employees 

9 and dependents of the small employer. 

10 Sec. 6. Section 513B.4, subsection 2, Code Supplement 

11 1991, is amended by adding the following new unnumbered 

12 p2!"~graphs: 

13 NEW UNNUMBERED PARAGRAPH. For purposes of this subsection, 

14 case characteristics may include industry classification, 

15 provided that the highest rate factor associated with any 

16 industry classification shall not exceed the lowest rate 

17 f2~t~~ associated with any industry classification by more 

18 than fifteen percent. However, case characteristics other 

19 than age, industry classification, geographic area, family 

20 composition, and group size shall not be used by a small 

21 employer carrier without the prior approval of the 

22 commissioner. 

23 NEW UNNUMBERED PARAGRAPH. Rating factors shall produce 

24 premiums for identical groups which differ only by amounts 

25 attributable to plan design and do not reflect differences due 

26 to the nature of the groups assumed to select particular 

27 health benefit plans. A small employer carrier shall treat 

28 all health benefit plans issued or renewed in thE same 

29 calendar month as having the same rating period. 

30 Sec. 7. Section 513B.4, Code Supplement 1991, is amended 

31 by adding the following new subsection: 

32 NEW SUBSECTION. 2A. For purposes of this section, a 

33 health benefit plar. that utilizes a restriCted provider 

34 network shall not be considered similar coverage to a health 

35 benefit plan that does not utilize such a network, provided 
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1 that utilization of the restricted provider network results in 

2 substantial differences in claims costs. 

3 Sec. 8. Section 

4 1991, is amended by 

5 NEW PARAGRAPH. 

6 provision. 

513B.5, subsection 1, Code Supplement 

adding the following new paragraphs: 

f. Repeated misuse of a provider network 

7 NEW PARAGRAPH. g. The commissioner finds that the 

8 continuation of the coverage is not in the best interests of 

9 the policyholders or certificate holders, or would impalr the 

10 carrier's ability to meet its contractual obligations. If 

11 non renewal occurs as a result of findings pursuant to this 

12 paragraph, the commissioner shall assist affected small 

13 employers in finding replacement coverage. 

14 Sec. 9. Section 5138.5, subsection 2, unnumbered paragraph 

15 1, Code Supplement 1991, is amended to read as follOWS: 

16 A small employer carrier may cease to renew all plans under 

17 a clas~ of business, or all classes of business in a defined 

18 geographic region if the carrier is a health maintenance 

19 organization. The small employer carrier shall provide notice 

20 at least ~~~ety one hundred eighty days prior to termination 

21 of coverage to all affected health benefit plans and to the 

22 commissioner in each state in which an affected insured 

23 lndlVidual is known to reside. A small employer carrier which 

24 exercises its right to cease to renew all plans in a class of 

25 business shall not do either or both of the following: 

26 Sec. 10. Section 513B.6, subsection 3, Code Supplement 

27 1991, is amended by striking the subsection and inserting in 

28 lieu thereof the following: 

29 3. The provisions relating to any preexisting condition 

30 provision. 

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

32 1. a. A small employer carrier, as a condltion of 

33 transacting business in this state with small employers, shall 

34 actively offer to small employers at least two health benefit 

35 plans. One health benefit plan offered by each small employer 

-5-

• 



S.F. H.P. -<3 '"10 

1 carrler shall be a basic health benefit plan and one plan 

2 shall be a standard health benefit plan. 

3 b. (1) A small employer carrier shall issue a basic 

4 health benefit plan or a standard health benefit plan to an 

5 eligible small employer that applies for either plan and 

6 agrees to make the required premium payments and to satisfy 

7 the other reasonable provisions of the health benefit plan not 

8 inconsistent with this chapter. 

9 (2) A small employer carrier establishing more than one 

10 class of business shall maintain and issue to eligible small 

11 employers at least one basic health benefit plan and at least 

12 one standard health benefit plan in each class of business 

13 establiShed. A small employer carrier may apply reasonable 

14 criteria in determining whether to accept a small employer 

15 provided all of the following apply: 

16 (a) The criteria are not intended to discourage or prevent 

17 acceptance of small employers applying for a basic or standard 

18 health benefit plan. 

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

20 claims experience of the small employer. 

21 (c) The criteria are applied consistently to all small 

22 employers apply Lng for coverage in the class of business. 

23 (d) The small employer carrier provides for the acceptance 

24 of all eligible small employers into one or more classes of 

25 business. 

26 The provisions of this subparagraph do not apply to a class 

27 of business into which the small employer carrier is no longer 

28 enrolling new insureds who are small employers. 

29 (3) For purposes of this lettered paragraph, a small 

30 employer is eligible if it employed at least two or more 

31 eligible employees within this state on at least fifty percent 

32 of its days of operation during the preceding calendar 

33 quarter. The provls~ons of this lettered paragraph shall be 

34 effective one hundred eighty days after the commissioner's 

35 approval of the basic health benefit plan and the standard 
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1 health benefit plan. 
2 2. a. A small employer carrler shall file with the 

3 commissioner, in a form and manner prescribed by the 

4 commissioner, the basic health benefit plans and the standard 

5 health benefit plans to be used by the carrier. A health 

6 benefit plan filed pursuant to this paragraph may be used by a 

7 small employer carrier beginning thirty days after it is filed 

8 unless the commissioner disapproves its use. 

9 b. The commissioner at any time after providing notice and 

10 opportunity for hearing may disapprove the continued use of a 

11 basic or standard health benefit plan by a small employer 

12 carrier on the grounds that the plan does not meet the 

13 requirements of this chapter. 

14 3. A health benefit plan providing coverage for small 

15 employers shall satisfy all of the following: 

16 a. The plan shall not deny, exclude, or limit benefits for 

17 a covered individual for lcsses incurred more than twelve 

18 months following the effective date of the individual's 

19 coverage due to a preexisting condition. A health benefit 

20 plan shall not define a preexisting condition more 

21 restrictively than the following: 

22 (1) A condition that would cause an ordinarily prudent 

23 person to seek medical advice, diagnosis, care, or treatment 

24 during the six months immediately preceding the effective date 

25 of coverage. 

26 (2) A condition for which medical advice, diagnosis, care, 

27 or treatment was recommended or received during the six months 

28 immediately preceding the effective date of coverage.· 

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

31 b. The plan shall wa,ve any time period applicable to a 

32 preexisting condition exclusion or limitation period with 

33 respect to partlcular services for the period of time an 

34 individual was previously covered by qualifying previous 

35 coverage that provided beneflts with respect to such service, 
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1 provided that the qualifying previous coverage was continuous 

2 to a date not less than thirty days prior to the effective 

3 date of the new coverage. This paragraph does not preclude 

4 application of any waiting period applicable to all new 

5 enrollees under the health benefit plan. 

6 c. The plan may exclude coverage for late enrollees for 

7 the greater of eighteen months or an eighteen-month 

8 preexisting condition period, provided that if both a period 

9 of exclusion from coverage and a preexisting condition 

10 exclusion are applicable to a late enrollee, the combined 

11 period shall not exceed eighteen months from the date the 

12 indivi~~al enrolls for coverage under the health benefit plan. 

13 d. (1) Except as provided in subparagraph (3), 

14 requirements used by a small employer carrier in determining 

15 whether to provide coverage to a small employer, including 

16 requirements for minimum participatio~ of eligible employees 

17 and mi~imum employer contributions, shall be applied uniformly 

18 among all small employers with the same number of eligible 

19 employees applying for coverage or receiving coverage from the 

20 small employer carrier. 

21 (2) A small employer carrier may vary application of 

22 minimum participation requirements and minimum employer 

23 contribution requirements only by the size of the small 

24 employer group. 

25 (3) Except as provided in this subparagraph, a small 

26 employer carrier shall not consider employees or dependents 

27 who have qualifying existing coverage in determining whether 

28 the applicable percentage of participation is met under the 

29 applicable minimum participation requirements. However, with 

30 respect to a small employer with ten or fewer eligible 

31 employees, a small employer carrier may consider employees or 

32 dependents who have coverage under another health benefit plan 

33 sponsored by the small employer when applying minimum 

34 participation requirements. 

35 (4) A small employer carrier shall not increase any 
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1 requirement for minimum employee participation or any 

2 requirement for minimum employer contribution applicable to a 

3 small employer at any time after the small employer has been 

4 accepted for coverage. For any plan issued prior to July 1, 

5 1992, a carrier may, upon approval of the commissioner, 

6 increase a minimum employee participation requirement or a 

7 minimum employer contribution requirement consistent with 

8 chapter 509. 

9 e. (1) If a small employer carrier offers coverage to a 

10 small employer, the small employer carrier shall offer 

11 coverage to all eligible employees of the small employer and 

12 the employees' dependents. A small employer carrier shall not 

13 offer coverage to only certain individuals in a small employer 

14 group or to only part of the group, except as permitted with 

15 regard to late enrollees. 

16 (2) A small employer carrier shall not modify a basic or 

17 standard health benefit plan with respect to a small employer 

18 or any eligible employee or dependent through riders, 

19 endorsements, or other means, to restrict or exclude coverage 

20 for certain diseases or medical conditions otherwise covered 

21 by the health benefit plan. 

22 4. a. A small employer carrier shall not be required to 

23 offer coverage or accept applications pursuant to this section 

24 where any of the following apply: 

25 (1) To a small employer, where the small employer is not 

26 physically located in the carrier's established geographic 

27 serVIce area. 

28 (2) To an employee, when the employee does not work or 

29 reside within the carrier's established geographic service 

30 area. 

31 (3) Withln an area where the small employer carrier 

32 reasonably anticipates and demonstrates to the satisfaction of 

33 the comm:ssioner that it will not have the capacity withln the 

34 carrier's established geographic service area to deliver 

35 service adequately to the members of such groups because of 
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1 the carrier's obligations to existing group policyholders and 
2 enrollees. 

3 b. A small employer carrier not required to offer coverage 

4 or accept applications pursuant to paragraph "a", subparagraph 

5 (3), shall not offer coverage in the applicable area to new 

6 employer groups with more than twenty-five eligible employees 

7 or to any small employer groups until the later of one hundred 
8 eighty days following such refusal or the date on which the 

9 carrier notifies the commissioner that it has regained 

10 capacity to deliver services to small employer groups. 

11 5. A small employer carrier shall not be reqUlred to offer 

12 coverage to small employers pursuant to subsection 1 for any 

13 period of time where the commissioner determines that the 

14 acceptance of the offers by small employers in accordance with 

15 subsection 1 would place the small employer carrier in a 

16 financially impaired condition. 

17 Sec. 12. NEW SECTION. 513B.7B NOTICE OF INTENT TO 

18 OPERATE AS A RISK-ASSUMING CARRIER OR REINSURING CARRIER. 

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

20 business of insurance in this state shall notify the 

21 commissioner at the time of authorization of the carrier's 

22 intention to operate as a risk-assuming carrier or a 

23 reinsuring carrier. A small employer carrier seeking to 

24 operate as a risk-assuming carrier shall make an application 

25 pursuant to section 5l3B.7C. 
26 b. The notification of the commissioner concerning the 

27 carrier's intention pursuant to paragraph "a" is binding for a 

28 five-year period from the date notification is given, except 

29 that the initial notification given by carriers after the 

30 effective date of this Act is binding for a two-year period. 

31 The commissioner may permit a carrier to mOdify the carrier's 

32 decision at any time for good cause. 

33 c. The commissioner shall establish an application process 

34 for small employer carriers seeking to change their status 

35 pursuant to this subsection. 
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1 2. A reinsuring carrier that applies and is approved to 

2 operate as a risk-assuming carrier shall not be permitted to 

3 continue to reinsure any health beneEit plan with the program. 

4 The carrier shall pay a prorated assessment based upon 

5 business issued as a reinsuring carrier for any portion oE the 

6 year that the business was reinsured. 

7 Sec. 13. NEW SECTION. 5138.7C APPLICATION TO BECOME A 

8 RISK-ASSUMING CARRIER. 

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

10 assuming carrier by filing an application with the 

11 commissioner in a Eorm and manner prescribed by the 

12 cOlTIIr.issioner. 

13 2. In evaluating an application made 

14 section, the commissioner shall consider 

15 factors: 

16 a. The carrier's financial condition. 

pursuant to this 

the following 

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 oE an 

25 application by a small employer carrier to be a risk-assuming 

26 carrier and shall provide at least a sixty-day period Eor 

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 condition will no longer 

35 support the assumption of risk from ~ssuing coverage to small 
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1 employers in compliance with section S13B.7A without the 
2 protection provided by the program. 

3 b. The carrier has failed to market fairly to all small 

4 employers in the state or the carrier's established geographic 

5 service area, as applicable. 

6 c. The carrier has failed to provide coverage to eligible 

7 small employers as required under section SI38.7A. 

8 S. A small employer carrier electing to be a risk-assuming 

9 carrier shall not be subject to the provisions of section 
10 S13B.70. 

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

13 1. A nonprofit corporation is established to be known as 

14 the Iowa small employer health reinsurance program. 

15 2. A reinsuring carrier is subject to this program. 

16 3. a. The program shall operate subject to the 

17 supe~vision and control of a board. Subject to the provisions 
18 of paragraph abo, the board shall consist of nine members 

19 appointed by the commissioner, and the commissioner or the 

20 commissioner's designee, who shall serve as an ex officlo 

21 member and as chairperson of the board. 

22 h. In appointing the members of the board, the 

23 commissioner shall include representatives of small employers 

24 and small employer carriers and such other individuals as 

25 determined to be qualified by the commissioner. At least five 

26 of the members of the board shall be representatives of 

27 reinsuring carriers and shall be selected from individuals 

28 nominated by small employer carriers in this state pursuant to 

29 procedures and guidelines provided by rule of the 
30 commissioner. 

31 c. The initial board members shall be appointed as 

32 follows: 

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

34 years. 

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

2 (3) Three members shall be appointed for a term of SlX 

3 years. 

4 d. Subsequent members shall be appointed for terms of 

5 three years. A board member's term shall continue until the 

6 member's successor is appointed. 

7 e. A vacancy in the board shall be filled by the 

8 commissioner for the remainder of the term. A member of the 

9 board may be removed by the commissioner for cause. 

10 4. The board, within one hundred eighty days after the 

11 initial appointments, shall submit a plan of operation to the 

12 commissioner. The commissioner, after notice and hearing, may 

13 approve the plan of operation if the commissioner determines 

14 that the plan is suitable to assure the fair, reasonable, and 

15 equitable administration of the program, and provides for the 

16 sharing of program gains and losses on an equitable and 

17 proportionate basis in accordance with the provisions of this 

18 section. The plan of operation is effective upon written 

19 approval of the commissioner. After the initial plan of 

20 operation is submitted and approved by the commissioner, the 

21 board may submit to the commissioner any amendments to the 

22 plan necessary or suitable to assure the fair, reasonable, and 

23 equitable administration of the program. 

24 5. If the board fails to submit a plan of operation within 

25 one hundred eighty days after the board's appolntment, the 

26 co~missioner, after notice and hearing, shall establish and 

27 adopt a temporary plan of operation. The commissioner shall 

28 amend or rescind a plan adopted pursuant to this subsection at 

29 the time a plan is submitted by the board and approved by the 

30 commissioner. 

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

32 a. Establish procedures for the handling and accounting of 

33 program assets and moneys, and for an annual fiscal reporting 

34 to the commissioner. 

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

2 administering carrier. 

3 c. Establish procedures for reinsurlng risks in accordance 

4 with the provisions of this section. 

5 d. Establish procedures for collecting assessments from 

6 reinsuring carriers to fund claims and administrative expenses 

7 incurred or estimated to be incurred hy the program. 

8 e. Provide for any additional matters necessary to 

9 implement and administer the program. 

10 7. The same general powers and authority granted under the 

11 laws of this state to insurance companies and health 

12 mainteR3nce organizations licensed to transact business in 

13 this state may be exercised by the board under the program, 

14 except the power to issue health benefit plans directly to 

15'either groups or individuals. Additionally, the board is 

16 granted the specific authority to do all or any of the 

17 following: 

18 a. Enter into contracts as necessary or proper to 

19 administer the provisions and purposes of this chapter, 

20 including the authority, with the approval of the 

21 commissioner, to enter into contracts with similar programs in 

22 other states for the joint performance of common functions or 

23 with persons or other organizations for the performance of 

24 administrative functions. 

25 b. Sue or be sued, including taking any legal action 

26 necessary or proper to recover any assessments and penalties 

27 for, on behalf of, or against the program or any reinsuring 

28 carriers. 

29 c. Take any legal action necessary to avoid the payment of 

30 improper claims made against the program. 

31 d. Define the health benefit plans for which reinsurance 

32 will be provided, and issue reinsurance policies, pursuant to 

33 this chapter. 

34 e. Establish rules, conditions, and procedures for 

35 reinsuring risks under the program. 
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1 f. Establish and implement actuarial functions as 

2 appropriate for the operation of the program. 

3 g. Assess 

4 provisions of 

reinsuring carriers in accordance with the 

subsection 11, and make advance interim 

5 assessments as may be reasonable and necessary for 

6 organizational and interim operating expenses. Any ~nterim 

7 assessments shall be credited as offsets against any regular 

8 assessments due following the close of the calendar year. 

9 h. Appoint appropriate legal, actuarial, and other 

10 committees as necessary to provide technical assistance in the 

11 operation of the program, policy and other contract design, 

12 and any other function within the authority of the program. 

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

14 Any notes or other evidence of indebtedness of the program not 

15 in default are legal investments for carriers and may be 

16 carried as admitted assets. 

17 8. A reinsuring carrier may reinsure with the program as 

18 provided in this section. 

19 a. With respect to a basic health benefit plan or a 

20 standard health benefit plan, the program shall reinsure the 

21 level of coverage provided and, with respect to other plans, 

22 the program shall reinsure up to the level of coverage 

23 provided in a basic or standard health benefit plan. 

24 b. A small employer carrier may reinsure an entire 

25 employer group within sixty days of the commencement of the 

26 group's coverage under a health benefit plan. 

27 c. A reinsuring carrier may reinsure an eligible employee 

28 or dependent within a period of sixty days following the 

29 commencement of the coverage with the small employer. A newly 

30 eligible employee or dependent of a reinsured small employer 

31 may be reinsured within sixty days of the commencement of such 

32 person's coverage. 

33 d. (1) The program shall not relmburse a reinsuring 

34 carrier with respect to the claims of a reinsured employee or 

35 dependent until the small employer carrier has incurred an 
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1 initial level of claims for such employee or dependent of five 

2 thousand dollars in a calendar year for benefits covered by 

3 the program. In addition, the reinsuring carrier is 

4 responsible for ten percent of the next fifty thousand dollars 

5 of incurred claims during a calendar year and the program 

6 shall reinsure the remainder. A reinsuring carrier's 

7 liability under this subparagraph shall not exceed a maximum 

8 limit of ten thousand dollars in anyone calendar year with 

9 respect 

10 ( 2 ) 

to any reinsured individual. 

The board annually shall adjust the initial level of 

11 claims and the maximum limit to be retained by the small 

12 ~~ployer carrier to reflect increases in costs and utilization 

13 within the standard market for health benefit plans within the 

14 state. The adjustment shall not be less than the annual 

15 change in the medical component of the "consumer price index 

16 for all urban consumers" of the United States department of 

17 lab~~, bureau of labor statistics, unless the board proposes 

18 and the commissioner approves a lower adjustment factor. 

19 e. A small employer carrier may terminate reinsurance for 

20 one or more of the reinsured employees or dependents of small 

21 employer on any plan anniversary date. 

22 f. Premium rates charged for reinsurance by the program to 

23 a health maintenance organization that is federally qualified 

24 under 42 U.S.C. § 300c(c)(2)(A), and is thereby subject to 

25 requirements that limit the amount of risk that may be ceded 

26 to the program that are more restrictive than those specified 

27 in paragraph "d" , shall be reduced to reflect that portion of 

28 the risk above the amount set forth in paragraph "d" that may 

29 not be ceded to the program, if any. 

30 9. a. The board, as part of the plan of operation, shall 

31 establish a methodology for determining premium rates to be 

32 charged by the program for reinsuring small employers and 

33 individuals pursuant to this section. The methodology shall 

34 include a system for classification of small employers that 

35 reflects the types of case characteristics commonly used by 
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1 small employer carriers in the state. The methodology shall 

2 provIde for the development of base reinsurance premium rates, 

3 whiCh shall be multiplied by the factors set forth in 

4 paragraph "b" to determine the premium rates for the program. 

5 The base reinsurance premium rates shall be established by the 

6 board, subject to the approval of the commissioner, and shall 

7 be set at levels which reasonably approximate gross premiums 

8 charged to small employers by small employer carriers for 

9 health benefit plans with benefits similar to the standard 

10 health benefit plan. 

11 b. Premiums for the program shall be as follows: 

12 (1) An entire small employer group may be reinsured for a 

13 rate that is one and one-half times the base reinsurance 

14 premium rate for the group established pursuant to this 

15 subsection. 

16 (2) An eligible employee or dependent may be reinsured for 

17 a rate that is five times the base reinsurance premium rate 

18 for the individual established pursuant to this subsection. 

19 c. The board periodically shall review the methodology 

20 establIshed under paragraph "a", including the system of 

21 classIfication and any ratIng factors, to assure that it 

22 r~dsonably reflects the claims experience of the program. The 

23 board may propose changes to the methodology which shall be 

24 subject to the appr0val of the commissioner. 

25 10. If a health benefit plan for a small employer IS 

26 entirely or partially reInsured with the program, the premium 

27 charged to the small employer for any rating period for the 

28 coverage issued shall meet the requirements relating to 

29 premium rates set forth in section 5138.4. 

30 11. a. Prior to March 1 of each year, the board shall 

31 determine and report to the commissioner the program net loss 

32 for the previous calendar year, including admlnistrative 

33 expenses and incurred losses for the year, taklng into account 

34 investment income and other 

35 b. Any net loss for the 

appropriate gains and losses. 

year shall be recouped by 
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1 assessments of reinsuring carriers. 

2 (1) The board shall establish, as part of the plan of 

3 operation, a formula by which to make assessments agalnst 

4 reinsuring carriers. The assessment formula shall be based on 

5 both of the following: 

6 (a) Each reinsuring carrier's share of the total premiums 

7 earned in the preceding calendar year from health benefit 

8 plans delivered or issued for delivery to small employers in 

9 this state by reinsuring carriers. 

10 (b) Each reinsuring carrier's share of the premiums earned 

11 1n the preceding calendar year from newly issued health 

12 ~enefit plans delivered or issued for delivery during such 

13 calendar year to small employers in this state by reinsuring 

14 carriers. 

15 (2) The formula established pursuant to subparagraph (1) 

16 shall not result in any reinsuring carrier having an 

17 assessment share that is less than fifty percent nor more than 

18 one hundred fifty percent of an amount which is based on the 

19 proportion of the reinsuring carrier's total premiums earned 

20 in the preceding calendar year from health benefit plans 

21 delivered or issued for delivery to small employers in this 

22 state by reinsuring carriers to total premiums earned in the 

23 preceding calendar year from health benefit plans delivered or 

24 issued for delivery to small employers in this state by all 

25 reinsuring carriers. 

26 (3) The board, with approval of the commissioner, may 

27 change the assessment formula established pursuant to 

28 subparagraph (1) from time to time as appropriate. The board 

29 may provide for the shares of the assessment base attributable 

30 to premiums from all health benefit plans and to premiums from 

31 newly issued health benefit plans to vary during a transition 

32 period. 

33 (4) Subject to the approval of the commissioner, the board 

34 shall make an adjustment to the assessment formula for 

35 reinsuring carriers that are approved health maintenance 
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organizations which 

300 et seq. , to the 

placed on them that 

carriers. 

are federally qualified under 42 U.S.C. § 

extent, if any, that restrictions are 

are not imposed on other small employer 

5 (5) Premiums and benefits paid by a reinsuring carrier 

6 that are less than an amount determined by the board to 

7 justify the cost of collection shall not be considered for 

8 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 ~revious 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 -lts flndlngs, including any recommendations for changes 

18 to the plan of operation, to the commissioner within ninety 

19 days following the end of the calendar year in which the 

20 losses were lncurred. 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 commissioner within ninety days following 

26 the end of the applicable calendar year, the commissioner may 

27 evaluate the operatlons 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 carr iers. 

35 (4) If assessments in each of two consecutive calendar 
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1 years exceed by ten percent the amount specified in 

2 subparagraph (3), the commissioner may relieve carriers from 

3 any or all of the regulations of this chapter or take such 

4 other actions as the commissioner deems equitable and 

5 necessary to spread the risk of loss and assure portability of 

6 coverages and continuity of benefits so as to reduce 

7 assessments to ten percent or less of that amount specified in 

8 subparagraph (3). 

9 d. If 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. 

15 shall 

Each reinsuring carrier's proportion of the assessment 

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 Eor 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 board. 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. If 

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. 

34 12. The participation in the program as reinsuring 

35 carriers, the establishment of rates, forms, or procedures, or 
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1 any other joint or collective action required by this chapter 

2 shall not be the basis of any legal action, criminal or civil 

3 liability, or penalty against the program or any of its 

4 reinsuring carriers either jointly or separately. 

5 13. The board, as part of the plan of operation, shall 

6 develop standards setting forth the manner and levels of 

7 compensation to be paid to producers for the sale of basic and 

8 standard health benefit plans. In establishing such 

9 standards, the board shall take into consideration all of the 

10 fo11owi ng: 

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

12 b. The objectives of the program. 

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

14 d. The need to prOVide ongoing service to the small 

15 employe r. 

16 e. The levels of compensation currently used in the 

17 industry. 

18 f. The overall costs of coverage to small employers 

19 selecting these plans. 

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

21 taxes. 

22:ec. 15. NEW SECTION. 513B.7E PERIODIC MARKET 

23 EVALUATION. 

24 The board shall study and report at least every three years 

25 to the commissioner on the effectiveness of this chapter. The 

26 report shall analyze the effectiveness of the chapter in 

27 promoting rate stability, product availability, and coverage 

28 affordability. The report may contain recommendations for 

29 actions to improve the overall effectiveness, efficiency, and 

30 fairness of the small group health insurance marketplace. The 

31 report shall address whether carriers and producers are fairly 

32 and actively marketing or issuing health benefit plans to 

33 small employers in fulfillment of the purposes of this 

34 chapter. The repor': :nay contain recommendations for market 

35 conduct or other regulatory standards or action. 
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1 Sec. 16. Section 5138.8, Code Supplement 1991, is amended 

2 to read as follows: 

3 5138.8 DISCRETION OF THE COMMISSIONER. 

4 1. The commissioner may suspend all or any part of section 

5 5138.4 as to the premium rates applicable to one or more small 

6 employers for one or more rating periods upon a filing by the 

7 small employer carrier and a finding by the commissioner that 

8 the suspension is reasonable in light of the financial 

9 condition of the carrier or that the suspension would enhance 

10 the efficiency and fairness of the marketplace for small 

11 employer health insurance. 

12 2 •• The commissioner shall with all due diligence adopt by 

13 rule a system for health insurance access by individuals, 

14 whiCh may include the recommendations of the national 

15 association of insurance commissioners concerning health 

16 insurance access by individuals, provided that the final 

17 recomm€ndations are generally consistent with the following 

18 principles: 

19 a. Guaranteed transferability of benefits or eligibility, 

20 with no new preexisting condition waiting periods or 

21 individual underwriting, for individuals switching insurance 

22 carriers, for persons who are receiving assistance pursuant to 

23 chapter 249A, or persons who are provided health insurance 

24 coverage pursuant to the person's service as a member of a 

25 branch of the armed forces of the united States. 

26 b. A risk transfer or sharing device to equitably 

27 distribute the risk of adverse selection posed to insurers by 

28 guaranteed access. 

29 3. Within six months of adopting any rule pursuant to 

30 subsection 2, the commissioner shall prepare and deliver a 

31 report to the general assembly regarding the success, if any, 

32 of the rules, and make such recommendations as necessary, 

33 including offering proposed legislation, to effectuate the 

34 general assembly's goals of guaranteeing access to health 

35 insurance by individuals and retention of currently insured 
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1 persons within the private health insurance market, regardless 

2 of change in status or insurance carrier. 

3 4. The commissioner may suspend or modify the normal work 

4 week requirement of thirty or more hours under the definition 

5 oE_eligible employee upon a finding by the commissioner that 

6 the suspension would enhance the availability of health 1n-

7 surance to employees of small employers. 

8 EXPLANATION 

9 This bill amends chapter 513B relating to small group 

10 health benefit plans. The bill expands the applicability of 

11 that chapter to include all insurers and coverage available to 

12 all small employers. The bill provides further restrictions 

13 on the increase in new business premium rates. 

14 The bill provides that any adjustment in rates for claims 

15 exper1ence, health status, and duration of coverage is not to 

16 be charged to individual employees, but must be uniformly 

17 applied to all employees and dependents of the small employer. 

18 The bill restricts the use of case characteristics and 

19 their impact on small group rates. The bill provides that an 

20 insurer can reEuse to renew a policy for two additional 

21 reasons including repeated misuse of a provider network, or if 

22 ti,e commissioner finds that continuation of the coverage is 

23 not in the best interests of the policyholders or certificate 

24 holders or continuation would impair the carrier's ability to 

2S meet its contractual obligations. 

26 The bill increases the time prior to which notice of 

27 nonrenewal of all plans by a carrier must be given from 90 to 

28 180 days. The bill provides that all small employer carriers 

29 must offer at least two plans including a basic health benefit 

]0 plan and a standard health benefit plan. The bill requires a 

31 small employer carrier offering coverage to a small employer 

32 to ofEer coverage to all eligible employees oE the small 

33 employer, and not only to certain individuals in a small 

34 employer group, except as provided for late enrollees. The 

35 bill provides that an employee previously covered by a 
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1 qualifying plan cannot be denied subsequent qualifying 

2 coverage for a preexisting condition and precludes application 

3 of any waiting period. 

4 The bill provides for the authorization of a carrier to act 

5 as a risk-assuming carrier, and creates a reinsurance program 

6 which IS subject to the supervision and control of a board. 

7 The board is also to study the effectiveness of the small 

8 group insurance program at least every three years. 

9 The bill also authorizes the commissioner to adopt 

10 recommendations of the national association of insurance 

11 commissioners concerning health insurance access for certain 

12 individuals subject to the principles of guaranteed 

13 transferability of benefits or eligibility and the equitable 

14 distribution of the risk of adverse selection. The 

15 commissioner is also given the authority to suspend or modify 

16 the normal work week requirement of 30 or more hours under the 

17 definition of an eligible employee if the suspension or 

18 modification will enhance the availability of health insurance 

19 coverage to employees of small employers. 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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aous~ CLI? SHEET !-fARCR 12, 1992 Page 6 

HOUSE FILE 2370 
H-5267 

1 Amend House File 2370 as :o~~ows: 
2 ' Page:, by lnse~ting aEte~ line 2, the 
3 follow1ng: 
4 "NEW SCBSECTION. 2A. "Basic health bene~~t p:an" 
5 means a plan which is oEEe~ed pursuant to chapter 
6 514H." 
7 2. Page 1, by inserting after line 35, ene 
8 following: 
9 "NEW SUBSECTION. lOA. "Qualifying previ.ous 

10 coverage" and "quali.fying ex~sting coverage" mean 
11 beneEits or coverage provided under any of the 
12 following: 
13 a. Chapter 249A, or coverage provided pursuant to 
14 the person's service as a member of a branch of the 
15 armed forces of the United States. 
:6 b. An employer-based health insurance or health 
~7 benefit arrangement that provides benefits sim1lar to 
18 or exceeding benefits provided under a basic health 
19 benefit plan. 
20 c. An individ~al health insurance policy or 
21 contract issued by a carrier WhlCh provides benefits 
22 similar to or exceeding the beneEits provided under 
23 the basic health beneflt plan, provided tne policy or 
24 contract has been in effect for a period of at least 
25 one year. 
26 NEW SUBSECTION. 14. "Standard health beneflt 
27 plan" means a hospital or medical expense-incurred 
28 policy or certificate, hospital or medical service 
29 plan contract, or health maintenance organization 
30 s~bscriber contract. A standard health benefit plan 
31 does not include aCCident-only, credit, dental, or 
32 disabil:ty income lnsurance coverage issued as a 
33 supplement to liability insurance, workers' 
34 compensation or similar insurance, or automob:le 
35 medical payment insurance." 
36 3. Page 4, line 22, by inserting after the word 
37 "commissioner." the following: "Gender may be used by 
38 a small employer carrier as a case characteristic 
39 orovided the insurance divislop. nas conducted an 
40 independent actuarial study :hat determlned the ~se 0: 
41 gender to be act~arially Justifled and, thereEore, an 
42 allowed case characteristic. ~he study s~a:l be based 
43 upon Iowa data to the extent the data is stat~stically 
44 valld or actuarially sound. The ccmmissioner may 
45 assess the cost oe che study to health insurance 
46 carrlers admltted to this state pursuant :0 the 
47 procedures establ1shed for :he assessment of fees and 
48 cnarges against certain ins~rers under section 507D.4. 
49 The corr~issioner, upon receipt of the tlndings oE the 
50 study, snaIL adopt rules prohibiting or permi:ting the 
H-5267 -1-



:lOUSE CLIP SHEET MARCH l2, 1992 

8-5267 
Page 2 

1 use of gender as an a!lowed case charaCterlst~c as 
2 determl~ed by the study." 
3 4. By strl><.H'g page 22, line 12, throL:gh page 23, 
4 line 2. 
5 5. By renumberlng as necessary. 

H-5267 FILED MARCH 11, 1992 
~ 3~.2. (~s(p~ 

By OSTERBERG of ~inn 
PLASTER of Sioux 
H~~OND of Story 
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S.F. H.F. 

1 Section 1. Section 5l3B.2, Code Supplement 1991, is 

2 amended by adding the following new subsections: 

3 NEW SUBSECTION. 2A. "Basic health benef i t plan" means a 

4 plan which is offered pursuant to chapter 514H. 

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

6 who works on a full-time basis and has a normal work week of 

7 thirty or more hours. The term includes a sole proprietor, a 

8 partner of a partnership, and an independent contractor, if 

9 the sole proprietor, partner, or independent contractor is 

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

11 employer, but does not include an employee who works ona 

12 part-time, temporary, or substitute basis. 

13 NEW SUBSECTION. 9A. "Late enrollee" means an eligible 

14 employee or dependent who requests enrollment in a health 

15 benefit plan of a small employer following the initial 

16 enrollment period for which such individual is entitled to 

17 enroll under the terms of the health benefit plan, provided 

18 the initial enrollment period is a period of at least thirty 

19 days. An eligible employee or dependent shall not be 

20 considered 

21 a. The 

22 ( 1) The 

23 coverage at 

a late enrollee if any of the following apply: 

individual meets all of the following: 

individual was covered under qualifying previous 

the time of the initial enrollment. 

individual lost coverage under qualifying previous 

25 coverage as a result of termination of the individual's 

24 ( 2 ) The 

26 employment or eligibility, the inVoluntary termination of the 

27 qualifying previous coverage, death of the individual's 

28 spouse, or the individual's divorce. 

29 (3) The individual requests enrollment within thirty days 

30 after termination of the qualifying previous coverage. 

31 b. The individual is employed by an employer that offers 

32 multiple health benefit plans and th~ individual elects a 
33 different plan 

34 c. A court 
during an ope~ enrollment period. 

has ordered that coverage be provided for a 

35 spouse or minor or depende~t child under a covered employee's 
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1 health benefit plan and the request for enrollment is made 

2 within thirty days after issuance of the court order. 

3 NEW SUBSECTION. lOA. "Qualifying previous coverage" and 

4 "qualifying existing coverage" mean benefits or coverage 

5 provided under any of the following: 

6 a. Chapter 249A, or coverage provided pursuant to the 

7 person's service as a member of a branch of the armed forces 

8 of the United States. 

9 b. An employer-based health insurance or health benefit 

10 arrangement that provides benefits similar to or exceeding 

11 benefits provided under a basic health benefit plan. 

12 c. An individual health insurance policy or contract 

13 issued by a carrier which provides benefits similar to or 

14 exceeding the benefits provided under the basic health benefit 

IS plan, provided the policy or contract has been in effect for a 

16 period of at least one year. 

17 NEW SUBSECTION. 14. "Standard health benefit plan" means 

18 a hospital or medical expense-incurred policy or certificate, 

19 hospital or medical service plan contract, or health 

20 maintenance organization subscriber contract. A standard 

21 health benefit plan does not include accident-only, credit, 

22 dental, or disability income insurance coverage issued as a 

23 supplement to liability insurance, workers' compensation or 

24 similar insurance, or automobile 

25 Sec. 2. Section s13B.3, Code 

medical payment lnsurance. 

Supplement 1991, is amended 

26 by striking the section and inserting in lieu theteof the 

27 following: 

28 513B.3 APPLICABILITY AND SCOPE. 

29 This chapter applies to a health benefit plan providlng 

30 coverage to the employees of a small employer in this state if 

31 any of the following apply: 

32 1. Any portion of the premium or benefits is paid by or on 

33 behalf of the small employer. 

34 2. An eligible employee or dependent is reimbursed in any 

35 manner by or on behalf of the small employer for any portion 
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1 of the premium or benefits. 

2 3. The health benefit plan is treated by the employer or 

3 any of the eligible employees or dependents as part of a plan 

4 or program for the purposes of section 106, 125, or 162 of the 

5 Internal Revenue Code as defined in section 422.3. 

6 4. a. Except as provided in paragraph "b", for purposes 

7 of this chapter, carriers that are affiliated companies or 

8 that are eligible to file a consolidated tax return shall be 

9 treated as one carrier and any restrictions or llmitations 

10 imposed by this chapter shall apply as if all health benefit 

11 plans delivered or issued for delivery to small employers In 

12 thlS state by such carriers were issued by one carrier. 

13 b. An affiliated carrier which is a health maintenance 

14 organization possessing a certificate of authority issued 

15 pursuant to chapter 5148 shall be considered to be a separate 

16 carrier for the purposes. of .this chapter. 

17 c. Unless otherwise authorized by the commissioner, a 

18 small employer carrier shall not enter into one or more ceding 

19 arrangements with respect to health benefit plans delivered or 

20 issued for delivery to small employers in this state if the 

21 arrangements would result in less than fifty percent of the 

22 ins~rance obligation or risk for such health benefit plans 

23 being retained by the ceding carrier. 

24 Sec. 3. Section 513B.4, subsection.l, paragraph c, 

25 subparagraph (1), Code Supplement 1991, is amended to read as 
26 follows: 

27 (1) The percentage change in the new business premium rate 

28 measured from the first day of the prior rating period to the 

29 first day of the new rating period. In the case of a class of 

30 business for which the small employer carrier is not issuing 

31 new policies, the small employer carrier shall use the 

32 percentage change in the base premium rate, provided that the 

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

34 the new business premium rate for the most similar health 

35 benefit plan into Which the small employer carrier is actively 
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I enrolling new insureds who are small employers. 

2 Sec. 4. Section 5138.4, subsection 1, paragraph d, Code 

3 Supplement 1991, is amended to read as follows: 

4 d. In the case of health benefit plans issued prior to 

5 July 1, 1991, a premlum rate for a rating period may exceed 

6 the ranges described in SUbsection 1, paragraph "a" or "b" e! 

7 ~hi~-see~ie~, for a period of five three years following July 

8 1, %99% 1992. In such case, the percentage increase in the 

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

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

11 following: 
\ 

12 (1) The percentage change in the new business premium rate 

13 measured from the first day of the prior rating period to the 

14 first day of the new rating period. In the case of a class of 

15 business for whlch the small employer carrier is not issuing 

16 new policies, the small employer carrier shall use the 

17 percentage change in the base premium rate, provided that the 

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

19 the new business premium rate for the most similar health 

20 benefit plan into which the small employer carrier is actively 

21 enrolling new insureds who are small employers. 

22 (2) Any adjustment due to change in coverage or change in 

23 the case characteristics of the small employer as determined 

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

25 business. 

26 Sec. 5. Section 5138.4, 

27 Supplement 1991, is amended 

subsection 1, paragraph e, Code 

by striking the paragraph and 

28 inserting in lieu thereof the following: 

29 e. Any adjustment in rates for claims experience, health 

30 status, and duration of coverage shall not be charged to 

31 individual employees or dependents. Any such adjustment shall 

32 be applied uniformly to the rates charged for all employees 

33 and dependents of the small employer. 

34 Sec. 6. Section 5138.4, subsection 2, Code Supplement 

35 1991, is amended by adding the following new unnumbered 

-4-



S.F. H.F . ..a~7() 

1 paragraphs: 

2 NEW UNNUMBERED PARAGRAPH. For purposes of this subsection, 

3 case characteristics may include industry classification, 

4 provided that the highest rate factor associated with any 

5 industry classification shall not exceed the lowest rate 

6 factor associated with any industry classification by more 

7 than fifteen percent. However, case characteristics other 

8 than age, industry classification, geographic area, family 

9 composition, and group size shall not be used by a small 

10 employer carrier without the prior approval of the 

11 commissioner. Gender may be used by a small employer carrier 

12 as a case characteristic provided the insurance division has 

13 conducted an independent actuarial study that determined the 

14 use of gender to be actuarially justified and, therefore, an 

15 allowed case characteristic. The study shall be based upon 

16 Iowa data to the extent the data is statistically valid or 

17 actuarially sound. The commissioner may assess the cost of 

18 the study to health insurance carriers admitted to this state 

19 pursuant to the procedures established for the assessment of 

20 fees and charges against certain insurers under section 

21 5070.4. The commissioner, upon receipt of the findings of the 

22 study, shall adopt rules prohibiting or permitting the use of 

23 gender 

24 study. 

25 NEW 

as an allowed case Characteristic as determined by the 

UNNUMBERED PARAGRAPH. 

26 premiums for identical groups 

Rating factors shall 

which differ only by 

produce 

amounts 

27 attributable to plan design and do not reflect differences due 

28 to the nature of the groups assumed to select particular 

29 health benefit plans. A small employer carrier shall treat 

30 all health benefit plans issued or renewed in the same 

31 calendar month as having the same rating period. 

32 Sec. 7. Section 513B.4, Code Supplement 1991, is amended 

33 by adding the following new subsection: 

34 NEW SUBSECTION. 2A. For purposes of ·this section, a 

35 health benefit plan that utilizes a restricted provider 
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1 network shall not be considered similar coverage to a health 

2 benefit plan that does not utilize such a network, provided 

3 that utilization of the restricted provider network results in 

4 substantial differences in claims costs. 

5 Sec. 8. Section 513B.5, subsection 1, Code Supplement 

6 1991, is amended by adding the following new paragraphs: 

7 NEW PARAGRAPH. f. Repeated misuse of a provider network 

8 provision. 

9 NEW PARAGRAPH. g. The commissioner finds that the 

10 continuation of the coverage is not in the best interests of 

11 the policyholders or certificate holders, or would impair the 

12 carrier's ability to meet its contractual obligations. If 

13 nonrenewal occurs as a result of findings pursuant to this 

14 paragraph, the commissioner shall assist affected small 

15 employers in finding replacement coverage. 

16 Sec. 9. Section 513B.5, subsection 2, unnumbered paragraph 

17 1, Code Supplement 1991, is amended to read as follows: 

18 A small employer carrier may cease to renew all plans under 

19 a class of business, or all classes of business in a defined 

20 geographic region if the carrier is a health maintenance 

21 organization. The small employer carrier shall provide notice 

22 at least nineey one hundred eighty days prior to termination 

23 of coverage to all affected health benefit plans and to the 

24 commissioner in each state in which an affected insured 

25 individual is known to reside. A small employer carrier which 

26 exercises its right to cease to renew all plans in a class of 

27 business shall not do either or both of the following: 

28 Sec. 10. Section 513B.6, subsection 3, Code Supplement 

29 1991, is amended by striking the subsection and inserting in 

30 lieu thereof the followlng: 

31 3. The provisions relating to any preexisting condition 
32 provision. 

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

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

35 transacting business in this state with small employers, shall 
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1 actively offer to small employers at least two health benefit 

2 plans. One health benefit plan offered by each small employer 

3 carrier shall be a basic health benefit plan and one plan 

4 shall be a standard health benefit plan. 

5 b. (1) A small employer carrier shall issue a basic 

6 health benefit plan or a standard health benefit plan to an 

7 eligible small employer that applies for either plan and 

8 agrees to make the required premium payments and to satisfy 

9 the other reasonable provisions of the health benefit plan not 

10 inconsistent with this chapter. 

11 (2) A small employer carr~er establishing more than one 

12 class of business shall maintain and issue to eligible small 

13 employers at least one basic health benefit plan and at least 

14 one standard health benefit plan in each class of business 

15 established. A small employer carrier may apply reasonable 

16 criteria in determining whether to accept a,smal1 employer 

17 provided all of the following apply: 

18 (a) The criteria are not intended to discourage or prevent 

19 acceptance of small employers applying for a basic or standard 

20 health benefit plan. 

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

22 c'a:ms experience of the small employer. 

23 (c) The criteria are applied consistently to all small 

24 employers applying for coverage in the class of business. 

25 (d) The small employer carrier provides for the acceptance 

26 of all eligible small employers ~nto one or more classes of 

27 business. 

28 The provisions of this subparagraph do not apply to a class 

29 of business into which the small employer carrier is no longer 

30 enrolling new insureds who are small employers. 

31 (3) For purposes of this lettered paragraph, a small 

32 employer is eligible if it employed at least two or more 

33 eligible employees within this state on at least fifty percent 

34 of its days of operation during the ureceding calendar 

35 quarter. The provisions of this lettered paragraph shall be 
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1 effective one hundred 

2 approval of the basic 

3 health benefit plan. 

eighty 

health 

days after the commissioner's 

benefit plan and the standard 

4 2. a. A small employer carrier shall file with the 

5 commissioner, in a form and manner prescribed by the 

6 commissioner, the basic health benefit plans and the standard 

7 health benefit plans to be used by the carrier. A health 

8 benefit plan filed pursuant to this paragraph may be used by a 

9 small employer carrier beginning thirty days after it is filed 

10 unless the commissioner disapproves its use. 

11 b. The commissioner at any time after providing notice and 

12 opportunity for hearing may disapprove the continued use of a 

13 basic or standard health benefit plan by a small employer 

14 carrier on the grounds that the plan does not meet the 

15 requirements of this chapter. 

16 3. A health benefit plan providing coverage for small 

17 employers shall satisfy all of the following: 

18 a. The plan shall not deny, exclude, or limit benefits for 

19 a covered individual for losses incurred more than twelve 

20 months following the effective date of the individual's 

21 coverage due to a preexisting condition. A health benefit 

22 plan shall not define a preexisting condition more 

23 restrictively than the following: 

24 (1) A condition that would cause an ordinarily prudent 

25 person to seek medical advice, diagnosis, care, or treatment 

26 during the six months immediately preceding the effective date 

27 of coverage. 

28 (2) A condition for which medical advice, diagnosis, care, 

29 or treatment was recommended or received during the six months 

30 immediately preceding the effective date of coverage. 

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

33 b. The plan shall waive any time period applicable to a 

34 preexisting condition exclusion or limitation period with 

35 respect to particular services for the period of tlme an 
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1 individual was previously covered by qualifying previous 

2 coverage that provided benefits with respect to such service, 

3 provided that the qualifying previous coverage was continuous 

4 to a date not less than thirty days prior to the effective 

5 date of the new coverage. ThiS paragraph does not preclude 

6 application of any waiting period applicable to all new 

7 enrollees under the health be~efit plan. 

8 c. The plan maY,~xclude coverage for late enrollees for 

9 the greater of eight~en months or an eighteen-month 

10 preexisting condition period, provided that if both a period 

11 of exclusion from coverage and a preexisting condition 

12 ~~clusion are applicable to a late enrollee, the combined 

13 period shall not exceed eighteen months from the date the 

14 individual enrolls for coverage under the health benefit plan. 

15 d. (1) Except as provided in subparagraph (3), 

16 requirements used by a small employer carrier in determining 

17 whether to provide coverage to a small employer, including 

18 requirements for minimum participation of eligible employees 

19 and minimum employer contributions, shall be applied uniformly 

20 among all small employers with the same number of eligible 

21 employees applYing for coverage or receiving coverage from the 

22 s~all employer carrier. 

23 (2) A small employer carrier may vary application of 

24 minimum participation requirements and minimum employer 

25 contribution requirements only by the size of the small 

26 employer group. 

27 (3) Except as provided in this subparagraph, a small 

28 employer carrier shall not consider employees or dependents 

29 who have qualifying existing coverage in determining whether 

30 the applicable percentage of participation is met under the 

31 applicable minimum participation requirements. However, with 

32 respect to a small employer with ten or fewer eligible 

33 employees, a small employer carrier may consider employees or 

34 dependents who have coverage under another health benefit plan 

35 sponsored by the small employer when applying minimum 
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1 participation requirements. 

2 (4) A small employer carrier shall not increase any 

3 requirement Eor minimum employee participation or any 

4 requirement Eor minimum employer contributlon applicable to a 

5 small employer at any time aEter the small employer has been 
6 accepted for coverage. For any plan issued prior to July 1, 

7 1992, a carrier may, upon approval of the commissioner, 
8 increase a minimum employee participation requirement or a 

9 minimum employer contribution requirement consistent with 

10 chapter 509. 

11 e. (1) If a small employer carrier offers coverage to a 

12 small employer, the small employer carrier shall offer 

13 coverage to all eligible employees of the small employer and 

14 the employees' dependents. A small employer carrier shall not 

15 of,fer coverage to only certain individuals in a small employer 

16 group or to only part of the group, except as permitted with 

17 regard to late enrollees. 
18 (2) A small employer carrier shall not modify a basic or 

19 standard health benefit plan wlth respect to a small employer 

20 or any eligible employee or dependent through riders, 

21 endorsements, or other means, to restrict or exclude coverage 

22 for certain diseases or medical conditions otherwise covered 

23 by the health benefit plan. 

24 4. a. A small employer carrier shall not be required to 

25 offer coverage or accept applications pursuant to this section 
26 where any of the following apply: 
27 (1) To a small employer, where the small employer is not 

28 physically located in the carrier's established geographic 
29 service area. 

30 (2) To an 

31 reside within 

32 area. 

employee, when the employee does not work or 

the carrier's established geographic service 

33 (3) Within an area where the small employer carrier 
34 reasonably anticipates and demonstrates to the satisfaction of 
35 the commissioner that it will not have the capacity \4ithin the 
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1 carrier's established geographic service area to deliver 

2 service adequately to the members of such groups because of 

3 the carrier's obligations to existing group policyholders and 

4 enrollees. 

5 b. A small employer carrier not required to offer coverage 

6 or accept applications pursuant to paragraph "a", subparagraph 

7 (3), shall not offer coverage in the applicable area to new 

8 employer groups with more than twenty-five eligible employees 

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

10 eighty days following such refusal or the date on which the 

11 carrier notifies the commissioner that it has regained 

to deliver services to small employer groups. 12 capacity 

5. A 13 small employer carrier shall not be required to offer 

14 coverage to small employers pursuant to subsection 1 for any 

15 period of time (.here the commissioner determines that the 

16 acceptance of the offers by small employers 

the small employer 

.n accordance wlth 

17 subsection 1 would place carrier in a 

18 financially impalred condition. 

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

21 l. a. A small employer carrier authorized to transact the 
22 business of insurance in this state shall notify the 
23 commissioner at the time of authorization of the carrier's 

24 intention to operate as a risk-assuming carrier or a 

25 reinsuring carrier. A small employer carrier seeking to 

26 operate as a risk-assuming carrier shall make an application 

27 pursuant to section 513B.7C. 

28 b. The notificatlon of the commissioner concerning the 

29 carrier's intention pursuant to paragraph "a" is binding for a 

30 five-year period from the date notification is given, except 

31 that the initial notification given by carriers after the 

32 effective date of this Act is binding for a two-year period. 

33 The commissioner may pel"mit c: carrier to modify the carrier's 
34 decision at any time for good cau~e. 

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

pursuant to this subsection. 2 

3 2. A reinsuring carrier that applies and is 

4 operate as a risk-assuffilng carrier shall not be 

approved to 

permitted to 

5 continue to reinsure any health benefit plan with the program. 

6 The carrier shall pay a prorated assessment based upon 

7 business issued as a reinsuring carrier for any portion of the 

8 year that the business was reinsured. 

9 Sec. 13. NEW SECTION. 513B.7C APPLICATION TO BECOME A 

10 RISK-ASSUMING CARRIER. 

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

12 assuming carrier by filing an application with the 

13 commissioner in a form and manner prescribed by the 

14 commissioner. 

15 2. In evaluating an application made pursuant to this 

16 section, the commissioner shall consider the following 

17 factors: 

18 a. The carrier's financial condition. 
19 b. The carrier's history of rating and unden-lr i ting small 

20 employer groups. 

21 c. The carrier's commitment to market fairly to all small 

22 employers in the state or the carrier's established geographic 

23 service area, as applicable. 

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

25 small employer groups. 

26 3. The commissioner shall provide public notice of an 

27 application by a small employer carrier to be a risk-assuming 

28 carrier and shall provide at least a Sixty-day period for 

29 public comment prior to making a decision on the application. 

30 If the application is not acted upon within ninety days of the 

31 receipt of the application by the commissioner, the carrier 

32 may request a hearing. 

33 4. The commissioner may rescind the approval granted to a 

34 risk-assuming carrier under this section if the commissioner 

35 finds any of the following: 
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1 a. The carrler's financial condition will no longer 

2 support the assumption of risk from issuing coverage to small 

3 employers in compliance with section 513B.7A without the 

4 protection provided by the program. 

5 b. The carrier has failed to market fairly to all small 

6 employers in the state or the carrier's established geographic 

7 service area, as applicable. 
8 c. The carrier has failed to provide coverage to eligible 

9 small employers as required under section 513B.7A. 

10 5. A small employer carrier electing to be a risk-assuming 

11 carrier shall not be subject to the provlsions of section 

12 513B.7D. 

13 Sec. 14. NEW SECTION. 513B.70 SMALL EMPLOYER CARRIER 

14 REINSURANCE PROGRAM. 

15 1. A nonprofit corporation is established to be known as 

16 the Iowa small employer health reinsurance program. 

17 2. A reinsuring carrier is subject to this program. 

18 3. a. The program shall operate subject to the 

19 supervision and control of a board. Subject to the provisions 

20 of paragraph "b", the board shall consist of nine members 

21 appointed by the commissioner, and the commissioner or the 

22 ccmmlssioner's designee, who shall serve as an ex officio 

23 member and as Chairperson of the board. 

24 b. In appointing the members of the board, the 

25 commlssioner shall include representatives of small employers 

26 and small employer carriers and such other individuals as 

27 determined to be qualified by the commissioner. At least five 

28 of the members oE the board shall be representatives of 

29 reinsuring carriers and shall be selected from individuals 

30 nominated by small employer carriers in this state pursuant to 

31 procedures and guidellnes provided by rule of the 

32 commissioner. 

33 c. The initial I)oard members shall be appointed as 
34 follows: 

3S (1) Three members shall be appointed for a term of two 
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1 years. 
2 ( 2 ) Three members shall be appointed for a term of four 
3 years. 

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

6 d. 

7 three 
Subsequent members shall be appointed for terms of 

years. A board member's term shall continue until the 
8 member's successor is appointed. 

9 e. A vacancy in the board shall be filled by the 

10 commissioner for the remainder of the term. A member of the 

11 board may be removed by the commissioner for cause. 
12 4. The board, within one hundred eighty days after the 

13 initial appointments, shall submit -a plan of operation to the 
14 commissioner. The commissioner, after notice and hearing, may 

15 approve the plan of operation if the commissioner determines 

16 that the plan is suitable to assure the fair, reasonable, and 

17 equitable administration of the program, and provides for the 

18 sharing of program gains and losses on an equitable and 

19 proportionate basis in accordance with the provisions of this 

20 section. The plan of operation is effective upon written 

21 approval of the commissioner. After the initial plan of 
22 operation is submitted and approved by the commissioner, the 

23 board may submit to the commissioner any amendments to the 

24 plan necessary or suitable to assure the fair, reasonable, and 

25 equitable administration of the program. 

26 5. If the board fails to submit a plan of operation within 

27 one hundred eighty days after the board's appointment, the 

28 commiSsioner, after notice and hearing, shall establish and 
29 adopt a temporary plan of operation. The commissioner shall 

30 amend or rescind a plan adopted pursuant to this subsection at 
31 the time a plan is submitted by the board and approved by the 
32 commissioner. 

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

34 a. Establish procedures for the handling and accounting of 

35 program assets and moneys, and for an annual fiscal reporting 
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1 to the commissioner. 

2 b. Establish procedures for selecting an administering 

3 carrier and setting forth the powers and duties of the 

4 administering carrier. 

5 c. Establish procedures for reinsuring risks in accordance 

6 with the provisions of this section. 

7 d. Establish procedures for collecting assessments from 

8 reinsuring carriers to fund claims and administrative expenses 

9 incurred or estimated to be incurred by the program. 

10 e. Provide for any additional matters necessary to 

11 implement and administer the program. 

12 7. The same general powers and authority granted under the 

13 laws of this state to insurance companies and health 

14 maintenance organizations licensed to transact business in 

15 this state may be exercised by the board under the program, 

16 except the power to issue health benefit plans directly to 

17 either groups or individuals. Additionally, the board is 

18 granted the specific authority to do all or any of the 

19 followi ng: 

20 a. Enter into contracts as necessary or proper to 

21 administer the provisions and purposes of this chapter, 

22 including the authoflty, with the approval of the 

23 commissioner, to enter into contracts with similar programs in 

24 other states for the joint performance of common functions or 

25 with persons or other organizations for the performance of 

26 administrative functions. 

27 b. Sue or be sued, including taking any legal action 

28 necessary or proper to recover any assessments and penalties 

29 for, on behalf of, or against the program or any reinsuring 
30 carriers. 

31 c. Take any legal action necessary to avoid the payment of 

32 improper claims made against the program. 

33 d. Define. the health benefit plans for which reinsurance 

34 will be provided, and issue reinsurance policies, pursuant to 
35 this chapter. 
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1 e. Establish rules, conditions, and procedures for 

2 reinsuring risks under the program. 

3 f. Establish and implement actuarial functions as 

4 appropriate for the operation of the program. 

5 g. Assess reinsuring carriers in accordance with the 

6 provisions of subsection 11, and make advance interim 

7 assessments as may be reasonable and necessary for 

8 organizational and interim operating expenses. Any interim 

9 assessments shall be credited as offsets against any regular 

10 assessments due following the close of the calendar year. 

11 h. Appoint appropriate legal, actuarial, and other 

12 committees as necessary to provide technical assistance in the 

13 operation of the program, policy and other contract design, 

14 and any other function within the authority of the program. 

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

16 Any notes or other evidence of indebtedness of-the program not 

17 in default are legal investments for carriers and may be 

18 carried as admitted assets. 

19 8. A reinsuring carrier may reinsure with the program as 

20 provided in this section. 

21 a. With respect to a basic health benefit plan or a 

22 standard health benefit plan, the program shall reinsure the 

23 level of coverage provided and, with respect to other plans, 

24 the program shall reinsure up to the level of coverage 

25 provided in a basic or standard health benefit plan. 

26 b. A small employer carrier may reinsure an entire 

27 employer group within sixty days of the commencement of the 

28 group's coverage under a health benefit plan. 

29 c. A reinsuring carrier may reinsure an eligible employee 

30 or dependent within a period of Sixty days following the 

31 commencement of the coverage with the small employer. A newly 

32 eligible employee or dependent of a reinsured small employer 

33 may be reinsured within sixty days of the commencement of such 

34 person's coverage. 

35 d. (1) The program shall not reimburse a reinsuring 
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1 carrier with respect to the claims of a reinsured employee or 

2 dependent until the small employer carrier has incurred an 

3 initial level of claims for such employee or dependent of five 

4 thousand dollars in a calendar year for benefits covered by 

5 the program. In addition, the reinsuring carrier is 

6 responsible for ten percent of the next fifty thousand dollars 

7 of incurred claims during a calendar year and the program 

8 shall reinsure the remainder. A reinsuring carrier's 

9 liability under th~s subparagraph shall not exceed a maximum 

10 limit of ten thousand dollars in anyone calendar year with 

11 respect to any reinsured individual. 

12 (2) The board annually shall adjust the initial level of 

13 claims and the maximum limit to be retained by the small 

14 employer carrier to reflect increases in costs and utilization 

15 within the standard market for health benefit plans within the 

16 state. The adjustment shall not be less than the annual 

17 change in the medical component of the "consumer price index 

18 for all urban consumers" of the United States department of 

19 labor, bureau of labor statistics, unless the board proposes 

20 and the commissioner approves a lower adjustment factor. 

21 e. A small employer carrier may terminate reinsurance for 

22 one or more of the reinsured employees or dependents of small 

23 employer on any plan anniversary date. 

24 f. Premium rates charged for reinsurance by the program to 

25 a health maintenance organization that is federally qualified 

26 under 42 U.S.C. § 300c(c)(2)(A), and is thereby subject to 

27 requirements that lim~t the amount of risk that may be ceded 

28 to the program that are more restrictive than those specified 

29 in paragraph "d", shall be reduced to reflect that portion of 

30 the risk above the amount set forth in paragraph "d" that may 

31 not be ceded to the program, if any. 

32 9. a. The board, as part of the plan of operation, shall 

33 establish a methodology for determining premium rates to be 

34 charged by the program tor re~nsuring small employers and 

35 individuals pursuant to this section. The methodology shall 
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1 include a system for classification of small employers that 

2 reflects the types of case characteristics commonly used by 

3 small employer carriers in the state. The methodology shall 

4 provide for the development of base reinsurance premium rates, 

5 which shall be multiplied by the factors set forth in 

6 paragraph "b" to determine the premium rates for the program. 

7 The base reinsurance premium rates shall be established by the 

8 board, subject to the approval of the commissioner, and shall 

9 be set at levels which reasonably approximate gross premiums 

10 charged to small employers by small employer carriers for 

11 health benefit plans with benefits similar to the standard 

12 health benefit plan. 

13 b. Premiums for the program shall be as follows: 

14 (1) An entire small employer group may be reinsured for a 

15 rate that is one and one-half times the base reinsurance 

16 premium rate for the group established pursuant to this 

17 subsection. 

18 (2) An eligible employee or dependent may be reinsured for 

19 a rate that is five times the base reinsurance premium rate 

20 for the individual established pursuant to this subsection. 

21 c. The board periodically shall review the methodology 

22 established under paragraph "a", including the system of 

23 classification and any rating factors, to assure that it 

24 reasonably reflects the claims experience of the program. The 

25 board may propose changes to the methodology which shall be 

26 subject to the approval of the commissioner. 

27 10. If a health benefit plan for a small employer is 

28 entirely or partially reinsured with the program, the premium 

29 charged to the small employer for any rating period for the 

30 coverage issued shall meet the requirements relating to 

31 premium rates set forth in section 513B.4. 

32 11. a. Prior to March 1 of each year, the board shall 

33 determine and report to the commissioner the program net loss 

34 for the previous calendar year, including administrative 

35 expenses and incurred losses for the year, taking into account 
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1 investment income and other appropriate gains and losses. 

2 b. Any net loss for the year shall be recouped by 

3 assessments 

4 (1) The 

of relnsuring carriers. 

board Shall establish, as part of the plan of 

5 operation, a formula by which to make assessments against 

6 reinsuring carriers. The assessment formula shall be based on 

7 both of the following: 

8 (a) Each reinsuring carrier's share of the total premiums 

9 earned in the preceding calendar year from health benefit 

10 plans delivered or issued for delivery to small employers in 

11 this state by reinsuring carriers. 

12 (b) Each reinsuring carrier's share of the premiums earned 

13 in the preceding calendar year from newly issued health 

14 benefit plans delivered or issued for delivery during such 

15 calendar year to small employers in this state by reinsuring 
16 carriers. 

17 (2) The formula established pursuant to subparagraph (1) 

18 shall not result i~ any reinsuring carrier having an 

19 assessment share that is less than fifty percent nor more than 

20 one hundred fifty percent of an amount which is based on the 

21 proportion of the reinsuring carrier's total premiums earned 

22 in the preceding calendar year from health benefit plans. 

23 delivered or issued for delivery to small employers in this 

24 state by reinsuring carriers to total premiums earned in the 

25 preceding calendar year from health benefit plans delivered or 

26 issued for delivery to small employers in this state by all 

27 reinsuring carriers. 

28 (3) The board, with approval of the commissioner, may 

29 change the assessment formula established pursuant to 

30 subparagraph (1) from tl~e to time as appropriate. The board 

31 may provide for the shares of the assessment base attributable 

32 to premiums from all health benefit plans and to premiums from 

33 newly issued health benefit plans to vary during a transition 
34 period. 

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

2 reinsuring carriers that are approved health maintenance 

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

4 300 et seq., to the extent, if any, that restrictions are 

5 placed on th.em that are not imposed on other small employer 

6 carriers. 

7 (5) Premiums and benefits paid by a reinsuring carrier 

8 that are less than an amount determined by the board to 

9 justlfy the cost of collection shall not be considered for 

10 purposes of determining assessments. 

11 c. (1) Prior to March 1 of each year, the board shall 

12 determ1ne and file with the commissioner an estimate of the 

13 assessments needed to fund the losses incurred by the program 

14 in the previous calendar year. 

15 (2) If the board determines that the assessments needed to 

16 fund the losses incurred by the program in the previous 

17 calendar year will exceed the amount specified 1n subparagraph 

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

19 report its flndings, including any recommendations for changes 

20 to the plan of operation, to the commissioner within ninety 

21 days following the end of the calendar year in which the 

22 losses were incurred. The evaluation shall include: an 

23 estimate of future assessments, the administrative costs of 

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

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

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

27 the report with the commissioner ~Iithin ninety days following 

28 the end of the applicable calendar year, the commissioner may 

29 evaluate the operations of the program and implement such 

30 amendments to the plan of operation the commissioner deems 

31 necessary to reduce future losses and assessments. 

32 (3) For any calendar year, the amount specified in this 

33 subparagraph is five percent of total premiums earned in the 

34 previous year from health benefit plans delivered or issued 

35 for delivery to small employers in this state by reinsuring 
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1 carriers. 

2 (4) If assessments in each of two consecutIve calendar 

3 years exceed by ten percent the amount specified in 

4 subparagraph (3). the commissioner may relieve carriers from 

5 any or all of the regulations of this chapter or take such 

6 other actions as the commissioner deems equitable and 

7 necessary to spread the risk of loss and assure portability of 

8 coverages and continuity of benefits so as to reduce 

9 assessments to ten percent or less of that amount specified in 

10 subparagraph (3). 

11 d. If assessments exceed net losses of the program, the 

12 excess shall be held in an interest-bearing account and used 

13 by the board to offset future losses or to reduce program 

14 premiums. As used in this paragraph. "future losses" includes 

15 reserves for incurred but not reported claims. 

16 e. 

17 shall 

Each reinsuring carrier's proportIon of the assessment 

be determined annually by the board based on annual 

18 statements and other reports deemed necessary by the board and 

19 filed by the reinsuring carriers with the board. 

20 f. The plan of operation shall provide for the imposition 

21 of an interest penalty for late payment of assessments. 

22 1. A reinsuring carrier may seek from the commissioner a 

23 deferment from all or part of an assessment imposed by the 

24 board. The commissioner may defer all or part of the 

25 assessment of a reInsuring carrier if the commlssioner 

26 determines that the payment of the assessment would place the 

27 reinsurIng carrier in a financially Impaired condition. If 

28 all or part of an assessment against a reinsuring carrier is 

29 deferred, the amount deferred shall be assessed against the 

30 other participating carriers in a manner consistent with the 

31 basis for assessment set forth in this subsection. The 

32 reinsuring carrier receiving such deferment shall remain 

33 liable to the progl'am for the amount deferred and shall be 

34 prohiblted from reinsuring any individuals or groups in the 

35 program until such time as it pays such assessments. 
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1 12. The participation in the program as reinsuring 

2 carriers, the establishment of rates, forms, or procedures, or 

3 any other joint or collective action required by this chapter 

4 shall not be the basis of any legal action, criminal or civil 

5 liability, or penalty against the program or any of its 

6 reinsuring carriers either jointly or separately. 

7 13. The board, as part of the plan of operation, shall 

8 develop standards setting forth the manner and levels of 

9 compensation to be paid to producers for the sale of basic and 

10 standard health benefit plans. In establishing such 

11 standards, the board shall take into consideration all of the 

12 following: 

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

14 b. The objectives of the program. 

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

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

17 employer. 

18 e. The levels of compensation currently used in the 

19 industry. 

20 f. The overall costs of coverage to small employers 

21 selecting these plans. 

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

23 taxes. 

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

25 EVALUATION. 

26 The board shall study and report at least every three years 

27 to the commissioner on the effectiveness of this chapter. The 

28 report shall analyze the effectiveness of the chapter in 

29 promotIng rate stability, product availability, and coverage 

30 affordability. The report may contain recommendations for 
31 actions to improve the overall effectiveness, efficiency, and 

32 fairness of the small group health insurance marketplace. The 

33 report shall address whether carriers and producers are fairly 

34 and actIvely marketing or issuing health benefit plans to 

35 small employers in fulfillment of the purposes of this 
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1 chapter. The report may contain recommendations for market 

2 conduct or other regulatory standards or action. 

3 Sec. 16. Section 5138.8, Code Supplement 1991, is amended 

4 to read as follows: 

5 5138.8 DISCRETION OF THE COMMISSIONER. 

6 1. 

7 5138.4 

The commissioner may suspend all or any part of section 

as to the premium rates applicable to one or more small 

8 employers for one or more rating periods upon a filing by the 

9 small employer carrier and a finding by the commissioner that 

10 the suspension is reasonable in light of the financial 

11 condit~on of the carrier or that the suspension would enhance 

12 the efficiency and fairness of the marketplace for small 

13 employer health insurance. 

~14 2. The comm~ssioner may suspend or modify the normal work 

15 week reguirement of thirty or more hours under the definition 

16 of eligible employee upon a finding by the commissioner that 

17 the suspension would enhance the availability of health in-

18 surance to employees of small employers. 
19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

-23-

HF 2370 

mj/pk/25 

, 



/ SENATE CLIP SHEET MARCH 27, 1992 Page 58 

BOUSE FILE 2370 
5-5401 

1 Amend House File 2370 as amended, passed, and 
2 reprinted by the House, as follows: 
3 1. Page I, by striking line 4 and inserting the 
4 following: "plan which is offered pursuant to section 
5 SUB. 7E." 
6 2. Page 2, by striking line 6 and inserting the 
7 following: 
8 "a. Medicaid pursuant to Title XIX of the Social 
9 Security Act, medicare pursuant to Title XVIII of the 

10 Social Security Act, or coverage pursuant to the". 
11 3. Page 2, by striking lines 18 through 24 and 
12 inserting the following: "a plan which is offered 
13 pursuant to section 513B.7E." 
14 4. Page 22, by striking line 24 and inserting the 
15 following: 
16 "Sec. • NEW SECTION. 513B.7E HEALTH BENEFIT 
17 PLAN STANDARDS. 
18 1. The commissioner shall adopt by rule the form 
19 and level of coverage of the basic health benefit plan 
20 and the standard health benefit plan to be made 
21 available by a small employer carrier pursuant to 
22 section 513B.7A. The commissioner's rules shall 
23 include the benefit levels, cost sharing levels, 
24 exclusions, and limitations for the basic health 
25 benefit plan and the standard health benefit plan, and 

shall define for purposes of this chapter, a basic 
7 health benefit plan and a standard health benefit plan 

28 whiCh contain benefit and cost sharing levels that are 
29 consistent with the basic method of operation and the 
30 benefit plans of health maintenance organizations, 
31 including any restrictions imposed by federal law. 
32 2. The commissioner's rules may include cost 
33 containment features such as the following: 
34 a. Utilization review of health care services, 
35 including review of medical necessity of hospital and 
36 physician services. 
37 b. Case management. 
38 c. Selective contracting with hospitals, 
39 physicians, and other health care providers. 
40 d. Reasonable benefit differentials applicable to 
41 providers that participate or do not participate in 
42 arrangements using restricted network provisions. 
43 e. Other managed care provisions. 
44 Sec. NEW SECTION. 513B.7F PERIODIC MARKET". 
45 5. Page 23, by inserting after line 2, the 
46 following: 
47 "Sec. NEW SECTION. 513B.7G APPLICABILITY OF 
48 CERTAIN STATE LAWS. 
49 The provisions of 
50 basic health benefit 

5401 

chapter 514H shall 
plans and standard 
-1-
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8-5401 
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MARCH 27, 1992 

1 plans as provided for in this chapter, except for 
2 section S14H.S." 
3 6. Page 23, by inserting after line lS, 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 renumber~ng as necessary. 
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By COMMITTEE ON HUMAN RESOURCES .. 
BEVERLY A. HANNON, Chairperson 
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SENATE AMENDMENT TO HOOSE FILE 2370 
H-S709 

1 Amend House File 2370 as amended, passed, and 
2 reprinted by the House, as follows: 
3 1. Page 1, by striking line 4 and inserting the 
4 following: "plan which is offered pursuant to section 
5 SUB. 7E." 
6 2. Page 2, by striking line 6 and inserting the 
7 following: 
8 "a. Medicaid pursuant to Ti~e XIX of the Social 

- 9 Security Act, medicare pursuant tp Title XVIII of the 
10 Social Security Act, or coverage pursuant to the". 
11 3. Page 2, by striking lines 18 through 24 and 
12 inserting the fol16wing: "a plan which is offered 
13 pursuant to section 513B.7E." 
14 4. Page 22, by striking line 24 and inserting the 
15 following: 
16 "Sec. NEW SECTION. 513B.7E HEALTH BENEFIT 
17 PLAN STANDARDS. 
18 1. The commissioner shall adopt by rule the form 
19 and level of coverage of the basic health benefit plan 
20 and the scandard health benefit plan to be made 
21 available by a small employer carrier pursuant to 
22 section 5l3B.7A. The commissioner's rules shall 
23 include the benefit levels, cost sharing levels, 
24 exclusions, and limitations for the basic health 
25 benefit plan and the standard health benefit plan, and 
26 shall define for purposes of this chapter, a basic 
27 health benefit plan and a standard health benefit plan 
28 which contain benefit and cost sharing levels that are 
29 consistent with the basic method D~ operation and the 
30 benefit plans of health maintenan~Er~rganizations, 
31 including any restrictions impose~y federal law. 
32 2. The commissioner's rules may 'jJlclude cost 
33 containment features such as the lC6llowing: 
34 a. Utilization review of health care services, 
35 including review of medical necessity of hospital and 
36 physician services. • 
37 b. Case management. 
38 c. Selective contracting with hospitals, 
39 physicians, and other health care providers. 
40 d. Reasonable benefit differentials applicable to 
41 providers that participate or do not participate in 
42 arrangements using restricted network provisions. 
43 e. Other managed care provisions. 
44 Sec. NEW SECTION. 513B.7F PERIODIC MARKET". 
45 5. Page 23, by inserting after line 2, the 
46 following: 
47 "Sec. NEW SECTION .. 513B.7G APPLICABILITY OF 
48 CERTAIN STATE LAWS. 
49 The provisions of 
50 basic health benefit 
H-S709 

chapter 5l4H shall not apply to 
plans and standard health benefit 
-1-
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HOUSE CLIP SHEET 

H-5709 
Page 2 

APRIL 4, 1992 

~ ?lans as provided for in th~s cr.apter, except for 
2 section 5148.8." 
3 6. Page 23, by ~nserting aE~er line 18, the 
4 following: 
5 "3. The commissioner may adoot, by rule or order, 
6 transition orovisions to facilitate the orderly and 
7 coordinated imolementation of this Act." 
8 7. By renumbering as necessary. 

H-5709 FILED APRIL 3, 1992 
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S.F. H.F. 

1 Section 1. Section 513B.2, Code Supplement 1991, is 

2 amended by adding the following new subsections: 

3 NEW SUBSECTION. 7A. "Eligible employee" means an employee 
4 who works on a full-time basis and has a normal work week of 

5 thirty or more hours. The term includes a sole proprietor, a 
6 partner of a partnership, and an independent contractor, if 

7 the sole proprietor, partner, or independent contractor is 
8 included as an employee under a health benefit plan of a small 

9 employer, but does not include an employee who works on a 

10 part-time, temporary, or substitute basis. 

11 NEW SUBSECTION. 9A. "Late enrollee" means an eligible 
12 employee or dependent who requests enrollment in a health 

13 benefit plan of a small employer following the initial 
14 enrollment period for which such individual is entitled to 

15 enroll under the terms of the health benefit plan, provided 
16 the initlal enrollment period is a period of at least thirty 

17 days. An eligible employee or dependent shall not be 

18 conside:ed a late enrollee if any of the fo:lowing apply: 

19 a. The individual meets all of the following: 

20 (~) The individual was covered under qualifying previous 

21 cove:age at the tIme of the initial enrollment. 

22 (2) The individual lost coverage under q~alifying previo~s 

23 coverage as a result of termination of the individual's 

24 e~p:oyment or eligibility, the involuntary termination 0: the 

25 qualifylng previous coverage, death of the individual's 
26 spouse, or the individual's divorce. 

27 (3) The individual requests enrollment within thirty days 

28 after termination of the qualifying previous coverage. 

29 b. The individual is employed by an employer that offers 

30 multiple health benefit plans and the individual elects a 

31 different plan during an open enrollment period. 

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

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

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

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

3 following: 

4 513B.3 APPLICABILITY AND SCOPE. 

5 This chapter applies to a health benefit plan providing 

6 coverage to the employees of a small employer in this state if 

7 any of the following apply: 

8 1. Any portion of the premium or benefits is paid by or on 

9 behalf of the small employer. 
10 2. An eligible employee or dependent is reimbursed in any 

11 manner by or on behalf of the small employer for any portion 

12 of the premium or benefits. 

13 3. The health benefit plan is treated by the employer or 

14 any of the eligible employees or dependents as part of a plan 

15 or program for the purposes of section 106, 125, or 162 of the 

16 Internal Revenue Code as defined in section 422.3. 

17 

18 

19 

20 

21 

22 

23 

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 dellvery 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 

27 carrier. for the purposes of this chapter. 

24 

25 

26 

28 c. Unless otherwise authorized by the commissioner, a 

29 small employer carrier shall net enter into one or more ceding 
30 arrangements with respect to health benefit plans delivered or 

31 issued for delivery to small employers in this state if the 

32 arrangements would result in less than fifty percent of the 

33 insurance obligation or risk fer such health benefit plans 

34 being retained by the ceding carrier. 

35 Sec. 3. Section 513B.4, subsection 1, paragraph c, 

-2-



S.F. H.F. 

1 subparagraph (I), Code Supplement 1991, is amended to read as 

2 follows: 

3 (1) The percentage change in the new business premium rate 

4 measured from the first day of the prior rating period to the 

5 first day of the new rating period. In the case of a class of 

6 business for which the small employer carrier is not issuing 

7 new policies, the small employer carrier shall use the 

8 percentage change in the base premium rate, provided that the 

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

10 the new business premium rate for the most similar health 

11 benefit plan into which the small employer carrier is actively 

12 e~,~11in9 new insureds who are small employers. 

13 Sec. 4. Section 513B.4, subsection 1, paragraph d, Code 

14 Supplement 1991, is amended to read as follows: 

15 d. In the case of health benefit plans issued prior to 

16 July 1, 1991, a premium rate for a rating period may exceed 

17 the ranges described in subsection 1, paragraph "a" or "b" of 

18 thi~-~ee~±o~, for a period of €±~e three years following July 

19 1, T99± 1992. In such case, the percentage lncrease in the 

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

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

22 following: 

23 (l) The percentage change in the new b~siness premium rate 

24 measured ~rom the first day of the prior rating period to the 

25 first day of the new rating period. In the case of a class of 

26 business for which the small employer carrier is not issuing 

27 new policies, the small employer carrier shall use the 

28 percentage change in the base premium rate, provided that the 

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

30 the new business premium rate for the most similar health 

31 beneflC clan into which the small employer carrier is actively 

32 enrolling new insureds who are small emoloyers. 

33 (2) Any adjustment due to ctange in coverage or change in 

34 the case characteristics of the small employer as determined 

35 from :ne small employer carrier's rate manual for the class of 

-3-
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1 business. 

2 Sec. 5. 

3 Supplement 
Section S13B.4, subsection 1, paragraph e, Code 

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

5 e. Any adjustment in rates for claims experience, health 

6 status, and duration of coverage shall not be charged to 

7 individual employees or dependents. Any such adjustment shall 

8 be applied uniformly to the rates charged for all employees 

9 and dependents of the small employer. 

10 Sec. 6. Section 513B.4, subsection 2, Code Supplement 

11 1991, is amended by adding the following new unnumbered 
12 parag~.:'!phs: 

13 NEW UNWJMBERED PARAGRAPH. For purposes of this subsection, 

14 case characteristics may include industry classificat10n, 

15 provided that the highest rate factor associated with any 

16 industry classification shall not exceed the lowest rate 

17 factc~ associated with any industry classification by more 

18 than fifteen percent. However, case characteristics other 

19 than age, gender, industry classification, geographic area, 

20 family composition, and group size shall not be used by a 

21 small employer carrier without the prior approval of the 

22 commi s s i one r. 

23 NEW UNNUMBERED PARAGRAPH. Rating factors shall produce 

24 premiums for identical groups which differ only by a~ounts 

25 attributable to plan design and do not reflect differences due 

26 to the nature of the groups assumed to select particular 

27 health benefit plans. A small employer carrier shall treat 

28 all health benefit plans issued or renewed in the same 

29 calendar month as having the same rating period. 

30 Sec. 7. Section 513B.4, Code Supplement 1991, 1S amended 

31 by adding the following new subsection: 

32 NEW SUBSECTION. 2A. For purposes of this section, a 

33 health benefit plan that ut~lizes a restricted provider 

34 network sha:l not be considered similar coverage to a health 

35 benefit plan that does not utilize such a network, provided 

-4-
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1 that utilization of the restricted provider network results in 

2 substantial differences in claims costs. 

3 Sec. 8. Section 5l3B.5, subsection 1, Code Supplement 

4 1991, is amended by adding the following new paragraphs: 

5 NEW PARAGRAPH. f. Repeated misuse of a provider network 

6 provision. 

7 NEW PARAGRAPH. g. The commissioner finds that the 

8 continuation of the coverage is not in the best interests of 

9 the policyholders or certificate holders, or would impair the 

10 carrier's ability to meet its contractual obligations. If 

11 non renewal occurs as a result of findlngs pursuant to this 

12 paragraph, the commissioner shall assist affected small 

13 employers in flnding replacement coverage. 

14 Sec. 9. Section 513B.5, subsection 2, unnumbered paragraph 

15 1, Code Supplement 1991, is amended to read as fo:lows: 

16 A small employer carrier may cease to renew all plans under 

17 a class of business, or all classes of business in a defined 

18 geographic region if the carrier is a health maincenance 

19 organizatlon. The sma:l employer carrier shall provide notice 

20 at least "i"ety one hundred eighty days prior to termination 

21 of ccverage to all affected health benefit plans and to the 

22 co~~issioner in each state in which an affected insured 

23 individual is known to reside. A sma:l employer carrier which 

24 exerClses lts right to cease to renew all plans in a class cf 

25 business shall not do either or both of the following: 

26 Sec. 10. Section 5138.6, subsection 3, Code Supplement 

27 1991, is amended by striking the subsection and inserting in 

28 lieu thereof the following: 

29 3. The provisions relating to any preexisting condition 

30 provlsion. 

31 Sec. 11. NEW SECTION. 5133.7A AV"AILA3ILITY OF COVERAGE. 

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

33 transactlng business 1n this state with small employers, shall 

34 act1vely offer to small employers at least two health benefit 

35 plans. One hea:th benefit plar. offered by each small emp:oyer 
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1 carrier shall be a basic health benefit plan and one plan 

2 shall be a standard health benefit plan. 

3 b. (1) A small employer carrier shall issue a basic 

4 health benefit plan or a standard health benefit plan to an 

5 eligible small employer that applies for either plan and 
6 agrees to make the required premium payments and to satisfy 

7 the other reasonable provisions of the health benefit plan not 

8 inconsistent with this chapter. 

9 (2) A small employer carrier establishing more than one 

10 class of business shall maintain and issue to eligible small 

11 employers at least one basic health benefit plan and at least 

12 ~~~ s~andard health benefit plan in each class of business 

13 established. A small employer carrier may apply reasonable 

14 cr~teria in determining whether to accept a small employer 

15 provided all of the following apply: 

16 (a) The criteria are not intended to discourage or prevent 

17 acse~t=nce of small employers applying for a basic or standard 

18 health benefit plan. 

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

20 claims experience of the small employer. 

21 (C) The criteria are applied consistently to all small 

22 employers applying for coverage in the class of business. 

23 (d) The small emp:oyer carr~er provides for the acceptance 
24 of all eligible small employers into one or more classes of 

25 b~siness. 
26 

27 

28 

29 

30 

31 

32 

33 

34 

The provisions of this subparagraph do not apply to a class 

of business into which the small employer carrier ~s 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 flfty percent 
of its days of operation during the precedlng calendar 

quarter. The provisions of this lette"ed paragraph shall be 
effective one hundred eighty days after the commissioner's 

35 approval of the baslc healtn benefit plan and the standard 
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1 health benefit plan. 

2 2. a. A small employer carrier shall file with the 

3 commissioner, in a form and manner prescribed by the 

4 commissioner, the basic health benefit plans and the standard 

5 health benefit plans to be used by the carrier. A health 

6 benefit" plan filed pursuant to this paragraph may be used by a 

7 small employer carrier beginning thirty days after it is filed 

8 unless the commissioner disapproves its use. 

9 b. The commissioner at any time after providing notice and 

10 opportunity for hearing may disapprove the continued use of a 

11 basic or standard health benefit plan by a small employer 

12 carrier on the grounds that the plan does not meet the 

13 requirements of this chapter. 

14 3. A health benefit plan providing coverage for small 

15 emp:oyers shall satisfy all of the following: 

16 a. The plan shall not deny, exclude, or lImit benefits for 

17 a covered individual for losses incurred more than twelve 

18 months follOWIng the effective date of the indlvidual's 

19 coverage due to a preexisting condition. A health benefit 

20 plan sha:l not define a preexisting condition more 

21 restrictively than the following: 

22 (1) A condItIon that would cause an ordinarily prudent 

23 person to seek medical advice, diagnosis, care, or treatment 

24 during the six months immediately preceding the effectIve date 

25 of coverage. 

26 (2) A condition for which medical advice, diagnosis, care, 

27 or treatment was recommended or received during the six months 

28 immediately preceding the effective date of coverage. 

29 (3) A pregnancy existing or. the effective date of 

30 coverage. 

31 b. The plan shall waive any time period applicable to a 

32 preexisting condition exclusion or limitation period with 

33 :espect ~o particular se~vices for the period of time an 

34 :nd:vidual was previously covered by qualifying pre7ious 

35 coverage that provided benefits with respect to such service, 

-7-
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4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

S.P. H.F. 

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 

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 minlmum participation of eligible employees 

and minimum employer contributions, shall be applied uniformly 

among all small employers with the same number of eliglble 

19 employees applYing for coverage or receiving coverage from the 
20 small employer carrier. 

21 (2) A small employer carrier may vary application of 

22 minirr.~m participation requirements and minimum emp~oyer 

23 contribution req~irements only by the size of the small 

24 employer group. 

25 (3) Except as provided in this subparagraph, a small 
26 employer carrier shall not conSider employees or dependents 

27 who have qualifylng existing coverage in determining whether 

28 the app~icable percentage of participation is met under the 

29 applicable minimum participation requirements. However, with 

30 respect to a small employer With ten or fewer eligible 

31 employees, a small employer carrier may consider employees or 

32 dependents who have coverage under another health beneflt plan 

33 sponsored by the small employer when applying minimum 
34 participation requirements. 

35 (4) A small employer carrier shall not increase any 

-8-
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1 requirement for minimum employee participation or any 

2 requirement for minimum employer contribution applicable to a 

3 small employer at any time after the small employer has been 

4 accepted for coverage. For any plan issued prior to July 1, 

5 1992, a carrler may, upon approval of the commissioner, 
6 increase a minimum employee participation requirement or a 

7 minimum employer contribution requirement consistent with 

8 chapter 509. 

9 e. (1) If a small employer carrier offers coverage to a 

10 small employer, the small employer carrier shall offer 

11 coverage to all eligible employees of the small employer and 

12 tr~ ~ployees' dependents. A small employer carrier shall not 

13 offer coverage to only certaln individuals in a small employer 

14 group or to only pare of the group, except as permitted with 

15 regard to late enrollees. 

16 (2) A small employer carrier shall not modify a basic or 

17 standard health benefit plan with respect to a small employer 

18 or any elig:ble employee or dependent through riders, 

19 endorsements, or other means, to restrict or exclude coverage 

20 for certain diseases or medical conditions otherwise covered 

21 by the 

22 4. 

health benefit p:an. 

a. A small employer carrier shall not be required to 

23 offer coverage or accept applications pursuant to this section 

24 where any of the following apply: 

25 (1) To a small employer, where the small employer is not 

26 physica:ly located in the carrier's established geographic 

27 service area. 

28 (2) To an employee, when the employee does not work or 

29 reside within the carrier's established geographic service 

30 area. 

31 (3) Within an area where the small employer carrier 

32 reasonably anticipates and demonstrates to the satisfaction of 

33 the corr~issioner that it will no~ have the capacity withi~ the 

34 carrier's establiShed geographic service area to deliver 

35 serVlce adeq~ately to the membe~s of such groups because of 
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1 the carrier's obligations to existing group policyholders and 
2 enrollees. 

3 b. A small employer carrier not required to offer coverage 
4 or accept applications pursuant to paragraph "a", subparagraph 

5 (3), shall not offer coverage in the applicable area to new 
6 employer groups with more than twenty-five eligible employees 

7 or to any small employer groups until the later of one hundred 
8 eighty days following such refusal or the date on which the 

9 carrier notifies the commissioner that it has regained 
10 capacity to deliver services to small employer groups. 

11 5. A small employer carrier shall not be required to offer 
12 coverage to small employers pursuant to subsection 1 for any 

13 period of time where the commissioner determines that the 
14 acceptance of the offers by small employers in accordance with 

15 subsection 1 would place the small employer carrier in a 
16 financially impaired condition. 
17 Sec. 12. NEW SECTION. 513B.7B NOTICE OF INTENT TO 
18 OPERATE AS A RISK-ASSUMING CARRIER OR REINSURING CARRIER. 
19 1. a. A small employer carrier authorized to transact the 
20 business of insurance in this state shall notify the 
21 commissioner at the time of authorization of the carrier's 
22 intention to operate as a risk-assuming carrier or a 

23 reinsuring carrier. A small employer carrier seeking to 
24 operate as a risk-assuming carrier shall make an application 

25 pursuant to section 513B.7C. 

26 b. The notification of the commissioner concerning the 

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

29 that the initial notification given by carriers after the 
30 effective date of this Act is binding for a two-year period. 

31 The commissioner may permit a carrier to mod,fy the carrier's 
32 decision at any time for good cause. 

33 c. The commissioner shall establish an application process 
34 for small employer carriers seeki~g to change their status 

35 putsuant to this subsection. 

-10-
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1 2. A reinsuring carrier that applies and is approved to 

2 operate as a risk-assuming carrier shall not be permitted to 

3 continue to reinsure any health benefit plan with the program. 

4 The carrier shall pay a prorated assessment based upon 

') business issued as a reinsuring carrier for any portion of the 

6 year that the business was reinsured. 

7 Sec. 13. N~~ SECTION. S13B.7C APPLICATION TO BECOME A 

8 RISK-ASSUMING CARRIER. 

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

10 assumlng carrier by filing an application with the 

11 commissioner in a form and manner prescribed by the 
12 cO!1'_'!tissioner. 

13 2. In evaluating an appl~cation made pursuant to this 

14 section, the cO~'1\issioner 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 commltment to market fairly to all small 

20 employers in the state or the carrie:'s established geographic 

21 service area, as applicable. 

22 d. The carrier's e~per~ence with managing the risk of 

23 small employer groups. 

24 3. The con'!tissioner shal: provide public notice of an 

25 application by a sma:l employer carrier to be a risk-assuning 

26 carrier and shall provide at least a sixty-day period for 

27 public CO~'1\ent 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 co~~issioner may resc~nd the approval granted to a 

32 risk-assuming carrier under this sectlon if the commissioner 

33 f~nds any of the following: 

I 

34 a. The carrier's financial condition will no longer I. 
35 s~pport the assumption of risk from issuing coverage to sma:: 
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1 employers in compliance with section 513B.7A without the 
2 protection provided by the program. 

3 b. The carrier has failed to market fairly to all small 

4 employers in the state or the carrier's established geographic 

5 service area, as applicable. 

6 c. The carrier has failed to provide coverage to eligible 

7 small employers as required under section 513B.7A. 
8 5. A small employer carrier 

9 carrier shall not be subject to 
10 513B.70. 

electing to be 

the provisions 

a risk-assuming 

of section 

11 Sec. 14. NEW SECTION. 513B.70 S~~LL EMPLOYER CARRIER 

11 P£lNSURANCE PROGRAM. 

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

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

2. A reinsuring carrier is subject to this program. 

3. a. The program shall operate sUbJect to the 

supe~vision 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 

co~~issioner'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 

co~~issioner 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 
30 commissioner. 

31 c. The initial board members shall be appOinted as 
32 follows: 

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

34 years. 

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

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

4 d. Subsequent members shall be appointed for terms of 

5 three years. A board member's term shall continue until the 

6 member's successor is appointed. 

7 e. A vacancy in the board shall be filled by the 

8 commissioner for the remainder of the term. A member of the 

9 board may be removed by the commissioner for cause. 

10 4. The board, within one hundred eighty days after the 

11 initial appointments, shall submit a plan of operation to the 

12 co~~issioner. The commissioner, after notice and hearing, may 

13 approve the plan of operation if the commissioner determines 

14 that the plan is suitable to assure the fair, reasonable, and 

15 equitable administration 0: the program, and provides for the 

16 sharing of program gains and losses on an equitab:e and 

17 propcrtionate basis in accordance with the provisions of this 

18 section. The plan of operation is effective upon written 

19 approval of the commissioner. After the initial plan of 

20 operation is submitted and approved by the commissioner, the 

21 board may submit to the co~~issioner any amendments to the 

22 plan necessary or suitable to assure the fair, reasonable, and 

23 equltable administration of the program. 

24 5. If the board fails to submlt a plan of operation wlthin 

25 one hundred eignty days after the board's appointment, the 

26 co~~issioner, after notice and hearing, shall establlsh and 

27 adopt a temporary plan of operation. The commissioner shall 

28 amend or rescind a plan adopted pursuant to this s~bsection at 

29 the time a plan is submltted by the board and approved by the 
30 cO~~lssioner. 

31 6. The plan of operation Shall do all of the following: 

32 a. Establish procedures for the handllng and accounting of 

33 program assets and moneys, and for an annual fiscai reporting 

34 to the corr~issloner. 

35 b. Establish procedures for selecting an administering 

, 
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1 carrier and setting forth the powers and duties of the 
2 administering carrier. 

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

S d. Establish procedures for collecting assessments from 
6 reinsuring carriers to fund claims and administrative expenses 

7 incurred or estimated to be incurred by the program. 
S e. Provide for any additional matters necessary to 

9 implement and administer the program. 
10 7. The same general powers and authority granted under the 

11 laws of this state to insurance companies and health 
12 mainte~ance organizations licensed to transact business in 

13 this state may be exercised by the board under the program, 
14 except the power to issue health benefit plans directly to 
15 either groups or individuals. Additionally, the board is 
16 granted the specific authority to do all or any of the 
17 following: 

18 a. Enter into contracts as necessary or proper to 

19 adminlster the provisions and purposes of this chapter, 
20 including the authority, with the approval of the 

21 commlssioner, to enter into contracts with similar programs in 

22 other states for the jOint performance of common functlons or 

23 with persons or other organizations for the performance of 
24 administrative functions. 

25 b. Sue or be sued, including taking any legal action 
26 necessary or proper to recover any assessments and penalties 

27 for, on behalf of, or against the program or any reinsuring 
28 carriers. 

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

31 d. Define the health beneflt plans for which reinsurance 
32 will be provided, and issue reinsurance policies, pursuant to 
33 this chapter. 
34 e. Establish rules. conditions, and procedures for 

35 reinsuring risks under the program. 

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

3 g. Assess reinsuring carriers in accordance with the 
4 provisions of subsection 11, and make advance interim 

5 assessments as may be reasonable and necessary for 

6 organizational and interim operating expenses. Any interim 

7 assessments shall be credited as offsets against any regular 
8 assessments due following the close of the calendar year. 

9 h. Appoint appropriate legal, actuarial, and other 

10 committees as necessary to provide technical assistance in the 

11 operation of the program, policy and other contract design, 

12 and ~~y other function within the authority of the program. 

13 i. Borrow money to effect the purposes of the program. 
14 Any notes or other evidence of indebtedness of the program not 

15 in default are legal investments for carriers and may be 

16 carried as admitted assets. 

17 9. A reins<.lring carrier may reinsure with the program as ,. 
18 provided in this section. 

19 a. WIth respect to a basic health benef:t plan or a 

20 standard nealth beneflt plan, the program shall reinsure the 

21 level of coverage provided and, with respect to other plans, 

22 the program shall reinsure up to the level of coverage 

23 prOVided in a basic or standard health benefit plan. 
24 b. A small ereployer carrier may reinsure an e~tire 

25 employer group within sixty days of the co~~encement of the 

26 group's coverage under a health benefit plan. 

27 c. A reinsuring carrier may reinsure an eligible employee 

28 or dependent within a period of sixty days following the 

29 co~~encement of the coverage with the small employer. A newly 

30 eligIble employee or dependent of a reinsured small employer 

31 may be reinsured within sixty days of the commencement of such 

32 person's coverage. 
33 d. (l) The program shall not reimburse a reinsuring 

34 carrier with respect to the claims of a reinsured employee or I 
35 dependent until the small employer carrier has incurred an 

-15-
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1 initial level of claims for such employee or dependent of five 
2 thousand dollars in a calendar year for benefits covered by 

3 the program. In addition, the reinsuring carrier is 
4 responsible for ten percent of the next fifty thousand dollars 

5 of incurred claims during a calendar year and the program 
6 shall reinsure the remainder. A reinsuring carrier's 

7 liability under this subparagraph shall not exceed a maximum 
8 limit of ten thousand dollars in anyone calendar year with 

9 respect to any reinsured individual. 
10 (2) The board annually shall adjust the initial level of 

11 claims and the maximum limit to be retained by the small 
12 employer carrier to reflect increases in costs and utilization 

13 within the standard market for health benefit plans within the 

14 state. The adjustment shall not be less than the annual 

15 change in the medical component of the "consumer price index 
16 for all urban consumers" of the United States department of 

17 labor, bureau of labor statistics, unless the board proposes 
18 and the commissioner approves a lower adjustment factor. 

19 e. A small employer carrier may terminate reinsurance for 
20 one or more of the reinsured employees or dependents of small 

21 employer on any plan anniversary date. 

22 f. Premium rates charged for reinsurance by the program to 

23 a health malntenance 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. 

24 
25 
26 
27 
28 

29 
30 

31 
32 

33 
34 

35 

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 
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1 small employer carriers in the state. The methodology shall 

2 provide for the development of base reinsurance premium rates, 

3 which shall be multiplied by the factors set forth in 

4 paragraph Itb lt to determine the premium rateS for the program. 

5 The base reinsurance premium rates shall be established by the 
6 board, subject to the approval of the commissioner, and shall 

7 be set at levels which reasonably approximate gross premiums 
8 charged to small employers by small employer carriers for 

9 health benefit plans with benefits similar to the standard 

10 health benefit plan. 

11 b. Premiums for the program shall be as follows: 

12 (I) An entire small employer group may be reinsured for a 

13 rate that is one and one-half times the base reinsurance 

14 premium rate for the group established pursuant to this 

15 subsection. 
16 (2) An eligible employee or dependent may be reinsured for 

'7 ~ ~~t~ that is five times the base reinsurance premium rate 

18 for the indiVIdual established pursuant to this subsection. 

19 c. The board periodically shall review the methodology 

20 established under paragraph Ita", including the system of 

21 classification and any rating factors, to assure that it 

22 reasonably reflects the claims experience of the program. 

23 board may propose changes to the methodology which shall be 

24 

25 

subject to 

10. If 

the approval of the cO~~lssioner. 

a health beneflt plan for a small employer is 

The 

26 entirely or partially reinsured with the program, the premium 

27 charged to the small employer for any rating period for the 

28 coverage issued shall meet the requirements relating to 

29 premium rates set forth ~n section 513B.4. 
30 11. a. Prior to March 1 of each year. the board shall 

31 determine and report to the commissioner the program net loss 

32 for the previous calendar year, including administrative 

• 

33 expenses and incurred losses for the year, taking into account 

34 investment Income and other appropr iate gains and losses. .' 
35 b. Any net loss for the year shall be recouped by 
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I assessments of reinsuring carriers. 
2 (1) The board shall establish, as part of the plan of 

3 operation, a formula by which to make assessments against 
4 reinsuring carriers. The assessment formula shall be based on 
5 both of the following: 

6 (a) Each reinsuring carrier's share of the total premiums 

7 earned in the preceding calendar year from health benefit 
8 plans delivered or issued for delivery to small employers in 

9 this state by reinsuring carriers. 
10 (b) Each reinsuring carrier's share of the premiums earned 

11 in the preceding calendar year from newly issued health 
12 benefit plans delivered or issued for delivery during such 

13 calendar year to small employers in this state by reinsuring 
14 carrie=s. 

15 (2) The formula established pursuant to subparagraph (1) 
16 shall not result in any reinsuring carrier having an 

~ 17 as~ess~ent share that is less than fifty percent nor more than 
18 one hundred fifty percent of an amount which is based on the 
19 proportion of the reinsuring carrier's total premiums earned 
20 in the preceding calendar year from health benefit plans 

21 delivered or issued for delivery to small employers in this 
22 state by reinsuring carriers to total premiums earned in the 

23 precedlng calendar year from health benefit plans delivered or 
24 lssued for dellvery to small employers in this state by all 

25 re~nsuring carriers. 
26 (3) The board, with approval of the commissioner, may 

27 change the assessment formula established pursuant to 
28 subparagraph (1) from time to time as appropriate. The board 
29 may provide for the shares of the assessment base attributable 
30 to premiums from all health benefit plans and to premiums from 

31 newly issued health benefit plans to vary during a transition 
32 pericd. 

33 (4) Subject to the approval of the commissioner, the board 

34 shall make an adjustment to the assessment formula for 

35 reinsuring carriers that are approved health maintenance 
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I organizations ~hich 

2 300 et seq., to the 
are federally qualified under 42 U.S.C. § 

extent, 

3 placed on them that are not 

4 carriers. 

if any, 

imposed 

that restrictions are 

on other small employer 

5 (5) Premiums and benefits paid by a reinsuring carrier 

6 that are less than an amount determined by the board to 

7 justify the cost of collection shall not be considered for 

8 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 1n 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 its findings, including any recommendations for changes 

18 to the plan of operation, to the commissioner 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 fa:ls to file 

25 the report with the commiss1oner 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 t~e 

32 previous year from health benefit plans delivered or issued 

33 for delivery to small employers in this state by reinsuring 

34 carriers. 

35 (4) If assessme~ts in each of two consecutive calendar 
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1 years exceed by ten percent the amount specified in 
2 subparagraph (3), the commissioner may relieve carriers from 
3 any or all of the regulations of this chapter or take such 
4 other actions as the commissioner deems equitable and 

5 necessary to spread the risk of loss and assure portability of 
6 coverages and continuity of benefits so as to reduce 

7 assessments to ten percent or less of that amount specified in 
8 subparagraph (3). 

9 d. If 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 premiu~s. 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 board. The commissioner may defer all or part of the 
23 assessment of a reinsuring carrier if the commissioner 

24 de:ermines that the payment of the assessment would place the 

25 reinsuring carrier in a financ~ally impaired condition. If 
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. 
34 ~2. The partiCipation in the program as reinsuring 

35 carriers, the establishment of rates, forms, or procedures, cr 
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I any other joint or collective action required by this chapter 

2 shall not be the basis of any legal action, criminal or civil 

3 liability, or penalty against the program or any of its 

4 reinsuring carriers either jointly or separately. 

5 13. The board, as part of the plan of operation, shall 

6 develop standards setting forth the manner and levels of 

7 compensation to be paid to producers for the sale of basic and 

8 standard health benefit plans. In establishing such 

9 standards, the board shall take into consideration all of the 
10 following: 

11 
12 

13 

14 

15 

16 

17 

a. The 

b. The 

c. The 

d. The 

employer. 

e. The 

industry. 

need to assure the broad availability of coverages. 

objectives of the program. 

time and effort expended in placing the coverage. 

need to provide ongoing service to the small 

levels of compensation currently used in the 

18 f. The overall costs of coverage to small employers 

19 selecting these plans. 

20 14. The program is exempt f:om any and all state or local 

21 taxes. 

22 Sec. 15. NEW SECTIO~. 5l3B.7E PERIODIC ~ARKET 

23 EVALUATION. 

24 The board shall study and report at least every three years 

25 to the co~~issioner on the effectiveness of this chapter. The 

26 report shall analyze the effectiveness of the chapter In 

27 promoting rate stability, product availability, and coverage 

28 affordability. The report may contain recommendations for 

29 actions to improve the overall effectiveness, efficiency, and 

30 fairness of the small group health insurance marketplace. The 

31 report shall address whether carriers and producers are fairly 

32 and act:vely marketing or issuing health benefit plans to 

33 sma~l employers in fulfillment of the p~rposes of this 

34 chapter. The report may contain recomnendations for marke: 

35 conduct or other regulatory standa~ds or action. 
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1 EXPLANATION 

2 This bill establishes certain requirements related to the 

3 rating practices of small employer health insurance carriers. 

4 Rules are established regarding renewability of coverage and 

5 the use of preexisting condition exclusions and to facilitate 

6 spreading the risk of loss of guaranteed access among 

7 participating carriers. 

8 

9 

10 

11 

12 

13 

14 

IS 
16 e 17 
18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

ttl 34 

35 
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HOUSE PILE 2370 

AN ACt 

REtATIKG TO UEALTH INSURA1:Ct: AVAILARIUT'i to EJ.IPLO'iEES OF' 

SMALL t:MPLO'z'f.RS AND PROVIDING tOR CtR~.'AIN "SSR<;SMe:~rS. 

BE IT ENACTED 8Y THE GEHfo;H:AJ, ASSfMBL't Qt' THE STATE or !O~'A: 

Section 1. Section ~11B.2, Code Supple~ent 1991, 1S 

ar.'lC!nd(~d by addlnq the followlnq npw 5ub<;ect,lon5: 

!!.1::.~~_~!!..B~)f:Cl'IO:l. lA. "BasIc health beneflt plan" meC\lls it 

plan ~hich l5 offered pursuant to section 513B.71::. 

~I~ SU13SI:,f.!...!ON. 7A. "Eli'~pblp t'lI'ployee medllS an employE'p. 

who .... orks on a f'ull-t ime basts and hdS a 1)0!'"::'Ial work week of 

thirty or ~ore hours. The tcr~ lnclud.s a sole proprlPtor, d 

pdctncr at a partnp(shlp. and dn indC!pendt~nt contractor. it 

thE' sole proprietor. part.ope, or Independent cont.ractor IS 

lncluded ri~ .In employee under a health beneflt plan of a ~;rTlall 

,- -
1I00JS(> rile B}O, p. 2 

employer I but does not Include an employee .... no works on d 

part-tine, temparary. or substitute baSIS. 

!'I~w S()BSE~.!!..Q:t. 9A. "telt*' enrollee" mean~;. an ellqlblp 

employee or dependeot .... ho requests (>nrollrr.ent In a healt.h 

benefit plan of d smdll employer follmonq the Inlt tell 

enrollmpnt pprlod for which such indlvldudl l~ ~ntitlpd to 

enroll under the terms of the health bene{lt plan. provldrd 

the lOLtidl enrollment perlcd is a period of at Ipdst thLrty 

days. An el igihle employee or dependent shall not be 

consLdered d ldte enrollel" If any at thl" follo .... inq dPply: 

a. The lndlvLdllal neets .lll of the follo .... lllq: 

(I) 'l'~ll" Individual was covered under qU.llifylnq prevIous 

COVl"~-'';~ at the tine of the lnlt.HlIl enrollrrent. 

(2) 7hl" IndiVidual lost coverage under qUdlltyin9 previous 

coverdge as a result of terminat ioo of the individual's 

e~ployment or ~liqlbl1ity. thp lnvolunlary termination of the 

qualifying previous coverage, death of the individual's 

spous~, or the indlvldudl' s dIvorce. 

(3) The Individual requests enrollment 'oHthin thirty days 

after termloatlon of the qualifYlng prevIous coverdqe. 

h. The indivldllill IS e~ployed by an employer thM offers 

multlpl~ h~alth beoeflt plans and the indlvldudl elects d 

different plan durillq elO open E'nrollment perll')d. 

c. A (;~un hdS ordered thdt cover<tqe be provldea for cl 

spouse or mlnor Qr dependtlnt child \lnder dI cQvl"rpd "rr.ploy.!c'S 

health hE'ncflt pldn and the requ(~st (or enroll~ent is rrade 

Within thlrty days dttel ISSUdn~~ oC the court order. 

~y."". <;_~JDSEC'I'I()N. IDA. "QudlifYlrlg prpVlo1l3 covpr.lqe" ,lnd 

"qualdYlnq el':l:Hlnq COVl"rdqe" IT".e.m benefl.ts or co ... ~r,lqp 

pr()vld~d undrr dny of thr follOWing: 

a. M~dlCdld pur~Udnt to Tltle XIX ot thp S~clal Spcurlty 

Act. rt'ed)('.lrr ~lliC~\l,ll\t 1"0 Tlt.lp. XvIII of" t.h(> Soclal S('curlty 

A<.-t. or coverelqe PlJfsu.lnt to the pE'l·son·s serV1C~~ d~ a ;TIcmber 

of d bran~h of the ar~~d torces ot the United States. 

r 
"T1 
I\) 
to> 
"'I o 
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b. Ar1 E'mp~oye(-b.-lsed healtn l:1'll!ldnC"'P or :'I€'alth b('r,ef,t 

arti!llnqemen~ nldt orovidt.'a berleflts :nruL..r to or eXCE'edlnq 

benefits provl,!ed under a b""alr he<l.lth benE'fi~ pL,w. 

c. An InCl"Jld\ldl hpaith lnSlHdnc~ pOJICY or contrdcl 

Issupd by a carrIer whlrh provides benptlts Similar to or 

excefdlnq thp benefits provldpd und~r the basic hpallh benefit 

plan, provlde-d ~r.e p::>llcy or contract hdS be"''' In eftect' t:H d 

perlcd of at leabt 

Nl:;'''~~!J'§'~0'.I.C!!! . 

onp year. 

14. "Standdrd health be~efll plan" ~Cdns 

a plan which 13 offpred pursuant to !>ectlon ~138.7~. 

Sec. 2. Sectlon SI3a.}, Code Supple:nent lQ91, IS amended 

by !>triklnq the section and IOSE'rt Ing In lieu tr.er~of th~ 

following: 

5138.3 APPUCABIUTY AND SCOPE. 

ThL~ chapte! applle~ to a health benefit plan prOViding 

covecaqp to the employpl!~ of d smdll employer In thlS st4te If 

clny of the follo·.nng apply: 

1. Any port Ion of the ptenium or benef its IS paid by or on 

b('h,llf of lhp srrall enployer. 

2. An pllglble employee or dependerlt IS reullbursed 1n any 

rannt~r hI' or on beh~llf of' tile small f'mploy(!r for any port Ion 

of the pre~lum or benefits. 

3. The hUdlth heneflt pldn IS tredted by the employer or 

any of the cllqlbl~ t~mployeP'5 or do:>pend('nt"'> a~ part of d pldn 

or progrd:""l for the purposes of 'lee! ion lOb, 12S, or 162 of t.h(! 

Intprnal Rc\'enup Code as dcftned In section .;22.1. 

4. a. Except <l.S prOVided in paragraph "b", for purpo9cs 

of thiS chapter, carriers that are ~tfillated corpanlP~ or 

that arc eligible to tllp a conholldat.ed tax rpturn shall be 

treated d~ onp. carrier and any restrictions or limitations 

unposed hy thiS <.h<tpte: shall apply as If elll h(~alth bencfit 

plans del iverp.d or l!ostlf'd for del i'J(!cy to 'l:n""ll eroployers in 

thiS state by such carriers. ~erc issued by one calrler. 

b. An atfillatpd carrler ~hlch lG a health m<tlnteodOCf' 

orqdnization ~o5sec;.slnq <I. cprtliicate of authOrity l!»sued 

... ) 

Hou~~ flIt' 23~O, P 

pursuant to chdptpr ..,146 <;hall bC! ,--ollsl,d~n~o 1.0 bt~ <l sCpiUalE' 

rarrler for the purp:l~t~s o~ t.hls chapter. 

r:. Unless otherWise duth(.r1zpd by rhe .:-:)rrmlsslcroer. d 

smdll pmployer carrie!' snaIl r:ot ente-r Into or,e or morC! coding 

acranqpments With respect to 

Issued for dellv~ry to small 

arranqPIf.ent'l ... ould res(;:lt In 

InSUrdnce obligation or (Isk 

health benpflt pldns delivered or 

employt>rs In thiS stat£> " t.h,. 

less than fltty percent of tile 

for ~uch nedlth benptlt pldns 

beloq retdlncd hy the ceding car~er. 

Sec. }. Sectlon Slll3.4, nubs<'ct Ion 1, paraqrdph c. 

aubparaqraph (1). Code SupplC!ment. lQ91, IS dmcnde-d to read as 

follo .... s 
{I) Thc pprccnt<l.qe ch,lOge in tile ne .... b\I~lnt~s:; prp.nlum rdte 

mpaslired from t.he tlrc;t d41Y of the prior rdt'lng ~eciod ~o the 

flrst ddy ot the ne~ rating perlod. In the cas~ ot a claas o( 

l)uslness for which the srrall p",ployer carner IS not 15sulng 

new policies, the sm,111 employer carrier ghall usp the 

pprcent.aqe- change In the b4sr pre:TIlum rat.e.!....1:?.roV1d .• ~. !'hi!~~.he 

change . d,?e~ . ..!lQ.!...~x~~ed!_ ,?n_~.e r cen.! .. <Iqe bd~.1 ~.: t !l.!!....s!l<1~':E... .. !.sl 
~he .. ~e'~ .. blls.ln<:~S p!.~\!J'!I rat.e: tQ~~h~ mo:~t. .. ~Ir:n1 ~~~.~e~.!..!..!! 
t?~~~~ .. I. ~ .. ~ .. ~ nto .. wh I £I~. t hP .. ~m<!!.!...~:np~oye r ... ~:d ~ r ~ .~£... 15 . .!!!:...t.1 ve ~1. 
~~.rolllIl9_.t:le:w ~.~8ur~~5 ~!t.£....~r~ s~~.l~ .. enpl?j'~rs. 

Sec. 4. Section 51)B.4, subsectloo I, paraqrJ.ph d, Code 

Supplement 1991, IS amenlied t'o rCdd <15 tollow'l: 

d. In the case ot h~alth benetl! pldns lssupd pl'lor tr) 

July 1, lQ91, a prpmlum rate for a raunq period may exceed 

the ranges descrlhed In subsection 1, Pdraqcdph "a" or "b" of 

tl\t9-~f!'Ct:i"O"', for a p~Clod of five ~.£.~ ye<Hs follo·.Hng JlIly 

1. i99i !~~.~. In such case, the perc~otdge lncr~ase In thp. 

premium rate chelrqed to d srrall e:nployer in such a cldss ot 

busln~ss for a ne .... rdtloq period may not excf'ed the ~~um of the 

tollo ... inq: 

(1) 'i'he- percent.age ch4nqe In lne new buslneo:.s premium !il~e 

rT'edsured trcm thp first ddY of the- prIor rating ~erlod to the 

first d,ll of the ne ... rat Ing period. In the case of ~ clas'l ot 



, 
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busln(lss tor which t.he sr.-dl! err..ployer CJ:rrl~r IS not ISlOlllnq 

new p:>llcles, the sMall etnploy .. r carrlt~r shdll use- the 

perc(?nt.aq" changp In the bdse prerr,ium rdte.!..._prC?:,~~!d thaL.!.he 

c::!,_a..!!S.~ __ E.?~~_ ,not ~~~~~~.L .. 2"!!_.!!_J:':crcentd'3~_bJ:52-S, ~he c~dng~. ~n 

P.~~ ~~I:'_ !)~~Slnes?_.e.!£.:~~~~. __ rat.e ~<?[._t;~e rno'!-t :?1_l!Il1a~ hP.<'U_~ 

tJ_~!~!~_plan. ~~~? ~~_I~~~he sru.al~E..!.C]..L'!!. cacr!~r !..!...dC.!.~£..!..:i 

enrolling. !.'_~~_.!.l\su_I_~ds who arc .~.~;:'Ill employers. 

(2) Any adJustment due to chanqe In coverage or chdnqp In 
th~ Cd~e chardcteristlcs of the srrall e~ployp[ as determln~d 

from thp sm,]ll pr;lploYPI' cattier's rdte n:anual for the CidSS of 

bUSiness. 

Sec. S, Srctloll51]9.:1, 

Supple~B~~ 1991. 1~ ampnded 

subsection 1, Pdl'aqrapn e. Cede 

bi striklnq th~ paragraph and 

in5~rtlnq In ll~u th~r~of the following: 

~. Any ad)ustmont 1n rdtes for cldims experLence. health 

status. and duration of covpcaqe shall not be charqed to 

indlvldual empl()ye('>5 or l.)(~pendpntl). Any such adjustment sh.dl 

be appl'ed. uniformly to the ratC's charqed for all err,ployees 

dnd deppndents of the gr,:.:l.ll e:nployer. 

SC'c. b. Sect10n SI3B.4. subsect.ion 2, Cc.d(! Sllpplel"ent 

1991, is dmendt~d by ddding tll~ (ollowlng ne",' unnumber(!d 

p,Hclqr,lph,> : 

NeW mltJ()I-'.B~_R_:;p PAI~!,:..(jRA~~. for plJrpos • .'s ot this S\lh~.;>ctl()n, 

CdDe chdrd~tC'rl~tlcs ~cly lnclud~ lndustry CldSl)lflcdtlon. 

providpd that the hlqhest rdt~ fdctor d~sociatpd With Any 

Industry ciasSlf1catlon ~hdll not o?xcepd the 10~C'st rdt,p 

fActor assfJClclted "'Ith dny Indu5tl'Y classtllCdtlon by mor(> 

than flft,pen percent. Ho~ever, rAS~ characteristics other 

than <1qe, industry cla·~:!>lflcdtlon. qpoql'ap;,iG Ared, ~'Imlly 

compo~ltion. dn,) qroup "II!'~ Sh'lil. not bl~ used by a srdll 

~mployer carrier Without th~ prior dpproval of toe 

corntnlS:'loner. (;~Jlder may be 'Js('d by .l ~",al.l ~mploy.;>r (',HII.;>r 

d~ <l rAse ch<lIdcte'l~t'lc pro'Jld('d th(~ InSl\r"flCt~ dlvl'>lon hdS 

conduct~d an lndp~pnde't act~drlal &tudy thdt determ.~cd the 

use of gf'r.dp; :,0 bp ,1rt \Jar 1<:11 Iy )IJ5t It IPd and. t(lcu'fo:"" An 

• -
Hou~c Fllr 2110, p. & 

alloweo1 ca!l.(> chdract(>(1stIC. Tne st.udy shall be b<lsf!d upon 

Iowa dAtd to the (>xtent the ddtA 1S statlst1cillly ~~lld o· 

actlldrially 'lOllnd. The COIT',mlSSloner rilY ASc:..;>~c;. the cost of 

the stlld1 to health Insurdncp carrlPrc;. admitted to lh~s ~tdtp 

purSudnt to the prccedllrec;. P.SI"lbllshed for the a~S(~5m;'l(.'nt ot 

reps dnd charges clg~ln~t cprtAln insurers under s~ctlon 

Srl7D.4 The corrunis~lont~r, up?n rN.Plp' of the tlndlnqs of t.ho? 

study, shall Adopt rllles p(()hlblt inq or pern1tllnq th(> llse ot 

g~nd~r as an dllm,'cd case d1arc:H:t(>fi~tlc dC:. riet,e:mlncd by the 

stl.ldy. 

~'r::W.y_~U/'1~~~~:l) PARAC}.H.APH. Rdtlnq LH;tors '.>hdll p(oduct~ 

prclT'.lul'IS for Iden!,IGal groups which ,Jltfer onli' l.Jy Amounts 

attrlbut~blC' to pldn dpsign and do not reflpct dlft~rencps dup 

to the nature of t.he groups dSS\Jmed to select pdrtlc\llar 

h~alth bcncflt plans. A small employer carrier shall trpat 

all health benefit plans Lssued or renewed an the same 

cdlcndar month as hAvinq the same rat.1nq period. 

Sec. 7. Section Slln • .a, Cod~ Sopplenent 1991, IS anendeti 

by addinCJ the followln9 new subsect 10n: 

~~~ __ S_~~.~_~~~~.!.C?~. 2A. fo r ptll' pOS.,5 of t h 1 S sect ion I ,1 

health benef1t plan thilt ut 11~~e9 a r~strlcted provider 

network. shall not be conlildt~r~t3 '}lmilar c()v,,-'raCJ~ to A healttl 

bC'nef'it plAn tr.at doo?'l not utilize Stich a nC't. .... ork. provldp'd 

that. utllizat.lon of the rpst.rictC'd plovl(\(>r npt-.'ork results In 

~ubstantidl dlff~:(>nces In claims co~ts. 

Sec. a. Spcti(J1l ~)13R.5, "~ubsectlon 1. Co:!.p ~OJppl(>mcnt 

l!)Ql, I~ am~nd~d hy adainq the followin9 n(~w pdrAqcc:lph'l: 

N~\-" PA.~{'.GR~fl!. I,. Ht!P(~dt • .'d .. ni~\I~e of A pro'J1dpr Il~'t ... ork 

prOVI'iIOIl. 

~~:;~~~!~GHAP~. q. The comnl!>SlOnf.>r flnd~ that the 

coritlnudtlon of the cover,lqe II) not In the best Interp'll''l of 

t~e poll~yho}dpr~ or certifIcate holde:s, or ~o\Jld Impair the 

carr1er's dbd.ty to ITI(H!t It'l contrActu.,1 obl~tjdt1C)ns. I~ 

~c~re~r""dl occurs d'l a rp~lllt nt t_ndlnqs pursuant ~o tlll~ 

pardqrapn. tht? commiSSIoner shall .ISS1st ,\fJ'ect('d !.>ncl11 

pmploy~r<; In t Indlrl<"} repl,\cPI"".f-nt' coVerdC;p 
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Se~. 9. Se~tlon ~l)B.~, ~ubspctlon 2, unnumhp[,:d Pdrdq:.p~ 

1. Cerie Suppl'i?:TIE!nt lqf)). 15 illt'.p.ndpr] t.o redd as followc;: 

A small pmployi'e carrlE"C JTI~y cea<;p. !,o r(>ne ... · al \ ptans ,JiH"er 

<l cl"s~.; of bJ!)lnesS, or dl\ CldS5CC; of hll">lne')s In a de!:'lned 

gecqcaphlc re:jlon It. the cartier is d h(>dlt:n mdlnteo.lnc(· 

orq.ln12<ltlOn. 1'he sn.dl (>mployer cartier shall provldt· notlcP 

dt IE"dSt rt,.l\et"y ~!,,~hu!!?e.~~ ~_~_9hty ddy<; prior t.o terrr.lna:iof) 

of COV(!(dqP [0 all atfectPd hpdlth benf'flt plans and to the 

con-:"Ii':l'iionee 1n eacn statp 1n wh1Ch an aftect ed In!lUrCI, 

Indl.J1d'.Jill IS known to re\'>ltJp. A ')m,lll elT'ployer CdrrlE'1 ... tHch 

exetClsec;. lt~ I iqht lo ce,l~e t',o renew 'lll plans ln a cl"ss ot 

bU.lness shall n:)t do elthpc or both of the followinq: 

Sec. !", Sect'lon SllH.6. subsect.lon 1, Code Supplpment 

H'Jl, il;. arended by strllo;lnq t)H' subsertlon clnd lnsert.lrlq In 

lieu thereof th~ following; 

3. The provISions r~l.tt:lnq to <lny pr(>exi\'>tirlq conditlon 

pro"'151~11. 

Sec. '1. NEW ... S~CT I.O!'J . 51JI307.\ ,WAIL, ... BILl1''f Of COVERAGE. 

1. a. A ')mall enployer CdCrlE'!. as d cOn,j1tlon o( 

tran~.~tlnq bUSln!?~S in thIS statE' With srall employ~ts. shall 

,\ctlvely offp: to small employees ,\t. led<;t two health b"nefit 

plans. On~ hl!dlth benl'!tlt plan oftered by e>ach snall E!rnployer 

cdcciee t.h"ll be <I b,\')IC he.:llth benefit plan and one pldn 

Shdll be d ~tdnd~rd hedlth b~nefit pldO. 

b. (1) A sm,lll pmplol'Pc CdCIlee <".hall 1!>'iIiP. d baSIC" 

health bpnptlt pldn or d ~tdndard hedl~h bcnetit pldn to an 

f'llqlble 3:T1dll '!:TIployer t.hat <loplle~ tor elthpe pldn and 

agreps t.o :nak.e t.he reqUired prt~mlur. pdyment'S and to "Sil':IS(Y 

the other redsonrible provISion!> of tne hCdlth beneflt plan not 

InconSlstent with this chapt.~r. 

e2) A small enployer caerlee e!>tdbllshlnq more th':tll onp 

class of bU~ln~S'i shall mdlntaln and lSS~P t.o ellqible sna;l 

e::lploycrs at least one ba~lc he<l1t.h benefit pl.ln clnd at le.ls~, 

one st.anddJd hCcllth benefit pLiII In each cl""!ls of Ou!)ln .. sc; 

pgtdblished. A ')mall enployer carrlp.r r)3,· dPoly cPd50n.l"ol,~ 

I • 
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Cr\t~rla .n dclermln\nq ~hpt~PI to .cc~pt a SMAll f>rnployl:: 

pro~ldcd all of th~ tcllow1nq apply: 
(a) Th~ C(II(>rI4 art! ;"lot ln~ended to dl'lcour<\qp ()I' prp"'J(:r,t 

dcc~ptc:lncp. of smdll (>:n,91oycrs dPplyioq fo; ,1 bdSIC or 5t<:lr.d.Hd 

heal~h benefit plan. 
jbj 1'h~ coter.,J, cHt~ not n'lateri to t.he hhlllh stat-v; or 

clalos exper1ence cf the small employer. 
tel 1'he ctHen.! ,He app11ed conslste;")'ly t.O .lli smc:dl 

pmploYE'rs applying for coverilge In the cldls!'> of bu!)\nec;s. 

(d) The small E"l1'ployer carrier pcovu!('s for 'h~ dCCf'ptdnre 

of all pl~glblp. slt'c\ll f'mploYE'rs Into one oc moce cld:.se., ol 

bU5Inp<;s. 

Th~ r'~'":"'Jislnns of this 'Subpdtaqraph do not. ilpply t.::> ,\ cl.1SS 

ot bUSln('ss into WlllCh the $rt'dll e:"'lployer carne! i~ no ~onqer 

~nrolllnq ne~ lnsureds who dre ~mdll employers. 

(3) ror pur!>,-,s('s of till!> lp.t.t~rf!d piHagr"ph. ,l ~~rktll 

employer is ellq1ble if It e;nploYE'd dt ledst t.wO 01' :TIorp 

ellqtl~~f: eoployrocs ... ·It.hln till') st,lte on at If'ast fifty pt:rcent 

of Its ddyS of operatlon durlnq t:nt~ pCeCt~dlnq c,\lpndcu 

qU.HtIH. The provuHons ot thlC; l(>ttercd pardqraph c;hdll be 

effect lve one hundred P.19'lty r]"ys aft PC the CO:IUIIl:.S101l(>r ':~ 

approval of the bdslc h.~alt:n bplteilt pldn an"" t.ht~ st..tntldr.j 

healtn benptlt pldn. 
a. A small employpc Cdcrl(>C ~hdll t11e with t.he 

comCIISSloncr. in a form ,lnd I",u\nt~r ple!>cllh(:d by thp 

comni.,sloneI. the bdSI< he"lth b'~npt1t plans i~nd tht.> 5t"nddrd 

hedlth benefit plans to b~ uspd hy the Cdcrler. A h~~lth 

benpflt plan flied pur~;'lldnt to tht<> patdqr"ph mdY be IJ<:.en by d 

smdll emploY(H (',HO!?I' l)(~Cjlllnlnq thlCty d<tys attPe It 1C; ~lled 

unle:;.s 'he (.or'Jnl:;!> I :)ner d 1'S,lppro'Je~ It'S u:>e. 

h. The (.rJCM'lS~~lon(:c "t any t Imp dEter pr(}vlfl1nq not" I(,(~ ",nd 

oppor tun I t y foe hed r 1 nq may <11 :oap?fCVe t" he cant I nu(.'O uc;e of <1 

baS1C or lOot.anrlacd health ben~fit pIdn by a sJI'Idll I'!rrployer 

CaerlP! on the qro1lnds thdt th~ plan does not mel'!t the 

rcquirl'!men~s (It thlS chapt.!. 
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J. A hE"<llt.h benE-fIt plan prollldln<'J coveraqc t.)( !mall 

employers ~hall sall~fy all of the {ollovlnq; 

a. The plan shall not d~ny. exclude, or liMIt ben~flt5 for 

a covered lndivldual for losses Incurred more than t' •• elvp. 

months following the ~ftectlvp date of the lndl"ldual's 

covprdqp due to" pree:ostlnq conditlon. A hpalt.h heneflt 

plan .,hall not. dcflne d pccexu;tlnq condItion rroce 

[e~tc1ctlvely thdn the (allOWing: 

(1) A condit:ion that would Cdll'U! an ordInarily prudent 

person to seck medical advlcP, dldqnosls. care. or treat~~nt 

durlnq lhp !11X months lmmediat~ly prpceding the effectH'e ddte 

of coverage. 
(2) A condlt,ion tor whIch rnedlcal ,1dvlCP, .. .h,lqno:::.is, carc. 

or t:ccat[TIcnt was recommpndcd or recIHved during the 51>: fIIont.hs 

11'M'_edlatply pro.:-CE'dlnq t.he eff'pctlve dat·p ot covecc.I'Je 

(1) A preqn~lncy eXI<;.t.inQ on the t!ffective ddte of 

CO·J(>raqe. 

h. Thp plan shall waive <iny t l:ne p~rtod dpphcable to cl 

prpexl~tlnq condition ~XclUslon or llmitdtion perIod with 

respect. to Pdctlcular ~prYI~PS for the period of tl~e an 

lndlYldual was prp'vlOll~ly covered by qUdlitylng prevlolls 

covpraqe thdt prOVided ben(~fltb Wlttl re~pect to such servLce. 

prOVided t.hdt. lhl~ qUdllfylnq previou,> coverage- .. ·as contlnUOU!:i 

to a dd~e not leS5 th~n thirty ddY'> prior to the eff~ctlv~ 

date of the new covt>rdqe ThiS p,ll·dqr<lflh dce5 not. preclude 

appllcdtion of an,' .... aHH~g pr.nod dpplicdble t.o "til n('· ... 

enrollp.ps und~r the health benl~fit plan. 

c. Thp plan ~dy pxclude cov~caqp for lat.e enroll~rs fo· 

the qredter o( elqJlte~n month~ or <tn PlqtHe€'n-month 

preexist lng condit ion penod. ~rovldr.J t.hilt. If both d ::eCl:>d 

of exclUSion fron c:ovel.\qe and a fHo?e7:llot.nq condItion 

exclus,on acp applicable to a late cnrollE-e. the corblnpd 

perLod Shdll not exce~d elqhteen mont.hs fl"em the dat .... th(> 

lndtVldudl (>I\tolls toc 1.0VC!dqC under the he.Jlth ben(>~1t pldn. 

:. " 
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d. (II r.x("'P.pt as provlded In subparagraph (11. 

requlrempnts used lil' a small employer carrier In dC't(>rrnrung 

.... hethel· to pCOVI(\P covPc<l.gt' t.o a .,mall p.1~,plf)ypr. Including 

requlcpmC'nts tor minimum pdcticlpdtlon of ellqlble pmplcy~ps 

dnd ~lnl~un pnployer contrlbutlons, shall bp. appllPd unlfoc:nly 

among dll ~mAll e~ployer<;. ~Ith the Sd(lle no~b(>r of ellqlbl~ 

emploYE-es .upplYlnq for cov~ri:lqc at l"£lCe1vlllg coverage frm' ttlt~ 

small err.ploy('r carrier. 

(2) A small employer carrlPI" may vdry appllc,lt Ion of 

:nlnlmUfII Pcll"tlclpatlon c(!qul(emt~nt .. and ~ll\imum I~rnploypr 

contribution r~qlJlre~ent-; only by the Slze of th(> small 

pmplo'ter qroup. 

(J) l"''''cept dS provloe.' ln ttn" 5ulipelrelqr,lph. a sr.Mll 

t~mployp.r Cdrrler shall not conSider employees or depI!nd~~nt"<;. 

who h4V~ qu~llfyinq o?XlStl1l9 cov~r.qp 1n detE'rminlng whethpr 

the appl icable pprcentdqe of pdrt iClPdt lon lS mct undpr the 

appliC"ahl(~ mlnimum part icipatlon requlter_p.nts. Ho,.,pvet, With 

respect t~ a ~imall employer with ten 01 fc ... ·er ellglblc 

e~ployees, d smelll Prtlploycr C04rrlcr mdy con!.>idpr cnploypE-'; or 

dependents who have coverdqe under another health benpflt pldn 

sponsored by the small emplaYE-r when dPplyi~g ffiinlmu~ 

p.artlcipd.tlon [P.qult'!If\p.nts. 

(4) A .,nall employer carrlcr shall not Incr~3~e any 

rpq\litcrn ... r,t. t.or nlnl;TI\lm employee p.artlclpdtlon at any 

r~qulcement fOl r·\n\:n\rm ~:nploy'!r cont I·lbutlon dpplICc.lbl(> to d 

:>mall ~mploye~ at ,t;lY t"lrt'~ .after thp ~m~11 p:TIploj'pr hdS hE-(>n 

dcc(~pted for cov,'rdqt~. For any pl.an lc,"u~~d pr lor to Juli· 1. 

l'P}2. II carrier n,lY, upt)n appcoval of th .. CCrntr·I~').lonpc. 

lr;ccease d minimum employfr(~ part~clPdtlon ceq\llrpment or a 

nlnl:TIUn pmployer contrlbutlon lp.q'Jltement conc;lstent ' • .nth 

chapt.PI .,Oq. 

", (1) If d smdll enployer Cdrrler oftprs coveraqp to a 

.,mdll ~tf,plf)ypc, the s:"ndl! emplnyc! Catrler shall offer 

COVE-r~lqe to ,til '-'ll<llbl~ ,~nployt::PS of t.he s:TIdll employer ,lnd 

the '-'np~(),. .. e:.;' d(·pt"l\dpnt~'. A 'lrndl;' efllplcY~I· ('cl:rIPC ~h<lll not. 

:z: 
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~tfer cov~raqp to only certaln lndlvldudls In d s~dll pmployer 

group or to only pact Qf thO!' qrcup, ~xcPpt as pt:'tlntted "'lth 

regard to Idte entolleps. 

(2) A ~~all ~mployer carr)er Shdll not m~dlfy d bdS1C or 

standard )ledlt.h beneflt plan '.nth reSpf~ct to d c;mall employe! 

or any ellglbl~ ~~ployee or dppendent through clders, 

e~dCl(Se~ent~. Clr other rpans, to re&trlct or exclude coveraq~ 

for cectaln chseases or ~edlcal condltlons other· ... lse covered 

oy top hpdlth beneflt plan. 

~. d. A s:"ldll employer carner shall not. be requl(~d to 

ofter COV(~(J.qE' or aGcept Clppllcdtions pursuant to thlS section 

wtH~re an.,. of the followi.ng apply: 

(1) 7-,- d slI'Iall ernploy~~r. wherp t.h~ sm.lll enployer 15 not 

physically lecated In the carner's estdblished geographic 

service arf',l. 

C 2) To an pmployef', when the cMployee does not .... ork. 01 

re~lde ~lthln the cdrr1er's establlshed geogrdphic service 

ared. 

(3) W1thin an drea whpee thc smdll pmployer carrier 

reason.tbly antH,\pates and de:nonstrdt.(!S t.o the satisfdction of 

thc COlTlflllSSIOner that 1t .... 111 not hdVt~ the capdclty wlthln the 

c~rripr's estdbll~hed g~oqraphic service area to dellvel 

service ddcqudtely t.o the me:TIbf!rs of such qrcups b(!CdUSP. of 

thp cd,,'ier's obligations to e~lstlng group pol1cyholders and 

enrol1(!~s, 

b. A smdll erployer carrlcr not req~ILCed t.o offE'r cov~raqe 

or accept appllcations plirSudnt to P,}(dqCdptl "a", sllbpardqrdph 

(I), shall not offer coverdqe In the dppllcable ~rea to ne .... 

employpr groups with more than t·~·ent.y-f.ive ellglble er,ployeps 

or to any sm<Jll employcr qrollps untll ~he L:tter of one hundred 

elqhty days follow1nq such refusal or the dilte QIl .... h1Ch thr­

carrll:r notlfle'.> the COlIII'IlSSlOner thdt lt has req.Hocd 

capaclty to deliver services to srall employer groups. 

5. A small employer carri,~r shall not be rcqulred to otf~r 

c')Vf.>raqf> t.o ~cnClll e:nployecs purs\lant to subsec~ Ion 1 foc dni 

e 

Housf;' '·lle 2]10, p. 17 

t:erlod ot tlrre .• r.f're t.he COmt:'lISSlO"")(!C d~·t ... rr.,lnps that the 

aC'c~ptdnce ot the ofters by small enplo,'ers .in accordance "'l~h 

subsect lon 1 ... ·ould place the srall employer CdCC lee in a 

tlnanciaily 

Sec, 12. 

lmpd 1 r ~·d cond I t ion. 

~EI'I' SE:C~!9~. OJ 1 jR. 'lB ~OTl cc.: OF HrrENT TO 

OPERATE: AS A RISK-ASSUMING CARRIER Q~ ~LINS1jRING CA~RIF.FI.. 

1, <l. A ~1T'.dll e:nployer Carrl(~r .H1thorlzcd to trdnsdct th" 

husiness of 1nsurilnce In thlS state ~hall notlfy thp 

com:lHsslonec a~ the tlr.e ot J.utllf)[IZdlion of th(! Cd~llt'r's 

lntpntion to opprdte as a clsk.-a~sumlnq Cdrrl(!r nr d 

r~lnsUrln9 carner. A qCndll employer carCl~r sl'eklnq t.o 

opt~r&te dS d r lsk-ds<;.ur,l ng cal Clpr shall mdke an <Ippll(,d.~ Ion 

purslldnt "0 st><.t1on 51)3. le. 
b, The notlflCdtlon of the CO~~ISSl(lner concernlng tnp 

carrlcr's lntentlon pursuant to Pdraqraph "d" 1S blndlnq for a 

(lve-year perlod frc:n the date notlflcatlon lS q1ven, ~xc~pt 

thdt the 1nltldl notification given by carrirr9 after the 

~tfectlve dat:e of thiS Act 15 blndlng toc a tWO-i'edr pprlod. 

The cO/TUnissioner may permit a carncr to rrodif'y the carClpr's 

decic;loll at allY tlmp for good cause. 

c. ~he cOr,Jlli~Slon~r c;hall establ ish an dPp11C'dt lon procpg" 

for small cmplo)'Pc Cdrr lers seek.ing to chanqe tllelr st.lt.us 

pursuant to thi~ sUb~ectlon. 

2. J.. .elilsurlnq Cdrrler that ,Jpplics clnd .s approved to 

operatc as a ri~k-a:;,su(lllng CdUlpr shall not be permltt.ed to) 

cont.inue to rPlnsure any hcalth bpneflt pldn With t,he proqran. 

The carripr ~hall pay a proratt?d <.lSSt~ssment based upon 

bU51nec;s Isslwd as a cP1n5IJrlnq carrler for <tny portlon of the 

yCdr that the buslne",s .... as CE'lnS'Ju:d, 

Sec. 13. ~~_ Sr.~TIO~. ~,l ,1B, 'Fe Al-'1){.ICATION TO UECO!<tf: A 

RISK-ASSUM[NG CA~RIf:R. 

1. A srld!} f>mploycr calC1er IT'..ty <\pply to hecomt' a rt~: .. -

assumlng cartl~r by flllnq dn .tppllc<\tlon .... lth tt~e 

CO~,!1li"SlOn~r In.j torI") and mdnner pre~crlb('d by t:h~ 

("'orr,mi~sl()ner , 
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2. In p.valuat Lng an dppllC,H Ion ~<1dc puro;u4nt 1'0 tr.lc; 

sect Ion. thc c:JPUI1i<;'sloner shall consider the follc·.nnq 

tact.ors: 

a. Thp carrler's financial cond1tion. 

b. The c,Hner's hlstO!y of rat1ng and undprwrltinq smdll 

I~rnployp! groups. 

c. The Cdrrler'S co:nrnit:nent to market f4lrly to .all slI'dll 

pmplovets 10 the stale o~ the cdrrier's establi<;.h~d qeoqrdphlc 

:.ervlcP ared. as dppllcablp. 

d. The carrier's experlencp with manaqlnq the rls~ of 

SINlll employer qroups. 

3. Th(> CO:-:lllllSSIOner Shdll provld~~ publlC noncE' ot an 

dppllcatlon by a sm.:l.ll employer carrler to be d flsk-assuminq 

carrier dod shall provide at lpa~l a sixty-ddY perlod for 

public comment prior to ma;'lnq d deciSion on thp applicdtlon. 

If I'hp Olppllcdtlon IS not acted upon within nineti' days of the 

recPlpt of the application by t,he corn.n1l5Sloner. the carrier 

~ay request a hearing. 

4. The COr:'JI'IISS10Mr rndY resCind thp approval ~rdnted to cl 

risk-assuming carrlcr under this section if the cornml~<;'loner 

f Ind'J ally ot tht~ {allowing: 

d. The carner's finilnclal condltlon .... 111 no lonqer 

supp0rt the dSSllmptl0n of (15k frcm issuir.q coveraqe to srt'all 

er,ploYE'rs 1n compliance · ... Ith sect.lon 'll]B.7A without the 

protection provided by tne progrc\m. 

b. Thl!' c,urlpr has (""iled to mark.et f.Htly to all srndll 

cnployprs in the st.ate or thp carrler' 5 cst,lbll5hpd qcogr,lphlC 

service drea, dS dPpl~cdblp. 

c. Th.~ c,Hrler hda [dlled to provlde covpraqe to eluJlble 

small employers dO; reql.olCed under sectlon SlJ8.lA. 

c:.. A small t~rt'ploypr ,-dtrler electl(lq to be a ClS"-aSSullllnq 

carller shall not. he sub)cct to th~ PI()VI510ns of' sectlon 

:-,1 JB. JD. 

SPC. l~. ~f;~._~~·C.!.!-.~~. <; 1 JB . .,O SMld.L EMi'LOY.l:~R CARIU ER 

R.:INS'JRA1:Cl-: ilR',GRAP. 
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1. A nonpr..)tlt corpordtion l~ established to be :':ncwn as 

the Iowa small employer }lPcllth rE'lnsurance prcqrdJT1. 

2. A reLnsurlnq c~rripr IS subject to this ploqrdm. 

3. il. The proqram shall opprate subject 1'0 the 

sUpe(VUOlOn dnd control of d board. Subjcct to the provision') 

of pdrdqraph "b", the board s~all consist of nine ~cnber~ 

appointed bi' the COn'IITIISSlonl~r. ,lnd t.he CC~I/la:.!non~r or t.he 

cornsnls~ionpr's dE'slqoep., who shall sp.rvp as an ~~x of'flC10 

JT1pmbpr .and as chdltperson of t.he b("Hd. 

b. In apPOinting thf' mernb(>rs of the bOdrd. thl" 

COlM'lSSIOner shall Illclud(, reprc:.('ntdt IVPS of srnall enrloyer~. 

dnd :llnall employer Cdroers dnd surh oth,.r Indlvldu~lls a~~ 

dete~~he'~ to be qualified try the c0I'111<;.sioner At least t~ve 

of t.he ~embe(s of th(! board Shdll bE' represpnt,dtlv~S of 

reinsuring carr~prs and shall be ~plrcted from lndlvlJudlq 

nomlnated by small enployer Cdrrlers In thiS state purqUdnt t.o 

procedures and qUld~llnes provlded by rule of the 

cO:l'lf""".si..or.er. 

c. The Initlal board members Shdll be appollllCO a<;. 

(011010'5 : 

411 Three mell'.bers shall be apPolnt',cd for a telm of two 

y~ars. 

(2, Three menbers shall be dppoloted for a term 01 four 

yedt'). 

(]' 'I-tl!IH~ rt'1:.'11brr!> shall be appolntpd for a term of six 

ye.ars. 
d. Subsequpnl ncnberg shall be appointed tor terrllS oC 

lhrep yedrs. A board ~pmber's tel~ shall continue until lhp 

71embl.'C"s succ.:essor ic; <.IpPolnted. 

e. A vaC.incy In the board shidl be filled hy the 

COI","·II<;'~Honl·r f:J( t.he cemillnder at thp re!m. ,\ ::le~ber oc thf' 

boatd mdY b(' rl.'rio\!ed by the COII',mlSslonCt [:or cau!>t? 

4. 7he bOdrd, wlt.hln one hllndr~d el9hly days aftpr t.he 

In~tlal appolntmpnt~, shall 5ubm~t a pl~n of oOf'rdllOn to thp 

(,<':MILS51(,nCr. T)l(> (:O~.55ionf'r, ,1ft>?! not U:C dnd bC,H inq, :ndi 

:t 
"11 
t-) 
Co> ...., 
o 
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appcC'\'e toe pL,w c-f 0P'~Cdtlon It the CCtnJrlaS1onE'r dpt'erlll.n(><; 

th",t the pldn l5 :J',ntable t'o dSSIICP thp' idlc. lE'dsondble. and 

cq~lta~lE' ad~lnl~tratlon ot the prDgr4~, a~d provides ter t~r 

~t:,Hlnq of proqrdTn gdl",)" dnd loc;scs on dn equ1tdbl~ dnd 

pCOp~Htlondte basI'; In dccordanc'e ..... It.h the peov1SIons of this 

sectlC,;n. The plow of operation 15 ette<..tlvt~ ut:on wC!tt·p" 

approval of t.ll" CO:VT1l:.Sloner •• ,fl ... r thp Inir 1<.11 pL:ln of 

operatLon Ie; <;\..lhnuUpd dnd appr.)ved by I,he COIII,'II';'HOner, thc 

bO~lcd way sublTllt to the COI"l/1\I»c;lonE'r .lny dC!'.pnd"llE'nt.::; to !hl' 

plan necesSdry or sUitable to d:.",$utP the faLr, rc,l')o:1dblp, dnd 

equitable ddcrlnl')tr~tlon of t~~ progrdn. 

S. If t.he bOdl'd fdlls t.o submit d pldn of: opP'rtltlon 1.o'lth:n 

one hllndl'ed ~lqhty Coli'S ,lftt.'r thf' beard's appr')llltment, U,;e 

COIll'TIIS'HOIl(!C. dtt.PC notice dnd he.HLng, shall estdbll~ .. h aill.! 

adopt a tempordcy pldn of operalLon. The corr,mlq,SIOnf'C &hall 

am(>nd or eescind a pldn ddopt.~d pur~uanl ro t.hls suosectlon at 

the time a plein is SUbrt'1ttcd by the board dnd dPprovl"d by the 

COm.m19~ionpr • 

6. The plan of Opf!rdtLOIl shdll do dIl of the follmnnq: 

a. Establish pcoccJures for thp h.1ndllnq dnd aecountH\q of 

peo:Jr.uTl. d':osets and money~, dnd £'01 dn annUdl fiSC,\! rf'poftlng 

to the CCITInISS10ner. 

b. EstablLsh procedures for <;l"lectIIHJ an ad("Ilnlst(>Clnq 

CdrClf'r and spttlng forth the POWP(S dnd dutles of t'h(> 

admln.ster Inq caer ler. 

c. f::5t<tblISh pcocedure') for rCln~ullnq (lsks In accordance 

with the prOVI&IOnS oc thiS ~e~tlon, 

d. F.stdb~ISh pcor::e,llll'e3 for collecting as'H~ssment<; trolt'. 

reLnsurlnq C:drrl~r!; to fund clallTls and ddmlnl~trdt lV~ e~pen:.c5 

)nrurrpd or est I~ated to be lncurrp'd by lhe proqrilm. 

P. Pro'/ldE' tor dny addn lonal mdt ters nN,e~;<;.,uy to 

impb'ntp'nl dnd ,Idnlnls:,pc the pcoqr,lr .. 

J. the Sdmp (jt:>l\pr.d p:.werc; ,llld ,p..:tf)()!lty qcolnt€'d undel' thp 

la .... ~ of t:hls :;tdte to II\!>urdnCI;' \.()mpdnll~s dnd hedlth 

mdlntenancc orgdnlzat.lons l\c~ns,'d tc trdn$act bllSlnec;s l~ 

• 
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thlS stat" ~ay tl~ oxprclsed by thp bOdrd und~r thp pcoqrdm, 

except thp pow~e to lS':oue hedlth bpnptlt plarls directly to 

elthpr C;C:l'JpS or Ind\Vlduals. Addltlondlly, the bCHC If; 

grallted the SP(,(, It IC dllt"horlt.y to do .,,11 er ,\IIY ct ttl" 

!oll? ..... i:;q: 

d. rnt.er lnt.o cont.rdcts dS fH!GeSsar'l OC prop"r to 

ddmLnL~ter the provl':'l.Ons. and purposes ot t:l\~ eIMpl,,·r. 

Includl')q thl' dut.horlty. with th(~ dppcovai ot the 

coml''II5sio"''1pe. to pn~,(~1 lnto cont'rdet-, "'lth "Ir.dar pl'Oqcd:TIS In 

ot.hpc !.tdtP5 tOI t/H~ JOint pertol'r':i,\ncp ot c('nu·'on cunct lOllS or 

"'Ith pecso~s or othp! orqd""11zdtIOn& for the perfor1dnc(> ()1 

admlnistrdtlve tunetl01l$. 

b. c: .... or bp c;\wd, 11lcl11dlnq tdKLnq dny leg..:.l ,l('tLon 

n(>ees~a:y or propl'r t.,) rE>covt.·r dny ,\~~l"s<;mpnts dnd pI'lIdlt IC'~ 

for. on behdlt of, or dgdlnst the p(cqr~r or dny rPlnsllclng 

C,ll r lI·e&. 
c. Tdl<:e any le<!al act Ion n(~Ces~<HY to dveld the pdYf':'lent of. 

l(l1.prOpp~ ,:,,1 .. 1I1n$ :TIdd(~ against the pl'cqcarr.. 

d. Define thp h~alth benefit plans foc which reins~rdnep 

will bp provided, dlla ic;sue rClnSIJCancc policlcs. pursuant to 

thiS chaptcc. .. f;&tc:lbllsh rulps, condition'!>. and p!OGedUCf'S tor 

IPlnsurlng rls~s under th~ program. 

f. ~dLdbllSh dlld Inplp~ent dctuaridl [unGtlOnq d5 

dpproprldtP fc)r the o~~rdtLon ()f the proqrdm. 

q. A~sess relnsuflng Cdrllcrs In dccordanc~ ~Ith I~p 

provLSlons at subspctloll 11, and mdkp .dvancp ,ntet In 

a~ses<;.mej)t.!:> as m:ly be redsondble ,\nd n(>eeS<;iU y for 

orqa/uz.ltlon3l ,)/\(1 Lntellr cpt.·fatlng O>q:Plbf·S. /\ny llltprim 

ds~ec;swents 5hall bc cr~dlt.'d d~ C)[(sPts '1~<.Iln!,t dny loquldC 

a<;.<;.ess~~nts du~ follewlng tn~ cln~~ of t.h~ rdlenddl' year 

h ..... PPolnt dppeOptlatc leg,)}' acludfl.lt. and ol'h(>1 

c(';:TUtut.t-(>c~ a& neCeSf.,.HY to provide tPChllLC:dl ...tSSlst.ln,;c ~., tt~e 

opl~cat .. ')1\ of th~ pCOql'd:TI, poliCY ,)nd ot.her cont,a~t d"'~I<Pl, 

and an)' olhpr fUllet lor, within "hc ,lllthoruy 01 UW p~oqcarr .. 

• 
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1. E:>t ro..., ColorlPy to (~ftect the PUtF:>5(>S of thp. proqr<lm. 

Any notes or olhp! evidence of lndebtrdnes& of thE" program not 

1n default drE" lC(].11 tnvestmenl'i for Cd-CrICrS <lnd If',ly bp 

cdrrl~d d& admitted assets. 
8. A reinsuring CdrrlPC may reln.ur~ with the proqr&~ as 

provLdpd In thiS ~ectlon. 

a. With r~5pect to c\ bdiSIC health benefit plan or cl 

st.andard healtll b~neflt plan, the proqrarr. shall relnsure thE" 

level of covPcodge provl(jpd and, .... Hh respe-ct to other pldns, 

thE' proqra!'). Shdll relll$Urp up to the levpl of roveraqp 

provided In d basLc or stdnddrd t\(:dlth benefit' pldn. 

b. A 5mal~ employ~r Gallier may reLnsure dn entLre 

errploycr StOUp wit.hin SlXt·y day" of thp commencern,ent cf the 

group's coverage unripr a health benp.t1t plan. 

c. A reinsuring carrlPr ray relnsure an elig1ble employee 

or dependent '.nthln do ppClod of ap.;t'y days follo'.-"nq the 

co:wnencp.m<lnt of the covprelqe '.ilth thp s:ndll employer. A ne'",ly 

ellgible E"11ployee or dependent of a eE'lnsured srt'all €'lT\ployer 

mdY be reinsured w1tllln slxty doll'S of t.he com::-.pncement of su<.h 

fpeson's coveraq~. 

d. (1) The proqrdm shdlJ not. reimburse d r€'insUrlng 

carrier w1th re~pect to the claims of d rPlnsured employee or 

deper.dpnt unt 11 t.he 3m",11 €:":'IploYf'1 eMller ha~ lncurred an 

lnltldl I~Jel of claLm~ for 3uch ~mployee or dependent of tlV~ 

t.houSdnd dolliUS 1n d cdlpnddr yedr for beneflts c()l/ered by 

the progrdr. In dddlt.\on. th~ rpinsurinq Cdrrler 15 

resp::>nslblp. tor ten percent of th(! n(!xt f lUI' t.housand dollars 

of incurrcd clalw:J, d;'H lnq cl cdlendar ye,l.[ dnd the proql'c.lm 

sh,lll reinsur(~ tile I'e;lldlnder. ,\ I'Cln"unnq carrl(~r's 

Ildbliity unde:" thl!' sllbpar,lqraph c;hdll not CAcf'<ld a m.:tximllln 

llrtllt of ten t)HlIJSdnd doll.:lr'S In "wi' Ollt! cill(!nddr ye,lr .. nth 

resp:!ct to ,lny rf'lnsured Indlvldual. 

(2) The bGilrd anrHldlli' 5t1dl\ ,ldJust the In1t~al le'Jel of 

cldlms dnd th(: mdXllI"lIl1" llr.'llt ~o bf.' r~tdlnf'd hy tt,~ 3:n.:tll 

enploi'er (.arr~(·1 t.o retl.;>c:t Incrt~ac;cc; In c:o!>ts .ITld utlll7.eltlon 

:-
HOt.:.e i'lle 2.170, p. 18 

wltillTl the 5tilnddrd ;1.lrket for health benrt1t plans wlttlln the 

stdte. Thp ddl\'~trne(lt Sh<lll not be If'sS than the anr1ual 

<.t\anq(' 1n thp medlCell c(;mr:l!wnt of the "consum('r pru:e ind('x 

for all urbdn consllmers" of thp Unlted States dep.1rt ment ot 

labor, bUred\l of labcr ')tdtlstH;!>, 1I1l1P3a thc bOdrd plopoGes 

and rhe COIT';1\u.sioner approvec; <\ lo ... ·er adll1stll)pnt tdctor. 

e. A .mall employer carrier mdy Lermlodte relnSlItd.llce for 

one or more ot the relnsured enployct":!'S or depend€'nts of .mall 

er.ploypr on <lny pl<ln dr\llIV('rsdry odt,-'. 

f. Prem1Um rdtcs charq~d tOl rCIIlC;Ufc.lnCe by the progldm to 

a heal.ttl malnten.ln<.~ organization thelt IS ted~'rdlly qUdllf'lpd 

under 42 U.S.C. $ 100c(c)(Z)(A). dnd kG t.hereby ~uL)Pct to 

reqlll recent:., that 1 imi t t.he amount. ot r lsk thdt rray be ct~dE'd 

t.o the progrdrr'"l t:hdt arc (r.orp restrlctlve th'ln those Spt~Clfled 

1n paraqrdph "d", shall be reduced to rp.flect. that pOlt.ion of 

the risk above the .lnount set forth in pardqr,lph "d" t.hdt n,lY 

not be ceded to the progran, 1f any. 

9. a. The beard, as p.rt. of the plan of operation, shall 

establIsh a nethodology for detcrmlnlnq pcenlum rates to lll~ 

charqed by the program tor reln"lIrlnq srrall enployers and 

1ndlviduals pUr!iUdnt to t.hlS spctlon. ThE' mt.'thodoloqy shdll 

Lnclud~ el syst.em for (.'ldSSlflcdtlon of ,)mall employers thdt 

retlects t·he t.ype" of <'d~P char,lcterlst les CCII\II\;)1l1y used by 

small I.>!·ipI. 0YE'I carriere; Hi t.hf' :j,tdt~!. ThE' m(·thodoloqy sd)dll 

prov1de lor t.he deve.;.opmtH"It ot basE' reLnsurance p(~ml\H'i rdt t~:';. 

WhlCh shall be ~ultlplled by thE~ tdctors :J,pt forth 1n 

pardgtap:-' "b" to dct.enrllne the prerr.lu(n rilt.fOS fOI' th<l proqr",m. 

The bas~ reln5uran<.c premlum rdt.Ps stlall bP.' pstabllsh •. 'd by the 

h(,clrd, '~Ilb)ect to thp approval of the COrf'"':'l15S10ner, and shall 

Dt~ Sl~t" ,It. levf'ls which reasondb\y <lpprOXlm.1tL~ geo')", pr~rr.lllmS 

d\dlqed to s:n<tll <lr·.ployer., by s:nall errployer CdrrletS tor 

hp,llt'h bellPflt plc.lns ".'lth bcneflts SIIr.delt t.o t.he st.anddrd 

h~dlth benefit pldn. 

b. Premlu~fi tor :he prcqrdn Ghelll bE' a. to!lows: 

:I: 
." 

'" c..> ...., 
o 
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(1) ;,~. ent Irl~ c;mdtl (·mployer q!OI~P "ll,ly be rplnsu!f~d t;.)r d 

rdt~ thd! IS ~ne and cn(>·hdt~ tlmp~ the base rel~9uranc~ 

premllim relte tor the group (·st"iibtI5h~d pursudr:t to this 

bubsect ion. 

(2) An pliqlbl~ p~pl0'lee or dpp~nde"t may he rPlnsllred tor 

'" rdtP thdt lS fLve tl~es the basp relnSJrance prumluv ralp 

tor the Indlvldudl estdbllshpd purSlldnt to this subscction. 

c. Tt\p b~drd pE!rlodlcdlly shall revte\o' the methodology 

estdbllshpd under p,lfaqraph "d·', including the system of 

clasSlflccltlon and Any raUnq factor,>, to d'l'~Ure that It 

red!·.;onably rpflect.s thf> clal;Tls expel"lence of the progral". Thp 

bOded may prop:')sE' ('hdnqe9 to t·tw n"iPthodoloqy which o;hall he-

5ub)pct t ..... the approval of the COIT\lf.ISl310ncr. 

10. It a health bplleflt plan for a s::ldil e."llploypr IS 

entirely or Pdrt Id11y reln50red w1th the proqrdm, the preMIUrr. 

charged to the <;m,\11 e:nployer for any rdt.inq ppr10d tor the 

coverage ISGued shall meet the requiremenls relatinq to 

pr(>MIom ':~t.~<; ,>pt forth In section SIJU.4. 

11. d. Prior to Harch 1 of each ,cdr, the board shall 

det prni ne and rC'port to the COJTltllkSS loner the proqram net loss 

for the pr0vioua. cdlpnd.H yedl, Including administrative 

pxpense9 dnd lncurred loss~s for t.h~ YPdr, tdklnq lnto account 

lnvC'stment Inco:ne and other dppropri,lt.e gains and 10!lses. 

b. A"1 net lo,>g for the ye-,lt ,;hclll b,~ rctouped by 

dss~ssments ot rp10sullng c.rrl~rs. 

(1) The board ~hall ~'ltaDli~h, dS part of thp plan of 

opercltlon, d tormuld by WhlCh to make d!iSeSsnent.s <lq.lln9t 

rPlnsurlng CdrrH~rs. The d5~;p.s:.ment tormllla shall bp bdsell on 

tc)th ot thp followinq: 

cal EJch r~lnsllrlnq carr1cr's share ot the total premiums 

earned In tnp pre~edlnq cal(>nJdr ,ear frc~ hedltn benef)t 

pldns oJel:ve((.'d Ot lSall(~d for dellVp.ry to snall e~!>loyers It' 

thiS state by relnsllring CdrrICt~. 

Ch) EdCh (elnSdrlnq carrier's sharp of the prf:Jtlums earn(!d 

In the preccJloq cdl('ndar yedr from ne·.dy Issued ht!ol~th 

• 
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bpnpt.t plans c~llvpr('d or lq.ued tOI dellvP:/ during SJC~ 

cdlend,l! ye-dr to <;mall enployers In thlS stolte by CelllSJ!lt".q 

Larrlcrs. 

(2) The fonf..ul.l establtshed pUrS\ldt1t t·o subpclldqrdpl1 (1) 

shall not res~lt lr any reinsuring ~clrrlp.r hdvlng an 

assesS::"Ient shdre t.hat IS lea.s than fifty percent nOI il'.ore th.ln 

one hundred flft·)' percent at .1n .Jmount .... hlch IS based on tIlE' 

proportion of the reio5uclnq ~arrler's total premlun9 earned 

III the precedinq cdlenddr YC.H from hr-alth beneflt plans 

dellviHed or Issued for d.~llvery to snall employers In thiS 

s!:,ltP by relllS\irlnq ~arrlp.r'> to t.otal prenLlHl'I~ earnpd In the­

plecedinq <-'alend.r yedf fl·o::'l hC<'Iltll b~net It plans dpllV('red or 

ls~uo1 for de-Ilve-ry to sm~ll employers In thi~ stat~ by dll 

reinsuring Cdrrlers. 

(1) The board, with dpproval o~ t·h€, coJt.ml~'';lon(>!. mdY 

change the a<;sessmpnt formuLI p.!otablls.hed pur::,udnt t.o 

sutJparagraph (1) from tlne to t1me iiS dppl·opri.:tte. Th" b0arJ 

~ay ~·ov,~e for the sharps of th~ dsses~ment bd'le attributable 

to premium!> from dll hCdlth bene-fLt: pldns and to ptl"m1Ums. (rom 

newly issued health benefit pldns to vdry durinq a transltton 

pp.riod. 

(4) SubjE'ct to t.he approvdl of t.he COmtrli<;sloller, the hOdrd 

<;hall make an adJustment to th~ a,>sessrent for~ulol lor 

lPir,"'lJ!ing C4rrler:. thdt dff' dPproved hedlt:h malntendrlCe 

orqantza~ions which are federally qUdlltled under 42 U.S.C. , 

JOO et sPq., to the extpnt., It any, Ulat restClctlono; ,l=e 

placpd on thcm tl1dt dl·P not Ilr.pospd on other s:Tlall plT"p10y .. r 

C,lrrIPrc;. 

(5) Prenlums clnd b~neflt5 p~ld by a rp.lnsurlng Cdrrler 

t.hdt drc less th'ln an dmount detcrmlo~d b, the board to 

)llstlty tne cost of <:oll(>ctlon shall not be consld«ceu for 

purpose"> of de-t prmu":lnq .Ja.S~S'lments. 

c. ( 1 ) Vrior to Mdrc.h I of each yedr, the bOelrd bhall 

detr-rr'lnp dnd file w1th the commLSSloner an est Ilflate ot the 

.-1'lSe.snlO . .'nts ~eed~d to fund the l05se-s Inctlrr~d by the proqra:n 

In t.he pre .... I()II~~ Cillt:llI.!dr "{cdr . 
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(2) If the bOdrd de~(>rnlne!l that t.hp. clIS5PC;Sl'l'lcnt'l r\f~(~d(>d to 

fund the losses Incurred by the proqrd~ in the preVlous 

calendar YPiH ,.Ilil excf~cd the illT'Ount. spo?clfipd In ~lIhpdraqrdph 

(3), the bOdrd sh.l1 evaludt(~ the oper~tlon of the program dnd 

report its flndlnqs. lncllldlnq ail' reCOrTllTlpnddt"lons tor chdnqes 

to the plan of operdt ~on. to the ("OITUiI')'Honcr wuhin ninety 

days following th~ end of t~p cdlpnddr year in which thp 

losses weeif' lncurred. 'Ihe PVJ.IUd':lon shall In<.lude' dn 

(>stlmale of (uture assc!lslt'ents. the dd:ninigtrativp. costs of 

the proqram, t.he appropr iatenec;.s of the prer.lu:ns chaIgpd. and 

th~ level of lrlSur('r (ptcntion und('r the 

ot coveta<J(> for 'Small employQrs. If t.hp 

proqr.H\ dnd tne ("ost:. 

board falls to tll~ 

t,hE' report ·.nth the CCT\/II15SlonE'1 withln n1nety delys follo· ... lnq 

the end of the 'lppllcabl~ cal~ndar ye,lr, t.ne comllllS!)IOner may 

evaludte the operat ions of the proqral'tt and inplcltlent. such 

al'tlendnents t.o the plan of Oppcdt.lon the colTlt"oissioner dee",-s 

neces~ary to reduc~ fut.uce losses and assessment.s. 

(3) l-'or any calendar year, the amount ~pecified an thl~ 

Bubparagraph IS five percent of totd1 pre:TI1UmC; eacnC'd in the 

prE'vious year from health b~n~t'it pl4ns delil/ered oc lssued 

for delll/ery to small employers In thls st.ate by relOSlU ing 

carriers. 

(4) If assegsments In ea<.h of t.' •• o consecutlve cdlendar 

years exceed by ten percent the d:Tlount specd'lE'd In 

subpcuaqrdph (J). the CCmIII1SS10ner may r~llpve CdrelE'I'S fecm 

any or all of tne rE'qulatlons of this chapter or lake such 

other dctlon~ as t.he CO:MUS~lonee dee:TIs equltdble and 

necessary to spredd t.he rIsk 0( loss and .3sure pOltablllty of 

cOl/craq~s dnd cOllt'lnulty ot hen€'tlts so as to reduce 

.15se~smentg t.o t.~n pPI'c(>nt. or les!i of that amount s!)p.clfied In 

SUopd.cdqr."ph I J). 

d. If asst~S.,m.e.,tc; t~x('£'eJ net lo~!;(>'l of tht~ progrMl, the 

PXCf-SS shall be held In an lnterpc;t-bpilrlnq dccount and us('o) 

by the board to off~et futurp lc~sec; or to rpduce proqran 

pr(>mlums. As used In thl<; pa~aqr<\pt1. ·'fut.uce lossc~" ,ncludf'l"' 

r{,Sf-rVes for Illcurred but ~ot rf'pcrted <..:ldll""s. 

If -
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e. f;,lCh relns-..Hlnq .... arriP('s proport lon ot t'hl' db!>pSSmf'tlt. 

shdll bl" detecrnned ~lonudlly by the bOdrd based on annual 

c;talemf'nt.s dnd ot'hpr (>p;:orts deened neces:}dry by the board anoi 

flied by the relnsuclnq ('arCler~ with the bOdrd. 

f. Th~ plan of operat.lon Shdll provld~ for th£' lIl'pc'litlon 

of an Interest p(,lld1ty for Idt'p payrr.Pllt ot' a~$P5 .. mt~nt'l. 

q. A relnsuelll9 carner may seek from the CC;tU"l\1t>SIOf.er is 

deferment from d11 or part of an asse<;sr".ent Inposed by the 

bo.ud. The ccmm1Ss)onec (.MY defer elll or part of t.h(· 

as!>essment of a fp.insurinq carnec it th'" COlT'llic;SlOIlPr 

deterlT'.ines that t.he payment of t.he a5se~S:TIent .... ould pl.1Ct· the 

relnSlltlnq CdrrlPr In <\ fin.lnClally irnpdlred condltl0n. If 

all or p~·t of an as'lPssm('nt aqalnst a rpln~uelnq cacrler l~ 

deferred, the dC'"lO\lOt. deterl'cd ahall bp asses<;ed dqdln<;t the 

ot.her partlcip,tt'lng carriers In a manner con~lstent .... lth the 

basts tor assessment. spt forth an t.hlS subsectIon. The 

reinsurinq carrier IPC~IV10q c;uch deferMent shall remdln 

liablp ~~ the prcqram for t.he amount def~rred and shall b~ 

prohiblted from relnsur inq any indil/ldualR or qroups 10 the 

progr.1m unt.ll such til'ie dS it pays such aas~s~mpnt.s. 

12. The partlclpation In t.hp proqram as relnsurlnq 

carriers. thp establishment of rates. forms. or pro(""Pourf''>, or 

any other lcHnt or collectll/e act.lon requiced by thlS chd~ter 

shall not bo.:- the bdSI~ of dny leqdl dctlon, cnmlnel1 or Civil 

Ild})11Ity, 01 ppnalty elgdlnsr t.ht~ proqrar, or any ot tt<; 

reinSllrlnq carrlPr'l elthpr Jnlntly or GPparately. 

13. Tile bO,HO, t\<; part of the pleln of operdtlon. shall 

develnp stdndards ~ ... t.t lnq tOI t h the mannpr dnd Il"l/cls ot 

compPrt5at'lon t.o bt~ paid to producers tor the 'laic ot b,Hlic ,1no1 

5tarv.lMd healt.h l)er,etlt plans. In estdbllshlnq '),uch 

st~ndd£ds. the bCdrd shall take lnt.o consld~cation allot t,lle 

follo .... lnq: 

a The rwed to a''>SlJre the brcdd al/ailablllty ot covecaq~s. 

b. The ~(')"'Ct.IVI'!S ..:of the pr8qram. 

c. 1'h(> I:lf1e drod (>ftort experld"'d HI pldclng tht: cOI/('raqe. 

:r 
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d. The n~pd to provlde onqolnq service tCl th~ B~all 

t~mploi"pr . 
e-. Tttp lc:vpllo of cOrt"_penloat,lon ctlrrently used I!) the 

Indust r'l. 
f. The overall cost!:! of coverdqp to small employeIs 

s~lertlnq the~e pldn~. 

14. the proqram \S exe:"'lpt f'rcm any and dll state or local 

taxps. 

Sf~C. IS. ~~~.e:..f:r~ON, 

S'IMlD;"RDS. 

\lJB,7~ HEAL!II BENEfIT PLAN 

1. The CClTUrtlS!'>I.Oncr shall adopt by rulp the forn dnd Ipvel 

of' coveraqp of th~ baSIC he,llth t)f'cwfu· plan .lnd thp ~t<1nrldrd 

health ......... ptit plan to he mdrJe dv,lliable by d ~:nd11 p:np1oypr 

c.drrlPr pursuan~ to 5cctlon '>lJn./A. T(H~ COIt".JnLSSIOnel"s rules 

shall lncludp thc bencflt levelc;, cost sharing levels, 

P.Xcluslon~, and lunitatlonc; for t.h£! oaslc health benetlt plan 

and the !ildndard hedlth bE'nef'lt plan. and soall define tor 

purposrs of thIs chapter, d ba~lc health benpflt pldn and a 

standard hedlth benpilt. plan whIch contain benpfit dnd cost 

gh.lrlnq levels that are conc;istent ',,;ith the bdSlC method of 

operation ana the benefit plans of hedlth ~alntenance 

orqanizat I.ons. lncluding any restr ictlon~ lmpospd by federal 

1 a'''' • 
2. ·;·;1£! conmisslonpr's rules rr..ay lnclude co .. t containMent 

teat.urc~s 5uch as the follOWing: 

a, Uttllz,.;,tion reVlev of health carp sprvlCPS, includlnq 

revle .... of r.'IedlC:al necessity of hospltal clnd physlclrin 

srrvlces. 

tl. CdSP manilqe:n(:nt. 

c. Splf">ct 11/0 conI ract Inq with hospitals. physlclall'>. Clnd 

othel npalth carp prOVIders. 

d. Red~onable b~n~rlt dlfter£!ntldls applIcable to 

prOViders t.hat part·\("'lpate or do not p'Ht,IC~PdtP In 

arrAn~pments uSlnq rpstrlclpd nptwor~ provI~lonH. 

e. Oth£!r :nan.lq,·d (",lrt> provlslons. 

Sec. 16. ~r.\-'·.SEC1'!'Q~.L 

~VAI.UA1'ION. 

·{OllS!: fl." ll!U, IJ 2-1 

Sl llL 'if' Pf:!UODIC M;\RKE" 

The- b(~arn sh.,l1 ~ttlt3y dnd I'epen. at If"ast eVt~l'y thee ... yedr .. 

t.o t.he- cc~I1JiisSIOner on the e!tectlvprH'SS at t,hlS chapter. "7he 

report Shdll analyz~ tne eftectlveness ot ~he cnapter In 

prornotlnq ratp stabillty. product a·-/dllabillty. and coveraq~ 

dfforddblilty. rhe report m,\y contaln recommendations for 

actIons 10 Improve the overall effe(:tlvE'ness. pfflcle-ncy. ~rd 

fiurness of the small qroup healt.h Insurance lI\arketpL.lc~. T'le 

report shall addres~ ..,hether carriers and produc.ra acp tdlrly 

and actively marketlnq or l~sulng health benet.t plans to 

91T'all e:nployers In hlltlll~ent. ot the purpos"~ r::.f thiS 

cl-tdptpr, 'the rpporl :n,lY cant.dln reccrnnt~nddt'lons for Il'a·ket 

conduct or other rp9ulat.ory 9tandald9 or .l'tlon. 

Sec. 17. NF.~ ~~f.TION. SU8 • .,G APPLICARILI'tY OF CERr/in: 

STATE: LA',yS. 

The provlSlons of chap~pr S14H ~hall not apply to ba5lc 

health bene-fIt plans dnrl standard health benefIt plans as 

prOVIded for 

S~C. 18. 

In th\5 chapter, pxcept. for section ~14H.8. 

Section S138.8, Code Suppleornent 1991. 113 ,lnendPti 

to read elS follow!>: 

513B.8 DISCRt:.TION OF THf. CQJoIMISSIONER. 

!...:. Th*! <:onu·.19S1ooel' :nay suspend all or <lny p.Ht ot Sec.tlon 

<;11B.4 dG to tlw prpmlurTI (cltt"!lo appllcable to one or more 'Smelll 

employ~r5 tor one or It"ore ratln~ ppriod~ upon a f)llnq by the 

small cnployer carrIer <lnd a flndlnq by tJl~ COCoJTIlSSIOner thdt 

the 5u5pensIon I!'> reason.lble In llqht of the t In..lnCldl 

condition of th€'! carrier or thdt the I)tlc;p~nsion .. ·ould enh,lnce 

the eftlcleRcy dod talrnp~s 01 thp ralkl·tplace tor smelll 

~mployp.r health lnsuranc~, 

.!!. 'The ':.'?~_I...§:~I.c?~.'i:~~_~u.sp.,.n~ .~!..~~~dlf'f .. t~~...£ .nC!~!.".!.!..!.._~9r~, 

· ... e.~~~!.~!~~_~.n.t __ ,?f .. !..!!.!.!..!.1.. . .£~. 'llor ~ .. !!Q~P. u~dpr_...! I~e pf'f I ~.l ~ l.on 

'?.~ .~~!.!...~!!IP.!2Y'!f .. \!~<:'_~ .l..n~11l9 .~.~~e .<::~m.~.!...~s l~!~~..!_.!...!.'~\t 
~.hL susp.c.,?s l,?~ ~~l! ~.~ __ eont1~.!1c~. ~ ~e <lv,'..!..l. ~ b ~ ~~. ~Q.!. h.~!.U~ ... I. n·· 

~~~Clnce __ ~.,? ~np'~o~c~~ .~!_~~<!ll p~~~.r~. 

• 
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3. The commissioner may adopt, by rule or order, 

transition provisions to facilitate the orderly and 

coordinated imolementation of this Act. 
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