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An Act relating to small group rating practices and the
availability of health insurance coverage.
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Section 1. Section 513B.2, subsections 10 and 16, Code
1893, are amended to read as follows:

10. a. "Health benefit plan" or "plan" means any hospital
or medical expense incurred policy or certificate, major
medical expense insurance, hospital or medical service plan

contract, or health maintenance organization subscriber
contract.

b. "Health benefit plan" does not include accident-only,
credit, dental, or disability income insurance, coverage
issued as a supplement to liability insurance, workers'
compensation or similar insurance, or automobile medical-
payment insurance.

¢c. "Health benefit plan" also does not include policies or

certificates of specified disease, hospital confinement

indemnity, or limited benefit health insurance if the carrier

offering such policies or certificates complies with all of

the following:

{l) The carrier files on or before March 1 of each year a

certification with the commissioner that contains the

following statement and information:

(a) A statement from the carrier certifying that policies

or certificates described in this paragraph "c" are being

offered and marketed as supplemental health ipsurance and not

as a substitute for hospital or medical expense insurance or

major medical expense insurance.

(b) A summary description of each policy or certificate

described in this paragraph "c¢" including the average annual

premium rates or range of premium rates in cases where

premiums vary by age, gender, or other factors, which are to

be charged for such policies and certificates in this state.

(2) If a policy or certificate described in this paragraph

" 11}

c” 1s offered for the first time in this state on or after

July 1, 1993, the carrier files with the commissioner the

information and statement required in subparagraph (1) at

least thirty days prior to the date such policy or certificate

._l_
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is issued or delivered in this state,

16. "Small employer" means a person actively engaged in
business who, on at least fifty percent of the employer's
working days during the preceding year, employed no-more-than

not less than twc and not meore than twenty-five full-time

equivalent eligible employees. In determining the number of
eligible employees, companies which are affiliated companies
or which are eligible to file a combined tax return for
purposes of state taxation are considered one employer.

Sec. 2. Section 513B.4, subsection 3, Code 1993, 1s
amended to read as follows:

3. For purposes of this section, a health benefit plan
that utilizes contains a restricted provider network provision
shall not be considered similar coverage to a health benefit
plan that does not utiltze contain such a netwerk provision,
provided-that-utiitzation-of-the-restricted-provider if the
restriction of benefits to network providers results in

substantial differences in claims costs.

Sec. 3. NEW SECTION. 6513B.42 EXEMPTION FROM PREMIUM RATE
RESTRICTIONS.

A Taft-Hartley trust or a carrier with the written

authorization of such a trust, may make a written request to
the commissioner for an exemption from the application of any
provisions of section 513B.4 with respect to a health benefit
plan provided to such a trust. The commissioner may grant an
exemption if the commissioner finds that application of
section 513B.4 with respect to the trust would have a
substantial adverse effect on the participants and
beneficiaries of such trust, and would require significant
modifications to one or more collective bargaining
arrangements under which the trust is established or
maintained. An exemption granted under this paragraph shall
not apply to an individual if the individual participates in a
trust as an associate member of an employee organization.
Sec. 4. Section 513B.5, Code 1993, is amended by adding
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the following new subsections:

NEW SUBSECTION. 3. A small employer carrier may replace
an existing health benefit pian with a new health benefit
plan. The premium rate for the new plan shall be developed
pursuant to section 513B.4 and must reflect the claim

experience of the previously existing plan.
NEW SUBSECTION. 4. A small employer carrier shall not

discontinue the sale or active marketing of a particular class

of plan or plans, unless the carrier withdraws from all
marketing in this state directed at the small empicyer or has
obtained specific approval from the commissioner to do so.
The commissioner may approve the discontinuance upon a
demonstrated finding that the continued sale or active
marketing of a particular class of plan or plans will endanger
the solvency of the carrier or does not advance the purposes
of this section.

Sec. S. Section 513B.10, subsection 1, Cocde 1993, 1s
amended to read as follows:

1. a. A Except as provided in section 513B.5, subsection

4, a small employer carrier, as a condition of transacting
business in this state with small employers, shall actively
offer to small employers at least two health benefit plans.
One health benefit plan offered by each small employer carrier
shall be a basic health benefit plan and one plan shall be a
standard health benefit plan.

b. (1) A small employer carrier shall issue a basic
health benefit plan er-a-standard-heatth-benefzt-pian to an
ettgibte a small employer that applies for eitner a plan if
the small emplcyer is eligible for the plan pursuant to those

provisions set forth in section 514H.2, subsection 1, and

agrees to make the required premium payments and to satisfy
the other reasonable provisions of the health benefit plan not
inconsistent with this chapter.

(2) A small employer carrier shall issue a standard health

benefit plan to a small employer that applies for the plan and

._3_
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agrees to make the required premium payments and satisfy the

other reasonable provisions of the health benefit plan not

inconsistent with this chapter.

{3} A small employer carrier establishing more than one
class of business shall maintain-and-rasue-to-eligibie-smaiz

empioyers, in each class of business established, maintain and

offer at least one basic health benefit plan and-at-ieaat-eone
standard-heaith-benefit-pian~in-each-ctass-of-business

estapirshed to a small employver, if the employer is determined

to be eligible for the basic health benefit plan pursuant to

the provisions set forth in section 514H.2, subsection 1, and

at least one standard health benefit plan. A small employer

carrier may apply reasonable criteria in determining whether
to accept a small employer provided all of the following
apply:

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

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

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

(d) The small employer carrier provides for the acceptance
of all eligible small employers, as defined in section 513B.2,

into one or more classes of business.

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

(3 4) Per-purposes-of-this-tettered-paragraphy-a-smaii
emptoyer-ts-ettgibte-if-+e-empitoyed-at-teast-twe-or-more
atigible-empitoyees-within-thia-state-on-at-teast-£ifey-percent
of-itta~days-of-operation-during-the-preceding-catendar
quarters The provisions of this lettered paragraph shall be
effective ene-hundred-eighty-days-after-the-commrasronertis
upon a date as determined by the commissioner following the

-4~
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commissioner's approval of the basic health benefit plan and .
the standard health benefit plan.

Sec. 6. Section S13B.10, subsection 3, paragraph b, Code
1993, 1s amended to read as follows:

b. Phe-ptan A small employer carrier shall waive any time

period applicable to a preexisting condition exclusion or

limitation period with respect to particular services in a
health benefit plan for the period of time an individual was

previously covered by qualifying previous coverage that

provided benefits with respect to such service, provided that
the qualifying previous coverage was continuocus to a date not
tess more than thirty ninety days prior to the effective date
of the new coverage. The perlod of c¢ontinuous coverage shall

not include any waiting period prior to the effective date of
the new coverage applied by the employer or the carrier. This
paragraph does not preclude application of any waiting period

applicable to all new enrollees under the health benefit plan,

Sec. 7. Section 513B.10, subsection 3, paragraph e, Code .
1993, 1s amended by adding the following new subparagraph:

NEW SUBPARAGRAPH. (3) A smail employer carrier may modify
a small employer's health benefit plan, other than a basic or

standard health benefit plan, provided the modifications apply
to all eligible employees and dependents of that smail

employer.
Sec. 8. Section 513B.1l1, subsection 1, paragraphs a and c,
Code 1993, are amended to read as follows:

a. A Within ninety days after a plan of operat:on is

approved by the commissioner under section 513B.13, subsection

4, _a small employer carrier authorized to transact the
business of insurance in this state shall notify the
commissioner at-the-time-of-autherrzatien of the carrier's
intention to operate as a risk-assuming carrier or a

reinsuring carrier. A small employer carrier seeking to

operate as a risk-assuming carrier shall make an application
pursuant to section 513B.112. .
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¢. The commissioner shall establish an application process
for small employer carriers seeking to change their status
pursuant to thls subsection. If a small employer carrier has

been acquired by another such carrlier, the commissioner may

waive or modify the time periods established in paragraph "b".
Sec. 9. Section 513B.13, subsection 3, paragraph b, Code

1993, is amended to read as follows:

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

Sec. 10. Section 513B.13, subsection 6, Code 1993, is
amended to read as follows:

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

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

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

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

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

e. Establish a methodology for applying the dollar
thresholds contained in this section for carriers that pay or

reimburse health care providers through capitation or a

salary.

f£. Provide for any additional matters necessary to

_6_
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implement and administer the program.
Sec. ll. NEW SECTION. 513B.17A RESTORATION OF TERMINATED .

COVERAGE.
The commissicner may adopt rules tc require small employer

carriers, as a condition of transacting business with small

employers in this state after July 1, 1993, to reissue a

health benefit plan to any small employer whose health benefit

plan is terminated or not renewed by a carrier after January

1, 1993, unless the carrier's termination is pursuant to
section 513B.5. The commissioner may prescribe such terms for
the reissuance of coverage as the commissioner finds are
reasonable and necessary to provide continuity of coverage to
such employers.

Sec. 12, Section 514H.12, subsection 2, paragraph b, Code
1993, is amended to read as follows:

b. The employer, empteys-twenty-five-eor-fewer on at least

fifty percent of the employer's working days during the
preceding year employed not less than two and not more than .
twenty-five full-time equivalent employees.

Sec. 13. EMERGENCY RULES. Pursuant to section 11 of this
Act, the commissioner of insurance shall adopt administrative
rules under section 17A.4, subsection 2, and section 17A.5,
subsection 2, paragraph "b", to implement the provisions of
this Act and the rules shall become effective immediately upon
filing, unless a later effective date is specified in the
rules. Any rules adopted in accordance with the provisions of
this section shall also be published as notice of intended
action as provided in section 17A.4.

EXPLANATION

This bi1ll amends certain provisions relating to small group
health care coverage and the availability and affordability of
such coverage.

The bill amends several sections in chapter 513B relating
tc small group rating practices and the availapility of health
insurance coverage. The definition of "health benefit plan" .
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is expanded to include major medical expense insurance, but
excludes policies or certificates of specified disease,
hospital confinement indemnity, or limited benefit health
insurance, so long as the insurance carrier files a statement
with the commissioner that such coverage is being offered as
supplemental health insurance with a description of the policy
or certificate. New section 513B.4A is created to provide
that a Taft-Hartley trust or a carrier with a written
authorization of such a trust may request an exemption from
the commissioner from the application of section 513B.4, which
relates to restrictions on premium rates. Section 513B.5 is
amerded by providing that a small employer carrier that
replaces an existing policy with a new plan 1is to blend the
experience of the previously existing policy with the new
policy, and that a small employer carrier discontinuing the
sale of a particular class of policy or policies must withdraw
from all marketing in Iowa directed toward small employers or
obtain approval from the commissioner.

Section 513B.10 is amended to provide that a small employer
carrier 1s to waive any applicable time period relating to a
preexisting condition exclusion or limitation for the period
of time an individual! was previously covered by qualifying
coverage, provided that the coverage was continuous to a date
not more than 90 days prior to the effective date of the new
coverage. Previously, qualifying coverage had to be
continuous to a date not less than 30 days prior to such
effective date.

Section 513B.11 is amended to provide that the commissioner
may waive the time periods established for a carrier which
intends to act as a risk-assuming carrier 1in the case of a
small employer carrier which 1is acquired by another carrier
seeking to act as a risk-assuming carrier. Section 513B.13 is
amended to require that the board supervising the small
employer carrier relnsurance program is to establish a

methodology for applying the dollar thresholds established

_8_.
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under chapter 513B for carriers which reimburse health care
providers through capitaticn or a salary.

New section S513B.17a is created which authorizes the
commlssioner to adopt rules requiring small employer carriers,
as a condition of transacting business with small employers 1in
this state after July 1, 1993, to reissue a health benefit
plan to a small employer whose plan is terminated or not
renewed after January 1, 1993,

Section 514H.12 1s amended to provide that the definition
of "small employer" includes employers who employ on at least
50 percent of the employer's working days not less than two
nor more than 25 full-time equivalent eligible employees.

LSB 26468V 75
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Amend Senate File 362 as follows:

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

"Section 1. Section 513B.1, Code 1993, is amended
to read as follows:

513B.1 TITLE —-- PURPOSE.

1. This ehapter subchapter shall be known and may
be cited as the "Model Small Group Rating Law"

2. The intent of this ehapter subchapter is to
promote the availability of health insurance coverage
to small employers, to prevent abusive rating
practices, to require disclosure of rating practices
to purchasers, to establish rules for continuity of
coverage for employers and covered individuals, and to
improve the efficiency and fairness of the small group
health insurance marketplace.

Sec. . Section 513B.2, Code 1993, is amended by
adding the following new unnumbered paragraph before
subsection 1:

NEW UNNUMBERED PARAGRAPH. As used in this
subchapter, unless the context otherwise requires:"

2. Page 5, by striking lines 27 and 28, and
inserting the following:

"a. A Upon the approval of a plan of operation by
the commissioner under section 513B.13, subsection”.

3. Page 5, line 33, by inserting after the words
"reinsuring carrier." the following: "The
notification shall be made as deemed appropriate by
the commissioner."” ,

4. Page 7, by inserting after line 1 the
following:

"Sec. . Section 513B.16, Code 1993, is amended
to read as follows:

513B.16 APPLICABILITY OF CERTAIN STATE LAWS.

The provisions of subchapter II of this chapter
5%4H shall not apply to basic health benefit plans and
standard health benefit plans as provided for in
subchapter I of this chapter, except for sectlon
534H-8 513B.39.

Sec. __ . Section 513B.17, Code 1993, is amended
by adding the following new subsection:

NEW SUBSECTION. 4. The commissioner may, with the
concurrence of the board of the Iowa small employer
health reinsurance program established in section
513B.13, extend the applicability of the provisions of
this chapter to employers employing up to fifty full-
time equivalent employees upon a finding that the
market for health insurance coverage for employer
groups employing between twenty-five and fifty
employees is constricted and not competitive, or upon

S-3236 Z1-




SENATE CLIP SHEET MARCH 25, 1993

S-3236
Page 2

-

O ® ~ NN L) by

a finding that the purpose of this chapter will be
furthered by such extension. The extension of the
applicability of this chapter may exclude section
513B.13 relating to relnsurance. Upon the extension
of the applicability to employers employing up to
fifty full-time equivalent employees the definition of
"small employer" is deemed to include employers of up
to fifty full-time equivalent employees."”

5. Page 7, by inserting after line 13, the
foliowing:

"Sec. . Section 514H.1, unnumbered paragraph 1,
Code 1993, 1is amended to read as follows:

As used in this ehapter subchapter, unless the
context otherwise requires:

Sec. . Section 514H.9, Code 1993, is amended to
read as £ollows:

514H.9 PRESUMED ALLOWANCE OF COST-CONTAINMENT
PROCEDURES.

A cost~containment restriction otherwise imposed by
state law does not apply toc a basic benefit coverage
policy or subscription contract unless the
commissioner finds after actuarial review that the
restricted cost-containment measure 1S net cost-
effective, and its exclusion is not in the best
interests of affordable health care coverage."

6. Page 7, by inserting after line 28 the
following:

"Sec, . CODE EDITOR TRANSFERS.

i. The Code editor shall transfer sections 514H.1
through 514H.12 to be a new subchapter II ©of chapter
513B comprising new sections 513B.31 through 513B.43.

2. The Code editor shall designate sections 513B.1
through S513B.29 as new subchapter I.

3. The Code editor shall correct all internal
citatlons and references consistent with the transfer
of the Code sections as provided in this section.”

7. By renumbering as necessary.

By RICHARD VARN

S-3236 FILED MARCH 24, 1993
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1 Section 1. Section 513B.1, Code 1993, is amended to read .
2 as follows:

3 513B.1 TITLE -- PURPOSE.

4 1. This ehapter subchapter shall be known and may be cited

5 as the "Model small Group Rating Law".

e —————

S—— . — .
6 2. The intent of this ehapter subchapter is to promote the

- —— N ‘-:.‘_—f -
7 avallabxlltx of health insurance cgverage to igall emglozers,

8 to prevent abusive rating practices, to require disclosure of
L e N — st

5 rating practices to purchasers, to establish rules for
T N e

10 continuity of coverage for employers and covered individuals,
A —

O R T

11 and to improve the efficiency and fairness of the small group

RTINS P e -

12 health insurance marketplace.
13 Sec. 2. Section 513B.2, Code 1993, is amended by adding

i iy A

14 the following new unnumbered paragraph before subsection 1l:
L
15 NEW UNNUMBERED PARAGRAPH. As used in this subchapter,

. P _
16 unless the context otherwise requires:
. _ T
17 Sec. 3. Section S13B.2, subsections 10 and 16, Code 1993, O
18 are amended to read as follows:

19 10. a. “Health benefit plan" or "plan" means any hospital
20 or medical expense incurred policy or certificate, major
21 medical expense insurance, hospital or medical service plan

22 contract, or health maintenance organization subscriber
23 contract.

24 b. "Health benefit plan" does not include accident-only,
25 credit, dental, or disability income insurance, coverage

26 lssued as a supplement to liability insurance, workers'

27 compensation or similar insurance, or automobile medical-

28 payment insurance,
29 c. "Health benefit plan" also does not include policies or

30 certificates of specified disease, hospital confinement

31 indemnity, or limited benefit health insurance if the carrier

32 offering such policies or certificates complies with ail of

33 the following:
34 {1} The carrier files on or before March 1 of each year a .
35 certification with the commissioner that contains the

_l_..
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following statement and information:

{a) A statement from the carrier certifying that policies

or certificates described in this paragraph "c" are being

offered and marketed as supplemental health insurance and not

as a substitute for hospital or medical expense insurance or

major medical expense insurance.

{(b) A summary description ¢of each policy or certificate

described in this paragraph "c" including the average annual

premium rates or range of premium rates in cases where

premiums vary by age, gender, or other factors, which are to

be charged for such policies and certificates in this state.

{2) If a policy or certificate described in this paragraph

“c" is offered for the first time in this state on or after
July 1, 1993, the carrier files with the commissioner the

information and statement required in subparagraph (1) at

least thirty days prior to the date such policy or certificate

18 1ssued or delivered in this state.

16, "Small employer" means a person actively engaged in
business who, on at least fifty percent of the employer's
working days during the preceding year, employed ne-more-than
not less than two and not more than twenty-five full-time

equivalent eligible employees. In determining the number of
eligible employees, companies which are affiliated companies
or which are eligible to file a combined tax return for
purposes of state taxation are considered one employer.

Sec. 4. Section 513B.4, subsection 3, Code 1993, is
amended to read as follows:

3. For purposes of this section, a health benefit plan
that utititzes contains a restricted provider network provision
shall not be considered similar coverage to a health benefit

plan that does not uetiize contain such a netweek provision,

provided-that-ueilization-of-the-restricted-provider if the
restriction of benefits to network providers results in

substantial differences in claims costs.
Sec. 5. NEW SECTION. 513B.4A EXEMPTION FROM PREMIUM RATE

-2~
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RESTRICTIONS.

A Taft-Hartley trust or a carrier with the written
authorization of such a trust, may make a written request to
the commissicner for an exemption from the applicaticon of any
provisions of section 513B.4 with respect to a health benefit
plan provided to such a trust. The commissioner may grant an
exemption if the commissioner finds that application of
section 513B.4 with respect to the trust would have a
substantial adverse effect on the participants and
beneficiaries of such trust, and would require significant
modifications to one or more collective bargaining
arrangements under which the trust is established or
maintained. An exemption granted under this paragraph shall
not apply to an individual if the individual participates in a
trust as an associate member of an employee organization.

Sec. 6. Section 513B.5, Code 1993, is amended by adding
the following new subsections:

NEW SUBSECTION. 3. A small employer carrier may replace
an existing health benefit plan with a new health benefit

plan. The premium rate for the new plan shall be developed
pursuant to section 513B.4 and must reflect the claim
experience of the previously existing plan.

NEW SUBSECTION. 4. A small employer carrier shall not

discontinue the sale or active marketing of a particular class

of plan or plans, unliess the carrier withdraws from all
marketing in this state directed at the small employer or has
obtained specific approval from the commissioner to do so.
The commissioner may approve the discontinuance upon a
demonstrated finding that the continued sale or active
marketing of a particular class of plan or plans will endanger
the solvency of the carrier or does not advance the purposes
of this section.

Sec. 7. Section 513B.10, subsection 1, Code 1993, is
amended to read as follows:

1. a. A Except as provided in section 513B.5, subsection

-3=-
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4, a small employer carrier, as a condition of transacting
business in this state with small employers, shall actively
offer to small employers at least two health benefit plans.
One health benefit plan offered by each small employer carrier
shall be a basic health benefit plan and one plan shall be a
standard health benefit plan.

b. (1) A small employer carrier shall issue a basic
health benefit plan er-a-standard-heatth-benefrt-pian to an
ettgibte a small employer that applies for either a plan if
the small employer is eligible for the plan pursuant to those

provisions set forth in section 514H.2, subsection 1, and

agrees to make the required premium payments and to satisfy
the other reasonable provisions of the health benefit plan not
inconsistent with this chapter.

(2) A small employer carrier shall issue a standard health

benefit plan to a small employer that applies for the plan and

agrees to make the required premium payments and satisfy the

other reasonable provisions of the health benefit plan not

inconsistent with this chapter.

(3) A small employer carrier establishing more than ocne
class of business shall maineain-and-issue-to-etigibie-smai
emptoyers, in each class of business established, maintain and

offer at least one basic health benefit plan and-at-ieast-one
standard-heatth-benefit-pian-in-each-ciass-of-business
established to a small employer, if the employer is determined

to be eligible for the basic health benefit plan pursuant to

the provisions set forth in section 514H.2, subsection 1, and

at least one standard health benefit plan. A small employer

carrier may apply reasonable criteria in determining whether
to accept a small employer provided all of the following
apply:

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

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

-4-
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claims experience of the small employer.

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

(d) The small employer carrier provides for the acceptance
of all eligible small employers, as defined in section S513B.2Z,

into one or more classes of business.

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

(3 4) Por-purpeses-of-this-iettered-paragraphy-a-smaii
empioyer-is-etigibie-1f-tt-empioyed-at-iteast-two-or-more
etigiblie-empioyees-within-this-state-on-at-teast-£fifty-percent
of-i1ts-days-of-operation-during-the-preceding-caiendar
quarters The provisions of this lettered paragraph shall be
effective oene-hundred-eighty-days-after-the-commiasionerts
upon a date as determined by the commissioner following the

commissioner's approval of the basic health benefit plan and
the standard health benefit plan.
Sec. 8. Section 513B.10, subsection 3, paragraph b, Code

1993, is amended to read as follows:
b. %fhe-ptan A small employer carrier shall waive any time

period applicable to a preexisting condition exclusion or
limitation period with respect to particular services in a
health benefit plan for the period of time an individual was

previously covered by qualifying previous coverage that

provided benefits with respect to such service, provided that
the qualifying previous coverage was continuous to a date not
tess more than threety ninety days prior to the effective date
of the new coverage. The period of continuous coverage shall

not include any waiting period prior to the effective date of

the new coverage applied by the employver or the carrier, This

paragraph does not preclude application of any waiting period

applicable to all new enrollees under the health benefit plan.
Sec. 9. Section 513B.1l0, subsection 3, paragraph e, Cocde

1993, is amended by adding the following new subparagraph:

-5




12
13
14

s.r. D& H.F.

NEW SUBPARAGRAPH. (3) A small employer carrier may modify
a small employer's health benefit plan, other than a basic or

standard health benefit plan, provided the modifications apply
to all eligible employees and dependents of that small
employer,

Sec. 10. Section 513B.11, subsection 1, paragraphs a and
¢, Code 1993, are amended to read as follows:

a. A Upon the approval of a plan of operation by the

COMMLSS10Ner under sectron 513B.13, subsection 4, a small

. . —
employer carrier authorized to transact the business of

insurance in this state shall notify the commissioner at-the
time-of-asuthorizatien of the carrier's intention to operate as
a risk-assuming carrier or a reinsuring carrier. The
notification shall be made as deemed appropriate 5§-T%e

15 commissioner. A small employer carrier seeﬁxng to operate as

16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

a risk-assuming carrier shall make an application pursuant to

section 513B.12.

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

been acquired by another such carrier, the commissicner may

walve or modify the time periods established in paragraph "b",
Sec. 11. Section 513B.13, subsection 3, paragraph b, Code
1993, is amended to read as follows:
b. In appeinting the members of the board, the

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

Sec. 12. Section 513B.13, subsection 6, Code 1993, is
amended to read as follows:




.F. 352 B.F.

1 6. The plan of operation shall do all of the following: .
2 a. Establish procedures for the handling and accounting of
3 program assets and moneys, and for an annual fiscal reporting
4 to the commissioner.
5 b. Establish procedures for selecting an administering
6 carrier and setting forth the powers and duties of the
7 administering carrier.
8 c. Establish procedures for reinsuring risks in accordance
9 with the provisions of this section.
1¢ d. Establish procedures for collecting assessments from
11 reinsuring carriers to fund claims and administrative expenses
12 incurred or estimated to be incurred by the program.
13 e. Establish a methodology for applying the dollar
14 thresholds contained in this section for carriers that pay or
15 reimburse health care providers through capitation or a
16 salary.
17 f. Provide for any additional matters necessary to .
18 implement and administer the program.
19 Sec. 13, Section 513B.16, Code 1993, is amended to read as
20 gotlows:
21 513B.16 APPLICABILITY OF CERTAIN STATE LAWS.
22 The provisions of subchapter IT of this chapter 5i4H shall

23 not appTy'To Daslc Nealth peneric gians and Standard neastn

24 benefit plans as provided for in subchapter I of this chapter,
25 except FOr SECtion 5:4H+8 513B.39.

26 Sec. 14, ection 513B.17, Code 1993, is amended by adding
L
27 the following new subsection:
S S
28 NEW SUBSECTION. 4. The commissioner may, with the

29 concurrence Of

the poard

of the Iowa small éleoyer nealth
M

30 reinsurance program established in section $13B.13, extend the
f e e

31 applicability of the provisions of this chapter to employers

32 employlnémuﬁﬂéo-flfty full time equlvalent employeesra
33 Llndmg that the market for health insurance coverage for .
k... . ] "

34 employer groups employing between twenty-five and fift

35 employees is constricted and not comgetitive, or_upon a

_7_




finding that the purpose of this chapter will be furthered by

A

such extension. The extension of the agplicability of this

chapter may exclude section 513B.13 relating to reinsurance.

Upon the extension of the applicability to employers employing
S oo A

1
2
3
4
5 up to fifty full-time equivalent emglozees the definition of
6
7
8
9

"small employer" is deemed to include employers of up to fifty
full-time esuivalent emgloxees.
Sec. 15. NEW SECTION. S513B.17A RESTORATION OF TERMINATED
COVERAGE.
10 The commissioner may adopt rules to require small employer

11 carriers, as a condition of transacting business with small

12 employers in this state after July 1, 1993, to reissue a

13 health benefit plan to any small employer whose health benefit
14 plan is terminated or not renewed by a carrier after January
15 1, 1993, unless the carrier's termination is pursuant to

le section 513B.5. The commissioner may prescribe such terms for
17 the reissuance of coverage as the commissioner finds are

18 reasonable and necessary to provide continuity of coverage to
19 such employers.

20 Sec¢. 16, Section 514H.1, unnumbered Earagraeh 1, Code

21 1993, is amended to read as follows:
- em——— e S - - = - -

22 As used in this ehapter subchapter, unless the context

23 otherwise reguires:

24 Sec, 17. Section 514H.9, Code 1993, is amended to read as
25 follows:

26 514H.9 PRESUMED ALLOWANCE OF COST-CONTAINMENT PROCEDURES.

27 A cost-containment restriction otherwise imgosed bx state
28 law does not aEEIx to a basic benefi& coverage policx or

29 subscriEtion contract unless the commissiaoner finds after
e
30 actuarial review that the restricted cost-containment measure
w‘“

31 is nee cost-effective, and its exclusion is not in the best
.

L -~ =
32 interests of affordable health care cgverage.

33 Sec. 18. Sectiom 514H.12, subsection 2, paragraph b, Code
34 1993, is amended to read as follows:

35 b. The employer, empioys-twenty-five-or-fewer on at least

_8_
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fifty percent of the employer's working days during the

preceding year employved not less than two and not more than

twenty-five full-time equivalent employees.
Sec. 19. EMERGENCY RULES. Pursuant to section 1l of this
Act, the commissioner of insurance shall adopt administrative

rules under section 17A.4, subsection 2, and section 17A.5,
subsection 2, paragraph "b", to implement the provisions of
this Act and the rules shall become effective immediately upon

€O O ~ h W B W

filing, unless a later effective date is specified in the
rules. Any rules adopted in accordance with the provisions of
this section shall also be published as notice of intended
action as provided 1n section 17A.4,

Sec. 20, CODE EDITOR TRANSFERS.

1. The Code editor shall transfer sections 514H.1 through
15 514H.12 to be a new subchapter II of chapter 513B comprising
16 new sections 513B.31 through 5138.43.
17 2. The Code editor shall designate sections 513B.1 through
18 513B.29 as new subchaeter I.
19 3. The Code editor shall correct all internal citations
20 and references consistent with the transfer of the Code
21 sections as Erovided in this section.
22
23
24
25
26
27
28
29
30
31
32
33
34
35
SF 362
mj/cc/26
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Section 1. Seﬁtion S13B.2, subsections 10 and 16, Code
1993, are amended to read as follows:

10. a. "Health benefit plan" or "plan" means any hospital
or medical expense incurred policy or certificate, major
medical expense insurance, hospital or medical service plan

contract, or health maintenance organization subscriber
contract.

b. "Health benefit plan" does not include accident-only,
credit, dental, or disability income insurance, coverage
issued as a supplement to liability insurance, workers'
compensation or similar insurance, or automobile medical-
payment insurance.

c. "Health benefit plan" also does not include policies or

certificates of specified disease, hospital confinement

indemnity, or limited benefit health insurance if the carrier

offering such policies or certificates complies with all of

the following:

(1) The carrier files on or before March 1 of each year a

certification with the commissioner that contains the

following statement and information:
(a) A statement from the carrier certifying that policies

or certificates described in this paragraph "c" are being

cffered and marketed as supplemental health insurance and not

as a substitute for hospital or medical expense insurance or

major medical expense insurance.

{b) A summary description of each policy or certificate

described in this paragraph "¢" including the average annual

premium rates or range of premium rates in cases where

premiums vary by age, gender, or other factors, which are to

be charged for such policies and certificates in this state.

(2) If a policy or certificate described in this paragraph
"e" is offered for the first time in this state on or after

Julv 1, 1993, the carrier files with the commissioner the

information and statement required in subparagraph (1) at
least thirty days prior to the date such policy or certificate

-]
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is issued or delivered in this state.

16. "Small employer" means a person actively engaged in
business who, on at least fifty percent of the employer's
working days during the preceding year, employed ne-more-than
not less than two and not more than twenty-five full-time

equivalent eligible employees. In determining the number of
eligible employees, companies which are affiliated companies
or which are eligible to file a combined tax return for
purposes of state taxation are considered one employer.

Sec. 2. Section 513B.4, subsection 3, Code 1993, 1is
amended to read as follows:

3. For purposes of this section, a health benefit plan
that uetiiszes contains a restricted prevides network provision
shall not be considered similar coverage to a health benefit
plan that does not mtriize contain such a netwerk provision,
provided-that-utitization-of-the-restricted-provider if the
restriction of benefits to network providers results in

substantial differences in claims costs.
Sec. 3. NEW SECTION. ©G513B.4A EXEMPTION FROM PREMIUM RATE
RESTRICTIONS,

A Taft Hartley trust or a carrier with the written

authorization of such a trust, may make a written reguest to
the commissioner for an exemption from the application of any
provisions of section 513B.4 with respect to a health benefit
plan provided to such a trust. The commissioner may grant an
exemrptlion if the commissioner £inds that application of
section 513B.4 with respect to the trust would have a
substantial adverse effect on the participants and
beneficiaries of such trust, and would require significant
modifications to one or more collective bargaining
arrangements under which the trust is established or
maintained. An exemption granted under this paragraph shall
not apply to an individual if the individual participates in a
trust as an associate member of an employee organization.
Sec. 4. Section 513B.5, Code 1993, is amended by adding
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the following new subsections:

NEW SUBSECTION. 3. A small employer carrier may replace
an existing health benefit plan with a new health benefit
plan. The premium rate for the new plan shall be developed
pursuant to section 513B.4 and must reflect the claim

experience of the previously existing plan.
NEW SUBSECTION. 4, A small employer carrier shall not
discontinue the sale or active marketing of a particular class

of plan or plans, unless the carrier withdraws from all
marketing in this state directed at the small employer or has
obtained specific approval from the commissioner to do so.
The commissioner may approve the discontinuance upon a
demonstrated finding that the continued sale or active
marketing of a particular class of plan or plans will endanger
the solvency of the carrier or does not advance the purposes
of this section.

Sec. 5. Section 513B.10, subsection 1, Code 1993, is
amended to read as follows:

1. a. A Except as provided in section 513B.5, subsection

4, a small employer carrier, as a condition of transacting
business in this state with small employers, shall actively
offer to small employers at least two health benefit plans.
One health benefit plan offered by each small employer carrier
shall be a basic health benefit plan and one plan shall be a
standard health benefit plan.

b. (1) A small employer carrier shall 1ssue a basic
health benefit plan er-a-standard-heaith-benefit-pian to an
etigibte a small employer that applies for etther a plan if
the small employer is eligible for the plan pursuant to those

provisions set forth in section 514H.2, subsection 1, and

agrees to make the required premium payments and to satisfy
the other reascnable provisions of the health benefit plan not
inconsistent with this chapter.

(2) A small employer carrier shall issue a standard health

benefit plan to a small employer that applies for the plan and

-3-
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agrees to make the required premium payments and satisfy the

other reasonable provisions of the health benefit plan not

inconsistent with this chapter.
(3) A small employer carrier establishing more than one

class of business shall maintain-and-issue-te-eiigible~-amatl
empioyers, in each class of business established, maintain and

offer at least one basic health benefit plan and-at-ieast-one

standard-heaith-benefit-ptan-in-each-ciass-cf-business
estabiished to a small employer, if the employer is determined
to be eligible for the basic health benefit plan pursuant to

the provisions set forth in section 514H.2, subsection 1, and

at least one standard health benefit plan. A small employer

carrier may apply reasonable criteria in determining whether
to accept a small employer provided all of the following

apply: .
(a) The criteria are not intended to discourage or prevent

acceptance of small employers applying for a basic or standard
health benefit plan.

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

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

(d) The small employer carrier provides for the acceptance
of all eligible small employers, as defined in section 513B.2,

into one or more classes of business.

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

(3 4) Por-putposes-of-this-iettered~paragraphr-a-sma}i
empioyer-is-eligible-if-de-empioyed-at-teast-two-or-more
etigiblie-employees-within-this-scate-on-at-teast-fsfey-percent
of-1tas-days-of-operation-during-the-preceding-ecatendar
guarters The provisions of this lettered paragraph shall be
effective one-hundred-eighty-days-after-the-cemmissioneria
upon & date as determined by the commissioner following the

-4~




O ~J v W B W R

11
12
13
14
15

«
4

17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

commissioner's approval of the basic health benefit plan and

the standard health benefit plan.

Sec., 6. Section 513B.10, subsection 3, paragraph b, Code
1993, is amended to read as follows:

b. ®he-pian A small employer carrier shall waive any time

period applicable to a preexisting condition exclusion or
limitation period with respect to particular services in a
health benefit plan for the period of time an individual was

previously covered by qualifying previous coverage that

provided benefits with respect to such service, provided that
the qualifying previous coverage was continuous to a date not
tess more than thrrty ninety days prior to the effective date
¢f the new coverage. The period of continuous coverage shall

not include any waiting period prior to the effective date of

the new coverage applied by the employer or the carrier. This

paragraph does not preclude application of any waiting period

applicable to all new enrollees under the health benefit plan.
Sec. 7. Section 513B.10, subsection 3, paragraph e, Code
1992, is amended by adding the following new subparagraph:
NEW SUBPARACRAPE. (3) A small employer carrier may modify
a small employer's health benefit plan, other than a basic or

standard health berefit plan, provided the modifications apply
to all eligible employees and dependents cof that small
employer.

Sec. 8. Section 513B.11, subsection 1, paragraphs a and c,
Code 1993, are amended to read as follows:

a. A Within ninety days after a plan of operation is

approved by the commissioner under section 513B.13, subsection

4, a small employer carrier authorized to transact the
business of insurance in this state shall notify the
commissioner at-the-time-of-muthorization of the carrier's
intention to operate as a risk-assuming carrier or a
reinsuring carrier. A small employer carrier seeking to
operate as a risk-assuming carrier shall make an application
pursuant to section 513B.12.
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c¢. The commissioner shall establish an application process
for small employer carriers seeking to change their status
pursuant to this subsection. If a small employer carrier has

been acquired by another such carrier, the commissioner may

waive or modify the time periods established in paragraph "b".

Sec. 8. Section 513B.13, subsection 3, paragraph b, Code
1993, is amended to read as follows:

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

Sec. 10. Section 513B.13, subsection 6, Code 1993, is
amended to read as follows: .

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

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

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

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

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

e. Establish a methodcoclogy for applying the dollar

thresholds contained in this section for carriers that pay or

reimburse health care providers through capitation or a

salary.
f£f. Provide for any additional matters necessary to

-6-
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implement and administer the program.

Sec, 11, NEW SECTION. 513B.17A RESTORATION QOF TERMINATED
COVERAGE.

The commissioner may adopt rules to regquire small employer

carriers, as a condition of transacting business with small
employers in this state after July 1, 1993, to reissue a
health benefit plan to any small employer whose health benefit
plan is terminated or not renewed by a carrier after January
l, 1993, unless the carrier's termination 1is pursuant to
section 513B.5., The commissioner may prescribe such terms for
the reissuance of coverage as the commissioner finds are
reasorable and necessary to provide continuity of coverage to
such employers. _

Sec. 12. Section 514H.12, subsection 2, paragraph b, Code
1993, is amended to read as follows:

b. The employer, empieys-twenty-five-or-fewer on at least

fifty percent of the employer's working days during the

preceding yvear employed not less than two and not more than

twenty-£five full-time eguivalent employees.
Sec. 13. EMERGENCY RULES. Pursuant to section 1l of this
Act, the commissioner of insurance shall adopt administrative

rules under section 17A.4, subsection 2, and section 17A.5,
subsection 2, paragraph "b", to implement the provisions of
this Act and the rules shall become effective immediately upon
filing, unless a later effective date is specified in the
rules. Any rules adopted in accordance with the provisions of
this section shall alsoc be published as notice of intended
action as provided in section 17A.4.
EXPLANATION

This bill amends certain provisions relating tc small group
health care coverage and the availability and affordability of
such coverage.

The bill amends several sections in chapter 513B relating
to small group rating practices and the availability of health
insurance coverage. The definition of "health benefit plan"

-7 -
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is expanded to include major medical expense insurance, but
excludes policies or certificates of specified disease,
hospital confinement indemnity, or limited benefit health
insurance, so long as the insurance carrier files a statement
with the commissioner that such coverage is being offered as
supplemental health insurance with a description of the policy

or certificate. New section 513B.4A is created to provide

that a Taft Hartley trust or a carrier with a written
authorization of such a trust may request an exemption from
the commissioner from the application of section 513B.4, which
relates to restrictions on premium rates. Section 513B.5 is
amended by providing that a small employer carrier that
replaces an existing peolicy with a new plan is to blend the
experience of the previously existing policy with the new
policy, and that a small employer carrier discontinuing the
sale of a particular class of policy or policies must withdraw
from all marketing in Jowa directed toward small employers or
obtain approval from the commissioner.

Section 513B.10 is amended to provide that a small employer
carrier is to waive any applicable time period relating to a
preexisting condition exclusion or limitation for the period
of time an individual was previously covered by qualifying
coverage, provided that the coverage was continuous to a date
not more than 90 days prior to the effective date of the new
coverage. Previously, qualifying coverage had to be
continuous to a date not less than 30 days prior to such
effective date. -

Section 513B.11 is amended to provide that the commissioner
may waive the time periods established for a carrier which
intends to act as a risk-assuming carrier in the case of a
small employer carrier which is acquired by another carrier
seeking to act as a risk-assuming carrier. Section 513B.13 is
amended to require that the board supervising the small
employer carrier reinsurance program is to establish a

5 methodology for applying the dollar thresholds established

-8-
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under chapter 513B for carriers which reimburse health care
providers through capitation or a salary.

New section S13B.17A is created which authorizes the
commissioner to adopt rules requiring small employer carriers,
as a condition of transacting business with small employers in
this state after July 1, 1993, to reissue a health benefit
plan to a small employer whose plan is terminated or not
renewed after January 1, 1993.

Section 514H.12 is amended to provide that the definition
of "small employer" includes employers who employ on at least
50 percent of the employer's working days not less than two
nor more than 25 full-time equivalent eligible employees.

LSB 2646SC 75
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SENATE FILE 362

AN ACT
RELATING TO $SMALL GROUP RATING PRACTICES AND THE AVAILABILITY
OF REARLTH INSURARCE COVERAGE.

BE IT ENACTED BY THE GEMERAL ASSEMBLY OF THE STATE OF IOQWA:

Section 1. Section S$13B.1, Code 1993, 1s amended to read
as follows:

513B.1 TITLE -- PURPOSE.

1, Thls ehepter subchapter shall be known and may be cited
as the “"Model Small) Group Rating Law".

2. The Intent of this ehapter subchapter 16 to promote the
availability of health insurance coverage to emall employers,
to prevent abusive rating practices, to require disclosure of
tating practices to purchasers, to establlsh rules for
continuity of coverage for employers and covered individuals,
and to improve the efflciency and falrness of the small group
health insurance marketplace.

Sec. 2. Section 513B.2, Code 1993, is amended by adding
the follewing new unnumbered paragraph before subsection 1t

HEW UNNUMBERED PARAGRAPH. As used ln this subchapter,
unless the context othecrwlse requires:

Sec, 3. Section S13B.2, subsections 10 and 16, Code 1993,
are amended to read as follows:

10. a. "Health benefit plan" or "plan" means any hospatal
or medical expense incurred policy ot certificate, major

Senate File 362, p. 2

medical expense insurance, hospital oc medical service plan
contract, or health maintenance organization subscriber
cantract .

b. IHealth benefit plan” does not include accident-only,
credit, dental, or disability income insuwrance, coverage
issued as a supplement to liability insurance, wockers'
compensation or similar insurance, or automobile medical-
paymrent insurance,

c.

offering such policies or certificates complies with all of

the following:

{1) The carrier files on ot before March 1 of each year a
cectification with the commissioaec that contains the

following statenent and information:

fa) _A statenent from the carraer certifying that policies
o1 _certificates described in this paragraph "c* are being

offered and_marketed as_supplemental health insurance and not

as a substituyte for hospital or medical expense insurance or

major medical expense insurance.

(b) A sumaacy description of each policy or certilicate
described in this paragraph_“c" including the average annual
premium rates or range of premium rates in cases where
premiums vary by age, gender, or other factors, which are to
be charged for such policies and certificates Ln this state.

[2) 1f a policy ot certificate described in this paragraph
“c" 13 offered for the first time in this state on or after
July 1, 1993, the carrier files «with the comnissioner the
information and statement requited in _subparagrapb (1) at

least thicty days prior to the date such policy or certificate
ig _issued or delivered in this state.

16, "Small employer" means a person actively engaged in
business who, on at least fifty percent of the employer's
wotking days during the preceding year, employed mo-more-than
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not less than two and not more than twenty-Five full-time
equivalent eligible employees. [n determinlng the number of
eligible employees, companies which are affiliated companies
or which are eligible to file a combined tax retucn for

purposes of state taxatlon are coasidered one employer.

Sec, 4. Section S13B.4, subsection 3, Code 199], ls
amended to read as follows:

3. Por purposea of this sectlon, a health beneflt plan
that webiézes containg a cestricted provider network provision
shall not be considered similar coverage to a health benefit

provided-that-utitization-of-the-resktrscted-provider if the

restriction of benefits to network providers results in

subhstantial differences in claims costa.

Sec, 5, MNEW SECTION. 513B.4A EXEMPTION FROM PREMIUM RATE
RESTRICTIONS.

A Taft-Hartley trust or a carrier with the written
authorization of such a trust, may make a written reguest to
the commissloner for an exemption from the applicarion of any
provislons of section 513B.4 with respect to a health benelit
plan provided to such a trust. The comuissioner may grant an
exemption 1€ the commlssioner €inds thar application of
section 513B.4 wlth rvespect to the trust would have a
substantial adverse effect on the particlpants and
beneflciaries of such trust, and would require sigmificant
modifications to one or more collective bargaining
acrrangements under which the trust is established or
maintained. An exemption gramted under this paragraph shall
not apply to an individyal if the individual participates in a
trust as an associate member of an employee organization.

Sec. 6. Section 513B.%, Code 1993, is amended by adding
the following new subsections:

HEW SUBSECTION. 3. A small employec cacrtier may replace
an existing health benefit plan with a new health benefit
plan, The premium crate for the new plan shall be developed
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puzsJdant to section 5S13B.4 and must reflect the claim
experience of the previcusly exlsting plan,

4. A small employer carrier shall not
discontinue the sale or active narketing of a particular class
of plan or plans, unless the carcier withdraws fronm all
marketing la thls state directed at the small employer or has
obtained speciflc approval from the cormissloner to do so.

The commisaloner may approve the discontinuance upon a
deronstrated finding that the continued sale or actaive
marketing of a particular ¢lass of plan or plans will endange:
the solvency of the carrier or does not advance the purposes
of this secticn.

Sec. 7. Section $13B.10, subsection 1, Code 1993, is
amended to tead as follows:

L. a. M Except as provided in section $13B.5, subsectlon

4, a small employer carrier, as a condition of transacting
business in this state with small employers, shall actively
offer to small employers at least two health benefit plans.
One health benefit plan offered by each small employer carrier
ahall be a basic health benefit plan and one pltan shall be a
atandard health benefit plan.

b. (1) A smallt employer carrier shall lssue a basic
health benefit plan oc-a-standard-neaith-benefit-pian to an
eitgtbte a2 amall employer that applies for erenee a plan if
the small employer 1s eligible for the plan pursuant to those
provisions set Forth in section 5l4H.2, subsection 1, and

agrees to make the required premium payments and to satisty
the other reasonable provisions of the health benefir plan not
inconsistent with this chapter.

(2} A soal) employer carrier shall issue a standacd health

benefit plan o a small erployer that applies for the plan and
agrees to make the required premium paveents and satisfy the
other reasonable provisions of the health benefit plan not
inconsistent with this chapter.
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{3) A small employer carrler establlshing more tham one
class of business shall maintein-and-isaue-to-ettgibie-amalt
empteyers, in_each class of buslness established, maintain and
offer at least one basic health benefit plan and-at-iteast-one
srandard-heatth-banefit-pian-tn-each-ctass-of-businass
estabitshed to a small employer, if the employer ls determined
to be eligible for the basic health beneflit plan pucsuant to
the provisions set forth in sectlon 514H.2, subsection L, and
at least one standard health benefit plan. A small employer
carrier may apply reasonable crlterla in determining vhether
to accept a small employer provided all of the following
apply:

{a) The criteria are not 1ntended to discourage or prevent
acceptance of small employers applying for a baslc or standard
health beneflt plan.

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

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

{d] The small employer carrlec provides for the acceptance
of all eliglble spall employers, as defined in section 5138.2,

into one or more classes of business.

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

{3 4) Por-purposes-of-thes-tettered-paragraphr-a-smali
employer-ta-etigibke-if-tt-empioyed-at-teast-two-or-moce
etigibie-employees-within-this-state-on-at-tease-Frity-percent
of-trs-days-of-operation-ducing-the-precedng-catendar
quarter; The provisions of this lettered paragraph shall be
effective one-hundred-etghty-days-after—the-commissronsr's
upon a date as determined by the commissioner tollowing the

comnissioner's approval of the bas:c health benefit plan and
the standard health denefit plan.
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Sec. B. Section 5113B.10, subsection 3, paragraph b, Code
1993, is amended to read as follows:

b. ¥Fhe-pien A small employer carcrier shall waive any time

petiod applicable to a preexisting condition exclusion or
linitation period with respect to particular secvices in_a
previously covered by qualifylag previous coverage that
provided benefits with respect to such service, provided that
the qualifying previous coverage was continuous to a date not
tess more than thirey ninety days prior to the eftective date
of the new coverage. The period of continuous coveraqge shall
not include any waiting period prior to the effective date of
the new coverage applied by the employec or the carrier. This
paragraph does not preclude application of any waiting period
appllcable to all new entollees under the health benefit plan.

Sec. 9, Section 513B.10, subsection 3, paragraph e, Caode
1993, is amended by adding the following new subparageaoh:

NEW SUBPARAGRAPH, [3) A small employer cacrier may modify
a gmall employer's health beneflt plan, other than a basic or
standard health beneflt plan, provided the modifications apply
to all eliglble employees and dependents of that small
employer.

Sec. 10. Sectlon 5138.11, subsection 1, paragraphs & ana
c, Code 1993, are arended to read as follows:

a. A Upon the approval of a plan of operation by the
comnissioner under section SL3B.13, subsection 4, & small

employce carrier authorized to transact the business of
insurance in thi«s state shall notify the commissioner a®-tne
time-of-authorieation of the carrier’s iatention to operate as
a risk-assuming carrier or a reinsuring carrvier. The
notification shall be made as deemed appropriate by the

comrissioner., A small employer carrier seeking to operate as
a risXx-assuming cacriec shall make an applicarion pursuant to
section 513B.12.

29t d4S
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¢. The compissioner shall establish an application process
for small employer carriers seeking to change thelr status
pucsuant to this subsection, 1If a small employer carcier has

been_acquired by another such carrier, the commissioner nay
walve or modify the time peviods established In pacagraph "b".

Sec, 11, Section 513B.13, subsection 3, paragraph b, Code
1993, 1s amended to read as follows:

b. 1In appeolnting the members of the board, the
commissioner ahall include representatives of small employers
and small employer catriers and such other individvals as
determined to be qualified by the commissicner. At least five
of the members of the board shall be representatives ot
veinsurtng carciers and shall be selected from indlviduals
nominated by small employer carriers in thls state pucsuant to
procedures and guidelines provided by rule of the
commissioner.

Sec. 12, Section 513B.13, subsection &, Code 1993, s
amended to read as follows:

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

a. Establish procedures for the handling and accounting of
progran assets and moneys, and For an annuwal fiscal reporting
to the commissioner.

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

c. Establish procedures for reinsuring tisks in accerdance
with the provasions of this secticn.

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

e. Establiah a rethodology Eor applying the dellar
thresholds contatned 1n this section for catciers that pay or
relmburse health care providers through capitation oc a

salary.
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£, Provide for any add:tional matters necessary to
implement and administer the progranm.

Sec. 13, Section 513B.16, Code 1993, is amended to read as
follows:

513R.16 APPLICABILITY OF CERTAIN STATE LAWS.

The provisions of subchapter IT of this chaptetr S53i4H shall
not apply to basic health benefit plans and standard health
benefit plans as provided for in subchapter [ of this chapter,
except for section S¥4H<8 513B.39.

Sec. 14. Section 513B.17, Code 1991, is amended by adding
the following new subsection:

HEW SUBSECTION. 4. The commissioner may, with the

concurcence of the board of the Iowa small employer health
teinsutance program establisned i1n section S13B.13, extend the
applicability of the provisions of this chapter to employers
enploying up to Eifty Cfull-time equivalent employees upon a
finding that the market for health insurance coverage for
employer groups employing between twenty-five and fifty
employees 1s constricted and not ccmpetitive, ot upon a
finding that the pucrpose of this chapter will be furthered by
such extension. The extension of the applicability of this
chapter may exclude section 513B.13 relating to reinsurance.
Upon the extemsion of the applicability to employers employing
up to Fifry full-time equivalent employees the definition of
"small employet” 1s deemed to include employers of up teo fifty
full-time eguivalent employees.

Sec. 15. NEW SECTION. 513B.17A RESTORATION OF TERMIWATED
COVERAGE.

The commissioner may adopt rules to require small employer
carrlers, as a condition of transacting business with small
employers in this state after July 1, 199}, to reissue a
health benefit plan to any small employer whose health benclit
plan is terminated or not tenewced by a carcier atter January
1, 1993, unless the carrier's termination 1s putsuant to
section S131B.5, The commissioner nmay prescribe such rerms (oc
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the relesuance of coverage as the commissioner finds arce 2. The Code editor shall designate sections 513B.1 through

teasonable and necessary to provide continuity of coverage to £131B.29 as new subchapter 1.

such employers. 3. The Code editor shall cotrtect all intermal citations
sec. 16, Section 5144.1, unnumbered patagrapb 1, Code and references consistent with the transfer of the Code

1993, is amended to read as follows: sections as provided in this section,
As used Iln this ehapter subchapter, unless the context

otherwiase requires:
Sec. 17. Section S14H.9, Code 1993, is amended to read as . o

Eollows: LEONARD L. BOSWELL
§144.9 PRESUMED ALLOWANCE OF COST-CONTAIHMENT PROCEDURES . President of the Senate
A cost-contairment restriction otherwise imposed by state

law does not apply to a basic benetfit coverage policy or

subscription contract unless the commissionec finds after

actuarial review that the restricted cost-containment measure HAROLD VAN MAANEN

is net coast-effective, and its excluslon is not in the best Speaker of the House
intereats of atfordable health care coverage.
Sec. 18, Sectlon 514H.12, subsection 2, paragraph b. Code I hereby certify that this bill originated in the Sepate and
1993, is amended to read as follows: is known as Sepate File 362, Seventy-fifth General Assembly.
b. The employer, empioys-twenty-five-or-fewer on at least
fifty percent of the employer's working days during the
preceding year employed not less than two and not wore than
twenty-five full-time equivalent employees. JOHN F. DHYER
Sec. 19. EMERGENCY RULES. Pursvant to section 11 of this Secretary of the Senate
Act, the commissioner of insutance shall adept administrative Approve - __;3; 1993
rules under section 17A.4, subsection 2, and section 17A.5,
subsection 2, paragraph "b", to implement the provisionsa of
this Act and the rules shall become effective immediately upon
Ftling, unless & later effective date is specifled in the TERRY E. BRANSTAD

rules. Any rules adopted in accordance with the provisicns of Govetnor
this section shall also be published as notice of intended
action as provided in section 17A.4.
Sec. 20, CODE EDITOR TRANSFERS.
1. The Code editor shall transfer sections 514H.1 through
514H.17 to be a new subchapter I1I of chapter 5138 comprising
new sections 513B.31 through 513B.43.




