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1 1 Section 1. Section 422.7, Code 1995, is anended by adding
the foll owi ng new subsection

NEW SUBSECTI ON.  32. Subtract, to the extent not otherw se
deducted in conputing adjusted gross inconme, the anmpunts paid
by the taxpayer for the purchase of health insurance for the
t axpayer or taxpayer's spouse or dependent.

Sec. 2. NEWSECTION. 505.22 SELF-FUNDED EMPLOYER-
SPONSORED HEALTH BENEFI T PLAN PARTI Cl PATI ON | N | OMA | NDI VI DUAL
HEALTH BENEFI T REI NSURANCE ASSCCI ATI ON
10 1. A self-funded enpl oyer-sponsored health benefit plan
11 qualified under the federal Enployee Retirenent |ncone
12 Security Act of 1974 may voluntarily elect to participate in
13 the lowa individual health benefit reinsurance association
14 established in section 513C. 10 in accordance with the plan of
15 operation and subject to such terns and conditions adopted by
16 the board of the association to provide portability and
17 continuity to its covered enployees and their covered spouses
18 and dependents subject to the sane terns and conditions as a
19 participating insurer.

20 2. If the federal Enployee Retirenent |Inconme Security Act
of 1974 is anended such that the state may require the

22 participation of a self-funded enpl oyer, the individua

23 reinsurance requirenents shall apply equally to such

24 enpl oyers.

25 3. Wen and if the federal governnent inposes conditions
26 of portability and continuity on self-funded enpl oyers

27 qualified under the federal Enployee Retirenent |ncone

28 Security Act of 1974 that the conm ssioner deenms are

29 substantially simlar to those required of lowa insurers,

30 coverage under such qualified plan shall be deened qualified
31 prior coverage for purposes of chapters 513B and 513C.

32 Sec. 3. Section 507B.4, subsection 1, Code 1995, is

33 anended by addi ng the foll owi ng new paragraph:

34 NEW PARAGRAPH. k. M srepresents the access to health care
35 practitioners under a nmanaged care health plan. The

1 comm ssioner shall adopt rules providing for nonitoring of

2 such pl ans.

3 Sec. 4. Section 513B.2, subsection 12, paragraph a,

4

5
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subpar agraph (3), Code 1995, is anended to read as foll ows:
(3) The individual requests enrollnent within
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N
H

—thirty
— sixty
2 6 days after termination of the qualifying previous coverage.
2 7 Sec. 5. Section 513B.2, subsection 12, paragraph c, Code
2 8 1995, is anmended to read as foll ows:
2 9 c. A court has ordered that coverage be provided for a
2 10 spouse or mnor or dependent child under a covered enpl oyee's
2 11 health benefit plan and the request for enrollnent is nmade
2 12 within

— sixty days after issuance of the court order.
2 13 Sec. 6. Section 513B.37, subsection 1, paragraph a, Code
2 14 1995, is amended to read as foll ows:
2 15 a. What benefits or direct pay requirements nust be
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16 minimally included in a basic or standard benefit coverage

17 policy or subscription contract.

18 Sec. 7. Section 513B.38, Code 1995, is anended by addi ng
19 the follow ng new subsecti on:

20 NEW SUBSECTION. 4. Upon the determ nation of the

21 conmi ssi oner pursuant to section 513B. 37, subsection 1,

22 paragraph "a", to include expanded preventative care services
23 and nental health and substance abuse treatnment coverage, the
24 commi ssioner shall do all of the follow ng:

25 a. Adopt by rule, with all due diligence, requirenents for
26 the provision of expanded coverage for benefits for expanded
27 preventative care services.

28 b. Adopt by rule, with all due diligence, requirenents for
29 the provision of coverage for benefits for nental health and
30 substance abuse services
31 Sec. 8. NEWSECTION. 513B.44 | ND VIDUAL HEALTH PLAN
32 PREM UM CREDI T.
33 1. The division shall adopt rules to inplenment and
34 adm nister the premiumcredit authorized by this section,
35 which rules shall include the m nimum standard application

1 formfor premiumcredit eligibility. Fornms shall be printed

2 by participating insurance comnpani es, heal th maintenance

3 organi zations, or health insurance purchasing cooperatives and
4 provided to individuals wishing to apply for premumcredit
5 eligibility.
6
7
8
9

2. The anmount of the premiumcredit is equal to twenty-
five dollars per nonth, per participating eligible individua

or fifty dollars per nonth per eligible famly purchasing a

health plan froman insurer, health maintenance organi zati on
10 or organi zed delivery systemauthorized to do business in this
11 state, whether purchased directly or through a health
12 insurance purchasing cooperative.

13 3. An individual or famly is eligible for participation
14 in the subsidized i nsurance premiumcredit health insurance

15 plan if the fanmily incone is less than or equal to two hundred
16 percent of the federal poverty |evel as published annually in
17 the federal register by the United States departnment of health
18 and human services. An application for eligibility is valid
19 for up to one year. Notwithstanding the incone requirenment of
20 this subsection, the division by rule may increase the incone
21 limtation for the purpose of increasing the nunber of

22 eligible individuals and fanmilies to assure that the prem um
23 credit is fully utilized to the extent authorized in this

24 section.

25 4. The earned premiumcredit is linted to the first full-
26 year equivalent participating eligible applications subnitted
27 under this section preapproved by the division in any single
28 fiscal year, which request in the aggregate four mllion five
29 hundred thousand dollars in earned prenmiumcredit.

30 5. The carrier shall credit to the participating

3l individual's or famly's premumliability, an anpbunt equal to
32 the premiumcredit earned pursuant to subsection 2. |f

33 purchased through a health insurance purchasing cooperative

34 the cooperative shall reduce the nmenber assessment to the

35 individual or fam |y by an equal armount.

6. The premiumcredit provided by this section is only
avai l able in connection with either of the follow ng:

a. A basic benefit plan approved by the conm ssioner.

b. A major nmedical policy approved by the comm ssi oner
provi ding coverage to an eligible individual or famly, either
on a group or individual basis. An individual or famly may
acquire group coverage for which they are financially
responsi bl e through an enployer's participation in a health
i nsurance purchasi ng cooperati ve.

7. The policy shall also satisfy any conditions inposed by
rul es adopted pursuant to subsection 1 which the conmm ssioner
determ nes are necessary or convenient to inplenent and
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adm ni ster the premumcredit.

8. a. A person submitting an intentionally fraudul ent
premiumcredit application forfeits the credit and shall pay
to the division a |iquidated danages penalty of one hundred
fifty percent of the credit forfeited

b. A person subnmitting a premumcredit application which
that person should have known was fal se forfeits the credit
and shall pay to the division a |iquidated damages penalty of
ten percent of the credit forfeited

9. The insurance carrier shall receive a premumtax
credit equal to, at mininmum the premumcredit earned by the
carrier's insureds pursuant to subsection 2.

10. The division shall subnmit an annual report to the
general assenbly concerning the nunber of eligible applicants
for the individual health plan premumcredit established in
this section, the nunber of applications approved and the
aggregat e anmount of premiumcredits issued to eligible
applicants, and the nunber and anpbunt of |iquidated danage
penal ti es assessed and col |l ect ed.

Sec. 9. NEWSECTION. 513C.1 SHORT TITLE

This chapter shall be known and nmay be cited as the
"Indi vidual Health Insurance Market Reform Act".

Sec. 10. NEWSECTION. 513C 2 PURPCSE

The purpose and intent of this chapter is to pronote the
avail ability of health insurance coverage to individuals
regardl ess of their health status or clains experience, to
prevent abusive rating practices, to require disclosure of
rating practices to purchasers, to establish rules regarding
the renewal of coverage, to establish limtations on the use
of preexisting condition exclusions, to assure fair access to
health plans, and to inprove the overall fairness and
efficiency of the individual health i nsurance market.

Sec. 11. NEWSECTION. 513C. 3 DEFIN TIONS

As used in this chapter, unless the context otherw se
requires:

1. "Actuarial certification" neans a witten statenent by
a menber of the American academy of actuaries or other
i ndi vi dual acceptable to the conm ssioner that an individua
carrier is in conmpliance with the provision of section 513C. 5
whi ch is based upon the actuary's or individual's exam nation,
including a review of the appropriate records and the
actuarial assunptions and nethods used by the carrier in
establishing premumrates for applicable individual health
benefit plans.

2. "Affiliate" or "affiliated" neans any entity or person
who directly or indirectly through one or nore internediaries,
controls or is controlled by, or is under common control wth,
a specified entity or person.

3. "Basic or standard health benefit plan" nmeans the core
group of health benefits devel oped pursuant to section 513C. 8.

4. "Bl ock of business" neans all the individuals insured
under the same individual health benefit plan.

5. "Carrier"” means any entity that provides individua
heal th benefit plans in this state. For purposes of this
chapter, carrier includes an insurance conpany, a group
hospital or medical service corporation, a fraternal benefit
soci ety, a heal th nmaintenance organi zati on, and any ot her
entity providing an individual plan of health insurance or
heal th benefits subject to state insurance regul ation.

6. "Conmm ssioner” neans the conm ssioner of insurance.

7. "Director" means the director of public health
appoi nted pursuant to section 135. 2.

8. "Eligible individual" nmeans an individual who is a

resident of this state and who either has qualifying existing
coverage or has had qualifying existing coverage within the
i mredi ately preceding thirty days, or an individual who has
had a qualifying event occur within the i nmedi ately preceding
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thirty days.

9. "Established service area" nmeans a geographic area, as
approved by the conmi ssioner and based upon the carrier's
certificate of authority to transact business in this state,
within which the carrier is authorized to provi de coverage or
a geographic area, as approved by the director and based upon
the organi zed delivery systemis |license to transact business
inthis state, within which the organi zed delivery systemis
aut hori zed to provi de coverage.

10. "Filed rate" neans, for a rating period related to
each bl ock of business, the rate charged to all individuals
with simlar rating characteristics for individual health
benefit plans.

11. "Individual health benefit plan" nmeans any hospital or
medi cal expense incurred policy or certificate, hospital or
nmedi cal service plan, or health mai ntenance organization
subscri ber contract sold to an individual, or any
di scretionary group trust or association policy providing
hospital or nedical expense incurred coverage to individuals.

I ndi vi dual health benefit plan does not include a self-insured
group health plan, a self-insured multiple enployer group

heal th plan, a group conversion plan, an insured group health
pl an, accident-only, specified disease, short-termhospital or
medi cal , hospital confinenent indemity, credit, dental,

vi sion, medicare supplenent, long-termcare, or disability

i ncome i nsurance coverage, coverage issued as a supplenent to
liability insurance, workers' conpensation or simlar

i nsurance, or autonobile medi cal paynent insurance.

12. "Organi zed delivery systent neans an organized
delivery systemlicensed by the director.
13. "Prem unm means all noneys paid by an individual and

eligible dependents as a condition of receiving coverage from
a carrier or an organi zed delivery system including any fees
or other contributions associated with an individual health
benefit plan.

14. "Qualifying event" nmeans any of the follow ng:

a. Loss of eligibility for nedical assistance provided
pursuant to chapter 249A or medi care coverage provided
pursuant to Title XVIIl of the federal Social Security Act.

b. Loss or change of dependent status under qualifying
previ ous cover age.

c. The attainment by an individual of the age of majority.

15. "Qualifying existing coverage" or "qualifying previous
coverage" neans benefits or coverage provi ded under any of the
fol | owi ng:

a. Any group health insurance that provides benefits
simlar to or exceeding benefits provided under the standard
heal th benefit plan, provided that such policy has been in
effect for a period of at |east one year.

b. An individual health insurance benefit plan, including
coverage provided under a health maintenance organi zati on
contract, a hospital or nedical service plan contract, or a
fraternal benefit society contract, that provides benefits
simlar to or exceeding the benefits provided under the
standard health benefit plan, provided that such policy has
been in effect for a period of at |east one year.

c. An organi zed delivery systemthat provides benefits
simlar to or exceeding the benefits provided under the
standard health benefit plan, provided that the benefits
provi ded by the organi zed delivery system have been in effect
for a period of at |east one year.

16. "Rating characteristics" neans denographi c or other
obj ective characteristics of individuals which are consi dered
by the carrier in the deternination of premumrates for the
i ndi vidual s and whi ch are approved by the conmi ssi oner

17. "Rating period" means the period for which prem um
rates established by a carrier are in effect.
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18. "Restricted network provision" neans a provision of an
i ndi vidual health benefit plan that conditions the paynment of
benefits, in whole or in part, on the use of health care
provi ders that have entered into a contractual arrangenent
with the carrier or the organi zed delivery systemto provide
heal th care services to covered individuals.

Sec. 12. NEWSECTION. 513C. 4 APPLICABILITY AND SCOPE

This chapter applies to an individual health benefit plan
delivered or issued for delivery to residents of this state on
or after July 1, 1995.

1. Except as provided in subsection 2, for purposes of
this chapter, carriers that are affiliated conpanies or that
are eligible to file a consolidated tax return shall be
treated as one carrier and any restrictions or linmtations
i nposed by this chapter shall apply as if all individua
heal th benefit plans delivered or issued for delivery to
residents of this state by such affiliated carriers were
i ssued by one carrier.

2. An affiliated carrier that is a health naintenance
organi zation having a certificate of authority under section
513C. 5 shall be considered to be a separate carrier for the
pur poses of this chapter.

Sec. 13. NEWSECTION. 513C. 5 RESTRICTIONS RELATING TO
PREM UM RATES.

1. Premiumrates for any block of individual health
benefit plan business issued on or after July 1, 1995, by a
carrier subject to this chapter are subject to the conposite
effect of all of the follow ng:

a. After making actuarial adjustnments based upon benefit
design and rating characteristics, the filed rate for any
bl ock of business shall not exceed the filed rate for any
other bl ock of business by nore than twenty percent.

b. The filed rate for any bl ock of business shall not
exceed the filed rate for any other block of business by nore
than thirty percent due to factors relating to rating
characteristics.

c. The filed rate for any bl ock of business shall not
exceed the filed rate for any other bl ock of business by nore
than thirty percent due to any other factors approved by the
conmi ssi oner .

d. Rating characteristics other than age, geographic area
and famly conposition shall not be used by a carrier without
the prior approval of the conm ssioner

e. Premiumrates for individual health benefit plans shal
comply with the requirenents of this section notw thstanding
any assessnents paid or payable by the carrier pursuant to any
rei nsurance programor risk adjustment nmechani sm

f. An adjustnent, not to exceed fifteen percent annually
due to the claimexperience or health status of a bl ock of
busi ness.

g. For purposes of this subsection, an individual health
benefit plan that contains a restricted network provision
shal | not be considered sinilar coverage to an individua
heal th benefit plan that does not contain such a provision,
provided that the differential in paynents nmade to network
providers results in substantial differences in claimcosts.

2. Notwi thstandi ng subsection 1, the comm ssioner, with
the concurrence of the board of the Iowa individual health
benefit reinsurance association established in section
513C. 10, may by order reduce or elimnate the allowed rating
bands provi ded under subsection 1, paragraphs "a", "b", "c",
and "f", or otherwise limt or elimnate the use of experience
rating. The conmissioner shall also devel op a recomendati on
for the elimnation of age as a rating characteristic, and
shal | submit such recommendation by January 8, 1996

3. Acarrier shall not transfer an individua
involuntarily into or out of a block of business.



4. The conmi ssioner nmay suspend for a specified period the
application of subsection 1, paragraph "a", as to the preni um
rates applicable to one or nore bl ocks of business of a
carrier for one or nore rating periods upon a filing by the
carrier requesting the suspension and a finding by the
commi ssioner that the suspension is reasonable in light of the
financial condition of the carrier.

5. A carrier shall make a reasonabl e disclosure at the
time of the offering for sale of any individual health benefit
plan of all of the foll ow ng:

a. The extent to which premumrates for a specified
i ndi vidual are established or adjusted based upon rating
characteristics.

b. The carrier's right to change premumrates, and the
factors, other than claimexperience, that affect changes in
prem um rates.

c. The provisions relating to the renewal of policies and
contracts.

d. Any provisions relating to any preexisting condition.

e. Al plans offered by the carrier, the prices of such
pl ans, and the availability of such plans to the individual

6. A carrier shall maintain at its principal place of
busi ness a conplete and detail ed description of its rating
practices, including information and docunentation that
demonstrate that its rating nmethods and practices are based
upon comonly accepted actuarial assunptions and are in
accordance with sound actuarial principles.

7. Acarrier shall file with the conm ssioner annually on
or before March 15, an actuarial certification certifying that
the carrier is in conpliance with this chapter and that the
rating methods of the carrier are actuarially sound. The
certification shall be in a formand manner and shall contain
i nformati on as specified by the comm ssioner. A copy of the
certification shall be retained by the carrier at its
princi pal place of business. Rate adjustnents nade in order
to comply with this section are exenpt fromloss ratio
requirements.

8. A carrier shall make the information and docunentati on
mai nt ai ned pursuant to subsection 5 available to the
commi ssi oner upon request. The information and docunentati on
shal | be considered proprietary and trade secret information
and shall not be subject to disclosure by the comi ssioner to
persons outside of the division except as agreed to by the
carrier or as ordered by a court of competent jurisdiction.

Sec. 14. NEWSECTION. 513C. 6 RENEWAL OF COVERAGE

1. An individual health benefit plan is renewable at the
option of the individual, except in any of the follow ng
cases:

a. Nonpaynent of the required prem uns.

b. Fraud or m srepresentation.

c The insured individual becones eligible for nedicare

coverage under Title XVIII of the federal Social Security Act.
d. The carrier elects not to renew all of its individua
heal th benefit plans in the state. 1In such case, the carrier

shal | provide notice of the decision not to renew coverage to
all affected individuals and to the comm ssioner in each state
in which an affected insured individual is known to reside at
| east ninety days prior to the nonrenewal of the health
benefit plan by the carrier. Notice to the comn ssioner under
thi s paragraph shall be provided at |east three working days
prior to the notice to the affected individuals.

e. The commissioner finds that the continuation of the
coverage would not be in the best interests of the
policyhol ders or certificate holders, or would inmpair the
carrier's ability to neet its contractual obligations.

2. Acarrier that elects not to renew all of its
i ndi vidual health benefit plans in this state shall be
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prohibited fromwiting new individual health benefit plans in
this state for a period of five years fromthe date of the
notice to the conmi ssioner.

3. Wth respect to a carrier doing business in an
est abl i shed geographic service area of the state, this section
applies only to the carrier's operations in the service area.

Sec. 15. NEWSECTION. 513C. 7 AVAILABILITY OF COVERAGE

1. Acarrier or an organized delivery systemissuing an
i ndi vidual health benefit plan in this state shall issue a
basi c or standard health benefit plan to an eligible
i ndi vi dual who applies for a plan and agrees to nmeke the
required premum paynments and to satisfy other reasonable
provi sions of the basic or standard health benefit plan. A
carrier or an organi zed delivery systemis not required to
i ssue a basic or standard health benefit plan to an individua
who nmeets any of the following criteria:

a. The individual is covered or is eligible for coverage
under a health benefit plan provided by the individual's
enpl oyer.

b. An eligible individual who does not apply for a basic
or standard health benefit plan within thirty days of a
qualifying event or within thirty days upon becom ng
ineligible for qualifying existing coverage.

c. The individual is covered or is eligible for any
continued group coverage under section 4980b of the Interna
Revenue Code, sections 601 through 608 of the federal Enployee
Retirenment Income Security Act of 1974, sections 2201 through
2208 of the federal Public Health Service Act, or any state-
requi red continued group coverage. For purposes of this
subsection, an individual who woul d have been eligible for
such continuati on of coverage, but is not eligible solely
because the individual or other responsible party failed to
make the required coverage el ection during the applicable tine
period, is deemed to be eligible for such group coverage until
the date on which the individual's continuing group coverage
woul d have expired had an el ecti on been nade.

2. Acarrier or an organi zed delivery systemshall issue
the basic or standard health benefit plan to an individua
currently covered by an underwitten benefit plan issued by
that carrier or an organi zed delivery systemat the option of
the individual. This option nmust be exercised within thirty
days of notification of a premumrate increase applicable to
the underwritten benefit plan.

3. a Acarrier shall file with the comm ssioner, in a
form and nanner prescribed by the comni ssioner, the basic or
standard health benefit plan to be used by the carrier. A
basic or standard health benefit plan filed pursuant to this
par agraph may be used by a carrier beginning thirty days after
it is filed unl ess the comm ssioner disapproves of its use

The commi ssioner may at any time, after providing notice
and an opportunity for a hearing to the carrier, disapprove
the continued use by a carrier of a basic or standard health
benefit plan on the grounds that the plan does not neet the
requi renents of this chapter.

b. An organized delivery systemshall file with the
director, in a formand nmanner prescribed by the director, the
basic or standard health benefit plan to be used by the
organi zed delivery system A basic or standard health benefit
plan filed pursuant to this paragraph nay be used by the
organi zed delivery systembeginning thirty days after it is
filed unless the director disapproves of its use.

The director may at any tine, after providing notice and an
opportunity for a hearing to the organi zed delivery system
di sapprove the continued use by an organi zed delivery system
of a basic or standard health benefit plan on the grounds that
the plan does not neet the requirenents of this chapter.

4. a. The individual basic or standard health benefit



pl an shall not deny, exclude, or limt benefits for a covered
i ndi vidual for |osses incurred nore than twelve nonths
following the effective date of the individual's coverage due
to a preexisting condition. A preexisting condition shall not
be defined nore restrictively than any of the follow ng:

(1) A condition that would cause an ordinarily prudent
person to seek nedi cal advice, diagnosis, care, or treatnent
during the twelve nonths i medi ately preceding the effective
date of coverage.

(2) A condition for which nedical advice, diagnosis, care,
or treatnment was reconmended or received during the twelve
mont hs i mredi ately preceding the effective date of coverage.

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

b. A carrier or an organi zed delivery systemshall waive
any tinme period applicable to a preexisting condition
exclusion or limtation period with respect to particular
services in an individual health benefit plan for the period
of tinme an individual was previously covered by qualifying
previ ous coverage that provided benefits with respect to such
services, provided that the qualifying previous coverage was
continuous to a date not nore than thirty days prior to the
effective date of the new coverage.

5. A carrier or an organi zed delivery systemis not
required to offer coverage or accept applications pursuant to
subsection 1 fromany individual not residing in the carrier's
or the organized delivery system s established geographic
access area

6. A carrier or an organi zed delivery systemshall not
nmodi fy a basic or standard health benefit plan with respect to
an individual or dependent through riders, endorsenents, or
other neans to restrict or exclude coverage for certain
di seases or nedical conditions otherw se covered by the health
benefit plan.

Sec. 16. NEWSECTION. 513C. 8 HEALTH BENEFI T PLAN
STANDARDS

The commi ssioner shall adopt by rule the formand | evel of
coverage of the basic health benefit plan and the standard
heal th benefit plan for the individual market which shall be
substantially simlar to those as provided for under chapter
513B with respect to small group coverage.

Sec. 17. NEWSECTION. 513C. 9 STANDARDS TO ASSURE FAI R
MARKETI NG

1. A carrier or an organi zed delivery systemissuing
i ndi vidual health benefit plans in this state shall nake
avai l abl e the basic or standard health benefit plan to
residents of this state. |If a carrier or an organi zed
delivery system deni es other individual health benefit plan
coverage to an eligible individual on the basis of the health
status or clainms experience of the eligible individual, or the
i ndi vidual 's dependents, the carrier or the organi zed delivery
system shall offer the individual the opportunity to purchase
a basic or standard health benefit plan.

2. Acarrier, or an organi zed delivery system or an agent
shal |l not do either of the foll ow ng:

a. Encourage or direct individuals to refrain fromfiling
an application for coverage with the carrier or the organi zed
delivery system because of the health status, clains
experience, industry, occupation, or geographic |ocation of
t he i ndividual s.

b. Encourage or direct individuals to seek coverage from
anot her carrier or another organized delivery system because
of the health status, clains experience, industry, occupation,
or geographic location of the individuals.

3. Subsection 2, paragraph "a", shall not apply with
respect to information provided by a carrier or an organi zed
delivery systemor an agent to an individual regarding the



est abl i shed geographic service area of the carrier or the
organi zed delivery system or the restricted network provision
of the carrier or the organi zed delivery system

4. A carrier or an organi zed delivery systemshall not,
directly or indirectly, enter into any contract, agreenent, or
arrangenent with an agent that provides for, or results in,
the conpensation paid to an agent for a sale of a basic or
standard health benefit plan to vary because of the health
status or permtted rating characteristics of the individua
or the individual's dependents.

5. Subsection 4 does not apply with respect to the
compensation paid to an agent on the basis of percentage of
prem um provided that the percentage shall not vary because
of the health status or other permitted rating characteristics
of the individual or the individual's dependents.

6. Denial by a carrier or an organized delivery system of
an application for coverage froman individual shall be in
witing and shall state the reason or reasons for the denial

7. Aviolation of this section by a carrier or an agent is
an unfair trade practice under chapter 507B

8. If a carrier or an organi zed delivery systementers
into a contract, agreenment, or other arrangenent with a third-
party adnministrator to provide adninistrative, narketing, or
ot her services related to the offering of individual health
benefit plans in this state, the third-party adm nistrator is
subject to this section as if it were a carrier or an
organi zed delivery system

Sec. 18. NEWSECTION. 513C. 10 |OAM |IND VI DUAL HEALTH
BENEFI T RElI NSURANCE ASSQOC!I ATI ON.

1. A nonprofit corporation is established to be known as
the lowa individual health benefit reinsurance association.
Al'l persons that provide health benefit plans in this state
i ncluding insurers providing acci dent and sickness insurance
under chapter 509, 514, or 514A; fraternal benefit societies
provi di ng hospital, nedical, or nursing benefits under chapter
512B; heal th nmai ntenance organi zati ons, organi zed delivery
systens, and all other entities providing health insurance or
heal th benefits subject to state insurance regul ation shall be
menmbers of this association. The association shall be
i ncorporated under chapter 504A, shall operate under a plan of
operation established and approved pursuant to chapter 504A,
and shall exercise its powers through a board of directors
establ i shed under this section

2. The initial board of directors of the association shal
consi st of seven nmenbers appointed by the conm ssioner as
foll ows:

a. Four nenbers shall be representatives of the four
| argest carriers of individual health insurance in the state,
excl udi ng nedi care suppl enment coverage prem ums, as of the
cal endar year endi ng Decenber 31, 1994.

b. Three nenbers shall be representatives of the three
| argest writers of health insurance in the state which are not
ot herwi se represented

After an initial term board menbers shall be nom nated and
el ected by the nenbers of the association

Menmbers of the board may be reinbursed fromthe funds of
the association for expenses incurred by them as menbers, but
shal | not otherw se be conpensated by the association for
their services

3. The association shall submt to the conmi ssioner a plan
of operation for the association and any amendnents to the
association's articles of incorporation necessary and
appropriate to assure the fair, reasonable, and equitable
adm ni stration of the association. The plan shall provide for
the sharing of |osses related to basic and standard plans, if
any, on an equitable and proportional basis anong the nenbers
of the association. |If the association fails to subnit a



suitabl e plan of operation within one hundred ei ghty days
after the appointment of the board of directors, the

commi ssioner shall adopt rules necessary to inplenent this
section. The rules shall continue in force until nodified by
the conmi ssioner or superseded by a plan submitted by the
associ ati on and approved by the comrissioner. |In addition to
other requirenents, the plan of operation shall provide for
all of the follow ng:

a. The handling and accounting of assets and funds of the
associ ati on.

b. The armount of and method for reinbursing the expenses
of board nenbers

c. Regular tinmes and places for neetings of the board of
directors.

d. Records to be kept relating to all financial
transactions, and annual fiscal reporting to the conm ssioner.

e. Procedures for selecting the board of directors.

f. Additional provisions necessary or proper for the
execution of the powers and duties of the association.

4. The plan of operation may provide that the powers and
duties of the association may be delegated to a person who
will performfunctions simlar to those of the association. A
del egation under this section takes effect only upon the
approval of the board of directors.

5. The association has the general powers and authority
enunerated by this section and executed in accordance with the

pl an of operation approved by the comm ssioner under
subsection 3. In addition, the association may do any of the
fol | owi ng:

a. Enter into contracts as necessary or proper to
admi nister this chapter.

b. Sue or be sued, including taking any |egal action
necessary or proper for recovery of any assessments for, on
behal f of, or agai nst nenbers of the association or other
partici pating persons.

c. Appoint fromanong nenbers appropriate |egal
actuarial, and other comrittees as necessary to provide
techni cal assistance in the operation of the association,
including the hiring of independent consultants as necessary.

d. Performany other functions within the authority of the
associ ati on.

6. Rates for basic and standard coverages as provided in
this chapter shall be determnmined by each carrier or organized
delivery systemas the average of the |owest rate avail abl e
for issuance by that carrier or organized delivery system
adjusted for rate characteristics and benefits and the maxi mum
rate allowable by |law after adjustments for rate
characteristics and benefits.

7. Following the close of each cal endar year, the
association, in conjunction with the comm ssioner, shal
require each carrier or organized delivery systemto report
the amount of earned premiuns and the associ ated paid | osses
for all basic and standard plans issued by the carrier or
organi zed delivery system The reporting of these anounts
must be certified by an officer of the carrier or the
organi zed delivery system

8. The board shall determ ne the amount of loss, if any,
fromall basic and standard plans issued in the state by al
carriers and organi zed delivery systens by aggregating the
data reported in subsection 7. A loss shall be equal to
ni nety percent of earned premuns mnus total paid clains.

9. The loss plus necessary operating expenses for the
associ ation, plus any additional expenses as provided by | aw,
shal | be assessed by the association to all nmenbers in
proportion to their respective shares of total health
i nsurance prem uns or paynents for subscriber contracts
received in lowa during the second precedi ng cal endar year, or



with paid losses in the year, coinciding with or ending during
the cal endar year, or on any other equitable basis as provided
in the plan of operation. 1In sharing |osses, the association
may abate or defer any part of the assessnent of a nmenber, if,
in the opinion of the board, paynent of the assessment woul d
endanger the ability of the nmenmber to fulfill its contractua
obligations. The association may also provide for an initia
or interimassessnment agai nst nmenbers of the association if
necessary to assure the financial viability of the association
to neet the operating expenses of the association until the
next cal endar year is conpleted

10. The collected assessnents shall be disbursed to a
carrier or an organi zed delivery systemin proportion to the
|l oss that carrier or organized delivery systemrepresented of
the aggregate | oss as determined in subsection 8.

11. A carrier or an organi zed delivery systemmy petition
the association board to seek renedy fromwiting a
significantly disproportionate share of basic and standard
policies inrelation to total premuns witten in the state
for health benefit plans. Upon a finding that a carrier or an
organi zed delivery systemhas witten a di sproportionate
share, the board may agree to conpensate the carrier or the
organi zed delivery systemeither by paying to the carrier or
the organi zed delivery system an additional fee not to exceed
two percent of earned premiuns from basic and standard
policies for that carrier or organi zed delivery system or by
petitioning the comrissioner or director, as appropriate, for
renedy.

12. a. The conmissioner, upon a finding that the
acceptance of the offer of basic and standard coverage by
i ndi vidual s pursuant to this chapter would place the
i ndi vidual health insurance carrier in a financially inpaired
condition, shall not require the carrier to offer coverage or
accept applications for any period of tine the financial
impairnment is deemed to exist.

b. The director, upon a finding that the acceptance of the
of fer of basic and standard coverage by individual s pursuant
to this chapter would place the organized delivery systemin a
financially inpaired condition, shall not require the
organi zed delivery systemto offer coverage or accept
applications for any period of time the financial inpairnment
is deenmed to exist.

Sec. 19. NEWSECTION. 513C 11 | NSURANCE DI VI SI ON
REPORTS.

1. The insurance division shall annually provide a witten
report to the general assenbly begi nning January 1, 1996,
whi ch eval uates the effect of this chapter on providing
uni versal coverage for all lowans. This report nmay be
conmpleted in conjunction with the report required by section
505.21 relating to the establishment of a requirenent that an
enpl oyer provide access to health care to the enployer's
enpl oyees.

2. The insurance division shall submt an annual report to
the general assenbly on or before January 15 of each year
concerni ng the aggregate nunber of insureds who have coverage
t hrough an individual health benefit plan issued under this
chapter and the net increase or decrease in the nunber of
i nsureds fromthe previous year.

Sec. 20. | NSURANCE DI VI SION STUDI ES. The insurance
di vision shall review, study, and make reconmendations to the
general assenbly concerning the | owa conprehensive health
i nsurance associ ation established under chapter 514E, with the
intent to nmerge the Iowa comprehensive heal th insurance
program wi th an individual health reinsurance program The
division shall subnmit a witten report to the general assenbly
no |ater than January 8, 1996, including the division's
findi ngs and recomendati ons.



It is the intent of the general assenbly that any nerger of
the | owa conprehensive health insurance programw th an
i ndi vidual health reinsurance programshall only occur if
those whom the | owa conprehensive health insurance associ ation
presently serves or would serve in the future are able to
obtain health coverage equal to or better than such coverage
in terns of cost, coverage, and plan restrictions than
presently avail able through the | owa conprehensive health
i nsurance associ ati on.

Sec. 21. |INTERIM STUDY REQUEST. The | egislative counci
is requested to establish an interimstudy committee to review
the potential for adoption of a variety of plans which may be
fornmed to enable an individual or famly to participate in
financial instrunments which provide for accumul ati on of
deposits for the potential payment of health care
expenditures. In particular, the conmttee should reviewthe
potential offered by famly health accounts and their
applicability in the provision of health security for
i ndividuals and famlies. |Issues to be reviewed shall include
limtations on deposits, extent of usage for health care
expendi tures, tax consequences, extent to which deposits can
be used, the role of financial institutions, wthdrawal
paraneters, and penalties. A report with recomendati ons
shal |l be presented to the general assenbly no later than
January 3, 1996

Sec. 22. STUDY PROPOCSAL. The insurance division, on or
bef ore Septenber 1, 1995, shall provide a witten proposal to
the legislative council of the general assenbly, and the
chai rperson, vice chairperson, and ranki ng nenber of the
Senate and House conmittees on human resources detailing a
plan for the study of all available financing nmechani sns and
cost contai nnent mechani sns which mght assist in the
attai nment of universal coverage for all lowa citizens.

Sec. 23. APPLICABILITY. Notwi thstanding the provisions of
sections 513C. 4 and 513C. 5, chapter 513C, as enacted in this
Act, is not applicable to an individual health benefit plan
delivered or issued for delivery in this state or to a bl ock
of individual health benefit plan business until such tine as
rul es inplenenting the chapter have been adopted by the
i nsurance division pursuant to chapter 17A

Sec. 24. EFFECTIVE DATE. Section 1 of this Act, which
anends section 422.7 by adding a new subsection 32, is

ef fective January 1, 1996, for tax years beginning on or after
t hat date.
EXPLANATI ON
This bill relates to health care reformand health care

costs by anmending or creating provisions relating to insurance
regul ation, establishing a tax deduction, and requiring
certain state agency studies.

Section 422.7 is anmended to inplenent the deduction of 100
percent of a taxpayer's cost for the purchase of health
i nsurance from adjusted gross income in conputing state
i ndi vi dual incomne tax.

New section 505.22 is created which provides that a self-
funded enpl oyer-sponsored health benefit plan qualified under
the federal Enployee Retirenment |Incomes Security Act of 1974
may voluntarily elect to participate in the individua
rei nsurance pool to provide portability and continuity to the
enpl oyer's covered enpl oyees and their spouses and dependents
subject to the same ternms and conditions as a participating
i nsurer.

Section 507B. 4, subsection 1, which relates to unfair
nmet hods of conpetition and unfair or deceptive acts, is
anended to include the msrepresentation by an individual of
access to health care practitioners under a nmanaged care
heal t h pl an.

Section 513B. 2, subsection 12, which defines a late



enroll ee for purposes of snmall group health coverage, is
amended to not include an individual, or a spouse or minor
dependent child under a court order requiring coverage, who,
in addition to existing requirenments, requests enroll nment
within 60 days after termination of qualifying previous
coverage for an individual, or within 60 days after the

i ssuance of the court order. Currently, such request for
coverage nust be made within 30 days.

Section 513B.37 is anended to provide that the conm ssioner
is to determ ne what benefits or direct pay requirenents mnust
be minimally included in a standard health benefit plan.

Section 513B. 38 is anended to provide that the conm ssioner
may extend standard benefits to include preventative care
servi ces and nmental health and substance abuse treatnent
cover age.

New section 513B.44 is created and directs the insurance
division to inplenment and administer a premumcredit to be
provided to individuals wishing to apply for the prem um
credit.

New chapter 513C is created relating to individual health
coverage. New section 513C. 1 provides the title, the
I ndi vi dual Health I nsurance Market Reform Act.

New section 513C. 2 states the purpose of the chapter.

New section 513C. 3 establishes the definitions of key termns
used in the chapter.

New section 513C. 4 provides that the chapter applies to an
i ndi vidual health benefit plan delivered or issued for
delivery to residents in this state on or after July 1, 1995.

New section 513C. 5 establishes restrictions relating to
premiumrates for individual health benefit plans. Anpong
those factors, the carrier is not to apply gender or industry
classification rating characteristics, and experience rating
characteristics only apply when an individual who is obtaining
heal th coverage does not currently have qualifying coverage
as defined in the chapter. Certain other restrictions apply
relating to the transfer of an individual into and out of a
bl ock of business, and required disclosures relating to the
coverage are enunerated

New section 513C.6 relates to the renewal of an individua
heal th benefit plan. Such plan is renewable at the option of
the individual, except under certain enunerated circunstances.
The section also provides that a carrier that elects not to
renew all of its individual health benefit plans in this state
shal | be prohibited fromwiting new individual health benefit
plans in this state for a period of five years fromthe date
of the notice required to be provided to the comm ssioner of
such el ecti on.

New section 513C. 7 provides that a carrier issuing
i ndi vidual health benefit plans must issue such plan to an
i ndi vi dual applying for the plan except under certain defined
ci rcumst ances.

New section 513C. 8 provides that the conmi ssioner is to
adopt rules relating to the formand | evel of coverage of the
basi ¢ and standard health benefit plan for the individua
mar ket .

New section 513C. 9 establishes standards to assure fair
mar ket i ng of individual basic and standard heal th benefit
plans. Restrictions are also established relating to carrier
and the agent concerning the marketing of such plans.

New section 513C. 10 establishes an Iowa individual health
benefit reinsurance association to provide for the sharing of
| osses related to basic and standard plans, if any, on an
equi tabl e and proportional basis anmong the nenbers of the
associ ati on.

New section 513C. 11 is established requiring the insurance
division to annually report to the general assenbly regarding
the effect of new chapter 513C on providing universal coverage



for all lowans, and regardi ng the nunber of aggregate nunber
of insureds who have coverage through an individual health
benefit plan issued under chapter 513C

The bill directs the insurance division to review, devel op,
and subnit a plan for the establishnent of an individua
heal th coverage reinsurance program The division is also to
provide a witten proposal on or before Septenber 1, 1995
detailing all available financing and cost contai nment
mechani snms whi ch m ght assist in attaining universal coverage
for all |owans.

The bill also provides that the tax deduction established
in chapter 422 is effective for tax years begi nning on or
after January 1, 1996.

The bill requests the legislative council to establish an
interimconmittee to review the potential for adoption of a
variety of plans which nay be formed to enable an individua
or famly to participate in financial instrunments which
provide for accunul ation of deposits for the potential paynent
of health care expenditures.
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