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H.B. 2145

Be it enacted by the Legislature of the State of Arizona:

Section 1. Section 20-826, Arizona Revised Statutes, is amended to
read:

20-826. Subscription contracts; definitions

A. A contract between a corporation and its subscribers shall not be
issued unless the form of such contract is approved in writing by the
director.

B. Each contract shall plainly state the services to which the
subscriber is entitled and those to which the subscriber is not entitled
under the plan, and shall constitute a direct obligation of the providers of
services with which the corporation has contracted for hospital, medical,
dental or optometric services.

. Each contract, except for dental services or optometric services,
shall be so written that the corporation shall pay benefits for each of the
following:

1. Performance of any surgical service that is covered by the terms of
such contract, regardless of the place of service.

2. Any home health services that are performed by a licensed home
health agency and that a physician has prescribed in lieu of hospital
services, as defined by the director, providing the hospital services would
have been covered.

3. Any diagnostic service that a physician has performed outside &
hospital in lieu of inpatient service, providing the inpatient service would
have been covered.

4. Any service performed in a hospital’s outpatient department or in a
freestanding surgical facility, if such service would have been covered if
performed as an inpatient service.

D. Each contract for dental or optometric services shall be so written
that the corporation shall pay benefits for contracted dental or optometric
services provided by dentists or optometrists.

E. Any contract, except accidental death and dismemberment, appiied
for that provides family coverage skadd, as to such coverage of family
members, SHALL also provide that the benefits applicable for children shall
be payable with respect to a newly born child of the insured from the instant
of such child's birth, toc a child adopted by the insured, regardless of the
age at which the child was adopted, and to a child who has been piaced for
adoption with the insured and for whom the application and approval
procedures for adoption pursuant to section 8-105 or 8-108 have been
completed to the same extent that such coverage applies to other members of
the family. The coverage for newly barn or adopted children or children
placed for adoption shall include coverage of injury or sickness including
necessary care and treatment of medically diagnosed congenital defects and
birth abnormalities. If payment of a specific premium is required to provide
coverage for a child, the contract may require that notification of birth,
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adoption or adoption placement of the child and payment of the required
premium must be furnished to the insurer within thirty-one days after the
date of birth, adoption or adoption placement in order to have the coverage
continue beyond the thirty-one day period.

F. Fach contract that is delivered or issued for delivery in this
state after December 25, 1977 and that provides that coverage of a dependent
child shall terminate wupon attainment of the limiting age for dependent
children specified in the contract shail also provide in substance that
attainment of such 1imiting age shall not operate to terminate the coverage
of such child while the child is and continues to be both incapable of
self-sustaining employment by reason of mental retardatien or physical
handicap and chiefly dependent wupon the subscriber for support and
maintenance. Proof of such incapacity and dependency shall be furnished to
the corporation by the subscriber within thirty-one days of the child's
attainment of the 1imiting age and subsequently as may be required by the
corporation, but not more freguently than annually after the two-year period
following the child's attainment of the limiting age.

G. No corporation may cancel or refuse to renew any subscriber’s
contract without giving notice of such cancellation or nenrenewal! to the
subscriber under such contract. A notice by the corporation to the
subscriber of cancellation or nonrenewal of a subscription contract shall be
mailed to the named subscriber at least forty-five days before the effective
date of such cancellation or nonrenewal. The notice shall include or be
accompanied by a statement in writing of the reasons for such acticn by the
corporation. Failure of the corporation to comply with the—previsions—of
this subsection shall invalidate any cancellation or nonrenewal except a
cancellation or nonrenewal for nonpayment of premium.

H. A contract that provides coverage for surgical services for a
mastectomy shall also provide coverage incidental to the patient’s covered
mastectomy for surgical services for reconstruction of the breast on which
the mastectomy was performed, surgery and reconstruction of the other breast
to produce a symmetrical appearance, prostheses, treatment of physical
complications for all stages of the mastectomy, including lymphedemas, and at
least two external postoperative prostheses subject to all of the terms and
conditions of the policy.

1. A contract that provides coverage for surgical services for a
mastectomy shall also provide coverage for mammography screening performed on
dedicated equipment for diagnostic purposes on referral by a patient's
physician, subject to all of the terms and conditions of the policy and
according to the following guidelines:

1. A baseline mammogram for a woman from age thirty-five to
thirty-nine.
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2. A mammogram for a woman from age forty to forty-nine every two
years or more frequently based on the recommendation of the woman's
physician.

3. A mammogram every year for a woman fifty years of age and over,

J. Any contract that is issued to the insured and that provides
coverage for maternity benefits shall alsp provide that the maternity
benefits apply to the costs of the birth of any child Yegally adopted by the
insured if all of the following are true:

1. The child is adopted within one year of birth.

2. The insured is legally obligated to pay the costs of birth.

3. A1l preexisting conditions and other limitations have been met by
the insured.

4. The insured has notified the insurer of the insured’'s acceptability
to adopt children pursuant to section 8-105, within sixty days after such
approval or within sixty days after a change in insurance policies, plans or
companies,

K. The coverage prescribed by subsection J of this section is excess
to any other coverage the natural mother may have for maternity benefits
except coverage made available to persons pursuant to title 36, chapter 29
but not including coverage made available to persons defined as eligible
under section 36-2901, paragraph 6, subdivisions (b}, (c), (d) and (e). If
such other coverage exists the agency, attorney or individual arranging the
adoption shall make arrangements for the insurance to pay those costs that
may be covered under that policy and shall advise the adopting parent in
writing of the existence and extent of the coverage without disclosing any
confidential information such as the identity of the natural parent. The
insured adopting parents shall notify their insurer of the existence and
extent of the other coverage.

{. The director may disapprove any contract if the benefits provided
in the form of such contract are unreasonable in relation to the premium
charged.

M. The director shall adopt emergency rules applicable to persons who
are leaving active service in the armed forces of the United States and
returning to civilian status including:

1. Conditions of eligibility.

2. Coverage of dependents.

3. Preexisting conditions.

4. Termination of insurance.

5. Probaticnary periods.

6. Limitatians.

7. Exceptions,

8. Reductions.

g. Elimination periods.

10, Requirements for replacement.

_3_
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11. Any other condition of subscription contracts,

N. Any contract that provides maternity benefits shall not restrict
benefits for any hospital length of stay in connection with childbirth for
the mother or the newborn child to less than forty-eight hours following a
normal vaginal delivery or ninety-six hours following a cesarean section.
The contract shall not require the provider to obtain authorization from the
corporation for prescribing the minimum length of stay required by this
subsection. The contract may provide that an attending provider in
consultation with the mother may discharge the mother or the newborn chiid
before the expiration of the minimum length of stay required by this
subsection. The corporation shall not:

1. Deny the mother or the newborn child eligibility or continued
eligibility to enrcll or to renew coverage under the terms of the contract
solely for the purpose of avoiding the requirements of this subsection.

2. Provide monetary payments or rebates to mothers to encourage those
mothers to accept less than the minimum protections available pursuant to
this subsection.

3. Penalize or otherwise reduce or Jimit the reimbursement of an
attending provider because that provider provided care to any insured under
the contract in accordance with this subsection.

4, Provide monetary or other incentives to an attending provider to
induce that provider to provide care to an insured under the contract in a
manner that is inconsistent with this subsection.

5. Except as described in subsection 0 of this section, restrict
benefits for any portion of a period within the minimum 1ength of stay in a
manner that is less favorable than the benefits provided for any preceding
portion of that stay.

0. MNothing in subsection N of this section:

1. Requires a mother to give birth in a hospital or to stay in the
hospital for a fixed period of time following the birth of the child.

2. Prevents a corporation from imposing deductibles, coinsurance or
other cost sharing in relation to benefits for hospital Tengths of stay in
connection with childbirth for a mother or a newborn child under the
contract, except that any coinsurance or other cost sharing for any portion
of a period within a hospital length of stay required pursuant to subsection
N of this section shall not be greater than the coinsurance or cost sharing
for any preceding portion of that stay.

3. Prevents a corporation from negotiating the level and type of
reimbursement with a provider for care provided in accordance with subsection
N of this section.

P. Any contract that provides coverage for diabetes shall also provide
coverage for equipment and supplies that are medically necessary and that are
prescribed by a health care provider including:

1. Blood glucese monitors.
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2. Blood glucose monitors for the legally blind.

3, Test strips for glucose monitors and visual reading and urine
testing strips.

4. Insulin preparations and glucagon.

Insulin cartridges.

Drawing up devices and monitors for the visually impaired.
Injection aids.

Insulin cartridges for the legaily blind.

9. Syringes and lancets including automatic lancing devices.

10. Prescribed oral agents for controlling blood sugar that are
included on the plan formulary.

11, To the extent coverage is reguired under medicare, podiatric
appliances for prevention of complications associated with diabetes.

12. Any other device, medication, equipment or supply for which
coverage is required under medicare from and after January 1, 18999, The
coverage reguired in this paragraph is effective six months after the
coverage is required under medicare.

0. Nothing in subsection P of this section prohibits a medical service
corporation, a hospital service corporation or a hospital, medical, dental
and optometric service corporation from imposing deductibles, coinsurance or
other cost sharing in relation to benefits for equipment or supplies for the
treatment of diabetes.

R. Any hospital or medical service contract that provides coverage for
prescription drugs shall not Timit or exclude coverage for any prescription
drug prescribed for the treatment of cancer on the basis that the
prescription drug has not been approved by the United States food and drug
administration for the treatment of the specific type of cancer for which the
prescription drug has been prescribed, if the prescription drug has been
recognized as safe and effective for treatment of that specific type of
cancer in one or more of the standard medical reference compendia prescribed
in subsection S of this section or medical Titerature that meets the criteria
prescribed in subsection S of this section. The coverage required under this
subsection includes covered medically necessary services associated with the
administration of the prescription drug., This subsection does not:

1. Require coverage of any prescription drug used in the treatment of
a type of cancer if the United States food and drug administration has
determined that the prescription drug is contraindicated for that type of
cancer.

2. Require coverage for any experimental prescripticn drug that is not
approved for any indication by the United States food and drug
administration.

3. Alter any law with regard to provisions that 1imit the coverage of
prescription drugs that have not been approved by the United States food and
drug administration.

o =~ h "
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4, Notwithstanding section 20-841.05., require reimbursement or
coverage for any prescription drug that is not included in the drug formulary
or tist of covered prescription drugs specified in the contract.

5. Notwithstanding section 20-841.05, prohibit & contract from
limiting or excluding coverage of a prescription drug, if the decision to
1imit or exclude coverage of the prescription drug is not based primarily con
the coverage of prescription drugs required by this section.

6. Prohibit the use of deductibles, coinsurance, copayments or other
cost sharing in relation to drug benefits and related medical benefits
offered.

S. For the purpeses of subsection R of this section:

1. The acceptable standard medical reference compendia are the
following:

b+ (a) The American hospital formulary service drug information, a

publication of the American society of health system pharmacists.

the—HritedStatespharmacopoeia—conventionr

{b) THE NATIONAL COMPREHENSIVE CANCER NETWORK DRUGS AND BIOLGGICS
COMPERDIUM.

(c) THOMSON MICROMEDEX COMPENDIUM BRUGDEX.

(d) ELSEVIER GOLD STANDARD'S CLINICAL PHARMACOLOGY CCMPENDIUM.

{e) OTHER AUTHORITATIVE COMPENDIA AS IDENTIFIED BY THE SECRETARY OF
THE UNITED STATES DEPARTMENT OF HEALTH AND HUMAN SERVICES.

2. Medical literature may be accepted if all of the following apply:

{(a) At least two articles from major peer reviewed professional
medical journals have recognized, based on scientific or medical criteria,
the drug's safety and effectiveness for treatment of the indication for which
the drug has been prescribed.

(b) No article from a major peer reviewed professional medical journal
has concluded, based on scientific or medical criteria, that the drug is
unsafe or ineffective or that the drug's safety and effectiveness cannot be
determined for the treatment of the indication for which the drug has been
prescribed,

(c) The literature meets the uniform requirements for manuscripts
submitted to biomedical journals established by the international commitiee
of medical journal editors or is published in a journal specified by the
United States department of health and human services as acceptable peer
reviewed medical literature pursuant to section 186(t)(2)(B) of the social
security act (42 United States Code sectiaon 1395x(t)(2)(B)).

T. A corporation shall not issue or deliver any advertising matter or
sales material to any person in this state until the corporation files the
advertising matter or sales material with the directer. This subsection does

..6-
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not require a corporation to have the prior approval of the director to issue
or deliver the advertising matter or sales material. If the director finds
that the advertising matter or sales material., in whole or in part, is faise,
deceptive or misleading, the director may issue an order disapproving the
advertising matter or sales material. directing the corporation to cease and
desist from issuing, circulating, displaying or using the advertising matter
or sales material within a period of time specified by the director but not
less than ten days and imposing any penalties prescribed in this title. At
least five days before issuing an order pursuant to this subsection, the
director shall provide the corporation with a written notice of the basis of
the order to provide the corporation with an opportunity to cure the alleged
deficiency in the advertising matter or sales material within a single five
day period for the particular advertising matter or sales material at issue.
The corporation may appeal the director's order pursuant to title 41,
chapter 6, articie 10. Except as otherwise provided in this subsection, a
corporation may obtain a stay of the effectiveness of the order as prescribed
in section 20-162. If the director certifies in the order and provides a
detailed explanation of the reasons in suppert of the certification that
continued use of the advertising matter or sales material poses a threat to
the health, safety or welfare of the public, the order may be entered
immediately without opportunity for cure and the effectiveness of the order
is not stayed pending the hearing con the notice of appeal but the hearing
shall be promptly instituted and determined.

U. Any contract that is offered by a hospital service corporation or
medical service corporation and that contains a prescription drug benefit
shall provide coverage of medical foods to treat inherited metabolic
disorders as provided by this section.

Y. The metabolic disorders triggering medical foods coverage under
this section shall:

1. Be part of the newborn screening program prescribed in section
36-694,

2. Involve amino acid, carbohydrate or fat metabolism.

3. Have medically standard methods of diagnosis, treatment and
monitoring including quantification of metabolites in blood, urine or spinal
fluid or enzyme or BNA confirmation in tissues.

4. Require specially processed or treated medical foods that are
generally available only under the supervision and direction of a physician
who is licensed pursuant to title 32, chapter 13 or 17 or a registered nurse
gractitioners PRACTITIONER who is licensed pursuant to title 32, chapter 15,
that must be consumed throughout life and without which the person may suffer
serious mental or physical impairment.

W. Medical foods eligible for coverage under this section shall be
prescribed or ordered under the supervision of a physician licensed pursuant
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to title 32, chapter 13 or 17 as medically necessary for the therapeutic
treatment of an inherited metabolic disease.

X. A hospital service corporation or medical service corporation shaill
cover at least fifty per cent of the cost of medical foods prescribed to
treat inherited metabolic disorders and covered pursuant to this section. A
hospital service corporation or medical service corporation may 1imit the
maximum annual benefit for medical foods under this section to five thousand
doliars, which applies to the cost of all prescribed modified low protein
foods and metabolic formula,

Y. Any contract between a corporation and its subscribers is subject
to the following:

1. If the contract provides coverage for prescription drugs, the
contract shall provide coverage for any prescribed drug or device that is
approved by the United States food and drug administration for use as a
contraceptive. A corporation may use a drug formulary, multitiered drug
formulary or 1ist but that formulary or 1ist shall include oral, implant and
injectable contraceptive drugs, intrauterine devices and prescription barrier
methods 1if the corporation does not impose deductibles, coinsurance,
copayments or other cost containment measures for contraceptive drugs that
are greater than the deductibles, coinsurance, copayments or other cost
containment measures for other drugs on the same level of the formulary or
list.

2. If the contract provides coverage for outpatient health care
services, the contract shall provide coverage for outpatient contraceptive
services. For the purposes of this paragraph, "outpatient contraceptive
services" means consultations, examinations, procedures and medical services
provided on an outpatient basis and related to the use of approved United
States food and drug administration prescription contraceptive methods to
prevent unintended pregnancies,

3. This subsection does not apply to contracts issued to individuals
on a nongroup basis.

7. Notwithstanding subsection Y of this section, a religious employer
whose religious tenets prohibit the use of prescribed contraceptive methods
may require that the corporation provide a contract without coverage for all
United States food and drug administration approved contraceptive methods. A
religious employer shall submit a written affidavit to the corporation
stating that it is a religious employer. On receipt of the affidavit, the
corporation shall issue to the religious employer a contract that excludes
coverage of prescription contraceptive methods. The corporation shall retain
the affidavit for the duration of the contract and any renewais of the
contract. Before enrollment in the plan, every reiigious employer that
invokes this exemption shall provide prospective subscribers written notice
that the religious employer refuses to cover all United States food and drug
administration approved contraceptive methods for religious reasens. This

_8_
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subsection shall not exclude coverage for prescription contraceptive methods
ordered by a health care provider with prescriptive authority for medical
indications other than to prevent an unintended pregnancy. A corporation may
require the subscriber to first pay for the prescription and then submit a
claim to the corporation along with evidence that the prescription is for a
noncontraceptive purpose. A corporation may charge an administrative fee for
handling these claims. A religious employer shall not discriminate against
an employee who independently chocses to obtain dinsurance coverage or
prescriptions for contraceptives from another source.

AA. For the purposes of:

1. This section:

(a) "Inherited metabolic disorder™ means a disease caused by an
inherited abnormality of body chemistry and incliudes a disease tested under
the newborn screening program prescribed in section 36-69%4.

(b) "Medical foods” means modified low protein foods and metabelic
formula.

(c) "Metabolic formula"™ means foods that are all of the following:

(i) Formulated to be consumed or administered enterally under the
supervision of a physician who is licensed pursuant to title 32, chapter 13
or 17.

(ii)} Processed or formulated to be deficient in one or more of the
nutrients present in typical foodstuffs.

(iii) Administered for the medical and nutritional management of a
persan who has limited capacity to metabolize foodstuffs or certain nutrients
contained in the foodstuffs or who has other specific nutrient requirements
as established by medical evaluation.

(iv) Essential to a person's optimal growth, health and metabolic
homeostasis.

(d) "Medified low protein foods™ means foods that are all of the
following:

(i) Formulated to be consumed or administered enterally under the
supervision of a physician who is licensed pursuant to title 32, chapter 13
or 17,

(i) Processed or formulated to contain less than one gram of protein
per unit of serving, but does not include a natural food that is naturally
low in protein.

(iii) Administered for the medical and nutritional management of a
person who has limited capacity to metabolize foodstuffs or certain nutrients
contained in the foodstuffs or who has other specific nutrient requirements
as established by medical evaluation.

(iv) Essential to a person's optimal growth, health and metabolic
homeostasis.

2. Subsection E of this section, the term "chiid™, for purposes of
jnitial coverage of an adopted child or & child placed for adoption but not

_9-
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for purposes of termination of coverage of such child, means a person under
the age of eighteen years.

3. Subsection Z of this section, "religious emplioyer” means an entity
for which all of the following apply:

{a) The entity primarily employs persons who share the religious
tenets of the entity.

{b) The entity primarily serves persons who share the religious tenets
of the entity.

{c) The entity is a nonprofit organization as described in section
6033(a)(2Y(A) (i) or (iii) of the internal revenue code of 1986, as amended.

Sec. 2. Section 20-1057, Arizona Revised Statutes, is amended to read:

20-1057. Evidence of coveragqe by health care services

organizations: renewability; definitions

A. Every enrollee in a health care plan shall be issued an evidence of
coverage by the responsible health care services organization,

B. Any contract, except accidental death and dismemberment, applied
for that provides family coverage shall also provide, as to such coverage of
family members, that the benefits applicable for children shall be payable
with respect to a newly born child of the enrollee from the instant of such
child's birth, to a child adopted by the enroliee, regardless of the age at
which the child was adopted, and to a child who has been placed for adoption
with the enrollee and for whom the application and approval procedures for
adoption pursuant to section 8-105 or 8-108 have been completed to the same
extent that such coverage applies to other members of the family. The
coverage for newly born or adopted children or children placed for adoption
shall inc¢lude coverage of injury or sickness including necessary care and
treatment of medically diagnosed congenital defects and birth abnormalities.
If payment of a specific premium is required to provide coverage for a child,
the contract may require that notification of birth, adoption or adoption
placement of the child and payment of the required premium must be furnished
to the dnsurer within thirty-one days after the date of birth, adoption or
adoption placement in order to have the coverage continue beyond the
thirty-one day period.

C. Any contract, except accidental death and dismemberment, that
provides coverage for psychiatric, drug abuse or alcoholism services shall
require the health care services organization to provide reimbursement for
such services in accordance with the terms of the contract without regard to
whether the covered services are rendered in a psychiatric special hospital
or general hospital.

D. No evidence of coverage or amendment to the coverage shall be
issued or delivered to any person in this state until a copy of the form of
the evidence of coverage or amendment to the coverage has been filed with and
approved by the director,

_10-
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E. An evidence of coverage shall contain a clear and complete

statement if a contract, or a reasonably complete summary if a certificate of

contract, of:

1. The health care services and the insurance or other benefits, if
any, to which the enrollee is entitled under the health care plan.

2. Any limitations of the services, kind of services, benefits or kind
of benefits to be provided, including any deductible or copayment feature.

3. Where and in what manner information is available as to how
services may be obtained.

4, The enrollee's obligation, if any, respecting charges for the
health care plan,

F. An evidence of coverage shall not contain provisions or statements
that are unjust, unfair, inequitable, misleading or deceptive, that encourage
misrepresentation or that are untrue,

G. The director shall approve any form of evidence of coverage if the
requirements of subsections E and F of this section are met. It is unlawful
to issue such form until approved. If the director does not disapprove any
such form within forty-five days after the filing of the form, it is deemed
approved. If the director disapproves a form of evidence of coverage, the
director shall notify the health care services organization. In the notice,
the director shall specify the reasons for the director's disapproval. The
director shall grant a hearing on such disapproval within fifteen days after
a request for a hearing in writing is received from the health care services
organization.

H. A health care services organization shall not cancel or refuse to
renew an enrollee’s evidence of coverage that was issued on a group basis
without giving notice of the cancellation or nonrenewal to the enrollee and,
on request of the director, toc the department of insurance. A notice by the
organization to the enrollee of cancellation or nonrenewal of the enrollee’s
evidence of coverage shall be mailed to the enrollee at Teast sixty days
before the effective date of such cancellation or nonrenewal. The notice
shall include or be accompanied by a statement in writing of the reasons as
stated in the contract for such action by the organization. Failure of the
organization to comply with this subsection shall invalidate any cancellation
or nonrenewal except a cancellation or nonrenewal for nonpayment of premium,
for fraud or misrepresentation in the appiication or other enrollment
documents or for loss of eligibility as defined in the evidence of coverage.
A health care services organization shall not cancel an enrcllee’s evidence
of coverage issued on a group basis because of the enrollee’s or dependent’s
age, except for Toss of eligibility as defined in the evidence of coverage,
sex, health status-related factor, national origin or frequency of
utilization of health care services of the enrollee. An evidence of coverage
issued on a group basis shall clearly delineate all terms under which the
health care services organization may cancel or refuse to renew an evidence

-11_
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of coverage for an enrollee or dependent, Nothing 1in this subsection
prohibits the cancellation or nonrenewal of a health benefits plan centract
issued on a group basis for any of the reasons allowed in section 20-2309. A
heatth care services organization may cancel or nonrenew an evidence of
coverage issued to an individual on a nongroup basis only for the reasons
atlowed by subsection N of this section.

I. A health care plan that provides coverage for surgical services for
a mastectomy shall also provide coverage incidental to the patient's covered
mastectomy for surgical services for reconstructicn of the breast on which
the mastectomy was performed, surgery and reconstruction of the other breast
to produce a symmetrical appearance, prostheses, treatment of physical
complications for all stages of the mastectomy, including Tymphedemas, and at
least two external postoperative prostheses subject to all of the terms and
conditions of the policy.

J. A contract that provides coverage for surgical services for a
mastectomy shall also provide coverage for mammography screening performed on
dedicated equipment for diagnostic purposes on referral by a patient’s
physician, subject to all of the terms and conditions of the policy and
accerding te the following guidelines:

1. A baseline mammogram for a woman from age thirty-five +to
thirty-nine.

2. A mammogram for a woman from age forty toe forty-nine every two
years or more frequently based on the recommendation of the woman's
physician.

3. A mammogram every year for a woman fifty years of age and over.

K., Any contract that is issued tc the enrollee and that provides
coverage for maternity benefits shall alsoc provide that the maternity
benefits apply to the costs of the birth of any child legally adopted by the
enrollee if all the following are true:

1. The child is adopted within one year of birth.

2, The enrollee is legally obligated to pay the costs ef birth.

3. A1l preexisting conditions and other Timitations have been met and
all deductibles and ceopayments have been paid by the enrollee.

4, The enrollee has notified the insurer of the enrollee’s
acceptability to adopt children pursuant to section B-105 within sixty days
after such approval or within sixty days after a change in 1insurance
policies, plans or companies.

L. The coverage prescribed by subsection K of this section is excess
to any other coverage the natural wmother may have for maternity benefitls
except coverage made available to persons pursuant to title 36, chapter 29
but not including coverage made available to persons defined as eligible
under section 36-2901, paragraph 6, subdivisiens (b), (c}, (d) and (e). If
such other coverage exists the agency, attorney or individual arranging the
adoption shall make arrangements for the insurance to pay those costs that
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may be covered under that policy and shall advise the adopting parent in
writing of the existence and extent of the coverage without discliosing any
confidential information such as the identity of the natural parent. The
enrollee adopting parents shall notify their health care services
organization of the existence and extent of the other coverage. A health
care services organization is not required to pay any costs in excess of the
amounts it would have been obligated to pay to its hospitals and providers if
the natural mother and child had receijved the maternity and newborn care
directly from or through that health care services organization.

M. Fach health care services organizatiocn shall offer membership to
the following in a conversion plan that provides the basic health care
benefits required by the director:

1. Each enrollee including the enrollee's enrolled dependents Teaving
a group,

2. Each enrollee and the enrpllee’s dependents who would otherwise
cease to be eligible for membership because of the age of the enrollee or the
enrollee’s dependents or the death or the dissolution of marriage of an
enrollee.

N. A health care services organization shall not cancel or nonrenew an
evidence of coverage issued to anh individual on a nongroup basis, including a
conversion plan, except for any of the following reasons and in compliance
with the notice and disclosure requirements contained in subsection H of this
section:

1. The individual has failed to pay premiums or contributions fin
accordance with the terms of the evidence of coverage or the health care
services organization has not received premium payments in a timely manner.

2. The individual has performed an act or practice that constitutes
fraud or the individual made an intentional misrepresentation of material
fact under the terms of the evidence of coverage.

3. The health care services organization has ceased to offer coverage
to individuals that is consistent with the requirements of sections 20-1379
and 203-1380. .

4, If the health care services organization offers a health care plan
in this state through a network ptan, the individual noc longer resides, lives
or works in the service area served by the network plan or in an area for
which the health care services organization is authorized to transact
business but only if the coverage is terminated uniformly without regard to
any health status-related factor of the covered individual.

5. If the health care services organization offers health coverage in
this state in the individual market only through one or more bona fide
associations, the membership of the individual in the association has ceased
but only if that coverage is terminated uniformly without regard to any
health status-related factor of any covered individual.
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0. A conversion plan may be modified if the modification complies with
the notice and disclosure proyisions for cancellation and nonrenewal under
subsection H of this section. A modification of a conversion plan that has
already been issued shall not result in the effective elimination of any
benefit originally included in the conversion plan.

P. Any person who is a United States armed forces reservist, who is
ordered to active military duty on or after August 22, 1990 and who was
enrolled in a health care plan shall have the right to reinstate such
coverage upon release from active military duty subject to the following
conditions:

1. The reservist shall make written application tc the health plan
within ninety days of discharge from active military duty or within one year
of hospitalization continuing after discharge. Coverage shall be effective
upon receipt of the application by the health plan.

2. The health plan may exclude from such coverage any health or
physical condition arising during and occurring as a direct result of active
military duty.

Q. The director shall adopt emergency rules THAT ARE applicable to
persons who are leaving active service in the armed forces of the United
States and returning to civilian status consistent with subsection P of this
section dnetuding AND THAT INCLUDE:

Conditions of eligibility.

Coverage of dependents.

Preexisting conditions.

Termination of insurance.

Probationary periods.

Limitations,

Exceptions.

Reductions.

Elimination periods.

Requirements for replacement.

. Any other conditions of evidences of coverage.

R. Any contract that provides maternity benefits shall not restrict
benefits for any hospital length of stay in connection with childbirth for
the mother or the newborn child to less than forty-eight hours following a
normal vaginal delivery or ninety-six hours following a cesarean section.
The contract shall not require the provider to obtain authorization from the
health care services organization for prescribing the minimum length of stay
required by this subsection. The contract may provide that an attending
provider in consultation with the mother may discharge the mother or the
newborn child before the expiration of the minimum length of stay required by
this subsection. The health care services organization shall not:

P
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1. Deny the mother or the newborn child eligibility or coniinued
eligibility to enroll or to renew coverage under the terms of the contract
solely for the purpose of avoiding the requirements of this subsection.

2. Provide monetary payments or rebates to mothers to encourage those
mothers to accept less than the minimum protections available pursuant to
this subsection.

3. Penalize or otherwise reduce or limit the reimbursement of an
attending provider because that provider provided care tc any insured under
the contract in accordance with this subsection.

4. Provide monetary or other incentives to an attending provider to
tnduce that provider to provide care to an insured under the contract in a
manner that is inconsistent with this subsection,

5. Except as described in subsection $ of this section, restrict
benefits for any portion of a period within the minimum length of stay in a
manner that is less favorable than the benefits provided for any preceding
portion of that stay.

S. Nothing in subsection R of this section:

1. Requires a mother to give birth in a hospital or to stay in the
hospital for a fixed period of time following the birth of the child.

2. Prevents a health care services organization from imposing
deductibles, coinsurance or other cost sharing in relation to benefits for
hospital Tengths of stay in connection with childbirth for a mother or a
newborn child under the contract, except that any coinsurance or other cost
sharing for any portion of a period within a hospital length of stay required
pursuant to subsection R of this section shall not be greater than the
coinsurance or cost sharing for any preceding portien of that stay.

3. Prevents a health care services organization from negotiating the
level and type of reimbursement with a provider for care provided in
accordance with subsection R of this section,

T. Any contract or evidence of coverage that provides coverage for
diabetes shall also provide coverage for equipment and supplies that are
medically necessary and that are prescribed by a health care provider
including:

1, Bleod glucose monitors.

?. Blood glucose monitors for the legally blind.

3. Test strips for glucose monitors and visual reading and urine
testing strips.

4, Insulin preparations and glucagon,

Insulin cartridges.

Drawing up devices and monitors for the visually impaired.
Injection aids.

Insulin cartridges for the legally blind.

Syringes and lancets including automatic lancing devices.

(S B o o B B v R 4 3
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10. Prescribed oral agents for controlling blood sugar that are
included on the plan formulary.

11. To the extent coverage is required under medicare, podiatric
appliances for prevention of complications associated with diabetes.

12. Any other device, medication, equipment or supply for which
coverage 15 required under medicare from and after January 1, 1999, The
coverage required in this paragraph 1is effective six months after the
coverage is required under medicare.

U. Nothing in subsection T of this section:

1. Entitles a member or enrollee of a health care services
organization to equipment or supplies for the treatment of diabetes that are
not medically necessary as determined by the health care services
organizaticn medical director or the medical director's designee,.

2. Provides coverage for diabetic supplies obtained by a member or
enrollee of a health care services porganization without a prescription unless
otherwise permitted pursuant to the terms of the health care plan,

3. Prohibits a health care services organization from imposing
deductibles, coinsurance or other cost sharing in relation to benefits for
equipment or supplies for the treatment of diabetes.

V. Any contract or evidence of coverage that provides coverage for
prescription drugs shall not limit or exclude coverage for any prescription
drug prescribed for the treatment of cancer on the basis that the
prescription drug has not been approved by the United States food and drug
administration for the treatment of the specific type of cancer for which the
prescription drug has been prescribed, if the prescription drug has been
recognized as safe and effective for treatment of that specific type of
cancer in one or more of the standard medical reference compendia prescribed
in subsection W of this section or medical literature that meets the criteria
prescribed in subsection W of this section. The coverage required under this
subsection includes covered medically necessary services associated with the
administration of the prescription drug. This subsection does not:

1. Require coverage of any prescription drug used in the treatment of
a type of cancer if the United States food and drug administration has
determined that the prescription drug is contraindicated for that type of
cancer.

2. PReguire coverage for any experimental prescription drug that is not
approved for any indication by the United States food and drug
administration.

3. Alter any law with regard to provisions that 1imit the coverage of
prescription drugs that have not been approved by the United States food and
drug administration.

4, Notwithstanding section 20-1057.02, regquire reimbursement or
coverage for any prescription drug that is not inciuded in the drug formulary
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or 1ist of covered prescription drugs specified in the contract or evidence
of coverage.

5. Notwithstanding section 20-1057.02, prohibit a contract or evidence
of coverage from limiting or excluding coverage of a prescription drug, if
the decisjon to limit or exclude coverage of the prescription drug is not
based primarily on the coverage of prescription drugs required by this
section.

6. Prohibit the use of deductibles, coinsurance, copayments or e¢ther
cost sharing in relation to drug benefits and related medical benefits
offered.

W. For the purposes of subsection V of this section:

1. The acceptable standard medical reference compendia are the
following:

b+ (a) The American hospital formulary service drug information, a
publication of the American society of health system pharmacists.

=H0fT

(b) THE NATIONAL COMPREHENSIVE CANCER NETWOGRK DRUGS AND BIOLOGICS
COMPENDIUM.

{c}y THOMSON MICROMEDEX COMPENDIUM DRUGDEX.

{d) ELSEVIER GOLD STANDARD'S CLINICAL PHARMACOLOGY COMPENDIUM.

{e) OTHER AUTHORITATIVE COMPENDIA AS IDENTIFIED BY THE SECRETARY OF
THE UNITED STATES DEPARTMENT OF HEALTH AND HUMAN SERVICES,

2. Medical l1iterature may be accepted if all of the following apply:

(a) At least two articles from major peer reviewed professional
medical journals have recognized, based on scientific or medical criteria,
the drug's safety and effectiveness for treatment of the indication for which
the drug has been prescribed.

_{b) No article from a major peer reviewed professional medical journal
has concluded, based on scientific or medical criteria, that the drug is
unsafe or ineffective or that the drug's safety and effectiveness cannot be
determined for the treatment of the indication for which the drug has been
prescribed.

(c) The 1literature meets the uniform requirements for manuscripts
submitted to biomedical journals established by the international committee
of medical journal editors or is published in a journal specified by the
United States department of health and human services as acceptable peer
reviewed medical literature pursuant to section 186(t)(2)(B) of the social
security act (42 United States Code section 1395x{(t)(2)(B)).

X. A health care services organization shall not issue or deliver any
advertising matter or sales material to any person in this state until the
health care services organization files the advertising matter or sales
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material with the director. This subsection does not require a health care

-services organization to have the prior approval of the director to issue or

deliver the advertising matter or sales material. If the director finds that
the advertising matter or sales material, in whole or in part, is false,
deceptive or misleading, the director may issue an order disapproving the
advertising matter or sales material, directing the health care services
organization to cease and desist from issuing, circulating, displaying or
using the advertising matter or sales material within a period of time
specified by the director but not less than ten days and imposing any
penalties prescribed in this title. At least five days before issuing an
order pursuant te this subsection, the director shall provide the heaith care
services organization with a written notice of the basis of the order to
provide the health care services organization with an opportunity to cure the
alleged deficiency in the advertising matter or sales material within a
single five day peried for the particular advertising matter or sales
material at issue. The health care services organization may appeal the
director's order pursuant to title 41, chapter 6, article 10. Except as
otherwise provided in this subsection, a health care services organization
may obtain a stay of the effectiveness of the order as prescribed in section
20-162. If the director certifies in the order and provides a detailed
explanation of the reasons in support of the certification that continued use
of the advertising matter or sales material poses a threat to the health,
safety or welfare of the public, the order may be entered immediately without
opportunity for cure and the effectiveness of the order is not stayed pending
the hearing on the notice of appeal but the hearing shall be promptly
instituted and determined.

Y. Any contract or evidence of coverage that is offered by a health
care services organization and that contains a prescription drug benefit
shall provide coverage of medical feods to treat dnherited metabolic
disorders as provided by this section.

Z. The metabolic disorders triggering medical foods coverage under
this section shall:

1. Be part of the newborn screening program prescribed in section
36-694,

2. Involve amino acid, carbohydrate or fat metabolism.

3. Have medically standard methods of diagnosis, treatment and
monitoring including quantification of metaboiites in blcod, urine or spinal
fluid or enzyme or DNA confirmation in tissues,

4. Require specially processed or treated medical fogods that are
generally available only under the supervision and direction of a physician
who is licensed pursuant to title 32, chapter 13 or 17 or a registered nurse
practitioner who is Ticensed pursuant to title 32, chapter 15, that must be
consumed throughout 1ife and without which the person may suffer serious
mental or physical impairment.
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AA. Medical foods eligible for coverage under this section shall be
prescribed or ordered under the supervision of a physician licensed pursuant
to title 32, chapter 13 or 17 or a registered nurse practitioner who is
licensed pursuant to title 32, chapter 15 as medically necessary for the
therapeutic treatment of an inherited metabolic disease.

BE. A health care services organization shall cover at Teast fifty per
cent of the cost of medical foods prescribed to treat inherited metabolic
disorders and covered pursuant to this section. An organization may limit
the maximum annual benefit for medical foods under this section to five
thousand dollars, which applies to the cost of all prescribed modified low
protein foods and metabolic formula.

CC. Unless preempted under federal law or unless federal Taw imposes
greater reqguirements than this section, this section applies to a provider
sponsored health care services organization.

DD. For the purposes of:

1. This section:

(a) "Inherited metabolic disorder” means a disease caused by an
inherited abnormality of body chemistry and includes a disease tested under
the newborn screening program prescribed in section 36-694,

(b) "Medical foods” means modified low protein foods and metabolic
formula.

(c) "Metabolic formula” means foods that are all of the following:

(i) Formulated to be consumed or administered enterally under the
supervision of a physician who is licensed pursuant to title 32, chapter 13
or 17 or a registered nurse practitioner who is licensed pursuant to title
32, chapter 15.

(i1) Processed or formulated to be deficient in one or more of the
nutrients present in typical foodstuffs.

(ii1) Administered for the medical and nutritional management of a
person who has 1imited capacity to metabelize foodstuffs or certain nutrients
contained in the foodstuffs or who has other specific nutrient requirements
as established by medical evaluation,

{iv) Essential to & person’'s optimal growth, health and metabolic
homeostasis.

{d) "Modified Tow protein foods“ means foods that are all of the
following:

(i} Formulated to be consumed or administered enterally under the
supervision of a physician who is licensed pursuant to title 32, chapter 13
or 17 or a registered nurse practitioner who is licensed pursuant to title
32, chapter 15.

(ii) Processed or formulated to contain less than one gram of protein
per unit of serving, but does not include a natural food that is naturally
Jow in protein.
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(1§1) Administered for the medical and nutritional management of a
person who has Timited capacity to metabolize foodstuffs or certain nutrients
contained in the foodstuffs or who has other specific nutrient requirements
as established by medical evaluation.

(iv) Essential to a person's coptimal growth, health and metabolic
homeostasis.

2. Subsection B of this section, “child™, for purpeses of initial
coverage of an adopted chiid or a child placed for adoption but not for
purposes of termination of coverage of such child, means a person under the
age—of eighteen years OF AGE.

Sec. 3. Secticon 20-1342, Arizona Revised Statutes, is amended to read:

20-1342. Scope and format of policy; definitions

A. A policy of disability insurance shall not be delivered or issued
for delivery to any person in this state unless it otherwise complies with
this title and complies with the following:

1. The entire money and other considerations shall be expressed in the
policy.

2. The time when the insurance takes effect and terminates shall be
expressed in the policy.

3. It shall purport to insure only one person, except that a policy
may insure, originally or by subsequent amendment, on the application of the
pslicyholder or the poiicyholder's spouse, any two or more eligible members
of that family, including husband, wife, dependent children or any children
under a specified age that does not exceed nineteen years and any other
person dependent upon the policyholder. Any policy, except accidental death

“and dismemberment, applied for that provides family coverage shall, as to

such coverage of family members, SHALL also provide that the benefits
applicablie for children shall be payable with respect to a newly born child
of the insured from the instant of such child's birth, to a child adopted by
the insured, regardless of the age at which the child was adopted, and to a
child who has been placed for adoption with the insured and for whom the
appiication and approval procedures for adoption pursuant to section 8-105 or
8-108 have been completed to the same extent that such coverage applies to
other members of the family. The coverage for newly born or adopted children
or children placed for adoption shall include coverage of injury or sickness
including necessary care and treatment of medically diagnosed congenital
defects and birth abnormalities. If payment of a specific premium is
required to provide coverage for a child, the policy may require that
notification of birth, adoption or adoption placement of the child and
payment of the required premium must be furnished to the insurer within
thirty-one days after the date of birth, adoption or adoption placement in
order to have the coverage continue beyond the thirty-one day period.

4. The style, arrangement and overall appearance of the policy shall
give no undue prominence to any portion of the text, and every printed
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portion of the text of the policy and of any endorsements or attached papers
shall be plainly printed in light-faced type of a style in general use, the
size of which shall be uniform and not Tess than ten point with a lower case
unspaced alphabet length of not less than one hundred and twenty point.
"Text™ shall include all printed matter except the name and address of the
insurer, name or title of the policy, the brief description, if any., and
captions and subcaptions.

5. The exceptions and reductions of indemnity shall be set forth in
the policy and, other than those contained in sections 20-1345 through
20-1368, shall be printed and, at the insurer’'s option, either inciuded with
the benefit provision to which they apply or under an appropriate caption
such as "exceptions"”, or "exceptions and reductions", except that if an
exception or reduction specifically applies only to a particular benefit of
the policy, a statement of such exception or reduction shall be included with
the benefit provision to which it applies.

6. Each such form, including riders and endorsements, shall be
jdentified by & form number in the lower left-hand corner of the first page.

7. The policy shall contain no provision purporting to make any
portion of the charter, rules, constitution or bylaws of the insurer a part
of the pelicy unless such portion is set forth in full in the policy, except
in the case of the incorporation of, or reference to, a statement of rates or
classification of risks, or short-rate table filed with the director.

8. Each contract shall be so written that the corperation shall pay
benefits:

(a) For performance of any surgical service that is covered by the
terms of such contract, regardless of the place of service,

(b) For any home health services that are performed by a licensed home
health agency and that a physician has prescribed in lieu of hospital
services, as defined by the director, providing the hospital services would
have bheen covered.

{(c) For any diagnostic service that a physician has performed cutside
a hospital in lieu of inpatient service, providing the inpatient service
would have been covered.

(d) For any service performed in a hospital’'s cutpatient department or
in @ freestanding surgical facility, providing such service woutd have been
covered if performed as an inpatient service.

9. A disability idinsurance policy that provides coverage for the
surgical expense of a mastectomy shall also provide coverage incidental to
the patient's covered mastectomy for the expense of reconstructive surgery of
the breast on which the mastectomy was performed, surgery and reconstruction
of the other breast to produce a symmetricalt appearance, prostheses,
treatment of physical complications for all stages of the mastectomy,
including lymphedemas, and at Teast two external postoperative prostheses
subject to all of the terms and conditions of the policy.
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10. A contract, except a supplemental contract covering a specified
disease or other limited benefits, that provides coverage for surgical
services for a mastectomy shall also provide coverage for mammography
screening performed on dedicated equipment for diagnostic purposes on
referral by a patient’s physician, subject to all of the terms and conditions
of the policy and according to the following guidelines:

{(a) A baseline mammogram for a woman from age thirty-five to
thirty-nine,

(b)Y A mammogram for & woman from age forty to forty-nine every two
years or more frequently based on the recommendation of the woman's
physician.

(c} A mammogram every year for a woman fifty years of age and over.

11. Any contract that is issued to the insured and that provides
coverage for maternity benefits shall alsc provide that the maternity
benefits apply to the costs of the birth of any child legally adopted by the
insured if all the following are true:

(a) The child is adopted within one year of birth.

(b) The insured is legally obligated to pay the costs of birth.

(c) A1l preexisting conditions and other Timitations have been met by
the insured.

{d) The insured has notified the insurer of the insured's
acceptability to adopt children pursuant to section 8-105, within sixty days
after such approval or within sixty days after a change in insurance
policies, plans or companies.

12. The coverage prescribed by paragraph 11 of this subsection is
excess to any other coverage the natural mother may have for maternity
benefits except coverage made available to persons pursuant to title 36,
chapter 29, but not including coverage made available to persons defined as
eligible under section 36-2901, paragraph 6, subdivisicns (b), (c¢), (d)
and (e). If such other coverage exists the agency, attorney or individual
arranging the adeption shall make arrangements for the insurance to pay those
costs that may be covered under that policy and shall advise the adopting
parent in writing of the existence and extent of the coverage without
disclosing any confidential information such as the identity of the natural
parent. The insured adeopting parents shall notify their insurer of the
existence and extent of the other coverage.

B. Any contract that provides maternity benefits shali not restrict
benefits for any hospital length of stay in connection with childbirth for
the mother or the newborn child to less than forty-eight hours following a
normal vaginal delivery or ninety-six hours following a cesarean section.
The contract shall not require the provider to obtain authorization from the
insurer for prescribing the minimum Jength of stay required by this
subsection. The contract may provide that an attending provider in
consultation with the mother may discharge the mether or the newborn child
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before the expiration of the minimum length of stay required by this
subsection. The insurer shall not:

1. Deny the mother or the newborn child eligibiiity or continued
etigibiiity to enroll or to renew coverage under the terms of the contract
solely for the purpose of avoiding the regquirements of this subsection.

2. Provide monetary payments or rebates to mothers to encourage those
mothers to accept less than the minimum protections available pursuant to
this subsection.

3. Penalize or otherwise reduce or 1imit the reimbursement of an
attending provider because that provider provided care to any insured under
the contract in accordance with this subsection.

4, Provide monetary or other incentives to an attending provider to
induce that provider to provide care to an insured under the contract in a
manner that is inconsistent with this subsection,.

5. Except as described in subsection C of this section, restrict
benefits for any portion of a period within the minimum length of stay in a
manner that is less favorable than the benefits provided for any preceding
portion of that stay.

C. MNothing in subsection B of this section:

1. Reguires a mother to give birth in a hospital or to stay in the
hospital for a fixed period of time following the birth of the child.

2. Prevents an insurer from imposing deductibles, coinsurance or other
cost sharing in relation to benefits for hospital lengths of stay in
connection with childbirth for a mother or a newborn child under the
contract, except that any coinsurance or other cost sharing for any portion
of a period within a hospital length of stay required pursuant to subsection
B of this section shall not be greater than the coinsurance or cost sharing
for any preceding portion of that stay.

3. Prevents an insurer from negotiating the 1level and type of
reimbursement with a provider for care provided in accordance with subsection
B of this section,

D. Any contract that provides coverage for diabetes shall also provide
coverage for equipment and supplies that are medically necessary and that are
prescribed by a healtih care provider including:

1. Blood glucose monitors.

2. Blood glucose monitors for the legally blind,

3. Test strips for glucose monitors and visual reading and urine
testing strips.

4. Insulin preparations and glucagon.

Insulin cartridges.

Drawing up devices and monitors for the visually impaired.
Injection aids.

Insulin cartridges for the legally blind.

Syringes and lancets including automatic Tancing devices.

w00~ N
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10. Prescribed oral agents for contrpolling blood sugar that are
included on the plan formulary.

11. To the extent coverage 1is required under medicare, podiatric
appliances for prevention of complications associated with diabetes.

12, Any other device, medication, equipment or supply for which
coverage is required under medicare from and after January 1, 1999. The
coverage reqguired in this paragraph is effective six months after the
coverage is reguired under medicare.

E. HNothing in subsection D of this section:

1. Prohibits a disability insurer from imposing deductibles,
coinsurance or other cost sharing in relation to benefits for equipment or
supplies for the treatment of diabetes.

2. Reguires a policy to provide an insured with cutpatient benefits if
the policy does not cover outpatient benefits.

F. Any contract that provides coverage for prescription drugs shall
not 1imit or exclude coverage for any prescription drug prescribed for the
treatment of cancer on the basis that the prescription drug has not been
approved by the United States food and drug administration for the treatment
of the specific type of cancer for which the prescription drug has been
prescribed, if the prescription drug has been recognized as safe and
effective for treatment of that specific type of cancer in one or more of the
standard medical reference compendia prescribed in subsection G of this
section or medical literature that meets the criteria prescribed in
subsection G of this section. The coverage required under this subsection
includes covered medically necessary services associated with the
administration of the prescription drug. This subsection does not:

1. Require coverage of any prescription drug used in the treatment of
a type of cancer if the United States food and drug administration has
determined that the prescription drug is contraindicated for that type of
cancer,

2. Require coverage for any experimental prescription drug that is not
approved for any indication by the United States food &nd drug
administration.

3. Alter any law with regard to provisions that 1imit the coverage of
prescription drugs that have not been approved by the United States food and
drug administration.

4, Require reimbursement or coverage for any prescription drug that is
not included in the drug formulary or 1ist of covered prescription drugs
specified in the contract.

5. Prohibit a contract from Timiting or excluding coverage of 4
prescription drug, if the decision to 1imit or exciude coverage of the
prescription drug is not based primarily on the coverage of prescription
drugs required by this section.
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6. Prghibit the use of deductibles, coinsurance, copayments or other

-cost sharing in relation to drug benefits and related medical benefits

offered.
G. For the purposes of subsection F of this sectiagn:
1. The acceptable standard medical reference compendia are the
following:
PR , i ead s I Taabs ' blient
£ the A . : g SO
By (a) The American hospitail formulary service drug information, a
publication of the American scciety aof health system pharmacists.

H aaimiite & 0 d d PO d— D

the—tri-ted-—States phormacopoeia—eonmvention:

{b) THE NATIONAL COMPREHENSIVE CANCER NETWORK DRUGS AND BIOLDGICS
COMPENDIUM.

{c) THOMSON MICROMEDEX COMPENDIUM DRUGDEX.

(d) ELSEVIER GOLD STANDARD'S CLINICAL PHARMACOLOGY COMPENDIUM.

{(e) OTHER AUTHORITATIVE COMPENDIA AS IDENTIFIED BY THE SECRETARY OF
THE UNITED STATES DEPARTMENT OF HEALTH AND HUMAN SERVICES.

2. Medical literature may be accepted if all of the following apply:

(a} At least two articles from major peer reviewed professiocnal
medical journals have recognized, based on scientific or medical criteria,
the drug's safety and effectiveness for treatment of the indication for which
the drug has been prescribed.

(b) No article from a major peer reviewed professional medical journal
has concluded, based on scientific or medical criteria, that the drug is
unsafe ar ineffactive or that the drug’'s safety and effectiveness cannot be
determined for the treatment of the indication for which the drug has been
prescribed.

(¢) The literature meets the uniform requirements for manuscripts
submitted to biomedical journals established by the international committee
of medical journal editors or is published in a journal specified by the
United States department of health and human services as acceptable peer
reviewed medical literature pursuant to section 186(t)(2)(B) of the social
security act (42 United States Code section 1395x(t)(2)(B)).

H. Any contract that is offered by a disability insurer and that
contains a routine outpatient prescription drug benefit shall provide
coverage of medical foods to treat inherited metabolic disorders as provided
by this section.

I. The metabolic disorders triggering medical foods coverage under
this section shall:

1. Be part of the newborn screening program prescribed in section
36-694.

2. Involve amino acid, carbohydrate or fat metaboclism.

_25-



00 =~ O N o P

H.B. 2145

3. Have medically standard methods of diagnosis, treatment and
monitoring including quantification of metabolites in blood, urine or spinal
fluid or enzyme or ONA confirmation in tissues.

4. Require specially processed or treated medical foods that are
generally available only under the supervision and direction of a physician
who 1s Ticensed pursuant to title 32, chapter 13 or 17 or a registered nurse
practitioner who is licensed pursuant to title 32, chapter 15, that must be
consumed throughout Tife and without which the person may suffer serious
mental or physical impairment.

J. Medical foods eligible for coverage under this section shall be
prescribed or ordered under the supervision of a physician 1icensed pursuant
to title 32, chapter 13 or 17 or a registered nurse practitioner who is
Ticensed pursuant to title 32, chapter 15 as medically necessary for the
therapeutic treatment of an inherited metabolic disease.

K. An insurer shall cover at least fifty per cent of the cost of
medical foods prescribed to treat inherited metabolic disorders and covered
pursuant to this section., An insurer may 1imit the maximum annual benefit
for medical foods under this section to five thousand dollars, which applies
to the cost of all prescribed modified low protein foods and metaboliic
formula.

L. For the purposes of:

1. This section:

(a) "Inherited metabolic disorder” means a disease caused by an
inherited abnormality of body chemistry and includes a disease tested under
the newborn screening program prescribed in section 36-6%94.

(b) ™TMedical foods" means modified low protein foods and metabolic
formula.

(c) "Metabolic formula™ means foods that are all of the following:

(i1} Formulated to be consumed or administered enterally under the
supervision of a physician who is licensed pursuant to title 32, chapter 13
or 17 or a registered nurse practitioner who is licensed pursuant to title
32, chapter 15,

(ii) Processed or formulated to be deficient in one or more of the
nutrients present in typical foodstuffs.

{(iii) Administered for the medical and nutritional management of a
person who has 1imited capacity to metabolize foodstuffs or certain nutrients
contained in the foodstuffs or who has other specific nutrient requirements
as established by medical evaluation.

(iv) Essential to a person's optimal growth, health and metabolic
homeostasis.

(d) “"Modified Tow protein foods" means foocds that are all of the
following:

(i) Formulated to he consumed or administered enterally under the
supervision of a physician who is licensed pursuant to title 32, chapter 13
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or 17 or a registered nurse practitioner who is licensed pursuant to title
37, chapter 15.

(ii) Processed or formulated to contain Tess than one gram of protein
per unit of serving, but does not include a natural food that is naturally
low in protein,

(i1i) Administered for the medical and nutritional management of a
person who has limited capacity to metabolize foodstuffs or certain nutrients
contained in the foodstuffs or who has other specific nutrient regquirements
as established by medical evaluation.

(iv) Essential to a person's optimal growth, heaith and metaboliic
homeostasis.

2. Subsection A of this section, the term “c¢hild", for purposes of
initial coverage of an adopted child or a child placed for adoption but not
for purposes of termination of coverage of such child, means a person under
the age of eighteen years.

Sec. 4. Section 20-1379, Arizona Revised Statutes, s amended to read:

20-1379. GQuaranteed availabiiity of individual health insurance

coverage; prior group coverage: definitions

A. Every health care insurer that offers individual health insurance
coverage in the individual market in this state shall provide guaranteed
availability of coverage to an eligible individual who desires to enroll in
individual health insurance coverage and shall not:

1. Decline to offer that coverage to, or deny enrollment of, that
individual.

2. Impose any preexisting condition exclusion for that coverage.

B. Every health care insurer that offers individual health insurance
coverage in the individual market in this state shall offer all policy forms
of health insurance coverage that are designed for, THAT are made generally
available and actively marketed to and THAT enroll both eligible or other
individuals. A health care insurer that offers only one policy form in the
individual market compiies with this section by offering that form to
eligible individuals. A health care dinsurer alsc may comply with the
requirements of this section by electing to offer at least two different
policy forms to eligibie individuals as provided by subsection C of this
section. -

C. A health care insurer shall meet the requirements prescribed in
subsection B of this section if:

1. The health care insurer offers at least two different policy forms,
both of which are designed for, ARE made generally available and actively
marketed to and enroll both eligiblie and other individuals.

2. The offer includes at least either:

{a) The policy forms with the largest and next te the Targest earned
premium volume of all policy forms offered by the health care insurer in this

-2?_



0~ MmN

H.B, 2145

state in the individual market during a period not to exceed the preceding
two calendar years. '

(b) A choice of two policy forms with representative coverage,
consisting of a Tower level of coverage policy form and a higher level of
coverage policy form, each of which includes benefits that are substantially
similar to other individual health insurance coverage offered by the health
care insurer in this state and each of which is covered by a method that
provides for risk adjustment, risk spreading or a risk spreading mechanism
amgng the health care insurer's policies,

D. The health care insurer's election pursuant to subsection C of this
section is effective for policies offered during a period of at Teast two
years.

E. If a health care insurer offers individual health {insurance
coverage in the individual market through a network plan, the health care
insurer may do both of the following:

1. Limit the individuals who may be enrolled under health insurance
coverage to those whe tive, reside or work within the service area for a
network plan.

2. MWithin the service area of a network plan, deny health insurance
coverage to individuals if the health care insurer has demonstrated, if
required, to the director that both:

{(a) The health care insurer will not have the capacity to deliver
services adequately to additional individual enrollees because of the health
care insurer's obligations to existing group contract holders and enrollees
and individual enroliees.

(b} The health care insurer is applying this paragraph uniformly to
individuals without regard to any health status-related factor of the
individuals and without regard to whether the individuals are eligible
individuals.

F. A health care insurer may deny individual health insurance coverage
in the individual market to an eligible individual if the health care insurer
demonstrates to the director that the health care insurer: .

1. Does not have the financial reserves necessary to underwrite
additional coverage.

2. Is denying coverage uniformly to all individuals in the individual
market in this state pursuant to state Taw and without regard to any health
status-related factor of the individuals and without regard to whether the
individuals are eligible individuals.

G. If a health care insurer denies health insurance coverage in this
state pursuant to subsection F of this section, the health care insurer shall
not offer that coverage in the individual market in this state for one
hundred eighty days after the date the coverage is denied or until the health
care insurer demonstrates to the director that the health care insurer has
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sufficient financial reserves to underwrite additional coverage, whichever is
later.

H. An accountabie health plan as defined in section 20-2301 that
offers conversion policies on an individual or group basis in connecticn with
a health benefits plan pursuant to this title is not a health care insurer
that offers individual health insurance coverage solely because of the offer
of a conversion policy.

I. Nothing in this section:

1. Creates additional restrictions on the amount of the premium rates
that a health care insurer may charge an individual for health insurance
coverage provided in the individual market.

2. Prevents a health care insurer that offers health insurance
coverage in the individual market from establishing premium rates or
modifying otherwise applicable copayments or deductibles in return for
adherence to programs of health promotion and disease prevention.

3. Requires a health care insurer that offers only short-term 1imited
duration insurance limited benefit coverage or to individuals and no cother
coverage to individuals in the individual market to offer individual health
insurance coverage in the individual market.

4., Requires a health care insurer offering health care coverage only
on a group basis or through one or more bona fide associations, or both, to
offer health insurance coverage in the individual market.

J. A health care insurer shall provide, without charge, a written
certificate of creditable coverage as described in this section for
creditable coverage occurring after June 30, 1996 if the individual:

1. Ceases to be covered under a policy offered by a health care
insurer., An individual who is covered by a policy that is issued on a group
basis by a health care insurer, that is terminated or not renewed at the
choice of the sponsor of the group and where the replacement of the coverage
is without a break in coverage is not entitled to receive the certification
prescribed in this paragraph but is instead entitled to receive the
certification prescribed in paragraph 2 of this subsection.

2. Reguests certification from the health care dinsurer within
twenty-four months after the coverage under a health 1insurance coverage
policy offered by a heatth care insurer ceases.

K. The certificate of creditable coverage provided by a health care
insurer is a written certification of the period of creditable coverage of
the individual under the health insurance coverage offered by the health care
insurer. The department may enforce and monitor the issuance and delivery of
the notices and certificates by health care insurers as reguired by this
section, section 20-1380, the health insurance portabitity and accountability
act of 1996 (P,L. 104-191; 110 Stat. 1936) and any federal regulations
adopted to implement the health insurance portability and accountability act
of 1996.
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L. Any health care insurer, accountable health plan or other entity
that issues health care coverage in this state, as applicable, shall issue
and accept a certificate of creditable coverage of the individual that
contains at least the following information:

1. The date that the certificate is issued.

2. The name of the individual or dependent for whom the certificate
applies and any other information that is necessary to allow the issuer
providing the coverage specified 1in the certificate to identify the
individual, including the individual's identification number under the policy
and the name of the policyholder if the certificate is for or includes a
dependent.

3. The name, address and telephone number of the issuer providing the
certificate.

4. The telephone number to call for further informaticn regarding the
certificate.

5. One of the following:

(ay A statement that the individual has at least eighteen months of
creditable coverage. For THE purposes of this subdivision, "eighteen months"
means five hundred forty-six days.

(b} Both the date that the 1individual first socught coverage, as
evidenced by a substantially complete application, and the date that
creditable coverage began.

6. The date creditable <coverage ended, unless the certificate
indicates that creditable coverage is continuing from the date of the
certificate.

7. The consumer assistance telephone number for the department,

8. The following statement in at least fourteen point type:

Important Notice!

Keep this certificate with your important personal records to

protect your rights under the health insurance portability and

accountability act of 1996 ("HIPAA™). This certificate is proof

of your prior health insurance coverage. You may need to show

this certificate to have a guaranteed right to buy new health

insurance ("Guaranteed issue")., This certificate may also help

you avoid waiting perieds or exclusions for preexisting

conditions. Under HIPAA, these rights are guaranteed only for a

very short time period. After your group coverage ends, you

must apply for new coverage within 63 days to be protected by

HIPAA. If you have questions, call the Arizona department of

insurance.

M. A health care insurer has satisfied the certification requirement
under this section if the insurer offering the health benefits plan provides
the certificate of creditable coverage in accordance with this section within
thirty days after the event that triggered the issuance of the certificate.
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N. Periods of creditable coverage for an individual are established by
the presentation of the certificate described in this section and section
20-2310. In addition to the written certificate of creditable coverage as
described in this section., individuals may establish creditabie coverage
through the presentation of documents or other means. In order to make a
determination that is based on the relevant facts and circumstances of the
amount of creditable coverage that an individual has, a health care insurer
shall take into account all information that the insurer obtains or that is
presented to the insurer on behalf of the individual.

0. A health care insurer shall calculate creditable coverage according
to the following rules:

1. The health care insurer shall allow an individual credit for each
day the individual was covered by creditable coverage.

2. The health care insurer shall not count a period of creditable
coverage for an individual enrclled under any form of health insurance
coverage if after the period of coverage and before the enroliment date there
were sixty-three consecutive days during which the individual was not covered
by any creditable coverage.

3. The health care insurer shall not include any period that an
individual 9s in a waiting period or an affiliation period for any health
coverage or is awaiting action by a health care insurer on an application for
the issuance of health insurance coverage when the health care insurer
determines the continuous period pursuant to paragraph 1 of this subsection.

4. The health care insurer shall not include any period that an
individual is waiting for approval of an applicaticn for health care
coverage, provided the individual submitted an application to the health care
insurer for health care coverage within sixty-three consecutive days after
the individual's most recent creditable coverage.

5. The health care insurer shall not count a period of creditable
coverage with respect to enrollment of an individuals— if, after the most
recent period of creditable coverage and before the enrollment date,
sixty-three consecutive days lapse during all of which the individual was not
covered under any creditable coverage. The health care insurer shall not
include in the determination of the period of continuous coverage described
in this section any peried that an individual is in a waiting period for
health insurance coverage offered by a health care insurer, s in a waiting
period for benefits under a health benefits plan offered by an accountable
health plan or is in an affiliation period.

6. In determining the extent to which an individual has satisfied any
portion of any applicable preexisting condition period the health care
insurer shall count a period of creditable coverage without regard to the
specific benefits covered during that period.

P. An individua) is an eligible individual if, on the date the
individual seeks coverage pursuant to this section, the individual has an
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aggregate period of creditable coverage as defined and calculated pursuant to

this section of at least eighteen months and all of the following apply:

1, The most recent creditable coverage for the individua) was under a
plan offered by:

(a) An employee welfare benefit plan that provides medical care to
employees or the employees' dependents directly or through insurance,
reimbursement or otherwise pursuant to the employee retirement income
security act of 1974 (P.L. 93-406; B8 Stat. B29; 29 United States Code
sections 1001 through 1461),

(b} A church plan as defined in the employee retirement income
security act of 1974,

(c) A governmental plan as defined in the employee retirement income
security act of 1974, dincluding & plan established or maintained for its
employees by the government of the United States or by any agency or
instrumentality of the United States.

{(d) An accountable health plan as defined in section 20-2301.

(e} A plan made available to a person defined as eligible pursuant to
section 36-29%01, paragraph &, subdivision (d}) or a dependent pursuant to
section 36-2901, paragraph 6, subdivision (e} of a person eligible under
section 36-2901, paragraph &, subdivision (d), provided the person was most
recently employed by a business in this state with at least two but not more
than fifty full-time employees.

2. The individual is not eligible for coverage under:

(a) An employee welfare benefit plan that provides medical care to
employees or the employees' dependents directly or through insurance,
reimbursement or otherwise pursuant to the employee retirement income
security act of 1974,

{b) A health benefits plan issued by an accountable health plan as
defined in section 20-2301.

(¢) Part A or part B of title XVIII of the social security act,

(d) Title 36, chapter 29, except coverage to persons defined as
eligible under section 36-2901, paragraph 6, subdivisions (b}, (c), (d) and
{e}, or any other plan established under title XIX of the social security
act, and the individual does not have other health insurance coverage,

3. The most recent coverage within the coverage period was not
terminated based on any factor described in section 20-2309, subsection B,
paragraph 1 or 2 relating to nonpayment of premiums or fraud.

4, The individual was offered and elected the option of continuation
coverage under a COBRA continuation provision pursuant to the consolidated
omnibus budget reconciliation act of 1985 (P.L. 99-272; 100 Stat. 82) or a
simitar state program.

5. The individual exhausted the continuation coverage pursuant to the
consolidated omnibus budget reconciltiation act of 1985.
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(. HNotwithstanding subsection P of this section, an individual is an
eligible individual if:

1. The individual is an individual enrollee in a health care services
organization that is domiciled in this state on the date that the health care
seryices organization is declared insolvent, idincluding any health care
services organization that is not an accountable health plan as defined in
section 20-2301.

2. The individual's coverage terminates during the delinquency
proceeding, after the health care services organization is declared
insoivent.

3. The individual satisfies the requirements of an eligible individual
as prescribed in this section other than the required period of creditable
coverage.

R. HNotwithstanding subsection P of this section, a newborn child,
adopted child or child placed for adoption is an eligible individual if the
child was timely enrolled and otherwise would have met the definition of an
eligible dindividual as prescribed in this section other than the required
period of creditable coverage and the child is not subject to any preexisting
condition exclusion or 1imitation if the child has been continuously covered
under health insurance coverage or & health benefits plan offered by an
accountable health plan since birth, adoption or placement for adoption.

S. 1f a health care insurer imposes a waiting period for coverage of
preexisting conditions, within a reasonable pericd of time after receiving an
individual's proof of creditable coverage and not later than the date by
which the individual must select an insurance plan, the health care insurer
shall give the individual written disclosure of the insurer's determination
regarding any preexisting condition exclusion period that applies to that
individual. The discigsure shall include all of the following information:

1. The period of creditable coverage allowed toward the waiting period
for coverage of preexisting conditions.

2. The basis for the insurer's determination and the source and
substance of any information on which the insurer has reljed.

3. A statement of any right the individual may have to present
additional evidence of creditable coverage and to appeal the insurer's
determination, including an explanation of any procedures for submission and
appeal.

T. This section and section 20-1380 apply to all health insurance
coverage that is offered, sold, issued, renewed, in effect or operated in the
individual wmarket after June 30, 1997, regardless of when a period of
creditable coverage occurs.

U. For the purposes of this section and section 20-1380 as applicable:

1. "Affiliation period” has the same meaning prescribed in section
20-2301.
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2. T"Bona fide association™ means, for health care coverage issued by a
health care insurer, an association that meets the requirements of section
20-2329.

3. "Creditable coverage"™ means coverage solely for an individual,
other than Timited benefits ccverage, under any of the following:

{a) An employee welfare benefit plan that provides medical care to
employees or the employees' dependents directly or through insurance,
reimbursement or otherwise pursuant to the emplecyee retirement income
security act of 1974,

(b) A church plan as defined in the empleoyee retirement income
security act of 1974.

(c) A health benefits plan issued by an accountable health plan as
defined in section 20-2301.

(d) Part A or part B of title XVYIII of the social security act.

(e) Title XIX of the social security act, other than coverage
consisting solely of benefits under section 1928,

(f) Title 10, chapter 55 of the United States Code.

(g) A medical care program of the Indian health service or of a tribal
organization.

(h) A health benefits risk pool operated by any state of the United
States.

(i) A health plan offered pursuant to title 5, chapter 89 of the
United States Code.

(j) A public health plan as defined by federal law.

(k) A health benefit plan pursuant to section 5{(e) of the peace corps
act (P.L. 87-293; 75 Stat. 612; 22 United States Code sections 2501 through
2523).

(1) A policy or contract, including short-term 1limited duration
insurance, issued on an individual basis by an dnsurer, a health care
services organization, a hospital service corporation, a medical service
corporation or a hospital, medical, dental and optometric service corporation
or made available to persons defined as eligible under section 36-2901,
paragraph 6, subdivision (b}, (c}, (d) or (e).

(m) A policy or contract issued by a health care insurer or an
accountable health plan to a member of a bona fide association.

4. ™"Delinquency proceeding” has the same meaning prescribed in section
20-611.

. "Different policy forms™ means variations between policy forms
offered by a health care insurer, including policy forms that have different
cost sharing arrangements or different riders.

6. M"Genetic information” means information about genes, gene products
and inherited characteristics that may derive from the individual or a family
member, including information regarding carrier status and information
derived from laboratory tests that identify mutations in specific genes or
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chromosomes, physical medical examinations, family histories and direct
analysis of genes or chromoscomes.

7. "Health care insurer”™ means a disability insurer, greup disability
insurer, blanket disability idinsurer, heaith care services organization,
hospital service corporation., medical service corporation or a hospital,
medical, dental and optometric service corporation.

8. "Health status-related factor" means any factor in relation to the
health of the individual or a dependent of the individual enrolied or to be
enrolled in a health care services organization including:

(a) Health status.

(b) Medical condition, including physical and mental illness.

{c) Claims experience.

(d) Receipt of health care.

{e) Medical history.

(f) Genetic information.

(g) Evidence of insurability, including conditions arising out of acts
of domestic violence as defined in section 20-448,

(h} The existence of a physical or mental disability.

. "Higher level of coverage” means a policy form for which the
actuarial value of the benefits under the health insurance coverage offered
by a health care insurer is at least fifteen per cent more than the actuarial
value of the health insurance coverage offered by the health care insurer as
a lower level of coverage in this state but not more than one hundred twenty
per cent of a policy form weighted average.

10. "Individual health insurance coverage” means health insurance
coverage offered by a health care insurer to individuals in the individual
market but does not include Timited benefit coverage or short-term limited
duration insurance. A health care insurer that offers Timited benefit
coverage or short-term Timited duration insurance to individuals and no other
coverage to individuals in the individual market is not & health care insurer
that offers health insurance coverage in the individual market.

11. "Limited benefit coverage"™ has the same meaning prescribed 1in
section 20-1137.

12, T"lLower level of coverage"” means a policy form offered by a health
care insurer for which the actuarial value of the benefits under the health
insurance coverage is at least eighty-five per cent but not more than one
hundred per cent of the policy form weighted average.

13. "Network plan™ means & health care plan provided by a health care
insurer under which the financing and delivery of health care services are
provided, in whole or in part, through a defined set of providers EITHER
under contract with he A health care insurer LICENSED PURSUANT TO CHAPTER 4,
ARTICLE 3 OF THIS TITLE OR UNDER CONTRACT WITH A HEALTH CARE INSURER in
accordance with the determination made by the director pursuant to section
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20-1053 regarding the geographic or service area in which & health care
insurer may operate.

14. ™Policy form weighted average"” means the average actuarial value of
the benefits provided by a health care insurer that issues health coverage in
this state that is provided by either the health care insurer or, if the data
are available, by all health care insurers that issue health coverage in this
state in the individual health coverage market during the previous calendar
year, except coverage pursuant to this section, weighted by the enrollment
for all coverage forms.

15. "Preexisting condition” means a condition, regardless of the cause
of the condition, for which medical advice, diagnosis, cares— or treatment
was recommended or received within not more than six months before the date
of the enrollment of the individual under the health insurance policy or
cther contract that provides health coverage benefits. A genetic condition
is not a preexisting condition in the absence of a diagnosis of the condition
related to the genetic information and shall not result in a preexisting
condition limitation or preexisting condition exclusion.

16. "Preexisting condition 1imitation” or "preexisting condition
exclusion”™ means a limitation or exclusion of benefits for a preexisting
condition under a health insurance policy or other contract that provides
health coverage benefits.

17. "Short-term Timited duration insurance” means health insurance
coverage that is offered by a health care insurer, that remains in effect for
no more than one hundred eighty-five days, that cannot be renewed or
otherwise continued for more than one hundred eighty days and that is not
intended or marketed as health insurance coverage subject to guaranteed
issuance or guaranteed renewal provisions of the taws of this state but that
is creditable coverage within the meaning of this section and section
20-2301.

Sec. 5. Section 20-1402, Arizona Revised Statutes, is amended to read:

20-1402. Provisions of group disability policies; definitions

A. Each group disability policy shall contain in substance the
following provisions:

1. A provision that, in the absence of fraud, all statements made by
the policyholder or by any insured person shall be deemed representations and
not warranties, and that no statement made for the purpose of effecting
insurance shall avoid such insurance or reduce benefits unless contained in a
written instrument signed by the policyholder or the insured person, a copy
of which has been furnished to the policyholder or to the person or
beneficiary.

2. A provision that the insurer will furnish to the policyhotder, for
delivery to each employee or member of the insured group, an individual
certificate setting forth in summary form a statement of the essential
features of the insurance coverage of the employee or member and to whom
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benefits are payable. If dependents cor family members are included in the
coverage additional certificates need not be issued for delivery to the
dependents or family members. Any policy, except accidental death and
dismemberment, applied for that provides family coverage shald, as to such
coverage of family members, SHALL also provide that the benefits applicable
for children shall be payable with respect to a newly born child of the
insured from the instant of such child's birth, to a child adopted by the
insured, regardliess of the age at which the child was adopted, and to a child
who has been placed for adoption with the dinsured and for whom the
application and approval procedures for adoption pursuant to sectien 8-105 or
8-108 have been completed to the same extent that such coverage applies to
other members of the family. The coverage for newly born or adopted children
or children placed for adoption shall include coverage of injury or sickness
including the necessary care and treatment of medically diagnosed congenital
defects and birth abnormalities. If payment of a specific premium is
required to provide coverage for a child, the policy may require that
notification of birth, adoption or adoption placement of the child and
payment of the required premium must be furnished to the dinsurer within
thirty-one days after the date of birth, adoption or adoption placement in
order to have the coverage continue beyond such thirty-one day pericd.

3, A provision that to the group originally insured may be added from
time to time eligible new employees or members or dependents, as the case may
be, in accordance with the terms of the policy.

4. FEach contract shall be so written that the corporation shall pay
benefits:

(a) For performance of any surgical service that is covered by the
terms of such contract, regardless of the place of service,

(b} For any home health services that are performed by a licensed home
health agency and that a physician has prescribed in lieu of hospital
services, as defined by the director, providing the hospital services would
have been covered.

(c) For any diagnostic service that a physician has performed outside
a hospital in lieu of inpatient service, providing the inpatient service
would have been covered.

{d) For any service performed in a hospital's cutpatient department or
in a freestanding surgical facility, providing such service would have been
covered if performed as an inpatient service.

5. A group disability insurance policy that provides coverage for the
surgical expense of a mastectomy shall also provide coverage incidental to
the patient's covered mastectomy for the expense of reconstructive surgery of
the breast on which the mastectomy was performed, surgery and reconstruciion
of the other breast to produce a symmetrical appearance, prostheses,
treatment of physical complications for all stages of the mastectomy,
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including lymphedemas, and at least two external postoperative prostheses
subject to all of the ferms and conditions of the pelicy.

6. A contract, except a supplemental contract covering a specified
disease or other Tlimited benefits, that provides coverage for surgical
seryices for a mastectomy shall also provide coverage for mammography
screening performed on dedicated equipment for diagnostic purposes on
referral by a patient's physician, subject to all of the terms and conditions
of the policy and according to the following guidelines:

{a}) A baseline mammogram for a woman from age thirty-five to
thirty-nine.

(b} A mammogram for a woman from age forty to forty-nine every two
years or more frequently based on the recommendation of the woman's
physician.

{c) A mammogram every year for a woman fifty years of age and over,

7. Any contract that is issued to the insured and that provides
coverage for maternity benefits shall also provide that the maternity
benefits apply to the costs of the birth of any child legally adopted by the
insured if all the following are true;

(a) The child is adopted within one year of birth.

(b)Y The insured is legally cobligated to pay the costs of birth.

(c) All preexisting conditions and other limitations have been met by
the insured,

(d) The insured has notified the insurer of the insured’s
acceptability to adopt children pursuant to section B-105, within sixty days
after such approval or within sixty days after a change 1in insurance
policies, plans or companies.

8. The coverage prescribed by paragraph 7 of this subsection is excess
to any other coverage the natural mother may have for maternity benefits
except coverage made available to persons pursuant to title 36, chapter 29,
but not including coverage made available to persons defined as eligible
under section 36-2901, paragraph 6, subdivisions (b), (c), (d} and (e). If
such other coverage exists the agency, attorney or individual arranging the
adoption shall make arrangements for the insurance to pay those costs that
may be covered under that policy and shall advise the adopting parent in
writing of the existence and extent of the coverage without disclosing any
confidential information such as the identity of the natural parent. The
insured adopting parents shall notify their insurer of the existence and
extent of the other coverage.

B. Any policy that provides maternity benefits shall not restrict
benefits for any hospital length of stay in connection with childbirth for
the mother or the newborn child to Tess than forty-eight hours following a
normal vaginal delivery or ninety-six hours following a cesarean section.
The policy shall not require the provider to obtain authorization from the
insurer for prescribing the minimum 1length of stay required by this
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subsection. The policy may provide that an attending provider in

-consultation with the mother may discharge the mother or the newborn child

before the expiration of the minimum length of stay required by this
subsecticen. The insurer shall not:

1. Deny the mother or the newborn c¢hild eligibility or continued
eligibility to enroll or to renew coverage under the terms of the policy
solely for the purpose of avoiding the requirements of this subsection.

2. Provide monetary payments or rebates to mothers to encourage those
mothers to accept less than the minimum protections available pursuant to
this subsection,

3. Penalize or otherwise reduce or Timit the reimbursement of an
attending provider because that provider provided care to any insured under
the policy in accordance with this subsection.

4. Provide monetary or other incentives to an attending provider to
induce that provider to provide care to an insured under the policy in a
manner that is inconsistent with this subsection.

5. Except as described in subsection C of this section, restrict
benefits for any portion of a period within the minimum length of stay in a
manner that is less favorable than the benefits provided for any preceding
portion of that stay.

€. Nothing in subsection B of this section:

1. Requires a mother to give birth in & hospital or to stay in the
hospital for a fixed period of time following the birth of the child.

2. Prevents an insurer from imposing deductibles, coinsurance or other
cost sharing in relation to benefits for hospital Tengths of stay in
connection with childbirth for a mother or a newborn child under the policy,
except that any coinsurance or other cost sharing for any portion of a pericd
within a hospital length of stay required pursuant to subsection B of this
section shall not be greater than the coinsurance or cost sharing for any
preceding portion of that stay.

3. Prevents an dinsurer from negotiating the level and type of
reimbursement with & provider for care provided in accordance with
subsection B of this section.

D. Any contract that provides coverage for diabetes shall also provide
coverage for equipment and supplies that are medically necessary and that are
prescribed by a health care provider including:

1. Blood glucose monitors.

7. Blood glucose monitors for the legalily blind.

3. Test strips for glucose monitors and visual reading and urine
testing strips.

4, Insulin preparations and glucagon,

5 Insulin cartridges.

6. Drawing up devices and monitors for the visually impaired.

7 Injection aids.
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8. Insulin cartridges for the legally blind.

9. Syringes and lancets including automatic lancing devices.

10. Prescribed oral agents for controlling blood sugar that are
included on the plan formulary.

11. To the extent coverage is required under medicare, podiatric
appliances for prevention of complications associated with diabetes.

12. Any other device, medication, equipment or supply for which
coverage is required under medicare from and after January 1, 1999. The
coverage required 1in this paragraph 1is effective six months after the
coverage is required under medicare.

E. MHNothing in subsection D of this section prohibits & group
disability insurer from imposing deductibles, coinsurance or other cost
sharing in relation to benefits for equipment or supplies for the treatment
of diabetes.

F. Any contract that provides coverage for prescription drugs shall
not limit or exclude coverage for any prescription drug prescribed for the
treatment of cancer on the basis that the prescription drug has not been
approved by the United States food and drug administration for the treatment
of the specific type of cancer for which the prescription drug has been
prescribed, if the prescription drug has been recognized as safe and
effective for treatment of that specific type of cancer in one or more of the
standard medical reference compendia prescribed in subsection G of this
section or medical 1literature that meets the criteria prescribed in
subsection G of this section. The coverage required under this subsection
includes covered medically necessary services associated with the
administration of the prescription drug. This subsection does not:

1. Require coverage of any prescription drug used in the treatment of
a type of cancer if the United States food and drug administration has
determined that the prescription drug is contraindicated for that type of
cancer,

2. Require coverage for any experimental prescription drug that is not
approved for any indication by the \United States food and drug
administration.

3, Alter any law with regard to provisions that 1imit the coverage of
prescription drugs that have not been approved by the United States food and
drug administration.

4. Require reimbursement or coverage for any prescription drug that is
not included in the drug formulary or list of covered prescription drugs
specified in the contract.

5. Prohibit a contract from 7limiting or excluding coverage of a
prescription drug, if the decision to 1imit or exclude coverage of the
prescription drug is not based primarily on the coverage of prescription
drugs required by this section,
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6. Prohibit the use of deductibles, coinsurance, copayments cr other
cost sharing in relation to drug bepefits and related medical benefits
offered.

G. For the purposes of subsection F of this section:

1. The acceptable standard medical reference compendia are the
following:

E thot . o] b
3+ (a) The American hospital formulary service drug information, a
publication of the American scciety of health system pharmacists.

theHrited—States—pharmacopoeta—conventions

(b) THE NATIONAL COMPREHENSIVE CANCER NETWORK DRUGS AND BIOLOGICS
COMPENDIUM.

(c) THOMSON MICROMEDEX COMPENDIUM DRUGDEX.

(d) FELSEVIER GOLD STANDARD'S CLINICAL PHARMACOLQOGY COMPENDIUM.

(e} OTHER AUTHORITATIVE COMPENDIA AS IDENTIFIED BY THE SECRETARY OF
THE UNITED STATES DEPARTMENT OF HEALTH AND HUMAN SERVICES.

2. Medical literature may be accepted if all of the following apply:

{a) At least two articles from major peer reviewed professional
medical journals have recognized, based on scientific or medical criteria,
the drug's safety and effectiveness for treatment of the indication for which
the drug has been prescribed.

{(b) No article from a major peer reviewed professional medical journal
has concluded, based on scientific or medical criteria, that the drug is
unsafe or ineffective or that the drug's safety and effectiveness cannot be
determined for the treatment of the indication for which the drug has been
prescribed.

{¢) The literature meets the uniform requirements for manuscripts
submitted to biomedical journals estabiished by the international committee
of medical journal editors or is published in a journal specified by the
United States department of health and human services as acceptable peer
reviewed medical literature pursuant to section 186(t)(2)(B) of the social
security act (42 United States Code section 1395x(t)(2)(B)).

H. Any contract that is offered by a group disability insurer and that
contains a prescription drug benefit shall provide coverage of medical foods
to treat inherited metabolic disorders as provided by this section.

I. The metabolic disorders triggering medical foods coverage under
this section shall:

1. Be part of the newborn screening program prescribed in section
36-694.

2. Involve amino acid, carbohydrate or fat metabolism.
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3. Have medically standard methods of diagnosis, treatment and
monitoring including quantification of metabolites in blood, urine or spinal
fluid or enzyme or DNA confirmation in tissues,

4. Require specially processed or treated medical foods that are
generally available oniy under the supervision and direction of a physician
who is ticensed pursuant to title 32, chapter 13 or 17 or a registered nurse
practitioner who is licensed pursuant to title 32, chapter 15, that must be
consumed throughout Tife and without which the person may suffer serious
mental or physical impairment.

J. Medical foods eligible for coverage under this section shall be
prescribed or ordered under the supervision of a-physician licensed pursuant
to title 32, chapter 13 or 17 or a registered nurse practitioner who 1is
licensed pursuant to title 32, chapter 15 as medically necessary for the
therapeutic treatment of an inherited metabolic disease.

K. An dinsurer shall cover at least fifty per cent of the cost of
medical foods prescribed to treat inherited metabolic disorders and covered
pursuant to this section. An insurer may limit the maximum annual benefit
for medical foods under this section to five thousand deilars, which applies
to the cost of all prescribed modified low protein foods and metabolic
formula.

L. Any group disability policy that provides coverage for:

1. Prescription drugs shall also provide coverage for any prescribed
drug or device that 1is approved by the United States food and drug
administration for use as a contraceptive. A group disability insurer may
use a drug formulary, multitiered drug formulary or list but that formulary
or list shall include oral, implant and injectable contraceptive drugs,
intrauterine devices and prescription barrier methods if the group disability
insurer does not impose deductibles, coinsurance, copayments or other cost
containment measures for contraceptive drugs that are greater than the
deductibles, coinsurance, copayments or other cost containment measures for
other drugs on the same level of the formulary or 1list.

2. Outpatient health care services shall also provide coverage for
outpatient contraceptive services. For the purposes of this paragraph,
"outpatient contraceptive services" means consultations, examinations,
procedures and medical services provided on an outpatient basis and related
to the use of approved United States food and drug administration
prescription contraceptive methods to prevent unintended pregnancies.

M. Notwithstanding subsection L of this section, a religious employer
whose religious tenets prohibit the use of prescribed contraceptive methods
may require that the insurer provide a group disability policy without
coverage for all United States food and drug administration approved
contraceptive methods. A religious employer shall submit a written affidavit
to the insurer stating that it is & religious employer. On receipt of the
affidavit, the insurer shall issue to the religious employer a group
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disability policy that excludes coverage of prescription contracepitive
methods. The ‘dnsurer shall retain the affidavit for the duration of the
group disability policy and any renewals of the policy. Before a policy is
issued, every religious employer that invokes this exemption shall provide
prospective insureds written notice that the religious employer refuses to
cover all United States food and drug administration approved contraceptive
methods for religious reasons. This subsection shall not exciude coverage
for prescription contraceptive methods ordered by a health care provider with
prescriptive authority for medical indications other than to prevent an
unintended pregnancy. An insurer may reguire the insured to first pay for
the prescription and then submit a claim to the insurer along with evidence
that the prescription is for a noncontraceptive purpose. An insurer may
charge an administrative fee for handling these claims. A religious employer
shall not discriminate against an employee who independently chooses to
obtain insurance coverage or prescriptions for contraceptives from another
source,

N. For the purposes of:

1. This section:

(a) "Inherited metabolic disorder” means a disease caused by an
inherited abnormality of body chemistry and includes a disease tested under
the newborn screening program prescribed in section 36-6934,

(b) "Medical foods™ means modified low protein foods and metabolic
formula.

(c) ™"Metabolic formula™ means foods that are all of the following:

(i) Formulated to be consumed or administered enterally under the
supervision of a physician who is licensed pursuant to titie 32, chapter 13
or 17 or a registered nurse practitioner who is licensed pursuant to title
32, chapter 15.

(i1) Processed or formulated to be deficient in one or more of the
nutrients present in typical foodstuffs.

(iii) Administered for the medical and nutriticnal management of a
person who has 1imited capacity to metabolize foodstuffs or certain nutrients
contained in the foodstuffs or who has other specific nutrient requirements
as established by medical evaluation.

(iv) Essential to a person's optimal growth, health and metabolic
homeostasis.

(d) ™"Modified low protein foods"™ means foods that are all of the
foliowing:

(i} Formulated to be consumed or administered enterally under the
supervision of a physician who is licensed pursuant to title 32, chapter 13
or 17 or a registered nurse practitioner who is licensed pursuant to titie
32, chapter 15.
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(i1) Processed or formulated to contain Tess than one gram of protein
per unit of serving, but does not include a natural food that is naturally
low in protein.

(iii) Administered for the medical and nutritional management of a
person who has limited capacity to metabolize foodstuffs or certain nutrients
contained in the foodstuffs or who has other specific nutrient requirements
as established by medical evaluation.

(iv) Essential to a person’'s optimal growth, health and metabolic
homeostasis.

2. Subsection A of this section, the term "child"™, for purposes of
initial coverage of an adopted child or a child placed for adoption but not
for purposes of termination of coverage of such child, means a person under
the age of eighteen years.

3. Subsection M of this section, “religious empioyer™ means an entity
for which all of the following apply:

(a) The entity primarily employs persons who share the religious
tenets of the entity.

(b) The entity serves primarily persons who share the religious tenets
of the entity.

(c) The entity is a nonprofit organization as described in section
6033(a)(2)(AY(i) or (i11) of the internal revenue code of 1986, as amended.

Sec. 6. Section 20-1404, Arizona Revised Statutes, is amended to read:

20-1404. Blanket disability insurance; definitions

A. Blanket disability insurance is that form of disability insurance
covering special groups of persons as enumerated in one of the following
paragraphs:

1. Under a policy or contract issued to any common carrier, which
shall be deemed the policyholder, covering a group defined as all persons who
may become passengers on such common carrier.

2. Under a policy or contract issued to an employer, who shall be
deemed the policyholder, covering all employees or any group of employees
defined by reference to exceptional hazards incident to such employment.
Dependents of the employees and guests of the empioyer may also be included
where exposed to the same hazards.

3. Under a policy or contract issued to a college, school or other
institution of Tearning or to the head or principal thereof, who or which
shall be deemed the policyholder, covering students or teachers.

4, Under a policy or contract issued in the name of any volunteer fire
department or first aid or other such volunteer group, or agency having
jurisdiction thereof, which shall be deemed the policyholder, covering all of
the members of such fire department or group.

5. UlUnder & policy or contract issued to a creditor, who shall be
deemed the policyholder, to insure debtors of the creditor.
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6. Under a policy or contract issued to a sports team or to a camp or
sponsor thereof, which team or camp or sponsor thereof shall be deemed the
policyholder, covering members or campers.

7. Under @ policy or contract that 1is dissued to any other
substantially similar group and that, in the discretion of the director, may
be subject to the issuance of a blanket disability policy or contract.

B. An individual application need not be required from a person
covered under a blanket disability policy or contract, nor shall it be
necessary for the insurer to furnish each person with a certificate.

C. A1l benefits under any blanket disability policy shall be payable
to the person dinsured, or to the insured's designated beneficiary or
beneficiaries, or to the insured's estate, except that if the person insured
is a minor, such benefits may be made payable to the insured's parent or
guardian or any other person actually supporting the insured, and except that
the policy may provide that all cor any portion of any indemnities provided by
any such pelicy on account of hospital, nursing, medical or surgical services
May, at the insurer's option, MAY be paid directly tc the hospital or person
rendering such services, but the policy may not require that the service be
rendered by a particular hospital or person. Payment so made shall discharge
the insurer's obligation with respect tc the amcunt of insurance so paid.

D. Hothing contained in this section shall be deemed to affect the
legal T11ability of policyholders for the death of or injury to any member of
the group.

E. Any policy or contract, except accidental death and dismemberment,
applied for that provides family coverage shal)t, as to such coverage of
family members, SHALL also provide that the benefits applicable for children
shall be payable with respect to a newly born child of the insured from the
instant of such child's birth, to a ¢hild adopted by the insured, regardless
of the age at which the child was adopted, and to a child who has been placed
for adoption with the insured and for whom the application and approval
procedures for adoption pursuant to section 8-105 or 8-108 have been
completed to the same extent that such coverage applies to other members of
the family. The coverage for newly born or adopted children or children
placed for adoption shall include coverage of injury or sickness including
necessary care and treatment of medically diagnosed congenital defects and
birth abnormalities. If payment of a specific premium is required to provide
coverage for a child, the policy or contract may require that notification of
birth, adoption or adoption placement of the child and payment of the
required premium must be furnished to the insurer within thirty-one days
after the date of birth, adoption or adoption placement in order to have the
coverage continue beyond the thirty-one day period.

F. Each policy or contract shall be so written that the insurer shall
pay benefits:
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1. Ffor performance of any surgical seryice that is covered by the

terms of such contract, regardless of the place of service,

2. For any home health services that are performed by a licensed home
health agency and that a physician has prescribed in lieu of hospital
services, as defined by the director, providing the hospital services would
have been covered.

3. For any diagnostic service that a physician has performed cutside a
hospital in lieu of inpatient service, providing the inpatient service would
have been covered.

4, For any service performed in a hospital's outpatient department or
in a freestanding surgical facility, providing such service would have been
covered if performed as an inpatient service,

G. A blanket disability insurance policy that provides coverage for
the surgical expense of a mastectomy shall also provide coverage incidental
to the patient's covered mastectomy for the expense of reconstructive surgery
of the breast on which the mastectomy was performed, surgery and
reconstruction of the other breast to produce & symmetrical appearance,
prostheses, treatment of physical complications for all stages of the
mastectomy, including lymphedemas, and at Teast two external postoperative
prostheses subject to all ¢f the terms and conditions of the policy.

H. A contract that provides coverage for surgical services for a
mastectomy shall also provide coverage for mammography screening performed on
dedicated equipment for diagnostic purposes on referral by a patient’s
physician, subject to all of the terms and conditions of the policy and
according to the following guidelines;:

1. A baseline wmammogram for a woman from age thirty-five to
thirty-nine.

2. A mammogram for a woman from age forty to forty-nine every two
years or more frequently based on the recommendation of the woman’s
physician.

3. A mammogram every year for a woman fifty years of age and over.

I. Any contract that is issued toc the insured and that provides
coverage for maternity benefits shall also provide that the maternity
benefits apply to the costs of the birth of any child legaily adopted by the
insured if all the following are true:

1. The child is adopted within one year of birth.

2. The insured is legally obligated to pay the costs of birth.

3. A1l preexisting conditions and other Timitations have been met by
the insured.

4. The insured has notified the insurer of his acceptability to adopt
children pursuant to section 8-105, within sixty days after such approval or
within sixty days after a change in insurance policies, plans or companies,

J. The coverage prescribed by subsection I of this section is excess
to any other coverage the natural mother may have for maternity benefits
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except coverage made available to persons pursuant to title 36, chapter 29,
but not including coverage made available to persons defined as eligible
under section 36-2901, paragraph 6, subdivisions (b), (c), (d) and (e}, If
such other coverage exists the agency, attorney or individual arranging the
adoption shall make arrangements for the insurance to pay those costs that
may be covered under that policy and shall advise the adopting parent in
writing of the existence and extent of the coverage without disclosing any
canfidential information such as the identity of the natural parent. The
insured adopting parents shall notify their insurer of the existence and
extent of the other coverage.

K. Any contract that provides maternity benefits shall not restrict
benefits for any hospital length of stay in connection with childbirth for
the mother aor the newborn child to less than forty-eight hours following a
normal vaginal delivery or ninety-six hours following a cesarean section.
The contract shall not require the provider to obtain authorization from the
insurer for prescribing the minimum length of stay required by this
subsection. The contract may provide that an attending provider in
consultation with the mother may discharge the mother or the newborn child
before the expiration of the wminimum length of stay required by this
subsection. The insurer shall not:

1. ©Deny the mother or the newborn child eligibility or continued
eligibility to enroll or to renew coverage under the terms of the contract
solely for the purpose of avoiding the requirements of this subsection.

2. Provide monetary payments or rebates to mothers to encourage those
mothers to accept less than the minimum protections available pursuant to
this subsection.

3. Penalize or otherwise reduce or 1imit the reimbursement of an
attending provider because that provider provided care to any insured under
the contract in accordance with this subsection.

4, Provide monetary or other incentives to an attending provider to
induce that provider to provide care to an insured under the contract in a
manner that is inconsistent with this subsection.

5. Except as described in subsection L of this section, restrict
benefits for any portion of a period within the minimum length of stay in a
manner that is less favorable than the benefits provided for any preceding
portion of that stay.

L. MNothing in subsection K of this section:

1. Requires a mother to give birth in a hospital or to stay in the
hospital for a fixed period of time following the birth of the child.

2. Prevents an insurer from imposing deductibles, coinsurance or other
cost sharing in relation to benefits for hospital lengths of stay in
connection with childbirth for a mother or a newborn child under the
contract, except that any coinsurance or other cost sharing for any portion
of a period within a hospital length of stay required pursuant to subsection
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K of this section shall not be greater than the coinsurance or cost sharing
far any preceding portion of that stay.

3. Prevents an insurer from negotiating the level and type of
reimbursement with a provider for care provided in accordance with subsection
K of this section.

M. Any contract that provides coverage for diabetes shall also provide
coverage for equipment and supplies that are medically necessary and that are
prescribed by a health care provider including:

1. Blood glucose monitors.

2. Blocd gluccse monitors for the legally blind.

3. Test strips for glucose monitors and visual reading and urine
testing strips.

4, Insulin preparations and glucagon.

Insulin cartridges.

Drawing up devices and monitors for the visually impaired.
Injection aids.

Insulin cartridges for the legally blind.

0, Syringes and lancets including autematic lancing devices,

10. Prescribed oral agents for contrelling bloed sugar that are
included on the plan formulary.

11. To the extent coverage is required under medicare, podiatric
appliances for prevention of complications associated with diabetes.

12. Any other device, medication, equipment or supply for which
coverage is required under medicare from and after January 1, 1999. The
coverage required in this paragraph is effective six months after the
coverage is required under medicare.

N. Nothing in subsection M of this section prohibits a blanket
disability insurer from imposing deductibles, coinsurance or other cost
sharing in relation to benefits for equipment or supplies for the treatment
of diabetes.

0. Any contract that provides coverage for prescription drugs shall
not limit or exclude coverage for any prescription drug prescribed for the
treatment of cancer on the basis that the prescription drug has not been
approved by the United States food and drug administration for the treatment
of the specific type of cancer for which the prescription drug has been
prescribed, if the prescription drug has been recognized as safe and
effective for treatment of that specific type of cancer in one er more of the
standard medical reference compendia prescribed in subsection P of this
section or medical Tliterature that meets the criteria prescribed fin
subsection P of this section. The coverage reqguired under this subsection
includes covered medically necessary services assgciated with the
administration of the prescription drug. This subsection does not:

1. Require coverage of any prescription drug used in the treatment of
a type of cancer if the United States food and drug administration has

o = oot
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determined that the prescription drug is contraindicated for that type of
cancer.

2. Require coverage for any experimental prescription drug that is not
approved for any indication by the United States food and drug
administration.

3, Alter any law with regard to provisions that 1imit the coverage of
prescription drugs that have not been approved by the United States food and
drug administration.

4, Require reimbursement or coverage for any prescription drug that is
not included in the drug formulary or list of covered prescription drugs
specified in the contract. :

5. Prohibit a contract from 1imiting or excluding coverage of a
prescription drug, if the decision to 1imit or exclude coverage of the
prescription drug is not based primarily on the coverage of prescription
drugs required by this section.

6. Prohibit the use of deductibles, coinsurance, copayments or other
cost sharing in relation to drug benefits and related medical benefits
offered.

P. For the purposes of subsection 0 of this section:

1. The acceptable standard medical reference compendia are the
following:

Y T4 . e s ’ Tyt ’ bl eats
£ the d . 3 eal bt on

+++ (a) The American hospital formulary service drug information, a
publication of the American society of health system pharmacists.

B O i3 5. # ] Py 1 N ¥ P

theYrited-Stotes pharmacopoeta—conventions

(b) THE NATIONAL COMPREHENSIYE CANCER NETWORK DRUGS AND BIOLOGICS
COMPENDIUM.

(c) THOMSON MICROMEDEX COMPENDIUM DRUGDEX.

{d) ELSEVIER GOLD STANDARD'S CLINICAL PHARMACOLOGY COMPENDIUM.

(e) OTHER AUTHORITATIVE COMPENDIA AS IDENTIFIED BY THE SECRETARY OF
THE UNITED STATES DEPARTMENT OF HEALTH AND HUMAN SERVICES.

2. Medical literature may be accepted if all of the following apply:

{a) At least two articles from major peer reviewed professional
medical journals have recognized, based on scientific or medical criteria,
the drug's safety and effectiveness for treatment of the indication for which
the drug has been prescribed.

(b) No article from a major peer reviewed professicnal medical journal
has concluded, based on scientific or medical criteria, that the drug is
unsafe or ineffective or that the drug's safety and effectiveness cannot be
detérminéd for the treatment of the indication for which the drug has been
prescribed.
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(c) The Titerature meets the uniform requirements for manuscripts
submitted to biomedical journals established by the internmational committee
of medical journal editors or is published in a journal specified by the
United States department of health and human services as acceptable peer
reviewed medical literature pursuant to section 186(t)(2)(B) of the social
security act (42 United States Code section 1395x(t}(2)(B)).

Q. Any contract that is offered by a blanket disability insurer and
that contains a prescription drug benefit shall provide coverage of medical
foods to treat inherited metabolic disorders as provided by this section.

R. The metabolic disorders triggering medical foods coverage under
this section shall:

1. Be part of the newborn screening program prescribed in section
36-694,

2. Involve amino acid, carbohydrate or fat metabolism.

3. Have medically standard methods of diagnosis, treatment and
monitoring including quantification of metabolites in blood, urine or spinal
fluid or enzyme or DNA confirmation in tissues.

4. Require specially processed or treated medicat foods that are
generally available only under the supervision and direction of a physician
who is licensed pursuant to title 32, chapter 13 or 17 or a registered nurse
practitioner who is licensed pursuant to title 32, chapter 15, that must be
consumed throughout T1ife and without which the person may suffer serious
mental or physical impairment.

S. Medical foods eligible for coverage under this section shall be
prescribed or ordered under the supervision of a physician Ticensed pursuant
to title 32, chapter 13 or 17 or a registered nurse practitioner who 1is
licensed pursuant to title 32, chapter 15 as medically necessary for the
therapeutic treatment of an inherited metabolic disease.

T. An insurer shall cover at least fifty per cent of the cost of
medical foods prescribed to treat inherited metabolic disorders and covered
pursuant to this section. An insurer may 1imit the maximum annual benefit
for medical foods under this section to five thousand dollars which applies
to the cost of all prescribed modified Tow protein foods and metabolic
formula.

. Any blanket disability policy that provides coverage for:

1. Prescription drugs shall also provide coverage for any prescribed
drug or device that is approved by the United States food and drug
administration for use as a contraceptive. A blanket disabiiity insurer may
use a drug formulary, multitiered drug formulary or Tist but that formuiary
or list shall include oral., implant and injectable contraceptive drugs,
intrauterine devices and prescription barrier methods if the blanket
disability insurer does not impose deductibles, coinsurance, copayments or
other cost containment measures for contraceptive drugs that are greater than
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the deductibles, coinsurance, copayments or cther cost containment measures
for other drugs on the same level of the formulary or l1ist.

2, OQutpatient health care services shall also provide coverage for
outpatient contraceptive services. For the purposes of this paragraph,
"putpatient contraceptive services" means consultations, examinations,
procedures and medical services provided on an outpatient basis and related
to the wuse of approved United States food and drug administration
prescription contraceptive methods to prevent unintended pregnancies.

V. Notwithstanding subsection U of this section, a religicus employer
whose religious tenets prohibit the use of prescribed contraceptive methods
may require that the insurer provide a blanket disability policy without
coverage for &ll United States food and drug administration approved
contraceptive methods. A religious employer shall submit a written affidavit
to the insurer stating that it is a religious employer. On receipt of the
affidavit, the insurer shall issue to the religious employer a blanket
disability policy that excludes coverage of prescription contraceptive
methods. The insurer shall retain the affidavit for the duration of the
blanket disability policy and any renewals of the policy. Before a policy is
issued, every religious emplioyer that invokes this exemption shall provide
prospective insureds written notice that the religious employer refuses to
cover all United States food and drug administration approved contraceptive
methods for religious reasons. This subsection shall not exclude coverage
for prescription contraceptive methods ordered by a health care provider with
prescriptive authority for medical indications other than to prevent an
unintended pregnancy. An insurer may require the insured to first pay for
the prescription and then submit a claim to the insurer along with evidence
that the prescription is for a noncontraceptive purpose. An insurer may
charge an administrative fee for handling these claims under this subsection.
A religious employer shall not discriminate against an employee who
independently chooses to obtain insurance coverage or prescriptions for
contraceptives from another source.

W. For the purposes of:

1. This section:

(a} "Inherited metabolic disorder”™ means a disease caused by an
inherited abnormality of body chemistry and includes a disease tested under
the newborn screening program prescribed in section 36-694.

(b) "Medical foods"™ means modified low protein foods and metabelic
formula.

{c) "Metabolic formula™ means foods that are all of the following:

(1) Formulated to be consumed or administered enteraily under the
supervision of a physician who is licensed pursuant to title 32, chapter 13
or 17 or a registered nurse practitioner who is Ticensed pursuant to title
32, chapter 15.
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(ii) Processed or formulated to be deficient in one or more of the
nutrients present in typical focdstuffs.

(iii) Administered for the medical and nutritional management of a
person who has Timited capacity to metabolize foodstuffs or certain nutrients
contained in the foodstuffs or who has other specific nutrient requirements
as established by medical evaluation.

(iv) Essential to a person's optimal growth, health and metabolic
homeostasis.

(d) ™"Modified low protein foods” means foods that are all of the
following:

(i) Formulated to be consumed or administered enterally under the
supervision of a physician who is licensed pursuant to title 32, chapter 13
or 17 or a registered nurse practitioner who is Ticensed pursuant to title
32, chapter 15.

(i1} Processed or formulated to contain less than one gram of protein
per unit of serving, but does not include a natural food that is naturally
Tow in protein.

(iii} Administered for the medical and nutritional management of a
person who has limited capacity to metabolize foodstuffs or certain nutrients
contained in the foodstuffs or who has other specific nutrient requirements
as established by medical evaluation.

(iv) Essential to a person's optimal growth, health and metabolic
homeostasis.

2. Subsection E of this section, the term "child", for purposes of
initial coverage of an adopted child or a child placed for adoption but not
for purposes of termination of coverage of such child, means a person under
the age of eighteen years.

3. Subsection ¥V of this section, "religious employer"” means an entity
for which all of the following apply:

(a) The entity primarily employs persons who share the religious
tenets of the entity.

(b} The entity serves primarily persons who share the religious tenets
of the entity.

(c) The entity is a nonprofit organization as described in section
§033(a)(2)Y(AY(i) or (iii) of the internal revenue code of 1986, as amended.

Sec. 7. Section 20-2326, Arizona Revised Statutes, is amended to read:

20-2326. Drugs; cancer treatment; definitions

A. Any health benefits plan that is offered by an accountable health
plan and that provides coverage for prescription drugs shall not Timit or
exclude coverage for any prescription drug prescribed for the treatment of
cancer on the basis that the prescription drug has not been approved by the
United States food and drug administration for the treatment of the specific
type of cancer for which the prescription drug has been prescribed, if the
prescription drug has been recognized as safe and effective for treatment of
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that specific type of cancer in one or more of the standard medical reference
compendia prescribed in subsection B or medical literature that meets the
criteria prescribed 1in subsection B. The coverage required under this
subsection includes covered medically necessary services associated with the
administration of the prescription drug, This subsection does not:

1. Require coverage of any prescription drug used in the treatment of
a type of cancer if the United States food and drug administratien has
determined that the prescription drug is contraindicated for that type of
cancer.

2. Require coverage for any experimental prescription drug that is not
approved for any indication by the \United States food and drug
administration.

3. Alter any law with regard to provisions that 1imit the coverage of
prescription drugs that have not been approved by the United States food and
drug administration.

4. Require reimbursement or coverage for any prescription drug that is
not included in the drug formulary or 1ist of covered prescription drugs
specified in the health benefits plan.

5. Prohibit a health benefits plan from limiting or excluding coverage
of a prescription drug, if the decision to Timit or exclude coverage of the
prescription drug is not based primarily on the coverage of prescription
drugs required by this section.

6. Prohibit the use of deductibles, coinsurance, copayments or other
cost sharing in relation to drug benefits and related medical benefits
offered.

B. For the purposes of subsection A:

1. The acceptable standard medical reference compendia are the
following:

3> (a) The American hospital formulary service drug information, &
publication of the American society of health system pharmacists.

fer—DBrug—infermrtien—for—the health—core—provider,—a—publieatton—of

%he—Uﬁ+%Ed“S%ﬁ%eﬁ—ﬁhﬁfﬂﬁﬁﬁﬁﬂﬂ*ﬂ—ﬁﬂﬂ#ﬁﬁ%+ﬁﬁ—
(b) THE NATIONAL COMPREHENSIVE CANCER NETWORK DRUGS AND BIQLOGICS

COMPENDIUM.

{(c) THOMSON MICROMEDEX COMPENDIUM BRUGDEX.

(dy ELSEVIER GOLD STANDARD'S CLINICAL PHARMACOLOGY COMPENDIUM.

(e) OTHER AUTHORITATIVE COMPENDIA AS IDENTIFIED BY THE SECRETARY OF
THE UNITED STATES DEPARTMENT OF HEALTH AND HUMAN SERVICLS,

2. Medical literature may be accepted if all of the following apply:

(a) At least two articles from major peer reviewed professional
medical journals have recognized, based on scientific or medical criteria,
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the drug's safety and effectiveness for treatment of the indication for which
the drug has been prescribed.

(b) No article from a major peer reviewed professional medical journal
has concluded, based on scientific or medical criteria, that the drug is
unsafe or ineffective or that the drug's safety and effectiveness cannct be
determined for the treatment of the indication for which the drug has been
prescribed.

(c) The 1literature meets the uniform requirements for manuscripts
submitted to biomedical journals established by the international committee
of medical journal editors or is published in a journal specified by the
United States department of health and human services as acceptable peer
reviewed medical literature pursuant to section 186(t)(2)(B) of the social
security act (42 United States Code section 1396x(t)(2)(B)).
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