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SENATE BILL NO. 40
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTEENTH LEGISLATURE - FIRST SESSION

BY SENATORS PEARCE, Salo

lalrodaccd: 1/11/93
Referred: LAC, FIN

A BILL
FOR AN ACT ENTITLED
"An Act relating to health insurance for small employers; and providing for an

effective date."”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. PURPOSE, (a) The purpose of (his Act is to

(1) promote the availability of health insurance coverage to small employers
regardless of their health status or claims experience;

(2) prevent abusive rating practices;

(3) require disclosure of rating practices to purchasers;

(4) establish rules regarding renewability of coverage;

(5) establish limitations on the use of preexisting condition exclusions;

(6) provide for development of "basic" and "standard” health benefit plans to
be offered to all small employers;

(7) provide for establishment of a reinsurance program; and

(8) improve the overall fairness and efficiency of the small group health
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insurance market.
(b) It is aot the purpose of this Act to shift the cost of providing health insurance to
small employers, to other insured persons, or to the state.
* Sec. 2. AS 21.36 is amended by adding A new section bred
Sec. 21.36.025. UNFAIR MARKETING PRACTICES PROHIBITED. A
person may not violate the applicable p’(MSI(]‘B of As 2156180
* Sec. 3. AS 21.36.090(d) is amended Dread:
(o] BEagx © te edat neessay o andy with AS 2L42.356 and
AS 21.56. a [N @y ot practice ar pamit unfair disoriminatian agairst a persm
WD [rovcks a senvice covered urchr agraup distallity pdlicy tret edernch coerace
N an eqEee inunad besls ar uchr a gaup senice ar incennity tye aortract
IssLed by a ot caqporatian i the senvice is within the soge of tre provickr's
cooyoetiad licrse  Inthis suossctian “rovuicy” nears a Sake licsed [yaidan
st oteqethy qotonetri, dirquradty, rure nidnife. adaned i
peditias;, reuqeh e teepst, coumtiod tegast, myda,
psyddlayca assooate, o licased dinical sood warle,
*Sc 4. AS 2L3R000(0) is reeeled and resrected 1o reed
(o] Bt totre edat necessary toaonply Wth AS 21.42.365, aparsm nay
ot ractice ar it urfair disarimination agpirst a s Wo [roddks a seice
oovered uthr agrap dsdality policy tret edarcs coverage an anexqeree inuned
besis, a uthr a gaup sevice o incenmity tyee aorat issLedl by a ropadit
aoporatian if e senvice is within tre soge of te rovicy’s cooyetiardl liceerse
In this SUssdtian "proucy” nears a state licrssd [hyadan cntist, ostegoath
cptonetrist, dhirgredtr, ruse nidaife, edveroed ruse pradtitioner, retuqueh
Mac tegs, coyeiod tegas, mydoas, myduaic asode a
licerssd dinical sood warker
*Sc 5. AS2 is averobd by addirg a revdgater to reed
(HAPTERSG SMALL EMPLOYER HEALTH INSURANCE.
ARTICLE 1 SMALL EMPLOYER HEALTH REINSURANCE ASSOCIATION.
S 2156010 CREATION; MEMBERSHIP. A nonprofit incorporated legal
atily D e ko & tre small Employer Health Reinsurance Association is
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established. Membership consists of all insurers licensed to transact health insurance
in the state that offer a health benefit plan. All members shall maintain membership
in the association as a condition of doing health insurance business, or being able to
offer subscriber contracts, in the state.

Sec. 21.56.020. BOARD OF DIRECTORS; ORGANIZATION, (a) The board
of directors of the association consists of nine individuals selected by participating
members, subject to approval by the director. The director shall endeavor to appoint
at least six board members who are also small employer insurers. If the director is
unable to appoint six board members who are also small employer insurers, the
director may fill the remaining seats with any insurer. In selecting members of the
board, the director shall consider, among other things, whether all types of
participating members are fairly represented.

(b) To the extent possible, one board member shall represent a health
maintenance organization, one board member shall represent a hospital or medical
service corporation, one board member’s principal health insurance business shall be
in the small employer market, and one board member’s principal health insurance
business shall be in the large employer market. Members of the board may be
reimbursed from the association for expenses incurred by them as members, but may
not otherwise be compensated by the association for their services. The costs of
conducting meetings of the association and its board of directors shall be borne by the
association.

(c) A member of the board serves for a term of three years and may be
reappointed to an unlimited number of terms. The term of a board member shall
continue until a successor is appointed. A vacancy on the board shall be filled by
participating members, subject to approval by the director. A board member may be
removed by the director for cause.

Sec. 21.56.030. GENERAL POWERS. The association may

(1) exercise the powers granted to insurers under the laws of the state,
except that the association may not issue insurance;
(2) sue or be sued;

(3) enter into contracts with insurers, similar associations in other
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states, or with other persons for the performance of administrative functions;

(4) establish administrative and accounting procedures for the operation
of the association;

(5) take legal action & necessary to avoid the payment of improper
claims against the association;

(6) define treaay of heatth coverage rocldis for whidh rersrae
WII be provided and ISSLE rErBUAE [Oides,

() estddisn des coditios, ad poedis prtang © te
reirsurae of menters riss by te assodatian

) estalish adtuenid furdtiors gquridte o the querdtion of tre
association;

© a¥ss nenbes uthr tre povsias of this depter ad nake
adae inenim asssssants & nay (e ressarede ad necssay far atpniziod
ad ineimaperating eqeress, inerimassessents Sl ke aecited as difsats apirst
repular asssssments de fdloang tre dose of the cleohr year;

(10) gpaint gyquiate legd, actuand, ad atrer camittess ss ae
necsssary o rovick tedmicdl assstanee intre qoaration of the assooation designof
apdicy ar aorat, or toassist inather fudtias of the assooatian

(11) bomoawnorey toacoondlish tre aunaosss of treassooiatian notes
a oher evcene of incHatedess of tre assodation tet are ot in ot ae
inestnants far insurers ad nay e caried as achiitted assts

SeC. 21.56.040. ALANCFCHERATION @ The assoaation Sl it
totre diredtor a dan of gueration ad anerchants necsssary ar itede toassure e
far, reesorede, ad enpitade adhinstration of the assooation The diredtar may,
diter rotice ad hearirg, gqaoe the dan of qoaration if tre diredr clemires it o
ke sutade o assure tre farr, reesarelde and equitable administration of the program
" a poaortiaee kesis udhr e provisions of S section and it does not shift
oJam osts 1O ather insured persons or the state. The plan of operation and
anechents beoae effedtive upon approval in writing by the director.

(b) Al nebars of e association shall comply with the plan of operation.

(© Tre dan of gqaratian mst establish procedures for
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(1) handling and accounting of program assets and money of the
association and for an annual fiscal report to the director;

(2) reinsuring risks under the provisions of this section;

(3) collecting assessments from dl members to provide for claims
reinsured by the association and far achirnstrative e4oeress iUl estimated to
be incurred by the association;

(4 Sedtion of anachrinistering ireurer adestadlish tre achiristring
Insurer’s ponars ad duties ad

® povsias reessary a g for teeetion of e ponasad
clities of the essodation

Sc 2155060 HEALTH CARE FANBLRANCE () A nenker nay
reirsure hedth care coverae of an diglde enpoyee of a sl evdoyer ar a
cerohnt of andligide empdloyee fasvall enployer vith tre assodiation arly urckr
tre fdlloning podsias

(1) repprding a @l endoyer kesic ar sachrd Fedtth arefit dan
tre assodiation srell reireure tre levd of coverage rovickd

(@ repding a Fedth care dan ather tren a sval enpoyer helt
berefit den tre asodationshell reirere tre levd of coverage provickd upto bt ret
exsdny teled of coverage povdd inasnal endoyer kesic ar sarchrd Hedlth
berefit plary

@ asdl endoyer irsua nay rEArsue an atire enpoyer gap
within @ days of tre comaeanat of te grayd's coverage uthr a Fedth erefit
dan

4 agvdl endoa irsuer nay rArsue an dighe enpdoyee ar
ol within a penad of 60 dhys fdloarg tre comenoenant of tre coverae
with tre sral evdoya; arealy diglde enployee ar dependent of a reinsured Sal
empoyer nay ke rereured within 60 chys of e commercanent of coerace

@ ﬂ’EdjO’m@/ﬁIreimburse dreinsuring insurer regarding the
dains of a reirsured endoyee ar gL until the insurer has paid an initial level
of dains for te endoyee ar dgEht of 0D in a calendar year for benefits
co.red by te essooatian
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(6) anull employer insurer may terminate reinsurance for one or more

of the reinsured employees or dependents of a small employer on any plan anniversary.

(b) Premium rales charged for coverage reinsured by the association shall be
established as required under (e) of this section and adjusted as follows:

(1) for whole group small employer reinsurance coverage, 1.5
multiplied by the base premium rate established by the association for eligible
employees, and dependents of eligible employees, of a small employer all of whose
health insurance coverage is reinsured with the association;

(2) for eligible employee or dependent health reinsurance coverage, 5.0
multiplied by the base premium rate established by the association.

(c) If a health benefit plan coverage for a small employer is entirely or
partially reinsured with the association, the premium charged to the small employer for
a rating period for the coverage issued under this section shall meet the premium rate
requirements established under AS 21.56.120.

(d) On or before March 1 of each year, the board shall determine and report
to the director the association’s net loss for the previous calendar year, including
administrative expenses and incurred losses for the year, taking into account
investment income and other appropriate gains and losses. A net loss for the year
shall be recovered by assessments collected from reinsuring insurers. The board shall
establish, as part of the plan of operation, a formula by which to make assessments
against reinsuring insurers. The assessment formula must be based on each reinsuring
insurer’s share of the total premiums earned in the preceding calendar year from health
benefit plans delivered or issued for delivery to small employers in this state by
reinsuring carriers and each reinsuring insurer’s share of the premiums earned in the
preceding calendar year from newly issued health benefit plans delivered or issued for
delivery during the calendar year to small employers in this state by reinsuring
insurers. In determining an assessment, if any, that is collected from a member, the

following provisions apply:

Q) the formula established under this subsection may not result in a

reinsuring insurer having an assessment share that is leas than 50 percent or more than

150 percent of an amount that is based on the proportion of the reinsuring insurer's
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total premiums earned in the preceding calendar year from health benefit plans
delivered or issued for delivery to small employers in this state by reinsuring insurers
to total premiums earned in the preceding calendar year from health benefit plans
delivered or issued for delivery to small employers in this state by all reinsuring
carriers;

(2) the board may, with approval of the director, change the assessment

formula established under this section from time to time as appropriate; the board may

[rovck far tre shares of the asssssant ese dttriluiaide o pramiuns framal Fedth
benefit [dars ad to pramiuns framrenly issued hedth kerefit dars o \vary duirg
a transition period;

@ suget o tre ggyod of te diredor; te boad Sl nade an
agustnat to the asssssat famua for reireLning camiers et are gaarowed hedlth
nainerene aganizatios tret ae feckrdly qudlified udlr 2 USC 300, o tre
exat, if any, tret restindias are inposed an thoee agpnizatians tret are ot inpossd
an arer vl evdoyer cariars

(4) premiuns adberdits ped by a rarsuning irsurer et areless tren
an anout ctamired by tre boad to justify tre aost of odllection nay it ke
aorsickred for punposss of cetamining assesnents,

5) amdly before Mardch 1, tre board Sl cetermire andifile with
tre dredr an estinate of tre assessments reschd 1o furd lossss iouned Ly tre

association in the previous calendar Ve,

(6) if the board determines that the assessments needed to fund the
|08 incurred by the association in the previous calendar year will exceed five
[ZH’CHT of total premiums earned in the previous year from health benefit plans
cHiversd ar issued for delivery to small employers in this state by reinsuring insurers,
the oA shall evaluate the operation of the program and report its findings, including
ay HITTITH’IIH]CFBfG‘d’H'@S O e plan of operation, to the director within 90
CB)/S following the end of the calendar year in which the losses were incurred; the
evdlLBtion must include an estimate of future assessments, the administrative costs of
te agan ﬂ'Eappropriateness of the premiums charged, and the level of insurer
refertian under e program and the costs of coverage for small employers; if the
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board fails to flic a report with the director within 90 days following (he end of the
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2 applicable calendar year, the director may evaluate the operations of the program and
3 implement amendments to the plan of operation the director determines necessary to
4 reduce future losses and assessments;

5 () if sssesents exossd et losses of te assodation treecsss S
6 [ held in an inarest eaning acoount ad Lssdl by the board to offset fulure lossss a
7 tored.e assooation ramiuns, inthis paraggdy "future lossss' induck aresene far
8 inoued ot rat rgoorted dains,

9 ¢) tre load sl anly ciemire a nenber's pgootian of
10 partiapation in te assodation essd an amd SaEes ad dier |gaots
1 cHemired recessay by tre boad and filed by tre nener vith tre board) an ireurer
12 ddl ot tote bord a dam pynent nack ad administrative eqoaree inuned
13 inthis daie nasam-aTd kesis an afampresoited by te diredo,
4 © tre danof qedaion mst induck a proasan far tre inpostion
5 of an ineest pardty for lde et of essats
16 (10) aneer nay regLest acemant frantte dreda, inwWdear
17 in part, framan asssssvant issued by tre board tre diredor nay ey, inwde ar
18 in art, the sssssmat of a neo if, inte qanion of tre diredr pynat of e

19 asessnent vald echrger tre dality of te nenber o fulfill tre neiber's
20 aotrectdl ddicatias

(1) intreeat anassesTat aCArst a nenier is cifesd inwnde
a infat, treanout by widh tre asssssant is cfamed nay e assessed acpirst the
other menbers ina namer aarsistEt with tre esis far esessmants st at inthis
SUsstian tre menber recevirg acemant el renain lidde totte assooation far
tre amount cHfeed tre director nay atlach coditia's o a cifemat a e
receMIng a cfamant nay ot reirsure an indvidlll ar graup as prodckd udlr this
sadtion until the asessmert is ad

© Tre boad &s @t of tre dan of queratian ddll estadisha netirocklagy

far cetemining pramium rates © [ charged by e program for reinsuring small
GTHQHS&’diI’dVidHS uthrthsssadion The methodology must include dsystem
for dassfication of gl HTﬂQHS et reflects the types of case characteristics
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commonly toed by small employer insurers in the state. The methodology must
provide for the development of base reinsurance premium rates that shall be multiplied
by the factors set out in (b) of this section to determine the premium rates for the
association. The base reinsurance premium rates shall be established by the board,
subject to the approval of the director, and shall be set at levels that reasonably
approximate gross premiums charged to small employers by small employer insurers
for health benefit plans with benefits similar to the standard health benefit plan. The
board shall review the methodology established under this subsection to ensure that the
methodology reasonably reflects the claims experience of the program. Changes to the
methodology may be proposed by the board, and are subject to approval by the
director.

Sec. 21.56.060. HEALTH BENEFIT PLAN COMMITTEE, (a) The health
benefit plan committee is established in the association. The committee is composed
of seven members selected by the director as follows:

(1) three members who are representatives of participating insurers;

(2) one memberwhorepresents small employers;
(3) one memberwhorepresents employees of smallemployers; and
(4) one memberwhorepresents health care providers;and
(5) one memberwhorepresents agents or brokers.
(b) The committee shall recommend benefit levels, cost sharing levels,

exclusions and limitations for the basic and standard health benefit plan offered under
AS 21.56.140. The committee shall also design a basic health benefit plan and a
standard health benefit plan that contain benefit and cost sharing levels that are
consistent with the basic method of operation and the benefit plans of health
maintenance organizations, including restrictions imposed by federal law. The plans
recommended by the committee may include the following cost containment features:

(1) utilization review of health care services, including review of the
medical necessity of hospital and physician services;

(2) case management;

(3) selective contracting with hospitals, physicians, and other health

care providers;

SB0040a £ SB 40
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4) reasonable benefit differentials applicable to providers that

participate or do not participate in arrangements using restricted network provisions;
and
(3) other managed care provisions.

Sec. 21.56.070. REQUIRED REPORT. The board shall study and report at
least once every two years to the director and to the legislature on the effectiveness
of this chapter. The report must analyze the effectiveness of the chapter in promoting
rate stability, product availability, and coverage affordability. The report may contain
recommendations for actions to improve the overall effectiveness, efficiency, and
fairness of the small group health insurance marketplace. The report must address
whether insurers, agents, brokers, managing general agents, and third-party
administrators are fairly and actively marketing or issuing health benefit plans to small
employers in fulfillment of the purposes of the chapter. The report may contain
recommendations for market conduct or other regulatory standards or action.

Sec. 21.56.080. ADMINISTRATIVE PROCEDURE ACT. The association is
exempt from AS 44.62 (Administrative Procedure Act).

Sec. 21.56.090. TAX EXEMPTION. The association is exempt from the
payment of fees and taxes levied by the stale or any of its political subdivisions except
taxes levied on real or personal property.

Sec. 21.56.100. LIMITATION OF LIABILITY. A member of the association
is not liable for civil damages resulting from an act or omission of the member on
behalf of the association unless the member acts with gross negligence or intentional
misconduct.

ARTICLE 2 SMALL EMPLOYER HEALTH INSURANCE PLANS.

Sec. 21.56.110. APPLICABILITY, (a) An individual or group health benefit
plan is subject to the provisions of this chapter if the plan provides health care benefits
covering employees of a small employer and if one of the following conditions are
met:

(1) any portion of the premium or benefits is paid by a small employer;

(2) a covered individual or dependent is reimbursed, through wage

10 gm iii
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adjustments or otherwise, by or on behalf of a small employer for all or a portion of

the premium; or

3) the health benefit plan is treated by the employer or any of th

eligible employees or dependents as part of a plan or program for the purposes of 26
U.S.C. 106 or 26 U.S.C. 162 (Internal Revenue Code).

(b) Except as provided in this chapter, other provisions of law requiring the
coverage or the offer of coverage of a health care service or benefit and other
provisions of law requiring the reimbursement, utilization, or consideration of a
specific category of a licensed or certified health care practitioner do not apply to a
health benefit plan offered or delivered to a small employer.

(c) Except as provided in this subsection, for purposes of this chapter insurers
that are affiliated companies or that are eligible to file a consolidated tax return shall
be treated as one insurer and a restriction or limitation imposed under this chapter shall
apply as if all health benefit plans delivered or issued for delivery to a small employer
in this state by an affiliated insurer were issued by one insurer. An affiliated insurer
that is a health maintenance organization having a certificate of authority under
AS 21.86 may be considered to be a separate insurer for the purposes of this chapter.

Sec. 21.56.120. PREMIUM RATE RESTRICTIONS DISCLOSURES;
REPORTS; CONFIDENTIALITY, (a) A premium rate for a health benefit plan
subject to this chapter is subject to the following provisions:

(1) the premium rate charged or offered during a rating period to small
employers with similar case characteristics as determined by the insurer for the same
or similar coverage may not vary from the applicable index rate by more than 35
percent of the applicable index rate;

(2) regarding a health benefit plan issued before July 1, 1993, if
premium rates charged or offered for the same or similar coverage under a health
benefit plan covering a small employer with similar case characteristics as determined
by the insurer exceeds the applicable index rate by more than 35 percent, an increase
in premium rates for a new rating period may not exceed the sum of

(A) a percentage change in the base premium rate measured

from the first day of the prior rating period to the first day of the new rating
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period; pim
(B) adjustments due to changes in case characteristics or plan
design of the small employer, as determined by the insurer;

(3) the percentage increase in the premium rate charged to a small

employer for a new rating period may not exceed the sum of the following;

(A) the percentage change in the new business premium rate
measured from the first day of the prior rating period to the first day of the
new rating period; in the case of a health benefit plan into which the small
employer insurer is no longer enrolling new small employers, the small
employer insurer shall use the percentage change in the base premium rate,
provided that the change does not exceed, on a percentage basis, the change in
the new business premium rate for the most similar health benefit plan into
which the small employer insurer is actively enrolling new small employers;

(B) any adjustment, I'tt t0 exeed 15 paGat aTdly ad
adjusted pro rata for rating periods of IS than ae A, de b tredam
experience, health status, or duration Of COvrae of tre endoes ar
dependents of the small employer & cetemired fram tre sl GTﬂQEI’
insurer’s rate manual; and

(C) any adjustment due to change in coverage or change in the
case characteristics of the small employer, as determined from the small
employer insurer’s rate manual;

(4) adjustments in rates for claim experience, health status, and duration

of coverage may not be charged to individual employees or dependents; any
adjustment must be applied uniformly to the rates charged for all employees and

dependents of the small employer;

(5) a premium rate for a health benefit plan shall comply with the

requirements of this section notwithstanding an assessment paid or payable by small
employer insurers under AS 21.56.050(d);

(6) a small employer insurer may utilize industry as a case

characteristic in establishing premium rates, provided that the rate factor associated

with an industry classification may not vary by more than 15 percent from the

-12-
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arithmetic dverage 0f the highest and lowest rate factors asaociated with all industry
classifications;

(7) a small employer insurer shall

(A) apply rating factors, including case characteristics,
consistently with respect to all small employers; rating factors must produce
premiums for identical groups that differ only by amounts attributable to plan
design and do not reflect differences due to the nature of the groups assumed
to select particular health benefit plans; and

(B) treat all health benefit plans issued or renewed in the same
calendar month as having the same rating period;

(8) for the purposes of this subsection, a health benefit plan that utilizes
a restricted provider network may not be considered similar coverage to a health
benefit plan that docs not utilize a restricted provider network;

(9) a small employer insurer may not use case characteristics, other
than age, sex, industry, geographic area, family composition, and group size without
prior approval of the director.

(b) In connection with the offering for sale of a health benefit plan to a small
employer, a small employer insurer shall make a reasonable disclosure, as part of its
solicitation and sales materials, of the following:

(1) the extent that premium rates for a specified small employer are
established or adjusted based upon the actual or expected variation in claims costs or
actual or expected variation in health status of the employees of the small employer
and their dependents; and

(2) the provisions of the health benefit plan

(A) concerning the small employer insurer’s right to change
premium rates and factors, other than claim experience, that affect changes in
premium rates;

(B) relating to renewability of policies and contracts; and

(C) relating to any preexisting condition provision.

(c) A small employer insurer shall

(2) maintain at its principal place of business a complete and detailed

SB0040a -13- SB 40
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deacriptioa of its eating practices and renewal underwriting practices, including
information and documentation that demonstrate that its rating methods and practices
are baaed upon commonly accepted actuarial assumptions and are in accordance with
sound actuarial principles;

(2) file with the director annually, on or before March IS, an actuarial
certification certifying that the insurer is in compliance with this chapter and that the
rating methods of the small employer insurer are actuarially sound; the certification
shall be in a form and manner, and must contain information, as specified by the
director; a copy of the certification shall be retained by the small employer insurer at
its principal place of business;

(3) make the information and documentation described in (1) of this
subsection available to the director upon request; the information is confidential and
not subject to disclosure, except

(A) as agreed to by the small employer insurer;

(B) as ordered by a court of competent jurisdiction; or

(C) the director may use the information or other discovered
information in a judicial or administrative proceeding.

(d) The director may adopt regulations to implement theprovisions of this
section and to ensure that rating practices used by small employer insurers are
consistent with the purposes of this act, including ensuring that differences in rates
charged for health benefit plans by small employer insurers are reasonable and reflect
objective differences in plan design, not including differences due to the nature of the
groups assumed to select particular health benefit plans.

Sec. 21.56.130. RENEWABILITY OF COVERAGE, (a) A health benefit
plan subject to this chapter shall be renewable with respect to all eligible employees
and dependents at the option of the small employer, except for

(1) nonpayment of the required premiums;

(2) fraud or misrepresentation of the small employer or, with respect
to coverage of individual insureds, the insureds or their representatives;

(3) noncompliance with the minimum participation or employer

contribution requirements;
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(4) repeated misuse of a provider network provision; or
(5) a small employer insurer who elects not to renew all of its health
benefit plans delivered or issued for delivery to small employers in this state; an

insurer who elects not to renew as described in this paragraph shall

(A povick adane rotice of the cdision o the directr ad
totre diredor or comrissiarer of irsurance ineech e invinidh the irsurer
is licased ad

(B) [rovick rotice of tre deasion it toreewaoverace todl
dfeded svall endoyers ad to te insurance regUlatry office ineech Sate
inwnich an affected covered indvidlAl is ko 1 resick & lesst 180 cys
lefare tre failure o reewtte et lerefit dan by tre insurer; rdtice o tre
cirector unchr this sUeragyrach sl ke provicsd at leest thee warking chys
kefre tre notice o te affected sall enployers

6) a hedth berdfit den for Which tre diedr finds et tre
amtinuation of tre coverage waud
(&) retke intre best interests of tre poligolckrs ar atificate
ddas a
® inpr te irsuer’s dality © net its aotrectd
ddlicetions
O A svdl emgoyer irsurer tet dects it to reewa hedth berefit dan
ucr (@>6) of this ssction may ot wiite rewhbuairess intre sval envployer narket
in this sate for a period of five years framtre cie of dtice o the diredar.

© [fagsrdl enpoyer insurer is coing boueiress in aly ae estadised
cpogrgadic senvice area of tre st tre provisiars in this ssdian gy anly o the
insurer’s qoeratias in thret estaldished senvice aea

SC 21.56.140. REQUIRED OFFER OF COVERAGE, (a) Except as

[ZKM-CHZU‘CE’ AS 21.56.160, d small employer insurer shall, as a condition of

UH‘BEdirg LEINessin 1S state with small employers, offer to small employers at

leest W heddth berefit plans.  QPe health benefit plan offered by a small employer

INBUFEY shall B a basic health benefit plan and one plan shall be a standard health

berehit plan. A small employer insurer shall issue a basic health benefit plan or a
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standard health benefit ptaa to an eligible small employer that applies for either plan,
agrees to make the required premium payments, and agrees to satisfy the other
reasonable provisioas of the health benefit plan not inconsistent with this chapter.

(b) A small employer insurer shall Hie with the director, under AS 2.42 the
basic health benefit plans and the standard health benefit |dans to be used by the
insurer.

(c) The director at any time may, after providing notice and an opportunity for
a hearing to a small employer insurer as provided UOH AS 21.06.180 *21.06.210,
disapprove the continued use by tre STl en[iqer Insurer of a besic ar sachd
reelth benefit plan if the dan cbes ot et the recpirenants of ths depter,

Sec. 21.56.150. REQUIRED HEALTH BENEFIT PROVISIONS. A health
berefit plan coring asvall enployer met irduck: tre folloning prodsias

(1) a hesith berefit den nay et oy, educk o linit beredits for
acovered indvid A for lossss iroumed nore tren 12 naonts fdloamry te effective
cHe of tre indvidLAl's coverace dLe ha preexstirg aaditia a hedth eredit dan
nay ot cefire a readsting aadition nare restridive) tren

(A) aadtion tet woud e cassd an adiraily pucet
PN O seek Medicd advice dagss G o tredinaricling  te 9x
nurts imediately [receding tre effective ciie of coverae

8) acadtion far wrich nedicl advice diagcsis, carg, ar
tresinat Was recomaobd a received dunirgtre Sx norntreinmediatey
preceding the effective date of coverage; or

(C) a pregnancy existing on the effective date of coverage;

(2) ahealth benefit plan must waive any time period applicable to a
peexisﬁrg aaditicnexclusion or limitation period with respect to particular services
for tre period of ting anindividual was previously covered by qualifying previous
aOeraE that pmdad benefits with respect to the services, provided that the
qualifying previous coverage was continuous to a date not more than 30 days before
the effective date of the new coverage; this paragraph does not preclude application
of a waiting period applicable to all new enrollees under the health benefit plan;

(3) a health benefit plan may exclude coverage for late enrollees for the

«16* SBPtoa
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greater of 18 month* or for an 18-month preexisting condition exclusion, provided that
if both a period of exclusion from coverage and a preexisting condition exclusion are
applicable to a late enrollee, the combined period may not exceed 18 months from the
date the individual enrolls for coverage under the health benefit plan;

(4) requirements used by a small employer insurer in determining
whether to provide coverage to a small employer shall be applied uniformly among all
small employers with the same number of eligible employees applying for coverage
or receiving coverage from the small employer insurer, except that a small employer
insurer may vary application of minimum participation requirements and minimum
employer contribution requirements by the size of the small employer group;

(5) a small employer insurer may not increase a requirement for
minimum employee participation or a requirement for minimum employer contribution
applicable to a small employer at any time after the small employer has been accepted
for coverage, except as allowed under (4) of this section;

(6) if a small employer insurer offers coverage to a small employer, the
small employer insurer shall offer coverage to all of the eligible employees of a small
employer and their dependents; a small employer insurer may not offer coverage to
only certain individuals in a small employer group or to only part of the group, except
in the case of late enrollees as provided in (3) of this section;

(7) a health benefit plan may not, by a rider or amendment applicable
to a specific individual, restrict or exclude coverage by type of illness, treatment,
medical condition, or accident, except for preexisting conditions as allowed under this
section.

Sec. 21.56.160. EXEMPTION FROM REQUIRED OFFER OF COVERAGE.
(@) A small employer insurer is not required to offer coverage or accept applications
under AS 21.56.140(a)

(1) if (he small employer is not physically located in the insurer’s
established geographic service area;

(2) if the employee does not work or reside within the insurer’s
established geographic service area;

(3) within an established geographic service area where the small
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employer inmier reasonably anticipates, and demonstrates to the satisfaction of the
director, that it will not have the capacity to deliver service adequately to the members
ofthe frocpa because of its obligations to existing group policyholders and enrollees;
or

(4) if the certificate of authority or bylaws of the insurer do not permit
the insurer to issue coverage on a marketwide basis; an insurer described in this
paragraph shall comply with AS 21.56.140 regarding small employers that meet the
requirements of the insurer’s certificate of authority or bylaws; this paragraph does not
apply to insurers who limit coverage based on health status or health risk.

(b) A small employer insurer that cannot offer coverage under (aX3) of this
section may not offer health insurance coverage in the applicable area to new cases of
employer groups with more than 25 eligible employees or to small employer groups
until the later of 180 days following each refusal or the date on which the insurer
notifies the director that it has regained capacity to deliver services to small employer
groups.

(c) A small employer insurer may not be required to provide health insurance
coverage to small employers for any period of time for which the director determines
that requiring the acceptance of small employers would place the small employer
insurer in a financially impaired condition.

Sec. 21.56.170. CONDITIONS FOR CEASING TO DO BUSINESS. A small
employer insurer or a welfare arrangement may cease doing business in the small
employer market if the insurer or welfare arrangement provides notice of the decision
to cease doing business in the small employer market to the division, the board, the
policyholder or contract holder, and the employer, and coverage under a health benefit
plan subject to this chapter is continued for one year after the date of the notice
required under this section. A small employer insurer or a welfare arrangement that
ceases doing business in the small employer marketplace may not reenter the small
employer marketplace for a period of five years from the date of the notice required
under this section.

Sec. 21.56.180. FAIR MARKETING STANDARDS, (a) A small employer

insurer shall actively market health benefit plan coverage, including the basic and

18- S litIt*
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standard health benefit plans, to eligible small employers in the state. If a smalt
employer insurer denies coverage to a small employer on the basis of the health states
or claims experience of the small employer or its employees or dependents, the — n
employer insurer shall offer the small employer the opportunity to purchase a basic
health benefit plan and a standard health benefit plan.

(b) Except as provided in this subsection, a small employer insurer may not,
directly or indirectly, encourage or direct small employers to refrain from filing an
application for coverage with the small employer insurer because of the health status,
claims experience, industry, occupation, or geographic location of the small employer,
or encourage or direct small employers to seek coverage from another insurer because
of the health status, claims experience, industry, occupation, or geographic location of
the small employer. This subsection does not apply to information provided by a
small employer insurer to a small employer regarding the established geographic
service area or a restricted network provision of a small employer insurer.

(c) Except as provided in this subsection, a small employer insurer may not,
directly or indirectly, enter into a contract, agreement, or arrangement with an agent,
broker, managing general agent, or third-party administrator that provides for or results
in the compensation paid to an agent or broker for the sale of a health benefit plan to
be varied because of the health status, claims experience, industry, occupation, or
geographic location of the small employer. This subsection does not apply to a
compensation arrangement that provides compensation to an agent, broker, managing
general agent, or third-party administrator on the basis of a percentage of premium,
provided that the percentage does not vary because of the health status, claims
experience, industry, occupation, or geographic area of the small employer.

(d) A small employer insurer

(1) shall provide reasonable compensation, as provided under the plan
of operation of the program, to an agent, broker, managing general agent, or third-party
administrator, if any, for the sale of a basic or standard health benefit plan;

(2) or agent, broker, managing general agent, or third-party
administrator may not induce or otherwise encourage a small employer to separate or

otherwise exclude an employee from health coverage or benefits provided in
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connection with the employee's employment;

(3) may only deny an application for coverage from a small employer
in writing and if the reasons for the denial arc stated.

(e) The director may by regulation establish additional standards to provide for
the fair marketing and broad availability of health benefit plans to small employers in
this state.

() A violation of this section by a person is an unfair trade practice for
purposes of AS 21.36.

(g) If a small employer insurer enters into a contract, agreement, or other
arrangement with a third-party administrator to provide administrative, marketing, or
other services related to the offering of health benefit plans to small employers in this
state, the third-party administrator is subject to this section as if it were a small
employer insurer.

Sec. 21.56.250. DEFINITIONS. In this chapter,

(1) "actuarial certification” means a written statement by a member of
the American Academy of Actuaries or another individual acceptable to the director
indicating that based on the person’s examination, including a review of the
appropriate records, actuarial assumptions, and methods used by the insurer in
establishing premium rates for applicable health insurance plans that a small employer
insurer is in compliance with the provisions of AS 21.56.120;

(2) “affiliate” or "affiliated" means a person who directly or indirectly,
through one or more intermediaries, controls or is controlled by or is under common
control with, a specified person;

(3) "association" means the Small Employer Health Reinsurance
Association created in AS 21.56.010;

(4) "base premium rate" means the lowest premium rate charged or that
could have been charged under the rating system by the small employer insurer to
small employers with similar case characteristics for health benefit plans with the same
or similar coverage;

(5) "basic health benefit plan” means a lower coat plan offered under
AS 21.56.140;
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(6) "board" means (be board of directors Of the association;

(7) "case characteristics" means demographic or other objective
characteristics of a small employer that are considered by the small employer insurer
in the determination of premium rates for the small employer, provided that claim
experience, health status, and duration of coverage may not be case characteristics for
the purposes of this chapter;

(8) "committee" means the health benefit plan committee established
in AS 21.56.060;

(9) "dependent™ means the spouse or an unmarried child of an eligible
employee who is not yet 19 years of age; an unmarried child who is a full-time
student, who is not yet 23 years of age, and who is financially dependent upon the
parent; and an unmarried child of any age who is medically certified as disabled and
dependent upon the parent, subject to applicable terms of the health benefit plan
covering the employee;

(10) "eligible employee™ means an employee who works on a full-time
basis, with a normal work week of 30 or more hours, and includes a sole proprietor,
a partner of a partnership or an independent contractor, provided the sole proprietor,
partner, or contractor is included as an employee under a health benefit plan of a small
employer, but does not include an employee who works on a part-time, temporary, or
substitute basis;

(11) “established geographic service area" means a geographic area
within which the insurer is authorized to provide coverage under the insurer’s
certificate of authority as approved by the director;

(12) "health benefit plan™ means a hospital or medical expense policy,
health, hospital, or medical service corporation contract, a plan provided by an insurer
or welfare arrangement, and a health maintenance organization contract offered by an
employer, but does not include a policy covering only accident, credit, dental,
disability income, long-term care, hospital indemnity, fixed indemnity, Medicare
supplement, specified disease, vision care, coverage issued as a supplement to liability
insurance, worker’s compensation insurance, automobile medical payment insurance;

(13) “index rate"™ means for small employers with similar case
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characteristics and plan designs as determined by the insurer for a rating period, the
arithmetic average of the applicable base premium rate and the corresponding highest
premium rate;

(14) "insurer" has the meaning given in AS 21.90.900 and includes a
welfare arrangement, a fraternal benefit society, a health maintenance organization, a
hospital service corporation, and a medical service corporation;

(15) "late enrollee"means an eligible employee or dependent who
requests enrollment in a small employer’s health benefit plan following the initial
enrollment period for which the employee or dependent was eligible to enroll under
the terms of the health benefit plan except that an eligible employee or dependent may
not be considered a late enrollee if

(A) the individual
(i) was covered under qualifying previous coverage at
the time of the initial enrollment;
(i) has lost coverage under qualifying previous coverage
as a result of thetermination of employment or eligibility, the
involuntary termination of the qualifying previous coverage, death of a
spouse, or divorce or dissolution of marriage; and
(i)  requests enrollment within 30 days after the
termination of the qualifying previous coverage; or
(B) the individual is employed by an employer who offers
multiple health benefit plans and the individual elects a different health benefit
plan during an open enrollment period; or
(C) acourt has ordered coverage to be provided for a spouse
or minor child under a covered employee’s plan and request for enrollment is
made within 30 days after issuance of the court order;

(16) "member" means all insurers issuing health benefit plans, welfare
arrangements and, to the extent permitted under 29 U.S.C. 1001 - 1461 (Employee
Retirement Income Security Act), other benefit arrangements providing health benefit
plans in this state;

(17) "new business premium rate" means the lowest premium rate
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charged or offered, or that could have been charged or offered, by the small employer
insurer to small employers with similar case characteristics for newly issued health
benefit plans with the same or similar coverage;

(18) "plan of operation™ means the plan of operation of the association
adopted by the board under AS 21.56.040;

(19) "qualifying previous coverage" and "qualifying existing coverage"
mean benefits or coverage provided under

(A) Medicare or Medicaid;

(B) an employer-based health insurance or health benefit
arrangement that provides benefits similar to or exceeding benefits provided
under the basic health benefit plan; or

(C) an individual health insurance policy, including coverage
issued under AS 21.84, AS 21.86, or AS 21.87 that provides benefits similar
to or exceeding the benefits provided under the basic health benefit plan,
provided that the policy has been in effect for a period of at least one year;

(20) "rating period" means the calendar period for which premium rates
established by a small employer insurer are assumed to be in effect;

(21) "reinsuring insurer" means a small employer insurer participating
in the reinsurance association under AS 21.56.010;

(22) “restricted network provision" means a provision of a health
benefit plan that conditions the payment of benefits, in whole or in part, on the use of
health care providers that have entered into a contractual arrangement with the insurer
under AS 21.86 to provide health care services to covered individuals;

(23) "small employer" means a person, firm, corporation, partnership,
or association actively engaged in business whose total employed work force consisted
of, on at least 50 percent of its working days during the preceding 12 months, at least
two but not more than 25 eligible employees, the majority of whom are employed
within the state; in determining the number of eligible employees, companies that are
affiliated companies or that are eligible to file a combined tax return for purposes of
federal taxation, are considered one employer; except as otherwise specifically

provided, provisions of this chapter that apply to a small employer that has a health
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benefit plan continue lo apply until the plan anniversary following the date the
employer no longer meeta the requirements of this definition;

(24) "small employer insurer" meant an insurer that offers a health
benefit plan covering eligible employees of one or more small employers;

(25) “standard health benefit plan" means dhealth benefit plan offered
under AS 21.56.140 that includes benefits not offered under a kBSIC benefit plan;

(26) "welfare arrangement” means a multiple employer welfare
arrangement as defined in 29 USC 1002, but does ot irduck dmultiple employer
welfare arrangement that is fully insured as [JOA(HII N2 USC 1080

Sec. 6. AS 21.86.260(a) is amended to read:

@) Except as provided in AS 21.56 and in this chapter, this title docs not
apply to a health maintenance organization that obtains a certificate of authority under
this chapter. This subsection does not apply to an insurer licensed under AS 2LMor
a hospital or medical service corporation licensed under AS 21.87 except with respect
to its health maintenance organization activities authorized by and regulated under this
chapter.

Sec. 7. AS 21.86.260(a) is repealed ad reaedied toreed

(a) Except as provided in this chapter, this title CES Ict gady tD a health
maintenance organization that obtains a certificate of authority under this chapter. This
subsection does not apply to an insurer licensed under AS 2L0D O a hospital or
medical service corporation licensed under AS 2.8/ except with respect to its health
maintenance organization activities authorized by and regulated under this chapter.

Sec. 8. AS 21.87.340 is amended to read:

Sec. 21.87.340. OTHER PROVISIONS APPLICABLE. In addition to the
provisions contained or referred to previously in this chapter, the following chapters
and provisions of this title also apply with respect to service corporations to the extent
applicable and not in conflict with the express provisions of this chapter and the
reasonable implications of the express provisions, and for the purposes of the
application the corporations shall be considered to be mutual "insurers":

(1) AS 21.03
(2) AS 21.06

40 -24- 8116040a
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(3) AS 21.09, except AS 21.09.090

(4) AS 21.18.010

(5) AS 21.18.030

(6) AS 21.18.040

(7) AS 21.18.120

(8) AS 21.21.321

(9) AS 21.36

(10) AS21.42.345 - 21.42.365, 21.42.375, 21.42.380, and 21.42.385
(11) AS21.51.120

(12) AS21.53

(13) AS21.54.020

(14) AS 21,56

1151 AS 21.69.400
116] [(15)] AS 21.69.520

U7) [(16)] AS 21.69.600, 21.69.620, and 21.69.630
ULfil [(17)] AS 21.78

(121 [(18)] AS 21.89.040
121U [(19)] AS 21.89.060

HU [(20)] AS 21.90.

*Sec. 9. AS 21.87.340 is repealed and reenacted to read:

Sec. 21.87.340. OTHER PROVISIONS APPLICABLE. In addition to the
provisions contained or referred to previously in this chapter, the following chapters
and provisions of this title also apply with respect to service corporations to the extent
applicable and not in conflict with the express provisions of this chapter and the
reasonable implications of the express provisions, and for the purposes of the
application the corporations shall be considered to be mutual "insurers":

(1) AS 21.03

(2) AS 21.06

(3) AS 21.09, except AS 21.09.090
(4) AS 21.18.010

(5) AS 21.18.030
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(6) AS 21.18.040

(N AS2018120

6) AS2.20.3A

9 AS2AE

(10) AS2A42.345 - 242356, 2142375, 2142.380, ad 214235

6 (11) AS 21.51.120

7 () AS2L53

g (13) AS L5400

9 (4) AS2LEAM

10 (5 AS2LEO5D

1 (16) AS 2L66K), 2LEAEX), ad 21660
1 (I7) AS2LT8

13 (18) AS 2180010

14 (19) AS 219900

15 @) AS2L0

6 *Sc 10 FREMUMRATE RSSTRICTION  Reparding a hedlth berefit dansulgect o
17 AS2.56.110, ereded insec 5 of this Adt, tret is cHlivered ar issued for cHivery befare
18 Jdy 1 1993 a pariunm e for a raing peacd nay eosed te rages &t at in
19 AS2L56120()(1) ad (2, eected insec. Sof this Adt, thraugh Jure 0, 1996 anar after
20 JUy 1, 1996 tre pramumrate nay ot ecssd the rags st at inAS 2L56120(a)(1) ad
2 (3 Hownes, thraugh ue 3, 1996 tre pereantace inoeee in tre pramumrate darged
22 tagvdl endoyer for a rewrating periad nay ot excesd e sum of

23 (1) tre pareeniae dae intre rewblainess pramium rae neesured fram
24 tre first chy of tre rar rating periad Dtthe first day Of the new rating period; in the case of
5 abedth berehit dan into wWhidh the Srall employer insurer is no longer enrolling new small
5 errﬂqers, tre sl emjcyar InsLrer Sl LB the percentage change in the base premium
2/ rae prodced tret tre drange docs ot exoesd N a percentage basis, the change in the new
B bares pemumirde far tre nast sinilar hethibenefit plan into which the small employer
2 irsu is adtively envdling rewsmall employers; ad

J @ awy aduen@t de 10 change in coverage or change in the case
3 daaderistics of tre val evpoyar;, as determined from the insurer’s rate manual.
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* See. 11. TRANSITION, (a) Within 180 days after the board is appointed under
AS 21.56.020, enacted in sec. 5 of this Act, the board of directors of the Small Employer
Health Reinsurance Association shall submit a small employer health benefit plan to the
director of the division of insurance for approval. If the association fails to submit a suitable
plan of operation, the director may, after notice and hearing, adopt reasonable regulations
necessary or advisable to effectuate the provisions of this chapter. These regulations continue
in force until modified by the director or superseded tyaplan &bnﬂsdty e association
and approved by the director.

O Notwitrstadirg AS 21.56140(@), eredted ingec 5 of this Adt, asall endoyer
irsurer is at reuired to difer asall enployer a kesic a sachrd Fedtth ket dan urtil
180 days after tre director of e dvisian of irsurae hes ggrowed a lesic ad a sachrd
gvall enployer et berefit dan unckr AS 2156140, et thet, i tre Svall Enployer
Helth Rainsurance Assodation Fes ot actyated a dan of qoeration asall endoyer ineuer
is et recpired tooffer abesic ar starchrd heeth bernefit dan urtil the cite a dan of qeration
is achpted as provickd undr AS 2156040

© By Sptenier 1, 1998 asvall enployer irsurer sl file vith tre directr tre
insure’s ret insurae pramumeared fram Fedlth berelit dars chlivered o issed far
cHivay to svdl enpoyers inthis Sate in tre previals clachr year.

@ Tre Helth Baefit Han Gommitteg, erected insec 5 of this A, Sl st tre
recpired Felth benefit dars vittin 180 ciys dfter tre nenters of te conmittee ae
qopoined

© Notwitrstarding AS 2156070, erected insec. 50f this At e board of diredars
of tre Sall Enployer Hith Reirsuranee Assodiation shell provick the ot recpired unckr
AS 2156070 to tre dirsdtor of tre division of insurance arually urtil Decaroer 31, 1997,

*Sc 12 A5 203605 ad AS 2156 ae rpded

*Sc 13.Sdias4 7,9 ad 12 of this At ke effect July 1, 1997,

*SC 14 Bogt as podced inssc 13 of this A this At Ekes effect auly 1,1993
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