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1 9 9 0  L E G I S L A T I V E  S E S S IO N

R E Q U E S T :
FISCAL NOTE

Revision Date: . „  __________
T itle : An Act r e la t in g  to  d i s a b i l i t y  in su ran ce  Insurance

Agency Affected: Commerce & Economic Developmen t

Sponsor: C ogh in Components; Operations.

E X P E N D IT U R E S /R E V E N U E S : (Thousands of Dollars)

OPERATING FIT 91 FIT 92 FIT 9? FY 94 FY 95 FY 96

PERSONAL SERVICES 65.4 65.4 65.4 . 65.4 65.4 65.4
TRAVEL 12.0 6,0 fi.O fi.fi fi.n fi.n
CONTRACTUAL 35.0 35.0 35.0 35 .0 35,0 35.0
SUPPLIES 1.0 1.0 1.0 1.0 1.0 1.0
EQUIPMENT id.b
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 123.4 107.4 107.4 107.4_ - 1 ( 1 - 4 : i7 .a

CAPITAL | 0 0 0 0 • ________ 2 _ ________Q _

| REVENUE to -4 ,2 3 4 .7 ) (0 -4 .2 3 4 .7 ) (0 -4 .2 3 4 .7 ) (0 -4 ,2 3 4 -7 ) fn -4 .? 3 d .7 l

F U N D IN G : (Thousands o f Dollars)

I GENERAL FUND
FEDERAL FUNDS
OTHER PR/GF 123.4 107.4 107.4 197,4 . 07,4 107.4

1 TOTAL ■ ’ .4 I07.4 107.4 107.4 107.4

P O S IT IO N S :

FULL-TIME 1 1 1 1 1 1
PART-TIME
TEMPORARY

A N A LYS IS  : (Attach a separate page i f  necessary) no f i s c a l  impact in  FY 90.

Prepared b y :  
Division : _

David J .  Walsh, D irec to r
Insurance

Approved by Commissioner: Carry M ercu lief

P h o n e : 465-2515. 
D a te :____________

Date: 3 A  3 / 9 0
Agency: Department of  Cotrrierce & Economic Develonment

Distribution (by p rep are r) :
Legislative Finance 
Legislative Sponsor 
Requestor
Office o f Management and Budget 
Impacted Agcncy(ies)

4056D-1/22390C

) Changes i n C ^ S S S & ^ ' W ) 
have no fiscal impact. 
This fiscal note is 
appropriate. page, of



■ > r-  • FISCAL NOTE ANALYSIS - SSSB 304

Personal Services: Funding for a new PFT position, Chief of Operations, 
$65.4, is included.

Travel: The director is an ex-officio board member of the Comprehensive 
Disability Insurance Association. The seven members of the board will be from 
out-of-state insurance companies and hospital or medical service corporations 
The travel estimate is based on the director or the director’s designee attending 
eight out-of-state board meetings in the first year of operation and four in each 
subsequent year at an estimated cost of $1,500 for each.

Contractual: Each year, the division will have to contract with an actuary to 
verify that the rating structures of the association are actuarially sound. The 
estimate for the annual contract is $25,000.

In addition, the director may undertake studies or demonstration projects to 
develop awareness of the benefits of the program. The annual estimate for this 
is $8,000.

$2,000 is also included for the new position’s miscellaneous contractual 
expenditures.

Supplies: The new position’s supplies are estimated at $1,000.

Equipment: A work station and computer are included for the new position at 
$10,000.

Revenue: The members of the Comprehensive Disability Insurance
Association are entitled to receive a credit against taxes levied by the state on 
disability insurance premiums. The maximum potential loss of state revenue is 
equal to the total tax collected on disability insurance premiums. It is 
impossible to predict what the actual tax revenue loss will be. However, using 
1987 premium data as a benchmark, the state could lose $4.2 million.

$144,444.0
 x 2.7%
$ 3,900.0

1987 disability premiums of insurers 
Tax rate 
Tax revenue

$ 61,189.0

JfifcfiHLQ l
$ 5,579.0
 s.6.Q%
$ 334.7

$ 3,900.0

$ 4.234.7

1987 disability premiums of hospital and 
medical service corporations 

Less claims 
Taxable premiums 
Tax rate 
Tax revenue

1987 total disability insurance tax revenue

Furthermore, an insurer whose assessment exceeds their tax liability can carry 
forward the excess credit to be applied against future years’ tax liabilities.

4 0 5 6 D - 2 / 2 2 3 9 0 c p a g e  2  o f  2



DI SAPPPOSITION TITLE
Chief of Operations

TYPE OF POSITION

-EE I
STAFF HONTHS 

2 1 . RP NUH8ER

CONTINUATION LEVEL j | ADDITION | |
TYPE OF EXPENDITURE

PERSONAL SERVICES
Salary
Benefits
Supplemental Benefits
Fixed Benefits

TOTAL PERSONAL SERVICES
Travel
Contractual
Comnodltles
Equipment
Other
TOTAL COST

FOR B&H USE ONLY 
KEY NUH8ER

REQUEST FOR 
NEW POSITION

OI-1137(7/0B)-13
8129M

FY 91

PCN NUMBER

acency Commerce & Economic Dev.

bru Insurance________________

component Operations

FUND INC SOURCE
Federal Receipts 1002 

1003
Ceneral Funds 1004

RANGE/STEP

 23/A .
BRU PRIORITY

BARG. UNIT
 S___
LOCATION

Juneau

PACE/LINE

1005
Program Receipts 1028

APPROV.

Funds are included for a computer and workstation in the 
equipment line item.

Other

ELECTION DISTRICT
4_________

This position is necessary to work with the Comprehensive 
Disability Insurance Association's board members. The 
division anticipates that this program will take a great 
deal of staff time, which is unavailable. Another 
position is required if the division is to take on this 
additional responsibility.

JUSTIFICATION:



: Original sponsor(s): SEN. COGHILL

'!! IN THE SENATE 

> CS FOR S P O N S O R  SUBSTITUTE FOR SENATE BILL NO. 301* C
IN THE LEGIS L A T U R E  OF THE STATE OF ALASKA 

S I X T E E N T H  LEGISLATURE - SECOND SESSION

A BILL

i For an Act entitled: "An Act relating to disability insurance; and provid-

i ing for an effective date."

BE IT ENACTED BY THE LEGI S L A T U R E  OF THE STATE OF ALASKA:

* Section 1. L E G I S L A T I V E  INTENT. It is the intent of the legislature 

to provide access to disability insurance coverage to all residents of the 

state who are denied adequate disability insurance coverage for any reason 

or who are otherwise considered uninsurable. It is the further intent of 

the legislature that AS 21.55 provide a m e c h a n i s m  to ensure the av a i l a b i l­

ity of comprehensive disability insurance to persons unable to obtain
I'

disability insurance coverage on either an individual or a group basis

I
under any health plan.

* Sec. 2. AS 21 is amended by adding a n e w  chapter to read:

C H A P T E R  55. STATE DISABILITY INSURANCE.

ARTICLE 1. COMPREH E N S I V E  D I S ABILITY INSURANCE ASSOCIATION.

Sec. 21.55.010. CREATION; MEMBERSHIP. There is established a 

nonprofit i n c o r p o r a t e d  legal entity to be known as the Comprehensive 

Disability I n s urance Association. M e m b e r s h i p  consists of all licensed 

hospital or m e d i c a l  service corporations in t*he state that offer 

subscriber contracts for major medi c a l  coverage and all insurers 

licensed to transact disability insurance in the state that offer 

policies for m a j o r  medi c a l  coverage on an expense incurred basis. All 

members shall m a i n t a i n  membership in the association as a condition of 

doing disability insurance business, or being able to offer subscriber 

contracts for



,
W O R K  DRAF'UKAfi. ..
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Sec. 21.55.020. BOARD OF DIRECTORS; ORGANIZATION. The board o

directors of the assoc i a t i o n  consists of seven individuals selected by 

p a r ticipating members, subject to approval by the director of the 

division of insurance. The director or the director's designee shall 

serve as a nonvoting ex officio m e m b e r  01 the board. In determining 

vot i n g  rights at members' meetings, a member is entitled to vote in 

p e r s o n  or proxy. The vote must be a weighted vote based upon the 

member's premiums for disability insurance for major medical coverage 

on an expense incurred basis, or the member's subscriber fees, derived 

from or on behalf of state residents in the previous calendar year, as 

determined by the director. In approving members of the beard, the 

director shall consider, among other things, w h e t h e r  a l'l types of 

p a rticipating members are fairly represented. Members of the board 

other than the director or the d i r ector's designee m a y  be r e imbursed 

from the association for expenses incurred by them as board members, 

but may not otherwise be c o mpensated by the a s sociation for their 

services. The costs of conducting m e e t i n g s  of the association and its 

bo a r d  of directors shall be borne by members of the association.

Sec. 21.55.030. GENE R A L  POWERS. The association may

(1) exercise the powers g r a n t e d  to insurers under the laws 

of the state;

enter into contracts w i t h  insurers, similar associa

administrative functions

(4) establish a d ministrative and accounting procedures for 

the operation of the association.

Sec. 21.55.040. PLAN OF OPERATION. (a) The asso c i a t i o n  shall 

submit to the director a plan of operation and any amendments 

C S S S S B  304( ) -2-



necessary or suitable to assure the fair, reasonable, and equitable 

administ r a t i o n  of the association. The plan of operation and amend­

ments become effective upon appro v a l  in writing by the director. If 

the plan submitted by the a s s o c i a t i o n  has been twice disapproved by 

the director, or the a s s o c i a t i o n  fails to submit a suitable plan of 

op e ration by a date that is 180 days after the effective date of this 

Act, or if at any subsequent time the association fails to submit 

suitable amendments to the plan, the director may, after notice and 

hearing, adopt reasonable r e g ulations necessary or advisable to 

effectuate the provisions of this chapter. The regulations continue 

in force un t i l  modified by the director or superseded by a plan sub­

mitte d  by the association and a p p r o v e d  by the director.

(b) All members of the a s s o c i a t i o n  shall comply vith the plan of 

operation.

(c) The plan of operation must

(1) establish p r o cedures w h e r e b y  all the powers and duties

of the association under this chapter will be performed;

(2) establish pro c e d u r e s  for handling assets of the a s s o­

ciation ;

(3) establish the amount and method of reimbursing members 

of the board of directors under AS 21.55.020;

(A) establish r e g u l a r  places and times for meetings of the

boa r d  of directors;

(5) establish p r o cedures for records to be kept of all 

financial transactions of the association, its agents, and the board 

of directors;

(6) provide that any m e m b e r  insurer aggrieved by a final

a ct i o n  or decision of the a s s o c i a t i o n  may appeal to the director 

w i t h i n  30 days after the action or decision;



(7) establish procedures whereby selections for the board 

of directors w i l l  be submitted to the director;

(8) contain additional provisions necessary or proper for 

the e x e cution of the powers and duties of the association.

Sec. 21.55.050. A D M I N I S T R A T I V E  PROCEDURE ACT. The association

is exempt from the Administrative Procedure Act (AS 44.62).

Sec. 21.55.060. TAX EXEMPTION. '’a) The association is exempt

from the p a y m e n t  of fees and taxes levied by the state or any of its 

political subdivisions except taxes levied cn real or personal p r o p e r­

ty.

(b) A m e m b e r  of the a s s ociation is entitled to receive a credit 

against taxes levied by the state on disability insurance premiums as 

provided in AS 2 1 . 0 9 . 2 10 ( j ) .

A R T I C L E  2. STATE D I S ABILITY INSURANCE PLANS.

Sec. 21.55.100.' TYPES OF INSURANCE PLANS. (a) The association

shall make available to residents eligible under AS 21.55.300 an

individual state-plan of disability insurance. The association shall

offer two alternatives related to deductibles as described in AS 21.- 

55.120.

(b) The association may not deny coverage under a state plan to 

a resident who satisfies the requirements of AS 21.55.300 - 21.55.310.

Sec. 21.55.110. M I N I M U M  BENEFITS OF STATE D I S ABILITY INSURANCE

PLAN. Except as provided in AS 21.55.120 - 21.55.140, the minimum 

standard b e n efits of a disability insurance plan offered under AS 21.- 

55.100(a) must include benefits required under AS 21.42.345 and 

21.42.365, and must be benefits w i t h  a lifetime m a x i m u m  of 3500,000 

per individual for usual, customary, reasonable, or p r evailing charges

for the following medical services performed for an individual covered

by the plan for the diagnosis or treatment of nonoccupational disease



(1) hospital services, s u b ject to the provisions of a 

p r e a u t h o r i z a t i o n  u t ilization program;

(2) subject to the limitations of AS 21.36.090(d), pro f e s­

sional services that are rendered by a physician or by a registered 

nurse at the physician's direction, o t h e r  than services for mental or 

dental conditions;

(3) the diagnosis or t r e atment of mental conditions, as 

defined in regulations of the director, rendered during the year

(A) on an inpatient basis, up to a yearly m a x i m u m  of 

30 days; and

(B) on an outpatient basis, up to a yearly maximum 

benefit of $4,000;

(4) legend drugs requiring a physician's prescription;

(5) services of a skilled nursing facility for not more 

than 120 days in a policy year;

(6) home health agency services up to a maxi m u m  of 270 

visits in a calendar year if the services commence wit h i n  seven days 

following confinement in a hospital or skilled nursing facility of at 

least three consecutive days for the same condition, except that in 

the case of an individual diagnosed by a physician as terminally ill 

with a prognosis of six months or less to live, the home health agency 

services m a y  commence irrespective of whether the covered person was 

previously confined or, if the covered person was confined, irrespec­

tive of the seven-day period, and the yearly b e n efit for medical 

social services m a y  not exceed $200;

(7) hospice services for u p  to six months in a calendar

y e a r ;

(8) use of radium or other radioactive materials;

o r  n o n o c c u p a t i o n a l  i n j u r y :



outpatient chemotherapy

(12) nondental prosthesis and maxillo-facial prosthesis usee 

to replace any anatomic structure lost during treatment for head and 

neck tumors or additional appliances essential for the support of the 

p r o s t h e s i s ;

(13) rental, or purchase if purchase is more cost effective 

than rental, of durable m e d i c a l  equipment that has no personal use ir. 

the absence of the c o n dition for which it was prescribed;

(14) diagnostic x-rays and laboratory tests;

(15) oral surg e r y  for excision of partially or completely 

unerupted impacted teeth or excision of a tooth r o o t’ without the 

extraction of the entire tooth;

(16) services of a licensed physical therapist rendered 

under the direction of a physician;

(17) t r ansportation by a local ambulance operated by licen­

sed or certified personnel to the nearest health care institution for 

treatment of a life-t h r e a t e n i n g  illness or injury and round trip 

transportation by air to the nearest health care institution for 

treatment of a life-t h r e a t e n i n g  illness or injury if the treatment is 

not available locally; if the patient is a child under 12 years of 

age, the transportation charges of a parent or legal guardian accom­

panying the child may be paid if the attending physician certifies the 

ne e d  for the accompaniment;

(18) confinement in a licensed or certified facility estab­

lished primarily for the treatment of alcohol or drug abuse or in a 

part of a hospital used p r i m a r i l y  for this treatment, for a period of 

at least 45 days within any calendar year, up to a yearly maximum



benefit of $7,000 and with a lifetime maximum of $14,000:

(19) alternatives to inpatient services as defined by the

association in the state plan benefits;

(20) second surgical opinions;

(21) other services that are medically necessary in the

treatment or diagnosis of an illness or injury as may be designated or 

a pproved by the director.

Sec. 21.55.120. DEDUCTIBLES A N D  C O P A Y M E N T S . (a) A state plan

may require deductibles of $1,000 a person cr $5,000 a person. The 

amount of the deductible may not be g r e ater when a service is rendered 

on an outpatient basis than w h e n  that service is offered on an inpa­

tient basis. Expenses incurred dur i n g  the last three months of a 

calendar year and actually applied to an individual's deductible for 

that year shall also be applied to that individual's deductible in the 

following calendar year. The $1,000 maximum and the $5,000 maximum

may be adjusted yearly to cor r e s p o n d  with the change in the medical

care component of the consumer price index, es adjusted by the d i r e c­

tor. The base year for the c o m p u t a t i o n  is the first full calendar 

year of operation of the association.

(b) A state plan must require a m a x i m u m  copayment of $2,000 plus 

the deductible for charges for all types of medical care.

(c) In this section, " c o nsumer price index" means the consumer 

price index for all urban consumers for the Anchorage M e tropolitan 

A r e a  compiled by the Bureau of Labor Statistics, United States D e p a r t­

ment of Labor.

Sec. 21.55.130. PREEXISTING CONDITIONS. (a) A state plan may 

not exclude coverage for a loss due to a preexisting condition for a 

p e r i o d  greater than 12 months f o l l o w i n g  the effective date of c o v e r­

age.

C S S S S B  3 0 4 (  )- 7 -  C S S *
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it (b) A state plan issued to a person whose previous subscriber

contract or insurance policy w a s  involuntarily terminated must credit 

the time covered under the p r e v i o u s  contract or policy toward an
I

ex c lusion for preexisting conditions under the state plan if the 

5jl previous contract or policy had a s i m i l a r  preexisting condition exc l u­

sion and the person applies for a state plan within 31 days after 

t e r mination of the previous contract or policy. If a person covered 

by this subsection is accepted by the writing carrier and pays c? 

specified premium for retroactive coverage, the state plan is effec­

tive retroactively to the date that the person's previous contract or 

policy terminated.

Sec. 21.55.140. CARE AND S E R VICES NOT COVERED. A state plan may 

not provide benefits for charges for the following:

(1) care for an injury or disease either

(A) arising out of and in the course of an employment 

subject to a workers' c o m p e n s a t i o n  or similar lav or where the 

benefit is required to be p r o v i d e d  under a workers' compensation 

policy to a sole proprietor, business partner, or corporation 

officer; or

(B) to the extent b e n e f i t s  are payable without regard 

to fault under a coverage s t a t u t o r i l y  required to be contained in 

a motor vehicle or other l i a bility insurancp policy or equivalent

i« self-insurance;p
M 11
'!
:i

•n

ic I*

I
27

281

(2) treatment for cosmetic purposes other than surgery for 

the prompt repair of an accidental injury sustained while covered or 

for replacement of an anatomic s t r u c t u r e  removed during treatment of 

t u m o r s ;

(3) travel, other than transportation covered under AS 21.- 

55.110(17);

04( ) - c -
_________
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(4) private room a c c o m m o d a t i o n s  to the extent the charge is 

in excess of the institution's most common charge for a semiprivate 

room;

(5) services or articles to the extent that the charge

exceeds the r e a s o n a b l e  charge in the locality for the service;

(6) services or articles that are determined not to be

medically necessary, except for the fabrication or placement of the 

prosthesis as s p e cified in AS 21.55.110(12) and (2) of this section;

(7) services or articles that are not within the scope of

the license or certificate of the institution or individual rendering

the services or articles;

(8) services or articles furnished, paid for or reimbursed

directly by or under any law of a government, except as otherwise

provided in this chapter;

(9) services or articles for custodial care or designed

primarily to assi s t  an individual in the activities of daily living;

(10) service charges that wo u l d  net have been made if no 

insurance e x i s t e d  or that the c o v ered individual is not legally o b­

ligated to pay;

(11) eyeglasses, contact lenses, cr hearing aids or the

fitting of them;

(12) dental care not s p e c i f i c a l l y  covered by this chapter;

(13) cervices of a r e gistered nurse who ordinarily resides
i

in the c o v ered individual's home, or who is a member of the covered

individual's f a m i l y  or the family of the covered individual's spouse;

(14) experimental procedures; and

(15) services and supplies for which the patient was not

charged.

Sec. 21.55.150. STATE PLAN PREMIUMS. (a) Except as provided in
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WORK DRAFT

(c) of this section, the association m a y  not charge a rate for cover­

age issued by or through the association that is excessive, inade­

quate, or unfairly discriminatory.

(b) The association shall use separate scales jf premium rates 

based on age and geographic location of the insured.

(c) The five members of the association that insure, or have 

subscriber contracts with, the largest number of individuals in the 

state under plans w i t h  benefits substantially equivalent to the state 

plan benefits shall submit to the association an estimate of the rate 

that would be actuarially sound for a person who is a standard risk 

for coverage substantially equivalent to the state plan. The premium 

for a state plan may not exceed 200 percent of the average of those 

five estimates.

ARTICLE 3. ADMINISTRATION OF PLANS.

Sec. 21.55.200. SELECTION OF W R I T I N G  CARRIERS. The association 

shall develop bid specifications for members that wish to be selected 

as a writing carrier to administer a state plan. The selection of the 

writing carrier shall be based upon criteria including the member's 

proven ability to handle a large number of disability insurance cases 

or subscriber contracts, efficient claim paying capacity, and the 

estimate of total charges for administering the plan.

Sec. 21.55.210. DUTIES OF WRITING CARRIERS. (a) The writing 

carrier shall p e r form the administrative and claims payment functions 

required by this section. The writing carrier shall provide these 

services for a period of three years, unless a request to terminate is 

approved by the director. The director shall approve or deny a re­

quest to terminate w i t h i n  90 days of its receipt. A failure to make a 

final decision on a request to terminate wit h i n  the specified period 

is considered an approval. Six months before the expiration of each
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three-year period, the a s s o c i a t i o n  shall invite submissions of policy 

forms from members of the association, including the w r i t i n g  carrier. 

The association shall f o l l o w  the provisions of AS 2 1.55.200 ir. 

selecting a writing carrier for the subsequent three-year period.

(b) The writing c a r r i e r  shall provide to all eligible persons 

enrolled in a state plan an individual policy or certificate, setting 

out a statement of the i n s u r a n c e  protection to w h i c h  the person is 

entitled, with whom claims are to be filed, and to w h o m  benefits are

payable. The policy or c e r t i f i c a t e  must indicate that coverage was

obtained through the association.

(c) The writing c a r r i e r  shall submit to the a s s o c i a t i o n  and the 

director on a quarterly basis a report on the operation of the state 

plans. Specific i n f ormation to be contained in the report shall be 

determined by the association.

(d) Claims shall be p a i d  by the writing carrier. A claim pay­

ment must indicate that the claim was paid under a state plan and 

include a telephone n u m b e r  that can be used for inquiries regarding 

the claim.

(e) The writing c a r r i e r  shall be reimbursed from the state plan 

premiums received for its direct and indirect expenses for a d m i n i s t e r­

ing the plan. Direct and i n d irect expenses oust include a pro rata 

reimbursement for that p o r t i o n  of the writing rarrier's adm i n i s t r a­

tive, printing, claims administration, and maadgeiaent and building 

overhead expenses that are a s s ignable uo the maintenance and adminis­

tration of the state plans. T h e - a s s ociation shall approve cost ac­

counting methods to s u b s t a n t i a t e  the writing carrier's cost reports 

consistent with generally a c c e p t e d  accounting principles. Direct ar.c 

indirect expenses may not include costs directly r e l ated to the origi­

nal submission of policy forms before selection as the w r i t i n g  carri-
» “
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er.

(f) The writing carrier shall at all tines when carrying out its 

duties under this chapter be c o n s i d e r e d  an agent of the association.

(g) The writing carrier shall administer a billing system for

prem i u m  payments and may bill for premiums cr. a monthly or quarterly 

b a s i s .

Sec. 21.55-220. OP E R A T I O N  OF THE PLAN. (a) Upon notification 

of elig i b i l i t y  under AS 21.55.320, a person cay enroll in a state plan 

by payment of the appropriate state plan premium to the w r i t i n g  c a r r i­

er .

(b) An employer that has in its employ one or more eligible 

persons enrolled in a state plan may make all or a portion' of a state 

plan premium payment directly to the writing carrier.

(c) Each member of the assoc i a t i o n  shall share the losses due to 

claims expenses of the state plans issued or approved for issuance by 

the association, and shall share in the operating and administrative 

e xpenses incurred or estimated to be incurred by the association 

incident to the conduct of its affairs. Claims expenses of the state 

plan that exceed the premium payments allocated to the payment of 

benefits shall be the liability of the members. Each member shall

share in the claims expense of the state plans and operating and

adm i n i s t r a t i v e  expenses of the a s s ociation ir. an amount equal to the 

ra t i o  of the member's total fees for subscriber contracts or total

d i s a b i l i t y  insurance premiums, r e c e i v e d  from or on behalf of state 

residents, as divided by the total subscriber fees and disability 

i n s u r a n c e  premiums received by all members from or on behalf of state 

residents, as determined by the director.

(d) The association shall make an annual determination of each 

m e m b e r ' s  liability, if any, and m a y  make an annual fiscal year end
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assessment if necessary. The a s s o c i a t i o n  may also, subject to the 

approval of the director, provide for interim assessments against the 

members as may be necessary to assure the financial capability of the 

association in meeting the incurred or estimated claims axpenses of 

the state plans and operating and administrative expenses of the 

a s sociation until the association's n e x t  annual fiscal year end a s­

sessment. Payment of an assessment is due virgin 30 days of receipt 

by a member of written notice of a fiscal year end or interim a s s e s s­

ment. Failure by a member to tender to the association the assessment 

wit h i n  30 days shall be grounds for revocation of a member's c e r t i f i­

cate of authority. A member that ceases tc do disability insurance 

business in the state, or ceases to off e r  subscriber contracts in the 

state, due to revocation, suspension, or voluntary surrender of its 

certificate of authority remains liable for assessments through the 

calendar year that the d i sability insurance or subscriber contract 

business ceased. The a s sociation m a y  decline to levy an assessment 

against a member if the assessment w o u l d  not exceed S10. Assessments 

paid by a member are a general e x p e n s e  of the member.

(e) Net gains, if any, from the operation of the state plans 

shall be held at interest and u s e d  by the association to offset future 

losses due to claims expenses of a state plan or allocated to reduce 

state plan premiums.

AR T I C L E  4. ENROLLMENT IN THE STATE DISABILITY INSURANCE PLAN.

Sec. 21.55.300. ELIGIBILITY FOR STATE DISABILITY INSURANCE. (a) 

Except as provided in (b) of this section, a person who is a resident 

is eligible for coverage upon p r o v i d i n g  evidence of

(1) rejection for m e d i c a l  reasons, a requirement of r e­

strictive riders, an up-rated premium, or a preexisting conditions 

limitation on disability insurance, the effect of which is to substan-



tiaily reduce coverage from that received by a person considered a

standard risk, by at least one member wit h i n  six months of the date of 

application; or

(2) involuntary termination of disability insurance c o v e r­

age for any reason other than n o n p a y m e n t  of premium.

(b) The following persons are not eligible for coverage:

(1) a person who is at the time of application eligible for 

medical assistance;

(2) a person who ter m i n a t e d  coverage under this chapter

un 1 e s s

(A) 12 months have elapsed since termination; or

(B) that person can show other continuous coverage 

that has been involuntarily terminated for any reason other than 

nonpayment of p r e m i u m s ;

(3) a person on whose beha l f  the state has paid out 

$500,000 in benefits; and

(4) inmates of public institutions and persons whose b e n e­

fits are d u p licated under public programs.

(c) Add i t i o n a l  eligibility requirements may not be imposed by 

the director, the association, or a w r i t i n g  carrier.

Sec. 21.55.310. ENROLLMENT BY A N  ELIGIBLE PERSON. A person may 

enroll in a state plan by applying to thp writing carrier. The a p p l i­

cation must include the following:

(1) name, address, age, and length of residency of the

applicant;

(2) a designation of the plan desired, including deductible 

option chosen; and

(3) proof of e l igibility u n d e r  the criteria established in



Sec. 21.55.320. WRITING CARRIER'S RESPONSE. Within 30 days

after receiving the application described in AS 21.55.310, the writing 

carrier shall eit h e r  reject the application for failing to comply with 

the requirements of AS 21.55.300 and 21.55.310 or forward the eligible 

person a notice of acceptance and billing information.

Sec. 21.55.330. EFFECTIVE DATE OF POLICIES. (a) Except as

provided in (b) of this section and AS 21.55.130(b), insurance under a 

state plan is ef f e c t i v e  immediately upon receipt of the first quar­

terly premium, and is retroactive to the date of the application, if 

the applicant ot h e r w i s e  complies with the requirements of this chap­

ter .

(b) Insurance under a state plan is effective retroactively to 

the date that the p e r s o n’s previous contract or policy was terminated 

if the person

(1) applies for a state plan within 60 days after the 

previous contract or policy terminated;

(2) is accepted by the writing carrier; and

(3) pays a specified premium for the p e r i o d  of retroactive

c o v e r a g e .

Sec. 21.55.340. SOLICITATION OF ELIGIBLE PERSONS. (a) The 

association, un d e r  a plan approved by the director, shall disseminate 

appropriate infor m a t i o n  to residents regarding the existence of the 

state plans and the means of enrollment. Means of communication may 

include use of the press, radio, and television, as well as publica­

tion in appropriate state offices and publications.

(b) The a s s o c i a t i o n  shall devise and implement means of m a i n­

taining public awareness of the provisions of this chapter regarding 

the state plans and shall administer this chapter in a manner that 

facilitates public p a rticipation in the state plans. The association
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shall prepare a brochure ou t l i n i n g  the benefits and exclusions of the 

state plan in plain language.

(c) Selling or m a r k e t i n g  of qualified state plans is limited tc 

licensed disability insurance agents.

(d) An insurer or h o s p i t a l  or medical service corporation that 

rejects or applies u n d e r w r i t i n g  restrictions to an applicant for a 

subscriber contract, a d i s a b i l i t y  insurance policy, or a medicare 

supplement plan in the state shall notify the applicant of the e x i s­

tence of the state plans, the requirements fcr being accepted, and the 

procedure for applying.

ARTICLE 5. G E N E R A L  PROVISIONS .

Sec. 21.55.400. DUTIES OF DIRECTOR. The director may

4 •
(1) approve the selection of the w r i ting carrier by the 

association and approve the a s sociation's contract with the writing 

carrier including the coverages and premiums to be charged;

(2) contract w i t h  the federal government or another unit of 

government to ensure c o ordination of the state plans with other gov­

ernmental assistance programs; and

(3) adopt regulations n e c e s s a r y  tc administer this chapter.

Sec. 21.55.410. STATE NOT LIABLE. The state is not liable for

acts or omissions of the a s s o c i a t i o n  or a writing carrier under this 

chapter, or for payment of a cl a i m  under a state plan issued by a 

w r i t i n g  carrier.

Sec. 21.55.500. DEFINITIONS. In this chapter

(1) "association" means, the Comprehensive Dis a b i l i t y  Insur­

ance A s s ociation created in AS 21.55.010;

(2) "copayment" means the portion cf the eligible expenses, 

in excess of the deductible, for w h i c h  the insured is responsible;

ductible" means the portion cf eligible 

-16-



w h i c h  the insured is responsible in each calendar year un d e r  AS 21.- 

5 5 . 1 2 0 ( a ) ;

(4) "disability insurance" means a group or individual 

disability insurance policy, health care service contract, or health 

m a i n t e n a n c e  agreement;

(5) "home health agency services" means any of the f o l l o w­

ing services provided upon recommen d a t i o n  of a licensed p h y s i c i a n  as 

part of a treatment plan:

(A) intermittent or part-time nursing services of a 

registered professional nurse or a licensed practical nurse, that 

are provided to a person under the continued direction of the 

person's physician and within the limitation of the nurse's 

l i c e n s e ;

(B) nursing services that are provided to a person at 

the person's residence, including a residential care facility or 

adult b o a r d i n g  home; a hospital, skilled nursing facility or 

intermediate care facility is not considered a residence;

(C) home health aide services that are pres c r i b e d  by 

and under the continued direction of a physician and supervised 

by a professional nurse;

(D) home health aide services that are provi d e d  to a 

person at the person's residence, as described in (B) of this 

paragraph;

(E) physical and occupational therapy services, speech 

pathology, and audiology services that are prescribed by a p h y s i­

cian and provided to a person by or under the supervision of a 

qualified practitioner; these services may be provided to a 

person w h o  is a patient in an intermediate care facility or 

skilled n u r s i n g  facility;
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(6) "hospice services" means services provided under a 

coordinated comprehensive program of p a l l i a t i v e  and supportive care on 

a 24-hour, seven days per week basis for persons who have been

diagnosed as terminally ill and their families by an interdisciplinary 

team of professionals or volunteers u n d e r  an incorporated central 

a d ministration that has a physician as m e d i c a l  director;

(7) "major medical coverage" means a disability insurance 

contract or subscriber contract that provides benefits for hospital 

and medical care with potential lifetime m a x i m u m  benefits per insured 

of $500,000;

(8) "medical social services" means services rendered the

patient under the direction of a p h y s i c i a n  by a qualified social 

worker holding a master's degree from an a c c r e d i t e d  school of social 

work, including assessment of the social, psychological and family 

problems related to or arising out of the covered person's illness and 

treatment, appropriate action and u t i l i z a t i o n  of community resources 

to assist in resolving the problems, and partici p a t i o n  in the d e v elop­

ment of treatment for the covered person;

(9) "resident" means a peiSv.n who is physically present in

the state, has lived in the state for at least the six consecutive 

months immediately preceding application for a state plan, and intends 

to remain permanently in the state; " r esident" also includes a person 

who is not physically present in the state if the person iived in the 

state for at least six of the nine m o n t h s  immediately preceding appli­

cation for a state plan and the person's absence from the state is for 

medical treatment or education; a p e r s o n  ceases to be a resident if 

the person is absent from the state for m o r e  than 90 consecutive days

other than for medical treatment or education;

'state plan" means a p o l i c y  of insurance offered by the
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association through a writ i n g  carrier;

(11) "usual, customary, reasonable, or prevailing charge" 

means a charge that has been approved by the director for a medical

care procedure, service, or supply item, and that is the lowest of the

following amounts:

(A) the billed amount for the medical service p r o­

vider's actual charge;

(B) the charge usually made by that provider for

performing that procedure or service or for providing the supply 

item; or

(C) the customary charge, based on a profile of c h a r­

ges made for the same medical procedure, service, or supply item 

in the same geographical area by other providers that have p e r­

formed the same procedure or service or can provide the same 

supply item; the customary charge may not exceed the 75th p e r c e n­

tile of the profile of charges;

(12) "writing carrier" means the insurer or insurers s e l e c t­

ed by the association and approved by the director to administer a 

state plan.

* Sec. 3. AS 21.09.210 is amended by adding a new subsection to read:

(j) A mem b e r  of the Comprehensive Disability Insurance A s s o­

ciation created in AS 21.55.010 may credit against a premium tax 

imposed against disability insurance premiums under this section, an 

amount equal to an assessment against the member under AS 21.55.- 

220(d). Any portion of the credit allowed in this subsection that 

cannot be taken in a tax year without reducing taxable premiums below 

zero may be carried forward and credited in successive years until the 

credit is exhausted.

* Sec. 4. The a s sociation established by sec. 2 of t
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avdiiaoxe to residents the plans required by AS 21.55.100, enacted 

jj sec. 2 of this Act, by J a n u a r y  i, 1991.

Sec. 5. This Act takes effect immediately under AS 01.10.070(c).
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available to residents the plans required by AS 21.55.100, enacted in

sec. 2 of this Act, by January 1, 1991.

* Sec. 5. AS 21.09.210(j) and AS 21.55 are repealed.

* Sec. 6. Section 5 of this Act takes effect July 1, 1995.

* Sec. 7. Except for sec. 5 of this Act, this Act takes effect immedi­

ately under AS 01.10.070(c).
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LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  March 12, 1990

SUBJECT: Disability insurance - CSSSSB 3 0 4 (L&C)

TO: Senator Jack Coghill

FROM: Michael F. Ford fM-'l*
Legislative Counsel

POuCH V STATE CAPHOl
JUNEAU ALASKA 99 81  >

TQ7 *165 3800

The following is a sectional analysis of CSSSSB 3 0 4 (L&C): 

Section 1 - Legislative intent.

Section 2

Sec. 21.55.010 - Establishes the Comprehensive Disability 
Insurance Association and provides that the purpose of the 
association is to provide health insurance to eligible r e s i­
dents of the state.

Sec. 21.55.020 - Establishes the board of directors of the 
health insurance association, and requires the board to use 
a weighted voting system based on premium income.

Sec. 21.55.030 - Establishes the general powers of the a u­
thority.

Sec. 21.55.040 - Requires the association to develop a plan 
of operation. Provides specific items that must be included 
in the plan of operation.

Sec. 21.55.050 - Exempts the association from the A d m i n i s­
trative Procedure Act (AS 44.62).

Sec. 21.55.060 - Exempts the association from all taxes e x­
cept taxes on real or personal property. Allows a tax 
credit for members of the association.

Sec. 21.55.100 - Requires the authority to provide health 
care insurance to eligible residents of the state.



S e n a t o r  J a c k  C o g h i l l
P a g e  2
M a r c h  1 2 ,  1 9 9 0

Sec. 21.55.110 - Establishes minimum benefits that must be 
provided.

Sec. 21.55.120 - Establishes deductible and copayment amounts. 
Provides for annual adjustment of the deductible.

Sec. 21.55.130 - Establishes criteria for coverage of a p r e­
existing condition.

Sec. 21.55.140 - Provides that certain care and services are 
not covered by the state insurance plan.

Sec. 21.55.150 - Establishes limits on the premium charged 
for state insurance.

Sec. 21.55.200 - Establishes criteria for selection of an 
insurer to administer the state plan.

Sec. 21.55.210 - Establishes the duties of the insurer who 
administers the state plan.

Sec. 21.55.220 - Provides for enrollment in the state plan, 
and for assessment of claims expenses to members of the a s­
sociation.

Sec. 21.55.300 - Establishes eligibility requirements for 
enrollment in the state plan.

Sec. 21.55.310 - Provides for enrollment in the state plan.

Sec. 21.55.320 - Requires the writing carrier to act on an 
enrollment application within 30 days.

Sec. 21.55.330 - Establishes the effective date of insurance 
coverage.

Sec. 21.55.340 - Requires the association to solicit eligible 
residents for enrollment.

Sec. 21.55.400 - Duties of the director of the division of 
i n s u r a n c e .

Sec. 21.55.410 - Gives the state immunity for acts or o m i s­
sions of the association, and for payment of claims.

S e c .  2 1 . 5 5 . 5 0 0  -  D e f i n i t i o n s .



March 12, 1990

S e n a t o r  J a c k  C o g h i l l
P a g e  3

_Section 3 - Establishes a tax credit for members of the a s­
sociation.

Section__4 - Requires the association to make insurance avail- 
able to residents by January 1, 1991.

Section 5 - Effective date.

M F F :pi 
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A N A L Y S IS  O F  B IL L / P R O G R A M  E F F E C T S
SECTION 2 AS 21.55.010 - .500 

AS 21.55A1Q

This section creates th e  Com prehensive D isability  Insurance  Association 
(CDIA). M em bership is m andatory  as a condition of licensure for those in su rers 
and hospital or m edical service corporations th a t  offer m ajor medical coverage 
in  Alaska. "Self-insurers" a re  not m em bers and  could not be forced to be 
m em bers due to  th e  preexem ption created  by th e  Employee R etirem ent Income 
Security Act o f 1974 (ERISA).

AS 21.55, Q2.Q
C riteria  for CDIA’s seven-m em ber board is estab lished  in  th is  section. The 
director or d irector’s designee is a nonvoting, ex-officio m em ber of the  board. 
The vote of a board m em ber is w eighted based upon th a t  m em ber’s sh a re  of 
A laska disability  insurance prem ium  for m ajor m edical coverage. The CDIA 
board m em bers m ay be com pensated only for th e ir  expenses incurred  as board 
m em bers. The costs incurred  by th e  director for association re la ted  duties, such 
as travel expenses to a tten d  board m eetings, m u st be borne by th e  Division of 
Insurance’s budget. FY 91 would be im pacted th e  m ost as num erous m eetings 
can be an ticipated  to im plem ent th is  program . Four board m eetings can be 
anticipated in  fu tu re  years. The board  m eetings could also be expected to take  
place outside of A laska as board m em bership will be in su re rs  domiciled outside 
of th is  s ta te . I t  w ill be more cost effective for m em bers to  m eet in  a cen tral 
location in  th e  contiguous 48 sta tes.

AS 21,55,Q30---,.Q.6.Q.

These sections se t ou t CDIA’s general powers, an  outline for a p lan  of 
operations, an  exem ption from th e  A dm inistration  Procedures Act, and  an  
exem ption from  any  taxes and  fees levied by th e  s ta te  or any political 
subdivisions (o ther th a n  those on rea l or personal property).

AS 21.55, IQQ.
Two plans of d isability  insurance a re  requ ired  to be m ade available to eligible 
residents. T he two p lans are  d ifferentiated by th e  deductible described in  
AS 21.55.120 ($1,000 and  $5,000).

4076D/22390e
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A residen t is eligible (AS 21.55.300(a)) for coverage i f  th e  person provides 
evidence of:

1. rejection for m edical reasons, a  requ irem ent of restric tive 
riders, an  upda ted  prem ium s or a preexisting condition lim itation 
which has th e  effect of substan tia lly  reducing coverage as com pared 
to a person considered to  be a  standard  risk , oy a t  lea s t one m em ber 
in su rer w ith in  six  m onths of th e  date  of application; or

2. invo luntary  term ination  of disability in su rance  coverage for 
any reascu  o ther th a n  nonpaym ent of prem ium s.

The following persons a re  no t eligible (AS 21.55.300(b)):

1. a person who, a t  th e  tim e of application, is eligible for 
medical assistance;

2. a person who term inated  coverage u n d er th is  chap ter unless 
12 m onths have elapsed since term ination , or th a t  th e  person can 
show th a t  o ther continuous coverage w as involuntarily  te rm ina ted  
for any reason o ther th a n  for nonpaym ent of prem ium ;

3. a person on whose behalf $500,000 in  benefits have been 
paid; and

4. inm ates of public in stitu tions and persons whose benefits 
a re  duplicated u n der public program s.

I t  should be noted th a t  a person who previously h as had  double coverage and 
involuntarily  loses one coverage plan would be eligible for th is  program . I f  it is 
not the  sponsor’s in te n t for th is  program  to provide for double coverage, th is 
section would need to be am ended to accomplisn th is.

No other eligibility c rite ria  m ay be applied o ther th a n  th a t found in  
AS 21.55.300 and  a person m ay not be denied coverage if  those criteria  a re  m et 
and application is  m ade in  accordance w ith  AS 21.55.310.

AS 21.55.110

M inim um  benefit s ta n d a rd s  a re  estab lished  in  th is  section. The benefit 
configuration is quite com prehensive and  m ay provide for prem ium  ra te s  th a t  
m ay not be affordable even w ith  a  prem ium  cap of 150% of a  stan d ard  ra te  
established u n der AS 21.55.150. A "no frills" catastrophic  type of benefit 
configuration m ay w ish to be considered in  order to address th e  affordability 
issue.

AS 21,55.120

The two deductible am ounts of $1,000 and $5,000 a re  estab lished  here. A 
deductible "carry-over" provision is established for expenses incurred  in  th e  las t 
th ree  m onths o f any  calendar year used to satisfy  th e  deductible. Those 
expenses will be used to  also satisfy  the deductible in  the  following year.
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An insured’s out-of-pocket costs a re  lim ited  to $2,000 as a  re su lt of responsibility  
for th e  deductible an d  copaym ent.

T he deductible m ay be ad justed  annually  by th e  dire ‘.tor based upon the  change 
in  th e  consum er price index for th e  A nchorage M etropolitan area.

AS-21,55,13.0

This section provides th e  allow able preexisting m edical condition provision to be 
included in  th e  s ta te  p lans. No coverage is to be provided for tn e  first twelve 
m onths of coverage for any  p reex isten t m edical conditions.

The s ta te  p lan  m ust cred it tim e covered under a previous con tract which was 
involuntarily  te rm ina ted  tow ard  satisfaction of the  tim e p aram eters  in  which 
coverage is not provided for a  preexisting condition. In  such a situa tion  and if 
th e  person applies for s ta te  p lan  coverage w ith in  31 days a fte r involuntary  
term ination , th e  s ta te  p lan  coverage is  retroactive to th e  term ina tion  date.

AS 21,55,140.

T his section provides a  lis t of care  and  services not to  be covered by th e  s ta te  
plans.

AS 21.55.15Q

S tandards for th e  estab lishm en t of p rem ium  ra te s  a re  found here. Age banded 
ra te s  th a t  vary by geographic location of the  in su red  are  required . The ra te s  
charged by th e  CDIA are  no t to  be excessive, inadequate , or unfairly  
discrim inatory. However, th e  m axim um  ra te s  charged m ay no t exceed 150% of 
th e  average of the  ra te s  charged for a  stan d ard  risk  by the  nve in su re rs  w ith  th e  
la rgest m em ber of A laskan  res id en ts  covered u n der equ ivalen t p lans of 
insurance coverage. The director would need to  estab lish  c rite ria  to determ ine 
actuarially  equivalent p lans an d  collect d a ta  regarding  th e  num ber of persons 
covered in  each p lan  in  order to determ ine th e  five m em bers whose ra te s  are  
going to be solicited. (This d a ta  is  no t cu rren tly  reported.) F u rthe rm ore , each of 
th e  five in su re r’s ra te s  for i ts  ac tuaria lly  equivalent p lans would have to be 
verified as being ac tuaria lly  sound by th e  division. This activ ity  will have a 
fiscal im pact on th e  division a s  well a s on th e  insurance in d u stiy . A less costly 
approach would be to determ ine  th e  five in su re rs  on th e  basis of to ta l disability 
prem ium s w ritten  in  A laska. However, th e  division would still need to  contract 
annually  w ith  a qualified ac tu ary  to  determ ine th e  s tru c tu ra l com patibility and 
ac tuaria l soundness of th e  ra te  struc tu res.

Testim ony on CSHB 589 of th e  F ou rteen th  L egislature from  the insurance 
industry  indicated th a t  ac tuaria lly  sound ra te s  for th e  un in su rab le  population 
m ight exceed stan d ard  ra te s  by a factor of three.
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C riteria  for th e  selection of th e  m em ber to adm in ister th e  s ta te  p lans is found in  
th is  section. E ssentially , th e  c rite ria  en ta il th e  proven ability to  adm inister 
large  insurance  contracts efficiently. A n additional criteria  th a t  m ay w ish to be 
considered would be to require  th a t  a n  adm inistrative, claim s paym ent facility 
be located in  A laska. However, cost/benefit justification would need to prevail.

AS 21.55.210

T his section se ts  out the  du ties to be perform ed by th e  w riting carrier. The 
du ties include those usually  perform ed by any in su re r or hospital or m edical 
service corporation.

AS 21.55.22Q

The m ateria l provisions of th is  section p erta in  to estab lish ing  each m em ber’s 
liability  for its  proportional sh a re  of th e  costs to  operate th e  s ta te  p lans and 
proportional share  of claim s th a t  exceed the  prem ium s collected. E ach 
m em ber’s proportional share  is  determ ined  by the  rela tionsh ip  of i ts  to ta l 
d isability  insurance prem ium s or subscriber fees to th e  to ta l of a ll m em bers. 
F a ilu re  by a m em ber to pay an  assessm en t w ith in  30 days from  w hen it  is  due is 
grounds for revocation of t h r t  m em ber’s certificate of au thority . A ny gains from  
operations of th e  s ta te  p lans a re  requ ired  to  bo held  a t  in te re s t an d  be used  to 
onse t fiiture claim s or to reduce prem ium  rates.

Any assessm ents paid  by a m em ber a re  considered an expense item  for 
s ta tu to ry  financial reporting  purposes.

A S  21.55.aftQ

Eligibility for participation  in  th e  s ta te  p lans is outlined in  th is  section as well 
as an  outline for those persons no t eligible. These c rite ria  w ere discussed 
previously in th e  com m ents on AS 21.55.100.

AS 21.55.310

T his section contains th e  procedure for application for s ta te  p lan  coverage, and  a 
description of the  personal inform ation required  to be provided. I t  should also 
be noted th a t  no prem ium  paym ent is requ ired  to accompany th e  application.

AS 21.55.320

T his section requ ires th e  w riting  ca rrie r  to  respond to  each applican t w ith in  
30 days of request of an  application. The application is e ith e r rejected for 
noncompliance w ith  AS 21.55.300 and  AS 21.55.310, or i t  is accepted and billing 
inform ation is provided.
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The effective d a te  of coverage u n d er th e  s ta te  p lans is governed by th is  section. 
The p rim ary  c rite ria  for coverage effectuation is th e  receipt of the  appropriate  
prem ium  by th e  w riting  carrier. G enerally, coverage is retroactive to the  d a te  of 
the  application. However, coverage m ay be retroactive to th e  date  th a t  a 
person’s previous coverage w as te rm in a ted  if  th a t  person:

1. applies for s ta te  p lan  coverage w ith in  60 days after th e  previous 
coverage was term inated ;

2. is accepted by th e  w riting  carrier; and

3. pays a specified p rem ium  for th e  period of retroactive coverage.

One a rea  in  need of clarification is w h a t d a te  constitu tes th e  "date of 
application". Basically, two possible d a tes  could constitu te  th a t date:

1. th e  date th e  app lican t signs th e  application (under the  
assum ption  the  application form  will have a signatu re  space, and  a  space 
for th e  applicant to d a te  h is or h e r signature). I f  th is  is tn e  in tended  aate , 
it  is recom m ended th a t  each app lican t’s signatu re  and  date  of sig n a tu re  be 
notarized;

OR

2. th e  da te  th e  w riting  ca rrie r  receives a  completed application. 
This would be determ ined  assum edly by a  m echanically stam ped day/date 
of receipt on th e  application itself.

T his clarification can  be accom plished w ith  adoption of regu lations u n d er 
AS 21.55.400(3).

AS.21.55,3.40

This section calls for th e  association to develop and  im plem ent a  program  of 
public aw areness th a t  encourages an d  fac ilita tes participation  in  th e  s ta te  
plans. Any m em ber th a t  rejects coverage o r applies underw riting  restric tions is 
required  to inform  th a t  person of th e  existence of th e  s ta te  p lans, eligibility 
requirem ents, and  th e  application procedures.

The m arketing  of th e  s ta te  p lans, o ther th a n  by association m em bers or th e  
w riting  ca rrie r  on a  d irect basis, is lim ited  to  licensed d isability  in surance  
agents. No m ention  is m ade of any com pensation for the  agen t th a t  "sells" a 
s ta te  p lan  to a n  eligible person. The issue of com pensation for agen ts m ay w ish 
to be addressed.

AS.2.1.55..4QQ

The du ties o f th e  d irector a re  outlined  in  th is  section. One du ty  
(AS 21.55.400(2)) en ta ils  th e  con tracting  w ith  o ther governm ental en titie s  (s ta te  
and federal) to  coordinate th is  p rogram  w ith  o ther m edical assistance
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program s. I t  is understood th a t  such arrangem ents a re  typically accomplished 
not through contracts, per se, b u t th rough  "m em oranda of agreem ent".

AS-21.55i41Q

T his section s ta te s  th e  s ta te  is no t liable for th e  acts of the  association in  
operating  th is  plan.

AS 21.5MQ.Q

T his section contains th e  definitions of th e  operative term s used in  th is proposal.

The te rm  "major m edical" includes th e  lifetim e m axim um  of $500,000. I t  should 
be noted th a t  an  in su re r could escape m em bership in  the  association by offering 
p lans w ith  m axim um  benefits of less th a n  $500,000.

SECTIQELa

This section creates an  offset equal to  any assessm ent to p rem ium  taxes 
requ ired  to be paid  by a  m em ber. Such credits m ay be carried  forward if  the  
offset in  a given year would reduce a  m em ber’s prem ium  tax  liability to less 
th a n  zero.

This w ill re su lt in  less prem ium  tax  receipts for th e  s ta te  depending upon the  
s ta te  p lans’ financial perform ance. I t  should fee noted th a t  th is  credit can be 
applied against prem ium  taxes associated only w ith  disability  insurance 
prem ium s.

T here m ay be an  inequitab le  re su lt due to  th e  different prem ium  tax  bases for 
in su re rs  and  hospital or m edical service corporations.

SEC.TIQIL4

This section requ ires th a t  s ta te  p lans be available by Ja n u a ry  1, 1991. This 
appears to be a  qu ite  sho rt lead  tim e to develop these  plans. If* th is  Act is 
enacted during th e  firs t session, i t  m ight be more rea listic  to have the  
im plem entation date  se t a t  Ju ly  1,1991.

S EC T I O N S

T his Act would ta k e  effect im m ediately.
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Coghill’s bill would create high-risk pool
By Imre Nemeth 

Uninsurable is a label branded on 
more and more people. As health 
care costs rise, insurance providers 
are looking for ways to cover them­
selves in a very volatile business..

People with heart conditions, can­
cer, other serious illnesses or just an 
all-around broken-down body don't 
fit into the system.

foot of calamity. Thus, it’s good for 
the rest but, due to economic con­
cerns, cancels out anybody else.

A bill Sen. Jack Coghill (R-Nenana) 
introduced this session would give 
these uninsurabies another option.

Senate bill No. 304 would create a 
risk pool for this group. It would pro­
vide “access to disability insurance

Lucky enough to fit under the um­
brella of a corporate health plan, 
those who ha ve had some major med­
ical catastrophe in their past are able 
to get coverage. Unfortunately, a large 
group of castaways seems to fit in the 
individual category.

In this area, it’s easy for an insurer 
to print “rejected” on an applicant's 
form. It enhances competitiveness 
and keeps costs down for people who 
don’t get sick or trampled under the

coverage to all residents of the state 
who are denied adequate disability 
insurance coverage for any reason or 
who are otherwise considered unin­
surable."

Insurance agen I Bruce Moore, pres­
ident of the Southern Alaska Life 
Underwriters, considers the bill one 
of his pet projects He feels the issue 
is of grand importance notonly to his 
industry but to clients of his that fall 
under this category.

Rather than place high-risk indi­
viduals in the same group as others 
taking out plans or having them face 
exclusion, this would incorporate 
every individual into one pool. The 
risk for this wouldn’t the concen­
trated responsibility of a single in­
surer but spread evenly among all 
the insurance firms providing health 
coverage in the state.

“We as an industry would be pick­
ing up the tab,” Moore said. “I think 
it’s important that our industry do 
what it can to support this big prob­
lem. It’s a very positive solution.”

Under the bill, which according to 
Moore was written to include as many 
hypothetical situations as possible, 
those in the pool wouldn’t pay any­
more than 50 percent more than the

average health insurance premium.
The bill is modeled after a similar 

program in Washington state. So far 
17 states have adopted legislation 
creating like programs.

The problem of the uninsurable is 
fairly large. There is the possibility 
that employers may refrain from hir­
ing somebody who would cause their 
health plans problems in the future.

Moore said there seems to be quite 
a bit o f support this time around for 
the high-risk pool.

“The concern is what if the losses 
become too high?" he said. "What if 
the 50 percent premium cap is not 
adequate?”

These are questions nobody yet 
knows the answers to. It isn’t even 
known yet how many people are out 
there who would be eligible.

KIRA BROKERAGE AND AFFILIATES
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(s ta r !  g  from  $10,000 a n d  up)

• Sell-B uy  I .c a se  B ack s

• D irec t [ .e a s in g

• V en do r p ro g ra m s  a v a ila b le
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Under 25
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35-39
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60-64

COR*»ARISON OF CONVERSION RATES 
TO AETNA MANUAL RATES

Aetna
Aetna Manual Rates

Oonveralon Rates (60/60 m/f split)
750 394
830 394
871 448
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1003 565
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Relativity
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193%
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F e b r u a r y  6, 19 9 0

S e n a t o r  C o g h i l l
P.O. B o x  5 5 0 2 8
N O r t h  Pole, A l a s k a  9 9 7 0 5

D e a r  S e n a t o r  C o g h i l l ,

I h a v e  a m e d i c a l  c o n d i t i o n  w h i c h  a p p a r e n t l y  m a k e s  m e  u n i n s u r a b l e .
I h a v e  r e c e n t l y  a t t e m p t e d  t o  o b t a i n  a d e q u a t e  m e d i c a l  c o v e r a g e  a n d  
h a v e  b e e n  s e v e r e l y  r i d e r e d  b e c a u s e  of m y  c u r r e n t  m e d i c a l  c o n d i t i o n .  
I k n o w  t h a t  t h e r e  a r e  m a n y  o t h e r s  t h a t  h a v e  t h e  s a m e  f a t e  as I.

I w o u l d  l i k e  to  e x p r e s s  m y  s u p p o r t  f o r  S e n a t e  B i l l  304 as w r i t t e n .
I h a v e  r e c e n t l y  r e v i e w e d  t h e  b i l l  a n d  f e e l  t h a t  t h e  c r e a t i o n  of 
a " h i g h  r i s k  p o o l "  w o u l d  b e  a b e n e f i t  t o  a l l  c o n c e r n e d .  T h e  S t a t e  
of A l a s k a ,  t h e  i n s u r a n c e  c o m p a n i e s  i n v o l v e d  a n d  c e r t a i n l y  t h e  
A l a s k a n  p a r t i c i p a n t s  w o u l d  b e  b e t t e r  o f f  as a r e s u l t  of t h i s  bill.

P l e a s e  c o n t a c t  m e  f o r  a n y  f u r t h e r  s u p p o r t  t h a t  y o u  m i g h t  need.

S i n c e r e l y ,•' //

H. L a m a r  C r a y  

7 7 0 3  A r l o n e
A n c h o r a g e ,  A l a s k a  9 9 5 0 2

521 W. 41st Avenue Anchorage, Alaska 99503-6635 (907) 562-2911
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Senator John B. Coghill
P.O. Box 55028
North Pole AK 99705________

"RE: Support of Senate Bill 304 as written

. Dear Senator Coghill:

We have employees and patients who have medical conditions which make them un­
insurable. They have attempted to obtain adequate medical coverage and have 
either been rejected or severely ridered because of their circumstances. I 
understand that there are many Alaskans who share this situation.

I would like to express my support for Senate Bill 304 as written. I have re­
cently reviewed the bill and feel that the creation of a "high risk pool" would 
be a benefit to all concerned. The State of Alaska, the insurance companies 
involved, and certainly the Alaskan participants would be better off as a result 
of this bill.

Please feel free to contact me for any further support that you may need.

Sincerely,



Tan M a s l y k  “kV 'j \ ‘?cn
2220 T a s h a  D r i v e  ‘
A n c h o r a g e ,  AK 9 9 5 0 2

N o v e m b e r  22, 1989

S e n a t o r  C o g h i l l  
P.O. O f f i c e  B o x  55028 
N o r t h  Pole, AK 9 9 7 0 5

Re: S u p p o r t  of S e n a t e  B i l l  304 as w r i t t e n

D e a r  S e n a t o r  C o g h i l l ,

M y  d e p e n d a n t  c h i l d  has a m e d i c a l  c o n d i t i o n  w h i c h  a p p a r e n t l y  m a k e s  
her u n i n s u r a b l e .  I h a v e  r e c e n t l y  a t t e m p t e d  to o b t a i n  m e d i c a l  
c o v e r a g e  for her fr o m  two i n s u r a n c e  c o m p a n i e s  and h a v e  be e n  
r e j e c t e d  by b o t h  b e c a u s e  of her c u r r e n t  c i r c u m s t a n c e .  I 
u n d e r s t a n d  th a t  t h e r e  a r e  m a n y  A l a s k a n s  w h o m  s h a r e  my s i t u a t i o n .

I w o u l d  like to e x p r e s s  m y  s u p p o r t  for S e n a t e  B i l l  304 as 
w r i t t e n .  I ha v e  r e c e n t l y  r e v i e w e d  the b i l l  and fe e l  that the 
c r e a t i o n  of a " h igh r i s k  p o o l "  w o u l d  be a b e n i f i t  to a l l  
c o n c e r n e d .  T h e  S t a t e  of A l a s k a ,  the i n s u r a n c e  c o m p a n i e s  i n v o l v e d  
and c e r t a i n l y  the A l a s k a n  p a r t i c i p a n t s  w o u l d  be b e t t e r  off as a 
r e s u l t  of this bill.

P l e a s e  f e e l  free to c o n t a c t  me for a n y  f u r t h e r  s u p p o r t  that you 
m a y  need.

S i n c e r e l y ,



M a r c h  27, 1 9 8 9

To: Senator Jack Coghill
Capital, Room 30 
Juneau

From: Jan H. Soloy
P.O. Box 872801 
Wasilla, Alaska 99687 
376-3813

Subject: High Risk Health Insurance Coverage

I have been an Alaskan resident since 1981, prior to moving here I worked as a 
Registerd Nurse in the speciality areas of Coronary|Intensive Care. The reason 
I relocated to Alaska was that I married a man that resided here. We have two 
sons,Matthew is seven and Sam is 3. We own and operate a helicopter company that 
is based in Wasilla. The past eight years we have built the company from the 
size of one machine and one employee to five machines and 25 full- time and 
seasonal employees. Chris and I are active in community youth activity programs 
and we,sponsor youth sports in the area. We also have decided to donate a piece 
of needed equipment for one of the schools in this area each year that we can.
We are firm believers in local business and individuals supportine the conmunity.

For twelve years I have lived with a condition called Multiple Sclerosis. Although 
I am lucky and have been very stable, living and coping with a disease like MS 
has been a challenge in many ways. I have had the opportunity to be in laige groups 
for health insurance coverage, that has changed now because of some changes in 
federal law and company policies of the group we are in. We have group benefits 
for 17 more months and if it weren't for the fact that our coverage is in Washington 
and not in Alaska, I would be out-of-luck and be without any comprehensive coverage. 
Because the Washington legislators saw fit to pass legislation that savs that if 
you lose group coverage you must be guaranteed conversion to an individual plan, 
regardless of your health status,This goes beyond the C O R R A  law. Thprpforp T'm 

luckier than most with a high risk condition in a non-group situation. I have 
some basic coverage for general medical care. Nothing for Skilled Nursing Facilities, 
Hospice, Rehab., no catastrophic coverage at all. I'm grateful for the law in Wa. 
but I live in Alaska now. I have been turned down for insurance before but went 
back to work in a large hospital, I have been aware of health insurance problems, 
now that awareness is reality. I'm one of the 15 million in this country and thousands 
in this state alone,that because of a preexsisting condition is urderinsured.The 
numbers for uninsured are much greater.

I have copies of several pieces of legislation on this topic,that have been introduced 
in the Alaskan legislature this year and one in 1986. Granted this is a national 
problem but experts agree that we are at least 20 years away from solving it at the 
national level. Indeed,the trend for solutions is at the State level of government. 
Twenty states have passed and put into effect laws which have created some version 
of a High Risk Health Insurance Pool. This number grows each year, fifteen more, 
including Alaska have introduced bills dealing with this issue. Yes, the states lose 
money but without this coverage another group of indigents-’are created. That has a 
fiscal impact on the state also. Only Multi-millionaires can afford to be without
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health insurance. One should not have to get a divorce or relinguish all assets 
to be eligible for medical benefits.

This is a problem that faces many people in Alaska. I have been in contact with 
the Heart, Diabetes,Lung and Epileptic Associations,MDA;Cancer Society and several 
Senior Citizens groups among a few. They are all in support of state health 
insurance for people that have been refused coverage for health reasons. all 
"realize that tnis insurance is costly, with large deductibles. I spoke with 
several thac would be able to pay this, with some effort on my part and others 
you will be hearing from constiguents on this. In the meantime, I believe it is 
time for Alaska to address this problem. I am aware of The Budget problems we face 
but if 20 going on more states can find ways to resolve this problem despite their 
varied problems, then I believe Alaska can too and will. Mike Losow of the National 
MS Society informed me that Alaska had introduced some of the best legislation 
ever designed to dissolve barriersoto health insurance coverage for the chronic 
condition groups. This made me strangely proud. I told Mike that I felt we would 
do more than design and consider. The time is now to make this a legislative priority,
even in the face of oil prices.

Furthermore, there is no sector of private business that can solve this, we have no 
one to turn to but our government. Government that was formed, among other things to 
protect and promote public health for everyone, not just the unfortunate but the 
middle-class group and upper middle-class.

I
I support state sponsored and created High Risk Health Insurance. Please consider 
introducing or supporting legislation that would allow access to health care for 
the ones who " fall through the cracks".

I would like to hear from you, your thoughts and how close you feel Alaska is to
passing this type of legislation.

Respectfully,

Jan H. Soloy

cc: legislative offices
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R I S K  P O O L S  F O R  U N I N S U R A B L E S

ACKNOWLEDGEMENT

W H A T  A R E  R I S K  
P O O L S ?

T h e  c h a r t s  a n d  i n f o r m a t i o n  p r o v i d e d  w i t h  t h i s  
S L R  w e r e  in p a r t  c o m p i l e d  b y  an o r g a n i z a t i o n  c a l l e d  
C o m m u n i c a t i n g  f o r  A g r i c u l t u r e  w h i c h  has b e e n  i n t e r e s t e d  
in t h e  r i s k  p o o l  i s s u e  s i n c e  1975. W e  t h a n k  t h e m  a n d  
th e  o t h e r  o r g a n i z a t i o n s  w h o  h a v e  p r o v i d e d  i n f o r m a t i o n  to 
N A L U  a n d  w h o  c o n t i n u e  t o  p r o v i d e  i n f o r m a t i o n  on t h i s  
i m p o r t a n t  issue.

A m o n g  t h e  u n i n s u r e d  a r e  t h o s e  w h o  h a v e  b e e n  
d e n i e d  i n s u r a n c e  c o v e r a g e  for r e a s o n s  of p o o r  h e a l t h  or 
w h o  h a v e  b e e n  o f f e r e d  i n s u r a n c e  p o l i c i e s  w i t h  e x t r e m e l y  
h i g h  p r e m i u m s  o r  w i t h  r e s t r i c t i v e  e x c l u s i o n s  for p r e ­
e x i s t i n g  c o n d i t i o n s .  F o r  s o m e  of t h e s e  p e o p l e ,  m o n e y  is 
not the b a r r i e r  t o  h e a l t h  c a r e  u n t i l  su c h  t i m e  as l a r g e  
m e d i c a l  b i l l s  d r a i n  t h e i r  r e s o u r c e s .

In 13 s t a t e s ,  h i g h  r i s k  i n d i v i d u a l s  n o w  h a v e  
a c c e s s  t o  h e a l t h  i n s u r a n c e  r i s k  pools. U n d e r  su c h  
p r o g r a m s ,  h e a l t h  s t a t u s  is in t h e o r y  e l i m i n a t e d  as a 
b a r r i e r  to t h e  a v a i l a b i l i t y  of h e a l t h  i n s u r a n c e ,  s i n c e  
i n s u r a n c e  is a v a i l a b l e  t h r o u g h  the pool.

C l e a r l y ,  r i s k  p o o l s  do  not e l i m i n a t e  all 
b a r r i e r s  to t h e  a v a i l a b i l i t y  of h e a l t h  i n s u r a n c e ,  
b e c a u s e  the i n s u r a n c e  o b t a i n a b l e  t h r o u g h  p o o l s  is e x p e n­
sive. N e v e r t h e l e s s ,  a d v o c a t e s  a r g u e  t h a t  t h i s  a v a i l a b i­
l i t y  of i n s u r a n c e  h e l p s  to  c r e a t e  a p r i n c i p l e  t h a t  
e v e r y o n e  s h o u l d  h a v e  t h e  o p p o r t u n i t y  to p u r c h a s e  h e a l t h  
i n s u r a n c e .  S e c o n d ,  t h e y  a r g u e  t h a t  h e a l t h  i n s u r a n c e  for 
h i g h  r i s k  i n d i v i d u a l s  d o e s  a d d r e s s  o n e  s m a l l  segment, of 
th e  l a r g e r  p o p u l a t i o n  of u n i n s u r e d  i n d i v i d u a l s .



N A L U  P O L I C Y

RECENT NALU 
BOARD ACTION

PURPOSE OF 
THIS SLR

B A S I C  D E S I G N  
OF A  R I S K  P O O L

COVERAGE

N A L U  s u p p o r t s  t h e  p a s s a g e  of e n a b l i n g  l e g i s l a­
t i o n  in a l l  s t a t e s  t o  c r e a t e  r e i n s u r a n c e  p o o l s  or o t h e r  
m e c h a n i s m s  t o  f u l l y  s p r e a d  t h e  r i s k s  a s s o c i a t e d  w i t h  
i n s u r i n g  t h o s e  p e r s o n s  n o w  d e n i e d  a c c e s s  to  a d e q u a t e  
h e a l t h  i n s u r a n c e .

A t  t h e i r  A p r i l  1 9 8 7  m e e t i n g  t h e  N A L U  B o a r d  of 
T r u s t e e s  a d o p t e d  a r e c o m m e n d a t i o n  t o  r e f e r  t h e  i s s u e  of 
s t a t e  p o o l s  f o r  u n i n s u r a b i e s  to N A L U ' s  S t a t e  L a w  and 
L e g i s l a t i o n  C o m m i t t e e  as a h i g h  p r i o r i t y  i t e m  w i t h  the 
e x o r t a t i o n  t h a t  the C o m m i t t e e  w o r k  t o w a r d  t h e  e n a c t m e n t  
of  l e g i s l a t i o n  c r e a t i n g  s u c h  p o o l s  in all s t a t e s .

T o  p r o v i d e  i n f o r m a t i o n  to  a l l  r e c i p i e n t s  of 
t h e  S t a t e  L e g i s l a t i v e  R e p o r t  and t o  u r g e  t h o s e  s t a t e s  
c u r r e n t l y  n o t  p r o v i d i n g  a m e t h o d  or  m e c h a n i s m  for u n i n­
s u r a b i e s  t o  o b t a i n  h e a l t h  i n s u r a n c e  to c o n s i d e r  t a k i n g  
s t e p s  t o w a r d  t h e  e v e n t u a l  e n a c t m e n t  of l e g i s l a t i o n  p r o­
v i d i n g  for s u c h  p o o l s .

T h e  b a s i c  d e s i g n  of a r i s k  p o o l  is to g u a r a n­
te e  a v a i l a b i l i t y  of a d e q u a t e  h e a l t h  i n s u r a n c e  to all 
i n d i v i d u a l s ,  r e g a r d l e s s  of t h e i r  p h y s i c a l  c o n d i t i o n .  
A l t h o u g h  t h e  o p e r a t i o n  of p o o l s  v a r i e s  c o n s i d e r a b l y  f r o m  
s t a t e  to  s t a t e  t h e r e  is a b a s i c  p a t t e r n .  T h e  s t a t e  
g e n e r a l l y  f o r m s  an a s s o c i a t i o n  of a l l  h e a l t h  i n s u r a n c e  
c o m p a n i e s  d o i n g  b u s i n e s s  in the s t a t e  ( p r o p o s e d  f e d e r a l  
l e g i s l a t i o n  w o u l d  p e r m i t  i n c l u s i o n  of s e l f - i n s u r i n g  
b u s i n e s s  in t h i s  a s s o c i a t i o n ) .  O n e  o r g a n i z a t i o n  is 
s e l e c t e d  to a d m i n i s t e r  t h e  p l a n  u n d e r  t h e  g u i d e l i n e s  for 
b e n e f i t s ,  p r e m i u m s ,  d e d u c t i b l e s ,  etc. as s e t  f o r t h  in 
t h e  s t a t e  law. I n d i v i d u a l s  t h e n  a r e  a b l e  to p u r c h a s e  
i n s u r a n c e  f r o m  the p l a n .

R i s k  p o o l  p o l i c i e s  do p r o v i d e  a f a i r l y  c o m p r e­
h e n s i v e  p a c k a g e  of b e n e f i t s .  U n l i k e  m a n y  p r i v a t e  
i n d i v i d u a l  p o l i c i e s  t h a t  d o  not c o v e r  p h y s i c i a n  fees, 
r i s k  p o o l s  g e n e r a l l y  s p e c i f y  a m i n i m u m  b e n e f i t  p a c k a g e  
t h a t  i n c l u d e s  i n - p a t i e n t  h o s p i t a l  s e r v i c e s  a n d  s e r v i c e s  
r e n d e r e d  by  or at t h e  d i r e c t i o n  of a p h y s i c i a n ,  as w e l i  
a s  s o m e  s k i l l e d  n u r s i n g  c a re, h o m e  h e a l t h  c a r e ,  a n d  
p r e s c r i p t i o n  d r u g s .

N o r m a l l y  a c h o i c e  of d e d u c t i b l e s  is o f f e r e d ,  
r a n g i n g  f r o m  as l o w  as $1 5 0  t o  as h i g h  as $2 0 0 0 ,  
r e s u l t i n g  in s u b s t a n t i a l l y  d i f f e r e n t  p r e m i u m s .  So m e  
f o r m  of p r e - e x i s t i n g  c o n d i t i o n  r e s t r i c t i o n  has b e e n  
d e e m e d  n e c e s s a r y ,  if o n l y  to p r e v e n t  i n d i v i d u a l s  f r o m  
e n r o l l i n g  for i n s u r a n c e  o n l y  a f t e r  t h e y  n e e d  m e d i c a l  
c a re. M o s t  p o o l s  h a v e  a s i x  to t w e l v e  m o n t h  w a i t i n g  
p e r i o d  f o r  p r e - e x i s t i n g  c o n d i t i o n s .  H o w e v e r ,  so m e  st a -
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C O S T  O F  

I N S U R A N C E

P A Y I N G  F O R  T H E  
P O O L

IN  SUMMARY

t e s  a l l o w  a w a i v e r  of t h i s  w a i t i n g  p e r i o d  t h r o u g h  
p a y m e n t  of a p r e m i u m  s u r c h a r g e .

C o s t  r e m a i n s  t h e  b i g g e s t  b a r r i e r  to o b t a i n i n g  
h e a l t h  i n s u r a n c e  t h r o u g h  r i s k  p o o l s ,  s i n c e  i n s u r a n c e  
p r o v i d e d  to h i g h  r i s k  i n d i v i d u a l s  m u s t  o b v i o u s l y  be m o r e  
e x p e n s i v e  t h a n  t h a t  for s t a n d a r d  risks.

W h i l e  t h e s e  p r e m i u m s  a r e  h i gh, t h e y  w o u l d  be 
e v e n  h i g h e r  in the a b s e n c e  of s t a t e  i m p o s e d  l i m i t s  t h a t  
c a p  p r e m i u m s  at no m o r e  t h a n  a f i x e d  p e r c e n t a g e  ( u s u a l l y  
a b o u t  150%) of t h e  s t a n d a r d  i n d i v i d u a l  p r e m i u m  in t h e  
s t a t e .

One s t a t e  has t a k e n  an a d d i t i o n a l  s t e p  to m a k e  
r i s k  p o o l s  m o r e  a c c e s s i b l e  to  the p o o r .  T h e  W i s c o n s i n  
l e g i s l a t u r e  in 19 8 5  p a s s e d  l e g i s l a t i o n  a p p r o p r i a t i n g  
f u n d s  to  a s s i s t  l o w  i n c o m e  p o l i c y h o l d e r s  in p a y i n g  p r e ­
m i u m s  .

In t h e o r y ,  p r e m i u m s  a r e  to c o v e r  t h e  m a j o r i t y  
of c l a i m s  p a i d  by t h e  p o o l .  In p r a c t i c e ,  h o w e v e r ,  p r e ­
m i u m s  a r e  g e n e r a l l y  i n s u f f i c i e n t ,  b e c a u s e  of t h e  p r e m i u m  
c a p  a n d  t h e  p o o r  h e a l t h  s t a t u s  of the i n s u r e d  i n d i v i­
du a l s .  A c c o r d i n g l y ,  t h e  l o s s e s  i n c u r r e d  a r e  c o m p e n s a t e d  
b y  a s s e s s i n g  the m e m b e r s  of the p o o l i n g  a s s o c i a t i o n ,  in 
p r o p o r t i o n  to t h e i r  s h a r e  of the s t a t e  h e a l t h  i n s u r a n c e  
m a r k e t .  In m o s t  s t a t e s ,  t h e s e  p o o l  a s s e s s m e n t s  a r e  s u b­
s i d i z e d  t h r o u g h  r e b a t e s  on p r e m i u m  t a x e s  or o t h e r  s t a t e  
t a x e s .

E x p e r i e n c e  in m o s t  s t a t e s  i n d i c a t e s  t h a t  the 
p l a n s  lo s e  m o n e y  o v e r  t h e  c o u r s e  of a year. W h i l e  
l o s s e s  can at t i m e s  be l a r g e ,  the c o s t  has b e e n  in the 
r a n g e  of 1% of t h e  t o t a l  a m o u n t  of p r e m i u m s  c o l l e c t e d  
f r o m  a l l  h e a l t h  i n s u r a n c e  p o l i c i e s  s o l d  in t h o s e  s t a t e s .

T h r e e  s t a t e s ,  I l l i n o i s ,  N e w  M e x i c o ,
W a s h i n g t o n ,  e n a c t e d  p o o l i n g  l a w s  in 1987. I l l i n o i s  w a s  
a p a r t i c u l a r l y  i n t e r e s t i n g  p i e c e  of l e g i s l a t i o n  in t h a t  
t h e  l a w  b a s e s  t h e  s u b s i d y  on g e n e r a l  r e v e n u e s ,  not an 
a s s s e s s m e n t  on i n s u r e r s .

No one c a n  r e a s o n a b l y  c l a i m  t h a t  r i s k  p o o l s  
w i l l  s o l v e  the e n t i r e  p r o b l e m  of the i n s u r e d ,  s i n c e  the 
r e a s o n s  for t h i s  l a c k  of c o v e r a g e  are e n o r m o u s l y  v a r i e d .  
S o m e  p e o p l e  a r e  l e f t  v u l n e r a b l e  by l i m i t a t i o n s  in 
M e d i c a i d  e l i g i b i l i t y ;  o t h e r s  are e m p l o y e d  by  f i r m s  t h a t  
d o  n o t  o f f e r  h e a l t h  i n s u r a n c e ;  s t i l l  o t h e r s  a r e  l e f t  
w i t h o u t  i n s u r a n c e  a f t e r  b e c o m i n g  u n e m p l o y e d  or l o s i n g  
d e p e n d e n t  c o v e r a g e  t h r o u g h  a s p o u s e ;  some t a k e  the r i s k  
of not p u r c h a s i n g  i n s u r a n c e  a l t h o u g h  t h e y  c a n  a f f o r d  it.



ADDITIONAL
INFORMATION

NAIC MODEL 
LEGISLATION FOR 
CREATING A STATE 
HEALTH INSURANCE 
POOLING 
MECHANISM

Risk pools represent a small step in reducing 
the uninsured population, or at least that segment of 
the insured that is not poor but could become poor when 
faced with major medical expenses. These plans, 
however, provide no comprehensive solution to the indi­
gent care problem. Risk pools simply encourage and 
assist individuals in purchasing health insurance.
Those who cannot afford to purchase insurance will in 
most cases not benefit from the pools.

The remainder of this SLR contains information 
on specific state programs showing the status of 
legislation creating comprehensive health insurance 
pools and describing the main aspects of a particular 
states pool.

The final attachment to this SLR is the Model 
Legislation adopted by the National Association of 
Insurance Commissioners. Immediately preceding the NAIC 
Mode', is a brief synopsis of the model bill.

* * *

For further information contact: Roland L.
Panneton, Counsel, National Association of Life 
Underwriters, 1922 F Street, N.W., Washington, D.C. 
20006, (202)331-6023.



STATUS OF LEGISLATION 
CREATING COMPREHENSIYE_HEALTH INSURANCE POOLS 

FOR HIGH-RISK INDIVIDUALS

STATE
Alaska
Arizona
California
Colorado

* Connecticut
* Florida
*  Illinois
* Indiana
* Iowa

Kansas

Kentucky
Louisiana
Maine
Maryland
Massachusetts

* Minnesota 
Mississippi 
Missouri

* Montana

* Nebraska

New Mexico 
New York

* North Dakota

STATUS
Introduced in 1986 - Failed.
Introduced in 1984 - Failed.
Introduced in 1984, 1985, 1986 - Failed.
Introduced in 1985, 1986 • Failed.
Program in effect • 1976.
Program in effect • October, 1983.
Introduced in 1985, 1986 - Failed, \ h 17*7
Program in effect * July, 1982.
Passed and signed into law • April, 1986 • To become 
operational in 1987.
Legislation passed and signed into law to further study the issue and 
draft legislation - March, 1986.
Introduced in 1984 - Failed.
Introduced in 1986.
To study the issue summer of 1986.
To study the issue summer of 1986.
Studying the issue.
Program in effect • June, 1976.
Introduced in 1984, 1985, 1986 - Failed.
Introduced in 1984,1985,1986-Failed.
Passed and signed into law • 1985 • To become operational 
July, 1987.
Passed and signed into law -1985 • To become operational 
late 1985 or early 1987.
Introduced in 1986 - Failed. 17^7
Introduced in 1985, canied over to 1986 - Failed.
Program in effect • June, 1981.



Ohio 
Oregon 
Rhode Island 
South Carolina 
South Dakota

* Tennessee

Texas
Utah
Virginia

Washington
* Wisconsin

Introduced in 1983-84 and 1985-86 - Failed.
Introduced in 1985 - Failed.
Catastrophic health plan in effect 
Introduced in 1985-86 - Failed.
Passed in 1984, but vetoed by Governor. Introduced in 1985 - Failed.
Passed and signed into law - April, 1986 - To become 
operational in 1987.
Introduced in 1977 - Failed.
Introduced in 1986 - Failed.
Passed mandated enrollment for Blue Crocs/Blue Shield in 1985. 
Studying pool issue in 1986.
To study issue the summer of 1986. /asset! "in  1 ^ 7  

Program in effect - June, 1981.

* Highlighted states have existing plans.



M AXIM UM .BEM EEITS PROVIDED

Alaska
Arizona
California
Colorado

* Connecticut
* Florida 

Illinois
* Indiana

* Iowa
Kansas
Kentucky
Louisiana

* Minnesota

Mississippi
Missouri

* Montana
* Nebraska 

New Mexico 
New York

* North Dakota 
Ohio 
Oregon

ST A T E

South CarolinaSouth Dakota

STATUE

No Limit In Legislation
$1,000,000 Lifetime Benefit
$1,000,000 Lifetime Benefit
$500,000 Lifetime Benefit
$1,000,000 Lifetime Benefit
$500,000 Lifetime Benefit
$500,000 Lifetime Benefit
Plan I - No Limit
Plan II • $50,000 Lifetime Benefit
$250,000 Lifetime Benefit
No Limit in Legislation
$1,000,000 Lifetime Benefit
$500,000 Lifetime Benefit
Regular Plan - $250,000 Lifetime Benefit 
Medicare Plan • $100,000) Lifetime Benefit
$500,000 Lifetime Maximum
$1,000,000 Lifetime Benefit
Not Less Than $100,000 Lifetime Benefit
$500,000 Lifetime Benefit
To be Determined By The Board
$500,000 Lifetime Benefit
$250,000 Lifetime Benefit
$250,000 Lifetime Benefit
$250,000 Lifetime Benefit
$1,000,000 Lifetime Benefit
$50,000 Annual - $250,000 Lifetime Benefit

7



* Tennessee 
Texas 
Utah

* Wisconsin

$500,1000 Lifetime Benefit 
No Limit in Legislation 
$250,000 Lifetime Benefit 
$250,000 Lifetime Benefit

* Highlighted states have existing plans.



jCaiifomia
C olflrado_^L

* Connecticut
* Florida

Ulinois

PR E M IU M X A PS

STATE

Arizona ^

Kansas
Kentucky

Louisiana

New Mexico 
New York

RATE
125% Maximum 
150% Maximum
To Be Determined By The Board

'North Dakota 
Ohio 
OregonSouth CarolinaSouth Dakota

150% Initial, 200% Maximum 
125% Minimum, 150% Maximum 
150% Initial, 200% Maximum 
135% Maximum 
150% Maximum 
150% Maximum 
To Be Determined By The Board 
150% Initial, 200 Maximum 
135% Initial, 165% Maximum 
125% Maximum 
150% Initial, 200% Maximum 
150% Initial, 200% Maximum 
150% Initial, 400% Maximum 
135% Initial, 165% Maximum 
To Be Determined By The Board 
150% Maximum 
135% Maximum
130% Maximum For First Three Years 
130% Maximum For First Three Years 
150% Initial, No Maximum 
125% Initial, 200% Maximum



* Tennessee 
Texas 
Utah

* Wisconsin

150% Maximum 
To Be Determined By The Board 
To Be Determined By The Board 
150% Maximum

* Highlighted states have existing plans.



DEDUCTIBLES

NOTE: Many states offer more than one plan. Unless stated, the amounts listed are all 
deductibles available.

STATE

Alaska

Arizona

California
Colorado

* Connecticut
* Florida 

Illinois
* Indiana
* Iowa 

Kansas 
Kentucky 
Louisiana

* Minnesota 
Mississippi 
Missouri

* Montana
* Nebraska 

New Mexico 
New York

* North Dakota 
Ohio 
OregonSouth CarolinaSouth Dakota

AM OUNT

To Be Determined By The Board 
$200  

$1,000

$250; $500; $ 1,000 and any others Designated By The Board
$400; $1,000; $1,500
$1,000; $1,500; $2,000
$1,000; $1,500; $2,000
$200; $500; $1,000
$500; $1,000 and any others Designated By The Board
To Be Determined By The Board 
To Be Determined By The Board 
To Be Determined By The Board 
$500; $1,000
$1,000; $1,500; $2,000
To Be Determined By The Board 
Not to exceed $1,000 
To Be Determined By The Board 
To Be Determined By The Board 
$500; $ 1,000 and any others Designated By Ihe Board
$150; $500; $1,000
$1,000  

$1,000

To Be Determined By The Board
$500; $ 1,000 and any others Designated By The Board



* Tennessee $500; $2,000 and any others Designated By The Board
Texas $200

Utah To Be Determined By The Board

* Wisconsin $1,000

* Highlighted states have existing plans.



STOP LQSS/QUT.QF.PQCKET EXPENSE LIMITATION

NOTE: Out-of-Pocket expense is the amount each insured will pay each year before the plan 
begins to pay 100% of eligible expenses.

STA1E
Alaska
Arizona
California
Colorado

* Connecticut
* Florida

Illinois

Kansas
Kentucky
Louisiana

* Minnesota

Mississippi
Missouri

* Montana
* Nebraska 

New Mexico
* North Dakota

AM.QMI
To Be Determined By The Board
$1,000/Individual; $2,000/Family
$3,000/Individual; $5,000/Family
$1,500/Individual; $3,000/Family
$2,000/Individual; $4,000/Family
Regular Pian I $2,500/IndividuaI;

Plan II $3,000/Individual;
Plan in $3,500/Individual;

Medicare Plan 1 $1,500/Individual;
Plan II $2,000/Individual;
Plan III 51,500/Individual;

$4,000/Family 
$4,500/Family 
$5,000/Family
$4,000/Family 
$4,500/Family 
$5,000/Family

$1 AOO/Individual; $3,000/Family; $500/Medicare
* Indiana Plan I $1,000/Individual;

Plan II A. $1,000/Individual;
B. $1,500/Individual;
C. $2,000/Individual;

* Iowa A. $1,500/Individual;
B. $2,0C0/Individual;

$2,000 Family 
$2,000 Family 
$3,000 Family 
$4,000/Family
$3,000/Family 
$4,000/Family

To Be Determined By The Board
To Be Determined By The Board
To Be Determined By The Board
Regular Plan - $3,000/Individual 
Medicare Supplement • $1,000/Individual
$1 AOO/Individual; $3,000/Family; $500/Medicare
To Be Determined By ’Hie Board
$5,000/Individual
To Be Determined By The Board
To Be Determined By The Board
$3,000/Individual



Ohio 
Oregon 
South Carolina 
South Dakota

* Tennessee

Texas
Utah

* Wisconsin

$1 ̂ 00/Individual; $3,000/Family 
$1 ̂ 00/Individual; $3,000/Family; $500/Medicare 
To Be Determined By The Board 
$3,000/Individual

A. $1,500/Individual; $2,500/Family
B. $2,500/Individual; $3,500/Family

$200 or ?0% of insured's adjusted gross income, whichever is greater 
To Be Determined By The Board
Plan I $2,000/Individual $4,000/Family
Plan II $500

* Highlighted states have existing plans.



WAITING PERIOD FOR PRE-EXISTING CONDITION

NOTE: Most plans contain provisions under which coverage is excluded for a certain period of 
time following the effective date of coverage. This exclusion is based on a pre-existing condition 
which manifested itself within a certain period of time prior to coverage or medical advice or 
treatment was recommended or received.

STATE

Alaska

Arizona

California
Colorado

* Connecticut
* Florida 

Illinois
* Indiana
* Iowa 

Kansas 
Kentucky 
Louisiana

* Minnesota 
Mississippi 
Missouri

* Montana
* Nebraska 

New Mexico 
New York

* North Dakota 
Ohio 
Oregon

W AITING PERIOD.

6 Months 
6 Months
To Be Determined By The Board 
6 Months 
12 Months 
12 Months 
6 Months 
6 Months 
6 Months
To Be Determined By The Board 
12 Months 
6 Months 
6 Months 
12 Months 
12 Months 
12 Months 
6 Months
To Be Determined By The Board 
o Months 
6 Months 
30 Days 
30 Days

CONDITION PERIOD 
6 Months 
6 Months

6 Months 
6 Months 
6 Months 
6 Months 
6 Months 
6 Months

6 Months 
6 Months 
90 Days 
90 Days 
6 Months
5 Years
6 Months

.(^Months

90 Days
6 Months 
6 Months



South Carolina 6 Months 6 Months
South Dakota 12 Months 6 Months

* Tennessee 6 Months 6 Months
Texas 6 Months 6 Months
Utah 12 Months 6 Months

* Wisconsin 6 Months 6 Months

* Highlighted states have existing plans.



POOL FUNDING

NOTE: Because of Federal Law (The Employee Retirement Income Security Act, known as 
ERISA) self-insurers are not required to become members of a state pool, therefore are not 
assessed any of the cost. In addition, all state pool legislation allows abatement of assessment if 
the payment of the assessment would endanger the ability of the member to fulfill his contractual 
obligations. Also, assessments that are less than an amount determined by the board to justify the 
cost of collection shall not be considered.

STALE

Alaska
Arizona

California
Colorado

* Connecticut
* Florida

Illinois

* Indiana

* Iowa

Kansas
Louisiana

* Minnesota

Mississippi

Missouri
* Montana
* Nebraska

SOURCE

Assessment of losses to participating insurers.
Assessment with credit applied against premium tax and income tax. 
Use formula of approximately 20% per year.
The state has created a start-up fund of $750,000.
Assessment with credit applied against premium tax and income tax.
Assessment of losses to participating insurers.
Assessment with credit applied against premium tax and 
income tax. Maximum assessment of 1% per year on 
premiums or greater than premium tax. Use formula of 
approximately 20% per year for offset.
Assessment with credit applied against premium tax and income tax. 
Also allowed to increase rates to offset assessment
Assessment with credit applied against premium tax and 
income tax. Also allowed to increase rates to offset 
assessment.
Assessment with credit applied against premium tax an 
income tax.
To Be Determined By The Board
Assessment with credit applied against premium tax.
Assessment with credit applied against premium tax and 
income tax.
Assessment with credit applied against premium taxes, but only for the 
amount over 20% of total premiums collected by cash insurer.
Assessment of losses to participating insurers.
Assessment with credit applied against premium tax.
Assessment with credit applied against premium tax.



New Mexico 
New York

* North Dakota

Ohio
Oregon
South Carolina 
South Dakota

* Tennessee

Texas
Utah

* Wisconsin

To Be Determined
Assessment to insurers, although state has not determined if tax credit 
will be allowed.
Assessment with credit applied against premium tax and 
income tax.
Assessment of losses to participating insurers.
Assessment of losses to participating insurers.
Assessment with credit applied against premium tax and income tax.
Assessment with credit applied against premium tax. Use formula of 
approximately 20% per year for write-off.
Assessment of losses to participating insurers with credit 
applied against premium tax.
Assessment of losses to participating insurers.
To Be Determined
Assessment of losses to participating insurers plus special 
fund created by state to subsidize premiums for low-income 
policyholders.

* Highlighted states have existing plans.



AG EN T & ADM INISTRATOR FEES

NOTE: Those listed have fees set by statute. All others are to be determined by The Board.

Alaska Agent Referral Fee - $50
Administrator Fee -12 1/2% Maximum

California Agent Referral Fee-$100

* Connecticut Agent Referral Fee - $20

* Florida Agent Referral Fee • $75

* Indiana Agent Referral Fee - $25

* Minnesota Agent Referral Fee • $50
Administrator Fee -121/2% Maximum

* Montana Agent Referral Fee • $25
Administrator Fee • 12% Maximum

* North Dakota Agent Referral Fee ■ $25
Administrator Fee • 121/2% Maximum

Wisconsin Agent Referral Fee - $35



ELIGIPIUTY.C.BITERIA

All states with comprehensive health insurance pools for high risk individuals, as well as those 
previously introducing legislation, have eligibility requirements for individuals wishing to take 
advantage of pool coverage.
The most common of these eligibility requirements are one or more of the following:

1. STATE RESIDENCY. All individuals applying for pool coverage must be state 
residents. This ranges from a residency requirement of 30 days up to six months before 
becoming eligible. Some states simply state "residency required" with no specific period 
listed.

2. PROOF OF REJECTION. Individuals must prove they have been rejected for 
insurance coverage by at least one insurance carrier. Some states require proof of rejection 
by at least two carriers, however the trend seems to be requiring only one proof of rejection. 
In addition, several states are adopting or considering guidelines which allow for automatic 
acceptance into a pool. The pool Board adopts a list of medical conditions to allow automatic 
acceptance into the pool without requiring a proof of rejection if the individual is afflicted 
with one of these conditions.

3. PRESENTLY INSURED WITH A HIGHER PREMIUM. An individual is 
eligible for pool coverage even though they are currently insured if their present insurance 
has a higher premium than that afforded under the pool.

4. PRESENTLY INSURED WITH A RIDER OR RATED POLICY. An
individual is eligible for pool coverage even though they are currently insured if their present 
insurance has a rider attached or is rated.

5. Most states do not allow an individual to apply for pool coverage if that individual is 
eligible for Medicare or Medicaid. Several states do offer a Medicare supplement plan for 
these individuals.



SYN O PSIS OF MODEL
T h e  p u r p o s e  of t h e  N A I C  M o d e l  B i l l  is to e s t a -  

b i s h  a m e c h a n i s m  t h r o u g h  w h i c h  d e q u a t e  l e v e l s  of h e a l t h  
i n s u r a n c e  c o v e r a g e s  c a n  be m a d e  a v a i l a b l e  t o  r e s i d e n t s  
of t h e  s t a t e  w h o  a r e  o t h e r w i s e  c o n s i d e r e d  u n i n s u r a b l e .  
T h e  b i l l  w o u l d  e s t a b l i s h  a s t a t e  " a s s o c i a t i o n "  or p o o l  
in w h i c h  a l l  h e a l t h  c a r e  f i n a n c i n g  m e c h a n i s m s  ( i n s u r e r s ,  
n o n - p r o f i t  s e r v i c e  p l a n  c o r p o r a t i o n s  a n d  H M Os) w o u l d  be 
m e m b e r s .

T h e  p o o l  c o v e r a g e  c o n s i s t s  of v e r y  b r o a d ,  
c o m p r e h e n s i v e  b e n e f i t s  w i t h  a c h o i c e  of " h i g h "  a n d  " l ow" 
d e d u c t i b l e .  E a c h  s t a t e  is c a u t i o n e d  t h a t  the s c o p e  of 
c o v e r a g e  m a y  n o t  be a p p r o p r i a t e .  In su c h  ca s e  the b e n e­
fi t  l e v e l s  s h o u l d  be a d j u s t e d .

B y  d e f i n i t i o n ,  a p o o l  c o n s i s t i n g  of u n i n­
s u r a b l e  r i s k s  w i l l  n e c e s s i t a t e  p r e m i u m  r a t e s  s u b s t a n­
t i a l l y  g r e a t e r  t h a n  a p p l i c a b l e  for s t a n d a r d  ri s k s .  T h e  
b i l l  e s t a b l i s h e s  a n  i n i t i a l  m a x i m u m  ra t e  of 1 5 0 %  of 
a p p l i c a b l e  s t a n d a r d  r i s k  r a t e s .  T h e r e a f t e r  r a t e s  a r e  
e x p e c t e d  to f l u c t u a t e  a c c o r d i n g  to e x p e r i e n c e ,  h o w e v e r ,  
in no e v e n t  s h a l l  r a t e s  e x c e e d  20"% of s t a n d a r d  r i s k  
r a t e s .  T h e  i n i t i a l  m a x i m u m  r a t e  of 150% is a d m i t t e d l y  
i n a d e q u a t e  for t h e  r i s k s  i n s u r e d ,  a n d  the 200% m a x i m u m  
w i l l  p r e v e n t  t h e  r a t e s  f r o m  b e c o m i n g  p r o h i b i t i v e .  P o o l  
l o s s e s  in e x c e s s  of t h e  2 0 0 %  m a x i m u m  ra t e  w i l l  be 
a s s e s s e d  to e a c h  m e m b e r  of t h e  p o o l  in p r o p o r t i o n  to the 
v o l u m e  of b u s i n e s s  d o n e  in t h e  state. E l i g i b i l i t y  for 
p o o l  c o v e r a g e  is n o t  e s t a b l i s h e d  by c r i t e r i a  s u c h  as the 
i n c u r r i n g  of a c a t a s t r o p h i c  c o n d i t i o n  or the e x p e n d i t u r e  
of a p r e s c r i b e d  a m o u n t  of e a r n i n g s  for h e a l t h  care.
S u c h  c r i t e r i a  m a y  not a p p l y  e q u i t a b l y  to all u n i n ­
s u r a b i e s  a n d  m a y  n e i t h e r  b e  c o s t  e f f i c i e n t  nor p r a c t i c a l  
t o  a d m i n i s t e r .  P r a c t i c a l  c o n s i d e r a t i o n s  of p r i c e  w i l l  
s e r v e  t o  d i s c o u r a g e  i n d i v i d u a l s  f r o m  b u y i n g  p o o l  
c o v e r a g e  w h e n  it is a v a i l a b l e  t o  t h e m  in the s t a n d a r d  
m a r k e t p l a c e  at a l e s s e r  rate.

F o r  o b v i o u s  c o s t  c o n t a i n m e n t  r e a s o n s ,  t h e  p o o l  
c o v e r a g e  is t h e  c o v e r a g e  of " l ast r e s o r t "  a n d  it d o e s  
n o t  d u p l i c a t e  c o v e r a g e s  f r o m  a n y  o t h e r  s o u r c e ,  p r i v a t e  
or p u b l i c .  T h e  m e c h a n i c s  of t h e  p ool, its o p e r a t i o n s  
a n d  f u n c t i o n s  m u s t  a l l  be e s t a b l i s h e d  u n d e r  a p l a n  
a p p r o v e d  by t h e  C o m m i s s i o n e r .  T h e  p o o l  is s u b j e c t  to 
t h e  r e q u i r e m e n t s  of t h e  i n s u r a n c e  c o d e  as has the 
g e n e r a l  p o w e r s  a n d  a u t h o r i t y  of an i n s u r e r  l i c e n s e d  t o  
t r a n s a c t  h e a l t h  i n s u r a n c e .
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MODEL HEALTH INSURANCE POOLING MECHANISM ACT

T able of C ontents

Section 1. 
Section 2. 
Section 3. 
Section 4. 
Section 5. 
Section 6. 
Section 7. 
Section 8. 
Section 9.

Definitions 
Operation of Pool 
Eligibility
Administrating Insurer 
Assessments
Minimum Benefits • Availability 
Collective Action 
Taxation 
Effective Date

BE IT ENACTED BY THE STATE OF (insert state).
(adapt caption and formal portions to local requirements and statutes)

Statement of Principles

The State and Federal Health Insurance Legislative Programs (B6) Task Force was charged to 
develop model state legislation for the establishment of health insurance pooling mechanisms 
for uninsurabies. The Task Force has developed the attached Model State Health Insurance 
Pooling Mechanism Bill and recommends its final adoption by NAIC subject to the following

1. Adoption of the model bill does not constitute NAIC endorsement of the pooling concept, 
nor is it recommended fbr enactment in all states. Each state is urged to determine, through 
independent study, whether a pooling mechanism is needed and whether enactment of the 
model would be cost effective.

2. Enactment of the model bill by states is not recommended unless and until a viable solution 
is secured, through federal law or otherwise, under which pools for uninsurabies can-operate 
on a universal basis including all health care financing mechanisms. These recommen­
dations and principles are consistent with NAIC strategy for alternatives to national health 
insurance which ~mbrace the interrelated goals concerning the federal ERISA preemption 
problems, state ...soling mechanisms, adequate health insurance availability and cost con­
tainment. The interrelationship of these initiatives is exemplified by the ERISA barrier 
to universal participation in such pools and overall concerns about health care cost 
containment.

Although much has been accomplished with the enactment of P.L. 97-473 subjecting multiple 
employer trusts to state jurisdiction, and by the adoption of the NAIC model “Jurisdiction to 
Determine Jurisdictio n” bill, these measures will not, in and of themselves, establish universal 
participation in state pools for uninsurabies.

Uninsurable pools may not be needed in every state, nor present the most effective answer to 
questions of availability of health insurance in every Btate. The establishment of such programs 
is costly and their cost effectiveness should be weighed in relation to whether there is a dem­
onstrated need for a pool in a given state. Their cost effectiveness can be substantially impaired 
in the absence of universal participation, for without the inclusion of self-insured plans, the 
financial base necessary to support the pooling mechanism will tend to progressively diminish. 
The purpose of the attached model bill is to establish a mechanism through which adequate 
levels of health insurance coverages can be made available to residents of the state who are 
otherwise considered uninsurable. The bill would establish a state “association” or pool in which 
all health care financing mechanisms (insurers, nonprofit service plan corporations, HMO’s and 
self-insurers) would be members.
Copynfht NAIC 18S4 145-1

principles:



Model Health Insurance Pooling Mechanism Act

The pool coverage consists of very broad comprehensive benefits with a choice of a "high" and a 
“low” deductible. Each state is cautioned that the scope of coverage may not be appropriate. In 
such case, the benefit levels should be adjusted, or the bill should include the Alternative Section 
6. under which the Commissioner is authorized to establish by regulation actual pool benefits 
commensurate with the prevailing levels of group coverages provided in that state.

By definition, a pool consisting of uninsurable risks will necessitate premium rates substantially 
greater than applicable for standard risks. The bill establishes an initial minimum rate of 150% 
of applicable standard risk rates. Thereafter rates are expected to fluctuate according to experience, 
however, in no event shall rates exceed 200% of standard risk rates. The minimum rate of 150% 
is admittedly inadequate for the risks insured, and the 200% maximum will prevent the rates 
from becoming prohibitive. Pool losses in excess of the 200% maximum rate will be assessed to 
each member of the pool in proportion to the volume of business done in the state. Eligibility 
for pool coverage is not established by criteria such as the incurring of a catastrophic condition, 
the expenditure of a prescribed amount of earnings for health care, or the rejection of the applicant 
by any specified number of health insurance carriers. Such criteria may not apply equitably to 
all uninsurabies and may neither be cost efficient nor practical to administer. Practical consid­
erations of price will serve to discourage individuals from buying pool coverage when it is 
available to them in the standard marketplace at a lesser rate.

For the obvious cost containment reasons, the pool coverage is the coverage of “last resort” and 
it does not duplicate coverages from any other source, private or public. The mechanics of the 
pool, its operations and functions must all be established under a plan approved by the Com­
missioner. The pool is subject to the requirements of the insurance code and has the general 
powers and authority of an insurer licensed to transact health insurance.

Section 1. Definitions.

(1) “Pool” means the State Health Insurance Pool as created in Section 2. of the Act.

(2) "Board” means the Board of Directors of the pool.

(3) “Insured” means any individual resident of this state who is eligible to receive benefits 
from any insurer or insurance arrangement as defined in this section.

(4) “Insurer" means any insurance company authorized to transact health insurance business 
in this state, any (reference state nonprofit health care service plan act and, if appropriate, 
HMO law).

(5) 'Insurance arrangement” means any plan, program, contract or any other arrangement 
under which one or more employers, unions or other organizations provide to their em­
ployees or members, either directly or indirectly through a trust or third party admim 
istrator, health care services or benefits other than through an insurer.

(6) “Health insurance” means any hospital and medical expense incurred policy, nonprofit 
health care service plan contract and health maintenance organization subscribe.' con­
tract. The term does not include short term, accident, fixed indemnity, limited benefit or 
credit insurance, coverage issued as a supplement to liability insurance, insurance arising 
out of a workers’ compensation or similar law, automobile medical-payment insurance, 
or insurance under which benefits are payable with or without regard to fault and which 
is statutorily required to be contained in any liability insurance policy or equivalent self- 
insurance.



(7) "Medicare" means coverage under both part A and B of Title XVIII of the Social Security 
Act, 42 USC 1395 et seq., as amended.

(8) “Physician" (reference applicable state laws).

(9) "Hospital" (reference applicable state laws).

(10) "Health maintenance organization” (reference applicable state laws).

(11) “Plan of operation" means the plan of operation of the pool, including articles, bylaws
and operating rules, adopted by the board pursuant to Section 3. of this Act.

(12) “Benefits plan" means the coverages to be offered by the pool to eligible persons pursuant 
to Section €. of this Act.

(13) “Department” means the Insurance Department.

(14) “Commissioner" means the Insurance Commissioner.

(15) "Member" means all insurers and insurance arrangements participating in the pool.

Hi-^uUiiiiii StTMcc • April ISM

Section 2. Operation o f the Pool.

(1) There is hereby created a nonprofit entity to be known as the (State) Health Insurance 
Pool. All insurers issuing health insurance in this state and insurance arrangements 
providing health plan benefits in this state on and after the effective date of this Act shall 
be members of the pool.

(2) The Commissioner shall give notice to all insurers and insurance arrangements of the 
time and place for the initial organizational meetings. The pool members shall select the 
initial board of directors and appoint one or more insurers to serve as administrator. Both 
the selection of the board of directors and the administering insurer(s) shall be subject to 
approval by the Commissioner. The Board shall at all times, to the extent possible, include 
at least one domestic insurance company licensed to transact health insurance and one 
domestic nonprofit health care service plan.

(3) If, within sixty (60) days of the organizational meeting, the board of directors is not selected 
or the administering insurer is not appointed, the Commissioner shall appoint the initial 
board and appoint an administering insurer.

(4) The pool shall submit to the Commissioner a plan of operation for the pool and any 
amendments thereto necessary or suitable to assure the fair, reasonable and equitable 
administration of the pool. The Commissioner shall, after notice and hearing, approve the 
plan of operation provided such is determined to be suitable to assure the fair, reasonable 
and equitable administration of the pool, and provides for the sharing of pool gains or 
losses on an equitable proportionate basis. The plan of operation shall become effective 
upon approval in writing by the Commissioner consistent with the date on which the 
coverage under this Act must be made available. If the pool fails to submit a suitable plan 
of operation within 180 days after the appointment of the board of directors, or at any 
time thereafter fails to submit suitable amendments to the plan, the Commissioner shall, 
after notice and hearing, adopt and promulgate such reasonable rules as are necessary or 
advisable to effectuate the provisions of this section. Such rules shall continue in force 
until modified by the Commissioner or superseded by a plan submitted by the pool and 
approved by the Commissioner.

CcpyTifht NAIC 1984 145-3
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(5) In its plan the pool shall,

(a) Establish procedures for the handling and accounting of assets and monies of the 
pool.

(b) Select an administering insurer in accordance with Section 4. of this Act, and 
establish procedures for filling vacancies on the Board of Directors.

(c) Establish procedures for the collection of assessments from all members to provide 
for claims paid under the plan and for administrative expenses incurred or estimated 
to be incurred during the period for which the assessment is made. The level of 
payments shall be established by the board, pursuant to Section 5. of this Act. 
Assessment shall occur at the end of each calendar year. Assessments are due and 
payable within 30 days of receipt of the assessment notice.

(d) Develop and implement a program to publicize the existence of the plan, the eli­
gibility requirements, and procedures for enrollment, and to maintain public aware­
ness of the plan.

(6) The pool shall have the general powers and authority granted under the laws of this state
to insurance companies licensed to transact the kinds of insurance defined under Section
1. and in addition thereto, the specific authority to:

(a) Enter into contracts as are necessary or proper to carry out the provisions and 
purposes of this Act, including the authority, with the approval of the Insurance 
Commissioner, to enter into contracts with similar pobls of other states for the joint 
performance of common administrative functions, or with persons or other organ­
izations for the performance of administrative functions;

(b) Sue or be sued, including taking any legal actions necessary or proper for recovery 
of any assessments for, on behalf of, or against pool members;

(c> Take such legal action as necessary to avoid the payment of improper claims against 
the pool or the coverage provided by or through the pool;

(d) Establish appropriate rates, rate schedules, rate adjustments, expense allowances, 
agents’ referral fees, claim reserve formulas and any other actuarial function < "- 
propriate to the operation of the pool. Rates shall not be unreasonable in relation 
to the coverage provided, the risk experience and expenses of providing the coverage. 
Rates and rate schedules may be adjusted for appropriate risk iactors such as age 
and area variation in claim cost and shall take into consideration appropriate risk 
factors in accordance with established actuarial and underwriting practices.

(el Assess members of the pool in accordance with the provisions of this section, and 
to make advance interim assessments as may be reasonable and necessary for the 
organizational and interim operating expenses. Any such interim assessments to 
be credited as offsets against any regular assessments due following the close of 
the fiscal year.

<f) Issue policies of insurance in accordance with the requirements of this Act.

(g) Appoint from among members appropriate legal, actuarial and other committees
as necessary to provide technical assistance in the operation of the pool, policy and 
other contract design, and any other function within the authority of the pool.

145-4



Drafting Note - Optional Paragraph

A state may wish to provide members of the pool with the option of utilizing their existing distribution 
systems for the issuance of pool coverage. If so. such a provision should authorize the establishment 
of specific roles under which the pool would approve a rd  serve as a reinsurer for coverage issued by 
members in their own names Paragraph (hi is designed to allow states to implement this option.

(h) Establish rules, conditions and procedures for reinsuring risks of pool members 
desiring to issue pool plan coverages in their own name. Such reinsurance facility 
shall not subject the pool to any of the capital or surplus requirements, if any, 
otherwise applicable to reinsurers.

Section 3. Eligibility.

(1) Any individual person, who is a resident of this state shall be eligible for 
pool coverage, except the following:

(a) persons who have on the date of issue of coverage by the pool coverage under health 
insurance or an insurance arrangement;

(b) any person who is at the time of pool application eligible for health care benefits 
under (references state Medicaid law);

(c) any person having terminated coverage in the pool unless twelve months have 
lapsed since such termination;

(d) any person on whose behalf the pool has paid out $1,000,000 in benefits;

(e) inmates of public institutions and persons eligible for public programs.

(2) Any person who ceases to meet the eligibility requirements of this section may be ter­
minated at the end of the policy period.

(3) Any person whose health insurance coverage is involuntarily terminated for any reason 
other than nonpayment of premium and who is not eligible for conversion, may apply for 
coverage under the plan. If such coverage is applied for within 60 days after the involuntary 
termination and if premiums ere paid for the entire coverage period, the effective date of 
the coverage shall be the date of termination of the previous coverage.

Drafting Note • Section 3
It is intended th a t only those unable to purchase health insurance coverage in the marketplace at a 
reasonable price will apply for pool coverage. The higher cost of pool coverage should accomplish this 
result. However, to assure th a t the pool coverage does not compete with available coverage ir. the 
marketplace, a state may desire to include as a criterion for pool coverage the requirement of rejection 
of coverage by a specified number of health insurance carriers. This question is discussed fully in 
the attached Synopsis.

Section 4. Administering Insurer.

(1) The board shall select an im urer or insurers through a competitive bidding process to 
administer the pool. The board shall evaluate bids submitted based on criteria established 
by the board which shall include:

(a) The insurer’s proven ability to handle individual accident and health insurance;

(b) The efficiency of the insurer’s claim paying procedures;
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(c) An estimate of total charges for administering the plan;

(d) The insurer's ability to administer the pool in a cost efficient manner.

(2) (a) The administering insurer 6hal5 serve for a period of 3 years subject to removal for
cause.

(b) At least 1 year prior to the expiration of each 3-year period of service by an ad­
ministering insurer, the board shall invite all insurers, including the current ad­
ministering insurer to submit bids to serve as the administering insurer for the 
succeeding 3-year period. Selection of the administering insurer for the succeeding 
period shall be made at least 6 months prior to the end of the current 3-year period.

(3) (a) The administering insurer shall perform all eligibility and administrative claims
payment functions relating to the pool.

(b) The administering insurer shall establish a premium billing procedure for collection 
of premium from insured persons. Billings shail be made on a periodic basis as 
determined by the board.

(c) The administering insurer shall perform all necessary functions to assure timely
payment of benefits to covered persons under the pool including;

1. Making available information relating to the proper manner of submitting a 
claim for benefits to the pool and distributing forms upon which submission 
shall be made;

t
2. Evaluating the eligibility of each claim for payment by the pool.

(d) The administering insurer shall submit regular reports to the board regarding the 
operation of the pool. The frequency, content, and form of the report shall be as 
determined by the board.

(e) Following the close of each calendar year, the administering insurer shall determine 
net written and earned premiums, the expense of administration, and the paid and 
incurred losses for the year and report this information to the Board and the De­
partment on a form as prescribed by the Commissioner.

(f> The administering insurer shall be paid as provided in the plan of operation for its
expenses incurred in the performance of its services.

Section 5. Assessments.

(1) Following the close of each fiscal year, the pool administrator shall determine th-> net 
premiums (premiums less administrative expense allowances), the pool expenses of admin­
istration and the incurred losses for the year, taking into account investment income and 
other appropriate gains and losses. Health insurance premiums and benefits paid by an 
insurance arrangement that are less than an amount determined by the board to justify 
the cost of collection shall not be considered for purposes of determining assessments.

(a) Each insurer’s assessment shall be determined by multiplying the total cost of pool 
operation by a fraction, the numerator of which equals that insurer's premium and 
subscriber contract charges for health insurance written in the state during the 
preceding calendar year and the denominator of which equals the total of all pre­
miums, subscriber contract charges written in the state and 110^ of all claims paid
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t>y insurance arrangements in the state during the preceding calendar year.

(b) Each insurance arrangement's assessment shall he determined by multiplying the 
total cost of pool operation by a fraction, the numerator of which equals 110CJ of 
the benefits- paid by that insurance arrangement on behalf of insureds in this state 
during the preceding calendar year and the denominator of which equals the total 
of all premiums, subscriber contract charges and 110% of all benefits paid by in­
surance arrangements made on behalf of insured in this state during the preceding 
calendar year. Insurance arrangements shall report to the board claims payments 
made in this state on an annual basis on a form prescribed by the Commissioner.

(2) If assessments exceed actual losses and administrative expenses of the pool, the excess 
shall be held at interest and us?d by the board to oiTset future losses or to reduce pool 
premiums. As used in this subsection, “future losses" includes reserves for incurred by 
not reported claims.

(3) (a) Each member’s proportion of participation in the pool shall be determined annually
by the board based on annual statements and other reports deemed necessary by 
the board and filed by the member with it.

(b) Any deficit incurred by the pool shall be recouped by assessments apportioned under 
subsection (1) of this Section by the board among members.

(4) The ooard may abate or defer, in whole or in part, the assessment of a member if, in the 
opinion of the board, payment of the assessment would endanger the ability of the member 
to fulfill its contractual obligations. In the event an assessment against a member is abated 
or deferred in whole or in part, the amount by which such assessment is abated or deferred 
may be assessed against the other members in a manner consistent with the basis for 
assessments set forth in subsection (1) of this Section. The member receiving such abate­
ment or deferment shall remain liable to the pool for the deficiency for 4 years.

Drafting Note • Section 6
Section 6 deals with the coverage to be issued by the pool. The original draft bill established a 
comprehensive and specific plan of coverage. However, this plan may not be appropriate to the needs 
of all states. Thus, the model bill provides two alternative approaches to Section 6. Alternative 1 
specifically establishes a broad, comprehensive plan of coverage in the form of a detailed schedule of 
benefits, exclusions, limits, deductibles and coinsurance factors.
Alternative 2 vests authority in the Commissioner to promulgate, with the advice and recommen­
dations of the pool members, a level of pool coverage determined to be commensurate with those 
typically provided by a representational number of large employers in the state. It should be pointed out that most carriers will be members of the pools in more than one, and perhaps all, of the states 
that enacted pooling legislation. The administration of these pools will be greatly facilitated if those 
provisions of the model bill dealing with pool formation, operation and administration remain uniform.This uniformity will allow each state pool to benefit from the operational experience of the others 
and will facilitate monitoring of the efficiency of pooling mechanisms. There is not the same necessity, 
however, regarding the actual plan benefits or coverage and the scope of coverage could very according 
to individual state needs.

ALTERNATIVE 1

Section 6. Minimum Benefits • Availability.

(1) The pool shall offer major medical expense coverage to every eligible person who is not 
eligible for Medicare. Major medical expense coverage offered by the pool shall pay an 
eligible person’s covered expenses, subject to limits on the deductible and coinsurance 
payments authorized under paragraph (4) (d) of this Section, up to a life time limit of 
$1,000,000 per covered individual. The maximum limit under this paragraph shall not be 
altered by the Board, and no actuarial equivalent benefit may be substituted by the Board.
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Covered Expenses. Covered expenses shall be the prevailing charge in the locality for the
following services and articles when prescribed by a physician and determined by the pool
to be medically necessary:

(a) Hospital services;

(b) Professional services for the diagnosis or treatment of injuries, illnesses, or condi­
tions, other than mental or dental, which are rendered by a physician, or by other
licensed professionals at his direction;

(c) Drugs requiring a physician’s prescription;

(d) Services of a licensed skilled nursing facility for not more than 120 days during a 
policy year;

(e) Services of a home health agency up to a maximum of 270 services per year;

(f) Use of radium or other radioactive materials;

(g) Oxygen;

(h> Anesthetics;

(i) Prostheses other than dental;

(j) Rental of durable medical equipment, other than eyeglasses and hearing aids, for
which there is no personal .use in the absence of the conditions for which is 
prescribed;

(k) Diagnostic x-rays and laboratory tests;

<1) Oral surgery for excision of partially or completely unerupted, impacted teeth or
the gums and tissues of the mouth when not performed in connection with the 
extraction or repair of teeth;

(m) Services of a physical therapist;

(n) Transportation provided by a licensed ambulance service to the nearest facility
qualified to treat the condition;

(o) Services for diagnosis and treatment of mental and nervous disorders, provided that
an insured shall be required to make a 50 percent copayment, and that the payment 
of the pool shall not exceed $4,000 for outpatient psychiatric treatment.

Exclusions. Covered expenses shall not include the following:

(a) Any charge for treatment for cosmetic purposes other than surgery for the repair 
or treatment of an injury or a congenital bodily defect to restore normal bodily 
functions;

(b) Care which is primarily for custodial or domicilliary purposes;
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(c) Any charge for confinement in a private room to the extent it is in excess of the 
institution's ctarge for its most common semiprivate room, unless a. private room 
is prescribed as medically necessary by a physician;

(d) That part of any charge for services rendered or articles prescribed by a physician, 
dentist, or other health care personnel which exceeds the prevailing charge in the 
locality or for any charge not medically necessary;

(e) Any charge for services or articles the provision of which is not within the scope of 
authorized practice of the institution or individual providing the services or articles;

(0 Any expense incurred prior to the effective date of coverage by the pool for the
person on whose behalf the expense is incurred;

(g) Dental care except as provided in subsection (3) (1) of this section;

(h) Eyeglasses and hearing aids;

(i) Illness or injury due to acts of war;

(»' Services of blood donors and any fee for failure to replace the first 3 pints of blood
provided to an eligible person each policy year;

(k) Personal supplies or services provided by a hospital or nursing home, or any other 
nonmedical or nonprescribed supply or service.

(4) Premiums, Deductibles, and Coinsurance.
/

(a) Premiums charged for coverages issued by the pool may not be unreasonable in 
relation to the benefits provided, the risk experience, and the reasonable expenses 
of providing the coverage.

(b) Separate schedules of premium rates based on age, sex, and geographical location 
may apply for individual risks.

(c) The pool shall determine the standard risk rate by calculating the average indi­
vidual standard rate charged by the five largest insurers offering coverages in the 
state comparable to the pool coverage. In the event five insurers do not offer com­
parable coverage, the standard risk rate shall be established using reasonable ac­
tuarial techniques and shall reflect anticipated experience and expenses for such 
coverage. Initial rates for pool coverage shall not be less than 150% of rates estab­
lished as applicable for individual standards risks. Subsequent rates shall be es­
tablished to provide fully for the expected costs of claims including recovery of prior 
losses, expenses of operation, investment income of claim reserves, and any other 
cost factors subject to the limitations described herein. In no event shall pool rates 
exceed 200% of rates applicable to individual standard risks. All rates and rate 
schedules shall be submitted to the Commissioner for approval.

(d) The pool coverage defined in Section 6. shall provide optional deductibles of $500 
or $1,500 per annum per individual, and coinsurance of 20%, such coinsurance and 
deductibles in the aggregate not to exceed $3,500 per individual nor $5,000 per 
family per annum. The deductibles and coinsurance factors may be adjusted an­
nually according to the Medical Component of the Consumer Price Index.

(5) Preexisting Conditions. Pool coverage shall exclude charges or expenses incurred during
the first twelve months following the effective date of coverage as to any condition, which
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during the six month period immediately preceding the effective date of coverage, (i) had 
manifested itself in such a manner as would cause an ordinarily prudent person to seek 
diagnosis, care or treatment or (ii) for which medical advice, care or treatment was rec­
ommended or received. Such preexisting condition exclusions shall be waived to the extent 
to which similar exclusions, if any, have been satisfied under any prior health insurance 
coverage which was involuntarily terminated; provided, that application for pool coverage 
is made not later than thirty-one (31) days following such involuntary termination and, 
in such case, coverage in the pool shall be effective from the date on which such prior 
coverage was termintated.

(6) Nonduplication of Benefits.

(a) Benefits otherwise payable under pool coverage, shall be reduced by all amounts 
paid or payable through any other health insurance, or insurance arrangement, 
and by all hospital and medical expense benefits paid or payable under any workers' 
compensation coverage, automobile medical payment or liability insurance whether 
provided on the basis of fault or nonfault, and by any hospital or medical benefits 
paid or payable under or provided pursuant to any state or Federal law or program 
except Medicaid.

(b) The insurer or the pool shall have a cause of action against an eligible person for 
the recovery of the amount of benefits paid which are not coverage expenses. Benefits 
due from the pool may be reduced or refused as a set-off against any amount re­
coverable under this paragraph.

ALTERNATIVE 2

Section 6. Minimum Benefits • Availability.

(1) The pool shall offer major medical expense coverage to every eligible person who is not 
eligible for Medicare. The coverage to be issued by the pool, its schedule of benefits, 
exclusions and other limitations, shall be established through regul? .ions promulgated 
by the Commissioner taking into consideration the advice and recommendations of the 
pool members.

(2) In establishing the pool coverage, the Commissioner shall take into consideration the 
levels of health insurance provided in the state, medical economic factors as may be deemed 
appropriate and promulgate benefit levels, deductibles, coinsurance factors, exclusions and 
limitations determined to be generally reflective of and commensurate with health insur­
ance provided through a representative number of large employers in the state.

(3) Pool coverage established under this Section shall provide both an appropriate “high" and 
a “low” deductible to be selected by the pool applicant. The deductibles and coinsurance 
factors may be adjusted annually according to the Medical Component of the Consumer 
Price Index.

(4) Premiums and Assessments.

(a) Premiums charged for pool coverage may not be unreasonable in relation to the 
benefits provided, the risk experience and the reasonable expenses of providing the 
coverage. Separate schedules of premium rates based on age, sex and geographical 
location may apply for individual risks.

(b) The pool shall determine the standard risk rate by calculating the average indi­
vidual standard rate charged by the five largest insurers offering coverages in the
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state comparable to the pool coverage. In the event five insurers do not offer com­
parable coverage, the standard risk rate shell be established using reasonable ac­
tuarial techniques and shall reflect anticipated experience and expenses for such 
coverage. Initial rates for pool coverage shall not be less than 150$ of rates estab­
lished as applicable for individual standard risks. Subsequent rates shall be estab­
lished to provide fully for the expected costs of claims including recovery of prior 
losses, expenses of operation, investment income of claim reserves, and any other 
cost factors subject to the limitations described herein. In no event shall pool rates 
exceed 200$ of rates applicable to individual standard risks. All rates and rate 
schedules shall be submitted to the Commissioner for approval.

(5) Preexisting Conditions. Pool coverage shall exclude charges or expenses incurred during 
the first twelve months following the effective date of coverage as to any condition, which 
during the six month period immediately preceding the effective date of coverage, (i) had 
manifested itself in such a manner as would cause an ordinarily prudent person to seek 
diagnosis, care or treatment or (ii) for which medical advice, care or treatment was rec­
ommended or received as to such condition. Such preexisting condition exclusions shall 
be waived to the extent to which similar exclusions, if any, have been satisfied under any 
prior health insurance coverage which was involuntarily terminated; provided, that ap­
plication for pool coverage is made not later than thirty-one (31) days following such 
involuntary termination and, in such case, coverage in the pool shall be effective from the 
date on which such prior coverage was terminated.

(6) Nonduplication of Benefits.

(a) Benefits otherwise payable under pool coverage shall be reduced by all amounts 
paid or payable through any other health insurance, or insurance arrangement, 
and by all hospital and medical expense benefits paid or payable under any workers’ 
compensation coverage, automobile meddcal payment or liability insurance whether 
provided on the basis of fault or nonfault, and by any hospital or medical benefits 
paid or payable under or provided pursuant to any state or Federal law or program 
except Medicaid.

(b) The insurer or the pool shall have a cause of action against an eligible person for 
the recovery of the amount of benefits paid which are not for covered expenses. 
Benefits due from the pool may be reduced or refused as a set-off against any amount 
recoverable under this paragraph.

Section 7. Collective Action.

Neither the participation in the pool as members, the establishment of rates, forms or procedures
nor any other joint or collective action required by this Act shall be the basis of any legal action,
criminal or civil liability or penalty against the pool or any of its members.

Section 8. Taxation.

The pool established pursuant to this Act shall be exempt from any and all taxes.
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Drafting Note • Optional Section

A stale may wish to provide for some form of offset against applicable taxes in the amount of the 
assessments incurred by the members of the pool. If so, such a provision should allow appropriate 
reductions in assessments as to pool members not subject to the taxes against which offsets are 
allowed.

Section 9. Effective Date.

The provisions of this Act shall become effective------------------------------------

L eg is la t iv e  H is to ry  ( a l l  re ferences a re  to the P roceed ing s o f  the N A IC ).

1 9 3 3  P ro c . 1 1 1 6 . 2 2 .  6 3 8 . 693. 6 9 8 -7 1 2  (a d op ted ).
1 9 8 4  P ro c . I  6 , 3 1 , 5 7 6 ,  5 8 5 , S 9G -592  (ad op ted  T he  H ea lth  In su ra n c e  A ct o f  1 9 8 3  a s  N A IC  P o lic y ).



1990 L E G I S L A T I V E  S E S S IO N PUBLISH DATE:

R E Q U E S T :
F I S C A L  N O T E

Revision Date: A p r i l  2 6 .  1990  Commerce & Economic Development
T itle : An Act r e l a t i n g  t o  d i s a b i l i t y  i n s u r a n c e  g g j j . I n s u r a n c e

C o g h i l lSponsor: _
Requestor: S en a te  F in an c e

Components • O p e r a t i g p ;

E X P E N D I T U R E S / R E V E N U E S :  (Thousands of Dollars)

OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96
PERSONAL SERVICES 
TRAVEL 
CONTRACTUAL 
SUPPLIES 
EQUIPMENT 
LAND* STRUCTURES 
GRANTS, CLAIMS 
MISCELLANEOUS

65.4 65.4 £5.4 65.4 66. a
12.0 6.0 6.0 6,0 _ 6.0
35.0 35.0 35.0 35.Q 35,0

1.0 1.0 .... .. 1,0 1.0 1.0
10.0

TOTAL OPERATING 123.4 107.4 107.4 107. i . .. 107.(1

CAPITAL | o 0 0 0 • _____ 0____

REVENUE 0* 0* 0* 0* 0*
*See r e v e n u e  a n a l y s i s  on page 2. 

F U N D I N G :  (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER PR/GF 
TOTAL

123.4 107.4 107,4 1 07. . . . . . . 107.4
123.4 107.4 107.4 107.4 lri7 a

P OSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

1 1 1 1 1

ANALYSIS : (Attach a separate page if necessary) No fisca1 impact in Fy 9Q<

Prepared by: David J .  Walsh. D i r e c t o r
Division :• lnsurance

Phone: 465-2515 
Date:__________

-V C
fCu'i “(  /  '***Approved by Commissioner: Lar/ _̂Ijtferculi^________

Agency: Department o f  Commerce &-Zconomic Development
Date

Distribution (by preparer):  
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)

JB/dg14056D/042690g

C Z / o o b d z -  < = > > ' 4 - 2 * 4 - 7 0

- 7 ^ 5 a c /  -

page, of



F I S C A L  N O T E  A N A L Y S IS  - C S S S S B  304 (FEN)
P ersonal Services: Funding for a  new PFT position, Chief of O perations, $65.4 
is included.

Travel: The director is an  ex officio board m em ber of th e  Com prehensive 
D isability Insurance  Association. The seven m em bers of th e  board will be from 
out-of-state insurance companies and hospital or m edical service corporations. 
The travel estim ate  is  based on th e  director or th e  director’s designee a ttend ing  
e igh t out-of-state board m eetings in  the  first year of operation and  four in  each 
subsequent y ear a t an  estim ated  cost of $1,500 for each.

C ontractual: E ach year, th e  division will have to contract w ith  an  actuary  to 
verify th a t  th e  ra tin g  struc tu res of th e  association are  ac tuaria lly  sound. The 
estim ate  for th e  annual contract is $25,000.

In  addition, th e  director m ay undertake  studies or dem onstration projects tc 
develop aw areness of th e  benefits of the  program . The an n u al estim ate  for th is  
is $8,000.

$2,000 is  also included for the  new position’s m iscellaneous contractual 
expenditures.

Supplies: The new position’s supplies a re  estim ated  a t  $1,000.

Revenue: The m em bers of the  Comprehensive D isability  Insurance
Association a re  en titled  to receive a credit against taxes levied by th e  s ta te  on 
disability  insurance prem ium s. The m axim um  poten tial loss of s ta te  revenue is 
equal to th e  to ta l tax  collected on disability insurance prem ium s. I t  is 
im possible to predict w hat the  actual tax  revenue loss will be. However, using 
1987 prem ium  da ta  as a benchm ark, the  s ta te  could lose $2.5 million.

$144,444.0 
T62.898.61 

$ 81,545.4
_____

$2,201.7

$ 61,189.0

r55.610.01 
$ 5,579.0
 * 3 .m >
$ 334.7

$ 2,201.7 
±  334.7

L-2LB& A

1987 disability prem ium s of in su re rs  
Tax exem pt h ea lth  prem ium s

Tax ra te  
T ax revenue

1987 disability prem ium s of hosp ita l and  
medical service corporations 

Less claims 
Taxable prem ium s 
Tax ra te  
Tax revenue

1987 to ta l disability insurance tax  revenue

Furtherm ore, an  insurer whose assessm ent exceeds th e ir tax  liability can carry 
forw ard th e  excess credit to be applied against fu tu re  y ears’ tax  liabilities.

4056D-2
page 2 of 3
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additional responsibility.
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Personal  Services: Funding for a new PFT  position, Chief of O perations, $65.4 
is  included.

T ravel: The director is an  ex officio board m em ber of th e  Com prehensive 
D isability Insurance Association. The seven m em bers of th e  board will be from 
out-of-state insurance companies and hospital or medical service corporations. 
The travel estim ate  is based on th e  director or th e  director’s  designee a ttend ing  
eight out-of-state board m eetings in  th e  firs t y ear of operation and  four in  each 
subsequent year a t  an  estim ated  cost of $1,500 for each.

Contractual: Each year, th e  division will have to contract w ith an  ac tuary  to 
verify th a t  th e  ra tin g  struc tu res of th e  association a re  actuarially  sound. The 
estim ate  for th e  annual contract is $25,000.

In  addition, the  director m ay undertake  studies or dem onstration projects to 
develop aw areness of th e  benefits of the  program . The annual estim ate  for th is  
is  $8,000.

$2,000 is also included for the  new position’s m iscellaneous contractual 
expenditures.

Supplies: The new position’s supplies are  estim ated a t  $1,000.

Revenue: The m em bers o f th e  Com prehensive D isability Insurance
Association are entitled  to receive a credit against taxes levied by th e  s ta te  on 
disability insurance prem ium s. The m axim um  potential loss of s ta te  revenue is 
equal to th e  to ta l tax  collected on disability insurance prem ium s. I t  is 
impossible to predict w hat th e  actual tax  revenue loss will be. However, using 
1987 prem ium  d ata  as a benchm ark, the  s ta te  could lose $2.5 million.

$144,444.0 1987 disability prem ium s of in su re rs
f62.898.61 Tax exem pt health  prem ium s

$ 81,545.4
x 2.7% Tax ra te

$2,201.7 Tax revenue

$ 61,189.0 1987 disability prem ium s of hospital and
medical service corporations 

f55.610.01 Less claims
$ 5,579.0 Taxable prem ium s
 x 6.0% Tax ra te
$ 334.7 Tax revenue

$ 2,201.7 
+ 334.7

$ 2.536.4 1987 to ta l disability insurance tax  revenue

Furtherm ore, an in su re r whose assessm ent exceeds th e ir tax  liability can carry  
forward the excess credit to be applied against fu ture  years’ tax  liabilities.

4056D-2
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POSITIOM TITLE
Chief nf Operations

TYPE OF POSITION
-P_EI

STAFF MONTHS 

12.
RP NUMBER

CONTINUATION LEVEL I I  ADDITION
TYPE OF EXPENDITURE

PERSONAL SERVICES
Salary
Benefit!
Supplemental Benefits
Fixed Benefits

TOTAL PERSONAL SERVICES
Travel
Contractual
Commodities
Equipment

Other
TOTAL COST

RECEIPT CODE FUNOINC SOURCE
Federal Receipts 1002
C.F. Match 1003
Genera! Funds IOM
I-A Receipts 100S
Program Receipts 1028 
Other

PCN NUMBER

RANGE/STEP
 23/A
BRU PRIORITY

BARG. UNIT
S____

LOCATION
Juneau__

PAGE/LINE

ELECTION DISTRICT
4___________

AMOUNT
3

JUSTIFICATION;

This position is necessary to work with the Comprehensive 
Disability Insurance Association's board members. The 
division anticipates that this program will take a great 
deal of staff time, which is unavailable. Another 
position is required if the division is to take on this 
additional responsibility.

Funds are included for a computer and workstation in the 
equipment line item.

FOR BIH USE ONLY 
KEY NUfCER

acency Commerce & Economic Dev.

dru Insurance________________

component Operations_________ ■

FY 91
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STATE OF ALASKA 
1990 LEGISLATIVE SESSION

BILL VERSION: 
PUBLISH DATE:

CS SS SB 304
F I S C A L  N O T E

REQUEST:

Revision Date:_______________ _______________
Title: An Act relating to disability insurance;

and providing (or an elective date

Agency Affected: Health & Social Services 
'BRU:

Sponsor: Senator Coghill
Requestor:

EXPENDITURES/REVENUES

Components: 

(Thousands of Dollars)
OPERATING FY 91 FY92 FY93 FY94 FY 95 FY 96

PERSONAL SERVICES 
TRAVEL
CONTRACTUAL
SUPPUES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 0 0 0 0

REVENUE o 0 0 0 0 0

FUNDING: (Thousands of Dollars)
GENERAL FUND 0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0

POSITIONS:
FULL-TIME 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary)

See attached analysis.

Prepared by: Bradley J. Whistler^_________________________
D̂ivision: Administrative Services, DHSS

Approved by Commissioned
Agency: Department of Health ,& Social Services

Distribution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)

Phone:
Date:

Date:

4o5-3015
3 /1 9 /9 0
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F I S C A L  N O T E  A n a l y s i s  ( c o n t i n u e d )

Committee Substitute for Sponsor Substitute for
Senate Bill No. 304 BY COGHILL
3-15-90

"An Act relating to disability insurance; and providing for an 
effective date."

It is estimated that 43,000 Alaskan residents have no source of 
third party payment for financing their health care costs. Thif. 
estimate is arrived at using the 1982 Alaska Comprehensive Health 
Care Financing Study (Battelle Study) for the current estimatea 
population of Alaska (534,400).

The Battelle Study found that 0.9% of the Alaska population are 
' uninsurable" due to high risk medical condition(s). This compares 
favorably with the Blue Cross I n s urance's national rate of 
uninsurable individuals ( 0 . 4 - 1 % ) .  It is estimated that 5000 Alaska 
residents are uninsurable due to their medical co n d i t i o n (s ).

The department estimates about 50% of the uninsurable individuals 
in Alaska are covered by medical assistance. The group covered 
predominately have long term disabilities. It is unlikely that 
this group of Medicaid eligibles is seeking private insurance 
coverage, since they are generally not employed and do not have the 
income/resources to pay for private insurance. The department 
would not anticipate reduced expenditures for the medical 
assistance programs with the implementation of the insurance 
discussed in this bill.




