


RSCAL NOTE No.

STATE OF ALASKA JA. . Bill Version: 158 ~7A
1892 LEGISLATIVE SESSION (S) Publish Date: 4" (7~22
AHWﬁ.lOl 12/27/91 A ;'73' Department Affected: Commerce A ECOﬂ. Dpv.
Tie:  Relating to pooled health Insurance bru: _ijiauran£fi
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Sponeor: Senator Kerttula
Requestor:  oenator Kerttula COMPONENT SERIAL NO. 0 3 5 4

EXPENDfTURES/REVENUIS: (Thoueenda of Dot)(km)

OPSRATING PY 83 FY 84 PY 88 FY W FY 97 FY 88
PERSONAL SERVICES
TRAVEL L2 , JL.. « - *7. . m
CONTRACTUAL 715 -
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAINS

MISCELLANEOUS

TOTAL OPERATING 9.4

CAPTTAL JL +— 0= JL

REVENUE FUND RESOURCE: '|_|'
FUNDING: (Tboueanda of DoHcrs)

GENERAL FUND ' 574" 6 6 T i 8
FEDERAL FUNDS '
OTHER

FUND SOURCE:
TOTAL 9.4 6 6 . ' Z .. 8

POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIME
TEMPORARY

Estimato of current year impact:

ANALYSES (Attach a separate peg® Itneoeeemy.) Changes in
have no fiscal impact. “Hiis
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date "Comte Aide (initial)

prepared By:  Don Koch, Chief of Market Surveillance Phone: 465-2577
Dfwlon: Insurance m Date: M f*~
Approved by Commkotooer Glenn A. 0lds //f* »

Agency:  Departtnent of Commerce & Economic Development / Dade: /m £

Deefributton (by preparer): Leg. Bn., LagtoJaSv* 8poneor, Requestor, OM3/D8R, Gov. Logie. Ofo, end Impacted Ag*ncy(k») .-
Poos 1 of 2

DK/dg19052D-1/122691a A
(Rev. 12/81)



FISCALNOTE-SB 74

ANALYSIS..

This Ieg dsIatlon creates a health msur nce ?ool for individuals ho arﬁ
uninsured oy demﬁ a uate coverage. It creafes an assoman n In w IC
bnsurers V\th a nsurance ust I%art{C\ afe as a con |on
usmesjs IScal note assames Ith “and cr tW|| no
eXPO0Se b asaoua lon. [t also assum St a the orma |ono assom

re u Irectors. reBence 8 F eet mg aI 0 assumes
cont ac ua as |stance e nee ed og g % neéessar
%%u onsa revi wo ano? a[mq uhsequent activity by'the divisio
S econ amed yon annually after formation’
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RSCAL NOTE
STATE OF ALASKA JAN 28 19MU.no. SB 74
1992 LEGISLATIVE SESSION

-Revision Date: 12/21/91 Department Affected: .C.FIMISFFE_1.,ECQn.. DFiV,
ntiz Relating to pooled health Insurance BRU:  Insurance

who are uninsured or denied adequate coverage Component:  Operations

Sponsor-: Senator Kerttula

Requestor:  Senator_Kerttula COMPONENT SERIAL NO.

EXPENDITURE8/REVENUES: (Thousands of Dollars)

OPERATING FY 93 FY 94 FY 98 FY 98 FY 07 FY 90
PERSONAL SERVICES
TRAVEL P9 6 6 7 J.
CONTRACTUAL 7.5 —
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 9.4 r6 7 y J_
CAPITAL N =. -0-
REVENUE FUND RESOURCE: 0 0 - ot 0. I...p. 0

FUNDINQ: (Thousands of Doilers)

GENERAL FUND 9.4™ .6 N 7 .8
FEDERAL FUNDS

OTHER

FUND SOURCE:

TOTAL 9.4 .,6 R tJ 7 8

positions:

FULL-TIME 0 0 0 0 0 0
PART-TIME

TEMPORARY

Estimate of current year Impact:

ANALYSIS (Attach a separata page If necessary.)

SEE ATTACHED

Prepared By: Don KOCh, Chief of Market Surveillance Phona: 465-2577

DMston: Insurance Date: /kffS-

Approved by Commissioner. Glenn A. Olds (&PP|4

Ay,  Department of Commerce & Economic Development / Date: /e cO- fj-
Distribution (by preparer): Lag. Rn,, Legislative Sponeor, Requestor. OMB/DBR, Gov. Legts. Ofa, and Impacted Agency(tes).
DK/dgl 9052D-1 /122691 a G P —
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FISCALNOTE-SB 74

ANALYSIS:

This legislation creates a health insurance pool for individuals who are
uninsured or denied adequate coverage. It creates an association in which all
insurers writing health insurance must participate as a condition to doing
business. This fiscal note assumes that the full faith and credit will not be
exposed by the association. Italso assumes that the formation of the association
will require the director3 presence for three meetings. It also assumes that
contractual assistance will bo needed for the writing of any necessary
regulations and review of plan of operation. Subsequent activity by the division
should be contained by one meeting annually after formation.

9052D/122691¢
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o FISCAL NOTE

* * %

STATE OF ALASKA
1992 LEGISLATIVE SESSION

Revision Date: : _
Title: An Act relating to pooled health insurance for
individuals who are uninsured;

Sponsor, Kerttula,
Requestor Senate Finance

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY93 FY 94
PERSONAL SERVICES 1166 2705
TRAVEL 0 0
CONTRACTUAL 0 0
SUPPLIES 0 0
EOUIPMENT 0 0
LAND & STRUCTURES 0 0
GRANTS. CLAIMS 0 0
MISCELLANEOUS 0 0
TOTAL OPERATING 116.6 270.5
CAPITAL 0 0
REVENUE 0 0
FUND SOURCE:

FUNDING: (Thousands of dollars)

GENERALFUND 1166 2705
FEDERAL FUNDS 0 0

OTHER

FUND SOURCE 0 0

TOTAL 116.6 270.5
POSITIONS

FULL-TIME: 0 0

PART-TIME: 0 0

TEMPORARY: 0 0

Estimate of currentyear impact: none

BILLNO. SB 74

Department Affected: All State
BRU:___ All State

Component: All State

COMPONENT SERIAL NO.

FY 95 FYO6 FY97 FYo8
20312 20312 2031.2 20312
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
2031.2 2031.2 2031.2 2031.2
0 0 0 0
0 0 0 0
20312 20312 20312 20312
0 0 0 0
0 0 0 0
2031.2 2031.2 2031.2 2031.2
0 0 0 0
0 0 0 0
0 0 0 0

ANALYSIS: (attach a separate page ifnecessary.) Passage of this bill will also increase personal services cost to
political subdivisions and school districts by approximately $1,640.1 in FY 95 and each year thereafter. See attached

analysis for details. A

Prepared Bv:  Gary Bader
Division: Retirement and Benefit
r
Approved by Commissioner Nancy Bear Usera \
Agency:. Department of Administration / i

Phone: 4654470
Date: April 27,-1992
Date:

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB & Impacted Agency(ies).

Rev 10/90
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~Senate Bill 74
Analysis of Financial Impact _
Prepared by the” Division of Retirement and Benefits
Department of Administration
April 27, 1992
Page 2 of 5

Passage 'of this bill would require operating losses incurred by the'
Comprehensive "Health Insurance: Association .to be shared by™*
members of the' Association.mThe Association may provide for
assessments against individual members to meet these losses.  This
analysis is hased on estimates of operating losses and the resulting
assessments to the State's plans. These estimates have been
developed by the State's health insurance carrier, Aetna. e

For purposes of this ana/lysis it is assumed that annual losses in the
tfirst geargof: operation.;of"the insurance, |pooI (FY. 93) would be
$187,0007" Thefsecondfandr:thirdv-yearrlosses would be $432,120 and/
ASAbMIdjfrespectively. It is assumed that losses would become level
after the third year.

The costs on page 1 of this fiscal note consist of two components—
active employees and retirement s;rstem contributions. ~ These
components are discussed seperately below:

State of Alaska Costs
Active Employees

These operating losses when allocated to the State's plan for active
employees would result in a_ $.72/employee/month increase in. cost
for' health insurance in the first year, $1.67/employee/month in the
second year and $3.18/employee/month in the third and following
years. The costs for active employees are calculated as follows:

FY 93
13.500 employees X 12 months X $.72 increase= $116.6

FY 94
13.500 employees X 12 months X $1.67 increases $270.5



FY 95 (and following fiscal year

s)
13500 employee X 12 months X S3.18 increasc= $515.2

Retirement System Contributions

The operating losses outlined above that are allocated to the State's
retiree health” plan will result in an increase to employer
contributions to the Public Employees' (PERS) and Tedchers' ,
Retirement Systems (TRS). These increases will not become effective
until FY 95." The increase in funding to both the Judicial Retirement
System and the Elected Public Officers Retirement System is
insignificant and not considered here.

The bill is estimated to increase the State's contributions by .20% of

the Public Employees' Retirement System (PERS)_payroll, and .16% of

the Teachers' Retirement System (T SA payroll. 'The FY 95 State PERS

gagroll, |nc|ud|n% the University of Alaska, is estimated to be
107,802,127 (State $626,535,254 and University of Alaska

%ﬁl,%?tﬁm). It is assumed payroll will remain” level each year
ereafter,

The FY 95 State TRS payroll, includin? the University of Alaska, i
estimated to be $482,697,507 (IDepar ment of Education/Legislature
$5,857,379 and the University of Alaska $56,901,980).
are also assumed to remain ‘level each year thereafter.

TRS “salaries

The estimated FY 95 increase in contributions for the State of
$1,516.0 is calculated as follows:

Estimated State PERS FY 95 payroll

PERS contribution rate i

State total PERS cost ...

of Alaska PERS
FY 95 payroll

PERS contribution rate i

U of A total PERS cost .

Estimated Department of Education/

Legislature TRS FY 95 payroll

TR S contribution rate i

DOE/Leg total TRS cost....

Estimated U of A TRS FY 95 payroll
TRS contribution rate i

U of A total TRS cos

to

$626,535,254

<) 0.20%

$81,266,873
0.20%

162.5

$5,857,379
3] 0.16%

$56,901,980

2 0.16%

.............................................................................. $ 91.0



FY 95 increased retirement system  costs $1,516.0

TOTAL FY 95 STATE COSTS
INCLUDING ACTIVE HEALTH COSTS $2.031.2

Political Subdivision and School District_Costs

Political subdivisions throughout the state will also see their costs
increase in the same manner as the State, that is in two components-
active employees health costs and increased contributions to the

retirement  systems.
Political Subdivision/School District Active Employees

FY 93

1200 employees X 12 months X $.72 incrcase= $10.4
FY A4

1200 employees X 12 months X $1.67 increase= $24.0

FY 95 (and following fiscal years)
1200 employee X 12 months X $3.18 increase= $45.8

Political Subdivision/School District Retirement System Contributions

In addition to the State's costs above, political subdivision costs
would increase by $922.4 in FY 95 calculated as follows:

Estimated Political Subdivision

PERS FY 95 payroll $461,219,955
PERS contribution rate increase X 20%

Political SubdiviSionPERS COSt.........c.ccooeevvvviieeeennn. $922.4
Estimated School District TRS

FY 95 payroll $419,938,149
TRS contribution rate increase X .16%

School District TRS COSL..........ccvvviiiieeeeeeeeeiiie e $671.9

FY 95 increased retirement system costs for
political subdivisions.................ccccc $1594.3

TOTAL FY 95 POLITICAL SUBDIVISIONS COSTS
INCLUDING ACTIVE EMPLOYEE HEALTH COSTS S1.640.1



Passage of this bill would result in a .3% decrease in the PERS funding
ratio_and increase the present value of tKe/MifiTnd”diSliabilit™ " the'
]JPERS{kb.yJK$9J532;000! he TRS funding ratio would decrease by .2%

ggdml%e(ol (f)gSent&V&ue"of"nsS!"" by )
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FISCAL NOTE No—1__

STATE OF ALASKA Bill Version: 85 7/\

1992 LEGISLATIVE SESSION BILLNO. 5 Publish Date: 4 ~11- 97
Revision Date: 4/7/92 Department Affected: Health & Social Services
Title: An Act relating to pooled health BRU: Medicaid

insurance. Component: Medicaid Non-Facility

Sponsor: Kertulla

Requestor: Senate HESS COMPONENT SERIAL NO.

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
CRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEQUS 0 0 0 0 0 0
TOTAL OPERATINC 0 0 0 0 0 0

1 CAPITAL 0 0 0 0 0 0
1 FoND SBurce: 0 ! ! o ! !
funding (Thousands of Dollars)
GENERAL FUNDS
FEDERAL FUNDS
PLWBRSOURCE: 0 0 0 0
TOTAL 0 0 0
POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY: 0 0 0 0
Estimate of current year Impact:
analysis. (Attach a separate page If necessary.) Changes in <u D
nave no Ffiscal impact. This
See attached note fiscal note is itppropxiate.
date Comte Aide (initial
prepared by-  Kimberly B. Busch Phone: 465-3355
Division: Medical Assistance Date: April 7. 1992
.pproved by Commissioner: Theodore a. Mala, md. mph /~ ¢ fji
Agency:  Health and social Services / Date:  Abril 7, 1992
cistnoutlon (by Preoarer: teg. Fin. Legislative Soonsor, Reauesror, LCov.Legis. Ofc., &imoactea Agencydes)

Rev 10/7/91 Page | of _L



FISCAL NOTE
OF ALASKA
GISLATIVE SESSION BILL NO.  SB NO. 74

Revision Date: 4/7/92 Department Affected: Health & Social Services

Title: An Act relating to pooled health BRU: Medicaid
insurance. Component: Medicaid Non-Facility

Sponsor: Kertulla
Requestor: Senate MESS COMPONENT SERIAL NO.

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 93 FY 94 FY 95 FY 9G FY 97 FY 98
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING

O O O O O O O o O
O O O O O O o o o
O O O OO OO O o
O O O O O O O o O
O O O O O O O o O
O O O O O O O o O

o
o
o
o
o

X CAPITAL 0

TF0ND SEurce o

FUNDING (Thousands of Dollars)
GENERAL FUNDS
FEDERAL FUNDS

PONbsource

TOTAL

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY: 0 0 0 0 0
Estimate of current year Impact;

analysis: (Attach a separate page If necessary.)

o
o
o
o
o

see attached note

prepared by:  Kimberly B. Busch <l__., Phone: 465-3355
Division: MedicalA s s is ta n ¢ e Date: April 7.1992

pproved by commissioner: Theodore A Mala, md. mph /Al 1), |
Agency:  Health and social services / M.III1M * Date: April 7.1992

Distribution (by Preparer: Leg. Fin., Legislative Sponsor, Requestor,0ivig/D6R,Gov.Legis. Ofc., &impacted Agencydes)
Rev 10/1791 Page 1 of



FISCAL NOTE ATTACHMENT 417192
SB T4

We believe it is the intent of SB 74 in proposing 21.55.300(b) that
coverage under the plan presented in this bill would cease when
Medicaid eligibility was found to exist. We recommend, if this is
correct, that this section be amended to specifically exclude
Medicaid recipients from coverage in order to prevent confusion on
this point. In our view, it would make little fiscal sense not to
exclude the few Medicaid recipients who would qualify as "high
risk” state plan eligibles, as each person who has, if even for a
short period of time, overlapping dual coverage would result in the
state plan making some payments in lieu of Medicaid payments. This
would produce small Medicaid program savings, but would result in
the loss of the 50% federal funds employed in the Medicaid program.

Even if this assumption is correct, there may be a very small
number of persons, possibly fewer than 200 per year, for whom the
plan may pay for medical expenses which could have been paid for by
Medicaid. Medicaid provides for coverage of unpaid medical bills
for a period of up to three months prior to the month of
application, provided that the recipient would have been eligible
in any of those months and that unpaid bills exist for covered
services provided in that month. Anyone who had bills paid by the
plan during this retroactive Medicaid period would not have
Medicaid payment for these bills.

The Medicaid application provides none of the information that is
necessary to determine whether a recipient would be a plan
eligible, and even if it did, we would be unable to accurately
assess the average costs such potential dual eligibles might shift
from Medicaid to the plan. Therefore, this fiscal note presents no
calculation of potential savings from this cost shift.



FISCAL NOTE

STATE OF ALASKA BILL NO, SB No. 7c
1991 LEGISLATIVE SESSION JAN 28
Revision Date: 1 Department Affected: Health and Social Services

Title: An Act Relatirg to Pooled haallh Infufareo for indviclels who  BRU: Medicaid o -
«® uninsurad or cenied adaauata coveraofl: nnd providiing lor an o.factiva diin ComPOnent: Medicaid Npn-FacilitV

Sponsor: Kertulla
Requestor: COMPONENT SERIAL NO 2-2-9

Expenditures/Revenues: Thousands of Dollars

OPERATING FY S2 FY 93 FY 94 FY 95 FY 96 FY 97
PERSONAL SERVICES n 0. n_ n 0 n
TRAVEL 0 n ..0.. n n
CONTRACTUAL n n n_ u__ n n
SUPPLIES 0 0 Qv n 0 n
EQUIPMENT n n n 0. 1 n
LAND & STRUCTURES 0 0 0 n 0 n
GRANTS CLAIMS n n 0 . n 0 n
MISCELLANEOUS n 0 . 0 n 0 n .
TOTAL OPERATING 0.00 0.00 0.00 0.00 0.00 0.00 1
CAPITAL 0 . _0... _ n n n o .1
REVENUE D n n 0 0, n
FUNDING: (Thousands of Dollars)

GENERAL FUND 0 0 0 _ 0 n n
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 0 0 n n n n
TOTAL non 0 00 0.00 0.00... 00 nnr
POSITIONS:

FULL-TIME n n n n 0 n
PART-TIME 0 JL n Qo ¢
TEMPORARY n 0 Q
Estimate of current year impact: None

ANALYSIS: (Attach a separate page if necessary.)

See attached note
Prepared Bv: _ _ Phong: 465-3355
Division: Medical Assistance | [ Date:

f\
Approved bv Commissioner: \ ?/QM{fLA
Date:

Aaency: Health and Social Serviced

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impact Agency(ie

Rev 10/S0 Pane
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FISCAL NOTE ATTACHMENT 2-25-91
SB 74

We believe it is the intent of SB 74 at Sec. 21.55.300(b) that
coverage under the plan proposed by this bill would cease when
Medicaid eligibility was found to exist. We recommend, 1if this 1is
correct, that this section be amended to specifically exclude
Medicaid recipients from coverage in order to prevent confusion on
this point. In our view, it would make little fiscal sense not to
exclude the few Medicaid recipients who would qualify as "high
risk" state plan eligibles, as each person who has, if even for a
short period of time, overlapping dual coverage would result 1in
the state plan making some payments in lieu of Medicaid payments.
This would produce small Medicaid program savings, but would result
in the 1loss of the 50% federal funds employed 1in the Medicaid
program.

Even if this assumption 1is correct, there may be a very small
number of persons, possibly fewer than 200 per year, for whom the
plan may pay for medical expenses which could have been paid for
by Medicaid. Medicaid provides for coverage of unpaid medical
bills for a period of up to three months prior to the month of
application, provided that the recipient would have been eligible
in any of those months and that unpaid bills exist for covered
services provided in that month. Anyone who had bills paid by the
plan during this retroactive Medicaid period would not have
Medicaid payment for these bills.

The Medicaid application provides none of the information that is
necessary to determine whether a vrecipient would be a plan
eligible, and even 1if it did, we would be unable to accurately
assess the average costs such potential dual eligibles might shift
from Medicaid to the plan. Therefore, this fiscal note presents
no calculation of potential savings from this cost shift.



Official Business

Alaska State Legislature

SENATE
P.0. Box. V
State Capitol
Juneau, Alaska 99811
T0: Senator Arliss Sturgulewski

Chair, Senate HESS Committee
FROM: Senator Jay Kerttula

SUBJECT: Senate Bill 74
High Risk Health

DATE: January 28, 1992

| would appreciate your scheduling Senate Bill 74, relating to high-
risk health insurance pools.

High risk pools are pools of insurers. States will ask insurance
companies to share the costs of medical care for people with high
risk medical problems - individuals whom insurance companies have

rejected.

To create a high risk pool, a state generally forms an association of
all health insurance companies doing business in the state. The
enabling language creates a board of directors and the board is
responsible for developing the authorizing legislation's intent about
benefits, eligibility and pricing. The [legislature sets the premium
rate (somewhere between 125 to 150 percent of the standard
individual premium in the state)

Senate Bill 74 is bhased on model Ilegislation which_has been
approved by 24 states. Senate Bill 74 would require all health
insurance companiesTTiospitals and medical service corporations
(that offer subscriber contracts for major medical coverage) to join

a high risk pool.

All state residents who are "high risk™ would be eligible for

insurance through this pool at a "reasonable rate.” In addition,
Senate Bill 74 also provides for a Medicare supplement plan for
state residents who are high risks and 65 years of age or older.



Additionally, Alaskans who have had their health insurance
terminated once they have bhecome ™"high risk”, would be eligible for
this health insurance plan.

According to the 1988 GAO report, approximately 1% or the
population was estimated to be medically uninsurable in 1986.
Based on these "rough™ figures, 5,000 plus Alaskans would qualify
for high risk insurance.

Senate Bill 74 sets a cap on a premium of 125 percent of the average
of five instate rate estimates.

In theory, premiums cover the majority of claims paid by the pool.

In practice, however, premiums are generally insufficient because of
a premium cap and because the high risk participants in the pool are
likely to create more costs than the premium will cover.

A 1988 GAO study concluded that for every $1.00 received in
premiums by the current operating pools, $1.60 is paid out in claims.
Senate Bill 74 takes the approach taken in most states with pools; it
assesses the pool members for the excess costs .in proportion to
their share of the state health insurance market.

Experience in most states indicates that plans lose money over the
cost of a year. While losses can at times be large, the cost has been
in the range of | percent of the total amount of premiums collected
from all health insurance policies sold in those states.

High-risk pools may be the only way that individuals with severe or
chronic health conditions can obtain adequate major medical
coverage. While Senate Bill 74 in no way solves the problem of
ensuring that all Alaskans have adequate health coverage, it is one
piece of the puzzle and a most necessary one.

JK:ipt
attachments



Sen. Jay Kerttula, Co-Chairman
Sen. Pat I'ourchot, Co-Chairman

Sen. Al Adam!)

Sen. Jim Duncan

Sen. Lyman F. Hoffman
Sen. Dick Shultz

Sen. Kick Lidding

A

laska State Legislature

Senate Finance Committee

CONTENTS OF SB 74 PACKET

State Capitol
Juneau, AK 99801-1182
(907) 465-1200
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Uox 1009
Palmer, AK 99645
(907) 376-2675
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SENATE HEALTH EDUCATION AND SOCIAL SERVICES COMMITTEE

1) SPONSOR STATEMENT

2) SECTIONAL ANALYSIS AND COPY OF BILL AND FISCAL NOTE

3) LEGISLATIVE RESEARCH ANALYSIS OF FINANCIAL IMPACT OF
SENATE BILL 74 AND REDUCTION OF BAD DEBT

4) LETTER OF SUPPORT FROM SOUTHERN ALASKA LIFE UNDERWRITERS

ASSOCIATION

5) NEWS ARTICLES

6) HEALTH BENEFITS LETTER ON HIGH RISK POOLS

IN OTHER STATES
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Senate Finance Committee

Sponsor Statement

Senate Bill 74

bill to establish a high risk insurance

deemed medically uninsurable

condition which makes it impossible

to buy insurance on the open market.

All state residents who are deemed ™high risk"

eligible for

rate". In addition, Senate Bill 74 also provides

insurance

Medicare supplement plan for state residents

risks and

Alaskan residents would be eligible under this

Senate Bill
fund.
More and

insurance even

practices

health insurance

74 does not require a subsidy from

more Alaskans are finding they cannot

if they can pay for it. Insurance

Alaska, and nationally, shifted

through this pool at a

plans that were open to all,

Stale Capitol
Juneau, AK 99801-1182
(907) 465-1200
(907) 463-3066 Fax

Box 1009
Palmer, AK 99645
(907) 376-2675
(907) 376-0315 Fax

pool for
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65 years of age or older. Approximately 5,000
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health
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from

a practice



of selectively deinsuring individuals the company thinks

have risks of experiencing claims.

The health insurance industry practice of skimming off the
the low risk healthy populations and individuals has

recently become significantly more aggressive.

Small employers cannot get health insurance if one
employee, or the employee's child has asthma or another
pre-existing condition. Nationally, commercial carriers do
not sell policies to individuals that have heart disease,
cancer, diabetes, stroke, adrenal disorders, epilepsy or
ulcerative colitis. Even asthma and mild hypertension are
now likely to cause a rejection. Treatment for depression
or a visit to a marriage counselor or a psychiatrist are

also likely to trigger a rejection.

If you are rejected or dropped from coverage, that fact is
recorded at the Medical Information Bureau in Boston, an
industry clearing house. The next company to which you

apply is [likely to check your file with the Bureau and also

deny you coverage.

If individuals have a less serious condition, they may get
coverage with an exclusion rider. The company may offer

policies to exclude coverage for conditions such as



glaucoma, vrecent knee operation, migraine headaches,
varicose veins, arthritis, a caesarian delivery, or even a

chronic ear infection in a child.

Between 1/4 and 1/2 of all policies carry these exclusion
riders Even if your health is perfect, you may be denied
coverage because you are in a profession that is more

likely to file claims, switch jobs frequently, or because
you do hazardous work. Those who fall into this category
are barbers, florists, medical practitioners, miners,

commercial fishermen, waiters, maids, railroad workers,
lawyers, fry cooks, house painters, car wash operators,

loggers, pilots - to name just a few.

Blue Cross and Blue Shield used to offer policies that
anyone could buy. Today, because of the skimming
practices of other carriers, even the Blues decline
coverage of health problems and wuse exclusion riders and

higher premiums.

26 other states have created risk pools known as
comprehensive health insurance associations. Many other

states are considering such legislation.

Senate Bill 74 reflects the model legislation created by

the National Association of Insurance Commissioners.



In brief,SB 74 creates a nonprofit health insurance
association made up of all health insurance carriers who
write major health insurance 1in the state. The Association
also includes hospital and medical services corporations
that offer subscriber contracts. Members must participate

as a condition of doing business in the state.

Subject to the approval of the Director of the Division of
Insurance, DCED, the Association organizes itself, uses its
Board of Directors and offers major medical insurance to
those who have been rejected by two carriers in the
previous six months, or who have had a restrictive rider
placed on a subscriber contract. The association will

contract with one of its members to administer the plan.

The premiums are capped at 125% of the rate charged for
standard coverage for a similar plan in the state. For
example, if the standardcoverage for a similar plan were

$100, the premium under this plan would he $125.

Senate Bill 74 complements other remedies and health care
options which have been reviewed and recommended by the
Health Cost Containment Task Force. It is one piece of the
health insurance puzzle that the legislature 1is looking to

resolve. It can stand alone and can be moved forward
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SB 74

A HIGH RISK POOL FOR THE UNINSURABLE

SB 74 Creates a mechanism to make health 1insurance available to
those who are unable to obtain health insurance on the open market.

COMPREHENSIVE HEALTH INSURANCE ASSOCIATION

The bill creates a Comprehensive Health Insurance
Association which 1is a non-profit 1incorporated legal
entity

MEMBERSHIP

Membership 1in this association is mandatory for all
health insurers as a condition of doing business 1in
Alaska.

BOARD OF DIRECTORS

A board of 7 directors is chosen by the members from the
membership subject to the approval of the Director of the
Division of Insurance. The Director of the Division of
Insurance will serve as a non-voting ex-officio member
of the board. (To be amended)

POWERS AND PROCEDURES

The association, exercising the powers granted co an
insurer, establishes administrative and accounting
procedures to administer the state high risk health
insurance plan. These procedures will be used to contract
with a carrier to administer the state plan. The
association may sue or be sued.

PLAN OF OPERATION

The plan of operation is approved and may be modified by
the Director of the Division of Insurance.

The association is exempt from the Administrative

1



Procedure Act and exempt from state taxes.

TYPES OF HIGH RISK INSURANCE:

Two types of plans must be offered;

1. an individual state plan of health 1insurance
covering major medical for high risk individuals,
or

2. medicare supplement policy for those over 65
years of age who are high risk

ELIGIBILITY

BENEFITS

COPAYMENT

TO QUALIFY FOR HIGH RISK COVERAGE one must be able to
show that the individuals have been state residents for
six months who;

1. have been rejected by two health insurance
carriers in the previous 6 months for medical
reasons, or

2. have a policy but an exclusion rider has been
placed on a medical condition.

The high risk policy covers major medical services like
that available to groups that are not high risk. There
is a lifetime maximum of $1,000,000 for usual, customary
and prevailing charges. The covered services are detailed
in SB 74. Coverage includes hospital services,
professional services, laboratory and X-ray services, and
prescription medications among others. Please see SB 74
for details.

AND DEDUCTIBLE

The high risk plan other than the Medicare supplement
plan may require deductibles of $200, $500, and $1000 and
copayments of 20% to a limit of $2000 after which payment
is at 100%. Mental Health services require a 50%
copayment to a limit of $4000 per year.

PREEXISTING CONDITIONS



Preexisting conditions can be excluded from coverage for
a period of 6 months if the condition became evident
within the previous three months.

However, there 1is a waiver of the preexisting condition
waiting period 1if the preexisting condition waiting
period has been satisfied while the person was covered
by a policy from which they have been involuntarily
terminated.

PREMITUMS

The premium charged the individual is capped at 125% of
the average premium paid by those of standard risk. The
premium will vary only on the basis of age and the
geographical location of the insured.

ADMINISTRATION OF THE PLAN

The selection of the writing carrier to administer the
state plan will be based on the carrier®s efficiency,
ability and estimate of total charges.

Members are assessed for losses in excess of premiums 1in

proportion to the proportion of the premiums written in
the state.

Each member insurer of the association shall share the
losses due to claims and administrative costs and the
costs of the administration of the association that are
in excess of the income from premiums. The loss 1is shared
among all insurers 1in proportion to the proportion of
premiums written in the state by that insurer. (Experience
in other states 1is that the assessment to insurers does
not exceed 1% of the total premiums written. Thus
premiums state-wide should not increase more than 1% as
a result of this assessment.)

Net gains shall be held at interest and used by the
association to offset future losses.

ENROLLMENT

Provides that a state resident at high risk 1is
eligible to enroll in the state insurance plan. It
prohibits enrollment if other coverage exists.



WRITING CARRIER'S RESPONSE

Requires the plan to accept or reject an application for
enrollment within 30 days.

EFFECTIVE DATE OF POLICIES

The policy is effective from the date of the application if
the first quarterly premium has been vreceived and the
applicant qualifies for the policy.

TRANSITION FROM PREVIOUS POLICY

IfT a person is involuntarily dropped from coverage, 1is denied
coverage by one other carrier, and if the person applies to
the plan within 60 days of termination and pays the premium,
their coverage applies retroactively to the date they were
terminated from coverage.

SOLICITATION OF ELIGIBLE PERSONS

Requires the association to solicit eligible persons for
enrollment through use of the press, radio, and television.
Insurers and HMOs that reject a person from coverage, or apply
underwriting restrictions shall notify the applicant of the
existence of the state plans, the requirements for being
accepted, and the procedure for applying.

DUTIES OF THE DIRECTOR

The Director of the Division of Insurance must approve the
association®s plan, the association®s contract with the
writing carrier 1including the coverage and premiums to be
charged, and pass regulations to administer the chapter.

STATE NOT LIABLE

Provides that the state 1is not Jliable for acts of the
association.
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DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA

(007) 465-3367 or 4659480 e ourt Plaza, Room 500
PAX (907) 465-2029 Mail Stop 3101
MEMORANDUM January 24, 1991
SUBJECT: Pooled Health insurance - SB 74
T0: Senator Jay Kerttula
FROM: Michael F. Ford

Legislative Counsel

The following is a sectional analysis of SB 74;
Section 1- Purpose.
Section 2

Sec. 21.55.010 - Establishes the comprehensive health insurance association and
provides that membership in the assoCiation consists of certain insurers.

Sec. 21.55.020 - Establishes the hoard of directors of the health insurance association
and provides for voting rights of members.

Sec. 21.55.030 - Establishes the general powers of the association.

Sec. 21.55.040 - Requires the association to submit a plan of operation. Establishes
specific items that the plan of operation must include.

Sec. 21.55.050 - Exempts the association from the Administrative Procedure Act.

Sec. 21.55.060 - Provides that the association isexempt from taxation, except for taxes
on real or personal property.

Sec. 21.55.100 - Requires the association to make insurance available to residents who
are hlgh risks. %ﬁ)ecmes the tyBe of deductible to be offered and requires that a
medicare supplement plan also be provided to certain residents.



Senator Jay Kerttula
January 24, 1991

[S)ection 3- Requires the association to make insurance available to eligible residents
y January 1 1992

Section 4 - Effective date.

MFE:pl
91-024.plm



A laska State Legislature

130 Seward Street, Suite 218
Juneau, Alaska 99801-219

Phone: %% 45301
Fax: 463351

Legislative Research Agency

March 19, 1992
MEMORANDUM
T0: Senator Jay KertUila

FROM:  Paul EngelmanS~AC/
Legislative Analyst

RE: Financial Impact of Senate Bill 74: High Risk Insurance Pool
Research Request 92.179

As requested in your memorandum of February 14, 1992 we have estimated the
financial impact of the high risk health insurance pool created by Senate Bill
74 (SB 74). In this memorandum we discuss the assumptions needed to make the
estimates, estimate the impact of the legislation on bad debts incurred hy
medical providers, and estimate the effect the bill will have on Medicaid
payments.

The @EPVO&Ch taken in this analysis was to be as actuarialy conservative as
possible. As a result, the cost estimates may be hl%her than those developed
previously.  The alternative that would glenerate the highest rate was used
wherever a choice was presented. The on exceﬂtlon to this was choosing
between Alaska information and information from other regions. In these cases
the Alaska data was used.

The analysis yielded a monthly rate of $181 per insured for the "high risk™ »
pool, a monthly rate increasé of $3.30 for the "main™ pool members, and a I
maximum potential monthly savings of $1.12 for the 'main--pool members because)
of bad debt reduction. The attached table shows how computations were made.”’

33 *

. Ly >
Assumptions 1
Rates: The Alaska rates are based on the experience of nine states with hi%h
risk pools that have been in existence for three or more years.  Since all
but one of these states has a cap on participant premiums that is ¢reater than

the 25 percent caﬁ proposed in SB 74, the premiums in each state are adjusted
down to reflect the income they would earn with a 25 percent cap on premiums.

health Benefits Letter, Scandlen Publishing, Inc. Alexandria, October 23,
1991. The original source is Communicating for Agriculture.



Senator Kerttula
March 19, 1992

Page 2

Pool Participants: Two insurance pools are associated with SB 74. A "pain™
pool consists of Alaskans who_have private health insurance and are not in
'ERISA™ programs.2 This pool is based on Alaska enrollments in Aetna (86,200
subscrlb_ersg and Blue Cross of Washington and Alaska (71,900 subscribers), who
underwrite the bulk of this business %75 percent) according to Chris Ulmann of
the Division of Insurance. The number qualified for the pool is adjusted to
include other commercial health insurers in Alaska. The final estimate is
209,500.

The size of the second or "high risk™ pool is based on the Minnesota experience
and is estimated to have 3,180 participants in Alaska. The nine-state average
could be used and would result in a lower estimate of 703 participants; however
the higher number is used because it is the one that yields the maximum
potential liability for the program.

Two estimates identifying the cost of the high risk insurance premiums were
considered. The first estimate uses the premium revenue and enrollment from
the nine-state "high risk™ pool. The premiums are adjusted to reflect a 25
percent cap in each state then the average rate based on total enrollment is
determined.  This rate reflects costs in the "lower forty-eight™ and was
gdjusted to reflect Alaska medical costs. This resulted in a capped rate of
192.

The second approach uses an average rate for the "main™ pool as identified by
the Division of Insurance/ This rate, $145, was increased by 25 percent to
reflect the cap on the high risk pool. This resulted in a rate of $181 for the
“high risk™ pool. The lower rate of $181 is used since it directly reflects
the Alaska insurance experience.

Claims/Expenses: Because the claims figures are provided on a paid rather than
an incurred basis resulting in an understatement of total liability, 3 percent

2"Self-insured firms are exempt under the Employee Retirement Income
Security Act (ERISA)." Source :Focus On Office of intergovernmental Affairs,
Health Care Financing Administration. DHHS, February, 1988

3Costs were adjusted using the ACCRA cost of living index for health
zxpendlfpres produced by the American Chamber of Commerce Researchers
ssociation.

APersonal communication with Chris Ulmann.



Senator Kerttula
March 19, 1992
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Is added to the paid claims to adg_ust to an incurred claim amount. Another
5 percent is added to the loss ratio to cover the incremental administrative
costs of claims payments. With these two adjustments, the "fully funded™ loss
ratio (the ratio of the sum of claims and administrative costs to premiums) is
estimated to be 220 percent. That is, costs are estimated to be 120 percent
higher than the premiums if the rate cap is 25 percent.

Estimating the Impact

Estimating the effects of SB "4 using this information is uncomplicated. The
annual high risk premium is eqjal to the monthly premium multiplied by the
number of high risk pool Fa_rtlc_lpants times 12 months.  This yields premium
income of $6,916,500. Multiplying the premium income by the loss ratio of 220
percent yields claims anc, operating expenses of $15,216,300. Subtracting the
claims and oge_rat_lng expense from the premium income yields a loss of
$8,299,800. This is the amount that must be distributed among the "main™ pool.
Based on these calculations, each member of the MnainMool will be assessed an
additional premium of $3.30 per month or 1.82 percent of the base premium
amount.

One of the effects of the pool is the reduction of bad debts incurred b
doctors, hospitals, and other health care providers. The effect of the poo
on bad debts is also uncomplicated once an amount of the high risk claims that
would have been bad debts has been determined. Based on discussions with Larry
Bartlett of Health Systems Research, Inc. of Washington, D.C., bad debts are
assumed to be equal to 50 percent of the total high risk claims. Since the
"main" pool of 209,500 constitutes 38 percent of the current population and
assuming that the health care utilization rate by the “main" pool is the same
as the total population, if all of the benefits of the bad debt reduction
experienced by the prpwders were passed along to the pool members, the maximum
benefit that the "main™ pool could receive would be $1,12 or 0.62 percent of
the base premium. The balance of the benefits are distributed to other

5Paid claims usually understate the liability that corresponds to the
premiums earned for two reasons. 1) there is a lag in the payment of claims:
the claims paid at the be innin% of the current period reflect claims incurred
in the previous period gas much as 90 percent of the claims paid in January
were incurred in December) and the claims paid at the end of the period do not
reflect the full amount of claims incurred (these claims will be paid in the
next period). Since costs are generall%/ increasing the claims incurred at the
end of the period will be more costly than those that are paid at the end. By
estimating the amount of payment lag, an adjustment to the paid claims to
reflect the difference in costs at the beginning of the period and the end of
the period can be made. 2) [f the insured group iIn increasing or decreasing in
size the number of claims will increase or decrease, respectively. Adjusting
to an Incurred amount of claims will also reflect the change in claims due to
changes is group size.
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Alaskans not in the pool. If either the hospitals or insurance companies do
not Bass the full amount of the benefit to the public or members of the pool
the benefit will be less.

The estimate of the effect of distributing the losses of the "high risk™ pool
to the “"main™ pool can change significantly Jepending on the size of the pools.
For example, a decrease of 10 percent in the number of people in the “main”
POOI will result in a cost increase of $0.37 per individual when the losses
rom the high risk pool are charged back.

The Effect on Medicaid Payments

Afte_r_contactinlg_ several individuals in the agency that determines which
individuals qualify for Medicaid, we were unable to develop an estimate of tin
impact of the _hIé]_h_l’ISk pool on Medicaid, although it is likely to be gmte
small. Those individuals contacted felt the number of people who "spend down™
in order to qualify for these programs is very small (1 percent or less).6 In
addition, it is highly unlikely anyone with sufficient discretionary cash
income to be able to afford the premiums for this program would qualify for
Medicaid benefits (a young mother living with someone was the only specific
instance mentioned). ~ If this is the case, the impact of the high risk pool
on Medicaid reciptents would be very small. nfortunately none of the
individuals. who were contacted could do more than talk in broad
eneralizations; as a result, we did not feel comfortable developing a rate.
one of the individuals contacted knew of any study of individuals "spending
down" to qualify for Medicaid.

The agency staff indicated an interest in the pool as a way to insure some of
their low income high risk individuals (Medicaid would pay the premiums). My
understanding is Medicaid qualified individuals would not be eligible for the
"hl%h risk" pool the way it is now structured. However if they were determined
to be eligible, these ‘individuals would reduce the benefits to the State by
shifting money away from federal Medicaid dollars to Alaska insurance dollars.

We hope this information is useful to you. If you have any questions or would
like additional information, please contact this agency.

Attachment

fyost of the information was supplied by Chris Aschenbrenner, Gordon
Landes” and Curt Lomas.

# -



Impact and Rating Information for SB 74

High Risk Health Insurance Pool Experience

Selected States - 1390 .Frorn neailh Benents Letter)

Premium -remiums Claims w0SS 1990 Enrollment
alate EnrolIment .Qilo Paid Paid Ratio  Poouiatton % of Pop.
Connecticut 2.200 150% 34.496 310.438 232% 3.295 0.07%
Floriaa 5.934 300% 312.444 317.425 140% 15.003 C.05%
Indiana 3.080 150% 58.377 516.978 203% 5.564 0,06%
lowa 1971 150% 54.574 55.054 110% 2.787 0.07%
Minnesota 25.272 125% 525.735 $49,470 192% 4.387 0.58%
Montana 304 400% 5629 $570 91% 804 0.04%
Nebraska 2.904 165% 54.423 56.760 153% 1.585 0.18%
North Dakota 1.303 135% 32.571 54.312 168% 541 020%
Tennessee 4121 150% 310.775 517.121 159% 4.897 0.08%
Total/Average 47.089 158% S74.024 S128.128 173% 36.964 0.13%
Experience Adjusted toa 125 percent cap = $60,366 5128.128 212%

1) Average Monthly Premium Paid $131
Adjusted to a 125 percent Cap $107
Adjusted toAlaska Costs Using
ACCURA Cost Index $192

2) Average Monthly Premium Based
on Division of Insurance Data 51*15
Adjusted to 125 percent Cap $181

Alaska EnrolIment in High Risk Pool
1) Based on Nine State Average 703
2) Based on Minnesota Experience 3180

Page 10of2



Estimating the Effects ot SB 7«

AssumbDiians.

Number of insurea®s inMain Pool " 209.500

Number of Insured"s inHigh Risk Pool 3180

Premium with a 125 Percent Cap 3181

Paid loss Ratio 212%
Factor to Ad]Just Paid Claims to incurred 3%

Incremental Claims Payment Cost 5%

Fully Funded Loss Ratio 220%

Annual Income (Premium x pool x 12 months) S6.916.500
Annual Claims Expense (Income x Loss Ratio) $15,216,300
Losses to De Coverea oy Mam Pool $8.299.800
Annual Cost per Main Pool Member S39.62
Monthly Cost per Main Pool Member 53.30

Effect on Bad Debts
Assume 50 percent of the estimated claims amount would have ended up as bad debt (probably would
be less)

Estimated bad debt reduction S7.435.238

Savings to insurance pool members (assumes that the insurance pool covers 38 percent of the
population). $2,825,390

Maximum possible reduction of pemiums (insurance companies transfer full savings)

S1.12 0.62%

Based on 86.200 Aetna +71900 Blue Cross = 75% Main Pool
Source: Division of Insurance (Chris Ulmann)

Prepared by Legislative Research, March 1992 (92.179)

Page 2 of 2



MEMORANDUM 14 April 1992

TO: Senate HESS Committee Members
FROM:  Senator Arliss Sturgulewski, Chair

FoIIowindq are recommendations regarding the amendments
proposed by the division of insurance and others.

DO NOT RECOMMEND ADOPTION:
Pages 1-6 of amendments, offered by div of insurance.
These amendments combine the associations of SB 74 & SB 242

RECOMMEND ADOPTION: o

Page 7 of amendments offered by div of insurance. _
Provides addjtional oPUons_for leductibles. Clarifies Medigap
coverage available only to high risk residents covered by Medicare.
Plsakrn?eess,gg%ttes plan coverage must be made available to eligible high
| | .

DO NOT RECOMMEND ADOPTION: . . . _

Page 8-12 of amendment offered by division of insurance.
Establishes a benefit committee to'decide benefits offered by pool
rather than outlining benefits to be covered in statute.

DO NOT RECOMMEND ADOPTION: _

Page 13 of amendments offered by division of insurance.

This amendment is a cIarlf\yslng amendment following adoption of
amendments on pages 8-13,

RECOMMEND ADOPTION:



Page 14 0'.'amendments offered by division of insurance,
prohibits coverage where workers” compensation policy is available.

DO NOT RECOMMEND ADOPTION: _
Page 15o0famendments offered by division of insurance. .
This amendment is a clarlglng amendment following adoption of

amendments on pages 8-1

RECOMMEND ADOPTION o _

Pages 16 & 17 ofamendments offered by division of insurance,
clarifies that persons eligible for other health benefits are ineligible
for this program.

Page 18is a duplicate.

RECOMMEND ADOPTION . _
Page 19 of amendments offered by division of insurance.
Clarifying amendment regardinglicensed persons.

RECOMMEND ADOPTION . _
Page 20 of amendments offered by division of insurance.
Clarifying amendment.

RECOMMEND ADOPTION o _
Page 21 of amendments offered by division of insurance
Provides guidance as to what may constitute a medical condition.

RECOMMEND ADOPTION o _
Pa?e 22 of amendments offered by division of insurance.
Sefs out requirements for legislative review of plan.

OTHER SUGGESTIONS:

RECOMMEND ADOPTION:
Page 2 Line 5.

after "division of Insurance, add: "at least two board members
shall be consumers appointed by the director of the division of
Insurance
(offered by Kerttula)

RECOMMEND ADOPTION:
Page 2, line 17through 23;



The association should have the power to receive funds from
other sources.

RECOMMEND ADOPTION
Page 8, Line 17: L _
HIAA, Aetna, and the division of insurance all agree that the
Rercentage amount that can be charged for premiums should be
igher than 125% and probably should be 150%. (I-IIAA - 200%)



MEMORANDUM 10 April 1992

T0: Senator Arliss Sturgulewski
FROM:  Staff

Eﬂlll%ing Is a list of suggested changes or amendments to Senate

Page 2 Line 5. \

_ /
after "division of Insurance, add: "at least ftwo board members
shall be consumers appointed by the director of the division of
Insurance™ amendment by Kerttula

Staffrecommends that itbe the commissioner of the

department of commerce who appoints members.

Page 2, line 17through 23;

the division of insurance feels that the association shoulc have
the power to receive funds from other sources

Staff concurs
Page 2 line 28:
jon provides that if the association fails to act on a

plan_ of operation, the director may adopt regulations. This
provision was in the original SB 24-2and it was felt that it was not



the duty ofthe director to act if the association dropped the ball.

Staff recommends that the association be responsiblefor the
plan of operations.

Page 3. lines 4 through 17.

the division of insurance recommends that Ian?uage be added
to provide that the association establish standards for Cost
conta|r\men§.

Staff concurs.

Page 3, lines 27 through 29:

the division of insurance and the HIAA both recommended
removed of this section, division ofinsurance says it is redundant,
and probably ok to leave in.

Staffrecommends it be left in.
Page 4, line 5:

HIAA recommends reduction of lifetime maximum from
$1,000,000 to $500,000.

Staffrecommends it be left at $1,000,000
Page 4, Line 12:

) this section excludes dental services from the sendees offered
under this plan.

| Staffrecommends dental services be included.

WvPage 5, Line 25 through 31:

HIAA recommends that the amount Ible be raised
from the current amount in the bill of $200,$500,&$1000 to $1000

and $5000.

i.
Staff has no recommendation, although $1000 and $5000

seems high.



Page 6, Lines 17 through 31;

HIAA and the division of insurance both feel that the 6 month
Preemstln condition exclusion is too short and recommend it be

engthened.
Page 8, line 15:

the division of insurance feels that the estimate of rates should
be submitted annually

Staff concurs

Page 8, Line 17.

HIAA, Aetna, and the division of insurance all agree that the
R,ercentage amount that can be charged for premiums should be
igher than 125% and probably shotld be 150%. (HIAA - 200%)

Page 9, line 26:

HIAA & Aetna both feel there should be a prohibition against
emCPoner_s taking an employee out of the regular insurance policy
and putting that employee into this insurance pool ("dumping"). "m

the insurance companies say that SB 242 will take care of the
problem of high risk employees - this bill, however, is a much better
dealfor high risk persons, whether or not the employer is paying
the premiums. The policy question is if the legislaturefeels that
high risk persons should be subsidized, or run the risk of getting
the bootfrom their employers because of the high insurance
premiums an employer has topay (SB 242 allowsfor 5x the
premium base rate to be chargedfor high risk employees).

Page 10, Line 28 through 31

the division of insurance believes that there should be an
exclusion in this section for persons who are ahle to ootain
insurance through COBRA or conversion policies

Page 11, Line 1 & 2;



the division of insurance sufq gests that the dnector by
regulation, be able to add eligibility requirements.!

Page 12, Lines 6 through %

here again, the director is responsible for duties that may be
more appropriately assigned to the association itself.

Page 14, Ohe 5\

Sen. Kerttula offered amendment deleting "for medicsd
’\Teasons’\frem this line. Both HIAA and Aetnaobject to tipfis deletion
on the qrounds that the purpose of this le sIat|on IS to ensure, that
unhea y individuals can get insurance, Sen. Kerttula's position is
that persons are often deniéd insurance because of the class of

persons they belong to.

Staff has no recommendation.

Page 14, Line 10:

add: (c) have been refusedb two Insurers to issue insurance
except at a rate exceeding the state h %h risk plan rate (offered by
Kerttula } HIAA objects t0 adoption ofthis amendment.

Staff has no recommendation.

i NOTE: the association itself is exempt from the administrative
procedures act, but there are several references in the legislation to the
ability of the director of the division of insurance to promulgate
requlations affecting the operation of the association. There should be a
policy decision made as to how much control the director has over the
association.



SUMMARY OF COMMENTS BY MEISELS RE: SB 74

Recommends the premium be 150 percent (rather than 125
/ percent) ofaverage premium. Goes on further to suggest that it be
175-200 percent. "

¥ Recommends allowance of a credit against premium taxes (2.7%)

Recommends increase in deductibles écurrent bill = $200, $500, and
$1000)(recommendation=$1000 & $5000.)

/ Recommends removal of medicare eligible persons so that this will
not act as medicaid supplement coverage.

Recommends reduction of lifetime maximum from $1,000,000 to
500,000.

Recommends extension of pre-existing condition exclusion from
three months to 10 months.

- Recommends barring employers from paying premiums_for that
/' person so as to avomg"durﬁp%g" (goes o% osgaythat SB 242 W|ﬁ1

eliminate the need)

Recommends listing in the legislation of persons ineligible for
coverage.

Recommends deletion of section allowing persons to purchase
Insurance retroactively within 60 days of termination of previous
coverage after making application.

/ Recommends no adoption of amendment proposed by sponsor
v/ \r/\g;}%igndteletes "for medical reasons"” within the definition of high risk

j Recommends no adoption of amendment that would allow persons
N who have been refused by two insurers to issue insurance except at
a rate exceeding the staté high risk plan rate.



SUMMARY OF COMMENTS BY MFISELS RE: SB 74

Recpmniends the premium be 150 percent (ratner than 125
y<LrcentAof average premium. Goes on further to suggest that it be
A(175-20Q"ercent. %

-Recommends cllowance ofaej™dit against premium taxes (2.7%)

Recommends increase in geductibles écurrent bill = $200, $500, and
131000)(recommendation=$1000 & $5000.)

Recommends removal of medicare eligible persons so that this will

“not act as medicaid supplement coverage.
U</)tUuxai0fL,

Recommends reduction of lifetime maximum from $1,000,000 to
*$500,000.

Recommends extension ofgre—emstmg condition exclusion from
vthree months to 10 months.
(jmOMI'tID 3 _ _
Recommends barrin "emrglqyelrls from paying premiums_for that
X gers_on S0 as to avold "dumping" (goes on to say that SB 242 will
/. liminate the need

> Recommends listing in the legislation of persons ineligible for
coverage.

Recommends deletion of section allowing E)ersons to purchase
insurance retroactively within 60 days of termination of previous
coverage after makingappUcation.TAAQ; -de& xigy *d & fjju I zz

Recommends no adoption of amendment proposed by sponsor
which deletes "for medical reasons"” within the definition of high risk

Recommends no adoption of amendment that would allow persons
who have been refused by two insurers to issue insurance except at
a rate exceeding the staté high risk plan rate.



[ %
fy  PROPOSED AMENDMENTS TO SB 74

jhe<m
Mo
Page 2 line 5 after "division of insurance." Add: - /
"In addition at least 2 board members shall be

consumers appointed bv the Director of the Division
of Insurance".

AN
4age 14 line ~delete "[for medical reasons]"”

Page 14 between line 10 and line 11 Add:

n(CM have been refused bv two insurers to issup>
insurance except at a rate exceeding the state high
risk plan rate".



CARVE-OUTS PROM EMPLOYER GROUPS

Tlila amendment addresses the potential problem of insurers'
curving out unhealthy employee* and dependents from employer
groupsand "dumping"” such Individuals into the h|ﬁh-r|sk pool. It
Is taken from the Connecticut statute governmg that state's
|Snd|V|dllégI2)h|gh-r|sk plan (Conn. Gen. Scat. Ann. §38a-556(c) (Wear.
upp. .

Page 10, 11ne 27 - Insert after the period:

"No member {of th* Association] shall be
permitted to select out. individual lives from an
employer group to be insured by or through the
association."

Puge 9, lin”o 26-27 - Delete the entire subsection and re-letter
the remaining subsectiono accordingly. This section contemplates
employers®™ carving out unhealthy employees from the employer group
and sending those risks to the high-risk plan. Such carve-outs by
employers, as well as by insurers, are contrary to the purpose of
the high-risk pool, will produce an excessively large pool, and
should be illegal.

ELIGIBILITY FOR THE HIGH-RISK PLAN

This amondment clarifies that persons possessing or eligible -far.
substantially similar coverage under other health plans are not
eligible for the high-risk plan. If is taken from the NAIC"s
MODEL HEALTH INSURANCE POOLING MECHANISM ACT.

Peg."; 10, lines 28-29 - Delete everything up to the period. Insert
the following:

"A parson shall not ba eligible for coverage
under the plan if the person has or obtain*
health insurance coverage substantially similar
to or more comprehensive than a plan policy, or
would be eligible to have coverage if the person
elected to obtain it. Persons otherwise eligible
for plan coverage may, however, solely for the
purpose of havlnp coverage for a preexisting
condition, maintain other coverage only while
satisfying any preexisting condition waiting
period under a plan policy."



PREMIUM LEVEL

Page 8, lino 17 - Deloco "Xz5," ancl Insure "}50". Setting the
premiums as lew as Minnesota®s will puah Alaska®"s pool into the
Dome deficit situation as Minnesota is now facing (828 million).

A low premium will unduly raise assessment levels for insurers and
cause severe cost-shifting from the high-risk population to ocher
insureds in Alaska.

REJECTION FOR MEDICAL REASONS

Page 14, line 4 - Reject the proposed amendment to delete "for
medical reasons"™. The whole purpose of a high-risk plan is to
enable unhealthy indiviJualo who cannot get coverage to obtain it.
Thus, the only rational basis for accepting otherwise rejected
individuals under this plan is that they were rejected for medical
reasons.
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Ford
05/02/92
AMENDMENT
OFFERED IN THE SENATE BY SENATORS HALFORD, COLLINS, AND KERTTULA
TO: CSSB 74 (HES)
Page 9, line L

Delete "150"
Insert "200"

Page 15, after line 9:
Insert a new bill section to read:
"* Sec. 3. AS 21.55 is repealed.”

Renumber the following bill sections accordingly.
Page 15, after line 11

Insert a new hill section to read:
"* Sec. 5. Section 3 of this Act takes effect July

Renumber the following bill section accordingly.
Page 15, line 12

Delete "This"
Insert "Except as provided in sec. 5 of this Act,



SENATE AIVIENDMENT

BY: Division of Insurance
TO: Page I. line 10 SENATE BILL NO. SB 74
TO: HOUSE BILL NO.
After: "MEMBERSHIP"
Insert: "A nonprofit incorporated legal entity to be known as the

Comprehensive Health Insurance Association is established.”

Delete: "There is established a nonprofit incorporated legal entity to be
known as the Comprehensive Health Insurance Association."

SPONSOR STATEMENT: Provides a consistent language with SB 242.



SENATE AMENDMENT

BY: Division of Insurance
TO: Page 2. line 8 SENATE BILL NO. SB 74
TO: HOUSE BILL NO.

After. "ORGANIZATION"

Insert:  “(a) The board of directors of the association consists of nine
individuals selected by the director. The director shall endeavor to
appoint at least six board members who are also individual major
medical insurers. If the director is unable to appoint six hoard
members who are also individual major medical insurers, the
director may fill the remaining Seats with any insurer. In approving
members of the board, the director shall conSider, among other
things, whether all types of participating members are fairly
represented _

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

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



Delete: "The board of directors of the association consists of seven
individuals selected by participating members, subject to approval of
the director. The director or the director's designee shall serve as a
nonvoting ex officio member of the board. In determining voting
rights at members' meetings, a member is entitled to vote in person
or by proxy. The vote shall be a weighted vote based upon the
member's premiums for health 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 calender
year, as determined by the director. In approving members of the
board, the director shall consider, among other things, whether all
types of participating members are fairly represented. Members of
the board other than the director or the director's designee may be
reimbursed from the association for their services. The costs of
conducting meetings of the association and its board of directors shall
be borne by members of the association."

SPONSOR STATEMENT: Clarifies the terms of board members and provides
a consistent board and organizational structure with SB 242.



SENATE AMENDMENT

BY: Division of Insurance
TO: Pape 2 line 23 SENATE BILL NO. SB 74
TO: HOUSE BILL NO.

After:  "association"

Insert: " (5) take legal action as necessary to avoid the payment of
improper claims against the state ﬁlan of health insurance; _

, LG) (design the array of health coverage products to be provided
to high risk residents; N .

(N establish rules, conditions, and procedures pertaining to the
insuring_of high risk residents . .

) establish actuarial functions appropriate to the operation of
the association; N ,

(9) assess members under the provisions of this chapter and
make advance interim assessments as may be reasonable and
necessary for organizational and interim operating expenses; interim
assessments shall” be credited as offsets against regular assessments
due following the close of the calender Fear; _

(10) appoint appropriate legal, actuarial, and other committees
as are necessary to provide technical assistance in the operation of
the association, “design of a policy or contract, or to assist in other
functions of the association: _

(11) borrow money to accomplish the ?urposes of the
association; notes or other evidence of indebtedness of the
association that are not in default are investments for insurers and
may be carried as admitted assets."

gEOZI\LIéOR STATEMENT: Provides a consistent organizational structure with



SENATE AMENDMENT

BY: Division of Insurance
TO: Page 2. line 26 SENATE BILL NO. SB 74
T0: HOUSE BILL NO.

After:  "association”

Insert;  "The director may, after notice and hearing, approve the plan of
operation if the director determines it to be suitable to assure fair,
reasonable and equitable administration of the state insurance plan, IS
fiscally sound, and does not shift program costs to other insureo persons or
the state. The plan of operation and amendments become effective upon
approval in writing by the director.

Delete:  "The plan of operation and amendments become effective upon
approval in writing by the director. If theassociation fails to submit a
suitable Plan of operation by a date that is 180 days after the effective
date of this Act, or if a subsequent time the association fails to submit
suitable amendments to the plan, the director may, afternotice and
hearing, adopt reasonable regulations necessary or advisable to effectuate
the provisions of this chapter.  These regulations shall continue in force
until” modified by the director or superseded by a plan submitted by the
association and approved by the director."

SPONSOR STATEMENT: Maintains the division of insurance as requlator
and provides a consistent plan of operation process with SB 242,



SENATE AMENDMENT

BY: Division of Insurance
TO: Page 3, line 3 SENATE B”_L NO SB 74
TO: MOUSE BILL NO.

After.  "operation’

Insert;  "must establish procedures for
(1) handling "and accou_nth of program assets andmoney of
the association and for an annual fiscal” report to thedirector;
2) insuring risks under the provisions ofthis section;
(3 collectm? assessments from all members to provide for
claims insured by the state insurance plan and for administrative expenses
incurred or estimated to be incurred by the association; _
(4) selection of an administering insurer and establishment of
the administering insurer's powers and duties; and _
“provisions necessary or proper for the executionof the
powers and duties of the association."

Delete: "shall
(1) establish procedures whereby all the powers and duties of
the association under_ this chapter will be performed; o
2) establish Procedures for handling assets of the association;
3) establish the amount and method of reimbursing members
of the board of directors under AS 21.55.020; _
(4) establish regular places and times for meetings of the hoard

of directors:

. 2 establish procedures for records to be kept of all financial
transactions |

(5 oced .
of the association, its agent,_ and the board of directors;,
(6 Prowde that a member insurer aggrieved by a final action
ordecision of the association may appeal to the director “within 30 days
after theaction or decision; ,
_ _f?) establish procedure whereby selections for the board of
directors will "be submitted to the director;
_ 81) contain additional provisions necessary or proper for the
execution of the powers and duties of the association.’

SPONSOR STATEMENT:  Provides a consistent plan of operation with

SB 242.



SENATE AMENDMENT

13Y : Division of Insurance

TO: Page 3. line 26 SENATE BILL NO. SB 74
T0: HOUSE BILL NO,

After:  "AS 21.55.120"

Insert:  "and ma?]/ offer additional deductible alternatives.
~(b) The association shall make available to residents who are
high risks, ,elgglble for and covered by Medicare, over 65 a/_ears of
age, and eligible under this chapter at least one state Medicare
supplement plan that meets the minimum policy standards and
minimum benefit standards established by the “director under

AS 21.89.060
(c) The association may not refuse to offer coverage under a

state plan to residents who are high risks whoare e|I§iIb|e under this
chapter, and may not refusecoverage under a state plan to residents
who are high risks who are eligible” under thischapter and apply for
coverage and pay premiums for the coverage."

Delete; " (bﬁ The association shall make available to residents who are
high risks and 65 years of age or older a Medicare supplement Plan
that meets the minimum policy standards and minimum benefi
standards established by regulations adopted by the director under

AS 21.89.060. o
) The association may not deny coverage under a state plan to

a resugent who satisfies _ the requwements of AS 21.55.300 -
21.55.310.  The association shall determine whether a person is a
high risk in accordance with AS 21.55.500(9) and the director's
requlations.”

SPONSOR STATEMENT: Provides additional options for deductibles so that
the association may provide high risk residents additional coverage and/or
premium options. “Clarifies that Medlgﬁ) coverage is available only to high
risk residents who are covered by Medicare.  Clarifies that state plan
coverage must be made available to eligible high risk residents.

v



SENATE AMENDMENT

BY: Division of Invjrancc
T0: Pafie 4. line 2 SENATE BILL NO SB 74
T0: MOUSE BILL NO.

After:  "Sec. 21.55.110 "

Insert: "STATE HEALTH INSURANCE PLAN BENEFIT COMMITTEE;
MINIMUM BENEFITS, E)a) The Individual state plan of health insurance
benefit committee is established in the association. The committee is
composed of the members selected by the director as follows: .
_ (1) three members who <are representatives of participating
insurers L ,

2) two members who represent high risk residents;

3) two members who represent health care providers;

(b) The committee shall recommend benefit levels, cost sharlngf
levels, exclusions and limitations for the individual state plan of health
insurance.  The committee may design an individual state pian of health
insurance that , , _

, (1) contains benefit levels and cost sharing levels that are
consistent with the basic method of oPeratlon and the” benefit plans of
health maintenance organizations, including restrictions imposed by
federal law; or . ,

(2) includes cost containment features such as =

_ (A) utilization review of health care services, including
review of the medical necessity of hospital, physician services, and
other health care providers;

B) case management _ .
C) selective contracting with hospitals, physicians, and
other health care providers, _ _

, D) reasonable benefit differentials applicable to
providers that participate or do not participate In arrangements
using restricted network provisions; and

(E) other managed care provisions.



(c) The minimum standard benefits of the individual state plan of
health insurance must include = _

1) benefits with a lifetime maximum of no less than $500,000;

2) covered medical services performed for an individual
covered by the plan for the treatment of nonoccupational disease or
nonoccupational  injury. o _

, d[ The committee shall seek to maximize the coverage available to
h|%h TSk residents consistent with a fiscally and actuarially sound
individual state plan of health insurance. The committee Shall consider the
following medical services for high priority inclusion:

1) hospital services; N

_ 2) professional services that are rendered by a physician or by
a registered nurse at the physician's direction, other than services for
mental or dental conditions; N _

(3) the diagnosis or treatment of mental conditions, as defined
by the committee, rendered during a benefit year on_other than an
inpatient basis, up to a benefit yearly maximum of $4000;

4) legend drugs requiring a ph¥5|c_|an's prescription;

_ b) services of “a skilled nursing tacility for not more than 120
days in a policy year; _ , N
_ ~(6) “home health agency services up to a maximum of 270 visits
in a benefit year if the services commence within seven days following
confinement in a hospital or skilled nursing facility of at least three
consecutive days for the same condition, except taf 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 may commence
irrespective of whether the covered person was previously confined, or, if
the covered person was confined, irrespective of the seven-dag eriod, and
the yearly benefit for medical social services may not exceed $200;

1) hospice services for up to six months in a calender year;

8) use of radium or other radioactive materials;

9) outpatient chemotherapy;

10) oxygen;

11) anesthetics; _ _ _ _

12) nondental prosthesis and maxillo-facial prosthesis used to
replace any anatomical structure lost during treatment for head and neck
tumotrﬁ or “additional appliances essential for support of a covered
prosthesis; _ _ _
(13) rental, or purchase if purchase is more cost effective than
rental, of durable medical eqmﬁment_ that has no personal use in the
absence of the condition for wnich it was prescribed;

(14) diagnostic x-rays and laboratory tests;



~(15) oral surgery for excision of partially or completely _
unerupted impacted teeth of excision of a tooth root without the ‘extraction
of the entire tooth; , , _
o (16) services of a licensed physical therapist rendered under
the direction of a physician; _
_(17) transportation by a local ambulance operated by licensed
or certified personnel to the nearest health care institution for “treatment
of a covered ||Iness_or_|ng,ury and round trip transportation by air to the
nearest health care Institution for treatment of the 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 g?uardmn accompani/mg
the child may be paid if the attending physician certifies the need for the
accompaniment, o 3 N _
.. (18) confinement in a licensed or certified facility established
anarlly for the treatment of alcohol or drug abuse or in a part of a
ospital” used primarily for this treatment, for a period of at least 45 days
within any benefit year; o _
19) alternatives to inpatient services, and
20) second su_r?lcal opinions; . _ _
(d) ~ The committee may establish advisory technical _grouPs to assist
the committee in evaluating alternative benefit levels, cost sharing levels
exclusions and limitations, cost containment features, priorities of medical
services, and other appropriate issues. Members of the advisory technical
groups will be appointed by the director. The committee or the "board may
recommend to the director” persons to be considered for appointment.

Delete; "MINIMUM BENEFITS OF STATE HEALTH INSURANCE PLAN. Except
as provided in AS 21.55.120 - 21.55.140, the minimum standard benefits
of a health insurance plan offered under AS 21.55.100(a)shall be benefits
with a maximum lifetime maximum of $1,000,000 per individual for usual,
customary, reasonable, or prevailing charges or, when applicable, the
allowance agreed ui)on, between a provider and the writing carrier for
charges, for the following medical ‘services performed for an individual
covered by the plan for “the diagnosis or treatment of nonoccupational
disease of nonoccupational injury:

1) hospital services; N

, 2) professional services that are rendered by a physician or by
a registered ‘nurse at the physician's direction, other than services for
mental or dental conditions; N _

(3) the diagnosis or treatment of mental conditions, as defined
by the committee, rendered during a benefit year on other than an
inpatient basis, up to a benefit yearly maximum of $4000;

4) legend drugs requiring a physician's prescription,

10



_ (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 maximum of 270 visits
In a benefit year if the services commence within seven days following
confinement in a hospital or skilled nursing facility of at least three
consecutive days for the same condition, except taf 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 may commence
irrespective of whether the covered person” was previously confined, or, if
the covered person was confined, irrespective of the seven-dag 6)er|od, and
the yearly benefit for medical social services may not exceed $200;
1) hospice services for up to six months in a calender year,
8) use of radium or other radioactive materials;
9) outpatient chemotherapy;
10) oxygen; .
11) anesthetics: _ _ _ _
12) nondental prosthesis and maxillo-facial prosthesis used to
replace any anatomical structure lost during treatment for head and neck
tumotrﬁ or “additional appliances essential for support of a covered
rosthesis; _ _ _
: (13) rental, or purchase if purchase is more cost effective than
rental, of durable medical eqmﬁment_ that has no personal use in the
absence of the condition for ‘which it was prescribed;
‘14 d|arqnost|c X-rays and. laboratory  tests;
~(15) oral surgery foi excision of partially or completely _
unerupted impacted teeth or excision of a tooth root without the extraction
of the entire tooth; _ . _
o (16? services of a licensed physical therapist rendered under
the direction of a physician; .
_(17) transportation by a local ambulance operated by licensed
or certified personnel to the nearest health care institution for treatment
of a covered ||Iness_or_|ng_ury and round trip transportation by air to the
nearest health care institution for treatment of the illness or |nJur¥ 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 g?uardlan accompani/mg
the child may be paid if the attending physician certities the need for the
accompaniment, o . N _
~(18) confinement in a licensed or certified facility established
anarlly for the treatment of alcohol or drug abuse or in a part of a
ospital” used primarily for this treatment, for a period of at least 45 days
within any Dbenefit year: o _
19) alternatives to inpatient services; and
20) second surgical opinions;

11



SPONSOR STATEMENT: Provides a benefit committee similar to SB 242.
Rather than mandate benefits which may make insurance unaffordable or
fiscally or actuarially unsound and therefore defeat the purpose of this
Act, a set of suggested priorities are provided. Advisory technical groups
may provide expertise in evaluating the alternatives available to meet the
goals of the Act.



SENATE AMENDMENT

BY: Division of Insurance
TO: Pxr fi- ling 6 SENATE BILL NO. SBJ74-rrreeeem
T0; HOUSE BILL NO.

After:  "for"

Insert:  "the diagnosis or treatment of mental conditions rendered on an
outpatient hasis"

Delete:  "services described in AS 21.55.110(3)"

SPONSOR STATEMENT:

Change for clarity and consistency with other
proposed changes.



SENATE AMENDMENT

BY: Division of Insurance
'0:  Page 7, line 7 SENATE B”_L NO SB 74
T0: HOUSE BILL NO.

After:  "Is"

Insert;  "“available to be ?rovided under a workers' compensation policy or
equivalent self-insurance to a sole proprietor, business partner, or
executive officer"

Delete:  "required to be provided under a workers' compensation policy to
a sole proprietor, business partner, or corporation officer"

SPONSOR STATEMENT: Where coverage is available to sole proprietors,
partners, and executive officers through a workers' compensation policy or
selt-insurance program, care and services should not be provided under
this Act, . Therefore, it is not appropriate to shift the cost of employment
related injuries to the individual “state plan of health insurance.

14



SENATE AMENDMENT

BY: Division of Insurance
TO: Page . line 16 SENATE BILL NO. SB 74
T0: HOUSE BILL NO.

After:  "travel"

Insert:  "except as medically necessary as defined by the association or
which it will,"in the opinion” .. the association, ...... the overall cost of
covered medical services.”

Delete:  "travel, other than transportation covered under
AS 21.55.110(17)"

SPONSOR STATEMENT: Change for clarity and consistencY with other
proposed changes. Removes a mandated exclusion for travel that would
reduce the overall costs of medical services.



SENATE AMENDMENT

BY: Division of Insurance
TO: Page 7. line 3 SENATE BILL NO. SB 74
T0: HOUSE BILL NO.

After:  "Sec. 21.55.140"
Insert: "PERSONS, CARE, AND SERVICES NOT COVERED, (a)"
Delete: "CARE AND SERVICES NOT COVERED."

SPONSOR STATEMENT: Change needed to avoid shift of federal or state
health care obligations to this program.



SENATE AMENDMENT

BY: Division of Insurance
TO: Page 8. line 7 SENATE BILL NO. SB 74
TO: HOUSE BILL NO.

After.  "charged"

Insert;  "AS 21.55.140 is amended by adding a new subsection to read:

b) A state plan may not provide coverage for persons
1 eligible for major medical covera%e under any law of

government including Veterans Administration benefits, nafive health

Care, or medicaid; or | _
"(2) eligible for ma*o,r medical coverage under any health

benefit program including a self-insurance plan, health care frust, or
welfare " trust.

SPONSOR STATEMENT: Change needed to avoid shift of government health
care obligations or other noninsurance mechanisms to this program.



SENATE AIMENDMENT

BY: Division of Insurance
TO: Page 8. line 7 SENATE BILL NO. SB 74
T0: HOUSE BILL NO.

After:  "charged"

Insert:  "AS 21.55.140 is amended by adding a new subsection to read:
b) A state plan may not provide coverage for persons
1 eligible for major medical covera?e under any law of

government including Veterans Administration benefits, nafive health

care, or medicaid; or | _
"(2) eligible for maJ{o_r medical coverage under any health

benefit program inCluding a self-insurance plan, health care frust, or
welfare ~ trust.

SPONSOR STATEMENT: Change needed to avoid shift of government health
care obligations or other noninsurance mechanisms to this program.



SENATE AMENDMENT

BY: Division of Insurance
TO: Pace 11 line 30 SENATE BILL NO. SB 74
T0: HOUSE BILL NO.

After. "to"
Insert:  “persons acting within the scope of a license issued in the state."
Delete:  “licensed health insurance agents"

SPONSOR STATEMENT: Clarifies that all properly licensed persons may sell
or market the plans.”



SENATE AMENDMENT

BY: Division of Insurance
TO: Pane 11 line 9 SENATE BILL NO. SB 74
TO: HOUSE BILL NO.

After:  "rider"
Insert:  "that substantially reduces coverage.

SPONSOR STATEMENT: The mere attachment of a rider may have no
material effect upon the insureds coverage. This_act is intended “to provide
coverage to persons who cannot get insurance. Therefore, only a rider that
significantly reduces coverage should make a person eligible for this plan."

20



SENATE AMENDMENT

B Y :__ Division of Insurance
TO: Page 14. line 8 SENATE BILL NO. SB 74
T0: HOUSE BILL NO.

After.  "plan”

Insert;  medical reasons may include preexisting medical conditions, a
family medical history which piedicts future medical conditions, or
occupations which generate such frequency or severity of injury or
disease that coverage is not generally available "

SPOdI\,ItS_OR" STATEMENT: Provides guidance as to what constitutes a medical
condition.

21



SENATE AMENDMENT

BY: Division of Insurance
T0: Pape 2. line 16 SENATE BILL NO. SB 74
TO: HOUSE BILL NO.

After:  "association."

Insert:  "*Sec. . AS 21.55.020 is amended by adding a new subsection
to reaq:

) The hoard shall study and report at least once every three years
to the legislature on the effectiveness of this chapter. The réport must
analyze the effectiveness of the chapter in ,?romotmg rate stablility,
product avall_abllm(, and coveiage affordability. The report may contain
recommendations tor actions to” improv~the “overall effectiveness,
efficiency, and fairness of the smalr“gronp health insurance marketplace.
The repori may contain recommendations for legislative or other
requlatory action. _ !

_ cz Upon receipt of a report from the board, the legislature must
review the program'to determine the effect of the pro%ram on Its target
market, the effect of the program bn jthe overall health' insurance market,
and whether tke program should be continued.” *A

SPONSOR STATEMENT: Provides for legislative review of the program to
determine if it should be continued."
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CS FOR SENATE BILL NO. 74 (HES)

IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE HEALTH, EDUCATION AND SOCIAL SERVICES COMMITTEE

Offered:
Referred:

Sponsorfs):  SENATORS KERTTULA, Cotten, Menard
A BILL

FOR AN ACT ENTITLED

1 "An Act relating to pooled health insurance for individuals who are uninsured or denied

2

3

4
5

6

7

g

9
10
1
1
(13
14

adequate coverage; and providing for an effective date.”

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

* Section 1. PURPOSE. It is the purpose of this Act to provide access to health insurance to all
residents of the state who are presendy denied adequate health insurance or who are considered
uninsurable.

* Sec. 2. AS 21 is amended by adding a new chapter to read:

CHAPTER 55. STATE HEALTH INSURANCE.
ARTICLE 1 COMPREHENSIVE HEALTH INSURANCE ASSOCIATION.

Sec. 21.55.010. CREATION; MEMBERSHIP. There is established a nonprofit
incorporated legal entity to be known as the Comprehensive Health Insurance Association.
Membership consists of all licensed hospital or medical service corporations in the state that offer
subscriber contracts for major medical coverage and all insurers licensed to transact health
insurance in the state that offer policies for major medical coverage on an expense incurred basis,
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All members shall maintain membership in the association as a condition of doing health
Insurance husiness, or being able to offer subscriber contracts, in the state.

Sec. 21.55.020. BOARD OF DIRECTORS; ORGANIZATION, (a) The board of
directors of the association shall be made up of seven individuals. Five board members shall be
selected by participating members, subject to approval by the director of the division of ut
insurance, and two board members shall be consumers selected by the director of the division o
of insurance. The director or the director's designee shall serve as a nonvoting ex officio
member of the board. In determining vodng rights at members' meetings, a member is entitied
to vote in person or proxy. The vote shall be a weighted vote based upon the member's
premiums for health 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 board, the director shall
consider, among other things, whether all types of participating members are fairly represented.
Members of the boardjothefHhan-the-direetei”re-direotopls-design”may be reimbursed from 0"
the association for expenses incurred by them as members, but may not otherwise be
compensated by the association for their services. The costs of conducting meetings of the
association and its board of directors shall be borme by members of the association.

(b) The board shall study and report to the legislature at least once every three years on
the effectiveness of this chapter. The report must include an analysis of the effectiveness of this 0
chapter in promoting rate stability, procuct availaltilitv. and affordability of coverage. The report
may contain recommendations for legislative or other requlatory action.

Sec. 21.55.030. GENERAL POWERS. The association may

(1) exercise the powers granted to insurers under the laws of the state;

(2) sue or be sued

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

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

(5) receive funds from sources other than members of the association.

Sec. 21.55.040. PLAN OF OPERATION, (a) The association shall submit to the
director a plan of operation and amendments necessary or suitable to assure the fair, reasonable,

o
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and equitable administration of the association. The plan of operation and amendments become
effective upon approval in writing by the director. If the association fails to submit a suitable
plan of operadon by adate that is 180 days after the effective date of this Act, or if at subsequent
time the association fails to submit suitable amendments to the plan, the director may, after notice
and hearing, adopt reasonable regulations necessary or advisable to effectuate the provisions of
this chapter. These reguladons shall continue in force unril modified by the director or
superseded by a plan submitted by the association and approved by the director.
(b) All members of the association shall comply with the plan of operation.
() The plan of operadon shall

(1) establish procedures whereby all the powers and dudes of the association
under this chapter will be performed;

(2) establish procedures for handling assets of the association;

(3) establish the amount and method of reimbursing members of the board of
directors under AS 21.55.020;

(4) establish regular places and times for meetings of the board of directors;

(5) establish procedures for records to be kept of all financial transactions of the
association, its agents, and the board of directors;

(6) provide that a member insurer aggrieved by a final action or decision of the
association may appeal to the director within 30 days after the action or decision;

(7) establish procedures whereby selections for the board of directors will be

submitted to the director,
(8) contain additional provisions necessary or proper for the execution of the

powers and duties of the association.
Sec. 21.55.050. ADMINISTRATIVE PROCEDUREACT. The association isexempt

from the Administrative Procedure Act (AS 44.62).
Sec. 21.55.060. TAX EXEMPTION. The association is exempt from the payment of fees

and taxes levied by the state or any of its political subdivisions except taxes levied on real or

personal property.
ARTICLE 2. STATE HEALTH INSURANCE PLANS.

Sec. 21.55.100. TYPES ofF INSURANCE PLANS, (a)The association shall make

available to residents who are high risks an individual state plan of health insurance. The
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association shall offct three alternatives related to deductibles as described in AS 21.55.120'andt

may offer additional deductible alternatives.”

(b) The association shall make available to residents who are high risks,’ eligible for and e

*

covered by Medicare', 65 years of age or older/ and eligible under this chapter at least one
Medicare supplement plan that meets the minimum policy standards and minimum benefit
standards established by regulations adopted by the director under AS 21.89.060.

(c) The association may not refuse to offer coverage under a state plan to residents who
are high risks and who are eligible under this chapter. The association may not refuse coverage
under a state plan to residents who are high risks, are eligible under this chapter, apply for
coverage, and pay the required premium.

Sec. 21.55.110. MINIMUM BENEFITS OF STATE HEALTH INSURANCE PLAN.
Except as provided in AS 21.55.120 - 21.55.140, the minimum standard benefits of a health
insurance plan offered under AS 21.55.100(a) shall be benefits with a lifetime maximum of
$1,000,000 per individual for usual, customary, reasonable, or prevailing charges or, when
applicable, the allowance agreed upon between a provider and the writing carrier for charges, for
the following medical services performed for an individual covered by the plan for the diagnosis
or treatment of nonoccupational disease or nonoccupational injury:

(1) hospital services;

(2) subject to the limitations of AS 21.36.090(d), professional services that ?re
rendered by a physician or by aregistered nurse at the physician’s direction, other than services
for mental or dental conditions;

(3) the diagnosis or treatment of mental conditions, as defined in regulations of
the director, rendered during the year on other than an inpatient 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 maximum of 270 visits in a calendar year
if the services commence within seven days following confinement in a hospital or skilled
nursing facility of at least three consecutive d  for the same condition, except that in the case

of an individual diagnosed by a physician as a., .tinally ill with aprognosis of six months or less
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to live, the home health agency services may commence irrespective of whether the covered
person was previously confined or, if the covered person wes confined, irrespective of the seven-
day period, and die yearly benefit for medical social services may not exceed $200;

(7) hospice services for up to six months in a calendar year;

(8) use of radium or odier raioactive materials;
(9) outpatient chemotherapy:

(10) oxygen:

(11) anesthetics,

(12) nondental prosthesis and maxillo-facial prosthesis used to replace any
anatomic structure lost during treatment for head and neck tumors or additional appliances
essential for the support of the prosthesis;

(13) rental, or purchase if purchase is more cost effective than rental, of durable
medical equipment that has no personal use in the absence of the condition for which it was
prescribed;

(14) diagnostic x-rays and laboratory tests;

(15) oral surgery for excision of partially or completely unerupted impacted teeth
or excision of a tooth root without the extraction of the entire tooth;

(16) services of a licensed physical therapist rendered under the direction of a
physician;

(17) transportation by a local ambulance operated by licensed or certified
personnel to the nearest health care institution for treatment of the iliness or injury and round trip
transportation by air to the nearest health care institution for treatment of the 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 accompanying the child may be paid if the
attending physician certifies the need for the accompaniment;

(18) confinement in a licensed or certified facility established primarily for the
treatment of alcohol or drug abuse or in a pan of a hospital used primarily for this treatment, for
a period of at least 45 days within any calendar year,

(19) alternatives to inpatient services as defined by the association in the state
plan henefits;

(20) second surgical opinions,
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(21) other services that are medically necessary in the treatment or diagnosis of
an illness or injury as may be designated or approved by the director.

Sec. 21.55.120. DEDUCTIBLES AND COPAYMENTS, (a) A state plan other than a
Medicare supplement plan may require deductibles of $200 a person, $500 a person, or $1,000
a person. The amount of the deductible may not be greater when a service is rendered on an
outpatient basis than when that service is offered on an inpatient basis. Expenses incurred during
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
$200 maximum, the $500 maximum, and the $1,000 maximum may be adjusted yearly to corre-
spond with the change in the medical care component of the Consumer Price Index, as adjusted
by the director. The base year for the computation shall be the first full calendar year of
operation of the association.

(b) A state plan other than a Medicare supplement plan shall require a maximum
copayment of 20 percent for charges for all types of health care in excess of the deductible and
50 f ercent for services described in AS 21.55.110(3) in excess of the deductible.

(c) The sum of the deductible and copayments required in any calendar year under a plan
may not exceed a maximum limit of $2,000 per covered individual. Covered expenses incurred
after the applicable maximum limit has been reached shall be paid at the rate of 100 percent of
usual, customary, reasonable, or prevailing charges, except that expenses incurred for treatment
of mental and nervous conditions shall be paid at the rate of 50 percent. The $2,000 maximum
shall be adjusted yearly to correspond with the chnge in the medical care component of the
Consumer Price Index as adjusted by the director.

(d) In this section, "Consumer Price Index" means the Consumer Price Index for all
urban consumers for the Anchorage Metropolitan Area compiled by the Bureau of Labor
Statistics, United States Department of Labor.

Sec. 21.55.130. PREEXISTING CONDITIONS, (a) A preexisting condition exclusion
in a state plan may not exclude coverage of a preexisting condition unless

(1) the condition first manifested itself within the period of three months
immediately before the effective date of coverage in a manner that would cause a reasonably
prudent person to seek diagnosis, care, or treatment; or

(2) medical advice or treatment was recommended or received within the period

-6-
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of three months immediately before the effective dateof coverage.
(b) A policy may not exclude coverage for a loss due to preexisting conditions for a
period greater dian six months following the effective date of coverage.
(c) A state plan issued to a person whose previous subscriber contract, health policy, or
Medicare supplement policy was involuntarily terminated shall credit the time covered under the
previous contract or policy toward an exclusion for preexisting conditions under the state plan
if the previous contract or policy had a similar preexisting condition exclusion and die person
applies for a state plan within 31 days after termination of the previous contract or policy. If a
person covered by this subsection is accepted by the writing carrier and pays a specified premium
for retroactive coverage, the state plan is effective retroactively to the date that the person’s
previous contract or policy terminated.
Sec. 21.55.140. PERSONS, CARE, AND SERVICES NOT COVERED, (a) 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’ compensation or similar law or where the benefit is available to be provided
under a workers’ compensation policy or equivalent self-insurance to a sole proprietor,
business partner, or corporation officer, or

(B) to the extent benefits are payable without regard to fault under a
coverage statutorily required to be contained in a motor vehicle or other liability insurance
policy or equivalent self-insurance;

(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 structure removed
during treatment of tumors;

(3) travel, other than transportation covered under AS 21.55.110(17);

(4) private room accommodations to the extent it 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 reasonable 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 specified in AS 21.55.110(12) and (2) of this
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1 section,
2 (7) services or articles that are not within the scope of the license or certificate
3 of the institution or individual rendering the services or articles;
4 (8) services or articles furnished, paid for or reimbursed direcdy by or under any
5 law of a government, except as otherwise provided in this chapter;
-6 (9) services or articles for custodial care or designed primarily to assist an
7 individual in the activities of daily living; «o*>
8 (10) service charges that would not have been made if no insurance existed or that  »ddc
9 the covered individual is not legally obligated to pay;
10 (11) eyeglasses, contact lenses, or hearing aids or the fitting of them;
1 (12) dental care not specifically covered by this chapter;
12 (13) services of a registered nurse who ordinarily resides in the covered
13 individual’s home, or who is a member of the coveredindividual’sfamily or thefamily of the
14 covered individual's spouse;
15 (14) experimental procedures; and
16 (15)services and supplies for which the patient was not charged.
17 (b) A state plan may not provide coverage for a person eligible for major medical
18 coverage under
19 (1) another state or federal law, including veterans' benefits. Native health care,
20 or Medicaid; or
21 " (2) another health benefit program, including a self-insurance plan/ health care
22 trust, or welfare trust. *
23 Sec. 21.55.150. STATE PLAN PREMIUMS, (a) The association may not charge arate~r”
v for coverage issued by or through the association that isexcessiveinadequate, orunfairly
discriminatory.
26 (b) The association shall use separate scales of premium rates based on age and
27 geographic location of the insured.
28 (c) The five members of the association that insure, or have subscriber contracts with,
29 the largest number of individuals in the state under plans with benefits substantially equivalent
30 to the state plan benefits shall submit to the association an estimate of the rate that would be
131 actuarially sound for a person who is a standard risk for coverage substantially equivalent to the
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state plan. The premium for a state plan may not exceed 150 percent of the average of those five
estimates.
ARTICLE 3. ADMINISTRATION OF PLANS.

Sec. 21.55.200. SELECTION OF WRITING CARRIERS. The association shall develop
bid specifications for members that wish to be selected as a writing carrier to administer astate
plan. The selection of the writing carrier shall be based upon criteria including the member's
proven ability to handle alarge number of health insurance cases or subscribe) 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
perform 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 request to terminate within 90
days of its receipt. A failure to make a final decision on a request to terminate within the
specified period shall be considered an approval. Six months before the expiration of each three-
year period, the association shall invite submissions of policy forms from members of the
association, including the writing carrier. The association shall follow the provisions of
AS 21.55.210 in selecting a writing carrier for the subsequent three-year period.

(b) The writing carrier shall provide to all eligible persons enrolled in a state plan an
individual policy or certificate, setting out a statement of the insurance protection to which the
person is entitled, with whom claims are to be filed, and to whom benefits are payable. The
policy or certificate must indicate that coverage was obtained through the association.

(c) The writing carrier shall submit to the association and the director on aquarterly basis
a report on the operation of the state plans. Specific information to be contained in the report

shall be determined by the association.
(d) Claims shall be paid by the writing carrier and shall indicate that the claim was paid

under a state plan. A claim payment shall include a telephone number that can be used for
inquiries regarding the claim.

(e) The writing carrier shall be reimbursed from the state plan premiums received for its
direct and indirect expenses for administering the plan. Direct and indirect expenses shall include
a pro rata reimbursement for that portion of the writing carrier’'s administrative, printing, claims

administration, management and building overhead expenses that are assignable to the
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maintenance and administration of the state plans. The association shall approve cost accounting
methods to substantiate the writing carrier's cost repons consistent with generally accepted
accounting principles. Direct and indirect expenses may not include caosts directly related to the
original submission of policy forms before selecuon as the writing carrier.

(f) The writing carrier shall at all times when carrying out its dudes under this chapter
be considered an agent of the association.

Sec. 21.55.220. OPERATION OF THE PLAN, (a) Upon nodficauon of eligibility under
AS 21.55.320, a person may enroll in a state plan by payment of the appropriate state plan
premium to the writing carrier.

(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 direcdy to the wridng carrier.

(c) Each member of the associarion 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 expenses 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 administrative expenses of the
association in an amount equal to the ratio of the member’s total fees for subscriber contracts or
total health insurance premiums, received from or on behalf of state residents, as divided by the
total subscriber fees and health insurance 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 member’s liability, if any,
and may make an annual fiscal year end assessment if necessary. The association 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 expenses of the state plans and operating and administrative expenses of the
association until the association’s next annual fiscal year end assessment. Payment of an
assessment is due within 30 days of receipt by a member of written notice of a fiscal year end
or interim assessment. Failure by a member to tender to the association the assessment within
30 days shall be grounds for revocation of a member’s certificate of authority. A member that

ceases to do health insurance business in the state, or ceases to offer subscriber contracts in the
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state, due to revocation, suspension, or voluntary surrender of its certificate of authority remains
liable for assessments through the calendar year that the health insurance business ceased. The
association may decline to levy an assessment against a member if the assessment would not
exceed $10. Assessments paid by a member are a general expense of tne member.

() Net gains, if any, from the operation of the state plans shall be held at interest and
used by the association to offset future losses due to claims expenses of a state plan or allocated
to reduce state plan premiums.

ARTICLE 4. ENROLLMENT IN THE STATE HEALTH INSURANCE PLAN.

Sec. 21.55.300. ELIGIBILITY FOR STATE HEALTH INSURANCE, (a) Except as
provided in (b) of this secdon, a state resident who is a high risk is eligible to enroll in a state
plan described in AS 21.55.100.

(b) A person may not be covered by the state plan while covered by another health
insurance policy or subscriber contract. Upon ceasing to be aresident a person is not eligible
to purchase or renew coverage under a state plan, but previously purchased coverage remains in
effect for the period covered by payments made while a resident.

(c) Additional eligibility requirements may not be imposed by the director, the
association, or a writing carrier.

Sec. 21.55.310. ENROLLMENT BY AN ELIGIBLE PERSON. A person may enroll in
a state plan by applying to the writing carrier. The application 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;
(3) information relevant to whether the person is a high risk.

Sec. 21.55.320. WRITING CARRIER’S RESPONSE. Within 30 days after receiving the
certificate described in AS 21.55.310, the writing carrier shall either 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(c), insurance under a state plan is effective immediately upon
receipt of the first quarterly premium, and is retroactive to the date of the application, if the
applicant otherwise complies with the requirements of this chapter.

(b) Insurance under a state plan is effective retroactively to the date that the person's
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1 previous contract or policy terminated if the person
2 (1) applies for a state plan within 60 days after the previous contract or policy
3 terminated;
4 (2) is accepted by the writing carrier; and
5 (3) pays a specified premium for the period of retroactive coverage.
6 Sec. 21.55.340. SOLICITATION OF ELIGIBLE PERSONS, (a) The association, under
7 a plan approved by the director, shall disseminate appropriate information to the residents of die
8 state regarding the existence of the state plans and the means of enrollment. Means of
9 communication may include use of the press, radio, and television, as well as publication in
10 appropriate state offices and publications.
11 (b) The association shall devise and implement means of maintaining public awareness
12 of the provisions of this chapter regarding the state plans and shall administer this chapter in a
13 manner that facilitates public participation in the state plans.
14 (© A person may not sell or market a qualified state plan unless the person is acting *
15 within the scope of ~license issued in this state.
16 (d) An insurer or hospital or medical service corporation that rejects or applies t
17 underwriting restrictions to an applicant for a subscriber contract, a health insurance policy, or
18 a Medicare supplement plan in the state shall notify the applicant of the existence of the state
19 plans, the requirements for being accepted, and the procedure for applying.
20 ARTICLE 5. GENERAL PROVISIONS.
21 Sec. 21.55.400. DUTIES OF DIRECTOR. The director may
22 (1) approve the selection of the writing carrier by the association and approve the
23 association’s contract with the writing carrier including the coverages and premiums to be
24 charged,
25 (2)contract with the federal government or another unit of government to ensure
26 coordination of the state plans with other governmental assistance programs;
27 (3) undertake directly or through contracts with other persons studies or
28 demonstration programs to develop awareness of the benefits of this chapter, and
29 (4) adopt regulations necessary to administer this chapter.
30 Sec. 21.55.410. STATE NOT LIABLE. The state is not liable for acts or omissions of
31 the association or a writing carrier under this chapter, nor is the state liable for payment of a
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1 claim under a state plan issued by a writing carrier.

2 Sec. 21.55.500. DEFINITIONS. In this chapter

3 (1) "association" means the Comprehensive Health Insurance Association created

4 in AS 21.55.010;

5 (2) "copayment"” means the portion of the eligible expenses, in excess of me

6 deductible, for which the insured is responsible;

7 (3) "deductible" means the portion of eligible expenses for which the insured is

8 responsible in each calendar year under AS 21.55.120(a);

9 (4) "health insurance” means an individual or group contract or other plan
10 providing coverage of health care services that is issued by a health insurance company, a
11 hospital service corporation, a medical service corporation, or a health maintenance organization;
12 "health insurance” includes disability insurance under AS 21.12.050;

13 (5 "home health agency services" means any of the following services provided

14 upon recommendation of a licensed physician as part of a treatment plan:

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

16 nurse or a licensed practical nurse, that are provided to a person under the continued

17 direction of the person’s physician and within the limitation of the nurse’s license;

18 (B) nursing services that are provided to a person at the person’s

19 residence, including a residential care facility or adult boarding home; a hospital, skilled

20 nursing facility or intermediate care facility is not considered a residence;

21 (C) home health aide services that are prescribed by and under the

22 continued direction of a physician and supervised by a professional nurse;

23 (D) home health aide services that are provided to a person at the person’s

24 residence, as described in (B) of this paragraph;

25 (E) physical and occupational therapy services, speech pathology, and

26 audiology services that are prescribed by a physician and provided to a person by or

27 under the supervision of a qualified practitioner, these services may be provided to a

28 person who is a patient in an intermediate care facility or skilled nursing facility;

29 (6) "hospice services" means services provided under a coordinated comprehensive

30 program of palliative and supportive care on a 24-hour, seven days per week basis for persons

31 who have been diagnosed as terminally ill and their families by an interdisciplinary team of
-13- CSSB 74(HES)
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professionals or volunteers under an incorporated centraladministration that has a physician as
medical director,

(7) "major medical coverage" means a health insurance contract, or a subscriber
contract, that provides benefits for hospital and medical care withpotential lifetime maximum
benefits per insured of at least $10,000;

(8 "medical social services" means services rendered the patient under the
direction of a physician by aqualified social worker holding a master’'s degree from an accredited
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
utilization of community resources to assist in resolving the problems, and participation in the
development of treatment for the covered person,

(9) "resident" means a person 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; "resident” also includes a person who is not
physically present in the state if the person lived in the state for at least six of the nine months
immediately preceding application for a state plan and the person’s absence from the state is for
medical treatment or education; a person ceases to be a resident if the person is absent from the
state for more than 90 consecutive days for reasons other than for medical treatment or education;

(10) "residents who are high risks" means residents who

(A) have been rejected for medical reasons after applying for a subscriber
contract, a policy of health insurance, or a Medicare supplement policy by at least two
association members within the six months immediately preceding the date of application
for a state plan; medical reasonsmay include preexisting medical conditions, a family
history that predicts future medical conditions, or an occupation that generates a frequency
or severity of injury or disease that results in coverage not being generally available; or

(B) have had a restrictive rider placed on a subscriber contract, a health

insurance policy, or a Medicare supplement policy that substantially reduces coverage; A
] N

awnnng earner;
(12) "usual, customary, reasonable, or prevailing charge” means the chargefor

a medical care procedure, sendee, or supply item that is the lowest of the following amounts:
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(A) the billed amount for the medical service provider’'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 charges made for the same
medic-\I procedure, service, or supply item in thesamegeographical area by other
providers that have performed the same procedure orservice or canprovide the same
supply item;

(13) "writing carrier" means the insurer or insurers selected by die association and

© 00 N o O N WN e

approved by the director to administer a state plan.
10 * Sec. 3. The association established by sec. 2 of this Act shall make available to residents the plans

11 required by AS 21.55.100, enacted in sec. 2 of this Act, by January 1, 1993.
12 * Sec. 4. This Act takes effect immediately under AS 01.10.070(c).
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SENATE BILL NO. 74
IN THE LEGISLATURE OF THE STATE OF ALASKA

SEVENTEENTH LEGISLATURE - FIRST SESSION

UY SENATOR KERTTULA

Introduced: 1/22/91
Referred: 1.&C and Finance

A BILL
FOR AN ACT ENTITLED

"An Act relating to pooled health insurance for individuals who are uninsured or denied

12 adequate coverage; and providing for an effective date."
.

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

* Section I. PURPOSE. It is the purpose of this Act to provide access to health insurance to all

residents of the state who are presendy denied adequate health insurance or who are considered

uninsurable.
* Sec. 2. AS 21 is amended by adding a new chapter to read:
CHAPTER 55. STATE HEALTH INSURANCE,
ARTICLE 1 COMPREHENSIVE HEALTH INSURANCE ASSOCIATION.

Sec. 21.55.010. CREATION; MEMBERSHIP. There is established a nonprofit
incorporated legal entity to be known as the Comprehensive Health Insurance Association.
Membership consists of all licensed hospital or medical service corporations in the state that offer
subscriber contracts for major medical coverage and all insurers licensed to transact health

insurance in the state that offer policies for major medical coverage on an expense incurred basis.
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All members shall maintain membership in the association as a condition ot doing health |
insurance business, or being able to offer subscriber contracts, in the state.

Sec. 21.55.020. BOARD OF DIRECTORS; ORGANIZATION. The board of directors
of the association shall be made up of seven individuals selected by participating 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 member of the board. In determining voting rights
a members’ meetings, a member is entitled to vote in person or proxy. The vote shall be a
weighted vote based upon the member's premiums for health 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 board, the director shall consider, among other things, whether all
types of participating members are fairly represented. Members of the board other than the
director or the director’s designee may be reimbursed from the association for expenses incurred
by them as members, but may not otherwise be compensated by the association for their services.
The costs of conducting meetings of the association and its board of directors shall be borne by
members of the association.

Sec. 21.55.030. GENERAL POWERS. The association may

(1) exercise the powers granted to insurers under the laws of the state;

(2) sue or be sued;

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

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

Sec. 21.55.040. PLAN OF OPERATION, (a) The association shall submit to the
director a plan of operation and amendments necessary or suitable to assure the fair, reasonable,
and equitable administration of the association. The plan of operation and amendments become
effective upon approval in writing by the director. If the association fails to submit a suitable
plan of operation by a date that is 180 days after the effective date of this Act, or if at subsequent
time the association fails to submit suitable amendments to the plan, the director may, after notice
and hearing, adopt reasonable regulations necessary or advisable to effectuate the provisions of

this chapter. These regulations shall continue in force until modified by the director or
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1 superseded by a plan submitted by the association and approved by the director.

2 (b) Ail members of the association shall comply with the plan of operation.

3 (c) The plan of operation shall

4 (1) establish procedures whereby all the powers and duties of the association
5 under this chapter will be performed,;

6 (2) establish procedures for handling assets of the association;

7 (3) establishthe amount and method of reimbursing members of the board of
8 directors under AS 21.55.020;

9 (4) establishregular places and timesfor meetings of the board of directors;
10 (5) establish procedures for records tobe kept of all Financial transactions of the
n association, its agents, and the board of directors;
12 (6) provide that a member insurer aggrieved by a Fnal action or decision of the
13 association may appeal to the director within 30 days after the action or decision;
14 (7) establish procedures whereby selections for the board of directors will be
15 submitted to the director;
16 (8 contain additional provisions necessary or proper for the execution of the
17 powers and duties of the association.
IS Sec. 21.55.050. ADMINISTRATIVE PROCEDURE ACT. The association is exempt
19 from the Administrative Procedure Act (AS 44.62).
20 Sec. 21.55.060. TAX EXEMPTION. The association is exempt from the payment of fees
21 and taxes levied by the state or any of its political subdivisions except taxes levied on real or
22 personal property.
23 ARTICLE 2. STATE HEALTH INSURANCE PLANS.

24 Sec. 21.55.100. TYPES OF INSURANCE PLANS, (a) The association shall make
25 available to residents who are high risks an individual state plan of health insurance. The
26 association shall offer three alternatives related to deductibles as described in AS 21.55.120.
27 x 1,i: (b) The association shall make available to residents who are high risks and 65 years of

28 ' ageorolder a Medicare supplement plan that meets the minimum policy standards and minimum

29 beneFit standards established by regulations adopted by the director under AS 21.89.060,

30 (c) The association may not deny coveiage under a state plan to a resident who satisHes

3 the requirements of AS 21.55.300 - 21.55.310. The association shall determine whether a person
L'p
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is a high risk in accordance with AS 21.55.500(9) and the director's regulations.

Sec. 21.55.110. MINIMUM BENEFITS OF STATE HEALTH INSURANCE FLAN.
Except as provided in AS 21.55.120 - 21.55.140. the minimum standard benefits of a health
insurance plan offered under AS 21.55.100(a) shall be benefits yvith a lifetime maximum of
$1,000,000 per individual for usual, customary, reasonablg, <JrJ prevailing charges or. when
applicable, the allowance agreed upon between a provider and the writing carrier for charges, for
the following medical services performed for an individual covered by the plan for the diagnosis
or treatment of nonoccupational disease or nonoccupational injury:

(1) hospital services;

(2) subject to the limitations of AS 21.36.090(d), professional services that are
rendered by a physician or by a registered nurse at the physician’s direction, other than services
for mental or dental conditions;

(3) the diagnosis or treatment of mental conditions, as defined in regulations of
the director, rendered during the year on other than an inpatient 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 amaximum of 270 visits in a calendar year
if the services commence within 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 anindividual diagnosed by a physician as terminally ill with a prognosis of six months or less
to live,the home health agency services may commence irrespective of whether the covered
person was previously confined or, if the covered person was confined, irrespective of the seven-
day period, and the yearly benefit for medical social services may not exceed $200;

(7) hospice services for up to six months in a calendar year;

8) use of radium or other radioactive materials;
9) outpatient chemotherapy;

10) oxygen;

11) anesthetics;

(12) nondental prosthesis and maxillo-facial prosthesis used to replace any

(
(
(
(
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anatomic structure lost during treatment for head and neck tumors or additional appliances

12 essential for the support of the prosthesis;
|3 (13) rental, or purchase if purchase is more cost effective than rental, of durable
| 4 medical equipment that has no personal use in the ahsence of the condition for which it wes
\ 5 prescribed.
, 6 (14) diagnosuc x-rays and laboratory tests;
i 7 (15) oral surgery for excision of partially or completely unerupted impacted teeth
8 or excision of a tooth root without the extraction of the entire tooth;
9 (16) services of a licensed physical therapist rendered under the direction of a
10 physician;
i (17) transportation by a local ambulance operated by licensed or certified
12 personnel to the nearest health care institution for treatment of the illness or injury and round trip
\jIS transportation by air to the nearest health care institution for treatment of the illness or injury if
14 the treatment is not available locally; if the patient is a child under 12 years of age, the
Y15 transportation charges of a parent or legal guardian accompanying the child - may be paid if the
16 attending physician certifies the need for the accompaniment;
i (18) confinement in a licensed or certified facility established primarily for the
18 treatment of alcohol or drug abuse or in a pan of a hospital used primarilyfor thistreatment, ~ for
1 a period of at least 45 days within any calendar year;
0 (19) alternatives to inpatient services as defined by the association in the state
2 plan benefits;
) (20) second surgical opinions;
23 (21) other services that are medically necessary in the treatment or diagnosis of
24 an illness or injury as may be designated or approved by the director.
25 Sec. 21.55.120. DEDUCTIBLES AND COPAYMENTS, (a) A state plan other than a
26 Medicare supplement plan may require deductibles of $200 a person, $500 a person, or $1,000
2 a person.  The amount of the deductible may not be greater when a service is rendered on an
28 outpatient basis than when that service is offered on an inpatient basis. Expenses incurred during
2 the last three months of a calendar year and actually applied to an individual's deductible for that
30 year shall also be applied to that individual's deductible in the following calendar year. The
3 $200 maximum, the $500 maximum, and the $1,000 maximum may be adjusted yearly to corre-
SBO0T4A 5 SB 74
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spend with the change In the medical care component of the Consumer Price Index, as adjusted
by the director. The hase year for the computation shall be the first full calendar year of
operation of the association.

(b) A state plan other than a Medicare supplement plan shall require a maximum
copayment of 20 percent for charges for all tpes of health care in excess of the deductible and
50 percent for services described in AS 21.55.110(3) in excess of the deductible.

(c) The sumof the deductible and copayments required in any calendar year under a plan
may not exceed a maximum limit of $2,000 per covered individual. Covered expenses incurred
after the applicable maximum limit has been reached shall be paid at the rate of 100 percent of
usual, customary, reasonable, or prevailing charges, except that expenses incurred for treatment
of mental and nervous conditions shall be paid at the rate of 50 percent. The $2,000 maximum
shall be adjusted yearly to correspond with the change in the medical care component of the
Consumer Price Index as adjusted by the director.

(d) In this section, “Consumer Price Index" means the Consumer Price Index for all
urban consumers for the Anchorage Metropolitan Area compiled by the Bureau of Labor
Statistics, United States Department of Labor.

Sec. 21.55.130. PREEXISTING CONDITIONS, (a) A preexisting condition exclusion
In a state plan may not exclude coverage of a preexisting condition unless Cs' 0"

(1) the condition first manifested itself within the period of three™months
immediately before the effective date of coverage in a manner that would cause a reasonably
prudent person to seek diagnosis, care, or treatment; or

(2) medical advice or treatment was recommended or received within the period
of three months immediately before the effective date of coverage.

(b) A policy may not exclude coverage for a loss due to preexisting conditions for a
period greater than six months following the effective date of coverage.

(c) A state plan issued to a person whose previous subscriber contract, health policy, or
Medicare supplement policy was involuntarily terminated shall credit the time covered under the
previous contract or policy toward an exclusion for preexisting conditions under the state plan
if the previous contract or policy had a similar preexisting condition exclusion and the person
applies for a state plan within 31 days after termination of the previous contract or policy. If a
person covered by this subsection is accepted by the writing carrier and pays a specified premium

6" SBO074A
New Text Underlined [DELETED TEXT BRACKETEDI



for retroactive coverage, the state plan is effective retroactively to the date that the person’s
previous contract or policy terminated.

Sec. 21.55.140. CARE AND SERVICES 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' compensation or similar law or where the benefit is required to be provided
under a workers' compensation policy to a sole proprietor, busingss partner, or
corporation officer; or

(B) to the extent benefits are payable without regard to fault under a
coverage statutorily required to be contained in @ motor vehicle or other liability insurance
policy or equivalent self-insurance;

(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 structure removed
during treatment of tumors;

(3) travel, other than transportation covered under AS 21.55.110(17);

(4) private room accommodations to the extent it s 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 reasonable 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 specified 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 Iinstitution 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 assist an
individual in tht activities of daily living;

(10) service charges that would not have been made if no insurance existed or that
the covered individual is not legally obligated to pay;
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(11) eyeglasses, contact lenses, or hearing aids or the fitting of them

(12) dental care not specifically covered by this chapter.

(13) services of a registered nurse who ordinarily resices in the covered
individual's home, or who is a member of the covered individual's family 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) The association may not charge a rate
for coverage issued by or through the association that is excessive, inadequate, or unfairly
discriminatory.

(b) The association shall use separate scales of 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 with 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 125 percent of the average of those five
estimates. o

ARTICLE 3. ADMINISTRATION OF PLANS.

Sec. 21.55.200. SELECTION OF WRITING 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 handlle a large number of health 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
perform 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 request to terminate within 90
days of its receipt. A failure to make a final decision on a request to terminate within the
specified period shall be consiclered an approval. Six months before the expiration of each three-
year period, the association shall invite submissions of policy forms from members of the
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association, including the writing carrier. The association shall follow the provisions of
AS 21.55.210 in selecting a writing carrier for the subsequent three-year period,

(b) The writing carrier shall provide to all eligible persons enrolled in a state plan an
individual policy or certificate, setting out a statement of the insurance protection to which the
person is entitled, with whom claims are to be filed, and to whom benefits are payable. The
policy or certificate must indicate that coverage was obtained through the association.

(c) The writing carrier shall submit to the association and the director on aquarterly basis

a report on the operation of the state plans. Specific information to be contained in the report

shall be determined by the association.

(d) Claims shall be paid by the writing carrier and shall indicate that the claim was paid
under a state plan. A claim payment shall include a telephone number that can be used for
inquiries regarding the claim.

() The writing carrier shall be reimbursed from the state plan premiums received for its
direct and indlirect expenses for administering the plan. Direct and indirect expenses shall include
a pro rata reimbursement for that portion of the writing carrier's administrative, printing, claims
administration, management and building overhead expenses that are assignable to the
maintenance and administration of the state plans. The association shall approve cost accounting
methods to substantiate the writing earner's cost reports consistent with generally accepted
accounting principles. Direct and indirect expenses may not include costs directly related to the
original submission of policy forms before selection as the writing carrier.

(f) The writing carrier shall at all times when carrying out its duties under this chapter
be considered an agent of the association.

Sec. 21.55.220. OPERATION OF THE PLAN, (a) Upon notification of eligibility under
AS 21.55.320, a person may enroll in a state plan by payment of the approprlate state plan
premium to the writing carrier.

(b) Anemployer 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 association 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 expenses 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
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n*u
allocated to the paymettt o! benefits shall be the liability of the members. Each member shall

share in the claims expense of the state plans anil operatmu and administrative expenses m the

3 association in an amount equal to the ratio of the member's total fees for subscriber contracts or
4 total health insurance premiums, received from or on behalf of state residents, as divided by the
5 total subscriber fees and health insurance premiums received by all members from or on behalf
6 of state residents, as determined by the director. f I
7 (d) The association shall make tin annual determination of each member's Iia]LCIb'iITty, i;'é%y,
J* and may make an annual fiscal year end assessment if necessary. The association may also,
) subject to the approval of the director, provide for interim assessments against the members as
'10 may be necessary to assure the financial capability of the association in meeting the incurred or
[In estimated claims expenses of the state plans and operating and administrative expenses of the
12 association until the association’s next annual fiscal year end assessment. Payment of an
13 assessment is due within 30 days of receipt by a member of written notice of a fiscal year end |
14 or interim assessment. Failure by a member to tender to the association the assessment within |
ﬁ15 30 days shall be grounds for revocation of a member’s certificate of authority. A member that
10 ceases to do health insurance business in the state, or ceases to offer subscriber contracts in the
7 state, due to revocation, suspension, or voluntary surrender of its certificate of authority remains
'8 liable for assessments through the calendar year that the health insurance business ceased. The
mno association may decline to levy an assessment against a member if the assessment would not
II2.0 exceed $10. Assessments paid by a member are a general expense of the member.
121 ()] Net gains, if any, from the operation of the state plans shall be held at interest and
22 used by the association to offset future losses due to claims expenses of a state plan or allocated
i{23 to reduce state plan premiums.
24 ARTICLE 4. ENROLLMENT IN THE STATE HEALTH INSURANCE PLAN.
[25 Sec. 21.55.300. ELIGIBILITY FOR STATE HEALTH INSURANCE, (a) Except as
26 provided in (b) of this section, a state resident who is a high risk is eligible to enroll in a state
||27 plan described in AS 21.55.100.
28 (b) A person may not be covered by the state plan while covered by another health
) insurance policy or subscriber contract. Upon ceasing to be a resident a person is not eligible
Bo to purchase or renew coverage under a state plan, but previously purchased coverage remains in
131 effect for the period covered by payments made while a resident.

p W
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(c) Additional eligibility requirements may not be imposed by the director, the

<

association, or a writing ‘carrier. y >

Sec. 21.55.310. ENROLLMENT BY AN ELIGIBLE PERSON. A person may enroll in

a state plan by applying to die writing carrier. idlie application must include the following:
(1) name, address, age, and length of residency of the applicant;
(2) adesignation of the plan desired, including deductible option chosen;
(3) information relevant to whether the person is a high risk.

Sec. 21.55.320. WRITING CARRIER’S RESPONSE. Within 30 days after receiving the
certificate described in AS 21.55.310, the writing carrier shall either reject theapplication for
failing to comply with the requirements of AS 21.55.300 and 21.55.3100r forward theeligible
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(c), insurance under a stateplan is effective immediately upon
receipt of the first quarterly premium, and is retroactive to the date of the application, if the
applicant otherwise complies with the requirements of this chapter.

(b) Insurance under a state plan is effective retroactively to the date that the person’s
previous contract or policy 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 period of retroactive coverage.

Sec. 21.55.340. SOLICITATION OF ELIGIBLE PERSONS, (a) The association, under
a plan approved by the director, shall disseminate appropriate information to the residents of the
state 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 publication in
appropriate state offices and publications.

(b) The association shall devise and implement means of maintaining public awareness
of the provisions of this chapter regarding the state plans and shall administer this chapter in a
manner that facilitates public participation in the state plans.

(c) Selling or markeung of qualified state plans is limited to licensed health insurance

agents.
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(d) An insurer or hospital or medical service corporation that rejects or applies

underwriting restrictions to an applicant for a subscriber contract, a health insurance policy, or

3 a Medicare supplement plan in "he state shall notify the applicant of the existence of the state
4 plans, the requirements for being accepted, and the procedure for applying.
5 ARTICLE 5. GENERAL PROVISIONS.

(i Sec. 21.55.400. DUTIES OF DIRECTOR. The director may

7 (1) approve the selection of the writing carrier by the association and approve the
8 (Nassociation’s contract with the writing carrier including the coveragtes and premiums to be
9 éharged;
10 _(_2) contract with the federal government or another unit of government to ensure
1 coordination of the state plans with other governmental assistance programs;
12 (3) ' undertake directly or through contracts with other persons studies or
13 demonstration programs to develop awareness of the benefits of this chapter; and
14 (4) adopt regulations necessary to administer this chapter.
15 Sec. 21.55.410. STATE NOT LIABLE. The state is not liable for acts or omissions of
16 the association or a writing carrier under this chapter, nor is the state liable for payment of a
17 claim under a state plan issued by a writing carrier.
18 Sec. 21.55.500. DEFINITIONS. In this chapter
'|!19 (1) "association" means the Comprehensive Health Insurance Association created
20 in AS 21.55.010;
21 (2) "copayment" means the portion of the eligible expenses, in excess of the
22 deductible, for which the insured is responsible;
ijB3 (3) "deductible" means the portion of eligible expenses for which the insured is
a2 responsible in each calendar year under AS 21.55.120(a);
u (@ "health insurance” means an individual or group contract or other plan
i‘I|26 providing coverage of health care services that is issued by a health insurance company, a
o /4 hospital service corporation, a medical service corporation, or a health maintenance organization;
128 "health insurance" includes disability insurance under AS 21.12.050;
I129 (5 "home health agency services" means any of the following services provided
130 upon recommendation of a licensed physician as pan of a treatment plan:
131 (A) intermittent or part-time nursing services of a registered professional
SB 74 SBGO74A
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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 license;

(B) nursing services that are provided to a person at the person’'s
residence, including a residential care facility or adult boarding home; a hospital, skilled
nursing facility or intermediate care facility is not considered a residence;

(C) home health aide services that are prescribed by and under the
continued direction of a physician and supervised by a professional nurse;

(D) home health aide services that are provided 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 physician and provided to a person by or
under the supervision of a qualified practitioner; these services may be provided to a
person who is a patient in an intermediate care facility or skilled nursing facility;

(6) "hospice services" means services provided under acoordinated comprehensive
program of palliative 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 under an incorporated central administration that has a physician as
medical director;

(7) "major medical coverage" means a health insurance contract, or a subscriber
contract, that provides benefits for hospital and medical care with potential lifetime maximum
benefits per insured of at least $10,000;

(8 "medical social services" means services rendered the patient under the
direction of aphysician by a qualified social worker holding a master’s degree from an accredited
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
utilization of community resources to assist in resolving the problems, and participation in the
development of treatment for the covered person;

(9) ‘"resident” means a person 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; "resident” also includes a person who is not

physically present in the state if the person lived in the state for at least six of the nine months

SB0074A o 3* SB 74

New Text Underlined (DELETED TEXT BRACKETED/



1 immediately preceding application for a state plan and the person’s absence from the state is for
2 medical treatment or education; a person ceases to be a resident if the person is absent from the
d state for more than 90 consecutive days for reasons other than for medical treatment or education;
4 (10) "resiclents who are high risks" means resicents who

5 (A) have been rejected;for medical reasons lifter applying for a subscriber
6 contract, a policy of health insurance, or a Medicare supplement policy by at least two
1 association members within the six months immediately preceding the date of application
8 for a state plan; or

9 (B) have had a restrictive rider placed on a subscriber contract, a health
10 Insurance policy, or a Medicare supplement policy;
1 (11) "state plan" means a policy of insurance offered by the association through
12 a writing carrier,
13 (12) "usual, customary, reasonable, or prevailing charge" means the charge for
14 a medical care procedure, service, or supply item that is the lowest of the following amounts:
15 (A) the billed amount for the medical service provider's actual charge;
16 (B) the charge usually madle by that provider for performing that procedure
! or service or for providing the supply item; or
18 (C) the customary charge, hased on a profile of charges mae for the same
19 medical procedure, service, or supply item in the same geographical area by other
20 providers that have performed the same procedure or service or can provide the same
2 supply ite;
22 (13) "writing carrier" means the insurer or insurers selected by the association and

23 approved by the director to administer a state plan,

>4 *Sec. 3. The association established by sec. 2 of this Act shall make available to residents the plans
25 required by AS 21.55.100, enacted in sec. 2 of this Act, by January 1, 1992,

26 *Sec. 4. This Act takes effect immediately under AS 01.10.070(c).

SB 74 SBO074A
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3. Sec.21.55.130(1 ). PreexIsting Condition
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Pronosed Amendments to $,8. 74 Cd*+'*)
CARVE-OUTS FROM EMPLOYER ORQUPS

This amendment addresses the potential problem of Insurers’
carving out unhealthy employees and dependents from employer
groups and "dumping" such Individuala into the high-risk pool. It
Is taken from the Connecticut statute governing that state's
individual high-ri3k plan (Conn. Gen. Stac. Ann. 8§38a-556(c) (Vest
Supp. 1992).

Page 1.0, line 27 - Insert after the period:

"No member [of the association] shall ba
permitted to select out individual live* from an
employer group to be insured by or through the
assoclation.”

Page 9, lines 26-27 - Delete the entire subsection end re-letter
the remaining subsections accordingly. This section contemplates
employers' carving out unhealthy employees from the employer group
and sending those risks to the high-risk plan. Such carve-outs by
employers, as well as by insurers, are contrary to the purpose of
the high-riak pool, will produce an excessively large pool, and
should be illegal.

ELIGIBILITY FOR THE HIGH-RISK reat

This amendment clarifies that parsons possessing or eliylble far
substantially similar coverage under other health plans are not
eligible for the high-risk plan. It iu taken from the NAIC'a
MODEL HEALTH INSURANCE POOLING MECHANISM ACT.

Page 10, lines 28-29 - Delete everything up to the period. Insert
the following:

"A parson shall not ba aligibla for coverage
under tha plan if the person ha* or obtain*
health insurance coverage substantially eioilar
to or more comprehensive than a plan policy, or
would be eligible to have coverage if the person
eloctod to obtain-it. Persons ocherwtso eligible
for plan coverage may, however, solely for the
purpose of having coverage for a preexisting
condition, maintain other coverage only while
satisfying any preexisting condition welting
period under a plan policy."



PREMIUM LEVEL

Page 8, line 17 - Delete *121" and Lnaerc Setting the
premiums as low as Minnesota's will puah Alaska's pool Into the
same deficit situation as Minnesota Is now facing ($28 million).
A low premium will unduly raise assessment levels for Insurers and
cause severe cost-shifting from the high-risk population to ocher

insureds in Alaska.

REJECTION FOR MEDICAL REASONS

Page 14, line 4 - Reject the proposed amendment to delete "for
medical reasons". . The whole purpose of a high-risk plan is to
enable unhealthy individuals who cannot get Coverage to obtain It.
Thys, the only rational basis for accepting otherwise rejected
individuals under this plan is thac they were rejected for medical

reasons.
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April 8, 1992

The Honorable Arliss Sturgulewski

Chairperson, Senate Health, Education and Social Services
Committee

Alaska Legislature

P.0. Box V

Juneau, Alaska 99811

Dear Senator Sturgulewski:

Thank you very much for the privilege of testifying by
telephone during the hearing on April 8 on SB74 and SB242.

Reflecting on some of the comments and questions that
occurred during the testimony on SB74, 1 thought that you and
other members of Senate Health, Education and Social Services
Committee would find of interest the attached charts from the
Comprehensive Health Insurance For High-Risk Individuals by Aaron
Trippler (August 1991). Specifically, the following charts list
the life time benefits, deductibles offered and preexisting
waiting periods and condition periods for the 25 states that
currently have uninsurable risk pools in operation. In addition,
I have extrapolated from the state by state discussion included
in the Trippler monograph, the percentage of average premium
charged for individual coverage. I believe these charts and the
extrapolation will indicate to the committee, that which was
being proposed in SB74 1is different from the vast majority of
other uninsurable risk pools. For example, SB74 while suggesting
a preexisting six month waiting period, only permits a three
month condition for treatment or diagnosis prior to the beginning
of coverage. In virtually all but four of the 25 states with
pools, the condition periods are at least six months if not
longer. In regard to the deductibles, no other state has a
deductible as low as $200, one state has a deductible at $250
with most of the states offering the lowest deductible as $500
and others with a $1000 or $1,500 deductible. Regarding the life
time benefit of $1 million as proposed in SB74, only three other
states have that amount or greater, with the vast majority having
life time benefits of between $250,000 and $5o0crooo

22144 Clarendon Street Suiic 220 Woodland Hills, CA 91367-632 » HI18,704-927-1 Telecopier 818/704-1053



Senator Arliss Sturgulewski
April 8, 1992
Page 2

X am also including the pages that discuss the different
state funding mechanisms for the expected pool losses. Please
note, that a number of states do have some dedicated funding
mechanism 1.e. a hospital bed tax, an inclusion on the state
income tax form, a dedicated funding from a tax on cigarettes,
general revenue funds, etc. Other state3 do permit a premium tax
offset recognizing that only the insured business, will be
assessed 1In proportion to their premiums iIn the state. As Mr.
Ullmann indicated during his testimony, the trend is away from
insured business toward self insured business, and as a result,
the resulting losses become a "tax"™ on a smaller and smaller
insured base, raising the costs to the remaining insureds.

The attached compulation indicates for each state what the
premium cap 1s for each of the states that currently have an
uninsurable risk pool.

I hope the attached information helps the committee 1In 1its
deliberations in determining whether SB74 should be amended as
per suggestions by HIAA and others who testified during the April
8 hearing, Please feel free to contact me if | may be any
additional assistance to you or other members of the committee in
their deliberations. Again, | appreciate you permitting me to
testify by phone.

Sincerely,

A fULU 7% L oojdth -~

JAM/ag
Attachment

ccj Senator Paul Fischer
Senator Samuel Cotten
Senator Lyman Hoffman
Senator Jay Kerttula
Senator Curt Menard



California
Colorado
Connecticut
Florida
Georglia
111inois
Indiana
lowa

Louisiana

Maine
Minnesota
Mississippl

Missouri

Montana

Nebraska

New Mexico
North Dakota
Oregon

S. Carolina
Tennessee

Texas

Utah
Washington
Wisconsin

Wyoming

Source:

HXCH-1tlSK-EOOL PREMIUM CAPS BY.. STATE

125 percent of the standard average

150 percent
125 percent
After 1091:
125 percent
135 percent
150 percent
150 percent

Not
maximum

initial

initial

individual
- 175 percent maximum

- 150 percent maximum

200 percent -300 percent

initial

less than 150 percent

150 percent maximum

125 percent
150 percent

Not
maximum

Not
percent

initially;

less than 150 percent

less than 150 percent,

- 150 percent maximum

initial: 200 percent

175 percent maximum

initial

not more than 400

- 200 percent

rate

135 percent of rates established as applicable for

individual
150 percent

135 percent

150 percent

200 percent
150

Not
percent

risks

initial,

percent maximum

less than 150 percent,

300 percent maximum

not more than 200

Premium cap 150 percent

150 percent maximum

150 percent maximum

150 percent minimum,

Comprehensive.Heajth-Insurance for High-Risk

bv Aaron Trippler, - August 1993.

200 percent maximum

Individuals



Comprehensive Health

INnsurance
for

High-risk Individuals

A STATE-BY-STATE ANALYSIS

(F ifth E dition)

O perating statistics
*M odel bill

*Program descriptions
e Premium s/B enefits

eFinancing mechanism s

By:
~ AARONK YFRIPPLER |
Vice President, Member Services
Communicating for Agriculture

Communicating for Agriculture
2626 E. 82nd Street, Suite 325
Bloomington, MN 55425
61%654-9005

-800-445-1525

August 1991



BENEFITS AND CRITERIA

FOR EXISTING PLANS

MAXIMUM LIFETIME BENEFITS PROVIDED

NOTE: The Maximum Lifetime Benefit Limitation is intended to limit the amount
ofcovera?e to be provided to the policyholder over the life of the policy. However,

some Sta

es have incorporated a provision to deal with individuals reaching this

limit. The wording on this provision states the plan may impose a premium
surcharge and issue a new policy.

STATE

CALIFORNIA
COLORADO

ONNECTICUT

FLORIDA
GEORGIA
ILLINOIS
INDIANA
JIOWA
LOUISIANA
MAINE
MINNESOTA

MISSISSIPPI
MISSOURI

MONTANA

BENEFIT

$500,000 Lifetime Benefit — $50,000 Annual
$500,000 Lifetime Benefit

$1,000,000 Lifetime Benefit

$500,000 Lifetime Benefit

$500,000 Lifetime Benefit — 500,000 Annual
$500,000 Lifetime Benefit

No Maximum Lifetime Benefit

$2,50,000 Lifetime Benefit

$500,000 Lifetime Benefit — $100,000 Annual
$500,000 Lifetime Bengfit

Regular Plan — $500,000 Lifetime Benefit
Medicare Plan —$100,000 Lifetime Benefit

$250,000 Lifetime Benefit
$1,000,000 Lifetime Benefit

$250,000 Lifetime Benefit



NEBRASKA
NEW MEXICO
NORTH DAKOTA
OREGON
SOUTH CAROLINA
TENNESSEE
TEXAS

UTAH
WASHINGTON
WISCONSIN
WYOMING

$500,000 Lifetime Benent

No Maximum Lifetime Benefit
$250,000 Lifetime Benefit
$500,000 Lifetime Benefit
$250,000 Lifetime Benefit
$500,000 Lifetime Benefit
$500,000 Lifetime Benefit
$500,000 Lifetime Benefit — $100
$500,000 Lifetime Benefit
$500,000 Lifetime Benefit
$250,000 Lifetime Benefit



DEDUCTIBLES

HqTE: Many states offer more than ono plan. Unless seated, the amounts listed

all deductibles available.

SIAE
CALIFORNIA
COLORADO
CONNECTICUT
FLORIDA
GEORGIA
ILLINOIS

INDIANA

IOWA
LOUISIANA
fAAINE
MINNESOTA
MISSISSIPPI
MISSOURI
MONTANA
NEBRASKA
NEW MEXICO
NORTH DAKOTA
OREGON
SOUTH CAROLINA
TENNESSEE
TEXAS

UTAH
WASHINGTON
WISCONSIN
WYOMING

PR UCDEESQMED
$500 for PPOs — None for HMOs
$300; $750:  $2,000
$500; $1,250; $2,000
$1000;  $1,500; $2,000
$500; $1,500

$500: $1,000/Individual
$1000;  $1500/Family
$500: $1000; $1,500
$500: $1000; $1,500:
$1000: $2,000

$500

$500; $1,000

To Be Determined

$500; $1,000

$1000

$250; $500;  $1,000
$500; $1,000

$500; $1,000

$500

$500

$1,000

Not less than $250/Individual and
$50 $1,000

$500; $1,000

$1,000

Varies according to plan chosen
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WAITING PERIOD
FOR PRE-EXISTING CONDITIONS

. Yoot plans contain provisions under which coverage is excluded for a

In period of time following the effective date of coverage. This exclusion is
don a pre-existing condition which manifested itself within a certain period of
prior to coverage or medical advice or treatment was recommended or

ASaverd states have expanded the pre-existing waiting period condition_clause to
feaver other areas. One option being used by Several drafts allows a waiver of this
Anaiting period if the pre-existing condition”exclusion has already been satisfied

Tender any prior health insurance coverage which was involuntarily terminated
itnd application for pool coverage is made not later than thirty days following the

Involuntary termination.

Ao, one of the newest waivers allows an individual moving from one state plan to
JT another first-day coverage if the waiting period had already been satisfied in the
previous state and the maximum benefits have not been used up. This is known

& the reciprocity agreement.

CALIFORNIA
COLORADO
CONNECTICUT
FLORIDA
GEORGIA
ILLINOIS
INDIANA
IOWA
LOUISIANA

MAINE

Minnesota

WAITING PERIOD

90 Days

6 Months
12 Months
12 Months
6 Months
6 Months
180 Days
6 Months
6 Months
90 Days

6 Months

<

GOMXLOCIPEBIQQ
6 Months

6 and 12 Months
6 Months

fi Months

6 Months

6 Months

180 Days

6 Months
Unlimited

90 Days

90 Davs



IVii&SA&fCIIREI
MISSOURI
MONTANA
NEBRASKA
NEW MEXICO
NORTH DAKOTA
OREGON
SOUTH CAROLINA
TENNESSEE
TEXAS

UTAH
WASHINGTON
WISCONSIN
WYOMING

12 Months
12 Months

12 Months

6 Months
6 Months
180 Day3
6 Months
6 Months
6 Months
6 Months
6 Months
6 Months
6 Months
6 Months

6 Months
s Months
5 Years

6 Months
0 Months
90 Days

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



FUNDING MECHANISMS

The following data pertains to the funding mechanism of the various state health
Insurance risk-sharing plans,

C alifornia

Major Risk Medical Insurance Fund. Funding for the California plan is provided
directly by the state of California. $30 million is deposited annually in the fund from the State
Cigarette and Tobacco Products Surtax Fund, In order for the plan to remain financially solvent,

the state has limited the enrollment to 10,000 individuals.

Note: The California legislation passed and was signed into law in 1989. The plan
became operational on January 28, 1991.

Colorado

Losses associated with operation of the plan are to be paid by a state income tax
surcharge. The law states that single filers with adjusted gross incomes of $15,000 or more are
assessed a $2 tax when filing their Colorado income tax. Joint filers will be assessed $4 if adjusted
gross income is more than $15,000. Colorado is the first slate to directly place a tax on the citizens
for support of the high-risk plan.

* r
o Note: The legislation passed and was signed into law in May of 1990. The plan became
operational in April, 1991. The legislation also included a provision that this funding mechanism

is only put in place for a period of three years.

Association members assessed for plan losses based on share of health insurance
premium volume in the state. This funding mechanism has been in place since inception of the
pool with one exception. Originally, Blue Cross and Blue Shield offered a separate pool for high
risks. Because of this, Blue Cross and Blue Shield was not obligated to pay for losses incurred by
the state plan. In 1984, Blue Crors and Blue Shield ended the offering of their plan Between 1984
and 1988, the assessment to Blue Cross and Blue Shield only applied to those policies issued during
this period. Since September of 1988 the two pools have merged and assessments for the combined
pool include Blue Cross and Blue Shield.

Note: The legislation passed and was signed into law in 1975 The pool has been
operational on a continuous basis since 1976



Florida

Association members ossessed for plan losses based on shaie 0f health insurance
premium volume in state during the year, From the tune of passage of this legislation in 1983
until 1989, these assessments were allowed as a tax credit offset. This credit could be applied
towards premium taxes and income taxes payable to the state at the rate of 20% credit per year
over a five-year period. 1989 legislation repealed this premium tax ofTset If the state also provides j
an appropriation to the plan, these funds shall be used prior to the assessment.

Note: The legislation passed and was signed into law in 1983. The plan has been
operational since this time. Legislation passed in 1989 repealed the entire law October |, 1990,

however on extension has been approved until October 1, 2000.

G eorgia

General revenue. The General Assembly is not required to appropriate monies to the
plan. The 1990 legislature did not appropriate any monies to fund the losses of the plan, but.
authorized a $75,000 appropriation to study actuarial data for the plan In 1991, the general
assembly again failed to authorize any expenditure for the plan. The board, as well as other
interested parties, are still attempting to find an adequate funding mechanism other than a state

appropriation.

Note: The legislation passed and was signed into law in 1989. The plan is not yet
operational.

lltmois

General Revenue. The first state to directly pay the costs of the risk plan through such
an appropriation. However, the state placed a cap on the number of participants eligible to
participate in the plan at any one time, thereby controlling the amount of dollars to be contributed
to the plan. This cap has already been raised once (to 4,500 individuals) and the state may have to
consider another increase, with approximately 1,000 individuals on a waiting list. The
appropriation was $12 million in 1990 and $18 7 million for 1991.

Note: The legislation passed and was signed into law in 1987 The plan became
operational in 1989 and is still operational.

Indiana.

Association members assessed for net losses in proportion to share of total health
insurance premiums received in state during the year Assessments offset agamst income or
premium taxes in year of assessment or following years. Insurers may also include in premium
rates an amount to recoup assessments.

Note: The legislation passed and was signed mto law in 1981. The plan became
operational in 1982 and has operated since this time No change has occurred in the funding of
the plan.



Association member# assessed for losses In excess of those covered through premiums
Insurance Trust Fund. Assessments allowed as o/Tset against premium taxes or
other forms of taxed payable to the state. These ofT/teis are granted at the rate of 20% per year over

« five-year period.

Note: Th-5 legislation passed and was signed into law in 1986 and the plan became
operational in 1987 and has operated since this time. No change has occurred in the funding of

the plan.

Each patient, except one covered by a program which is directly subsidized by the federal
government or one covered by an insolvent insurer, admitted to a hospital for treatment other than
psychiatric care or alcohol or substance abuse shall bo assessed a service charge of $2 for each day
during which the patient is confined as an inpatient in that facility Facilities operated by the

state, United States, Veterans Administration or solely for psychiatric care or treatment of alcohol
or substance abuse are not included

Each patient, except one covered by a program which is directly subsidized by the federal
government or one covered by an insolvent insurer, admitted to an ambulator)' surgical center or
to a hospital for outpatient ambulatory surgical care shall be assessed a service charge of S| for

each admission to that facility.

Those service charges are to be paid by the patient’s insurer or insurance arrangement
In the event that no payment is made on behalf of the patient for services rendered, the fee is

waived.

Note: The legislation passed and was signed into law in June of 1990. The planis
experiencing some logistical problems in the collection process. Latest word is this planmay not
become operational until mid'1992.

M aine

Funding will be taken care of by a Reserve Fund established to pay any expenses and
claims above premium income. This reserve shall be funded by an assessment on all revenues of
all hospitals in the state. The amount of the assessment shall be determined and adjusted
annually and shall not exceed .0015 times hospitals’ gross patient services revenues. Original
legislation stated this plan would cease operation in June of 1991 unless the legislature
reauthorized the plan. The 1991 legislature did reauthorize the plan until June of 1992, and there
is word that the 1992 legislature will recommend dropping the sunset provision The 1992
legislature will also search for a new funding mechanism.

Note: The legislation passed ond was signed into law in 1987. The plan became
operational in 1988 and is still operational.



M inniyjota

Health insurers assessed for net losses in proportion to shore of total health insurance
premium received in the state during the year, Until 1987, insurers were granted a 100% tax offset
against assessments paid to the plan. At that time, this tax offset was removed.

3

Note; The legislation passed and was signed into law In 1976. The plan became
operational in 1976 and has operated since that time. Other than removal of the tax offset, no other”
funding changes havo taken place. A

Mte&teflippi-

The plan uses a very unique approach to financing. First, they have defined “insurer” asj
any insurance company or any nonprofit health carc services plan authorized in the state to write]
direct health insurance policies and con'racts supplement to health insurance policies or any
third party administrator. The plan then mandates that each insurer shall be aisessed an
amount not to exceed $1 per covered pe son per month. Excluded are contracts insuring federal or”

state employees.

Note: The legislation passed and was signed into law in April of 1991. It is expected to
become operational on January 1, 1992

Missouri.

Association members assessed for net losses in proportion to shore of total health
insurance premiums received in state during the year. Assessments offset against premium

taxes paid to the state in the year such assessments are mode

For those members not paying premium taxes to the state, assessments are still made
and such assessment is offset against any sales and use taxes paid to the state. However, no
assessment to any member can be in excess of 1% of nongroup premium income, exclusive of
Medicare supplement programs, received in the previous year.

Note: The legislation passed and was signed into law >nJune. 1990 The plan i6 expected!
to begin offering plans in November 1991, with an effective date of January, 1992.

Montana. H

Association members assessed for net losses in proportion to share of total health

insurance premiums received in the state during the year. Assessments ofTset against premium™
taxes in year of assessment or following years d

Note: The legislation passed and was signed into law m 1985. The plan became
operational in 1987. No change in the funding mechanism has taken place.

ftfebrasUa. *

Association members assessed for net losses in proportion to share of total health \

insurance premiums received in the state during the year. Assessments offset against premium-

taxes in year of assessment or following years.
>

Note: The legislation passed nnd was Signed into law in 1986 and the plan became
operational that year No change in the funding mechanism has taken place



NS ieiic G -
All insurers will be assessed for the losses of the pool and no credit on future luxes "'ill be
allowed until one member’s assessment reaches $75,000 per year. At that time, tho member will

receive a 30% tax credit for the amount paid over $75,000. New Mexico was the first state to
combine both government offsets and an assessment to participating insurers,

Note: The legislation passed and wa6 signed into law in 1988 and became operational
that year. No change in the funding mechanism has taken place.

flprth P flk flIfl,

Association members doing more than $100,000 in accident and health insurance
business within the state are assessed for net losses of the pool. These members are allowed a
direct offset against premium taxes In year of assessment or following years. This funding
mechanism was passed into law in 1983. Prior to this, the plan attemplLcd to be a self-supporting
one, with premiums adjusted to match total claims paid,

Note: The legislation passed and was signed into law in 1981. The plan became
operational in 1982 and has operated since that time. No change in the funding mechanism bus

taken place since 1983.

Or&gQH

In the first year of operation (FY 1990/91) funding was provided with a combination of
State Genera! Funds, insured premiums and assessments of reinsurers and insurers, In
addition, a one-time assessment of $150,000 to offset start-up administrative costs was made of
reinsurers and insurers.

The plan now operates under an expenditure limitation established by the Oregon State
Legislature. For the 1990/91 FY, this limitation was $2 million. For the 1991793 biennium, the
limitation has been established at $12,409,792. Funding will be provided by premiums (58%) and
assessments (42%). There are no State General Fund contributions for the 199L93 biennium.
Additional assessments may be made of reinsurers and insurers for plan operating losses above
premiums collected.

Note: The legislation passed and was signed into law in 1987 The plan became
operational in May, 1990.

$S2Jih _C arollijr i

Association members assessed for net losses in proportion to share of total health
insurance premiums received in the state during the year. Assessments offset against premium
or income taxes in year of assessment or following years. This offset is limited to a total statewide
o s,to $j million in any one year, if this cap is reached, premiums of the plan must be raised to
Keep losses and offset at $5 million

» /" ote: The legislation passed and was signed into law in 1989. The plan became
operational in 1990.
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Until 1990, association members wore assessed 'or net losses in proportion to share of
total hanlth insurance prerniumc received in the state during the yeur These assessments were
granted as a tax offset to c limit of $3 million. In 1990 the entire funding mcchonlsrn was

changed.

New ftinding has the state appropriating $3 million towards operation of the pool.
Association members are to be assessed an amount equal to their share of the number of
participants in their health care program as compared to the total number in the state. The total
assossmenta to the members cannot exceed $3 million in any one year In addition, the association
membership was expanded to include HMOs and PPOs. No tax credit is allowed to assessed
mombers.

Note: The legislation passed and was signed into law in 1986 The plan became
operational in 1987. The initial cap by the state was $2 million, then raised to S3 million, and in
1990 the entire funding mechanism was restructured. However, this funding mechanism was

only put in place for two years.

te as

Association members assessed for net losses in proportion to share of total health

insurance premiums received in the state during the year. The members will be-granted
reimbursement against this assessment, however the manner of the reimbursement has not yet

been finalized. The 1991 state legislative session again attempted to provide an adequate
mechanism to help the plan become operational. However, no mechanism was secured and the

plan remains stalled.

Note: The legislation passed and was signed into law in 1989. The plan is nor. yet
operational.

Utah

Comprehensive Health Insurance Pool Enterprise Fund. This fund will be credited with
all pool policy premiums, interest and dividends earned on the fluid’s assets, and an initial S75.000
appropriation from the State General fund. All losses associated with operation of the Utah plan
are to paid from the assets of this fund. The 1991 Legislature appropriated $2 million for 1991
operations of the plan.

Note: The legislation passed and was signed into law in March of 1990. Issuance of
policies is to commence on August 1, 1991,

Association members assessed for net losses in proportion to share of total health
insurance premiums received in the state during the year Assessments offset against premium

taxes in year of assessment or following years.

Note: The legislation passed and was signed into law m 1987 The plan became
operational in 1988. No change in the funding mechanism has taken place since inception of the

pool.



Association members assessed for net losses in proportion to share of total health
premiums received in the state during the year. No offset of this assessment is allowed,
AtjTseverfll attempts to do so in previous years. However, the state legislature does appropriate
ly sum of dollars to help reduce the premium charges and deductibles for low-incorne

Jfiu als in th* plan.

Note: The legislation passed and was signed into law in 1980 The plan b. "ame
rational in 1981. Despite several attempts, NO change in the funding mechanism has taken

pface since the pool became operational.

JVvoirung

Association members assessed for plan losses based on their share of health insurance
premium volume in the state. Also to be assessed are any self insurers not governed by the ERISA

law. The state will grant a credit against any premium tax owed to the state towards t.he
assessment paid. However, the total credit allowed by all members cannot exceed 31 million in any

one year.

Note: The legislation passed and was sighed into law in March, 1990. The plan became
operational in January, 1991. Also included in the legislation is a “sunset" provision which

terminates the plan on June 30, 1993.
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I am Jan Andrea Meisels, Legislative Director, Health
Insurance Association of America, The Health Insurance Associa—
tion of America (HIAA) 1is a trade association at the nation®s
leading commercial insurance carriers that provide health iInsur—
ance for approximately 95 million Americans,

HIAA haG long-supported state uninsurable risk-pools. These
risk pools are included as one of the components 1in our program
of "Financing Health Care for AIl Americans.” Uninsurable risk
pools address accessible health coverage to those who are other—
wise considered medically uninsurable. However, we have serious
concerns with a number of the provisions contained iIn SB-74,
which will result, in underfunding of the program and inappropri—
ate accessibility to the program. We strongly encourage the
committee 3 consideration and adoption of proposed amendments
reflecting the issues discussed below.

During the 1990 Alaska legislative session, then-Senator
Coghill sponsored SB-904 and the Senate Labor and Commerce
Committee agreed to a committee substitute for the original
bill -- CSSSSB-304. The committee substitute was a result of an
agreement emanating from negotiations between all interested
parties. The only reason CSSSSB-304 was not enacted was that the
amendments were provided too late for the bill to complete 1its
journey through the legislative process. We encourage the
committee to amend SB—W* to duplicate the agreed-upon version of
CSSSSB-304.

Individuals with severe preexisting conditions may be
ineligible to purchase insurance from the private 1iInsurance

industry. A number of states have enacted uninsurable risk pools



to address this need. Historical data of the loss ratios of the
"mature"” (longest operating) risk pools are:
Connecticut - 200 percent
Florida - Exceeded 200 percent in 1990
Indiana - Close to 200 percent in the last several years
Minnesota - Exceeded 200 percent over the last four years
and in 1991 experienced a $26 million deficit.
North Dakota - Over 200 percent in 1986-87 and exceeded 175
percent in 1989
Wisconsin - Was the best controlled, but its loss ratio 1is
now moving over 150 percent
The legislative analyst memo on SB74 made assumptions based
on the Minnesota 125 percent average premium, and the current
insured Alaska population base. It is my understanding there 1is

currently pending legislation that would permit the Alaska state

employee program to self-fund. If this 1iIs enacted, the cost for
the losses of the pool that is to be borne by insurers -- which
will be passed on to other insureds in Alaska -- will Dbe dramati—

cally affected. Currently, all 1insureds, 1including the state
employees, will have to bear the cost of the pool losses. \We
believe it will be more than the $3.30 per month per employee -
the amount to which the author®s consultant testified.

The population base and therefore, the extra rates charged
to nonpool 1insureds on which the calculations are made should be
revised upwards. Firstly, S874 proposes a 125 perce: t premium,

similar to Minnesota™ - the only other state with such a low

and undercharged premium. Minnesota is running a higher percent-



age of losses than any other state, because the premium rate is
closer to the standard rate. Thirty percent of the Minnesota
population are in HMOs. Therefore, the hicjh HMO penetration
affects the numbers of people assumed not to have access to
health 1insurance. Alaska has no HMOs to date. The presumption
of the number of pool eligibles in Alaska, based on the Minnesota
numbers we believe may be 1incorrect.

Alaska has many people covered by federal government pro—
grams -«* Bureau of Indian Affairs, military, CHAMPUS, Medicare
and the federal employees health benefits program. None of these
programs are included 1in the assessment base, nor are self-funded
employers. Therefore, the total cost of the pool losses will be
spread across a reduced base of insured people. We suggest to
the committee to increase the premium to at least 150 percent of
the average premium so as not to burden the small insured employ—
ers with excessive pool losses. IT the premium stays as proposed
it will result in increased costs to the other 1insureds 1in Alaska
which may result in some of them dropping the coverage, and
increasing the amount of wuninsureds 1in Alaska.

The above cited figures on pool 1loss ratios indicate the
absolute requirement that additional funding 1is going to be
required to cover the claim losses due to the adverse experience
of the wuninsurable risk pools. We 3trongly encourage general
fund appropriations be allocated to cover these losses. However,
if the committee keeps the current assessment on health 1insurance
companies doing business in Alaska, on a pro rata earned premiunm

basis, we strongly encourage the allowance of a credit against



premium taxes imposed against disability insurers, suggested
wording would 1include:

A member of the Comprehensive Disability Insurance
Association created in AS21.55.010 may credit against a
premium tax 1imposed against disability insurance premiums
under this section, an amount equal to an assessment against
the member under AS21.55.220(d), Any portion of the credit
allowed 1in this subsection that cannot be taken 1in a tax
year without reducing taxable premiums below zero may be
carried forward and credited 1in successive years until the

credit 1is exhausted.

In addition, the following subparagraph should be added to
Section 21.55.060, Subparagraph B:
(b) A member of the Association is entitled to receive
a credit against taxes levied by the state on disability

insurance premiums as provided in AS21.09.210(j).

The 1990 CSSSSB-304 legislation allowed for such a credit by
the inclusion of the above-referenced language.

Most states with uninsurable risk pools either have the
losses covered by a broad-based funding mechanism, i.e., general

funding, dedicated taxes or allow a premium tax offset as

mentioned above. Examples of dedicated taxes imposed by otner
state uninsurable risk pools 1include: California -- funding fronm
cigarette and tobacco products surtax fund; Colorado -- funding

by imposing a $2.00-4.00 charge on state taxpayers whose federal



income tax return indicates an adjusted gross income 1in excess of
$15,000; Louisiana - funded by a $2.00 service charge on each

admitted hospital day and $1.00 charge for admittance to an

ambulatory surgery center. Fees are paid by all private payers
as a medical expense; Maine - assessment on all revenues of
hospitals 1in the state. We recognize Alaska"s constitution does
not permit dedicated funding, however, we thought the committee

would find it of interest how other 3tates are addressing this
issue.

An adequate premium must be charged to the insured, reflect—
ing the 1increased risk that will be borne due to their
preexisting medical condition. SB-74, as proposed, permits a
maximum premium of 125 percent of the average of five Association
members® standard premiums for similar-type benefits. CSSSSB-304
(1990) included a 150 percent premium based on the average of an
estimate of five Association members® standard premium for Ilike-
type benefits. It is our understanding that. Senator Coghill and
the group of interested parties had further agreed that the
premium would be raised to 175-200 percent of standard risk.

Most state 1insurance risk pool plans allow premiums greater than
125 percent. Therefore, we strongly encourage the committee to
increase the premiums above the 125 percent of tne average of
five Association members® plans. Even with a 20C percent premi—
um, the claims experience of these uninsurable individuals will
be inadequate to cover all the claims losses.

Deductibles are a mechanism to reduce the cost, of the

insurance policy premium to the purchaser. CSSSS5-.104 called for



two alternative deductibles: $1,000 and $$,000. SB-74 has

substantially reduced deductibles -- $200, $500 and $1,000.
Today, the average private sector deductible lor standard
policies 1is considerably higher than $200. in addition, many

state uninsurable pools have deductibles substantially greater
than those proposed 1in SB-74, We request the committee consider
increasing the deductible to a more appropriate level such as
those proposed in last year"s CSSSSB-304.

Unlike CSSSSB-304, SB-74 includes Medicare-eligible persons
within the uninsurable risk pool, allowing the pool to act. as a
Medicare supplement plan. We oppose this 1inclusion, as the
purpose of the uninsurable risk pool 1is to provide coverage* for
those without any insurance, People covered under Medicare have
coverage and are also eligible to purchase Medicare supplement
insurance. Medicare supplement policies are available 1in Alaska.
Congress 1included in the Omnibus Budget Reconciliation Act of
1990 - P.L.101-508 -- that Medicare supplementary policies meet
specific National Association of Insurance Commissioners (NAIC)
standards. The Alaska Department cf Insurance has proposed
regulations which comply with the Congressionally required ten
variations. Therefore, we do not see the need for inclusion of
Medicare supplement coverage within the uninsurable risk pocl and
urge the committee to remove that provision. C&SSSB-3Q4 did not
include Medicare supplementary insurance within the wuninsurable
risk pool.

SB-74 requires a lifetime maximum of $1 million per

individual. This coverage 1is higher than many of r.he 3tate



uninsurable risk pool programs. To further make the poo. premiunm
more affordable, we suggest reducing the policy 1litetime maximum
to $500,000 similar to the amount contained within CtfSSSii-il0"l.

CSSSSB-304 allowed for a preexisting exclusion of 1/, months.
However, SB-74 allows only 3 months for such an exclusion. ft is
necessary to collect an adequate premium over a period or time 1in
order to cover the losses for expected claims, as for people with
preexisting conditions. Therefore, a three-month preexisting
exclusion 1is an 1inadequate amount of time and will lead to
further losses for the pool, especially as the premium charge
will be inadequate to cover all claims incurred. Therefore, we
strongly encourage the comm"ttee to amend the 3-month preexisting
time Ilimit to 12 months.

Section 21.55.220 allows an employer who has one or more
eligible persons enrolled in a state plan to pay for the premiums
of that person. We are concerned that such a provision will
allow employers to “dump” higher risk employees 1into a state pool
which is available only for individuals who are medically wunin-
surable, i.e., those who have been declined health 1insurance.

The purpose of the uninsurable risk pool 1is not to reduce the
cost of an employer®s overall premium for their employees -- by
their eliminating a higher risk employee from the group -- but to

provide access to health insurance to medically wuninsurable

viduals. HIAA recognizes that some small employers have been

ind
declined 1insurance because one or more of the employees have
proven to be wuninsurable. However, SB-242 will preclude that

from occurring, and all employees of an employer will be covered.



Therefore, provisions in SB-242 negate tho need to find high-risk

employees an alterative to their group plan. Employers should
not he encouraged to nor given the opportunity to "dump™ higher
risk employees, into a state uninsurable risk pool,

Section 21.55.300 \n SB-74 does not 1include a listing of
persons who are ineligible for coverage, as does Section
21.55.300 (b) in CSSSSB-304. It is imperative t.o list those
persons who would not be eligible for coverage, i.e., a person
who at the time of application 1is eligible for medical

assistance/ a person who terminated coverage under the chapt.et in

the previous 12 months; or that the person on whose behalf the
pool has paid out the maximum Ilifetime benefits; or for persons
who are 1inmates of public institutions; or persons whose benefits

are duplicated under public programs.
The purpose of insurance 1is to provide coverage .for some
unexpected, future event. Allowing applicants to pay retro—

actively for coverage back to when their previous contract was

terminated is a violation of the principle of insurance,

Coverage should be based on a prospective, not a retrospective
basis. Therefore, we strongly encourage Section 21.55.330(b) to
be deleted. We are also concerned with two of the author"s
proposed changes to SB74. (1) Section 21.55.500 (10) (A) cur —
rently includes the term "for medical reasons”™ within the defini—
tion of high risk resident. The proposal to delete the term "for

medical reasons” would permit others vmnm are not high risk to
participate. With enactment of SB242 insurers would be required

to provide coverage for any small group, regardless of oeeupa-
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tion, risk or turnover, therefore, there 1is no reason for the
deletion "for medical reasons".

(2) The author is also proposing to allow people wit.h
existing insurance, whose premium ts higher to drop their private
insurance in lieu of the wuninsurable risk pool. This pool 1is for

uninaurables who have been rejected for coverage not. for the

general public. Private 1insurance may be higher or 1lowop cost
depending upon the benefits covered, the duration of the policy,
the premium tax required 1in private 1insurance, etc. One cannot
compare the price of the "pool" with private insurance, due to

differences 1in rating structure if the private 1insurance 1is 1in
effect more than one year due to changes in durational rating.

The memo given by the legislative analyst to the committee
cited a study by Scanlon. The correct historical experience
should be based on the rates charged January 1, 1993 (presuming
the legislation 1is enacted and becomes effective July 1, 1992) -
the midpoint for an average 1issue 1is half-way between July I,
1992 and June 30, 1993 i.e. July 1, 1992. This would have to be
used for the average exposure for 1993-1994 1i.e. January 1, 1993
rates rather than using 1990 and trending forward.

Therefore we request the committee not to adopt these

proposed recommendations and to amend SB74 to more closely relate

to the agreement in 1990 which was expressed in CSSSB-304. HIAA
is very willing to v/ork with the committee in developing a
workable, affordable, uninsurable risk pool that will be to the
benefit of Alaskan medically uninsurable residents. Participa-—

tion by health insurers 1is required in the uninsurable risk pool,



an a privilege of doing business in Alaska. Insurance companies

want to support and participate 1in the risk pool. However, the

absence of a broad-based financing mechanism or a premium tax

offset for the claims-incurred losses to pay the residual 1losses

will result in a failed system with severe financial 1implications

to the 1insurers licensed in Alaska.
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with severe preexisting conditions may be

ineligible to purchase insurance from the private insurance
industry. A number of states have enacted uninsurable risk pools
to address this need. Historical data of the loss ratios of the
"mature"™ (longest operating) risk pools are:



Connecticut - 1,00 percent

Florida - Exceeded 200 percent in 1990

Indiana - Close to 200 percent 1in the last several years
Minnesota - Exceeded 200 percent over the last thr< e years
North Dakota - Over 200 percent in 1986-87 and exceeded 175

percent 1in 1989
Wisconsin - Was the best controlled,but its loss ratio is

now moving over 150 percent
These figures indicate the absolute requirement that addi —
tional funding 1i1s going to be required to cover the claim losses
due to the adverse experience of the uninsurable risk pools. We
strongly encourage general fund appropriations be allocated to
cover the"e 1losses. However, if the committee keeps the current

assessment n health insurance companies doing business in

Alaska, on a pro rata earned premium basis, we strongly encourage
the allowance of a credit against premium taxes imposed against
disability insurers. Suggested wording of a new section of the

bill to accomplish this purpose would include the following
language as AS 21.09.210 (J):

A member of the Comprehensive Disability Insurance
Association created in AS21.55.010 may credit against a
premium tax imposed against disability insurance premiums
under this section, an amount equal to an assessment against
the member under AS21.55.220(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.

A new subparagraph should be added to Section 21.55.060 on
page 3. The present paragraph should be designated as sub

paragraph (a). A new subparagraph (b) should be added to read:

A member of the Association 1is entitled to receive a credit
against taxes levied by the state on disability insurance

premiums as provided in AS21.09.210(j) -

The 1990 CSSSSB-304 1legislation allowed for such a credit by
the inclusion of the above-referenced language.

Most states with uninsurable risk pools either have the
losses covered by a broad-based funding mechanism, 1i.e., general
funding, dedicated taxes or allow a premium tax offset as
mentioned above. Examples of dedicated taxes imposed by other
state uninsurable risk pools include: California - funding fronm
cigarette and tobacco products surtax fund; Colorado - funding
by imposing a $2.00-4.00 charge on state taxpayers whose federal
income tax return indicates an adjusted gross income in excess of
$15,000; Louisiana - funded by a $2.00 service charge on each
admitted hospital day and $1.00 charge for admittance to an
ambulatory surgery center. Fees are paid by all private payers
as a medical expense; Maine - assessment on all revenues of
hospitals in the state.

An adequate premium must be charged to the insured, reflect—

ing the 1increased risk that will be borne due to their
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preexisting medical condition. SB-74, as proposed, permits a
maximum premium of 125 percent of the average of five Association
members®™ standard premiums for similar-type benefits. CSSSSB-304
(1990) included a 150 percent premium based on the average of an
estimate of five Association members®" standard premium for Ilike-
type benefits. It is our understanding that Senator Coghill and
the group of interested parties had further agreed that the
premium would be raised to 175-200 percent of standard risk.

Most state insurance risk pool plans allow premiums greater than
125 percent. Therefore, we strongly encourage the committee to
increase the premiums to 200 percent of the average of five
Association members®™ plans. Even with a 200 percent premium, the
claims experience of these uninsurable individuals will be
inadequate to cover all the claims losses.

Deductibles are a mechanism to reduce the cost of che

insurance policy premium to the purchaser. CSSSSB-304 called for
two alternative deductibles: $1,000 and $5,000. SB-74 has
substantially reduced deductibles - $200, $500 and $1,000.

Today, the average private sector deductible for standard
policies 1is considerably higher than $200. In addition, many

state uninsurable pools have deductibles substantially greater
than those proposed in SB-74. We request the committee consider
increasing the deductible to a more appropriate level such as
those proposed in last year®"s CSSSSB-304.

Unlike CSSSSB-304, SB-74 includes Medicare-eligible persons
within the uninsurable risk pool, allowing the pool to act as a

Medicare supplement plan. We oppose this inclusion, as the
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purpose of the uninsurable risk pool 1is to provide coverage for
those without any insurance. People covered under Medicare have
coverage and are also eligible to purchase Medicare supplement
insurance. Medicare supplement policies are available in Alaska.
Congress 1included in the Omnibus Budget Reconciliation Act of
1990 - P.L.101-508 - that Medicare supplementary policies meet
specific National Association of Insurance Commissioners (NAIC)
standards. The NAIC 1is actively working on the development of
the ten variations which will be before the NAIC for adoption
later this year. Therefore, we do not see the need for inclusion
of Medicare supplement coverage within the uninsurable risk pool
and urge the committee "0 remove that provision which s
21.55.100(b) on page 3. CSSSSB-304 did not include Medicare
supplementary insurance within the uninsurable risk pool.

SB-74 requires a lifetime maximum of $1 million per
individual. This coverage is higher than many of the state
uninsurable risk pool programs. To further make the pool premiunm
more affordable, we suggest reducing the policy lifetime maximum
to $500,000 similar to the amount contained within CSSSSB-304.

CSSSSB-304 allowed for a preexisting exclusion of 12 months.
However, SB-74 allows only 3 months for such an exclusion. It is
necessary to collect an adequate premium over a period of time in
order to cover the losses for expected claims, as for people with
preexisting conditions. Therefore, a three-month preexisting
exclusion is an inadequate amount of tim-" and will lead to
further losses for the pool, especially as the premium charge

will be inadequate to cover all claims incurred. Therefore, we
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strongly encourage the committee to amend the 3-month preexisting
time limit to 12 months.

Section 21.55.220 allows an employer who has one or more
eligible persons enrolled in a state plan to pay for the premiums
of that person. We are concerned that such a provision will
allow employers to "dump"™ higher risk employees into a state pool
which is available only for individuals who are medically unin—
surable, i.e., those who have been declined health 1insurance.

The purpose of the uninsurable risk pool is not to reduce the
cost of an employer’s overall premium for their employees - by
their eliminating a higher risk employee from the group - but to
provide access to health insurance to medically uninsurable
individuals. HIAA recognizes that some small employers have been
declined insurance because one or more of the employees have
proven to be uninsurable. However, SB-242 will preclude that
from occurring, and all employees of an employer will be covered.
Therefore, provisions in SB-242 negate the need to find high-risk
employees an alterative to their group plan. Employers should
not be encouraged nor given the opportunity to "dump"™ higher risk
employees into a state uninsurable risk pool.

Section 21.55.300 in SB-74 does not include a listing of

persons who are ineligible for coverage, as does Section
21.55.300(b) in CSSSSB-304. It is imperative to list those
persons who would not be eligible for coverage, i.e., a person

who at the time of application is eligible for medical
assistance; a person who terminated coverage under the chapter in

the previous 12 months; or that a person on whose behalf the pool



has paid out the maximum Ilifetime benefits; or for persons who
are inmates of public institutions; or persons whose benefits are
duplicated under public programs.

The purpose of 1insurance 1is to provide coverage for so..,e
unexpected, future event. Allowing applicants to pay retro—
actively for coverage back to when their previous contract was

terminated is a violation of the principle of insurance.

Coverage should be based on a prospective, not a retrospective
basis. Therefore, we strongly encourage Section 21.55.330(b) to
be deleted. HIAA is very willing to work with the committee in
developing a workable, affordable, uninsurable risk pool that

will be to the benefit of Alaskan medically uninsurable

residents. Participation by health insurers 1is required in the
uninsurable risk pool, as a privilege of doing business in

Alaska. Insurance companies want to support and participate in
the risk pool. However, the absence of a broad-based financing

mechanism or a premium tax offset for the claims-incurred losses

to pay the residual losses will result in a failed system with

severe financial implications to the insurers licensed in Alaska.
We thank the committee for 1its consideration of

incorporating the provisions of CSSSSB-304 into SB-74.



THOMAS A TURNER, CLU
INSURANCE AND EMPLOYEE BENEFITS

Senator J. Kerttula
P.0. Box V
Juneau, AK 99811

March 10, 1992
Re: SB 74 aoy
Dear Senator Kerttula:

As the chairman of the Southern Alaska Life Underwriters Association Legislative Committee, |
am writing to advise you of our strong support for your bill number 74. In reviewing all of

the health insurance related submitted this session, yours offers the potential to benefit the
?reatest number of .Alaskans. Unfortunately, most of these Alaskans do not have a well funded
obb_){_lngeffort. Self employed individuals, Small business owners and employees and their
families make up this group. The one thing that they all have in common_is one or more medical
Phroblems which deny them access to comprehensible medical coverage. These people fall through

Medc.rac_lés because they either make too much money or have too large a net worth to qualify for
edicaid.

We also support your legislation because it provides for a fiscally responsible mechanism to
guarantee these Alaskans coverage. It is not a socialized all intrusive plan, as some have

proposed, but a solid first step in meeting the needs of most Alaskans who desire adequate
medical care.

Members of our organization will continue to be in contact with you throughout the session, and
hope that we can assist you in getting this legislation passed.

Sincerely,

Thomas A. Turner, CLU _
Chairman, Legislative Committee
Southern Alaska Life Underwriters
TT/jm

cc: Senator Virginia Collins

JATWEST BENSON SUITE 350 ANCHCRAGE ALASKAQES. (0072575216 FAX (C072705016



Ernoat B. Helocho, MD
Fellow of the American Board of Emergency Phynicians
Emergency Department Medical Director
Ketohikan General Hospital
3100 Tongaaa Avenue

xatchikan, Alaska* 99901

March 27, 1902
Senator Jay Knrttula
PO Box V
Juneau, Alaska, 99G11

Dear Senator Kerttula,

I strongly support Senate Bill 7-;, the bill which provides
high risk health insurance for those people found to be
uninsurable. I am a practicing emergency physician 1in Ketchikan,
Alaska, as well as the medical director for Ketchikan General
Hospital Emergency Department.. In my practice 1 have witnessed

again and again the tragic situation of people who have been
denied health 1insurance.

Many people 1in this cataqory are responsible, working
individuals who are excellent neighbors and citizens of our
state, yet who have been afflicted with any of a wide number of
diseases which create claims on a health 1insurance policy. The

unavailability of insurance for individuals with medical
conditions within the state of Alaska has forced patients of mine
to leave Alaska. Others have been driven 1into bankruptcy and are
living w~I11 below the poverty Iline simply trying to keep up with
the costs of their illnesses.

The 1insurance industry insists that they can not accept gucP

high risk individuals. While such a decision makes financial
sense for a profit malting company, we must ask ourselves if this
is how we wish to treat our neighbors when they fail into such
unfortunate circumstances. Senate Bill 74 creates a mechanisnm
whereby such people would be allowed to act responsibly and
purchase their 1insurance like anyone else, admittedly at a
slightly higher rate. This is fully acceptable.

It is not acceptable to deny health care protection to those

who need it most. Senate Bill 74 1is an excellent step toward a
responsible Alaskan health care policy. It is important for

Senate Bill 74 to pass as soon as possible, since more Alaskans
are finding themselves affected by this problem daily. If 1 can
be of any assistance in this matter please feel free to contact
me directly. Thank you for your efforts on behalf of those tc

whom this Jlegislation will be Iliterally life-saving.

Sincerely,

Ernest B. Meloche, MD,
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Consulting
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September 28, 1990 C. Keith PowtU. A3A, MAAA
ryyiimhiw] AdUUy

Office of the Director

Department of Insurance

Juneau, Alaska 99011

Dear Sir:

I was recently asked to make a presentation to an actuarial
meeting on the subject of state pools far people who are
uninsurable for health coverages. The Larger topic of the
meeting was national health insurance, \nd 1 was asked
specifically to examine the possibility that these state
pools (nhow existing or in the process cf£ implementation in 23
states) may be a backdoor approach to .eational health
insurance.

The survey that 1 did in preparation for this presentation
developed some interesting information on the financial

results under those pools, different approaches to funding
used by the various states, eligibility requirements, etc.

As the consulting actuary who reviews tie pool rates for the
Indiana DOI, 1 have often wished that 1 had such information
available; so 1 thought you or a member of your staff might
be interested in the financial results of these pools.

I am enclosing a summary of these finaroial results, as well

as a copy of my presentation. IT you :r a member of your
staff would like to discuss this material, feel free to
contact me. I can usually be reached | u 502-245-1459 on

Monday through Thursday, or by mail at the address below.

Sincerely yours,

C. Keith Powell, ASA, MAAA
Consulting Actuary

9245 Nonh Meridian Strew. Suite 206. Indianapolis, Indiana 46260 317«575*3354



STATE POOLS FOR THE UNINSURABLE.

As of 1989 thirteen states had in place relatively nature
(operational for two years or more) state poola offering health
insurance coverage for residents who can not otherwise get health
insurance. Counting the states with newer programs, some
authorized but still in the process of becoming active, the total
is now 23 states whose populations represent over 50% of the people
in this country , This is about four times the number of such pools
in force five years ago « a very rapid and surprisingly little
publicized development. The ongoing, and worsening, problem of the
lack of availability of private aeotor covtraga for large segments

of the population seems to be a major force driving this growth of
state sponsored pools.

I would Ilike to share with you the results of a reosnt survey of
these programs that | have completed. While | am rambling through
the survey results, you might want to kesp in mind the following
radical thoughts, not original with me:

(i) With the growth of these pools, we might be seeing a form of
national health insurance growing right before our eyes.

(ii) Of the approaches to national health insurance with any chance
of implementation, this might be the one that is most favorable to

the private insurance industry.

Now, to the results of the survey.

(1) Eligibility Requirements.

It is difficult to generalize about eligibility requirements, but
the most common one is an individual's status as wuninsurable for
reasons of health. There are other requirements in several states,
and the type of proof of eligibility based on the status of

uninsurable for reasons of health varies considerably by state.

(2) Financial Results.

If you look at 1969 results for ths thirteen relatively mature
plans, there was $66 million of collected premiums and $112 million
of paid claims, for a paid loss ratio of 165%. The administrative
cost of $9 million was about 8% of claims. If you take out two
large states (Connecticut and Minnesota) that are atypical in
certain important respects, the "loss ratio" drops from the 165%
above to about 139%. Of the remaining eleven states, seven show

loss ratios in the 125% to 150% range.

I think that this loss ratio rangs of 125% to 150% is about where

Consulting Seryices, Inc.



it should bo. This io my conclusion based on looking at
commutation functions for haalth insurance claims and making some
guesses about antiselection in the bigger claims. It is also borne
out as order of magnitude reasonable by conversion experience,
experience on some Blue Cross plans that are not underwritten, and
some social insurance experience.

When you look at details, results are, as you would expect, ell
over the place for reasons such as rate of growth, position in the
rating cycle, etc. Within the eleven more normal plans, the paid
loss ratios for 1969 range from a low of 721 to a high of 172%.

The low loss ratio of 721 was from Washington, a very fast growing
plan that had $122,000 of collected premium in 1988 and $2,065,000
in 1989. Under these conditions a paid claims | collected premium
loss ratio understates incurred claim | earned premium experience
due to the claims reporting and processing lag and to the failure

of collected premiums to reflect the fact thst some of the
collected premiums are not fully earned. The Washington plan also
has a six month |/ six month preexisting condition exclusion. I'n
the presence of such fast growth, a great deal of the experience
woill still be driven by the pre-ex period and as such the loss
ratios will be considerably lover than ultimate experience should
show.

The lowa plan, with its lose ratio of 112%, is another very fast

growth case.

The high loss ratio of 172% for 1989 comes from right here in

Indiana. This resulted from some very special circumstances. The
Indiana plan tried to get approval for an incredibly large rate
increase to be effective 71116 9. The DOX <challenged the rate
increase all over the place, and it was finally approved under the
Indiana deemer provision effective 12/1/89. The effeot of this
delay contributed to the high loss ratio in Indiana for 1989. Just

as a footnote to this story, as come of the Indiana participants
might know, the incredibly high set of rates was rescinded in 1990
and the state plan agreed to stoke partial refunds of the excessive
portion of the premiums.

Again, the purpose of this detail is to present on argument that
most of the plans tend to have cash loss ratios in the range of
125% to 150%. As you might expect, the results by state are all

over the place due to such factors are rate of growth, the pre-
existing condition exclusion provisions, and ths plan position in
its rating cycle.

On additional thought bridaing design and pricing is that there is

surprisingly little exclusive provider design in those plans. This
could be the one angle that could really contribute to bringing

Consulting Services, Inc.



down the loss ratios aomewhat. It should bs possible to get some
excellent discounts from hospital and physician providers by
promising them these very high using populations.

(3) Funding Mechanism.

Premiums are most often set at 125% to 150% of the some version of
an average price for underwritten products in the state. This
price reason pops up for many reasons.

At the low end of the 125% to 150% range, it is probably a friendly
gesture to the insurance industry to try to keep the price above
125% of the average hot selling underwritten rate. By keeping the
rate 25% over the average selling rate for underwritten products,
it is safe to assume that there will be little ox no loss of
private sector underwritten business to the pools. Notice that but

for this point of wanting to protect the private sector you could
logically justify holding the pool rate below 125% of the average

soiling rate for an underwritten product. Recall that the
underwritten rates generally target 50% to 70% loss ratios, so a
pool rate based on 125% of the average underwritten selling rate
means that the pool is allocating twice as high a percent of

premium to benefit costs as the private sector product does.

If you go much higher than this range of 125% to 150% of the

average underwritten selling rate a look at claims distributions
and almost any reasonable guesses about antiselection show that the
product will be priced well above "reasonable" for a very large
portion of the people needing the product. This would discourage
purchase of pool products by not only a large number of the people
w ho need it but also by the very people who do not tend to

contribute large losses to the pool.

The linkage between this 125% to 150% and the emerging loss ratios
of 125% to 150% mentioned earlier is very tenuous. There actually
might ba a littl* bit of a linkage, but it is pretty far out there

and it io probably best to think of them as unrelated concepts.

Remaining costs (in addition to premiums) ore wusually paid by
either (i) the insurance industry in the state or (ii) local health
care providers, and there 1is often some kind of tax offset that
ultimately brings it to roost on genoral revenues.

(4) National Health Insurance Implications.

In 1989, 13 states (representing roughly 20% of the u. S.
population) paid $112,000,000 in health benefit costs to providers,
$9,000,000 for administration mainly to the insurance industry, for
a total cost of $121,000,000. This was offset by $68,000,000 in
premiums collected, for a net cost of $53,000,000. With all. kinds

Consulting Services, Inc.



4.

of caveats, extrapolating that to the entire U. 8. would have cost
lens than $300,000,000. These numbers relate to programs that are
almost exclusively freedom of choice arrangements that have made
very little effort to get the savings from exclusive provider
arrangements; and proper use of exclusive provider arrangements
could introduce an element of savings. Again, with still more
caveats, it had no direct impact on the federal deficit.

Note how nicely these pools dovetail with existing public and
private health insurance programs*

Medicare and Medicaid are the major social insurance programs in
this country. Medicare people generally do not need the pool
benefits because the Medicare program itself is so comprehensive.
Medicaid people generally already have some kind of half way decent
benefits. They are not as generous as those in the state pools,

but then Medicaid people generally pay nothing for their benefits.

| am going to try to summarize the value of this concept of
national health insurance to the insurance industry, at ths risk
of getting up on the eoap box.

Over the last half century the private health inr-urance industry
has proved itself totally incapable of providing significant
medical expense benefits on an individual bé&sit to people with
serious health problems, in spite of the fact that these people beg
for our products and are willing to pay almost anything asked for
the benefits. At least for freedom of choice insurers there is no
reason to believe that this is changing, and in fact the problem
SEems to be worsening each year health cars costs grow faster than
other <costs. W hile this is a very serious indictment of our
industry, it does point out that the people that w« are losing to
these pools are the very people that we could not handle anyway.
In fact, the payments that the health insurant industry receives

to administer the benefits for these people probably exceeds
aggregate premiums that the industry could collect from them for

msaningful medical expense benefits; and absent rtate legislation
making the cost fall directly on insurers, comes without
underwriting losses or significant financial r”~sks.

These pools leave with the health industry the very people that the
health insurance most wants and takes the people that they do not
want.

With cavwats, | would like to suggest that this may be the feasible

approach to national health that is kindest to the health insurance
industry.

Consulting Services, Inc.



Uninsurable Pool Data

Prams,
State Col.
Connecticut
1983 3134889
1984 3473145
1985 3285762
1986 3532941
1987 3166476
1988 3460337
1989 4495672
Comment - These results may
Blue Crose plan in the proo
Florida
1983 23759
1984 505798
1985 1107581
1986 1770171
1987 2858173
1988 5294446
198¢c 12443960
Indiana
1983 2352179
1984 6356995
1985 7505144
1986 7197774
1987 6301707
1988 5607908
1989 6210701
Comment -The Indiana loas r
artificially low due to the
lowa
1987 164995
1988 1008691
1989 2876251
Comment -The Indiana lose* r
artificially low due to the

1
Claims Admin. Lobs Admin
Paid Paid Ratio (t Claims)
3442223 272550 109.80% 7.92%
4454451 315450 128.25% 7.08%
4579461 276379 139.37% 6.04%
4203833 246156 116.99% 5.86%
6663081 337235 209.11% 5.06%
7293434 412942 210.77% 5.66%
10438000 567826 232.17% 5.44%
not be typical due to the presence of
eas of being phased out.
0 0 0.009 ERR
141430 69114 27.96% 48.87%
774174 103946 69.90% 13.43%
1686195 1841389 95.26% 10.96%
3963710 357017 138.68% 9.01%
8581468 1134991 162.08% 13.23%
17425025 2810723 140.03% 16.13%
217878 56512 9.26% 25.94%
6843691 256462 107.66% S.75%
9518759 253524 126.83% 2.66%
11552494 443791 160.506 3.84%
11564602 459462 183.52% 3.97%
9640519 500643 171.91% 5.19%
10690610 670565 172.13% (1.27%
atios for the laet few years are held
reluctance of the pool to raiae rates.
56725 16560 34.38% 29.19%
1249159 82560 123.84% 6.61%
3232227 339660 112.38% 10.51%
atios for the last few yeara are held
reluctance of the pool to raiae rates.
Consulting Services, Inc.



8tata

Rain®
1988
1989

Minnesota
1983
1934
1985
1986
1987
1988
1989

Montana
1987
1988
1989

Nebraska
1986
1987
1988
1989

New Mexico

1988
1989

North
198.:-
1984
1985
1986
1987
1988
1989

Tannansee
1987
1988
1989

Uninsurable

Dakota

Pool

Prams.
Col.

15179
228189

4082351
6413829
9492438
10772454
11407281
14197219
18459482

9870
97026
316276

8414
458857
1221792
2572213

233053
1222400

1386C6
455874
094701
1321991
1626977
1937903
2261638

556763
3236204
8433944

Consulting Services,

Data

Claims
Paid

0
290179

6981967

9761835
13324992
18913879
21893358
27098596
38373578

0
65374
395050

0
443233
1808813
4088816

127399
1565229

345918
1058694
1704980
2863886
3389229
3340441
3691487

17450
2807338
10212644

Admin.
Paid

3396C
81265

383741
665100
984514
904886
920773
1340562
2115892

9759
14675
24523

11558
14600
57097
128223

103475
157945

25305
35904
56756
108756
174130
234984
278007

0
317930
623744

Loss
Ratio

0.00%
127.17%

171.03%
152.20%
140.37%
175.58%
191.92%
190,87%
207.88%

0.00%
67.38%
124.91%

0.00%
96.60%
148.05%
158.96%

54.67%
128.05%

249.46%
232.23%
190.57%
216.63%
208.32%
172.37%
163.22%

3.13%
86.75%
12: . 09%

Inc.

Admin

(6 Claim®

ERH
28.01%

.50%
.61%
.39%
.78%
.24%
.95%
.51%

[ I U NS NG ST

ERR
22.451
6.21%

ERR
3.29%
3.16%
3.14%

81.22%
10.09%

.32%
.39%
.33%
.80%
.14%
.03 %
.53%

N N Ooww w N

0.00%
11.32%
6.11%



State

Washington

1908
1989

Wisconsin
1983
1984
1985
1986
1987
1988
1989
Comment. -
credit

Total
1983
1984
1985
1986
1987
1988
1989

Total - Minus

1983
1984
1985
1986
1987
1988
1989

against

Press.
Col.

Earned
124260
1940334

1232332
2079996
2600586
2856286
2959861
4036671
6676614

Participating in
premium or

10964196
19285637
24886212
27460031
29530953
40490689
68137874

Connecticut

3746956

9396663
12108012
13154636
14937196
22833133
45182520

Consulting Services,

and

Uninsurable Pool Date

Inc.

Claims Admin. Loss Admin

Paid Paid Ratio (1 Claims
Incurred
74121 78575 59.65% 106.01%
2543839 204221 131.10% 8.03%
2463703 156964 199.92% 6.37%
3104604 196338 149.26% 6.32%
3265492 210646 125.57% 6.45%
3336087 284500 116.00% 8.53%
3956056 366245 133.66% 9.26%
5518189 906350 136.03% 16.43%
9754103 883303 146.09% 9.08%
surers are not permitted any kind of
Income taxes.
13451689 895072 122.69% 6.65%
25364705 1538368 131.52% 6.06%
33167866 1883765 133.28% 5.69%
42556374 2184536 154.98% 5.13%
51947449 2663781 175.91% 5.13%
67604851 5218944 166.96% 7.72%
112700787 8087977 165.40% 7.89%
Minnesota

3027499 238781 80.80% 7.89%
11148419 557818 118.62% 5.00%
15263413 624672 126.06% 4.09%
19438662 1033494 147.77% 5.32%
23391010 1397773 156.60% 5.98%
33212821 3463440 145.46% 10.43%
63889209 6204259 141.40% 9.71%
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United States
General Accounting Office
Washington, D.C. 20548

Human Resources Division

B-230452
April 13, 1988

The Honorable Edward M. Kennedy, Chairman

The Honorable Orrin G. Hatch, Ranking Minority Member
Committee on Labor and Human Resources

United States Senate

This report responds to your March 23, 1987, request
concerning state-administered health insurance risk pool
programs. You asked that we determine the programs*”
characteristics, enrollment, and financial experience; the
characteristics of the persons they 1insure; and their success
in meeting expectations. We agreed with your offices to focus
on the programs in Connecticut, Florida, Indiana, Minnesota,
North Dakota, and Wisconsin. These six state programs had
been in operation for 3 or more years and, therefore, had
sufficient experience to permit analysis. We also obtained
information on programs 1in the other nine states that have
more recently enacted risk pool legislation. We obtained oral
comments on this report from the Department of Health and
Human Services and have incorporated them where appropriate.

Risk pool programs provide health 1insurance to individuals who
cannot obtain it because their health conditions make then

unacceptable risks to private insurers. The programs provide
comprehensiv . insurance coverage similar to that of employer-
sponsored group health plans. Costs to the 1insured are

relatively high because of generally large deductibles and
premiums that are usually 25 to 50 percent more than those
paid by individuals with private health insurance.

Despite high premiums, the programs require a subsidy. Two
states subsidize their risk pools directly from state revenue,
while most of the 15 states that have enacted risk pool
legislation assess risk pool deficits against insurers doing

business 1in the state. In the majority of these states,
however, insurers may credit their full share of risk pool
deficits against state premium or corporate income taxes.
Allowing a tax credit results 1in reduced tax collections and

has much the same effect as financing the risk pool from
general revenues.

The six programs we reviewed have consistently operated at a
loss, paying an average of $1.60 in claims for each dollar of
premium income 1in 1986. According to estimates prepared by
the Health Care Financing Administration (HCFA), private
insurers nationally paid $0.87 1in claims per dollar of premiunm
income during that year.
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HEALTH INSURANCE: RISK POOLS
FOR THE MEDICALLY UNINSURABLE

INTRODUCTION

About 63 percent of the population 1is covered by health

insurance that is related to employment, normally a group insurance
plan. Persons not covered by a group plan may purchase an
individual plan. When writing an individual policy, 1insurance

companies normally obtain information on the individual®s medical
condition to assess the risks involved in providing coverage.
Occasionally companies either refuse to provide coverage to, or
limit coverage for, persons who have chronic medical conditions
that are costly to treat. These persons are commonly referred to
as the medically uninsurable.

An estimated 37 million Americans Jlack health insurance
coverage. Researchers believe that from 1 to 2 million of these
persons cannot obtain insurance because of medical conditions that
make them unacceptable risks to private 1insurers. Researchers also
believe that this group is growing because (1) an increasingly
competitive insurance market has led insurers to adopt more
restrictive health 1insurance standards; (2) increasing health care
costs, and resulting increased insurance premiums, have discouraged
some employers from providing group health insurance as an employee
pbenefit; and (3) advances 1in diagnostic testing have enabled
insurers to identify individuals who have potentially costly
illnesses.

In the past, Blue Cross and Blue Shield Plans have been a
source of insurance for the medically uninsurable. During the
1930s, when the plans pioneered health insurance, all group and
individual subscribers paid a uniform rate regardless of their
health status. Enrollment in the plans was open to all, and
individuals who were at risk of incurring high medical <costs
benefited because their premiums were subsidized by lower risk
individuals. Commercial companies entered the field in the 1940°s,
and a competitive for-profit health insurance industry developed.

In this competitive environment, Blue Cross and Blue Shield
Plans began to base premiums for large group policies wholly or
partly on the group®"s health experience, rather than on the
experience of all their subscribers. Therefore, the plans had
fewer lower risk individual subscribers to subsidize health care
costs for high-risk individuals. Not all Blue Cross and Blue
Shield Plans continue to offer individual 1insurance coverage
without regard to health status, referred to as open enrollment.
As of October 1987, Plans in 11 states and the District of Columbia
offered open enrollment. Appendix I 1lists the states in which

Plans offer open enrollment.



To help the medically uninsurable, 15 states have passed
legislation establishing health insurance risk pool programs.1
Typically, the states create associations to operate the programs
and require all insurers doing business 1in the state to be members.
The associations offer insurance to eligible individuals and
establish premiums. If premiums do not cover expenses, deficits
are generally shared among association members. Table 1 shows the
states that have enacted legislation, and the effective dates.

Table 1; Effective Dates of Risk Pool
Authorizing Legislation5

State Effective date

Connecticut Apr. 1976

Minnesota July 1976

Wisconsin Jan. 1981

North Dakota July 1981

Indiana Sept. 1981

Florida July 1982

Montana July 1985

Tennessee July 1986

Nebraska Sept. 1983

lowa Jan. 198/

New Mexico Apr. 1987

Washington May 1987

Illinois Apr. 1987

Maine Sept. 1987

Oregon Sept. 1987
aRhode Island established a risk pool in 1975. However, Blue Cross
and Blue Shield of Rhode Island offers open enrollment. According
to a state official, no more than 10 or 12 persons have been
enrolled in the risk pool at any time. Because of its small size,
we did not examine the Rhode Island program.

In addition, according to a study conducted by the
Intergovernmental Health Policy Project, legislatures 1in 12 states
considered, but did not enact, legislation authorizing a risk pool
during 1987. Appendix Il lists these states.

OBJECTIVES, SCOPE, AND METHODOLOGY

On March 23, 1987, the Chairman and the Ranking Minority
Member of the Senate Committee on Labor and Human Resources asked
us to obtain information on health insurance risk pools. In later
discussions with their offices, we agreed to obtain information on
I-Blue Cross and Blue Shield Plans in the 15 states with risk pools
we examined do not offer open enrollment.



- the programs® <characteristics, including eligibility
requirements, covered medical services, deductibles, and
coinsurance requirements;

- the programs®™ =experience concerning enrollment, premiunm
income, claims expenses, and subsidy requirements;

- enrolles”™ characteristics, including age, gender, primary
illness, and the types and costs of medical services they
have received; and

- the extent to which the programs have met the expectations
that led to their creation.

As agreed with the Senators®™ offices, our review focused on
the programs in Connecticut, Florida, Indiana, Minnesota, North
Dakota, and Wisconsin. These six state programs had been in
operation for 3 or more years and, therefore, had sufficient
experience to permit analysis. We also obtained information on
programs in the nine other states that have more recently
established risk pools.

In the six states, we spoke with and obtained and reviewed
appropriate documentation from (1) risk pool progranm
administrators, (2) officials of state insurance departments, and
(3) representatives of private groups 1interested in the programs.
For the other nine states, we 1interviewed and obtained documents
from program administrators. We also interviewed representatives
of national organizations interested 1in risk pools. Appendix 111
lists the groups and organizations we contacted.

To obtain information on program characteristics, we analyzed
authorizing legislation, reviewed program administrative policies
and procedures, and examined risk pool 1insurance policies. We

compared program characteristics to data on employer-sponsored
group insurance plans reported by the Bureau of Labor Statistics
(BLS) in its June 1987 Survey of Employee Benefits in Large and
Medium Firms, 1986. We discussed program characteristics with
program administrators, state insurance department officials, and
representatives of private groups interested in risk pools to
obtain their views of how program characteristics affect progranm
operations.

To obtain information on the programs® enrollment and
financial experience, we analyzed program financial and operating
reports prepared by program administrators and state 1insurance
departments. We also discussed enrollment and financial trends
with these officials.

To obtain information on the 1insured, we analyzed reports
prepared by program administrators and state insurance departments,



and interviewed program administrators, risk pool association

representatives, and state insurance officials. Except for
Wisconsin, which surveyed risk pool enrollees in 1982, 1984, and
1986, Ilimited information on the characteristics of the insured was
available. Moreover, the results of Wisconsin®s surveys may not

accurately represent the characteristics of enrollees in that
state"s risk pool because many of those surveyed did not respond,
and state officials did not analyze the characteristics of
nonrespondents to determine whether differences existed between

them and respondents.

To obtain information on how well the programs have met the
expectations that 1led to their creation, we examined authorizing
legislation and reviewed legislative histories and progranm

evaluations where available. We also discussed the programs”®
effectiveness with program administrators, state 1insurance
officials, and representatives of private groups interested in risk
pools.

Our fieldwork was conducted between April and November 1987 in

accordance with generally accepted government auditing standards.
We obtained oral comments from the Department of Health and Human
Services, and have revised the report to reflect these comments
where appropriate.

R1ISK POOL PROGRAM

CHARACTERISTICS

Risk pools provide health insurance that is comprehensive, but
costly, to persons who can afford, but have difficulty obtaining,
health insurance. Risk pool 1insurance covers a broad range of

health services comparable to those covered through group health
insurance plans offered by large and medium-si”“ed employers.

Deductibles, or the covered medical expenses an enrollee pays
before the plan pays, are usually higher under risk pool insurance
than under typical group plans. Further, premiums charged for risk
pool 1insurance are norn,l,""v ,0 50 percent higher than rates
private 1insurers charge xndividual policy. The premiums
that risk pools charge d. over claims expenses. Risk pool
operating losses are generally shared among private insurers doing
business in the state. Most states, however, allow insurers to

offset these losses through state tax credits.

Risk Pool Management

The organizational structures of the 15 state risk pools are
essentially the same. The risk pool 1is operated by an association
consisting of health insurance providers doing business 1in the
state, including commercial health insurance companies and Blue
Cross and Blue Shield Plans. Twelve states also require health

i

maintenance organizations to be association members. While
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Eligibility Requirements

To be eligible for risk pool enrollment, individuals must
normally have been rejected for health insurance by one or more
insurers. Ten states also grant eligibility to persons who either
hold or have been offered a policy with premiums higher than risk
pool premiums. Eleven states permit enrollment if an individual
was offered a policy that excluded coverage of specific medical
conditions. Seven states allow applicants with specified
diseases- such as cancer, acquired immunodeficiency syndrome
(AIDS), or jJjuvenile diabetes- that generally make it difficult to
obtain insurance to enroll without meeting other requirements.
Table 2 summarizes the eligibility requirements of the various
state programs.
NSelf-insured organizations directly bear the risk and cost of
providing health care coverage rather than purchasing coverage fronm
an insurance company.



Table 2: Eligibility Requirements for
State Risk Pool Programsa

Individuals are eligible if they

Are Are
Are offered offered
refused limited high Suffer
coverage coverage premiums from
by (number by other by other specified
State of insurers) insurers insurers diseases
Florida Two Yes Yes No
Illinois One No Yes Yes
Indiana Two Yes Yes Yes
lowa One Yes Yes Yes
Minnesota One Yes Yes Yes
Montana Two Yes N o N o
Nebraska One Yes Yes Yes
New Mexico One Yes Yes No
North Dakota One Yes No No
Oregon One No No Yes
Tennessee One Yes Yes Yes
Washington One Yes Yes No
Wisconsin One Yes Yes No

Connecticut and Maine do not have these eligibility r<
Insurance Benefits

Risk pool insurance covers a comprehensive range of medical

services and 1is comparable to the coverage that large and medium—
sized employers make available through their group health plans.
Table 3 provides examples of medical services typically covered or

excluded under risk pool insurance policies. - -

Table 3; Medical Services Typically Covered
or Excluded Under Risk Pool Insurance Policies

Covered Excluded
Hospital services Experimental treatments
Physician services Cosmetic treatments
in-hospital and Eyeglasses and hearing aids
out-of-hospital Dental care
Prostheses Routine physical
Durable medical examinations
equipment Expenses payable under
Physical therapy other insurance or under
Oral surgery government programs
Custodial care

10



The programs also protect enrollees from extraordinary medical
costs by limiting the out-of-pocket expenses that they must pay
during the year. Taole 4 shows the out-of-pocket medical expense

limits under the state risk pool programs.

Table 4; Out-of-Pocket Medical Expense Limits
of State Risk Pool Programs

Out-ofmpocket limit

State Individual Family
Connecticut $2,000 $4,000
Florida3 2,500 5,000
Illinois 1,500 3,000
Indiana3 1,000 2,000
lowa3 1,500 3,000
Maine 1,500 3,000
Minnesota 3,000 b
Montana 5,000 b
Nebraska 5,000 b
New Mexico” 1,500 2,500
North Dakota 3,000 b
Oregon c ¢
Tennessee” 1,500 2,000
Washington3 1,500 3,500
Wisconsin 2,000 4,000
aThe program also offers a higher out-of-pocket lin
premium.

ALimit on out-cf-pocket medical expenses 1is applied "per covered

person." No family limit 1is provided.

cAs of January 1988, Oregon had not established an out-of-pocket
expense limit for its progranm.

Cost-Sharing and Benefit
Limitation Provisions

Risk pool insurance policies contain a number of cost sharing
and benefit limitation provisions. These features, which are
traditional mechanisms that have long been used in the insurance
industry, include

- deductibles, or the amount of covered medical expenses,
either for a calendar year or per hospital admission, an
enrollee must pay before the plan provides coverage;

- coinsurance, or the fixed percentage or amount of covered

medical expenses an enrollee must pay after satisfying
deductible requirements;
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- waiting periods during which expenses to treat medical
conditions diagnosed before the policy was 1issued, referred
to as preexisting conditions, are not covered; and

- limitations on the maximum amount of medical expenses that
will be paid during the enrollee"s lifetime.

Cost Sharing Provisions

Risk pool deductibles for medical expenses are generally
higher than deductibles under the group health plans that large and

medium-sized employers offer. According to risk pool officials,
high deductibles discourage unnecessary use of medical services and
help control costs. With one exception, Wisconsin, the programs
allow enrollees to select from among two or more deductible
amounts. BLS found that group health plans covering 78 percent of

employees at large and medium-sized firms have medical expense
deductibles of $150 or less and that plans covering 93 percent of.
the employees have deductibles of $200 or less. Table 5 shows the
range of medical expense deductible amounts wunder state risk pool

programs.

Table 5: Deductible Amounts for
State Risk Pool Programs

Medical expense deductibles
for an individual

State Lowest Highest
Connecticut $400 $1,500
Florida 1,000 2,000
Illinois 250 1,000.
Indiana 200 1,000
lowa 500 1,000
Maine 500 1,000
Minnesota 500 1,000
Montana 500 1,000
Nebraska 250 1,000
New Mexico 500 1,000
North Dakota 150 1,000
Oregon a a
Tennessee 500 2,000
Washington 500 1,000
Wisconsin 1,000 1,000

aAs of January 1988, Oregon had not established a deductible for
its program.

Risk pool coinsurance requirements were generally comparable
to those required under group health plans that large and medium—
sized employers offer. Thirteen of the 15 states require enrollees
to pay 20 percent of covered medical expenses after meeting

12



deductible requirements. Nebraska requires a 10-percent
coinsurance payment, and, as of January 1988, Oregon had not
established a coinsurance percentage. BLS found that group health
plans covering 86 percent of employees at large and medium-sized
firms also contained a 20-percent coinsurance feature.

Benefit Limitation Provisions

Risk pool insurance policies exclude preexisting medical
conditions from coverage for a period of time. Preexisting
conditions are those that have been diagnosed or treated during a
specified period before the effective date of the policy- referred

to as the condition period. Costs of treating preexisting
conditions are not covered for a period after the effective date of
the policy- referred to as the waiting period. Insurers have

ng conditions to
nsurance only when

traditionally used waiting periods for preexist
prevent persons in poor health from purchasing
they plan to seek treatment.

Nine programs will waive or reduce the preexisting condition
waiting period if the individual had other 1insurance 1in force
before enrolling. Two of these states require enrollees requesting
a waiver to pay a 10-percent premium surcharge. One state will
also reduce the waiting period for enrollees who pay a surcharge,
whether they had other insurance or not.

Thirteen state risk pool programs limit the maximum amount in

benefits payable during an enrollee"s lifetime. The limits were
generally similar to those of the group health plans that large and
medium-sized employers offer. BLS found that group health plans

covering about 43 percent of the employees at .large and medium—
sized firms were covered by a plan that Ilimited lifetime benefits

to $500,000 or less.

Table 6 shows the benefit limitation provisions of the state

risk pool programs.



= fable 6: Benefit Limitation Provisions of
State Risk Pool Programs

Preexisting condition provisions

Condition Waiting Maximum

period period Waiver lifetime
State (months) (months) provision benefit
Connecticut 6 12 a 1,000,000
Florida 6 6 None 500,000
Illinois 6 6 b,c 500,000
Indiana 6 6 None None
lowa 6 6 b 250,000
Maine 3 3 a,b 500,000
Minnesota 3 6 a 250,000
Montana 60 12 b 250,000
Nebraska 6 6 d 500,000
New Mexico 6 6 b None
North Dakota 3 6 b 250,000
Oregon 6 6 d 1,000,000
Tennessee 6 6 None 500,000
Washington 6 6 b 500,000
Wisconsin 6 6 None 500,000
aWai.ting period may be waived or reduced under certain limited

circumstances.

AWaiting period will be waived if the applicant had other health
insurance 1in force before enrolling 1in the risk pool.

< Waiting period will be reduced if the applicant also pays a
premium surcharge.

"Waiting period will be waived if the applicant had other health
insurance in force before enrolling in the risk pool and pays a 10-

percent premium surcharge.
Cost-Containment Provisions

Private insurers have included a number of cost-containment
features in their health insurance policies. In general, these
features discourage individuals from seeking unnecessary medical
treatment or encourage them to use less costly treatment
alternatives. BLS surveyed large and medium-sized Tfirms to
determine whether their health plans included any of nine common



co3t-containment measures 3 q~s Tfound that s percent of the
employees at large and medium-sized firms were covered by a plan
that included at least one of the nine cost-containment features.

Like private insurers, risk pool programs include cost-
containment features in their insurance policies. Eight of the
state programs have implemented one or more of the provisions
covered in the BLS survey. The most common provision, a
requirement that decisions to hospitalize enrollees be reviewed by
the program administrator, has been adopted by seven states. Three
states require enrollees to obtain a second opinion before
nonemergency surgery, three states require enrollees to use generic
rather than more expensive brand-name drugs, and three states
require that routine laboratory tests before hospitalization be
performed on an outpatient basis.

Risk Pool Premiums

The basis for setting risk pool iInsurance premiums is normally
prescribed in authorizing legislation. Premiums are usually
established based on the rates charged for private health insurance
in the state and vary based on age and, sometimes, sex and
geographic area. The legislation generally provides for premiums
to be adequate to cover anticipated claims expenses, but it limits
rates to a multiple of the rates charged by private insurers.
Legislation in 12 states provides for multiples between 125 and 150
percent. Three states provide for higher multiple limits,
including Montana, which provides a 400-percent limit. Program
administrators iIn the six states we reviewed survey private
insurers to determine the average rates they charge for health
insurance as a basis for setting risk pool rates. Table 7 shows
the rate limits and examples of premiums charged iIn the six states

reviewed.

~The cost containment measures covered in the BLS survey included
(1) incentives to encourage a second surgical opinion before
nonemergency surgery, (2) incentives to encourage use of outpatient
surgery, (3) incentives to use generic rather than more expensive
brand-name drugs, (@) limits on reimbursement for nonemergency
weekend hospital admissions, (6) separate deductibles for hospital
admissions, (6) incentives to have routine laboratory tests done on
an outpatient basis before hospitalization, (7) higher payment for
delivery at a birthing center, (8) iIncentives to audit the
hospital®s statement, and (9) preadmission certification
requirements.



Table 7: Rate Limits and Examples of Annual Premium
Rates Charged by State Risk Pool Programs

1987 annual premium rates for coverage
with a 81,000 medical expense

Rate deductible for a

limita 40-year -old 55-year -old
State (percent) Male Female Male Female
Connecticut 150 81,156 81,538 82,077 82,486
Florida 200 1,924 1,924 3,153 3,153
ladiana 150 1,162 1,597 2,130 2, 363
Minnesota 125 641 641 999 999
North Dakota 135 945 945 1, 383 1, 383
Wisconsin 150 996 1, 320 1,784 1,660

aBased on rates charged for private health insurance in the state.
Financing Program Deficits

Risk pool authorizing legislation generally prescribes how
program operating deficits will be financed. In 12 of the 15
states, deficits are shared among risk pool association members
through assessments voted by the association®s governing body.
These states distribute assessments in proportion to each member®"s

share of total premium incomed4 in the state except in Connecticut,
which assesses members according to their share of total clainms
paid, and 1in Washington, which assesses members according to their
share of total health 1insurance subscribers. Maine plans to
finance deficits through a tax on hospital revenues, while Illinois
will subsidize its risk pool from general revenues. Tennessee will
provide up to $2 million a year from general revenues to cover
deficits, with any remaining deficits made up from assessments to
association members. Oregon assessed association members for
startup costs, but state legislation does not address how operating

deficits v/ill be financed.

Nine of the 12 states that assess deficits against association
members allow them to credit the assessments against their state

taxes. Allowing a tax credit results in reduced tax collections
and has much the same effect as subsidizing risk pool 1losses from
general revenues. In the other three states, assessments are

considered a cost of doing business that the state insurance
department may consider when approving rates the companies propose
for their health insurance plans.

APremium income 1is the revenue an 1insurer earns Tfrom the sale of
insurance.
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As stated earlier, legislation in six states provides for
self-insured organizations to be risk pool association members.
The courts, however, have held that because employers with self-
insured health plans are exempt from state insurance regulation
under the Employee Retirement Income Security Act of 1974, they
cannot be required to participate in risk pools.

Insurance industry officials and program administrators in the
states we reviewed believed that exempting self-insured
organizations from risk pool participation can unfairlyincrease
the burden on persons who obtain private insurance from risk pool

association members. Even in states where tax credits relieve
insurers from subsidizing risk pools, officials were concerned
because of the possibility of the tax credit being repealed.
Minnesota, for example, repealed its tax credit provision in 1987.

RISK POOL ENROLLMENT AND
FINANCIAL EXPERIENCE

In five of the six programs we reviewed, enrollment has
increased since 1983. For the six programs, total enrollment
increased 48 percent to 20,545 persons. However, the Minnesota

risk pool, with 10,842 insured, has 53 percent of the six-state
total.

The risk pools in the six states have consistently operated at

a loss. In 1986 the programs paid an average of $1.60 in clainms
for each dollar of premium income. According to estimates
prepared by HCFA, private insurers nationally paid about $0.87 1in
claims per dollar of premium income during the same period. To
date, however, assessments to risk pool association members 1in the

three states that do not permit tax credits have been modest when
compared to the total volume of insurance business in the states.

State officials have found that often a conflict exists

between the objectives of (1) increasing enrollment by enhancing
the attractiveness of the risk pool plan and (2) reducing deficits
through higher premiums or reduced coverage.
Enrollment

Enrollment in risk pool programs has 1increased since 1983, but
growth in the programs has not been uniform. Between the end of

1983 (the first year all six were offering policies) and the end of
1986, the number of insured grew from 13,842 to 20,545.5 About
half of the insured at the end of 1986 were in Minnesota. Two
newer programs, those 1in Florida and North Dakota, experienced

s virtually equivalent to the
ng to program officials, since

A"The number of policies in force

i
number of insured persons, accordi

almost all risk pool policies are for individuals rather than families.



significant percentage growth, but from a low base. Table 8
summarizes the number of policies in force at the end of 1983 and
1986.

Table 8: Risk Pool Insurance Policies iIn Force
as of December 31, 1983, and December 31, 1986

Policies 1in force as of

December 31, December 31, Change
State 1983 1986 (percent)
Connecticut 3,419 2,315 -32
Florida 49 1,036 2,014
Indiana 2,288 2,998 31
Minnesota 6,043 10,842 79
North Dakota 245 1,279 422
Wisconsin 1,798 2,075 15
Total 13,842 20.545 48
Because of turnover 1in the enrollee population, the number insured

through risk pools has been greater than indicated by the table.
Excluding North Dakota, for which data were not readily available,
there were about 23,000 policies written and in force during the 3-
year period in addition to the 19,266 policies in force on December

31, 1986.

Wisconsin was the only state that has surveyed former
enrollees to determine why they had canceled their policies. In
1982 Wisconsin surveyed 562 former enrollees and received responses
from 208, or about 37 percent of those surveyed. About 23 percent
canceled because they could not afford the insurance premiums. The
other cancellations resulted from enrollees obtaining group health
insurance coverage, becoming eligible for Medicare, dying, or
moving out of the state.

Fiscal Experience

Risk pools 1in the six states we reviewed have consistently

operated at a loss. The six programs incurred an aggregate net

operating loss of about $18.1 million in 1986- about three times
the 1983 level. Minnesota, with by far the largest enrollment,

experienced the greatest loss, $9,024,228 in 1986. Table 9

compares program operating results for calendar years 1983 and
1986 .
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Table 9; Comparison of Riak Pool Deficita
for Calendar Years 1983 and 1986

Deficit or (surplus) Change

State 1983 1986 (percei
Connecticut $508,721 $885,375 74
Florida (6,276)a 681,157 b
Indiana 177,657 5,160,982 2,805
Minnesota 3,972,634 9,024,228 127
North Dakota 230,896 1,633,219 607
Wisconsin 1,609,052 678,806 -58
Total 16,492,684 SIR.063.767 178

aThe Florida risk pool was 1in operation only during the last 4
months of 1983 and, according to program officials, had a surplus
primarily because of the 12-month waiting period for coverage of
preexisting medical conditions.

“"Percentage change not calculated.

From calendar year 1983 to calendar year 1986, premium income
for the six programs 1increased by 178 percent, while claims expense
increased by 190 percent. Meanwhile, the loss ratio- the ratio of
claims expenses to premium income- increased from $1.54 in claims
per dollar of income 1in 1983 to $1.60 in 1986. In comparison, the
loss ratio for health insurers nationally, according to HCFA
estimates, was $0.87 per dollar of premium income during 1986.
Table 10 shows the 1loss ratios for the six states for calendar
years 1983-86.

Table .10; Risk Pool Loss Ratios for
Calendar Years 1983-86

Claims paid per dollar of
premium income

State 1983 1984 1985 1986
Connecticut $1.10 $1.28 $1.39 $1.19
Florida a 0.28 1.79 1.25
Indiana 0.83 1.56 1.30 1.70
Minnesota 1.87 1.65 1.49 1.76
North Dakota 2.49 2.32 1.91 2.17
Wisconsin 3.02 2.07 1.35 1.19

aThe Florida risk pool was in operation only during the
months of 1983 and, according to the pool®"s audited financial
statements, did not incur claims expense during the period.
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Administrative Expenses

Risk pools in the six states we reviewed reimburse the company
that administers their programs for expenses 1incurred in 1issuing
policies, processing claims, and paying benefits. This
reimbursement, however, is generally subject to limits. Three
states reimburse the program administrator for reasonable costs
incurred, but Minnesota and North Dakota 1limit the reimbursement to
12.5 percent of claims expenses. Indiana and Wisconsin pay the
administrator a basic monthly fee plus additional fees related to
the volume of activities, such as processing 1insurance applications
and insurance claims. Florida, which has the highest rate of
administrative expenses, reimburses the administrator for all
direct costs incurred, pays a monthly fee for 1indirect costs, and
additional activity-related fees. Administrative expenses ranged
from about 3.7 percent of claims expenses 1in Connecticut and
Indiana to about 14.9 percent of claims 1in Florida.

Assessments

Risk pool association members share 1in operating losses
through assessments voted by the association®s governing board.
Because the association normally maintains a cash reserve,
assessments are not necessarily equal to operating losses for any
given year. Table 11 shows the 1986 assessments in the six states.

Table 11: Assessments Levied on Members of State
Risk Pool Associations— 1986

State Assessment
Connecticut $1,490,387
Florida 0
Indiana 4,683,662
Minnesota 9,054,432
North Dakota 1,509,780
Wisconsin 750,000
Total $17,488,261

Despite concerns expressed that risk pool losses will

significantly 1increase insurance costs, assessments to date have
been modest compared to the total volume of insurance business in
the states. For the three states that did not permit tax credits,

risk pool assessments represented less than 1 percent of the total
volume of premium income 1in those states.
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Program Features That

Have Affected Operations

Officials in the six states have adjusted program requirements
and benefits to achieve two sometimes conflicting objectives-

increasing enrollment and controlling costs. Efforts to make the
programs more attractive to potential enrollees, mainly involving
improved benefits, tend to increase operating losses. Progranm
officials have found that, in particular, reductions in and waivers
of preexisting condition waiting periods contribute to increased
program losses. However, when program administrators have
attempted to control costs through premium increases and benefit
restrictions, enrollment has either decreased or increased at a

lower rate.

State program officials have not made a detailed analysis of
how various changes have affected program operations. According to
officials, many factors affect the operations of a risk pool, and
it is difficult to isolate the impact of a change or event from the
impact of the other factors. Nonetheless, program officials told
us that the programs®™ enrollment history and fiscal experience can
provide 1insight into the 1impact policy changes are likely to have
on program operations.

Efforts to Increase
Enrollment

Minnesota has the largest enrollment of the six risk pool

programs reviewed, and that enrollment has grown steadily since
1983. Minnesota law limits risk pool premium rates to 125 percent
of comparable private insurance rates. However, despite
significant loss increases, the state insurance department has not
authorized an increase in premium rates since 1985 even though the
law would have permitted it. As a result, the program has the

lowest premium rates of the six programs reviewed.

Wisconsin has taken several steps to boost enrollment. In
1985 it implemented a program, financed by state revenues, to
subsidize risk pool premiums for low-income individuals. Persons
with a household income of less than $16,500 are eligible for the
premium subsidy, which varies with 1income. Table 12 shows the
percentage of premium subsidies and the number of policyholders
assisted as of December 31, 1986.
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Table 12; Subsidy Percentage by Income and Number of
Persons Assisted by the Wisconsin Program

Household Subsidy as a Number of
income percentage of premiunm policies
Under $9,000 33.3 253

$9,000-%11,999 29. 3 151
$12,000-$14,999 23.0 138
$15,000-%$16,499 17.0 57

Total 599

Participants in this program represented about 29 percent of risk
pool enrollees as of December 31, 1986. Wisconsin officials
estimated that $433,000 was spent for premium subsidies in 1987.
In 1988, the state will introduce a program to also subsidize
deductibles for low-income individuals.

Provisions to waive the waiting period for coverage of

preexisting medical conditions have proven costly. In 1983,

Indiana authorized a waiver for enrollees who paid a 10-percent
premium surcharge. Losses 1increased sharply during 1983 and 1984,
and program officials attributed the increase to the waiver
provision. Similarly, North Dakota introduced a waiver in 1985 to
attract enrollment. According to North Dakota officials, the
additional revenue gained from the 50-percent premium surcharge did
not cover the sharp increase in claims expenses. The state has

since terminated this waiver provision.

22



Efforts to Control Costs

The Connecticut program experienced sharply 1increased losses
in part due to court action that required the program to provide
unlimited coverage for mental and nervous conditions. To moderate
losses, Connecticut increased premiums and doubled both deductibles
and out-of-pocket expense limits for enrollees in 1985. Enrollment
declined by about 20 percent between December 31, 1984, and
December 31, 1985. Program officials identified the changes as a
major factor in the enrollment decline. The state®"s robust economy
and federal legislation extending health benefits to laid-off
workers also contributed to the decline, according to the
officials.

In 1983, Wisconsin took various steps to reduce risk pool
losses. It raised the 1limit on risk pool premiums from 130 to 150
percent of comparable private premiums, extended the waiting period
for coverage of preexisting medical conditions from 30 days to 6
months, and increased the enrollee"s liability for out-of-pocket

medical expenses from $1,500 to $2,000. Growth in progranm
participation has been modest, despite the previously noted premium
subsidies provided to low-income enrollees.

To reduce losses that occurred as a result of waiving the

waiting period for coverage of preexisting medical conditions,
Indiana increased base premiums significantly and, 1in January 1986,
increased the waiver surcharge from 10 to 25 percent. Despite this
action, losses continued to 1increase. Program officials believe
that the higher premiums resulted in only those with the most
costly health conditions enrolling or continuing their enrollment.
Average claims paid per policyholder were $3,713 1in 1986, the
highest of the six programs reviewed. Program officials believe

that enrollees paid the higher premiums and the 25-percent waiver
surcharge because they had an immediate need for medical care.
Indiana has since eliminated the waiver provision.

ENROLLEE CHARACTERISTICS

Risk pool enrollees are most likely to be middle aged. The
limited data available suggest that enrollees incur higher medical
costs generally and incur higher costs for heart and circulatory
diseases, cancer, and diabetes specifically than does the
population at large. State officials are concerned about, but have

little information on, the potential cost impact on their programs
concerning the treatment of AIDS patients.

Researchers who have studied risk pools believe that from 0.5
to 1 percent of the population is medically uninsurable. Their
estimates, however, are rough approximations, not supported by
detailed research on the size and demographic makeup of this

population.
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- 61 percent were not employed, and 13 percent were employed
part time; and

- 88 percent of those who were employed worked for firms
employing 25 or fewer people- firms less Ilikely to provide
group health insurance.

Cost and Nature of
Medical Services Used

The six states we reviewed did not gather consistent data on

the health care costs risk pool enrollees incur. Available
information on medical expense reimbursements made to enrollees,
however, indicates that the costs they 1incur are higher than those
of the average person. Table 14 presents 1986 claims expenses per
policyholder, based on the average number of policies outstanding
for the year 1in the six states. The states did not maintain
consistent data on claims expenses per insured person, and these

figures may slightly overstate average annual expenses for an
individual to the extent that more than one person was insured

under a policy.

Table 14; Average 1986 Claims Expensea per Policyholder
for State Risk Pool Programs

Average claims
expense per

State policyholder

Connecticut $1,742

Florida 2,504

Indiana 3,713

Minnesota 1,804

North Dakota 2,495

Wisconsin 1,555

As the table shows, average claims expense per policyholder,
not including deductible and coinsurance expenses paid by the
policyholder, varied considerably. The weighted average for the
six states was $2,140. In comparison, according to estimates
prepared by the Department of Health and Human Services, per capita
health care expenses, 1including deductible and coinsurance

payments, averaged about $1,620 nationally in 1986.

Three states have gathered information on the conditions that

enrollees suffer from, and one state has gathered information on
the conditions that made it difficult for them to obtain insurance
in the private market. The company that administers the Florida,
Indiana, and Wisconsin programs summarizes claims expenses by the
health conditions that led enrollees to seek treatment. These data

indicate that enrollees in these states 1incur more expenses for the
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treatment of heart and circulatory diseases, cancer, and diabetes
than national averages for all persons the company insures. Table
15 shows the data from the three states.

Table 15: Comparison of 1986 Claims Expenses lIncurred,
by Medical Condition, for Three State Risk Pool
Programs, to Company®s 1986 Average~Claim3 Expense

Percent of claims expenses paid

Company

Medical condition average Florida Imd.i ana Wisconsin
Heart and circulatory

diseases 12 12 15 23
Cancer 7 15 18 13
Abdominal conditions 10 18 10 7
Diabetes 1 5 3 6
Blood disease 1 5 1 5
All other 69 45 53 45

In its periodic surveys, Wisconsin asks enrollees about the
health conditions that prevented them from obtaining private

insurance. In 1986, about 22 percent of those who responded
reported that heart-related diseases prevented them from ootaining
insurance. About 11 percent cited hypertension; 14 percent,
diabetes; and 9 percent, <cancer.

Impact of AIDS on
Risk Pool Programs

Both insurance 1industry and advocacy group officials have
indicated that risk pools can help finance the cost of treating
AIDS patients. The president of the Health Insurance Association
of America, for example, has written that no institution by 1itself
can bear the burden of "the alarming medical bill for AIDS."
Likewise, the executive director of the Gay Men®"s Health Crisis, an

organization interested in AIDS-related health care 1issues, has
acknowledged that insurance companies have legitimate concerns
about the catastrophic cost of treating AIDS patients. Both have

endorsed risk pools as part of the solution to the problem of
financing «IDS care.

Program officials 1in the six states reviewed expressed concern
about the potential 1impact of AIDS-related costs on their risk pool

progranm. None of the states limit coverage of AIDS, and four
states- Indiana, lowa, Minnesota, and Nebraska- specifically make
individuals diagnosed with AIDS eligible for their programs. None

of the states, however, had studied whether individuals likely to
develop AIDS were enrolled 1in their programs or whether enrollees
were being treated for the disease. In two states, officials noted
that the types of medical services being provided certain enrollees
appeared to be consistent with an AIDS diagnosis.
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HAVE THE PROGRAMS MET EXPECTATIONS?
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STATES
District of Columbia
Maryland

Massachusetts
Michigan

New Hampshire
New Jersey

New York

North Carolina
Pennsylvania
Rhode Island
Vermont
Virginia

IN WHICH BLUE
PLANS OFFER

CROSS AND

OPEN
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STATES THAT CONSIDERED, BUT DID NOT ENACT,
LEGISLATION AUTHORIZING A RISK POOL DURING 1987

Alaska
California
Georgia
Mississippi
Missouri

New York

Ohio

South Carolina
South Dakota
Texas

Vermont

West Virginia
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ORGANIZATIONS
RISK

AND
INFORMATION ON

PRIVATE GROUPS
CONTACTED TO OBTAIN
Association

American Diabetes

Washington, D.C.
Blue Cross and Blue Shield Association
Washington, D.C.

Health Affairs
Maryland

Center for

Chevy Chase,

for Agriculture
Minnesota

Communicating
Minneapolis,
Institute

Benefits Research

D.C.

Employee
Washington,

Health Insurance Association of America
Washington, D.C.

Intergovernmental Health Policy Project
Georgetown University

Washington, D.C.

National Association of Insurance Commissioners

Kansas City, Kansas

National Governors’” Association

Washington, D.C.

National Health Policy Forum

George Washington University
Washington, D.C.

The Center for Study of Social Policy
Washington, D.C.

Urban Institute

Washington, D.C.

Washington Business Group on Health

Washington, D.C.

(101122)
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Insurers Weeding Out the Sick

Even

Hi/ Gina Kolata
.Veto York Times

New York

In a new practice, some
health insurance companies
arc starting to divide the sick
from the well, even In large
groups that were once a bas—
tion of security in a tumultu—
ous industry.

Families in large groups had
always felt that if they had been
part of the group for at least six
months or a year, their medical
costswould be covered and their
premiums would remain stable.
But now, some insurance compa—
nies are drastically raising rates
for sick people, and even for peo—
ple they think may become sick..

The result, said Dr. Norman
Daniels, an ethicist at Tufts Uni —
versity who 1is an expert on
health Insurance, isthat ''no one
in this country with private
health insurance coverage who
is in any kind of group plan is
free from the kind of uncertain—
ty that competition is produc—
ing."

One Family** Story

No one knows how common
it is for insurance companies to
raise the rates for the sick in
large groups, which usually con—
sist of employees at big corpora—
tions or members of special-in-
terest organizations. But the ex—
perience of Kathleen Renshaw
of Leucadia, Calif., and others
shows that the problem, once
thought to be limited to small
groups, 1is spreading to large
groups as vell.

Renshaw finally admitted de—
feat in her struggle to keep
group health Insurance for her
family when the annual premi—
um reached $10,000 a year. Her
problem isher 8-year-old daugh —
ter, Marisa, an exuberant child
who swims on a team and takes
singing lessons.

But Marisa has only one kid—
ney, and it does not fully func—
tion. She needs regular checkups
and may face kidney failure in
the future. When the family"s in—
surance company learned of the
problem, which doctors discov—
ered when Marisawas 3, itbegan
doubling the family"s health in—
surance premiums each year,
the maximum increase allowed
by California law.

Finally, the family could no
longer pay, and no other compa—
ny would insure them. Along
with Marisa, Renshaw, her hus—
band, William Harvey, and their
4-year-old daughter, Kirsten,
who has no medical problems,
were out in the cold.

Renshaw and Harvey never
thought they would be without
health insurance. They both
have jobs, they bought group
health insurance through the
alumni association at the Univer —
sity of California at San Diego,
and they always paid their pre—
miums.

"I thought thatwhen you pay
insurance, the Insurance compa—
nies will pay for you when you
get sick,"” Renshaw said.

Spiral of Exclusion*

Donald Light, a sociologist
who Isprofessor of health policy
at the University of Medicine
and Dentistry of New Jersey,
said the family Sexperience is “a
tragic example of the spiral of
exclusion that 1is spreading
through the entire health care
industry.>”

Lightsaid the practice of rais—
ing rates for people who are sick
or have pre-existing conditions
began in small groups, like slf-
insured small businesses, In the
mid- to late 1980s. Although itis
stll most common 1in small
groups, he said, itisspreading to
larger and larger groups. The

in large group plans, those with problems can lose coverage

group Renshaw and Harvey join—
ed has thousands of families.

Donald B. White, a spokes—
man for the Health Insurance
Association of America, which
represents commercial insur—
ance companies, said that what
happened toRenshaw"s family is
unacceptable. He said it is be—
cause of cases like hers that "we
and everyone else are proposing
reforms that would change the
laws so that could not happen
again."

White saidmost problems are
with small groups, so the insur—
ance association has proposed
legislation to change that mar —
ket It wants federal laws to
guarantee that high-risk people
in small groups can buy insur—
ance at a cost that is no more
than 50 percent more than the
average premium.

legislation

Senator Lloyd Bentsen, D-
Texas, has introduced a hill In
Congress that would prevent the
exclusion of sicker people from
health insurance coverage sold
to small businesses and would
prevent small groups from can—
celing policies of sicker people.

But these remedies do not ad —
dress the situation Renshaw and
Harvey faced because they were
not Insured with a small group.

Through a catastrophic
health Insurance plan of the Cali—
fornia Children Services, Marisa
isnow covered for major prob—
lems with her kidney, but noth—
ing else.

And Renshaw said tillscover—
age isavailableonly ifr.family of
four has an income of $40,000 or
less. But IFRenshaw, now a sub—
stitute teacher, gets a full-time
teaching job, which she has been
seeking, the family would be dis—
qualified. In. that case, she said,
"our next option toa divorce. *"
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STAYING AHEAD

Having H ealth

A mericans who have health insurance may
complacently ignore the terrors of the
people without.

But there"s a mounting risk your health in—
surer will fall, leavingyou with unpayable hills.
The toll iscutting across every kind of medical-
paynient group.

H According to Standard & Poor g, 121 life
and health insurance companies went broke in
the past three years.

n Blue Cross and Blue Shield of Charleston,
W.Va., collapsed in 1990, leaving some $41 mil—
lion in unpaid bills.

ISAt least 131 Health Maintenance Organi —
zations failed between 1986 and 1990, says Jon
Christianson, a professor in the School of Pub —
lic Health, University of Minnesota.

mUnknown numbers of multiple employer
welfare arrangements have gone broke, often
through fraud. MEWA's sign up small compa—
nies that can Tafford coverage from the major
insurers. Some MEWA's are legitimate, but oth—
ers collect premiums and then skip.

So serious is the carnage that, in some
states, doctors and hospitals require their pa—
tients to agree, in writing, to pay any hill that
their insurer defaults on.

When looking for asound insurance compa—
ny, all you can go by is its safety rating. You
want an A+ from A_M. Bestand AAA from at
least one of the other major rating firms —
Moody §,Standard & Poor Sor Duff and Phelps.
S&P also passes out “§”7ratings for insurers it
hasn T examined in full — the highest being
BBBq. Such a company might be an AAA had
S&P examined itsbooks.

No rating system covers HMOs. A.M. Best

Quinn

doesn"t rate the Blues, either, although a few
arc rated by S&P. To get the current financial
statement of any Blue plan, call itspublic Infor—
mation department or your stateS insurance
commission. Look tosee ifitSmaking or losing
money .

With MEWAs, the sign of a high-risk plan is
lower monthly premiums than the competition
offers. Employers shouldn Thuy intoa MEWA
without asking their state insurance commis-

The sign ofa high-riskplan
IS lower monthly premiums
than the competition offers

sion if the plan is licensed for sale there and
whether there have been any complaints.
Avoid new MEWAs.

If your insurer fails, leaving you with un—
paid bills, you might be caught by one of the
following safety nets:

m"'Hold-harmless" clauses. These stop doc—
tors and hospitals from dunning individuals for
bills that should have been paid by their medi-
cal-servico plans. All federally qualified HMOs
have them, asdo HMOs in 33 states. Some states
also require them of the Blues and of regular
insurance plans. Some doctors ignore hold-
harmless clauses and bill their patients anyway
(ask your state insurance department if you
have to pay). Ifyou sign an agreement to pay
when you enter a hospital you might, insome
states, lose the protection of a hold-harmless
clause.

THURSDAY, MARCH 12,1992

Insurance 9s No G uarantee of Coverage

B State guaranty funds. All the states— the
only exception being the District of Columbia
— now provide guaranty funds for individual
policies. They cover up to $100,000 of medical:
expenses (more in some states) for insurers Ii§
censed to Il in the state. Most group-health |
plans aren T included, however, nor are ME-:
WAs. Eighteen funds now cover the Blues; Bev-J
en cover HMOs, e

In general, the funds guarantee (up to the
dollar limits of state law) all your back hills, all,
your current bills, and. all future billsuntil youl
find another insurer or your policy comes upl
for renewal, which may be anytime from to-;
morrow to 12 months. Starting from the time
your insurer failed, you have to pay prepiiums
to the guaranty fund, perhaps at a hlghei* rate
than you paid before.

B Insurance-agent lisbility. If your agent
sold you a policy from a company not licensed;
in your state, the agent may be liable for any ;
bills the company defaults on. Pennsylvania,:
which isvigorously pursuing M E W A cases, has j
collected more than $70,000 from agents on be—
half of consumers, says Linda Wells, chief
counsel for the state insurance department
Some states hold agents liable if they knew or
should have known that the company was in—
solvent, says Washington, D.C., attorney Grego- i
ry Luce. . ;

Ifyou work forabig company whose insur-1
er fails, the chances are good thatyour employ-!
er will cover your bills. Smaller companies, I
however, may not be able to afford it Soir."T-j
times doctors and hospitals don Thill patients i
whose insurers collapse, but that3 not a sure!
thing, either. You have toget lucky, whichisno,
way to run a health-insurance system.
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...covering state, federal and private-sector developments in health benefits reform

Blues Release New Health
Insurance Reform Proposal

In testimony before the House Ways
and Means Committee, Bernard
Tresnowski, President of the Blue
Cross Blue Shield Association, pre—
sentedanew health reformproposal
that, he said, had been unanimously
approved by his board of directors
just days before. He said,"we must
createanew insuranceenvironment
— patterned on the Blue Cross and
Blue Shield organization®s historic

The proggesr“vwuld eliminatemost
existingheal th insurancecompanies
by allowing tax deductions only for
benefits purchased from "qualified
carriers.” To become qualified, an
insurerwould have tomeet federally
imposed standards that would in—
clude the use of participating pro—
vider arrangements and managed
care techniques. "Under our ap—
proach, we would stop rewarding
insurance companies that are prin—
cipally claims processors and medi —
cal underwriters,” Mr. TresnowsKi
told the committee.

He said qualified carriers, "must
demonstrate proven records of
managing health care costs effec—
tively, including a capacity to per—
form utilization management, se—
lective provider contracting and
uniformbillingand datacollection.”

Mr. Tresnowski said this emphasis

on managed care, combined with

with reform of the medical mal —
practicesystemwou ld control heal th

care costs better than regulatory

approaches could.

Volume 1, Number 18

Forassuringuniversal coverage, Mr.
Tresnowski proposed requiring
small employers tooffer, but notpay
for, employee coverage. Thosewho
do not fund coverage "would be
subject to an assessment which
would be significandy less than the
cost of contributing to coverage."

Employees would be required to
"accept" the coverage, and be re—

quired to pay for itunless theirem —
ployer could be persuaded to pick
up the tab.

Mr. Tresnowski does not directly
discuss thecostimpactonindividual
employees, except to say "substan—
tial tax subsidies™ would be made
available to low income employees,
and "most employees" would have
most of theirpremium paid by their

(Please turn to page 2)

Twenty-five States Now H w e

Enacted High R isk P ools

Twenty-five states have enacted in—
surance pools for their high risk

populations. According to infor—
mationcompiledbyCommunicating

for Agriculture (CA) these pools

(also known as "Comprehensive

Health Insurance Plans" or CHIPS)

enroll 76,873 people (see charts on

pages 4 and 5).

The pools are intended to provide
subsidized coverage to individuals
with existing medical conditions
who are unable to obtain insurance
intheprivatemarket They typically
providemajor medical benefitswith
substantial deductibles and
copayments. They alsocharge from
125% to 400% of the standard pre—
mium forsimilarbenefitswithin the
state. At these rates the pools are
clearly not intended to help people
of limited means, but are aimed at
those with financial resources who
are otherwise uninsurable.

© Scandlen Publishing, Inc., Alexandria, VA, 22320-0288

While the pools do not cover large
numbers of people, they have an
effect well in excess of raw enroll—
ment figuresbecause of the high use
ofservicesby thosewho areenrolled.
According to the most recent avail —
able numbers, the seventeen state
pools which have been active long
enough topay claims, pay over $185
million per year for 67,972 enrol lees
-an average payment of $2,72630.
For thiscoverage enrollees pay pre—
miums averaging $1,583.24 per per—
son peryear. The difference ismade
up forby any one of several subsidy
approaches.

NAIC Model Revisions

How tosubsidize the pools for losses
in excess of premium income has
been the biggest issue of contention
for those states that have not yet
adopted apool. The National Asso—
ciationof Insurance Commissioners

(Please turn topage 4)
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High Risk Pools in - Highi Risk Pools - Financial Experience -1 /<

i3 y
25 States ;
Premiums Por Person . ) Per Person
(Continuedfrom page 1) Enrollment Cotloded Premmium Claims Paid aims
(NAIC) hashad av_vorklng group of cA 8901 va Wa va na
regulators, chaired by South
Dakota"sDi rectorqf In§u rance Mary co na na na na na
Jane Cleary, looking into this and
several other issues for the past two cT 2200 $ 4,495,872 $2,043.58 $ 10,438,000 $ 4,744.55
years. Thisworking group isabout
to release a revised model act for FL 5,934 $12,443,960 $2,097.06 $ 17,425,025 $2,936.47
public comment with the hope that
itwill be adopted at the December GA na na na n/a na
NAI1C meeting inHouston.
IL 4,370 $11,951,968 $2,735.00 $24,138,119 $5,523.60
Other issuesconsideredby theN AIC
. IN 3,080 $ 8,376,736 $2,719.72 $ 16,978,462 $5,512.49
group were benefit structure, pool
adninistration, and whether group A 1971 $ 4,574,013 $2,32066  $ 5053843 $2,564.10
plans should be allowed to refer
high-risk employees to the pool. LA na na na nia na
Discussion of each of these issues
follows. ME 400 5 515525 $1288.81 $ 1,154,193 $2,085.48
Financing MN 25272 $25,734,981 $1,018.32 $49,469,692 $1,957.49
States have adopted awide range of
- _ p o n/a n/a n‘a n/a n/a
financingmechanisms for theirhigh- MS
risk pools. _Nearly a_lll of the early MO a nja na na na
oneswereview2d as ir.dustry-based
residual market mechanisms that MT 304 $ 629463 $2.070.60 $ 569,834 $1,874.45
were organized, operated and fi—
nanced by the health insurance in— NE 2,904 $ 4,422,717 $1,522.97 $ 6,760,239 $2227.91
dustry. The industry was assessed
for any excess losses but could take ND 1,303 $ 2,571,307 $1,973.37 $ 4,312,535 $3,309.70
the assessments as a credit against
More recently pools have been seen OR 1211 $ 1,332,469 $1,100.30 $ 1,132,952 $ 93555
as public programs, usually with
P prog - y SC 1,072 $ 1,636,144 $1,52625 $ 1,794,927 $1,674.37
broad-based boards ofdirectorsand
broad—_based funding. Several are N 4121 $10,775,374 $2,614.75 $17,121,200 $4,154.62
now financed through general rev—
enues, othersuse dedicated taxeson T na na na na na
tobacco or hospital services. The
new NA1C model act references all T n/a n/a n/a n/a n/a
theavailable financingmechanisms
without recommending reliance on WA 2,793 $ 4,718231 $1,68931 $ 7,186,956 $2,57320
any one of them. Director Cleary
says the model lays out the fol low— WL 9287 $10,561,456 $1,13723 $ 17,569,449 $1,89123
ing funding sources:
wy 94 $  20.690 $ 22011 $ 548 5 583

e Premiums from enrollees

e Healthinsurerassessmentswith
full or partial tax offsets 76,873 $107,615,731 $1,58324 $185,311,839 $2,726.30

« Per capitaassessmentson insur—

- NOTES: All figures are year end 1990 except, CT and R (1989), OR (6/90), and WY (4/91). Per
ers and reinsurers

@p*a averages exdude California enrollment. Source, Communicating for Agriculture

Paye 4 © 1991 Scandlen Publishing, Inc., Alexandria, VA 22320-0288 October 23,1991
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Vv - Hizgh Risk Pools -General Informatlon 1""‘34'V‘}5"/°Jngh Risk Pools 1in
hd Iy = > : - <v; -
ffectlve eTt)i(g Premium Eundlng Baff 3 N 25 States
ate enoﬁ Cap ource set  Administrator (Continuedfrom previous page)
CA 19 90Das 129  TobaccoTox nfa  BCBS =Hospital fees on admissions or
T outpatient services when paid
19 OMoths 1796 OO taX iy BCBS by a third party
0 gﬂ urcharge <General revenues
CT 19% 12Moths  150% K]ssgersesrment No  Travelers -h)eldlc?jted brevenues from alco—
ol and tobacco taxes, per-em-
FL 198 PNonths  300% | élerggmem No BCBS ployee payroll taxes, income tax
| surcharges, and staie lottery
GA molol  6Months 150 o va A proceeds.
L 19  6Moths  13% g\r}gﬁﬂe Va W&Of Each of these approaches is ineffect
somewhere. Which approach ismost
-IN 1% 6Moths  150% | Sugsesrmem Yes  ASGC, Ic. acceptable depends on the political
Insurer _ o and economic status of the particu—
A 1§ 6Mots 1% (UE o patal MU larstate.
A 12 6 Montfs 0% Lﬁgprya[&[ax " Va Administration
VE 8 0Dy 1 T we AT R R e adinis—
Insurer tration of the pool. The new model
W 1% 6Monts 1234 essment No BCBS will suggest that board members be
appointed by the insurance com-
s 12 DMoirs 1734 note 2 \o W miasioner in those states where the
MO 191 12 Months 200% IArISsurer Yes BCRS commlssm_ner is elected, or by the
Sessment governor in states where the com —
1987 PMonths 4000 Isurer Yes  BCBS missioner is appointed. In either
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chosen. Maximum lifetime benefits
may be as low as $250,0000r as high
as$!l million.

The NAIC working group had two
concerns about berefits. One was
whether to include benefits thatare
mandated for inclusion in private
insurance contracts, and the other
concern was on how to encourage
the use of managed care and other
cost containment programs. The
revised model continues to refer—
ence a major medical approach to
benefits but suggests that the final
decisions on benefit structure and
cost controls should be left to the
board.

EnrollIment

Several states have had problems
with employer groups "dumping"
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their high-risk employees into the
pool asaway of lowering the cost of
coverage for the restof the group, or
of making the whole group insur—
able when it otherwise would not
be.

Some people maintain that thisuse
ofa pool isa legitimate strategy for
simultaneously covering people
with medical conditions, and mak —
ing small group coverage more af—
fordable for standard-riskemployer
groups.

Most states enacted pools only for
individuals, and did not anticipate
thisuse by employers. The adminis—
trators in several of these states are
alarmed that pool enrollment (and
pool losses) hasexceeded projections
because of this use by employers.

Director Cleary said thenew model
will include language taken from
the Califomnia legislationwhich pro—
hibitsdumping. The language calls
itan unfair trade practice for insur—
ers, employers or agents to refer
someone to the pool for the purpose
of separating them from employ—
ment-based coverage.

The adoption of the new NAIC
model inDecember islikelytorenew
efforts to enact pools in those states
that have come close to adopting
them in the past. Notable among
thesestatesareOhio, North Carolina,
Oklahoma, New Hampshire and
Arizona. DirectorClearysaidthatin
herown stateof South Dakotaa pool
bill is likely to pass next year, but it
will need tohave fundingother than
straight general revenues or the
governor will veto it

The reportfrom Communicatingfor
Agriculture isavailablefor $24 by calling
612-854-9005
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