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I  am  J a n  A n d r e a  M e i s e l s ,  S t a t e  A f f a i r s  A s s o c i a t e ,  H e a l t h  

I n s u r a n c e  A s s o c i a t i o n  o f  A m e r i c a .  H I A A  i s  a  t r a d e  a s s o c i a t i o n  o f  

3 0 0  p r i v a t e  h e a l t h  i n s u r a n c e  c o m p a n i e s  w h i c h  p r o v i d e  h e a l t h  

i n s u r a n c e  f o r  9 5  m i l l i o n  A m e r i c a n s .  H I A A  a c t i v e l y  s u p p o r t s  S B -  

2 4 2 .

T h e  s m a l l  e m p l o y e r  m a r k e t  p r o v i d e s  o n e  o f  t h e  m o s t  v i v i d  

e x a m p l e s  o f  h o w  h e a l t h  c a r e  c o s t  i n f l a t i o n  c o n t i n u e s  t o  a f f l i c t  

o u r  f i n a n c i n g  s y s t e m .  F a c e d  w i t h  u n r e l e n t i n g  d e m a n d s  t o  h o l d  

h e a l t h  c a r e  c o s t s  d o w n ,  i n s u r e r s  a n d  e m p l o y e r s  h a v e  i n t e n s i f i e d  

t h e  s e a r c h  f o r  w a y s  t o  m o d e r a t e  p r e m i u m  i n c r e a s e s .  L e a v i n g  h i g h -  

r i s k  i n d i v i d u a l s  o u t  o f  g r o u p  c o v e r a g e  h a s  b e e n  o n e  s u c h  

r e s p o n s e .  T h e  " e x c e s s i v e  e m p l o y e r  c h u r n i n g "  t h a t  n e w s p a p e r  

a c c o u n t s  o f t e n  b r i n g  t o  o u r  a t t e n t i o n  i s  l a r g e l y  a  f u n c t i o n  o f  

e m p l o y e r s  s e e k i n g  t h e  l o w e s t  a v a i l a b l e  r a t e .  W e ,  t o o ,  c o n s t a n t l y  

h e a r  t h e  c h a r g e  b y  s m a l l  e m p l o y e r s  t h a t  t h e  p r e s e n c e  o f  a  h i g h -  

r i s k  i n d i v i d u a l  i n  t h e i r  g r o u p  h a s  m a d e  i t  i m p o s s i b l e  t o  o b t a i n  

c o v e r a g e  a t  a n y  p r i c e .

T h i s  d y n a m i c  i s  c o m p l i c a t e d  f u r t h e r  b y  t h e  t u m u l t u o u s  l a b o r  

m a r k e t  o f  a  s m a l l  e m p l o y e r .  S m a l l  e m p l o y e r s  a r e  f a r  m o r e  l i k e l y  

t h a n  l a r g e r  o r g a n i z a t i o n s  t o  g o  i n  a n d  o u t  o f  b u s i n e s s .  O u r  o w n  

a n n u a l  e m p l o y e r  s u r v e y  s u g g e s t s  t h a t  e m p l o y e e s  o f  s m a l l  f i r m s  

a l s o  a r e  m o r e  l i k e l y  t o  c h a n g e  j o b s .  E m p l o y e e  t u r n o v e r  a m o n g  

s m a l l ,  i n s u r e d  f i r m s  i s  a b o u t  23  p e r c e n t  a n n u a l l y  a n d  i s  t w i c e  

t h a t  l e v e l  f o r  s m a l l  e m p l o y e r s  w i t h o u t  c o v e r a g e .  T h e s e  f a c t o r s  

c o n t r i b u t e  t o  t h e  r e l u c t a n c e  o f  s u c h  e m p l o y e r s  c o  o f f e r  c o v e r a g e  

a s  w e l l  a s  t h e  d i f f i c u l t i e s  o f  s e r v i n g  t h e  m a r k e t .

A s  t h e  c o m p l e x i t i e s  o f  t h e  s m a l l  e m p l o y e r  m a r k e t  h a v e  g r o w n ,  

a n d  t h e  l i k e l i h o o d  o f  I n d i v i d u a l s '  b e i n g  s e p a r a t e d  f r o m  t h e .  

f i n a n c i n g  s y s t e m  h a s  i n c r e a s e d ,  t h e r e  i s  a g r o w i n g  p e r c e p t i o n
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t h a t  e v e n  i f  t h e y  h a v e  c o v e r a g e ,  t h e y  s t a n d  a  r e a s o n a b l e  c h a n c e  

o f  l o s i n g  i t  i f  t h e y  c h a n g e  e m p l o y e r s ,  o r  i f  t h e y  h a v e  p o o r  

c l a i m s  a x p e r i e n c e .

M a da m  C h a i r p e r s o n  a n d  m e m b e r s  o f  t h e  c o m m i t t e e ,  w e  h a v e  n o w  

r e a c h e d  t h e  p o i n t  w h e r e  s u b s t a n t i a l  s m a l l  e m p l o y e r  m a r k e t  c h a n g e s  

a r e  n e e d e d  i f  w e  a r e  t o  s e r v e  t h e  l o n g e r - t e r m  i n t e r e s t s  o f  s m a l l  

e m p l o y e r s  a n d  m e e t  t h e  c o n c e r n s  o f  p o l i c y m a k e r s .  S B - 2 4 2  

i n c o r p o r a t e s  a  c o m p r e h e n s i v e  s e t  o f  s m a l l  g r o u p  m a r k e t  r e f o r m s  

t h a t  H I A A  b e l i e v e s  c a n  b e  a c h i e v e d  i n  t h e  c o n t e x t  o f  a  v i a b l e  

p c i v a t e  m a r k e t p l a c e .  T h e  e s s e n c e  o f  S B - 2 4 2  i s  t o  m a k e  c e r t a i n  

c h a n g e s  i n  t h e  m a r k e t  s o  t h a t  i t  p r o v i d e s  s u b s t a n t i a l l y  m o r e  

p r e d i c t a b i l i t y  a ;nd  p r o t e c t i o n  t o  t h e  p u r c h a s e r s  o f  c o v e r a g e .  L e t  

m e  e m p h a s i z e  t h a t  t o  w o r k ,  t h e s e  c h a n g e s  w i l l  h a v e  t o  a p p l y  t o  

a l l  p l a y e r s  i n  t h e  s m a l l  e m p l o y e r  m a r k e t  —  i n s u r a n c e  c o m p a n i e s ,  

m e d i c a l  s e r v i c e  p l a n s ,  m u l t i p l e  e m p l o y e r  w e l f a r e  a s s o c i a t i o n s ,  

e t c .  A l l  c o m p e t i n g  e n t i t i e s  i n  t h e  s m a l l  e m p l o y e r  m a r k e t ,

i n c l u d i n g  n o n - i n s u r e d  b e n e f i t  p l a n s ,  w o u l d  h a v e  t o  b e  b o u n d  b y

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

m a r k e t  f r o m  b e i n g  p l a c e d  a t  a  d i s a d v a n t a g e .  T h e  r e f o r m s  i n c l u d e d  

i n  S B  2 4 2  e n s u r e s  f a i r  a c c e s s  t o  a n d  c o n t i n u i t y  o f  c o v e r a g e  f o r

s m a l l  e m p l o y e r s  a n d  t h e i r  e m p l o y e e s .  T h e  i s s u e s  e m b r a c e d  i n  S B

2 4 2  a r e :

g u a r a n t e e d  a v a i l a b i l i t y  —  a l l  s m a l l  e m p l o y e r  g r o u p s  w o u l d  b e  

a b l e  t o  o b t a i n  p r i v a t e  h e a l t h  i n s u r a n c e  r e g a r d l e s s  o f  t h e  h e a l t h  

r i s k  t h e y  p r e s e n t .

c o v e r a g e  o f  w h o l e  g r o u p s  —  c o v e r a g e  w o u l d  b e  m a d e  a v a i l a b l e  t o  

e n t i r e  e m p l o y e r  g r o u p s ;  n e i t h e r  a n  e m p l o y e r  n o r  a n  i n s u r e r  w o u l d
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be a b l e  t o  e x c l u d e  f r o m  t h e  g r o u p ' s  c o v e r a g e  i n d i v i d u a l s  w h o  

p r e s e n t  h i g h  m e d i c a l  r i s k s .

r e n e w a b i l i t v  of c o v e r a g e —  a t  r e n e w a l  t i m e ,  e m p l o y e r  g r o u p s  a n d /  

o r  i n d i v i d u a l s  in t h e s e  g r o u p s  w o u l d  b e  a s s u r e d  t h a t  t h e i r  

c o v e r a g e  w o u l d  n o t  b e  c a n c e l l e d  b e c a u s e  o f  d e t e r i o r a t i n g  h e a l t h .  

c o n t i n u i t y  o f  c o v e r a g e  —  o n c e  a p e r s o n  is c o v e r e d  in t h e  s m a l l  

e m p l o y e r  m a r k e t  a n d  s a t i s f i e d  a p l a n ' s  p r e e x i s t i n g  c o n d i t i o n  

r e s t r i c t i o n s ,  h e  o r  s h e  w o u l d  n o t  h a v e  t o  m e e t  t h o s e  r e q u i r e m e n t s  

a g a i n  w h e n  c h a n g i n g  j o b s  or v/hen t h e  e m p l o y e r  c h a n g e s  c a r r i e r s .  

p r e m i u m  p r i c i n g  l i m i t s  —  i n s u r a n c e  c a r r i e r s  w o u l d  b e  r e q u i r e d  

t o  l i m i t  h o w  m u c h  t h e i r  r a t e s  c o u l d  v a r y  f o r  g r o u p s  s i m i l a r  in 

g e o g r a p h y ,  d e m o g r a p h i c  c o m p o s i t i o n  a n d  p l a n  d e s i g n .

T o  g i v e  e f f e c t  t o  t h e s e  p r o p o s a l s ,  S B  2 4 2  a u t h o r i z e s  a 

p r i v a t e  n o t - f o r - p r o f i t  S m a l l  E m p l o y e r  H e a l t h  R e i n s u r a n c e  

A s s o c i a t i o n .  W i t h o u t  t h e  R e i n s u r a n c e  A s s o c i a t i o n  t h e s e  r e f o r m s  

a r e  n o t  a c h i e v a b l e .  T h e  R e i n s u r a n c e  A s s o c i a t i o n  a l l o w s  i n s u r e r s  

t o  p a y  a p r e m i u m  i n  e x c h a n g e  f o r  h a v i n g  t h e  r e i n s u r e r  b e a r  t h e  

r i s k  f o r  r e i n s u r e d  i n d i v i d u a l s .  T h i s  a l l o w s  i n s u r e r s  t o  t r e a t  a l l  

i n d i v i d u a l s  i n  a g r o u p  t h e  s a m e  w a y  —  a s  S B  2 4 2  d o e s  n o t  b r e a k  

u p  g r o u p s  f o r  t h e  p u r p o s e  o f  r e i n s u r a n c e  —  a l l  m e m b e r s  w o u l d  

h a v e  t h e  s a m e  b e n e f i t s .  T h e  r e i n s u r e r  s t a n d s  b e h i n d  t h e  i n s u r e r  

a n d  s i m p l y  r e i m b u r s e s  f o r  c l a i m s  a s s o c i a t e d  w i t h  r e i n s u r e d  

i n d i v i d u a l s .  T h i s  a l l o w s  i n s u r e r s  t o  s p r e a d  h i g h  r i s k s ,  b r o a d l y  

t h r o u g h  t h e  p r i v a t e  m a r k e t  r a t h e r  t h a n  c o n c e n t r a t e d  in o n e  s m a l l  

e m p l o y e r  g r o u p .  S.B. 2 4 2  is a c a r e f u l l y  c r a f t e d  b a l a n c e  b e t w e e n  

c a r r i e r  d i s i n c e n t i v e s  t o  w r i t e  t h e  g u a r a n t e e d  i s s u e d  b u s i n e s s ,  

a d e q u a t e  p r o t e c t i o n s  f o r  c a r r i e r s  f r o m  i n t e r n a l i z i n g  t o o  m u c h
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r i s k  a n d  e n s u r i n g  t h a t  t h e  lo s s e s  of the r e i n s u r a n c e  p r o g r a m  do 

n o t  g r o w  t o o  large.

B e s i d e s  t h e  s m all g r o u p  m a r k e t  r e f o r m s  d i s c u s s e d  above, o n e  

of t h e  m o s t  e f f e c t i v e  m e a n s  to o b t a i n  c o s t  c o n t r o l  is to i m p r o v e  

o u r  h e a l t h  d e l i v e r y  and f i n a n c i n g  s y s t e m  t h r o u g h  e f f e c t i v e  

m a n a g e d  c a r e  p r o g r a m s .  M a n a g e d  c a r e  h a s  p r o v e d  it c a n  c o n t r o l  

co s t s .  A g r o w i n g  n u m b e r  o f  s t u d i e s  fr o m  t h e  s e m i n a l  R a n d  S t u d y  of 

H M O s  in t h e  m i d  1 9 7 0 ' s  to the r e c e n t  L a v e n t h o l  and H o r w a t h  s t u d y  

w h i c h  a s s e s s e d  t h e  c o s t  s a v i n g s  of m a n a g e d  c a r e  in t h e  CHAMPIJS 

R e f o r m  I n i t i a t i v e  (sa v i n g s  to b o t h  t h e  D e f e n s e  D e p a r t m e n t  and 

C K A M P U S  b e n e f i c i a r i e s  of $1 4 8 . 9  m i l l i o n  in 1988 a n d  1989). F o r  

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

a s p e c t s  of  m a n a g e d  c a r e  m a y  be i n c o r p o r a t e d  i n t o  t h e  s m a l l  

e m p l o y e r  h e a l t h  p l a n s  d e v e l o p e d  by t h e  S m a l l  E m p l o y e r  H e a l t h  

R e i n s u r a n c e  Board.

S m a l l  e m p l o y e r s  are a l s o  the a f f e c t e d  p a r t y  w h e n  v a r i o u s  

l e g i s l a t u r e s  m a n d a t e  t h e i r  p l a n s  i n c l u d e  s p e c i f i c  p r o v i d e r s  or 

s e r v i c e s .  T h e  c u m u l a t i v e  e f f e c t  of t h e  v a r i o u s  m a n d a t e d  b e n e f i t s  

is t o  i n c r e a s e  t h e  o v e r a l l  c o s t  of t h e  i n s u r a n c e  p l a n  t o  the 

s m a l l  e m p l o y e r s  w h o  is in the m o s t  n e e d  of r e l i e f  for t h e  h i g h  

c o s t  o f  h e a l t h  c a r e  a n d  a r e  too s m a l l  to  s e l f - i n s u r e  a n d  t h u s  

e s c a p e  t h e s e  m a n d a t e s .  A  s t u d y  in 1989 by a U n i v e r s i t y  of 

I l l i n o i s  e c o n o m i s t  c o n c l u d e d  t h a t  16 p e r c e n t  of s m a l l  e m p l o y e r s  

no t  p r o v i d i n g  h e a l t h  i n s u r a n c e  w o u l d  o f f e r  b e n e f i t s  in t h e  

a b s e n c e  o f  s t a t e  m a n d a t e s .  T h e r e f o r e ,  SB 242 e x e m p t s  s m a l l  

e m p l o y e r  h e a l t h  p l a n s  f r o m  any laws t h a t  w o u l d  i m p o s e  

r e s t r i c t i o n s  on i n s u r e r s  n e g o t i a t i n g  w i t h  p r o v i d e r s  for s e r v i c e s
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or  p r i c e s  of s e r v i c e s  o r  r e q u i r e s  t h e  s m a l l  e m p l o y e r  p l a n s  to 

i n c l u d e  s p e c i f i c  b e n e f i t s  or s e r v i c e s  r e n d e r e d  by c e r t a i n  

p r o v i d e r s .

T h e  f o l l o w i n g  is a b r i e f  d i s c u s s i o n  of e a c h  s e c t i o n  of SB-

242:

S e c t i o n  1 . F i n d i n g s  —  d e s c r i b e s  the n e e d  for A l a s k a  to 

a d d r e s s  t h e  i s s u e  of t h e  u n i n s u r e d  a n d  t o  n u k e  a v a i l a b l e  to s mall 

e m p l o y e r s ,  h e a l t h  i n s u r a n c e  w i t h  s t a b i l i t y  a n d  p r e d i c t a b i l i t y  of 

r a t e  i n c r e a s e s  as we l l  as g u a r a n t e e d  a v a i l a b i l i t y  of i n s u r a n c e  

a n d  c o v e r a g e  c o n t i n u a t i o n .

S e c t i o n  2 . S m a l l  E m p l o y e r  H e a l t h  R e i n s u r a n c e  A s s o c i a t i o n .  

2 1 . 5 5 . 1 0  —  c r e a t e s  a n o t - f o r - p r o f i t  p r i v a t e  l e g a l  e n t i t y  w h o s e  

m e m b e r s h i p  c o n s i s t s  of a l l  i n s u r e r s  in t h e  s m a l l  e m p l o y e r  

i n s u r a n c e  m a r k e t  —  i n s u r a n c e  c o m p a n i e s ,  h o s p i t a l  a n d  m e d i c a l  

s e r v i c e  c o r p o r a t i o n s ,  HMOs, a n d  w e l f a r e  a r r a n g e m e n t s .

2 1 . 5 5 . 0 2 0  —  d e s c r i b e s  t h e  R e i n s u r a n c e  A s s o c i a t i o n  b o a r d  

c o m p o s i t i o n  w h i c h  a s s u r e s  r e p r e s e n t a t i o n  f o r  a l l  t y p e s  of 

i n s u r e r s  d o i n g  b u s i n e s s  in t h e  s m a l l  g r o u p  m a r k e t  i n c l u d i n g  

w e l f a r e  a r r a n g e m e n t s  a n d  g u a r a n t e e s  a m a j o r i t y  of s e a t s  to 

i n s u r e r s  in t h e  s m a l l  g r o u p  m a r k e t .  T h e  d i r e c t o r  o f  i n s u r a n c e  

s e r v e s  as  an e x - o f f i c i o  m e m b e r  of t h e  board.

2 1 . 5 5 . 0 3 0  —  d i s c u s s e s  t h e  v a r i o u s  p o w e r s  of t h e  A s s o c i a t i o n  

board. T h i s  i n c l u d e s  t h e  e s t a b l i s h m e n t  a n d  m a i n t e n a n c e  of a list 

of g u a r a n t e e d  i s s u e  c a r r i e r s ,  t h o s e  t o p  ten i n s u r e r s  b a s e d  on 

t o t a l  p r e m i u m  v o l u m e  in t h e  s m a l l  e m p l o y e r  m a r k e t  in A l a s k a ,  w h o  

a r e  r e q u i r e d  t o  a c c e p t  all a p p l i c a n t s  f r o m  t h e  s m a l l  e m p l o y e r  

m a r k e t p l a c e .  A n  i n s u r e r  o t h e r  t h a n  one of t h e  "t o p  ten" may



-  6  -

i n f o r m  t h e  A s s o c i a t i o n  b o a r d  of t h e i r  d e s i r e  to b e c o m e  a 

g u a r a n t e e d  i s s u e  carrier. In addition, the b o a r d  is e m p o w e r e d  to 

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

w i l l  be p r o v i d e d .

2 1 . 5 5 . 0 4 0  —  r e q u i r e s  t h e  r e i n s u r a n c e  a s s o c i a t i o n  to  s u b m i t  a

p l a n  of o p e r a t i o n  to t h e  I n s u r a n c e  D i r e c t o r  for a p p r o v a l .  T h i s  

p l a n  a s s u r e s  fair, r e a s o n a b l e  and e q u i t a b l e  a d m i n i s t r a t i o n  of t h e  

A s s o c i a t i o n .  It d o e s  p e r m i t  t h e  D i r e c t o r  of I n s u r a n c e ,  a f t e r  

n o t i c e  and h e a r i n g ,  to a d o p t  r e a s o n a b l e  r e g u l a t i o n s  if the 

A s s o c i a t i o n  f a i l s  t o  s u b m i t  a s u i t a b l e  p l a n  of o p e r a t i o n  w i t h i n  

180 d a y s  f r o m  t h e  e f f e c t i v e  d a t e  of the bill.

2 1 . 5 5 . 0 5 0  —  e s t a b l i s h e s  s p e c i f i c  p r o v i s i o n s  for r e i n s u r a n c e  of 

e l i g i b l e  e m p l o y e e s  of a s m a l l  e m p l o y e r  or d e p e n d e n t s  of e l i g i b l e  

e m p l o y e e s .  By r e q u i r i n g  g u a r a n t e e d  issue c a r r i e r s  t o  a c c e p t  

g r o u p s  w i t h  g r e a t e r  t h a n  n o r m a l  risks, i n s u r e r s  n e e d  a s s i s t a n c e  

in s p r e a d i n g  t h e  g r e a t e r  risk, therefore, t h e  e s t a b l i s h m e n t  of 

t h e  R e i n s u r a n c e  A s s o c i a t i o n .  T o  r e d u c e  the v o l u m e  of r e i n s u r e d  

c l a i m s ,  r e i n s u r a n c e  is a v a i l a b l e  on a t h r e e - y e a r  basis. If 

r e i n s u r a n c e  w e r e  p e r m i t t e d  annually, i n s u r e r s  w o u l d  d e c l a r e  m o r e  

g r o u p s  o r  i n d i v i d u a l s  h i g h - r i s k  and u t i l i z e  r e i n s u r a n c e  m o r e  

o f t e n  i n c r e a s i n g  r e i n s u r a n c e  losses to u n a c c e p t a b l e  levels. 

B e c a u s e  r e i n s u r a n c e  w o u l d  be a imed at e m p l o y e r  g r o u p s  and 

e m p l o y e e s  k n o w n  to  be h i g h  risk, and b e c a u s e  the p r e m i u m  p r i c e  is 

c a p p e d  (1.5 t i m e s  the a d j u s t e d  a v e r a g e  m a r k e t  p r e m i u m  for g r o u p s  

a n d  5.0 t i m e s  for i n d i v iduals) to e n c o u r a g e  c a r r i e r s  to 

p a r t i c i p a t e  in t h e  s m all e m p l o y e r  market, in the a g g r e g a t e  the 

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

a n n u a l l y .  A n y  l o s s e s  a r e  c o v e r e d  t h r o u g h  a s s e s s m e n t s  f r o m  all 

m e m b e r s  in t h e  R e i n s u r a n c e  A s s o c i a t i o n  b a s e d  o n  t h e  m e m b e r ' s  

s h a r e  of t o t a l  p r e m i u m s  net of r e i n s u r a n c e  p r e m i u m s  p a i d  for 

c o v e r a g e  u n d e r  t h e  c h a p t e r  in the s m a l l  e m p l o y e r  m a r k e t ,  

i n c l u d i n g ,  t o  t h e  e x t e n t  p e r m i t t e d  u n d e r  ERISA, o t h e r  b e n e f i t  

a r r a n g e m e n t s  c o v e r i n g  s mall e m p l oyers. A s s e s s m e n t s  a r e  c a p p e d  at 

f o u r  p e r c e n t  of p r e m i u m s  c h a r g e d  for h e a l t h  b e n e f i t  p l a n s  

c o v e r i n g  s m a l l  e m p l o y e r s .

T o  a s s u r e  t h a t  i n s u r e r s  o n l y  ce d e  r i s k  to  t h e  r e i n s u r a n c e  

m e c h a n i s m  w h e n  n e c e s s a r y ,  t h e  p r e m i u m s  c h a r g e d  b y  t h e  r e i n s u r e r  

a r e  s e t  a t  1 . 5  t i m e s  t h e  a v e r a g e  a d j u s t e d  m a r k e t  p r e m i u m  p r i c e  

f o r  s i m i l a r  t y p e  g r o u p s  a n d  b e n e f i t s  or 5 t i m e s  t h e  a v e r a g e  

a d j u s t e d  p r e m i u m  m a r k e t  p r i c e  for i n d i v i d u a l s  w i t h  s i m i l a r  t y p e  

b e n e f i t s .  I n s u r e r s  are c o n s t r a i n e d  f r o m  r e c o u p i n g  t h e  i n c r e a s e d  

r e i n s u r a n c e  c o s t s  as t h e y  may on l y  a t t e m p t  to  r e c o u p  t h e  1.5 

t i m e s  a v e r a g e  a d j u s t e d  m a r k e t  p r e m i u m  p r i c e  w i t h i n  t h e  

c o n s t r a i n t s  o f  t h e  o v e r a l l  r a t i n g  b a n d s  d e s c r i b e d  bel o w .  O n l y  

t h e  l e v e l  o f  c o v e r a g e  p r o v i d e d  up to b u t  n o t  e x c e e d i n g  t h e  

c o v e r a g e  p r o v i d e d  in a small e m p l o y e r  h e a l t h  b e n e f i t  p l a n  is 

e l i g i b l e  f o r  r e i n s u r a n c e .

T h e s e  p l a n s  a r e  r e q u i r e d  to i n c o r p o r a t e  c o s t  c o n t a i n m e n t  

t e c h n i q u e s  d e v e l o p e d  by the board, i n c l u d i n g  b u t  n o t  l i m i t e d  to 

h i g h  c o s t  c a s e  m a n a g e m e n t ,  hos p i t a l  p r e c e r t i f i c a t i o n  t e c h n i q u e s  

a n d  o t h e r  c o s t  c o n t a i n m e n t  t e c h n i q u e s  e s t a b l i s h e d  by t h e  

A s s o c i a t i o n .
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W i t h i n  a s p e c i f i e d  t i m e  of t h e  c o v e r a g e  c o m m e n c i n g  

n o n g u a r a n t e e d  i s s u e  i n s u r e r s  m a y  r e i n s u r e  e l i g i b l e  e m p l o y e e s  and 

d e p e n d e n t s  w h o  w e r e  h i r e d  s u b s e q u e n t  to the c o v e r a g e  b e i n g  

o f f e r e d  by the i n s u r e r  a n d  w h o  are n o t  late e n r o l l e e s  . T h i s  

s e c t i o n  a l s o  r e c o g n i z e s  t h a t  f e d e r a l l y  q u a l i f i e d  H M O s  r e i n s u r a n c e  

p r e m i u m  m a y  be m o d i f i e d  to  r e f l e c t  the p o r t i o n  of t h e  r i s k  c e d e d  

t o  the A s s o c i a t i o n ,  i.e., f e d e r a l l y  q u a l i f i e d  b e n e f i t s  m a y  be 

d i f f e r e n t  fr o m  t h e  b e n e f i t s  d e t e r m i n e d  to be  i n c l u d e d  in the 

r e i n s u r e d  h e a l t h  p l a n s  b y  the r e i n s u r a n c e  board.

2 1 . 5 5 . 0 6 0 - 2 1 . 5 3 . 0 8 0  —  a r e  s e c t i o n s  e x e m p t i n g  t h e  A s s o c i a t i o n  

f r o m  t h e  A d m i n i s t r a t i v e  P r o c e d u r e s  Act, i m p o s i t i o n  o f  t a x e s  a n d  

l i m i t s  t h e  l i a b i l i t y  of  t h e  A s s o c i a t i o n  board.

2 1 . 5 5 . 1 0 0  —  S m a l l  E m p l o y e r  H e a l t h  I n s u r a n c e  P l a n s .  T h e  p r o g r a m  

a p p l i e s  to all h e a l t h  i n s u r a n c e  p l a n s  for i n d i v i d u a l s  a n d  g r o u p  

h e a l t h  b e n e f i t  p l a n s  if t h e y  p r o v i d e  c o v e r a g e  to  o n e  or  m o r e  

e m p l o y e e s  a n d  t h e  e m p l o y e r  pays all or p a r t  of t h e  p r e m i u m  a n d  

t h e  h e a l t h  p l a n  is a p p l i c a b l e  to t h e  IRS c o d e  s e c t i o n  26 U.S.C. 

106 or 26 U.S.C. 162.

T h i s  s e c t i o n  a l s o  e x e m p t s  all s m a l l  e m p l o y e r  h e a l t h  p l a n s  

(25 e m p l o y e e s  or  less) f r o m  a n y  r e s t r i c t i o n s  on a n  i n s u r e r ' s  

a b i l i t y  t o  n e g o t i a t e  w i t h  p r o v i d e r s  r e g a r d i n g  r e i m b u r s e m e n t  for 

s e r v i c e s  a n d  e l i m i n a t e s  t h e  r e q u i r e m e n t  t h a t  the b e n e f i t  p l a n  

c o v e r  s p e c i f i c  m a n d a t e d  b e n e f i t s  or c l a s s e s  of p r o v i d e r s .  T h e s e  

p r o v i s i o n s  w i l l  i n c r e a s e  the a f f o r d a b i l i t y  of s m a l l  e m p l o y e r  

h e a l t h  p l a n s  w h i l e  p r o v i d i n g  q u a l i t y  h e a l t h  c a r e  to  A l a s k a  

r e s i d e n t s .
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21. 5 5 . 1 1 0  —  U n d e r w r i t i n g  a n d  R a t i n g  R e q u i r e m e n t s .  T h i s  

p r o v i s i o n  p r o v i d e s  s t a b i l i t y  and p r e d i c t a b i l i t y  of rates; 

r e n e w a b i l i t y  of t h e  i n s u r a n c e  c o n t r a c t ;  g u a r a n t e e s  the 

a v a i l a b i l i t y  of i n s u r a n c e  to all s m a l l  e m p l o y e r s  and r e m o v e s  the 

c o n c e r n  of p e o p l e  w i t h  p r e e x i s t i n g  c o n d i t i o n s  t h a t  t h e y  v/ould 

h a v e  to  s a t i s f y  a d d i t i o n a l  p r e e x i s t i n g  c o n d i t i o n  e x c l u s i o n s  if 

t h e y  c h a n g e  jo b s  o r  if t h e i r  e m p l o y e r  c h a n g e d  i n s u r a n c e  c a r r i e r s .  

O n c e  s o m e o n e  h a d  s a t i s f i e d  a p l a n ' s  1 2 - m o n t h  p r e e x i s t i n g  

c o n d i t i o n  r e s t r i c t i o n ,  he  or she w o u l d  no l o n g e r  be r e q u i r e d  to 

s a t i s f y  t h o s e  r e q u i r e m e n t s  a g a i n  w h e n  c h a n g i n g  jobs or w h e n  the 

e m p l o y e r  c h a n g e s  insurers.

T h e  p r e m i u m  p r i c i n g  l i m i t a t i o n s  i n c l u d e d  in t h i s  c h a p t e r  

l i m i t s  a n  i n s u r e r ' s  a b i l i t y  to v a r y  r a t e s  for g r o u p s  in s i m i l a r  

g e o g r a p h y ,  d e m o g r a p h i c  c o m p o s i t i o n  a n d  p l a n  design. S p e c i f i c a l l y ,  

an i n s u r e r s  p r e m i u m s  for s i m i l a r  g r o u p s  c o u l d  not v a r y  by m o r e  

t h a n  35 p e r c e n t  for the c a r r i e r ' s  m i d p o i n t  rate. T h e r e  is a l s o  a 

15 p e r c e n t  l i m i t a t i o n  o n  h o w  m u c h  a c a r r i e r  c o u l d  v a r y  r a t e s  b y  

i n d u s t r y .  Fi n a l l y ,  c a r r i e r s  w o u l d  h a v e  to l i m i t  a g r o u p ' s  y e a r -  

t o - y e a r  p r e m i u m  i n c r e a s e s  to  no m o r e  t h a n  15 p e r c e n t  a b o v e  t h e  

c a r r i e r ' s  t r e n d  (the y e a r - t o - y e a r  i n c r e a s e  in t h e  l o w e s t  n e w  

b u s i n e s s  r a t e ) . T h e s e  p r o v i s i o n s  a s s u r e  t h e  s m a l l  e m p l o y e r  

a v a i l a b i l i t y  of a n d  a c c e s s i b i l i t y  to  p r e d i c t a b l e  a n d  r e n e w a b l e  

i n s u r a n c e  rates.

2 1 . 5 5 . 1 2 0  G u a r a n t e e d  I s s u e  C a r r iers. T h e  t o p  10 i n s u r e r s  in 

A l a s k a  b a s e d  on t o t a l  p r e m i u m  v o l u m e  in the s m a l l  e m p l o y e r  m a r k e t  

a r e  d e t e r m i n e d  to be g u a r a n t e e d  i s s u e  c a r r i e r s .  O t h e r  i n s u r e r s
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a r e  p e r m i t t e d  to be g u a r a n t e e d  i s s u e  c a r r i e r s  if t h e y  n o t i f y  the 

R e i n s u r a n c e  B o a r d  o n e  y e a r  in a d v a n c e  of t h e  i n s u r e r  b e c o m i n g  a 

so d e s i g n a t e d .  G u a r a n t e e d  issue c a r r i e r s  a r e  r e g u i r e d  t o  o f f e r  

a t  l e a s t  o n e  s m a l l  e m p l o y e r  h e a l t h  p l a n  to a s m a l l  e m p l o y e r  

r e q u e s t i n g  s m a l l  e m p l o y e r  cover a g e .  T h e s e  c a r r i e r s  m a y  r e i n s u r e  

a n  i n d i v i d u a l  or g r o u p  w i t h i n  the p r o v i s i o n s  of 2 1 . 5 5 . 0 6 0  a n d  

m u s t  c o m p l y  w i t h  t h e  R e i n s u r a n c e  B o a r d ' s  p l a n  of o p e r a t i o n  

r e q u i r e m e n t s  for g u a r a n t e e d  issue insurers.

2 1 . 5 5 . 1 3 0  S m a l l  E m p l o y e r  B e n e f i t  Plans. T h e  R e i n s u r a n c e  

A s s o c i a t i o n  b o a r d  is r e q u i r e d  to d e s i g n  s m a l l  e m p l o y e r  h e a l t h  

b e n e f i t  p l a n s  t h a t  a r e  e l i g i b l e  f o r  r e i n s u r a n c e .  T h e  b o a r d  a l s o  

d e s i g n s  t h e  b e n e f i t  levels, c o p a y m e n t s  a n d  d e d u c t i b l e s  f o r  t h e s e  

p l a n s .  T h e  s m a l l  e m p l o y e r  b e n e f i t  p l a n s  d e s i g n e d  b y  t h e  

r e i n s u r a n c e  b o a r d  a r e  t h e  on l y  b e n e f i t  p l a n s  w h i c h  m a y  be 

r e i n s u r e d .  B e n e f i t  p l a n s  w i t h  b e n e f i t s  e x c e e d i n g  t h e  s m a l l  

e m p l o y e r  b e n e f i t  p l a n  w i l l  only b e  r e i n s u r e d  to the l e v e l  of 

b e n e f i t s  i n c l u d e d  in t h e  b o a r d ' s  a p p r o v e d  plan. T h e  p l a n s  a r e  

p e r m i t t e d  t o  i n c l u d e  v a r i o u s  c o s t  c o n t a i n m e n t  f e a t u r e s  to  a s s u r e  

t h e  s e r v i c e s  a r e  m e d i c a l l y  a p p r o p r i a t e ,  r e n d e r e d  in t h e  

a p p r o p r i a t e  s e t t i n g  at r e a s o n a b l e  prices.

2 1 . 5 5 . 1 4 0  C o n d i t i o n s  for C e a s i n g  to Do B u s i n e s s .  I n s u r e r s  

c e a s i n g  t o  do  b u s i n e s s  in the s mall e m p l o y e r  m a r k e t  a r e  r e q u i r e d  

t o  g i v e  n o t i c e  of t h i s  d e c i s i o n  to  t h e  i n s u r a n c e  d e p a r t m e n t ,  t h e  

r e i n s u r a n c e  board, t h e  p o l i c y h o l d e r  a n d  the e m p l o y e r .  C o v e r a g e  is 

r e q u i r e d  to be c o n t i n u e d  for one y e a r  a f t e r  t h e  d a t e  of 

n o t i f i c a t i o n .  A n  i n s u r e r  is al s o  p r e v e n t e d  f r o m  r e e n t e r i n g  t h e  

s m a l l  g r o u p  m a r k e t  for at least fi v e  y e a r s  f r o m  t h e  d a t e  the
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n o t i c e  w a s  g i v e n  t h a t  t h e y  d e c i d e d  t o  c e a s e  t o  d o  b u s i n e s s  in 

t h i s  A l a s k a  market.

2 1 . 5 5 . 2 5 0  D e f i n i t i o n s .  T h i s  s e c t i o n  d e s c r i b e s  all t h e  t e r m s  u s e d  

in t h i s  c h apter.

S e c t i o n  3

T h e  t e r m  " i n s u r e r "  was r e d e f i n e d  for th i s  c h a p t e r  to i n c l u d e  

HMOs. T h e r e f o r e ,  it is n e c e s s a r y  t o  c r o s s  r e f e r e n c e  t h e  

d e f i n i t i o n  of H M O  for t h e s e  p u r p o s e s  to the p r o v i s i o n s  of t h i s  

c h a p t e r .  S e c t i o n  3 a c h i e v e s  this purpose.

S e c t i o n  4

T h e  t e r m  " i n s u r e r "  w a s  r e d e f i n e d  f o r  t h i s  c h a p t e r  t o  i n c l u d e  

h o s p i t a l  o r  m e d i c a l  s e r v i c e  c o r p o r a t i o n s .  T h e r e f o r e ,  it is 

n e c e s s a r y  t o  c r o s s  r e f e r e n c e  the o t h e r  s e c t i o n s  of t h e  i n s u r a n c e  

c o d e  r e l a t e d  to t h e s e  o r g a n i z a t i o n s  for t h e  p u r p o s e  of 

a p p l i c a b i l i t y  t o  t h i s  chapter.

S e c t i o n  5 T r a n s i t i o n .  Not all s e c t i o n s  of t h e  c h a p t e r  b e c o m e

e f f e c t i v e  u p o n  e n a c t m e n t .  T h i s  s e c t i o n  l i s t s  t h o s e  p o r t i o n s  of 

t h e  c h a p t e r  w h i c h  b e g i n  a t  d a t e s  l a t e r  t h a n  t h e  J u l y  1, 1991 

e f f e c t i v e  date.

S e c t i o n  6 L i s t s  t h e  e f f e c t i v e  d a t e  of t h e  c h a p t e r  as J u l y  1, 

1991.



! Icallli Insurance Association of America

A p r i l  23, 1991

Mr. R o d  M o u r a n t
O f f i c e  o f  S e n a t o r  D r u e  P e a r c e
A l a s k a  S t a t e  L e g i s l a t u r e
P. 0. B o x  V
J u n e a u ,  AI< 9 9 8 1 1

D e a r  Rod:

T h a n k  y o u  v e r y  m u c h  f o r  all o f  y o u r  a s s i s t a n c e  in h a v i n g  S B -  
242 m o v e  o u t  of c o m m i t t e e  a f t e r  its f i r s t  h e a r i n g  a n d  w i t h  o u r  
c o n c e r n s  a n d  o p p o s i t i o n  w i t h  SB-83. W o r k i n g  w i t h  y o u  h a s  b e e n  an 
a b s o l u t e  d e l i g h t !  I l o o k  f o r w a r d  t o  d o i n g  s o  a g a i n  in t h e  n e a r  
future.

If I c a n  e v e r  b e  of a n y  a s s i s t a n c e  to y o u  o r  S e n a t o r  Pearce, 
o r  if e i t h e r  of y o u  h a v e  a n y  q u e s t i o n s  r e g a r d i n g  SB-242, p l e a s e  
d o  n o t  h e s i t a t e  t o  c o n t a c t  me.

S i n c e r e l y

J ^ n  A n d r e a  M e i s e l s  
"State A f f a i r s  A s s o c i a t e

J A M : m l p

cc: G o r d o n  E v a n s

6052 Hackers lane Agoura I iills, CA 91301 1-110 818/991-6817 Telecopier 818/991-0722



I Icallli Insurance Association of America

A p r i l  23, 19 9 1

T h e  H o n o r a b l e  Dr u e  P e a r c e  
A l a s k a  S t a t e  S e n a t o r  
A l a s k a  S t a t e  L e g i s l a t u r e  
P. 0. B o x  V  
J u n e a u ,  AI< 9 9 8 1 1

D e a r  S e n a t o r  Pearce:

T h a n k  y o u  v e r y  m u c h  for all of y o u r  s u p p o r t  r e g a r d i n g  S B - 2 4 2  
a n d  H I A A 's s m a l l  g r o u p  m a r k e t  r e f o r m  l e g i s l a t i o n .  I a p p r e c i a t e  
y o u r  a s s i s t a n c e  in h a v i n g  t h e  b i l l  m o v e  o u t  of c o m m i t t e e  a f t e r  
its f i r s t  h e a r i n g  a n d  all t h e  t i m e  a n d  a t t e n t i o n  y o u  a n d  R o d  
M o u r a n t  t o o k  w i t h  m e  r e g a r d i n g  t h e  s u p p o r t  of S B - 2 4 2  a n d  o u r  
o p p o s i t i o n  a n d  c o n c e r n s  w i t h  SB-83.

I l o o k  f o r w a r d  t o  w o r k i n g  w i t h  y o u  in t h e  f u t u r e  o n  o t h e r  
p i e c e s  o f  l e g i s l a t i o n .

S i n c e r e l y

J a n  A n d r e a  M e i s e l s  
'State A f f a i r s  A s s o c i a t e

J A M : m l p

cc: G o r d o n  E v a n s

0052 Hackers Lane Agoura I lilLs, CA 91301 -1110 818/991-6817 Telecopier 818/991-0722



Miiropoiltkii Li(o Ini’n.'krico Company

One Madison Avenue, Hen York, NY 10010-3890 M e t r o p o l i t a n  L i f eAND AFFILIATED COMPANIES
Robert 0. FlectconstelnAssistant Vice-President Government and industry delations

T h e  H o n o r a b l e  V i r g i n i a  M. C o l l i n s  
Vic€t C h a i r ,  L a b o r  & C o m m e r c e  C o m m i t t e e  
S t a t e  S e n a t e  
J u n e a u ,  A l a s k a  9 9811

RE: S B  242

D e a r  S e n a t o r  C o l l i n s

M e t r o p o l i t a n  L i f e  s u p p o r t s  e f f o r t s  to r e f o r m  t h e  s m a l l  g r o u p  

h e a l t h  i n s u r a n c e  p r a c t i c e s  e m b o d i e d  in S B  242. We

r e s p e c t f u l l y  u r g e  y o u r  C o m m i t t e e  to f a v o r a b l y  r e p o r t  this 

bill.

S i n c e r e l y ,

A s s i s t a n t  V i c e  P r e s i d e n t

A p r i l  19, 1991 
R O F :w s b

cc: M3. J a n  A. M e i s e l s
H I A A

• • t o t a l  p a  ij e , o e «i



Financial
Group

Principal Mutual 
Life Insurance Company

April 19, 1991

The Honorable Virginia Collina 
Alaska Senate 
Vice Chairperson
Senate Labor 6 Commerce Committee 
Juneau, Alaoka 99811

RE Senate Bill 242 (Small Group Health Insurance Reform)

Dear Senator ColLinB

I am writing on behalf of Principal Mutual Life insurance company to 
support Senate Bill 2-12 relating to reforms in the Alaska small group 
health insurance markets. Principal Mutual in currently the sixth 
largest life insurance company in the United States measured by premium 
income and has been a major group health insurance carrier for many 
years.

We believe that Senate 3ill 242 will affectively address the problem that 
many small businesses face today in obtaining health insurance at a 
reasonable premium rate for all employees. Senate Bill 242 will 
guarantee access to coverage for those employees by establishing an 
industry supported reinsurance pool which spreads the losses associated 
with high risk employer groups. The National Association of Insurance 
Commissioners just this week took preliminary steps toward approving a 
model act which would be very similar to Senate Bill 242. Senate Bill 
242 will refine the existing insurance mechanism without unduly 
disrupting the marketplace.

Senate Bill 242 iB a responsible approach to dealing with the problem of 
employee access to small group health insurance. We strongly encourage 
your support of this measure. It will work for Alaskans.

Assistant Counsel

MTP:paa
\mtp\0419vc.ltr
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Alaska State Legislature
S E N A T E

P.O. Box V
S E N A T O R  V IR G IN IA  C O L L IN S  State Capitol

Juneau, Alaska 99811

S P O N S O R  S T A T E M E N T

S e n a t e  B i l l  242

S e n a t e  B i l l  242, " A n  A c t  r e l a t i n g  t o  h e a l t h  i n s u r a n c e  for 
s m a l l  e m p l o y e r s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

A s  t h e  c o s t  o f  h e a l t h  c a r e  h a s  i n c r e a s e d ,  a n  u n a c c e p t a b l e  
n u m b e r  o f  A l a s k a  r e s i d e n t s  a r e  c u r r e n t l y  w i t h o u t  a p p r o p r i a t e  
h e a l t h  c a r e  c o v e r a g e .  S m a l l  e m p l o y e r s  f i n d  i t  v e r y  d i f f i c u l t  
t o  o b t a i n  a f f o r d a b l e  c o v e r a g e ,  if a n y  c o v e r a g e  a t  all. O v e r  
90% o f  t h e  b u s i n e s s e s  in A l a s k a  a r e  c o n s i d e r e d  s m a l l  
b u s i n e s s e s ,  h a v i n g  25 o r  f e w e r  e m p l o y e e s .

T h e  H e a l t h  I n s u r a n c e  A s s o c i a t i o n  o f  A m e r i c a ,  a n  a s s o c i a t i o n  of 
300 p r i v a t e  h e a l t h  i n s u r a n c e  c o m p a n i e s  p r o v i d i n g  i n s u r a n c e  f o r  
95 m i l l i o n  A m e r i c a n s ,  d e v e l o p e d  a m o d e l  b i l l  t o  a d d r e s s  t h e  
i s s u e  o f  s m a l l  e m p l o y e r  h e a l t h  i n s u r a n c e  c o v e r a g e .  S e n a t e  
B i l l  242 is H I A A 1s m o d e l  b i l l .

T h e  f o c u s  o f  t h e  b i l l  is t o  m a k e  c e r t a i n  c h a n g e s  in t h e  s m a l l  
e m p l o y e r  i n s u r a n c e  m a r k e t  t o  p r o v i d e  m o r e  a c c e s s i b i l i t y ,  
r e n e w a b i l i t y ,  p r e d i c t a b i l i t y ,  a n d  s t a b i l i t y  f o r  t h e  s m a l l  
e m p l o y e r  w h o  h a s  3 t o  25 e m p l o y e e s .

T h i s  b i l l  c r e a t e s  t h e  S m a l l  E m p l o y e r  H e a l t h  R e i n s u r a n c e  
A s s o c i a t i o n ,  a p r i v a t e  n o n p r o f i t  l e g a l  e n t i t y .  A l l  i n s u r e r s  
i n  t h e  s m a l l  e m p l o y e r  i n s u r a n c e  m a r k e t  m a k e  u p  t h e  m e m b e r s h i p .  
T h e  A s s o c i a t i o n  a l l o w s  i n s u r e r s  t o  t r e a t  a l l  i n d i v i d u a l s  in a 
g r o u p  t h e  s a m e  way. H i g h  r i s k s  a r e  s p r e a d  b r o a d l y  t h r o u g h  t h e  
m a r k e t  r a t h e r  t h a n  c o n c e n t r a t e d  i n  o n e  s m a l l  e m p l o y e r  group. 
M a n a g e d  c a r e  a n d  o t h e r  c o s t  c o n t a i n m e n t  p r o v i s i o n s  m a y  b e  
i n c o r p o r a t e d  i n t o  t h e  s m a l l  e m p l o y e r  h e a l t h  p l a n s .  O n c e  
s o m e o n e  w i t h  a p r e e x i s t i n g  c o n d i t i o n  s a t i s f i e s  t h e  p r e e x i s t i n g  
c o n d i t i o n  r e s t r i c t i o n ,  h e  o r  she is n o t  r e q u i r e d  t o  s a t i s f y  
r e q u i r e m e n t s  a g a i n  w h e n  c h a n g i n g  j o b s  o r  w h e n  t h e  e m p l o y e r  
c h a n g e s  i n s u r e r s .  P r e m i u m  c o s t s  a r e  c a p p e d  a n d  r e i n s u r a n c e  
a s s o c i a t i o n  l o s s  a s s e s s m e n t s  a r e  c a p p e d .

T h e  S m a l l  E m p l o y e r  H e a l t h  R e i n s u r a n c e  A s s o c i a t i o n  is a 
s e l f - s u p p o r t e d  a s s o c i a t i o n . T h e  o n l y  c o s t  t o  t h e  S t a t e  is for 
t r a v e l  b y  t h e  D i r e c t o r  of t h e  D i v i s i o n  o f  I n s u r a n c e .  T h a t  
c o s t  is m i n i m a l .

Y o u r  s u p p o r t  a n d  c o - s p o n s o r s h i p  o f  S e n a t e  B i l l  242 w o u l d  be 
a p p r e c i a t e d .

Official Business
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M E M O R A N D U M April 12. 1991

TO :
SUBJECT :

FRO M :

Small employer health insurance - (SB  242) 
Senator Virginia Collins 
M ichael F. Ford
Legislative Counsel

The follow ing is a section by section analysis o f SB 242:
Section 1 - Findings.
Section 2 -
Sec. 21.55.010 - Establishes the Small Employer Health Reinsurance Association and 
requires certain insurers to be members.
Sec. 21.55.020 - Establishes the board o f directors o f the association and provides fo r 
specific board representation and organization.
Sec. 21.55.030 - Establishes the general powers o f the association.
Sec. 21.55.040 - Requires the association to submit a plan o f operation to the director 
o f  the division o f insurance. A llows the director to adopt regulations to implement 
AS 21.55 if the association fails to submit a suitable plan o f  operation . Requires 
members to comply with the plan and establishes specific components o f  the plan.
Sec. 21.55.050 - Establishes specific provisions that apply to reinsurance provided by 
a member to employees o r dependents o f employees o f a small employer. Imposes 
certain restrictions on reinsurance o f group plans other than small em ployer health 
benefit plans and establishes limits fo r premiums charged fo r reinsured coverage and 
fo r coverage provided by a health maintenance organization. Provides fo r member 
assessments, by the administering insurer.
Sec. 21.55.060 - E xem pts the association fro m  the A d m in is tra tiv e  P rocedu re  A c t.



S ena to r V irg in ia  C o llin s
A p r i l  12, 1991
Page 2

Sec. 21.55 .070 - Exempts the association from  payment o f taxes, except fo r real o r 
personal p roperty taxes.
Sec. 21 .55 .080 - Provides immunity from  civil actions filed against a member o f the 
association fo r  a negligent act on beha lf o f  the association.
Sec. 21 .55 .100 - Establishes when an individual o r group health benefit plan is subject 
to AS 21.55 and provides that o ther laws requiring coverage, reimbursement, 
utilization, o r consideration o f  a specific health care provider do not apply to a health 
benefit plan provided to a small employer. Exempts a health benefit plan o ffe red to 
a small em ployer from  certain restrictions contained in other laws.
Sec. 21 .55 .110 - Establishes underwriting and rating requirements applicable to health 
benefits plans covering small employers.
Sec. 21 .55 .120 - Requires a guaranteed issue insurer to o ffe r at least one small 
em ployer health benefit plan and that the plan provide certain coverage. Allows a 
guaranteed issue insurer to reinsure, make special premium arrangements, o r appeal 
unfair administrative o r credit risk.
Sec. 21 .55 .130 - Requires the board to design small employer health benefit plans 
that are eligible fo r reinsurance by the association, including the form  and level o f 
coverage. Provides that a plan may include certain cost containment features. 
Requires the plan be submitted to the director o f the division o f  insurance fo r 
approval.
Sec. 21.55 .140 - Establishes certain conditions that must be met before an insurer o r
w elfa ie  arrangement may cease doing business in the small employer market.

J' 7/C M r  't'T? A- K - *c —

Sec. 21.55 .250 - Definitions.
Section 3 - Provides that a health maintenance organization is subject to the small 
em p loyer health insurance provisions contained in AS 21.55.
Section 4 - Provides that a hospital o r medical service corporation is subject to the 
sm all em p loyer health insurance provisions contained in AS 21.55.
Section 5 - Transition section.
S ection  6 - E ffe c tiv e  date.

M FF :p lm
91-250.p lm



H EA LTH  INSURANCE FOR S M A LL EM PLOYERS
(A NON-PROFIT LEGAL ENT ITY )

MEMBERS OF THE HEALTH REINSURANCE ASSOCIATION

LICENSED  HOSPITAL OR M ED ICAL SERV ICE CORPORATIONS 
W ELFARE ARRANGEMENTS / M ULT IPLE  EM PLOYER ARRANGEM ENT 
LICENSED  ALASKA HEALTH INSURERS OFFERING A HEALTH PLAN

BO A RD  O F  D IR E C T O R S

C O S T

SELF-SUPPORTED ASSOCIATION 
(ON LY  COST TO  STATE: 

D IRECTOR OF INSURANCE TRA VEL )



SB242

P U R P O S E
TO M AKE CERTAIN CHANGES IN  THE EM PLOYER 

INSURANCE M ARKET TO PROV IDE  MORE: ACCESS A B IL ITY , 
REN EW A B IL ITY , PRED ICTA B IL ITY , AND STA B IL ITY .
TO ENSURE FA IR ACCESS TO AND CONT INU ITY  OF 
COVERAGE FOR SM ALL EM PLOYERS AND THE IR  

EM PLOYEES.

H IG H L IG H T S
GUARANTEED ACCESS TO COVERAGE: A LL  SM ALL EM PLO YER  GROUPS 

W O ULD  BE ABLE TO  OBTAIN BASIC  COVERAGE REGARDLESS OF R ISK .
COVERAGE OF W HOLE GROUPS: NEITHER AN EM PLOYER NOR AN INSURER 

W OULD  BE  ABLE TO EXCLUDE FROM  GROUP COVERAGE, H IGH R ISK
IN D IV IDUA LS .

REN EW A B IL ITY  OF COVERAGE: AT RENEW AL TIME COVERAGE W O ULD  NOT 
BE CANCELLED DUE  TO DETER IORATING  HEALTH.

CONT INU ITY  OF COVERAGE: ONCE IN D IV ID U A L  MEETS PREEX IST ING  
CONDIT ION  RESTRICTIONS, HE OR SHE W O ULD  NOT HAVE TO MEET AGAIN 

W HEN CHANGING JOBS OR CARR IERS.
PREM IUM  PR IC ING  L IM ITS : INSURERS W O ULD  BE REQU IRED  TO L IM IT  HOW  

MUCH TH E IR  RATES COULD V A RY  FOR GROUPS S IM ILAR IN GEOGRAPHY, 
DEM OGRAPH IC  COMPOSITION AND PLAN DESIGN.
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SMALL EMPLOYER MARKET REFORMS AND REINSURANCE MECHANISM

O n  F e b r u a r y -21, -1991 t h e  H I A A  B o a r d  of D i r e c t o r s  r e a f f i r m e d  its 
c o m m i t m e n t  t o  t h e  c o m p r e h e n s i v e  set of r e c o m m e n d a t i o n s  a d o p t e d  a 
y e a r  a g o  t h a t  t h e  A s s o c i a t i o n  b e l i e v e s  c a n  be  a c h i e v e d  in t h e  
c o n t e x t  of a v i a b l e  p r i v a t e  m a r k e t p l a c e .  T h e  e s s e n c e  of our 
p r o p o s a l  is t o  m a k e  c e r t a i n  c h a n g e s  in t h e  m a r k e t  so t h a t  it 
p r o v i d e s  s u b s t a n t i a l l y  m o r e  p r e d i c t a b i l i t y  a n d  p r o t e c t i o n  to  t h e  
p u r c h a s e r s  of  c o v e r a g e .

T h e  s m a l l  e m p l o y e r  m a r k e t  p r e c e p t s  t h a t  t h e  H I A A  r e c o m m e n d s  are:

1. G u a r a n t e e d  A c c e s s  t o  C o v e r a g e .  A l l  s m a l l  e m p l o y e r  g r o u p s  
w o u l d  b e  a b l e  t o  o b t a i n  p r i v a t e  h e a l t h  i n s u r a n c e  f o r  b a s i c  
c o v e r a g e  r e g a r d l e s s  of t h e  h e a l t h  r i s k  t h e y  p r e s e n t .  A  
r e i n s u r a n c e  m e c h a n i s m  w o u l d  a l l o w  c a r r i e r s  t o  m a k e  t h i s  
b a s i c  p r o t o t y p e  b e n e f i t  c o v e r a g e  a v a i l a b l e  t o  a n y  s m a l l  
e m p l o y e r  f o r  n o  m o r e  t h a n  150 p e r c e n t  of t h e  a v e r a g e  p r e m i u m  
for s i m i l a r  g r o u p s .

2. C o v e r a g e  o f  W h o l e  G r o u p s .  C o v e r a g e  w o u l d  b e  m a d e  a v a i l a b l e  
to  e n t i r e  e m p l o y e r  g r o u p s ;  n e i t h e r  an  e m p l o y e r  n o r  an i n s u r e r  
w o u l d  b e  a b l e  t o  e x c l u d e  fr o m  t h e  g r o u p ' s  c o v e r a g e  
i n d i v i d u a l s  w h o  p r e s e n t  h i g h  m e d i c a l  risks.

3. R e n e w a b i l i t y  o f  C o v e r a g e .  A t  r e n e w a l  time, e m p l o y e r  g r o u p s  
a n d / o r  i n d i v i d u a l s  in t h e s e  g r o u p s  w o u l d  be a s s u r e d  t h a t  
t h e i r  c o v e r a g e  w o u l d  n o t  be  c a n c e l e d  b e c a u s e  of d e t e r i o r a t i n g  
h e a lth.

4. C o n t i n u i t y  o f  C o v e r a g e .  O n c e  a p e r s o n  is c o v e r e d  in t h e  
s m a l l  e m p l o y e r  m a r k e t  a n d  s a t i s f i e d  a p l a n ' s  p r e e x i s t i n g  
c o n d i t i o n  r e s t r i c t i o n s ,  he  or she w o u l d  n o t  h a v e  t o  m e e t  
t h o s e  r e q u i r e m e n t s  a g a i n  w h e n  c h a n g i n g  j o b s  o r  w h e n  t h e  
e m p l o y e r  c h a n g e s  c a r r i e r s .

5. P r e m i u m  P r i c i n g  L i m i t s .  I n s u r a n c e  c a r r i e r s  w o u l d  be  r e q u i r e d  
to l i m i t  h o w  m u c h  t h e i r  r a t e s  c o u l d  v a r y  f o r  g r o u p s  s i m i l a r  
in g e o g r a p h y ,  d e m o g r a p h i c  c o m p o s i t i o n  a n d  p l a n  d e s i g n .  M o r e  
s p e c i f i c a l l y ,  a c a r r i e r ' s  p r e m i u m s  for s i m i l a r  g r o u p s  c o u l d  
n o t  v a r y  b y  m o r e  t h a n  35 p e r c e n t  f r o m  t h e  c a r r i e r ' s  m i d p o i n t  
r a t e  ( h a l f w a y  b e t w e e n  t h e  lo w e s t  a n d  h i g h e s t  r a t e ) . T h e r e  
w o u l d  a l s o  be  a 15 p e r c e n t  l i m i t a t i o n  on  h o w  m u c h  a c a r r i e r  
c o u l d  v a r y  r a t e s  by  industry. F inally, c a r r i e r s  w o u l d  h a v e  
to l i m i t  a g r o u p ' s  y e a r - t o - y e a r  p r e m i u m  i n c r e a s e  to no m o r e
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t h a n  15 p e r c e n t  a b o v e  t h e  c a r r i e r ' s  " t r e n d "  (the y e a r - t o - y e a r  
i n c r e a s e  in t h e  l o w e s t  n e w  b u s i n e s s  r a t e ) .

G U A R A N T E E I N G  A V A I L A B I L I T Y

W
T h e  "t o p  t e n "  c a r r i e r s  in a states' s m a l l  e m p l o y e r  m a r k e t  w o u l d  
h a v e  to  g u a r a n t e e  i s s u e  p r o t o t y p e  b e n e f i t  c o v e r a g e  t o  ill 
a p p l i c a n t  s m a l l  e m p l o y e r  groups. O t h e r  ( n o n - t o p  ten) c a r r i e r s  
c o u l d  c h o o s e  t o  a l s o  a c t  as g u a r a n t e e d  i s s u e  c a r r i e r s ,  a l t h o u g h  
t h e y  w o u l d  n o t  b e  r e q u i r e d  t o  d o  so. T h e r e  w o u l d  b e  a p u b l i c l y  
a v a i l a b l e  l i s t  of g u a r a n t e e d  i s s u e  c o m p a n i e s .  I n s u r e r s  r e j e c t i n g  
g r o u p s  w o u l d  b e  r e s p o n s i b l e  for referri.ng t h e  g r o u p  t o  t h i s  li s t  
(or t e l e p h o n e  n u m b e r ) .

G u a r a n t e e d  i s s u e  c a r r i e r s  w o u l d  h a v e  a c c e s s  t o  b o t h  i n d i v i d u a l  
a n d  g r o u p  r e i n s u r a n c e  a t  issue, r e n e w a l  a n d  f o r  n e w  e n t r a n t s .  
T h e s e  c a r r i e r s  w o u l d  h a v e  to m a k e  p r o t o t y p e  b e n e f i t s  a v a i l a b l e  to 
al l  s m a l l  e m p l o y e r s ,  a t  a r a t e  of no m o r e  t h a n  150 p e r c e n t  o f  
a d j u s t e d  a v e r a g e  m a r k e t  p r e m i u m s .  T h e y  w o u l d  f a c e  n o  c o s t -  
s h a r i n g  f o r  g r o u p  r e i n s u r a n c e  (priced at 150 p e r c e n t  of  a d j u s t e d  
a v e r a g e  m a r k e t  p r e m i u m  m i n u s  a c e d i n g  f a c t o r ) , c o u l d  r e q u i r e  an 
a d v a n c e  p r e m i u m  d e p o s i t  (not t o  e x c e e d  t h r e e  m o n t h s )  f o r  p o o r  
c r e d i t  risks, a n d  c o u l d  m a k e  s p e c i a l  a r r a n g e m e n t s  t o  c o v e r  
e m p l o y e e s  in g r o u p s  w i t h  e x c e p t i o n a l l y  h i g h  e m p l o y e e  t u r n o v e r  
rates.

I n s u r e r s  t h a t  c h o o s e  n o t  to g u a r a n t e e  i s s u e  w o u l d  n o t  be 
o b l i g a t e d  t o  a c c e p t  a l l  a p p l i c a n t  s m a l l  e m p l o y e r  g r o u p s .
H o w e v e r ,  c o n s i s t e n t  w i t h  t h e  w h o l e  g r o u p  p r e c e p t ,  t h e y  w o u l d  be 
r e q u i r e d  t o  a c c e p t  o r  r e j e c t  e n t i r e  e m p l o y e r  g r o u p s .  T h e s e  
c a r r i e r s  w o u l d  o n l y  a c c e s s  t o  i n d i v i d u a l  r e i n s u r a n c e  a n d  o n l y  for 
n e w  e n t r a n t s  t o  e x i s t i n g  cases. T h i s  is t o  p r o v i d e  f i n a n c i a l  
r e l i e f  f o r  t h e  n e w  e n t r a n t s  t h a t  t h e y  w o u l d  be r e q u i r e d  t o  a c c e p t  
u n d e r  t h e  c o n t i n u i t y  p r e c e p t .

B o t h  g u a r a n t e e d  i s s u e  a n d  o t h e r  c a r r i e r s  w o u l d  h a v e  a c c e s s  t o  
i n d i v i d u a l  r e i n s u r a n c e  (priced a t  500 p e r c e n t  of a d j u s t e d  a v e r a g e  
m a r k e t  c l a i m s  e x p e r i e n c e ,  a n d  i n c l u d i n g  a $ 5 , 0 0 0  d e d u c t i b l e  b u t  
no c o i n s u r a n c e  p a y m e n t s ) . B o t h  c a r r i e r  t y p e s  w o u l d  b e  i n c l u d e d  
in t h e  a s s e s s m e n t  b a s e  for t i e r  one f i n a n c i n g  of  r e i n s u r a n c e  
l o s s e s .

N o n - g u a r a n t e e d  i s s u e  c a r r i e r s  t h a t  w i s h  t o  b e c o m e  g u a r a n t e e d  
i s s u e  c a r r i e r s ,  o r  g u a r a n t e e d  i s s u e  w i s h i n g  to b e c o m e  n o n­
g u a r a n t e e d  issue, w o u l d  be r e q u i r e d  t o  a n n o u n c e  o n e  y e a r  in 
a d v a n c e  t h e i r  i n t e n t i o n s  to change. C a r r i e r s  n e w l y  c o n v e r t i n g  to 
g u a r a n t e e d  i s s u e  w o u l d  not b e  a l l o w e d  to a p p l y  m o r e  f a v o r a b l e  
g u a r a n t e e d  i s s u e  r e i n s u r a n c e  t e r m s  to b u s i n e s s  a l r e a d y  on  t h e i r  
b o o k s  w h e n  t h e y  m a k e  s u c h  a change.

G u a r a n t e e d  i s s u e  c a r r i e r s  w o u l d  be a b l e  t o  a p p e a l  t o  t h e  
r e i n s u r a n c e  b o a r d  in t h e  e v e n t  t h a t  t h e y  e x p e r i e n c e d  a n  u n f a i r  
s h a r e  of a d m i n i s t r a t i v e  and c r e d i t  risks. W h e r e  t h e  B o a r d  f i nds
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t h a t  a c a r r i e r  h a s  e x p e r i e n c e d  s u c h  a n  u n f a i r  b u r d e n ,  a d e c r e a s e d  
r e i n s u r a n c e  p / i c e  t o  o f f s e t  a d m i n i s t r a t i v e  e x p e n s e s  m a y  be 
a l l o w e d ,  o r  a t e m p o r a r y  s u s p e n s i o n  of g u a r a n t e e d  i s s u e  m a y  be 
g r a n t e d  t o  t h e  carriex..

A  c a r r i e r  w o u l d  n o t  h a v e  to g u a r a n t e e  i s s u e  b u s i n e s s  r e c e i v e d  
f r o m  a n y  a g e n t  or  b r o ker, b u t  w o u l d  be  free to d i r e c t l y  i s s u e  
c o v e r a g e  t o  s u c h  b u s i n e s s  or to  e f e r  the b u s i n e s s  t o  o n e  of its 
o w n  a g e n t s .

H I A A  b e l i e v e s  t h i s  a p p r o a c h  a l l a y s  a p p r e h e n s i o n  o v e r  w h o  t h e  
d e s i g n a t e d  c a r r i e r  w o u l d  b e  a n d  w h a t  t h e i r  p r a c t i c e s  are.
A n o t h e r  m a j o r  a d v a n t a g e  of t h i s  a p p r o a c h  is t h a t  it d o e s  n o t  
m a n d a t e  t h a t  e v e r y  c a r r i e r  in t h e  m a r k e t  g u a r a n t e e  issue. T h i s  
w i l l  b e  m o r e  e f f i c i e n t  s i n c e  c a r r i e r s  t h a t  are o n l y  m a r g i n a l l y  
o p e r a t i n g  in a n u m b e r  of l o c a l  m a r k e t s  w o u l d  n o t  h a v e  t o  i n c u r  
a l l  o f  t h e  fixed- c o s t s  a s s o c i a t e d  w i t h  a c t i n g  as a d e s i g n a t e d  
c a r r i e r  (e.g., o f f e r i n g  a p r o t o t y p e  plan). F u rther, it w i l l  be 
e a s i e r  t o  m o n i t o r  c a r r i e r s '  c o s t  m a n a g e m e n t  of r e i n s u r e d  c a s e s  
s i n c e  t h e r e  w i l l  be  f e w e r  d e s i g n a t e d  c a r r i e r s  to  o v e r s e e .
F i n a l l y ,  i t  a v o i d s  t h e  p r o b l e m  of o n e  d e s i g n a t e d  c a r r i e r  (or a 
v e r y  s m a l l  n u m b e r  of d e s i g n a t e d  c a r r i e r s )  b e i n g  t r e a t e d  b y  
l e g i s l a t o r s  a s  a g u a s i - g o v e r n m e n t a l  p r o g r a m  and s u b j e c t  t o  
e x t r e m e l y  a d v e r s e  r e g u l a t o r y  o r  f i n a n c i a l  t r e a t m e n t  (e.g., 
s e t t i n g  r a t e s  b e l o w  m a r k e t  n o r m s ) .

D E F I N I N G  S M A L L  E M P L O Y E R  G R O U P S

E m p l o y e r - b a s e d  p l a n s  i s s u e d  t o  f i r m s  w i t h  o n l y  o n e  o r  t w o  
e m p l o y e e s  s h o u l d  be  e x c l u d e d  f r o m  t h e  s m a l l  e m p l o y e r  m a r k e t  
r e f o r m s  a n d  r e i n s u r a n c e .  S u c h  p l a n s  s h o u l d  c o n t i n u e  t o  be  
r e g u l a t e d  u n d e r  a s t a t e ' s  g r o u p  or  i n d i v i d u a l  i n s u r a n c e  laws.

H i g h  r i s k  p o o l s  s h o u l d  b e  e s t a b l i s h e d  in e v e r y  s t a t e  a n d  w o u l d  
a c t  t o  g u a r a n t e e  a v a i l a b i l i t y  of c o v e r a g e  t o  p e r s o n s  w i t h o u t  
a c c e s s  t o  e m p l o y e r  b a s e d  c o v e r a g e  (i.e., i n d i v i d u a l s  w i t h o u t  an 
a t t a c h m e n t  t o  t h e  w o r k p l a c e ,  as w e l l  as  h i g h  r i s k  p e r s o n s  
e m p l o y e d  b y  b u s i n e s s e s  w i t h  o n e  or t w o  e m p l o y e e s ) . H i g h  r i s k  
p o o l s  w o u l d  n o t  be  a v a i l a b l e  t o  i n d i v i d u a l s  w o r k i n g  f o r  f i r m s  
w i t h  a t  l e a s t  t h r e e  e m p l o y e e s  o f f e r i n g  e m p l o y e r - f i n a n c e d  c o v e r a g e  
t o  a n y  o r  a l l  e m p l o y e e s .

T h e  f o l l o w i n g  s m a l l  e m p l o y e r  m a r k e t  r e f o r m s  w o u l d  n o t  a p p l y  t o  
e m p l o y e r - b a s e d  i n d i v i d u a l  p o l i c i e s :  (a) g u a r a n t e e  i s s u e  —
c a r r i e r s  w o u l d  n o t  be  r e q u i r e d  to g u a r a n t e e  i s s u e  i n d i v i d u a l  
p o l i c i e s  t o  n e w  e m p l o y e r - b a s e d  g r o u p s  of  i n d i v i d u a l s  ( e x c e p t  for 
n e w  a d d s  t o  e x i s t i n g  g r o u p s  of i n d i v i d u a l s  as d e s c r i b e d  below) 
a n d  (b) r a t i n g  a n d  r e n e w a b i l i t y  r e g u l a t i o n  —  i n d i v i d u a l  r a t e s  
w i l l  n o t  b e  r e g u l a t e d  if t h e r e  is e f f e c t i v e  r a t e  r e g u l a t i o n  in a 
p a r t i c u l a r  st a t e .  In m a k i n g  a d e t e r m i n a t i o n  as t o  w h e t h e r  t h e r e  
is e f f e c t i v e  r e g u l a t i o n  of r a t e s  o n e  s h o u l d  a n a l y z e  t h e  
D e p a r t m e n t ' s  p r a c t i c e s  r a t h e r  t h a n  r e l y i n g  s o l e l y  o n  t h e
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I n d i v i d u a l  p o l i c i e s  w o u l d  n o t  h a v e  a c c e s s  t o  t h e  s m a l l  e m p l o y e r  
r e i n s u r a n c e  m e c h a n i s m .  Ho w e v e r ,  r e i n s u r a n c e  a s s e s s m e n t s  w o u l d  be 
i m p o s e d  o n  e m p l o y e r - b a s e d  i n d i v i d u a l  p o l i c i e s  for e m p l o y e r s  w i t h  
3 t o  25 l i v e s  t o  o f f s e t  t h e  r e l a t i v e l y  h i g h e r  c o s t s  d u e  t o  t h e  
g u a r a n t e e d  a v a i l a b i l i t y  of s m a l l  g r o u p  c o v e r a g e  to  all s m a l l  
e m p l o y e r s .

T h e  f o l l o w i n g  s m a l l  e m p l o y e r  m a r k e t  r e f o r m s  w o u l d  a p p l y  to 
i n d i v i d u a l  (as w e l l  as group) e m p l o y e r - b a s e d  p l a n s  for s m a l l  
e m p l o y e r s  w i t h  3 t o  25 e m p l o y e e s :  (a) T h e  H I A A  p r e c e p t  o n  w h o l e
g r o u p s :  t h e  s a m e  p l a n  m u s t  be m a d e  a v a i l a b l e  t o  a l l  e l i g i b l e  
e m p l o y e e s  o f  t h e  firm, i n c l u d i n g  h i g h  r i s k  e m p l o y e e s  a n d  n e w  a d d s  
an d  (b) P r e - e x i s t i n g  c o n d i t i o n s :  if a p e r s o n  w a s  c o v e r e d  b y  (or 
s a t i s f i e d  p r e e x i s t i n g  c o n d i t i o n  e x c l u s i o n s  under) t h e  p r e v i o u s  
e m p l o y e r - b a s e d  plan, t h e  n e w  e m p l o y e r - b a s e d  p l a n  m u s t  w a i v e r  
p r e e x i s t i n g  c o n d i t i o n  r e q u i r e m e n t s  f o r  t h o s e  c o n d i t i o n s .

F I N A N C I N G  S O U R C E S

F i r s t  t i e r  a s s e s s m e n t s  s h o u l d  b e  c a p p e d  a t  f o u r  p e r c e n t  of s m a l l  
e m p l o y e r  m a r k e t  p r e m i u m .  F o r  s e c o n d  t i e r  f i n a n c i n g ,  H I A A  s h o u l d  
be o p e n  t o  a r a n g e  of a l t e r n a t i v e  b r o a d  s o u r c e s  of f i n a n c i n g  t h a t  
m i g h t  b e  a c h i e v a b l e  in a g i v e n  state.

s t a t u t o r y  o r  r e g u l a t o r y  a u t h o r i t y  in p l a c e  in a p a r t i c u l a r  state.
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n  0

SB 242: "An Act relating to health insurance for small employers;
and providing for an effective date."

The department is in favor of this legislation.
One o f the more challenging issues facing th is country and A laska is the 
ever-increasing number of people unable to afford or even find health care 
insurance. Persons going from one employer to another who have acquired a 
medical condition find themselves, in too many cases, uninsurable.
Certain underlying conditions need to be m et to satisfy public expectations o f a 
health insurance m arket that can continue to be provided by private health  
insurers. These include: guaranteed access to coverage; coverage for entire 
groups, renewability of coverage; lim its on pricing; and continuity of coverage. 
This legislation addresses these issues by establishing a reinsurance mechanism  
comprised of a ll entities writing health care coverages in A laska. Through this 
mechanism , coverage is made available th a t provides tha t the preexisting 
conditions restriction is applicable to a person only one time. Once a covered 
person has satisfied the plans preexisting condition restriction, he or she would 
not have to again face the restrictions when changing employers or insurance 
company. The plan contained in the bill assures availability o f coverage, 
prevents picking and choosing o f employees in a group, assures renewability 
and places a cap on prem ium increases.
This legislation gives the private health care insurance system an opportunity  
to address these challenges.

Date:
f. Olds, Commissioner
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B I I J . n o .  SB 242

Department Affected: Commerce & Economic Dev.
BRU: Insurance_____________________________
Component: O perations________________________

COMPONENT SERIAL NO. Q U L.J-5
Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97
PERSONAL SERVICES 0
TRAVEL 6.0 1.5 1 .5 1 ,5 .. _ .L5.... 1.5
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 6 .0 1 .5 1.5 1.5 1.5 1 5

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year impact:.

ANALYSIS: (Attach a separate page if necessary.)
In the f i r s t y e a r ,  a s u b s ta n tia l number o f m eetings w ith  in d u s try  w i l l  be re q u ire d  
to assure th a t the  o p e ra tio n s  o f the a ss o c ia tio n  are s a t is f a c to n ly  e s ta b lis h e d . 
E ig h t m eetings are a n t ic ip a te d  in  the f i r s t  ye a r and two per y e a r th e re a f te r .

Prepared By: Donald P. Koch, C h ie f o f  Market S urve j^T an^ ed^hone: 465-2577
Division: Insurance Date; •/( 's fa t
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