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SENATE BILL NO. 173 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

EIGHTEENTH LEGISLATURE - FIRST SESSION

BY SENATORS RIEGER, Pearce. Said. Kelly. Phillips

Introduced: 3/25/93
Referred: L&C , FIN

A  B IL L

FOR AN ACT ENTITLED

1 "An Act relating to health insurance for small employers: and providing for an

2 effective date."

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

4 * Section I. PURPOSE, (a) The purpose of this Acl is to
5 (1) promote the availability of health insurance coverage to small employers
6 regardless of their health status or claims experience;
7 (2) prevent abusive rating practices;
8 (3) require disclosure of rating practices to purchasers;
9 (4) establish rules regarding renew; bililv of coverage;
0 (5) establish limitations on the use of preexisting condition exclusions;
1 (6) provide for development of "basic" and "standard" health benefit plans to
2 be offered to all small employers;
3 (7) provide for establishment of a reinsurance program; and
4 (8) improve the overall fairness and efficiency '.i‘ the small group health
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insurance market.

(b) It is not the purpose o f this Act to sh ift the cost o f p rovid ing  health insurance to 

small cm plovcis, to other insured persons, or to the state.

*  Set. 2. AS 21.36 is amended by adding a new section to read:

Sec. 21.36.025. U N F A IR  M A R K E T IN G  PRACTICES P R O H IB ITE D . A 

person may not violate the applicable provisions o f AS 21 .56 .ISO.

*  Sec. 3. AS 3 ^ .& $ 9 Q (d ) is amen 'ed to read:
s ^  ^ % I 1 „■,.*** •*, ̂

(d) Except to the extent necessary to com ply w ith  AS 21.42.365 and 
AS 21.56, a person may not practice or permit unfa ir d iscrim ination against a person 

who provides a service covered under a group d isab ility  po licy that extends coverage 

on an expense incurred basis, or under a group service or indem nity type contract 

issued by a nonprofit corporation, i f  the service is w ith in  the scope o f the prov ider’s 

occupational license. In this subsection, "p rovider" means a state licensed physician, 

dentist, osteopath, optom etrist, chiropractor, nurse m idw ife , advanced nurse 

practitioner, naturopath, physical therapist, occupational therapist, psychologist, 

psychological associate, or licensed clin ica l social worker.

*  Sec. 4. AS 21.36.090(d) is repealed and reenacted to read:

(d) Except to the extent necessary to com ply w ith  AS 21.42.365, a person may 

not practice or perm it unfa ir d iscrim ination against a person who provides a service 

covered under a group d isab ility  po licy that extends coverage on an expense incurred 

basis, or under a group service or indem nity type contract issued by a nonprofit 

corporation, i f  the service is w ith in  the scope o f the provider's  occupational license. 

In this subsection, "p rov ide r" means a state licensed physician, dentist, osteopath, 

optom etrist, chiropractor, nurse m idw ife , advanced nurse practitioner, naturopath, 

physical therapist, occupational therapist, psychologist, psychological associate, or 

licensed c lin ica l social worker.

*  Sec. 5. AS 21 is amended by adding a new chapter to read:

C H APTER  56. S M A L L  E M P LO Y E R  H E A LT H  IN SU R AN C E.

A R T IC L E  I. S M A L L  E M P LO Y E R  H E A LT H  R E IN S U R A N C E  A SS O C IA T IO N .

Sec. 21.56.010. C R E A T IO N : M EM B E R S H IP . A nonprofit incorporated legal 

entity to be known as the Small Em ployer Health Reinsurance Association is
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established. Membership consists o f  all insurers licensed to transact health insurance 

in the state that o ffe r a health benefit plan. A ll members shall maintain membership 

in the association as a condition o f  doing health insurance business, or being able to 

o ffe r subscriber contracts, in the state.

Sec. 21.56.020. B O AR D  OF D IRECTO RS; O R G A N IZ A T IO N , (a) The board 

o f  directors o f the association consists o f nine ind iv iduals selected by partic ipating 

members, subject to approval by the director. The d irector shall endeavor to appoint 

at least six board members who are also small em ployer insurers. I f  the d irector is 

unable to appoint six board members who are also small employer insurers, the 

d irector may f i l l  the remaining seats w ith  any insurer. In selecting members o f the 

board, the director shall consider, among other things, whether all types o f 

partic ipating members are fa irly  represented.

(b) To the extent possible, one board member shall represent a health 

maintenance organization, one board member shall represent a hospital or medical 

service corporation, one board m em ber’ s principal health insurance business shall be 

in the small employer market, and one board member's principal health insurance 

business shall be in the large em ployer market. Members o f the board may be 

reimbursed from the association fo r expenses incurred by them as members, but may 

not otherwise be compensated by the association for their services. The costs o f 

conducting meetings o f the associate i and its board o f directors shall be borne by the 

association.

(c) A  member o f  the board serves for a term o f three years and may be 

reappointed to an unlim ited  number o f terms. The term o f a board member shall 

continue until a successor is appointed. A  vacancy on the board shall be filled  I 

partic ipating members, subject to approval by the director. A  board member may be 

removed by the director for cause.

Sec. 21.56.030. G E N E R A L  POWERS. The association may

(1) exercise the powers granted to insurers under the laws o f the state, 

except that the association may not issue insurance;

(2) sue or be sued;

(3) enter into contracts w ith  insurers, s im ila r associations in other
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stales, or w ith  other persons fo r the performance o f adm inistrative functions;

(4) establish adm inistrative and accounting procedures “  r . 

o f the association;

(5) take legal action as necessary to avoio the payment o f improper 

claim s against the association;

(6) define the array o f health coverage products fo r which reinsurance 

w il l be provided and issue reinsurance policies;

(7) establish rules, conditions, and procedures pertaining to the 

reinsurance o f  members' risks by the association;

(S) establish actuarial functions appropriate to the operation o f the

association;

(9) assess members under the provisions o f this chapter and make 

advance in terim  assessments as may be reasonable and necessary fo r organizational 

and interim  operating expenses: interim  assessments shall be credited as offsets against 

regular assessments due fo llo w in g  the close o f the calendar year:

(10) appoint appropriate legal, actuarial, and other committees as are 

necessary to provide technical assistance in the operation o f the association, design o f 

a policy or contract, or to assist in other functions o f the association;

(11) borrow money to accomplish the purposes o f the association; notes 

or other evidence o f  indebtedness o f the association that are not in default are 

investments fo r insurers and may be carried as admitted assets.

Sec. 21.56.040. P LA N  OF O PER ATIO N , (a) The association shall submit 

to the d irector a plan o f operation and amendments necessary or suitable to assure the 

fair, reasonable, and equitable adm inistration o f  the association. The director may, 

after notice and hearing, approve the plan o f operation i f  the d irector determines it to 

be suitable to assure the fair, reasonable, and equitable adm inistration o f the program 

on a proportionate basis under the provisions o f  this section and it does not sh ift 

program costs to other insured persons or the state. The plan o f operation and 

amendments become effective upon approval in w riting  by the director.

(b) A ll members o f  the association shall com ply w ith  the plan o f operation.

(c) The plan o f operation must establish procedures for
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1 ( I )  handling and accounting o f program assets and money o f the

2 association and for an annual fiscal report to the director;

3 (2) reinsuring risks under the provisions o f  this section;

4 (3) co llecting assessments from all members to provide fo r claims

5 reinsured by the association and for adm inistrative expenses incurred or estimated to

6 be incurred by the association;

7 (4) selection o f  an adm inistering insurer and establish the adm inistering

8 insurer’s powers and duties;

9 (5) effectuating a m ethodology for applying the do llar thresholds

10 contained in this section for insurers that pay or reimburse health care providers bv

11 capitation or salary; and

12 (6) provisions necessary o r proper fo r the execution o f  the powers and

13 duties o f  the association.

14 Sec. 21.56.050. H E A LT H  C AR E R E IN SU R AN C E, (a) A  member may

15 reinsure health care coverage o f an e lig ib le  employee o f a small employer or a

16 dependent o f  an elig ib le employee o f a small em ployer w ith  the association only under

17 the fo llo w in g  provisions:

18 (1) regarding a small em ployer basic or standard health benefit plan,

19 the association shall reinsure the level o f coverage provided;

20 (2) regarding a health care plan other than a small em ployer health

2» benefit plan the association shall reinsure the level o f coverage provided up to, bu not

22 exceeding, the level o f coverage provided in a small employer basic or standard health

23 benefit plan;

24 (3) a small em ployer insurer may reinsure an entire employer group

25 w ith in  60 days o f the commencement o f the group's coverage under a health benefit

26 plan;

27 (4) a small em ployer insurer may reinsure an e lig ib le  employee or

28 dependent w ith in  a period o f 60 days fo llo w in g  the commencement o f  the coverage

29 w ith  the small employer; a newly e lig ib le  employee or dependent o f a reinsured small

30 em ployer may be reinsured w ith in  60 days o f  the commencement o f coverage;

31 (5) the association may not reimburse a reinsuring insurer regarding the
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claims o f  a reinsured employee or dependent until the insurer has paid an in itia l level 

o f claim s lo r the employee or dependent o f  $5,000 in a calendar year for benefits 

covered by the association;

(6) a small employer insurer may terminate reinsurance for one or more 

o f the reinsured employees or dependents o f a small em ployer on any plan anniversary.

(b) Premium rates charged for coverage reinsured by the association shall be 

established as required under (e) o f this section and adjusted as fo llow s;

(1) fo r whole group small em ployer reinsurance coverage, 1.5 

m u ltip lied  by the base premium rate established by the association for e lig ib le  

employees, and dependents o f e lig ib le employees, o f a small em ployer all o f whose 

health insurance coverage is reinsured w ith  the association;

(2) fo r e lig ib le  employee or dependent health reinsurance coverage, 5.0 

m ultip lied  bv the base premium rate established by the association.

(c) I f  a health benefit plan coverage for a small em ployer is entire ly or 

partia lly  reinsured w ith  the association, the premium charged to the small employer for 

a rating period for the coverage issued under this section shall meet the premium rate 

requirements established under AS 21.56.120.

(d) On or before March I o f each year, the board shall determine and report 

to the d irector the association's net loss fo r the previous calendar year, including 

adm inistrative expenses and incurred losses for the year, taking into .ccount 

investment income and other appropriate gains and losses. A  net loss for the year 

shall be recovered by assessments collected from reinsuring insurers. The board shall 

establish, as part o f the plan o f operation, a form ula by which to make assessments 

against re insuring insurers. The assessment form ula must be based on each reinsuring 

insurer’s share o f the total premiums earned in the preceding calendar year from health 

benefit plans delivered or issued for delivery to small employers in this slate by 

reinsuring carriers and each reinsuring insurer's share o f the premiums earned in the 

preceding calendar year from newly issued health benefit plans delivered or issued for 

delivery during the calendar year to small employers in this stale by re insuring 

insurers. In determ ining an assessment, i f  any. that is collected from a member, the 

fo llow ing  provisions apply:
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(1) the form ula established under this subsection may not result in a 

re insuring insurer having an assessment share that is less than 50 percent or more than 

’ 50 percent o f  an amount that is based on the proportion o f the reinsuring insurer's 

total premiums earned in the preceding calendar year from health benefit plans 

delivered or issued for delivery to small employers in this state by reinsuring insurers 

to total prem iums earned in the preceding calendar year from health benefit plans 

delivered or issued for delivery to small employers in this stale by all reinsuring 

carriers;

(2) the board may, w ith  approval o f the director, change the assessment 

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

provide for the shares o f the assessment base attributable to premiums from all health 

benefit plans and to premiums from newly issued health benefit plans to vary during 

a transition period;

(3) subject to the approval o f the director, the board shall make an 

adjustment to the assessment form ula for reinsuring carriers that are approved health 

maintenance organizations that are federally qualified under 42 U.S.C. 300. to the 

extent, i f  any, that restrictions are imposed o r those organizations that are not imposed 

on other small em ployer carriers;

(4) annually before March 1, the board shall determine and file  w ith  

the director an estimate o f the assessments needed to fund losses incurred by the 

association in the previous calendar year;

(5) i f  the board determines that the assessments needed to fund the 

losses incurred by the association in the previous calendar year w il l exceed five 

percent o f total premiums earned in the previous year from health benefit plans 

delivered o r issued for delivery to small employers in this state by reinsuring insurers, 

the board shall evaluate the operation o f the program and report its findings, including 

any recommendations for changes to the plan o f  operation, to the d irector w ith in  lt() 

days fo llo w in g  the end o f the calendar year in which the losses were incurred; the 

evaluation must include an estimate o f future assessments, the adm inistrative costs o f 

the program, the appropriateness o f the premiums charged, and the level o f insurer 

retention under the program and the costs o f coverage for small employers; i f  the
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board fails to file  a report w ith  the director w ith in  c)() days fo llo w in g  the end o f  the 

applicable calendar year, the d irector may evaluate the operations o f  the program and 

im plem ent amendments to the plan o f operation the d irector determines necessary to 

reduce future losses and assessments;

(6) i f  assessments exceed net losses o f the association, the excess shall 

be held in an interest bearing account and used by the board to offset future losses or 

tr> reduce association premiums; in this paragraph, "future losses" include a reserve for 

incurred but not reported claims;

(7) the board shall annually determine a member's proportion o f 

participation in the association based on annual statements and other reports 

determined necessary by the board and filed by the member w ith  the board; an insurer 

shall report to the board a claim  payment made and adm inistrative expense incurred 

in this state on a semi-annual basis on a form prescribed by the director;

(8) the plan o f operation must include a provision for the im position 

o f an interest penalty fo r late payment o f assessments;

(9) a member may request a deferment from the director, in whole or 

in part, from an assessment issued by the board; the director may defer, in whole or 

in part, the assessment o f a member if, in the opin ion o f the d irector payment o f the 

assessment would endanger the ab ility  o f the member to fu lf i l l  the member's 

contractual obligations;

(10) in the event an assessment against a member is deferred in whole 

or in part, the amoim. ny which the assessment is deferred may be assessed against the 

other members in a manner consistent w ith  the basis for assessments set out in this 

subsection; the member receiving a deferment shall remain liable to the association for 

the amount deferred; the d irector may attach conditions to a deferment: a member 

receiving a deferment may not reinsure an ind iv idua l or group as provided under this 

section until the assessment is paid.

(e) The board, as part o f the plan o f operation, shall establish a methodology 

fo r determ ining premium rates to be charged by the program for reinsuring small 

employers and ind iv idua ls under this section. The methodology must include a system 

fo r classification o f  small employers that reflects the types o f case characteristics

-X-
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com m only used by small employer insurers in the stale. The methodology musl 

provide fo r the development o f base reinsurance premium rates that shall he m ultip lied  

by the factors set out in (b) o f this section to determine the premium rates fo r the 

association. The base reinsurance premium rates shall be established by the board, 

subject to the approval o f the director, and shall be set at levels that reasonably 

approximate gross premiums charged to small employers by small em ployer insurers 

for health benefit is  w ith  benefits s im ila r to the standard health benefit plan. The 

board shall review  t.ie methodology established under this subsection to ensure that the 

methodology reasonably reflects tee claims experience o f  the program. Changes to the 

methodology may be proposed by the board, and are subject to approval by the 

director.

Sec. 21.56.060. H E A LT H  B E N E F IT  PLAN  C O M M IT T E E , (a) The health 

benefit plan committee is established in the association. The committee is composed 

o f seven members selected by the d irector as fo llow s:

(1) three members who arc representatives o f partic ipating insurers:

(2) one member who represents small employers;

(3) one member who represents employees o f small employers; and

(4) one member who represents health care providers; and

(5) one member who represents agents or brokers.

(b) The committee shall recommend benefit levels, cost sharing levels, 

exclusions and lim ita tions for the basic and standard health benefit plan offered under 

AS 21.56.140. The committee shall also design a basic health benefit plan and a 

standard health benefit plan that contain benefit and cost sharing levels that are 

consistent w ith  the basic method o f operation and the benefit plans o f health 

maintenance organizations, including restrictions imposed by federal law. The plans 

recommended by the committee may include the fo llow ing  cost containment features:

(1) u tiliza tion  review o f health care services, including review o f the 

medical necessity o f hospital and physician services:

(2) case management;

(3) selective contracting w ith  hospitals, physicians, and othet health

care providers;
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1 (4) reasonable benefit d iffe rentia ls applicable to providers that

2 participate or do not participate in arrangements using icstricted network provisions;

3 and

4 (5) other managed care provisions.

5 Sec. 21.56.070. R EQ U IR ED  REPORT. The board shall study and report at

6 least once every two years to the d irector and to the legislature on the effectiveness

7 o f this chapter. The report must analyze the effectiveness o f the chapter in prom oting

8 rate s tab ility , product ava ilab ility , and coverage a ffo rdab ility . The report may contain

9 recommendations fo r actions to im prove the overall effectiveness, effic iency, and

10 fairness o f  the small group health insurance marketplace. The report must address

11 whether insurers, agents, brokers, managing general agents, and third-party

12 adm inistrators are fa irly  and actively m arketing or issuing health benefit plans to small

13 employers in fu lfillm e n t o f the purposes o f the chapter. The report may contain

14 recommendations for market conduct or other regulatory standards or action.

15 Sec. 21.56.0S0. A D M IN IS T R A T IV E  PROCEDURE A C T. The association is

16 exempt from AS 44.62 (A dm in istra tive  Procedure Act).

17 Sec. 21.56.090. T A X  E X E M P TIO N . The association is exempt from the

18 payment o f  fees and taxes levied by the state or any o f its politica l subdivisions except

19 taxes levied on real or personal property.

20 Sec. 21.56.100. L IM IT A T IO N  OF L IA B IL IT Y . A  member o f the association

21 is not liab le fo r c iv il damages resulting from an act or omission o f the member on

22 behalf o f  the association unless the member acts w ith  gross negligence or intentional

23 m isconduct.

24 A R T IC L E  2. S M A L L  E M P LO Y E R  H E A LT H  IN S U R A N C E  PLANS.

25 Sec. 21 .56.110. A P P L IC A B IL IT Y , (a) An ind iv idua l or group health benefit

26 plan is subject to the provisions o f this chapter i f  the plan provides health care benefits

27 covering employees o f a small em ployer and i f  one o f the fo llow ing  conditions are

28 met:

29 ( I )  any portion o f  the premium or benefits is paid by a small employer:

30 (2) a covered ind iv idua l or dependent is reimbursed, through wage

31 adjustments or otherwise, by or on behalf o f a small em ployer for all or a portion o f
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1 the prem ium ; or

2 (3) the health benefit plan is treated b\ the em ployer or any o f the

3 e lig ib le  employees or dependents as part o f a plan or program fo r the purposes o f  26

4 U.S.C. 106 or 26 U.S.C. 162 (Internal Revenue Code).

5 (b) Except as provided in this chapter, other provisions o f law requiring the

6 coverage or the o ffe r o f  coverage o f a health care service i r benefit and other

7 provisions o f  law requiring the reimbursement, u tiliza tion , or consideration o f a

S specific category o f  a licensed or certified health care practitioner do not apply to a

9 health benefit plan offered or delivered to a small employer.

10 (e) Except as provided in this subsection, for purposes o f this chapter insurers

11 that are alTiliat d companies or that are e lig ib le  to file  a consolidated tax return shall

12 be treated as one insurer and a restriction or lim ita tion  imposed under this chapter shall

13 apply as i f  all health benefit plans delivered or issued fo r delivery to a small em ployer

14 in this stale by an a ffilia ted  insurer were issued b\ one insurer. An a ffilia ted  insurer

15 that is a health maintenance organization having a certificate o f authority under

16 AS 21.86 may be considered to be a separate insurer for the purposes o f this chapter.

17 (d) Th is chapter does not apply to a po licy  or certificate o f insurance that

IS covers a specified disease or to a hospital indem nity or lim ited benefit health insurance

19 po licy  i f  the insurer o ffe ring  the policy or certificate files w ith  the d irector on or

20 before March I o f each year a statement that ( I ) certifies that the po licy  or certificate

21 described in this subsection is being offered and marketed as supplemental health

22 insurance and not as a substitute for hospital or medical expense insurance, or major

23 medical expense insurance and (2) includes a summary description o f  each policy or

24 certificate, inc lud ing  the average annual premium rate or range o f rates, charged for

25 the po licy  or certificate in this stale. An insurer who offers a policy o r certificate

26 described in this subsection in this stale for the first lim e ..hall provide the in form ation

27 described in this subsection not less than 30 days before the po licy or certificate is

28 issued or delivered in this stale.

29 Sec. 21.56.120. P R E M IU M  RATE RESTR IC TIO N S D ISCLO SUR ES:

30 REPORTS; C O N F ID E N T IA L IT Y . (;.) A  premium rale fo r a health benefit plan

31 subject to this chapter is subject to the fo llo w in g  provisions:
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I ( I )  the prem ium rate charged or offered during a rating period to small

■> employers w ith  s im ila r case characteristics as determined by the insurer for the same

3 or s im ila r coverage may not vary from the applicable index rate by more than 35

4 percent o f  the applicable index rate;

5 (2) regarding a health benefit plan issued before July 1, 1993. i f

6 p.em ium  rates charged or offered fo r the same or s im ila r coverage under a health

7 benefit plan covering a small employer w ith  s im ila r case characteristics as determined

8 by the insurer exceeds the applicable index rate by more than 35 percent, an increase

9 in prem ium  rates for a new rating period may not exceed the sum o f

10 (A ) a percentage change in the base premium rale measured

11 from  the first day o f the p rio r rating period to the first day o f  the new rating

12 period; plus

13 (B ) adjustments due to changes in case characteristics or plan

14 design o f the small employer, as determined by the insurer;

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

16 em ployer fo r a new rating period may not exceed the sum o f the fo llow ing :

17 (A ) the percentage change in the new business premium rate

18 measured from the firs t day o f the prior rating period to the first day o f  the

19 new rating period; in the case o f a health benefit plan into which the small

20 em ployer insurer is no longer enro lling  new small employers, the small

21 em ployer insurer shall use the percentage change in the base premium rate.

22 provided that the change does not exceed, on a percentage basis, the change in

23 the new business premium rate for the most s im ila r health benefit plan into

24 which the small employer insurer is actively enro lling  new small employers:

25 (B ) any adjustment, not to exceed 15 percent annually and

26 adjusted pro rata fo r rating periods o f less than one year, due to the cla im

27 experience, health status, or duration o f coverage o f the employees or

28 dependents o f  the small em ployer as determined from the small employer

29 insurer's rate manual; and

30 (C ) any adjustment due to change in coverage or change in the

31 case characteristics o f the small employer, as determined from the small
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em ployer insurer’ s rate manual;

(4) adjustments in rates lo r c la im  experience, health status, and duration 

o f coverage may not be charged to ind iv idua l employees or dependents; any 

adjustment must be applied un ifo rm ly  to the rales charged for a ll employees and 

dependents o f the small employer;

(5) a premium rate fo r a health benefit plan shall com ply w ith  the 

requirements o f this section notw ithstanding an assessment paid or payable by small 

em ployer insurers under AS 21.56.050(d);

(6) a small em ployer insurer may u tilize  industry as a case 

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

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

arithm etic average o f the highest and lowest rate factors associated w ith  all industry 

classifications;

(7) a small em ployer insurer shall

(A ) apply rating factors, including case characteristics, 

consistently w ith  respect to all small employers: rating factors must produce 

premiums for identical groups that d iffe r only by amounts attributable to plan 

design and do not reflect differences due to the nature o f  the groups assumed 

to select particular health benefit plans; and

(13) treat all health benefit plans issued or renewed in the same 

calendar month as having the same rating period:

(5) for the purposes o f  this subsection, a health benefit plan that 

contains a restricted provider network may not be considered s im ila r coverage to a 

health benefit plan that does not u tilize  a restricted provider network i f  the restriction 

o f benefits to network providers results in substantial differences in claim  costs;

(6) a small em ployer insurer may not use case characteristics, other 

than age. sex, industry, geographic area, fam ily  com position, and group size w ithout 

p rio r approval o f the director.

(b) In connection w ith  the o ffe ring  lo r sale o f  a health benefit plan to a small 

employer, a small employer insurer shall make a reasonable disclosure, as part o f its 

so lic ita tion  and sales materials, o f the fo llow ing :
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1 (1) the extent that premium rales lo r a specified small em ployer are

2 established or adjusted based upon the actual or expected variation in claim s costs or

3 actual or expected variation in health status o f the employees o f the small em ployer

4 and their dependents; and

5 (2) the provisions o f the health benefit plan

6 (A ) concerning the small employer insurer’ s right to change

7 prem ium rates and factors, other than cla im  experience, that affect changes in

8 prem ium rates;

9 (B ) relating to rcncw ability  o f  policies and contracts: and

10 (C ) relating to any preexisting condition provision.

11 (c) A  small em ployer insurer shall

12 (1) m aintain at its principal place o f business a complete and detailed

13 description o f its rating practices and renewal underwriting practices, including

14 in form ation and documentation that demonstrate that its rating methods and practices

15 are based upon com m only accepted actuarial assumptions and are in accordance w ith

16 sound actuarial principles;

17 (2) f ile  w ith  the d irector annually, on or before March 15, an actuarial

18 certifica tion  ce rtify ing  that the insurer is in compliance w ith  this chapter and that the

19 rating methods o f the small employer insurer are aeluaria lly sound; the certifica tion

20 shall be in a form and manner, and must contain inform ation, as specified by the

21 director; a copy o f the certifica tion  shall be retained by the small em ployer insurer at

22 its principal place o f  business;

23 (3) make the in form ation and documentation described in (1) o f  this

24 subsection available to the d irector upon request; the inform ation is confidentia l and

25 not subject to disclosure, except

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

27 (B ) as ordered by a court o f competent ju risd ic tion ; or

28 (C ) the d irector may use the in form ation or other discovered

29 inform ation in a ju d ic ia l or adm inistrative proceeding.

30 (d) The d irector may adopt regulations to implement the provisions o f  this

31 section and to ensure that rating practices used by small employer insurers are
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consistent w ith  the purposes o f this act, including ensuring that differences in rates 

charged for health benefit plans by small em ployer insurers arc reasonable and reflect 

objective differences in plan design, not inc lud ing differences due to the nature o f  the

groups assumed to select particular health benefit plans.

Sec. 21.56.130. R E N E W A B IL IT Y  OF C O V ER AG E , (a) A  health benefit 

plan subject to this chapter shall be renewable w ith respect to all e lig ib le  employees 

and dependents at the option o f the small employer, except for

(1) nonpayment o f  the required premiums;

(2) fraud or misrepresentation o f the small employer or, w ith  respect 

to coverage o f ind iv idua l insureds, the insureds or their representatives;

(3) noncompliance w ith  the m in im um  participation or employer 

contribu tion  requirements;

(4) repeated misuse o f a provider network provision; or

(5) a small em ployer insurer who elects not to renew all o f its health

benefit plans delivered or issued fo r delivery to small employers in this state; an 

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

(A ) provide advance notice o f the decision to the director and 

to the d irector o r com m issioner o f insurance in each state in which the insurer 

is licensed; and

(B ) provide notice o f the decision not to renew coverage to all 

affected small employers and to the insurance regulatory o ffice  in each stale 

in which an affected covered ind iv idual is known to reside at least 186 days 

before the fa ilu re  to renew the health benefit plan by the insurer: notice to the 

d irector under this subparagraph shall be provided at least three w ork ing  days 

before the notice to the affected small employers;

(6) a health benefit plan for which the d irector finds that the 

continuation o f  the coverage would

(A ) not be in the best interests o f the policyholders or certificate

holders; or

(B ) im pa ir the insurer’s ab ility  to meet its contractual

obligations.
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1

(b) A  small employer msurcr that elects not to renew a health benefit plan 

under (a)(5) o f this section may not w rite  new business in the small em ployer market

3 in this state fo r a period o f  five years from the date o f notice to the director.

4 (c) I f  a small employer insurer is doing business in only one established

5 geographic service area o f the state, the provisions in this section apply only to the

6 insurer’ s operations in that established service area.

7 Sec. 21.56.140. R EQ U IR ED  OFFER OF C O V ER AG E , (a) Except as

X provided under AS 21.56.160, a small employer insurer shall, as a condition o f

9 transacting business in this state w ith  small employers, o ffe r to small employers at

Id least two health benefit plans. One health benefit plan offered by a small employer

11 insurer shall be a basic health benefit plan and one plan shall be a standard health

12 benefit plan. A  small employer insurer shall issue a basic health benefit plan or a

13 standard health benefit plan to an e lig ib le  small employer that applies for either plan.

14 agrees to make the required premium payments, and agrees to satisfy the other

15 reasonable provisions o f the health benefit plan not inconsistent w ith  this chapter.

16 (b) A  small em ployer insurer shall file  w ith the director, under AS 21.42, the

17 basic health benefit plans and the standard health benefit plans to be used by the

IS insurer.

19 (c) The director at any time may, after provid ing  notice and an opportun ity for

20 a hearing to a small employer insurer as provided under AS 21 .06 .ISO - 21.06.210,

21 disapprove the continued use by the small employer insurer o f a basic or standard

22 health benefit plan i f  the plan does not meet the requirements o f this chapter.

23 Sec. 21.r 6 .150. R EQ U IR ED  H E A LT H  B E N E FIT  PRO VISIO NS. A  health

24 benefit plan covering a small employer must include the fo llo w in g  provisions:

25 ( I )  a health benefit plan may not deny, exclude, or lim it benefits for

26 a covered ind iv idua l for losses incurred more than 12 months fo llo w in g  the effective

27 date o f the ind iv idua l's  coverage due to a preexisting condition; a health benefit plan

2X may not define a preexisting condition more restrictive ly than

29 (A ) a condition that would have caused an o rd inarily  prudent

30 person to seek medical advice, diagnosis, care, or treatment during the six

31 months imm ediately preceding the effective date o f coverage;
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(B ) a condition fo r which medical advice, diagnosis, care, or 

treatment was recommended or received during the six months im m ediately 

preceding the effective date o f coverage; or

(C ) a pregnancy existing on the e ffective date o f coverage;

(2) a small employer insurer must waive any time period applicable to 

a preexisting condition exclusion or lim ita tion  period w ith  respect to particular services 

in a health benefit plan to r the period o f time an ind iv idua l was previously covered by 

q ua lify ing  previous coverage that provided benefits w ith  respect to the services, 

provided that the qua lify ing  previous coverage was continuous to a date not more than 

90 days before the effective date o f  the new coverage; the period o f continuous 

coverage may not include a w a iting  period for the effective date o f  coverage applied 

by the em ployer or insurer; this paragraph docs not preclude application o f a w a iling  

period applicable to all new enrollees under the health benefit plan;

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

greater o f IS months or fo r an 18-month preexisting condition exclusion, provided that 

i f  both a period o f exclusion from  coverage and a preexisting condition exclusion are 

applicable to a late enrollee, the combined period may not exceed IS months from the 

date the ind iv idua l enrolls “or coverage under the health benefit plan;

(4) requirements used by a small employer insurer in determ ining 

whether to provide coverage to a small em ployer shall be applied un ifo rm ly  among all 

small employers w ith  the same number o f e lig ib le  employees applying fo r coverage 

or receiving coverage from  the small employer insurer, except that a small employer 

insurer may vary application o f  m in im um  participation requirements and m in im um  

em ployer contribution- requirements by the size o f the small em ployer group:

(5) a small em ployer insurer may not increase a requirement for 

m in im um  employee partic ipation or a requirement fo r m in im um  employer contribution 

applicable to a small em ployer at any time after the small employer has been accepted 

fo r coverage, except as allowed under (4) o f this section;

(6) i f  a small em ployer insurcr offers coverage to a small employer, the 

small em ployer insurer shall o ffe r coverage to all o f the e lig ib le  employees o f a small 

em ployer and their dependents; a small em ployer insurer may not o ffe r coverage to
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only certain ind iv idua ls in a small em ployer group or to on ly part o f  the group, except 

in the case o f  late enrollees as provided in (3) o f  this section:

(7) except as provided in ( I )  and (3) o f  this section, a small employer 

insurer may not, by a rider or amendment applicable to a specific ind iv idua l, restrict 

or exclude coverage or benefits by type o f illness, treatment, medical condition, or 

service otherwise covered by the plan.

Sec. 21.56.160. E X E M P TIO N  FROM R EQ U IR ED  OFFER OF C O VER AG E,

(a) A. small em ployer insurer is not required to o ffe r coverage or accept applications 

under AS 21 .56 .140(a)

(1) i f  the small employer is not physically located in the insurer's 

established geographic service area;

(2) i f  the employee does not w ork or reside w ith in  the insurer's 

established geographic service area:

(3) w ith in  an established geographic service area where the small 

employer insurer reasonably anticipates, and demonstrates to the satisfaction o f the 

director, that it w il l not have the capacity to deliver service adequately to the members 

o f the groups because o f its obligations to existing group policyholders and enrollees:

(4) i f  the small employer insurer is on ly m aintain ing in-force business 

and has ceased enro lling  new employer groups on or before January 1. 1993: this 

paragraph does not exempt a small employer insurer from the other provisions o f this 

chapter; or

(5) i f  the certificate o f  authority or bylaws o f  the insurer do not permit 

the insurer to issue coverage on a marketwide basis; an insurer described in this 

paragraph shall com ply w ith  AS 21.56.140 regarding small employers that meet the 

requirements o f the insurer's certificate o f authority or bylaws: this paragraph does not 

apply to insurers who lim it coverage based on health status or health risk.

(b) A small em ployer insurer that cannot o ffe r coverage under (a)(3) o f this 

section may not o ffe r health insurance coverage in the applicable area to new cases o f 

em ployer groups w ith  more than 25 e lig ib le  employees or to small em ployer groups 

until the later o f 180 days fo llo w in g  each refusal or the date on which the insurer 

notifies the d irector that it has regained capacity to de liver services to small employer
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groups.

(e) A  small em ployer insurer may not lie required lo provide health insurance 

coverage to small employers lo r any period o f lime lo r which the d irector determines 

that requiring the acceptance o f small employers w ould place the small employer 

insurer in a financ ia lly  impaired condition.

Sec. 21.56.170. C O N D IT IO N S  FOR C EASIN G  TO  DO BUSINESS. A small 

em ployer insurer or a welfare arrangement may cease doing business in the small 

I em ployer market i f  the insurer or welfare arrangement provides notice o f the decision

lo cease doing business in the small em ployer market to the d iv is ion , the board, the 

po licyholder or contract holder, and the employer, and coverage under a health benefit 

plan subject to this chapter is continued for one year after the dale o f the notice 

required under this section. A  small employer insurer or a welfare arrangement that 

ceases doing business in the small employer marketplace may not reenter the small 

em ployer marketplace for a period o f five years from the dale o f the notice required 

under this section.

See. 21 .56.ISO. FA IR  M A R K E T IN G  S T A N D A R D S , (a) A  small employer 

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

standard health benefit plans, to e lig ib le  small employers in the state. I f  a small 

em ployer insurer denies coverage to a small employer on the basis o f the health status 

or cla im s experience o f the small em ployer or its employees or dependents, the small 

em ployer insurer shall o ffe r the small em ployer die opportun ity to purchase a basic 

health benefit plan and a standard health benefit plan.

(b) Except as provided in this subsection, a small employer insurer may not, 

d irectly or ind irectly , encourage or direct small employers to refrain from filin g  an 

application for coverage w 'th  the small employer insurer because o f  the health status, 

claim s experience, industry, occupation, or geographic location o f the small employer, 

or encourage or direct small employers to seek coverage from another insurer because 

o f the health status, cla im s experience, industry, occupation, or geographic location o f 

the small employer. Th is subsection does not apply to in form ation provided by a 

small employer insurer to a small employer regaining the established geographic 

I service area or a restricted network provision o f a small employer insurer.
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(c) Except as provided in this subsection, a small em ployer insurer may not. 

d irectly  or ind irectly , enter into a contract, agreement, or arrangement w ith  an agent, 

broker, managing general agent, or th ird-party adm inistrator that provides for or results 

in the compensation paid to an agent or broker for the sale o f a health benefit plan to 

be varied because o f the health status, claim s experience, industry, occupation, or 

geographic location o f the small employer. Th is subsection does not apply to a 

compensation arrangement that provides compensation lo an agent, broker, managing 

general agent, or th ird-party adm inistrator on the basis o f a percentage o f premium, 

provided that the percentage does not vary because o f the health status, claims 

experience, industry, occupation, or geographic area o f the small employer.

(d) A  small employer insurer

(1) shall provide reasonable compensation, as provided uncu the plan 

o f  operation o f  the program, to an agent, broker, managing general agent, or third-party 

adm inistrator, i f  any, for the sale o f a basic or standard health benefit plan;

(2) or agent, broker, managing general agent, or third-party 

adm inistrator may not induce or otherwise encourage a small em ployer to separate or 

otherwise exclude an employee from health coverage or benefits provided in 

connection w ith  the em ployee’s employment;

(3) may only deny tin application fo r coverage from a small employer 

in w ritin g  and i f  the reasons fo r the denial are staled.

(e) The director may by regulation establish additional standards to provide for 

the fa ir m arketing and broad ava ilab ility  o f health benefit plans to small employers in 

this state.

( f)  A  v io la tion  o f this section by a person is an unfa ir trade practice fo r 

purposes o f AS 21.36.

(g) I f  a small em ployer insurer enters into a contract, agreement, or other 

arrangement w ith  a th ird-party adm inistrator to provide adm inistrative, marketing, or 

other services related to the o ffe ring  o f health benefit plans lo small employers in this 

state, the th ird-party adm inistrator is subject to this section as i f  it were a small 

em ployer insurer.

Sec. 21.56.190. M A N D A T O R Y  REISSUE OF C O VER AG E. The director
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1 may adopt regulations to require small em ployer insurers, as a condition o f transacting

2 business w ith  small employers in this state ui'lei July !. 1903. to reissue a health

3 benefit plan to a small employer who has had its health benefit plan terminated or not

4 renewed by the insurer after January 1, 1993. The d irector may prescribe the terms

5 fo r the reissue o f  coverage that the d irector determines are reasonable and necessary

6 to provide continu ity  o f coverage to small employers.

7 Sec. 21.56.250. D E F IN IT IO N S . In this chapter.

8 ( I )  "actuarial ce rtifica tion " means a w ritten  statement by a member o f

9 the Am erican Academy o f Actuaries or another ind iv idua l acceptable to the d irector

10 ind icating that based on the person's exam ination, inc lud ing  .i review o f  the

11 appropriate records, actuarial assumptions, and methods used b\ the insurer in

12 establishing prem ium rates fo r applicable health insurance plans that a small em ployer

13 insurer is in com pliance w ith  the provisions o f AS 21.56.120:

14 (2) " a ffilia te " or "a ffilia ted " means a person who d irectly  or ind irectly .

15 through one or more intermediaries, controls or i> contro lled b \ or is under common

16 control w ith , a specified person;

17 (3) "association" means the Small Em ployer Health Reinsurance

18 Association created in AS 21.56.010;

19 (4) " base premium rate" means the lowest premium rate charged or that

20 could have been charged under the rating system b\ the small em ployer insurer to

21 small employers w ith  s im ila r case characteristics fo r health benefit plans w ith  the same

22 or s im ila r coverage;

23 (5) "basic health benefit plan" means a lower cost plan offered under

24 AS 21.56.140;

25 (6) "board1 means the board o f directors o f the association;

26 (7) "case characteristics" means demographic or other objective

27 characteristics o f  a small em ployer that are considered by the small employer insurer

28 in the determ ination o f premium rates fo r the small employer, provided that cla im

29 experience, health status, and duration o f coverage may not be case characteristics for

30 the purposes o f  this chapter;

31 (8) "com m ittee" means the health benefit plan committee established

•
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I in AS 21.56.060;

■> (9) "dependent" means the spouse 01 an unnuirried child  o f an e lig ib le

3 employee who is not yet 19 years o f age; an unmarried ch ild  who is a fu ll-tim e

4 student, who is not yet 23 years o f age. and who is financia lly  dependent upon the

5 parent; and an unmarried child  o f any age who is medically certified as disabled and

6 dependent upon the parent, subject to applicable terms o f the health benefit plan

7 covering the employee;

8 (10) "e lig ib le  employee" means an employee who works on a fu ll-tim e

9 basis, w ith  a normal w ork week o f 30 or more hours, and includes a sole proprietor.

10 a partner o f a partnership or an independent contractor, provided the sole proprietor.

11 partner, or contractor is included as an employee under a health benefit plan o f a small

12 em ployer, but does not include an employee who works on a part-time, temporary, or

13 substitute basis;

14 (11) "established geographic service area" means a geographic area

15 w ith in  which the insurer is authorized to provide coverage under the insurer's

16 certificate o f  authority as approved bv the director;

17 (12) "health benefit plan" means a hospital or medical policy or

18 certificate, m ajor medical expense insurance, health, hospital, or medical service

19 corporation contract, a plan provided by an insurer or welfare arrangement, and a

20 health maintenance organization contract offered by an employer; "health benefit plan"

21 does not include a po licy  covering only accident, credit, dental, d isability  income.

22 long-term  care, hospital indem nity, fixed indem nity. Medicare supplement, sp^J fied

23 disease, vis ion care, coverage issued as a supplement to lia b ility  insurance, w orker's

24 compensation insurance, automobile medical payment insurance i f  the insurer complies

25 w ith  the provisions o f AS 21.56.110(d), o r a Ta l't-Hartlcy trust;

26 (13) "index rate" means for small employers w ith  s im ila r case

27 characteristics and plan designs as determined by the insurer for a rating period, the

28 arithm etic average o f the applicable base premium rate and the corresponding highest

29 prem ium rate;

30 (14) "insurer" has the meaning given in AS 21.90.900 and includes a

31 welfare arrangement, a fraternal benefit society, a health maintenance organization, a
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hospital service corporation, and a medical service corporation:

(15) "late enrollec" means an e lig ib le  employee or dependent who 

requests enrollm ent in a small em ployer's health benefit plan fo llo w in g  the in itia l 

enro llm ent period for which the employee or dependent was e lig ib le  lo enroll under 

the terms o f  the health benefit plan except that an e lig ib le  employee or dependent may 

not be considered a late enrollec i f

(A ) the ind iv idua l

( i)  was covered under qua lify ing  previous coverage at 

the time o f the in itia l enrollm ent:

( i i )  has lost coverage under qua lify ing  previous coverage 

as a result o f the term ination o f employment or e lig ib ility , tKe 

involuntary term ination o f the qua lify ing  previous coverage, death o f a 

spouse, or divorce o r dissolution o f  marriage; and

( i i i )  requests enrollm ent w ith in  30 days after the 

term ination o f  the qua lify ing  previous coverage: or

(13) the ind iv idua l is employed by an em ployer who offers 

m u ltip le  health benefit plans and the ind iv idua l elects a d ifferent health benefit 

plan during an open enrollm ent period: or

(C ) a court has ordered coverage to be provided for a spouse 

or m inor ch ild  under a covered em ployee’s plan and request for enrollm ent is 

made w ith in  30 days after issuance o f the court order:

(16) "member" means all insurers issuing health benefit plans, welfare 

arrangements and, to the extent permitted under 26 U.S.C'. 1001 - 1461 (Employee 

Retirement Income Security A c t), other benefit arrangements p rov id ing  health benefit 

plans in this state;

(17) "new business premium rate" means the lowest premium rate 

charged or offered, or that could have been charged or offered, by the small em ployer 

insurer to small employers w ith  s im ila r case characteristics for new ly issued health 

benefit plans w ith  the same or s im ila r coverage:

(IS ) "plan o f operation" means the plan o f operation o f  the association 

adopted by the board under AS 21.56.040:
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(19) "qua lify ing  previous coverage" anil "qua lify ing  existing coverage ' 

mean benefits or coverage provided under

(A ) Medicare or M edicaid;

(13) ;m employer-based health insurance or health benefit 

arrangement that provides benefits s im ila r to or exceeding benefits provided 

under the basic health benefit plan; or

(C) an ind iv idua l health insurance policy, including coverage 

issued under AS 2 1.84, AS 21.86, or AS 21.87 that provides benefits s im ila r 

to or exceeding the benefits provided under the basic health benefit plan, 

provided that the policy has been in effect for a period o f at least one year:

(20) "rating period" means the calendar period fur w h iu i premium rales 

established by a small employer insurer are assumed to be in effect;

(21) "reinsuring insurer" means a small employer insurer participating 

in the reinsurance association under AS 21.56.010;

(22) "restricted network provision" means a provision o f a health 

benefit plan that conditions the payment o f benefits, in whole or in part, on the use o f 

health care providers that have entered into a contractual arrangement w ith the insurer 

under AS 21.86 lo provide health care services to covered individuals:

(23) "small em p loyer' means a person, firm , corporation, partnership, 

or association active ly engaged in business whose total employed w ork force consisted 

of, on at least 50 percent o f its w ork ing  days during the preceding 12 months, at least 

two but not more than 25 e lig ib le  employees, the m ajority o f whom are employed 

w ith in  the state: in determ ining the number o f e lig ib le  employees, companies that are 

a ffilia ted  companies or that arc e lig ib le  lo file  a combined tax return for purposes o f 

federal taxation, are considered one employer; except as otherwise specifically 

provided, provisions o f this chapter that apply to a small employer that has a health 

benefit plan continue to apply until the plan anniversary fo llow ing  the date the 

em ployer no longer meets the requirements o f this defin ition;

(24) "small employer insurer" means an insurer that offers a health 

benefit plan covering e lig ib le  employees o f one o r more small employers:

(25) "standard health benefit plan" means a health benefit plan o f It red

S H  173 -24-

To.vt L 'n c l f r l  iiUHl [DELETED TEST BRACKETED)
SB O I 7 3 a



1 under AS 21.56.140 that includes benefits not offered under a basic benefit plan;

2 (26) "T a ft-H a rtlcy  trust" means a jo in t ly  managed trust, as allowed by

3 29 U.S.C. 141 - 187. conta in ing a plan o f benefits fo r employees that is negotiated in

4 a co llective  bargaining agreement governing wages, hours, and w ork ing  conditions o f

5 employees as allowed by 29 U.S.C. 157;

6 (27) "w elfare arrangement" means a m ultip le  em ployer welfare

7 arrangement as defined in 29 U.S.C. 1002, but does not include a m u ltip le  em ployer

8 w elfare arrangement that is fu lly  insured as provided in 29 U.S.C. 1060.

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

10 (a) Except as provided in AS 21.56 and in this chapter, this title  does not

11 apply to a health maintenance organization that obtains a certificate o f authority under

12 this chapter. Th is  subsection docs not apply to an insurer licensed under AS 21.09 or

13 a hospital or medical service corporation licensed under AS 21.87 except w ith  respect

14 to its health maintenance organization activ ities authorized by and regulated under this

15 chapter.

16 *  Sec. 7. AS 21.86.260(a) is repealed and reenacted lo read:

17 (a) Except as provided in this chapter, this title  does not apply to a health

18 maintenance organization that obtains a certificate o f authority under this chapter. This

19 subsection does not apply to an insurer licensed under AS 21.09 or a hospital or

20 medical service corporation licensed under AS 21.87 except w ith  respect to its health

21 maintenance organization activ ities authorized by and regulated under this chapter.

22 *  Sec. 8. AS 21.S7.340 is amended to read:

23 Sec. 21.87.340. O TH ER  PR O VISIO NS A P P L IC A B LE . In addition to the

24 provisions contained or referred to previously in this chapter, the fo llo w in g  chapters

25 and provisions o f this title  also apply w ith  respect to service corporations to the extent

26 applicable and not in con flic t w ith  the express provisions o f this chapter and the

27 reasonable im plications o f  the express provisions, and for the purposes o f the

28 application the corporations shall be considered to be mutual "insurers":

29 ( I )  AS 21.03

30 (2) AS 2 1.06

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

2 (5) AS 21.18.030 ^

3 (6) AS 2 1 .1 S.040

4 (7) AS 21.18.120

5 (S) AS 21.21.321

6 (9) AS 21.36

7 (10) AS 21.42.345 - 21.42.365, 21.42.375. 21.42.3S0, and 21.42.385

8 (11) AS 21.51.120

9 (12) AS 21.53

10 (13) AS 21.54.020

11 (14) AS 21.56

12 £15) AS 21.69.400

13 £16) [(15)] AS 21.69.520

14 (17) [(1611 AS 21.69.600, 21.69.620. and 21.69.630

15 (18) [(17)1 AS 21.78

16 £19) [(18)] AS 21.89.040

17 (20) [(19)] AS 21.89.060

18 £21] [(20)] AS 21.90.

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

20 Sec. 21.87.340. O THER PRO VISIO NS A P P L IC A B LE . In addition to the

21 provisions contained or referred to previously in this chapter, the fo llo w in g  chapters

22 and provisions o f this title  dso apply w ith  respect to service corporations to the extent

23 applicable and not in con flic t w ith  the express provisions o f this chapter and the

24 reasonable im plications o f the express provisions, and for the purposes o f the

25 application the corporations shall be considered to be mutual "insurers":

26 (1) AS 21.03

27 (2) AS 21.06

28 (3) AS 21.09, except AS 21.09.090

29 (4) AS 21.18.010

30 (5) AS 21.18.030

31 (6) AS 21.18.040
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1 (7) AS 21.18.120

2 (8) AS 21.21.321

3 (9) AS 21.36

4 ( 10) AS 2 1.42.345 - 21.42.365, 21.42.375, 21.42.380, and 21.42.385

5 (11) AS 21.51.120

6 (12) AS 21.53

7 (13) AS 21.54.020

8 (14) AS 21.69.400

9 (15) AS 21.69.520

10 (16) AS 21.69.600, 21.69.620, and 21.69.630

11 (17) AS 21.78

12 (IS ) AS 21.89.040

13 (19) AS 21 .S9.060

14 (20) AS 21.90.

15 *  Sec. 10. P R E M IU M  R ATE RESTR IC TIO N . Regarding a health benefit plan subject to

16 AS 21.56.110, enacted in sec. 5 o f this Act, that is delivered or issued lo r delivery before

17 July 1, 1993, a premium rate for a rating period may exceed the ranges set out in

18 AS 21.56.120(a)(1) and (2), enacted in sec. 5 o f this Act, through June 30, 1996; on or after

19 July 1, 1996, the premium rate may not exceed the ranges set out in AS 21.56.120(a)(1) and

20 (2). However, through June 30, 1996, the percentage increase in the premium rate charged

21 to a small em ployer fo r a new rating period may not exceed the sum o f

22 (1) the percentage change in the new business premium rate measured from

23 the firs t day o f the prio i rating period to the firs t day o f the new rating period; in the case o f

24 a health benefit plan into which the small em ployer insurer is no longer enro lling  new small

25 employers, the small em ployer insurer shall use the percentage change in the base premium

26 rate, provided that the change does not exceed, on a percentage basis, O’e change in the new

27 business prem ium rate fo r the most s im ila r health benefit plan into which the small employer

28 insurer is actively enro lling  new small employers; and

29 (2) any adjustment due to change in coverage or change in the case

30 characteristics o f the small employer, as determined from the insurer’ s rale manual.

31 *  Sec. 11. T R A N S IT IO N , (a) W ith in  180 days after the board is appointed under
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1 AS 21.56.020, enacted in sec. 5 o f this A ct, the board o f  d irectors o f  the Small Em ployer

2 Health Reinsurance Association shall subm it a small em ployer health benefit plan to the

3 d irector o f the d iv is ion  o f insurance for approval. I f  the association fa ils  to subm it a suitable

■4 plan o f operation, the d irector may, after notice and hearing, adopt reasonable regulations

5 necessary or advisable to effectuate the provisions o f this chapter. These regulations continue

6 in force until m odified by the d irector or superseded by a plan subm itted by the association

7 and approved by the director.

8 (b) Notw ithstanding AS 21.56.140(a), enacted in sec. 5 o f  this A ct, a sm all em ployer

9 insurer is not required to o ffe r a small employer a basic or standard health benefit plan until

10 180 days after the d irector o f  the d iv is ion  o f insurance has approved a basic and a standard

11 small em ployer health benefit plan under AS 21.56.140, except that, i f  the Small Em ployer

12 Health Reinsurance Association has not adopted a plan o f operation, a small em ployer insurer

13 is not required to o ffe r a basic or standard health benefit plan until the dale a plan o f operation

14 is adopted as provided under AS 21.56.040.

15 (c) By September 1, 1993, a small em ployer insurer shall file  w ith  the d irector the

16 insurer's net insurance premium earned from  health benefit plans delivered or issued for

17 delivery to small employers in this state in the previous calendar year.

18 (d) The Health Benefit Plan Committee, enacted in sec. 5 o f  this A ct, shall subm it the

19 required health benefit plans w ith in  ISO days after the members o f the committee are

20 appointed.

21 (e) N otw ithstanding AS 21.56.070, enacted in sec. 5 o f this A ct. the board o f  directors

22 o f the Small Em ployer Health Reinsurance Association shall provide the report required under

23 AS 21.56.070 to the director o f  the d iv is ion  o f insurance annually until December 31. 1907.

24 *  Sec. 12. AS 21.36.025 and AS 21.56 are repealed.

25 *  Sec. 13. Sections 4, 7, 9, nd 12 o f  this Act take effect July I, 1997.

26 *  Sec. 14. Except as provided in sec. 13 o f this Act. this Act takes effect July I, 1993.
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DIVISION O F  LEGAL S E P V IC E S
LEGISLATIVE AFFA'RS AGENCY 

STATE OF ALASKA
(907) 465-3867 or 465-2450 

FAX (907) 465-2029 

M a il Slop 3101

130 Sewaid Street, Suite 409 

Juneau, A laska 99801-2105

M E M O R A N D U M March 29, 1993

SUBJECT: Small employer health insurance (SB 173)

TO: Senator Steve Rieger

FROM: Michael F. Ford 
Legislative Counsel /

The following is a section by section analysis of SB 173:/

Section 1 - Purpose.

Section 2 - Makes a violation of insurance marketing practices under AS 21.56.180 
an unfair trade practice.

Section 3 - Establishes the provisions of AS 21.56 as an exception to the requirement 
that an insurer may not discriminate between health care providers.

Section 4 - Sunset section that repeals changes in sec. 3.

Section 5 -

Sec. 21.56.010 - Establishes the Small Employer Health Reinsurance Association and 
requires certain insurers to be members.

Sec. 21.56.020 - Establishes the board of directors of the association and provides for 
specific board representation and organization.

Sec. 21.56.030 - Establishes the general powers of the association.

Sec. 21.56.040 - Requires the association to submit a plan of operation to the director 
of the division of insurance. Requires members to comply with the plan and 
establishes specific components of the plan.

Sec. 21.56.050 - Establishes specific provision that apply to reinsurance provided by 
a member to employees or dependents of employees of a small employer. Imposes



certain restrictions on reinsurance of group plans other than small employer health 
benefit plans and establishes limits for premiums charged for reinsured coverage and 
for coverage provided by a healtl maintenance organization. Provides for member 
assessments, by the administering insurer.

Sec. 21.56.060 - Establishes the health benefit plan committee. Requires the 
committee to design a basic and a standard health benefit plan.

Sec. 21.56.070 - Requires the board to report on the effectiveness of the chapter.

Sec. 21.56.080 - Exempts the association from the Administrative Procedure Act.

Sec. 21.56.090 - Exempts the association from payment of taxes, except for real or 
personal property taxes.

Sec. 21.56.100 - Provides immunity from civil actions filed against a member of the 
association for a negligent act on behalf of the association.

Sec. 21.56.110 - Establishes when an individual or group health benefit plan is subject 
to AS 21.56 and provides that other laws requiring coverage, reimbursement, 
utilization, or consideration of a specific health care provider do not apply to a health 
benefit plan provided to a small employer. Exempts a health benefit plan offered to 
a small employer from certain restrictions contained in other laws.

Sec 21.56.120 - Establishes underwriting and rating requirements applicable to health 
benefits plans covering small employers.

Sec. 21.56.130 - Establishes when a health benefit plan is required to be renewed.

Sec. 21.56.140 - Requires a guaranteed issue insurer to offer at least two small 
employer health benefit plans and that the plans provide certain coverage. Allows 
a guaranteed issue insurer to reinsure, make special premium arrangements, or 
appeal unfair administrative or credit risk.

Sec. 21.56.150 - Establishes certain provisions that must be included in a health 
benefit plan.

Sec. 21.56.160 - Exempts certain :mall employer insurers from being required to offer 
health insurance coverage.

Sec. 21.56.170 - Establishes certain conditions that must be met before an insurer or 
welfare arrangem ent may cease doing business in the small employer market.

Sec. 21.56.180 - Establishes fair marketing requirements for health benefit plan*.

Senator Steve Rieger
March 29, 1993
Page 2



Sec. 21.56.190 - Allows the director of the Division of Insurance to require small 
employer ensurers to reissue a health benefit plan to certain small employers.
Sec. 21.56.250 - Definitions.

Section 6 - Provides that a health maintenance organization is subject to the small 
employer health insurance provisions contained in AS 21.56.

Section 7 - Sunset provision that repeals changes in sec. 6.

Section 8 - Provides that a hospital or medical service corporation is subject to the 
small employer health insurance provisions contained in AS 21.56.

Section 9 - Sunset provision that repeals changes in sec. 8.

Section 10 - Provision that allows premium rates to exceed the limits under 
21.56.120(a) for a period of three years. Establishes limits on the percentage increase 
in premium rates.

Section 11 - Transition section. Requires the small employer Health Reinsurance 
Association to submit a health insurance plan to the Director of the Division of 
Insurance.

Section 12 - Sunset repeal provisions.

Sections 13 &  14 - Effective dates.

Senator Steve Rieger
March 29, 1993
Page 3
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glasifea &tatc Senate
S en ato r  Ste v e  R ie g e r

D istrict I

State Capitol 
Room 516 

Juneau. Alaska 99801 
(907) .165-3879

Senate Finance Committee 
Chair, Senate Health. Education 
and Social Services Committee 

Vice Chair. Senate Rules Committee 
Vice Chair. Senate Libor and 
Commerce Committee SENATE BILL 173 

SM ALL EMPLOYER HEALTH IN SU R A N C E REFORM

Sen ate B ill 173 is  p ro -b u sin ess leg isla tion . Based on a model drafted 
by the National Association of Insurance Commissioners (NAIC), it reforms 
the small business health insurance market in the State of Alaska and 
guarantees the availability of private health insurance, regardless of any 
"high risk" factors of clients.

Coverage must be granted to whole groups, rather than excluding those 
considered "high risk" by insurance companies and coverage is renewable. 
regardless of the "risk" associated with each person in the group being 
covered. The insurance is "portable" as well.

According to the Alaska Department of Labor, more than 90% of all 
businesses in the State of Alaska employ up to 25 employees. These are the 
groups that are being addressed in this legislation.

Currently, there are approximately 15 companies in the State who issue 
small business health insurance. Insurance companies who wish to continue 
to do business in the state must participate in the Small Employer Health 
Reinsurance Association, a reinsurance pool. If more small businesses are 
able to secure health insurance for all of their employees, the insurance 
companies will cover more low risk clients, thereby decreasing the effects of 
taking on any high risk individuals. As the number of insured individuals 
grows, the insurance pool takes on more of a group risk profile.

This legislation does not require additional state expenditures.

The Health Care Task Force, established to review and recommend 
changes in the Alaska health care insurance industry, recommends the 
enactment of legislation establishing regulatory reform measures in the small 
group health insurance market "by enacting the NAIC model statute" as part 
of an overall plan. To date, this legislation has been adopted by 24 states.

This legislation is supported by the Health Insurance Association of 
America, (HI A A), the National Federation of Independent Businesses, 
(NFIB), the Alaska State Chamber of Commerce, the Alaska State Hospital 
and Nursing Home Association, and other organizations.
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S B  1 7 3 : "A n A c t r e l a t in g  to  h e a l th  in s u r a n c e  f o r  s m a ll  e m p lo y e r s
a n d  p r o v id in g  f o r  a n  e f fe c tiv e  d a te ."

T he d ep artm en t is  n eu tra l on th is  leg isla tion .

O ne o f  che m ore ch a llen g in g  is s u e s  facing th is  cou n try  and  A la sk a  is  th e  ever- 
in creasin g  n u m b er o f  sm all em ployers u n ab le to  afford h ea lth  care insurance. 
T h is b ill w ou ld  a d d ress  sm a ll em ployers w ho h av e  b een  u n a b le  to  p u rch ase h ea lth
care.

T he b ill s e ts  up  a  re in su ra n ce  pool for in su rers  w r itin g  sm a ll em p loyers h ea lth  
in su ran ce in  th e  s ta te . In  order for th e  b ill to  b e e ffective , certa in  p rovisions have  
to  be m et. T he a u th ority  o f  th e  director sh o u ’ 1 b e for approval o f  m em b ers only. 
T he pool and coverages th ey  provide should  be ex em p t from  th e  m andatory  
coverages in  T it le  21. T h e pool sh a ll be subject to  th e  m a rk etin g  and  fin ancia l 
section s o f  T it le  21. T he pool should  not be subject to  a  su b sid y  from  the  
leg is la tu re  or exem p t from  taxation . T he b ill a d eq u a te ly  a d d resses  th e se  item s  
a s w ritten .

H ea lth  is  n o t a term  defined  in  T itle  21; th e  app ropriate term  is  d isability . 
A dditionally , 2 1 .5 6 .0 1 0  should  clarify  i f  h osp ita l and m ed ica l serv ice  corporations  
and h ea lth  m a in ten a n ce  organ ization s, as defined  in  2 1 .8 7  and  21 .86 , resp ectively , 
are included  in  m em bersh ip . T hey are includ ed  on th e  board.
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BILL ANALYSIS - SB 173

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

Sec. 1. PURPOSE.

The bill provides health insurance to small employers without cost shifting, 
adverse selection and limits the use of preexisting condition exclusions.

AS 21.36.025 UNFAIR MARKETING PRACTICES PROHIBITED.

It is a violation to violate AS 21.56.180.

AS 21.36.090(d).

This section adds 21.56 to the list of titles that may not permit unfair 
discrimination against a person who provides a service covered under a group 
disability policy.

AS 21.36.0r0(d).

This is a repeat of Sec. 3.

Sec. 21.56.010. CREATION MEMBERSHIP.

This section creates a nonprofit legal entity known as Small Employer Health 
Reinsurance Association (SEHRA) and consists of all insurers licensed to 
transact health insurance in the state. Participation is mandatory as a 
condition for transacting health insurance in the state.

Sec. 21.56.020. BOARD OF DIRECTORS: ORGANIZATION.

(a) The board of directors of the association consists of nine 
individuals subject to approval by the director. The director shall endeavor to 
appoint at least six board members who are also small employer insurers.

(b) One board member shall represent a health maintenance 
organization, one board member shall represent a hospital or medical service 
corporation, one board member’s principal health insurance business shall be 
in the small employer market, and one board member’s principal health 
insurance business shall be in the large employer market.
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(c) A member of the board serves for a term of three years and may 
be reappointed to an unlimited number of terms.

Sec. 21.56.030. GENERAL POWERS.

(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;

(5) take legal action as necessary to avoid the payment of 
improper claims against the associat'.n;

(6) define the ? ay of health coverage products for which 
reinsurance will be provided a- a issue reinsurance policies;

(7) establish rules, conditions, and procedures pertaining to the 
reinsurance of members’ risks by the association;

(8) estab1 a actuarial functions appropriate to the operation 
of the association;

(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 
calendar year;

(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 purposes 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.
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The director may, after notice and hearing, approve the plan of operation that 
should include but not be limited to:

(1) handling and accounting of program assets and money of 
the association and for an annual fiscal report to the director;

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

(3) collecting assessments from all members to provide for 
claims reinsured by the association and for administrative expenses incurred 
or estimated to be incurred by the association;

(4) selection of an administering insurer and establish the 
administering insurer’s powers and duties; and

(5) provisions necessary or proper for the execution of the 
powers and duties of the association.

Sec. 21.56.050. HEALTH CARE REINSURANCE.

This section establishes the procedures, premiums and assessment 
mechanisms for the reinsurance association to follow. All plans of 
implementation are subject to director approval and contain time guideline 
before the director may act.

Sec. 21.56.060. HEALTH BENEFIT PLAN COMMITTEE.

This section establishes the members who will recommend benefit levels, cost 
sharing levels, exclusion and limitations for the basic and standard health 
benefit plan. The plan may contain cost containment features. The members 
are as follows:

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

(2) one member who represents small employers;

(3) one member who represents employees of small employers;
and

(4) one member who represents health care providers; and

Sec. 21.56.040. PLAN OF OPERATION.
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(5) one men. r who represents agents or brokers.

The board shall study and report at least once every two years to the director 
and to the legislature on the effectiveness of this chapter. The report must 
analyze the effectiveness of the chapter in promoting rate stability, product 
availability, and coverage affordability.

Sec. 21.56.080. ADMINISTRATIVE PROCEDURE ACT.

The association is exempt from AS 44.62 (Administrative Procedure Act).

Sec. 21.56.090. TAX EXEMPTION.

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

Sec. 21.56.100. LIMITATION OF LIABILITY.

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

Sec. 21.56.110. APPLICABILITY.

Sets the conditions that must be met for the individual or group health benefit 
plan to apply. Other provisions of law requiring coverage or benefits do not 
apply to these plans unless stated in this chapter.

Sec. 21.56.120. PREMIUM RATE RESTRICTIONS DISCLOSURES: REPORTS: 
CONFIDENTIALITY.

This section establishes the premium basis that small employer insurers may 
charge. They include maximums by percentage. Underwriting characteristics 
are established and disclosure is required by the insurer giving coverage. 
Information and specific groups or employers, employeeo filed with the director 
will be held in confidence.

Sec. 21.56.130. RENEWABILITY OF COVERAGE.

Sec. 21.56.070. REQUIRED REPORT.

(a) A health benefit plan subject to this chapter shall be renewable 
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at the option of the small employer, except for nonpayment of the required 
premiums; fraud or misrepresentation of the small employer or, "’ ith respect 
to coverage of individual insureds, the insureds or their
representatives; noncompliance with the minimum participation or employer 
contribution requirements; repeated misuse of a provider network provision.

The director may find that the continuation of the coverage woulJ 
not be in the best interests of the policyholders or certificate holders; or impair 
the insurer’s ability to meet its contractual obligations than it may not be 
renewed.

(b) A small employer insurer that elects not to renew a health benefit 
plan for any reason and pulls out of the market may not write new business 
in the small employer market in this state for a period of Lve  years from the 
date of notice to the director.

(c) If a small employer insurer is doing business in only one 
established geographic service area of the state, the provisions in this section 
apply only to the insurer’s operation in that established serv^e area.

Sec. 21.56.140. REQUIRED OFFER OF COVERAGE.

(a) A small employer insurer shall, as a condition of transacting 
business in this state .vith small employers, offer to small employers at least 
two health benefit plans.

(b) A small employer insurer shall file basic health benefit plans and 
the standard health benefit plans to be used by the insurer.

(c) The director at any time may disapprove the continued use by the 
small employer insurer of a basic or stanaard health benefit plan if the plan 
does not meet the requirements of this chapter.

Sec. 21.56.150. REQUIRED HEALTH BENEFIT PROVISION

This section establishes mandatory benefits if a plan is to be considered under 
this chapter. It also establishes guidelines for preexisting condition clauses to 
be used in plan coverage.

Sec. 21.56.160. EXEMPTION FROM REQUIRED OFFER OF COVERAGE.

This section establishes exemptions for small employer insurers which include 
but are not limited to geographical area, authorization of certificate of 
authority, and financial conditions.
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Sec. 21.56.170. CONDITIONS FOR CEASING TO DO BUSINESS.

A small employer insurer, welfare arrangement may cease doing business in 
the state but must notify policy/contract holder and cannot participate in the 
small employer market for five years.

Sec. 21.56.180. FAIR MARKETING STANDARDS.

Establishing standards of how the standard and basic health plan is to be 
marketed. Puts limitations on compensation to agents, brokers, MGA, TPA 
involved in marketing the plan.

Sec. 21.56.250. DEFINITIONS.

Defines various terms used in the legislation.

Sec. 6. 21.86.260(a).

This title does not apply to health maintenance organization unless stipulated 
in this chapter.

Sec. 7. 21.86.260(a).

Same as above but add medical service corporation or hospital corporation 
licensed under 21.87 or 21.09.

Sec. 8. 21.87.340.

List other provisions applicable to this chapter.

Sec. 9. 21.87.340.

Same as above.

Sec. 10. PREMIUM RATE RESTRICTION.

This establishes guidelines for premium calculation/administration if a plan is 
written by an insurer prior to July 1, 1993.

Sec. 11. TRANSITION.

Establishes guidelines for implementation and effective dates for the plan and
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Sec. 13.

Sections 4, 7, 9, 12 take effect July 1, 1997.

Sec. 14.

Except as provided in section 13 of this Act, this Act takes effect July 1, 1993.

the association.

Sec. 12. REPEAL AS 21.36.025 AND 21.C6.
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t March 10. 199 J

COMPREHENSIVE S M A LL EMPLOYER PACXAQES

CALIFORN IA CONNECTICUT

Availability Guaranuad issue o f imaU employer product! (group th e 5-50 by 
7/1/93; 4-50 by 7 /t/9 4 ; 3-30 by 7/1/95) (1992 HB 1672) 
|10700(x), !070J(b)h

Guaranteed laaue §38o-552, 5682(b)

Croup Siz* 3-50 810700(g) 1-25 §3la-S64<4)

Individual Policie* Individual po lic ia l cold to im a ll employer* meeting certain 
requirement* era lubjact to ih it Act 910702

Inauren may iuue individual special health care plana lubjcct 
to tha lawa applicable to Individual health incurerice, provided 
ruch poliiiea ih l i l be identical to Individual special heahh care 
plana made avaUobla by the Health Reinsurance Association. 
§3la*5S2,566

Cate
Chamcurijtiea

Includes ape (7 eawgorio*), geography (9 regions). family 
comporition (4 categories), and plan design which are uaed to 
determine ihe itandard amployee rick m e §10700(w)

Appuars to includa everything except c la lt i- experience 
|38a-564(27)

Ratine R«»tnciion* Premium retac may not vary from tha iiandard employee r i ik  rata 
by more th in  120% nor la u th tn  80% until July 1, 1996; 
afTacliva July 1, 1996, premium mac may not vary from the 
iiandard employee r i ik  r ite by more ihnn 110% i>or le u  than 90%
810700(v). 10714

Premium rates may not exceed 200% o f the oweat new 
burineie rata fo r the aame or lim ila r caie chsr.icteristice 
§38a-567(J)

Transitional Period See ehove 5 yean; after July 1, 1995, rating ru ir le t io n i w ill be Applied to 
plaru ie iu r'4 > ,.o r to July 1. 1990 (38«*J67(?)

Renewal Ruling

l

10% permitted fo r r itk id ju ilm cn t fsctori; renewal m e* ere 
effective fo r at lean six month* 110714(6)1(2)

Trend plua 20% plua changea in cava characteristics 
§3 la -567(6)

Rentwabiltiy C uann lled renewable except ’ fo r ceuta’ (10705(b), 10713 Guaranteed renewable except "fo r cause* §38a-567(3) |

Whole Groups Cerrieri are required lo lake the w ho lt group (10707 Cannot exclude e lifib la employed or dependanla on the ba in 
o f op actual or expected health condition §38t-567(4) i

Continuity o f 
Coverage

Prcexiiting condition lim itation o f fi monthi; credit shall be given 
i f  r person w u  covered under qualifying previou i caveng i i f  
previous coverage w u  continuous 30 dayi p rio r to the new 
coven ge, exclusive o f applicable waiting perioda; i f  employrneni 
j i terminated or eap loyer'e contribution toward the covirege haa 
u rm i ts itd . there la a 90-day period illowed fo r continuity o f 
coverage §10706, 1070 l(i,b ), 10709(i)

Preexisting condition lim itation o f 12 months; credit shall be 
given i f  a parson w u  covered under qualifying previous 
coverage i f  previou i coverage was continuous 30 days prior to 
ths new coverage, exclusive o f ipplieablc wailing period;: 
§38a-567(I,2)

R tii iu n n e e lype Procpacuvc/wlth opt oul §10719, 10720(d) Projoeedve/mandatory (effec. 5/1/91) |38a-S69

Rcituuranct Priet No proviaioa Whole Croup: 150%
Individual: 500% |3U -569 (e ) 1

Con Jboring No prov iilen 15000 fo r i l l  plana oxeept those which supplement the boats | 
hoepltai o r hospital surgical plana, In which u s * tha daductiblt 
ia $2000 |38a-5A9(bl)

Assessments N o c ip  §10721 (1) Apponlooad amoog all members In proportion lo their 
respective shares o f tha total premiums tamed from small 
group plana, CD apportioned among all members in proportion 
to their respective shores o f total premiunio earned from other 
plena; eaehon 'em aa im e iiu cannot exaeed 40% t f  the total 
eisiaamani foe die drat year, 50% fo r the second
§3*0-569 a<2)

O llu r E it ib iish e t a pure hieing pool fo r email amployara 110730

Effective D«i» July 1, 1993, but ace phaaa-in affective d itM  above July t , 1990 j

OTHER STATES' COMPREHENSIVE 
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DELAW ARE FLORIDA

Availability CuaramteO laaua (group* o f  2-23) |T207(|)3 Guaranteed iraue w ith cap (group si2a 3-23) (1992 SB 2390) 
(627.6699(3)r, (5)a

Croup Size 1-23 (7202(cc) 1*23 (627.4106O)a

Individual Policies Doe* oat apply to individual health polle iw  17203 With regard to  rating end rentweblliry prnvtaiotu, doea not apply 
to individual policies i f  the lnrurer certifies to  the depanmeot that 
tha policy w ta  iaued in gucd faith w ith no knowledge o r intent 
thet tha policy la paid by o r the p m > u n u  am reimbursed by ■ 
email employer (627.4106(4)

Cam

ChorocLcriitie*
D oaognphie or other objective chancUririies o f  lm i l l  employ«r 
I *  conaidered by carrier la  determination o f premiums; Claima 
experience, health ita tu i, and duration o f  eovanga ar» do* eaae 
etunetarin ica; im a ll employer earrlar iha ll not uae ehareelariatiea 
oilier than aga, gtodar, industry, geognphie araa, family 
competition, unhealthy llfaa iyl* choieai, and group aiza without 
p rior approval o f  Commlaaionar 17202(g). 7204, 7203(4)

Demographic or other objective chiirtoterinlcs o f  smell employer 
a i conaidered by carrier la determination o f  premiums: Clultna 
experience, h - i ith  n u i ,  and duration o f coverage are not eeia 
chanctcrisdsi (627.4106(2)*

R iling Rcrtrictioni Index rate fo r ona clam o f  buaincaa may not cxeiad tha index rate 
Tor any tth a r elaaa o f  business by mom than 2 0 * ;  for a c lau  o f 
buaincaa, the premium mtae charged a ta ili employers with aimllar 
bantCi plana shall not vary from tha indax rate by mom ibvn 
3 3 * ,  with an additional combined variation o f  no mom than 1 0 *  
for gander and geography, and (ha le n u rla lly  Justified adjutunant 
for age end fem ily eompoiition, provided thet the carrier file ige  
and fam ily competition tablea whh the Commissioner (7205(1,2)

Index rata fo r one c lan  o f  business may not exceed tha Lndix m i* 
fo r any other c lou  o f  business by mom than 20 * ;  fo r ■ c lau  o f 
buriiMH, tha premium ratei charged smell amployen w ith tim ilar 
case ehancurisiics shall not vary from  tits indax rase by more 
than2 3 *  (627.4106(5)1,3

T n in tiiio tu l Period For plana delivered o r issued fo r da liv try  p rio r to tha aiTeetiva 
data o f  thia chapter, a premium mta may have a one-year 
traniition period 17203(7)

5 yean (627.4106(9)

Kenawsl Raiing Trend plua 1 5 *  plua change* in c e u  chancteriatlci (7203(3)6 Trend plus 1 5 *  plus changes in cue  characteristics 
(627.4i06(5)b

; R«n«wohilily Guaranteed renewable except ’ fo r ceuac' (7206 Guemmaed renewable except ’ for eeusa' (627.4106(6)

Whole Group* Carrier! muat o ffe r coverage lo ell eligible employee* and 
dependent! (7207(a)

Camera must offer coverage to all eligible employees end 
dependant* |627.6699(S)*(7)

Continuity o f  
Coverage

Preexisting condition lim itation o f  12 m onihi; credit iha ll be 
given i f  a pereoo waa covered under qualifying previoua coverage 
I f  previous coverage wet continuous 60 day* p rio r to the naw 
coverage, exeluaiv* o f  applicable waiting period* (7207(e)

Preexisting condition lim itation o f  12 months; cradi; h i l l  be 
given i f  a person was eovend under qualifying previoua coverage 
I f  previoui eovtrag* waa continuous 30 day* p rio r to the new 
coverage, exeluaiv* o f  applicable waiting periods

1627.6699(5)4(1)0)

j Reinsurance typo PruapacthralwLth an opt-out (7210 Prospective/with an opt-out (627.6699(B)

Reinsurance Priei Whole Group: IS O * 
Individual: 5 0 0 *  |7210(i)4

Whole Group; 150 *
Individual: 5 0 0 *  |627.6699(l)h())s,b

C oit Sharing 15,000plua 1 0 *  Of * a  next 550,000 (72IO(L)2b. (L)3e 55000 per year plus 1 0 *  o f  Incurred claims during •  calendar 
year 1627.6699(1)9(4)

AM ciiuents Formula to be m i  by Beard b' t m utt be 5 0 *  -  1 5 0 * o f  earner's 
proportional them o f  all reinsuring c rrr itra ' email employer 
premiums; maximum amount ahaU be 5 *  c f  lo u t premium* 
earned in  pm viou* year from  email employer plane 
|7 2 l0 (L )« b ) .L O )*

l i t  tier, an amour* not to exaaad 5 *  o f  small employer 
premiums; 2nd tlar, i f  necessary; an amount rwt to exceed .5 *  
o f  premiums eoUaetad on all health benefit plana iM tad by small 
and Urge group carriers (627.6699(1)1(2)

Other A llow * reinsurance o f ex lu lng burin*** (7210(1)3 C srrisn  paying 2nd tie r issrairnaats w ill receive •  credit for 
M ie iim e a u  paid to h a  Florida Risk Pool |627.6699(l)JQ)b

E(Toelive D ila January 4, 1993 October 1 ,1992 (rating *  maewabllity provisions 10/1/91)
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a“ = =
Ha w a d IOW A

Availability State run, employment baaed program; all realdania are eligible Guaranteed issue I3I3B

Group Size No provision 1*23; however, mu at have at leer. 2 participating employees at 
the date o f  Issue o f  health benefit plan 15131.3(12)

Individual Policies No proviiion D ow  not apply to individual policies which ire  subject to policy 
form and premium rate approval |513B.3

Cate
C h a n cu ris ic i

No prov iiion Case characteristic! Include a p ,  industry classification, 
geographic area, fam ily composition, and group size; p n d a r may 
be used provided tha insurance division has conducted an 
Independent, actuarial rtudy met  determined use o f p n d a r to be 
aetuarially juedfiad; other case chanctcrinlca shall ro t be used 
without p rio r approval o f commissioner (5131.2(4)

Racing Rcitrictions No proviiion Indax rate fo r one elsss o f business shall not exceed the index 
rata fo r any other c la u  o f  buaineaa by more than 20 V, for a cli,« 
Of business, me premium rates charged small employers w itlt 
similar cue  characteristics shell not very from the index rale by 
more then 25% |313B.d

Transitional Period No p rov iiion 3 years (5131.4

Renewal Rating No p rov iiion Trend plua 15% plus ehanps in  cue  charactsrislict JJ13B.4

Reocwsbilily No p roviiion Ousnmsed renewable except ‘ fo r ca u u ’  (513B.5

Whole Groupa No p rov iiion Must offer to whole group, sxsepl as permitted w ith regard to 
Isle cn ro lleu  (S131.7A(3)e

Comiruiicy of 
Coverage

No provision Preexisting condition lim itiiio n  o f 12 months; credit ahull be 
given i f  a person waa covered under qualifying previoui eovangs 
i f  previoui e o v e n p  waa eontlnuoui 30 d a p  prior to the new 
coverage, exclusive o f  applicable waiting periods |5 13B.7A(3)3

Reinrjrence Type No prevision Proepactive/with an opt-out 1313b.7(D)

Reinsurance Price No proviiion Whole Group: 150%
Individual: 500% »5l3B.7(D)9(b)

Con Sharing No p rov iiion 55,000 and 10% o f tho next 550,000 o f  incurred claims during s
calendar year- liability maximum of SI0,00 In any ana ealmdar 
y n r  with reapoct to  any reinsured individual |513B .7(D )I(D )

Ausinntnt* No p rov iiion Formula to ha act by Board but must be 50% - 150% o f c a ir ic r 'i 
proportional share o f  a ll reinsuring carrier*1 small employer 
p rem ium ; amour* iha ll ba 5 % o f total premiums aimed in 
previoui year from  rmail employer pleas |513B.7(D)11(2)

Olhar E m p lo y **  required »  pay 1.3 »  o f w s p t ,  o r ha lf the premium 
whichever l i  law ; amployore provide the balance fo r nach 
e m p lo y *  working n o n  than 20 hour) par week; dependant 
covanga h  optional; unemployed residents about poverty level 
pay a im a ll foe fo r doctor v i i i l l  and a portion o f  the premium with 
the remainder being fends d by the Slats; poor are covered by 
Medicaid

Effective O il* July 1, 1991 U
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KANSAS M A IN E

Availability Guaranteed U ius (group size: 3-25) (1992 SB 561) }4{b), 12(a) Guannissd issue (1992 H ? 507) |2S 0*-B 4(A )

Group Size 1-25 M O ) 1-24 (2101-B 1 (D)

Individual Policies Individual polialsa issu -d to individuals and dependants touUy 
Indapsndest o f  soy group, aaaociation, or trust insngstDsnishslt 
not ba nibject to this Act 14(a), 4(a)3(«)

No provirio i. |2S0h-B(7)

Cat*
CharacupRlei

Com ebtnctoriiaiea include tha geographic ana, agt and sex, 
industry classification, o u a b tr o f  employees and dsp indents, 
(kmlly composition, and other objective critsris ss may be 
spprovsd by the commissioner; claims experitnea, health status, 
and duration o f aovsngs a n  not case characteristic! |3(g)

A c ir r ic r  may not vary tha premium its  dus to the health status, 
claims sxpsriencc or policy duration o f th t sltgibls group; sgs. 
gander, industry, sod geography w ith in tha bonds; family naan, 
smoking slants, pa itic ip itioo  in  wellness programs, and group 
lixe may bs ussd outside run  bands I2B 0I-B  2(B)

Rating Restrictions Index t i l t  fo r one c lan  o f  business shall not sxcsad tha index rats 
fo r any othor class o f btiainsaa by mars than 20%; for a class o f 
buiinsos, the prstuiutn rates cbsrgsd to toll smploysri whb similar 
csss chanatsriatica shall not vary from tha index rats by m en
th in  25% |7(1)(2)

Premium rates for sgs, gander, industry, sod geographic usu 
may not vary by ♦ / -  50% o f  (he community rate until 7/14/94, 
*1- 33% o f the community rats until 7/14/95, + / -  20% o f the 
community rate until 7/14/96, + / -  10% o f tha community rets 
until 7/14/97, and 0% o f tits community rats by 7/14/97; 
restrictions are rspaalod 7/14/94 unis si continued or modified 
I2K2S-B 2(D)

Transitional Period 3 years §7(6) None

Renewal Rating Trand plua 15% plua changes in ease ch a n s u ris ic i §7(3)(b) No provision

R sniw ib ility Guaranteed renewable except 'fo r  cause' |5(e) Guaranteed renewable except 'fo r  cause* i  2105-8 (4)B

Whole Group* Prohibits carrier from excluding any c^ I tvss or dependent on the 
basis o f an actual or expestsd health condition §5(c)6(•)

(1990 - ipptiss to i l l  groups) Prohibits earners from  excluding 
any parson from  group; a ll new eligible employees must b* 
sddtd; may reject group until guanntaed Issue is aflbedvs 
|2 I2 9 -B

Continuity o f 
Ccvsmgs

Prssxisting condition limitations o f  12 months and wnitlng periods 
not to exceed ons year; waiting periods may be waived i f  
individual was covered by s group policy p rior to the effective 
date o f covstsgs w ith no gap in coverage |5 (i)(b )

(1990 • applies to |U  groups) Requires continuity fo r any parson 
eligible fo r coverage is  p rio r 3 months In ■ group replacement 
situation or fo r parson moving from individual to group or greup- 
to-group coversgs; lim it on 10% on premium rate laersssas for 
pracxiitlng conditions during first 12 months o f  sajploymcttt; 
preexisting condition limitations o f 6 months for individual 
policies, except up to 24 months fo r any condition that u  o f Ott 
•ffsctivs data o f  coverage requires ongoing msdical treatment 
(H 1641) (2849<2(B)B,6 |2I50<2)

RsinwirancoTyp* Prospective/with sn opt-out 111(a) Requires the Bureiu o f  Ina tnnce to report to the Banking and 
Inntranca Committee on o r before January 1, 1993, on 
teiMuranss models w ith  cpt-out |5  |

Relniurane* Pries To be s«sblUhed by the is if ia iiin e s  board | I3 ( f )6 No prevision |

Cost Sharing 110,000 pins 10% o f  the o sa  230,000, m txlm um  in on* calendar 
year ih a ll not s u te d  20% o f  total ptsmiuma |ll(h )6<J)

No prevision R

Assessments Not in m u d  5% o f  small ampleysr plan premiums; second tier 
not to ex ited  1% o f  total pism ium upon which atonement Is 
based |1 l(k )2 (c )

No previsloo

Other M um reinsure tha emirs group; g fi sarrisrs, whether reinsuring os 
not. subject in  second tier iisesament f  I1(k)2(b)

Marketing Mandarda; luperiuundera w ill develop Mandardlzad 
plo. i  |2 4 0 t-B  (6)

EfTscl'rv* Date July  1 ,1992 July 15, 1993 (for rating and guaranteed Usus)

4



MASSACHUSETTS M INNESOTA

Availability Guaranteed iisus; however, until December 31, 1994, ■ carrier 
can lim it tha (uarantead (uue requirement to 90 comecudv* dayi 
a year, certain aaaociaUon group* are eeempted from all but the 
reinsurencs portion o f  tha b ill (1991 H I  0307) |2 (b ), 4(a)!

Guaranteed Im a  o f  all product* (old in  (mail employer market 
(1992 KB  2100, SB 2603) |3  fubd. 1. 4 aubd. 1

Croup Size 1-22 |1 2-29 faubd.24

Individual Policict Doae not apply to individual poiicia* 12(a) A ll pravielon* except guaranteed laaua apply to individual policies 
§12 eubd. 1,2,6 aubd. 27(i)(il)

C tM
C h in c u r iu ic i

Age, aax, reta baaia type, induatry, number o f eligible ptnone, 
and partjcipaiion fate o f  a group 11

Relevant characteristic! o f  small employer a* determined by 
carrier in  detarsmnatioo o f  premiums; ctaim i experience, health 
■slue, industry, dura line o f  coverage, and g tadar are no*, case 
characteristics 12 atbd. 6, 3 aubd. 4

R jlir . j Rnxricuoai Premium ratea ire  limited to a 2-1 rata band; however, tha 
following adjustment* are permitted out*Ida that band: baoaGt 
lavel, geognphy ♦ / -  20%, group aize +  /- 5%, wallnatt diieouot 
-5%, pbaae out adjustment for experience and duration rating on 
existing business to reach + / -  12% by 12/31/94, age * / -  33% 
until 12/31/93 *3 ie ) l,  3(a)3(4), 3(a)7

Rats* muat not vary by more than + / -  22% o f  the Indax rata for 
asm* or similar coverage; Inside the rating hand, variation* can 
ba baaed only on haaltft atanii (Includes refraining from tobacco 
use or olher ictuaria lly valid Ufaetyl* factor*), c l i ls u  experience, 
industry, and Uogth o f  dm * employer has been aovared; 
tdjuitntaota ouuide tha hand: age + / -  20%, geography ■*■/• 
20%, rate calls are pannlued bated on aum btr o f  adulu end 
children covered under Uu policy | l  atbd. 2,3,4,2,6

Transitional Period Phase out o f  rating ranrle tlon i 13(a)! Nona

Ranewtl Rating Trend plua 10% plus changes In cere cheracterlrlca 13(b) No provision

Rcnewsblllly Ou Iran lead renewable axcapt *fo r causa* 14(b)(l)(2) Guaranteed renewable except ’ fo r causa* |J  aubd. 2

Whole Group* Prohibits polieioa from  axe! tiding eligible engjloyesa or cUg lb la 
dependent! on lha heeie o f so acrual or expected health condition 
o f  auch pcreon |2(e)

Application b u k  include a ll all gib la amployeca |4  aubd. 1

Continuity of 
Cavsrags

Pratxiating condition txclueion o f 6 tnonlhi; credit th i l l  be given 
i f  a person was covered under qualifying previoui coverage i f  
previous coverage area continuous 30 days p rior to lha new 
coverage and i f  previous coverage was reasonably acnwrielly 
equivalent to new coverage 13(h)

Preexisting condition exclusion o f  12 months; requires credit for 
time covered under qualifying p rio r coverage; p trm it i 1S month 
preexisting condition lim itation for late entrants |3  aubd.4

' Rsinjurance Type Prospective/mandator for commercial! ]1 prospacdva/w'xfi an opt-out (13. lt (1 )

Ro'tnsuimnct Price Whole Groups: 120% 
Individuals: 300% } l( l ) ( 2 )

Whole Groups: 120% 
Individuals: 200% §21(1)

Con Sharing 52,000 | l *5,000, phia 10% o f tha next 130.000 |20(1)

Acs carets ou 2% o f small employer premium*: i f  inadequeu. other funding 
tournee w ill be recommended f  1(7)

Initially, *100; in  addition, not to exceed 4% o f the nasmbar'a 
email group market premium ( i f  at i t  determined that premium 
charges are inn idU iant to cover tha losaaa) |22(2)(3)

Other Lore redo*: in itia lly  62% (hr Individual policies, 72 % for group 
p o tic lu ; Increase* by 1% per year to 70% and 10%, re ip«rive ly  
» K »

Effective D lls April 1, 1992 Moat provMona July 1, 1993
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M is s o u r i NEW  HAMPSHIRE

Availability G u a ru m d  issue (I99 2 JB 7 9 S ) §6 No provision (1992 H I  321)

Group Size 3-23 | I 0 8 ) 2-30 |«20-F:1(X I)

Individual PaUeiet No prevision 1 2 (1 )0 )0 ), 3 Doc* not apply to Individual health policies which are aibjcct to 
policy farm and premium rate approval |420-F:2(D(U)

C ue
Characteristic*

Relevant demographics o f  (mail employer u  considered by earner 
in dote m un ition  o f  pK m lum i; ele im i experience, health itatua, 
and duration o f  coverage a n  not ca n  characteristic* 11(9), *(10)

Relevant damogrephiei o f  im a ll employer u  eonaidend by 
c a rr iif  in  delcrtmoation o f  pfemiums; elaima ixperience, h u ith  
■tatua, and duration o f  coverage are not c ia * eharaciariaciei 
|4 2 0 -F il( tV )

R iling RtiirieiioDJ Index rata for one c lu i  o f  bu iinen  iha ll not exceed the index rale 
for any other claea o f  bu tinau  by more than 2 0 * ;  for a c lau  o f  
bu iim ia , the premium ratal charged email engiloyera with lim ila r 
caw charaeteriitics iha ll not vary from the index rate by more 
than 2 5 *  |«(1)(2)

Rale* charged during a rating , j io d  to small employer* with 
ilm lla r cu e  ehirectariatlei f . tame or sim ilar coverage th i l l  not 
vary ftom  tha Indax rat* by mors than 3 0 *
H 20-F;3(I)a

T ru n iio n e l Period S yeara §4(3)b S yean §420-F3(T)(3)e

Rih w i I Rating

i

T rm d p lu i 1 5 *  plua changca in ca n  cbirecuriraica §4(3)b Trend plua IS *  plus change* in  caaa eharaeterinlci 
H 20-FJ(1)2

t
Rcncwibility Guaranlaad raaewabla except 'fo r  eauae* {5 Guaranteed reaawtbla txeapt *for cause' §420-F:4

I Whole Groupi Insurer m u *  eovar the whole group §6(3)* Insurer must cover tha whole group |420-F:4
1
; Continuity of 

Coveng*
Preexliiing condition lim itation o f  12 monthi; cradli (bail be given 
i f  a pereon w u  eoverad under qualifying previoui coverage i f  
previoui coverage w u  condnuoui 30 daya prior to tba oaw 
coverage, exeluaive o f  applicable wailing pertedi 16(3)1(2}

Preaxiitlng et .iditioo lim itation* consistent erith Insurance 
dipiroment mica

Reinsurance' / p i Protective/m andatory w ith an opuout after three yeara §7(1) No provision

Reinsurance Price Whole Group: IS O * §7(9)2 No proviiion

Coit Sharing S5.000 plua 1 0 *  o f  the ram iin iug incurred claims; maximum lim it 
o f *25,000 »7(l)3

No proviiion

A j momenta Formula to be le t *■ y Board hut mu i t  be ) 0 *  • IS O * o f  e ir r ie r 'i 
proportional i tu .c  o f  all reinsuring camera’ small employer 
premiums; maximum amount iha ll be 5 *  o f  lo u t premiums 
is  m id  in previous year (bora small employer plana | l  t(2)b. 

11(3X

No proviiion

Other

Effective Date Guaranteed ism  and continuity o f  (overage provision effective 
July 1, 1994; all other eenioas efTociive July 1, 1993

laouary 1, 1993



NEW  JERSEY

Availability Coeainuouf open enrollmeoi (guaranteed issue) |3b  (j

Groin- Sihe 2*49 | l  |

Individual P o lic iti Applies to all haallh benefit plaoa covering eligible employee! of 
one or m ot* email employer* |2

C iM
Charset* riatica

Prohibit* the uac o f  ago, eex, health aatue, residence or i 
occupation w ith community raring. 11

Rating Reatriutiona Rataa may not exceed 4 time* the baao premium rale chargad to 
the loweo-nted group. Plane muec b* community rated by j 
1/1/97. 1/1/9410 12/31/93, pratnium raua charged to higbeat 
rated group iha ll not be greater mao 3 0 0 *  o f rue  chaigad to 
lowaat rued  group, 1/1/96 to 12/31/96 greater than 200%. |9

Tranaitional Period Policial whoao term extend* beyond 12/31/93. PoLieiei 1 
eontraetad oo or after 1/1/94. 19000)

Renewal Ruling Beginning 1/1/95 owy make Informational filing with 
commiiaioaer o f  Ineraaa* or dacraaae provided lha Io n  ratio not 
be Ua* then 7 5 *  or lha premium. |9g

Rancwobility Guaranteed rettawabla except 'fo r  cauae* |7

Whola Croupe M art offer coverage to all m ip lo y t* *  and their dependent*. 
Cannot exclude baaed on .tctual or expected health condition. (2

Coounuiry o f 
Coverage

Generally no precxiating co.vdition limitation. Preax may apply 
to * group o f  2-5 i f  the paritd  ,a 180 day* forward and 6 montha 
back, hoeraver, i f  10 or more late anroUm  request covengt pre­
ax doe* not apply. Credit that! be given i f  a panon waa covered 
under qualifying pravioua covang* i f  previoui coverage wee 
continuoue 30 deya p rior to the new coverage, exduirve o f 
applicable waiting pcrioda. 16

Reinauraitcc Type Proapective $12

Reinsurance Price Whole Croup: 150 * 
Individual: 5 0 0 *  |20

Coal Sharing Receive rcimfaunement in aceordaae* with euoderdi developed 
by board. 119*

Aennrm tnu Apportioned among all rtiaauring mamben in  proportion to thair 
respective aharca o f  lha premiums earned from  email jroup  plan*. 
Additional aamasmanu o f  all member* not to exceed 1 *  o f 
premium*. |21e

Olhar No pre-ex pennitlad -  »** continuity o f coverage. Som eeam '.- 
paying 2nd tier a m u m  a m  w ill receive a credit. 121c

I Effective Due
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NEW  YORK
NORTH C AR O LIN A

Availability Coniiououj open enrollment (guaranteed iuue) (1993 A  12330-A) 
13331

Guaranteed laaua |5 1*30-123(d)

Group Six* 3*30 fo r open enrollment |333 ] J-23 131-30-110(22)

Individual P o lie iu M u d  be communiiy re led end m u * be offered through open 
ooroLLmrot |333 l

Doc* not apply to individual health policie* (3 I-5 0 -1 13

C u t
C hancitria lic t

Prohibit* the uee o f  i p ,  h i , health Helve, or occupation*; 
geography ia pertuiaed on a county-wide (or larger) ba il*; Sloe* 
not prohibited, pruum ebly group »ize, participation, welloen, end 
other caeo choneuria ica arc permitted 13231 (*,b)

Relevant demographic* o f  email employer u  cooaidamd by 
carrier In determination o f  premium*; claim* experience, haalth 
aritua, and duration o f  covaraga arc not c u i  characterise* §58- 
5'3-110(6)

Rating Rertrictioiu No tiaruiory reauietioni on permitted cue  chanc ie ritiic i, but 
Department ha* rate approval authority fo r initial rata*
13231 (c)(e)

lid e x  rata fo r on* alaaa o f  builneaa Otali not exceed die Indax 
rata fo r any other c lau  o f  bualneuby more than 2 3 * ;  for a c lau  
o/buainaaa, the premium rate* charged im a ll cngileyera with 
aimilar uae  eharectariatlca d u ll not vary from tha index rate by 
mom than 33% 151-50-130(b) 1,2

Trenritional Period The one-year dalay in effecliv* data i*  viewed u  lha tnnaition 
period

3 ywua |5l-50-130(h)7

Renewal Rating

i

Prior ruling approval; beginning A pril 1, 1994, n la *  ihall h t 
dearned approved I f  policy h*a an anticipated Iota ratio o f ,ol lea* 
than 7 5 *  13231(»), 3 2 3 1 ® *

Trend plua 138 plua change* in c u t  ebaracuriitica (38-30- 
I30(b)3(b)

Reoewability Coverage may net be tanninaud due to claim* experience 93231 Qua rant cod lenav tb l* w e p t  'fo r  cauae* |38-30-I30n(3)

Whole Croupe Camera m u * offer coverage tn all employ*** and lha ir dependant* 
(3231

No proviaion

, Coniinuity o f 
■ Coverage

;

Plana mu i t  credit tha lime a perron waa covered under p trv io u i 
health in iunnce plan o r h w f i t  arrangement I f  the preview* 
coverage w u  eontinuou* to a dale not more than 60 daya prior In 
die effective data o f  new eovang* 13232(a), 4311(a)

Preexisting condition lim itation o f 12 montJu; aradit iha ll be 
given I f  a paraoo waa covered under qualifying previoui covaraga 
i f  prcvioue aoveragr w u  eontinuou* 30 day* p rio r to the n r *  
eovang*, axcluitve o f applicable waiting period* 131-30-130

kelnrjruiee Type Regulation* th i l l  include rai.uu ranee or pooling proceai duigsatl 
to (here the r i ik  o f  high claim* coal*; coat variation* baud  on 
demographic facion and pou ih le  aJ xrae u licU o n  13233(c)

Proapocdvc/with an opt-ou> J51-50-1SO

Reinauranc* Price No proviaion Whola Oraup: 130 *
Individual: 3 0 0 *  |5 l*50>l30(g)2(g)

CoU Sharing No proviaion 13,000 plua 1 0 *  Of dta next 130,000 131-30-I30(g)2(c)

Aiaeiamtni* No proviaion F ir *  3 yean: 5 0 *  ■ 1 3 0 *  o f  amount U would have bean b id  
u u e a rm n *  baaa baaed on proportional relationship o f  imall 
earrioi’a total pnmiuma; not in ax*a*4 4 *  131-50-150(1)1

Other

i

1 and 2 Uvo auptoyan mual be clataifiad in  either tha Individual* 
or iin a ll group* rating category by tha Inaurar 13231(b)

Effective Date Community rating and open •aroUmaat tako effect A p ril 1, 1993; 
j continuity o f  eovang* take* effeet January 1, 1993 |21

January 1, 1992

I



9

OHIO !

Availability Modified opart aaroUmant. Carriers roust opsn enroll 1/2 or 1% o f total block H 
o f bueioeen. ||

Croup Size 2rJ0 (3)23-51

Individual Polici** Subject to law i f  any portion o f the premium or .oafiti i i  paid by the 
aa^loyer, or any individual ia ralmburua for any portion o f the premium. 
|1924.02(A)

C w *
Qtsraeieristict

Geography, age, sax and induatry claaaificaiion. Does not include claims | 
experience, health autua or duration o f  coverage. (3924.01 (E)

R iling  RcairicUoo* Premium raws fo r amall employer ilana with rim iler eaao chinctariatiea may 
ooi vary from the midpoint r ile  fu r those small employ a n  by more than 3591 o f 
th u  midpoint rate. (302C.04

Transitional Period Rates that exceed n ta  band may not use experience.

R tn rw il Rating Trend plua 15% change* la  aaee characteristics. (3924.04(C) i

R eadability Guaranteed ranawebla except 'fo r  cauee.* 3924.09(C)

WhoU Groups Cannot exclude eligible employecc a  dependent! oe the bad* o f an actual or 
expected biahh condition. (3924.03(F)

Coruinuily o f 
Coverage

Preexisting condition lim itation o f  12 months relating to condition! 6 month! 
before coverage. W ailing periods shall not be more than 90 daya. Plan* shall 
credit the time a parson w u  covered under a previoui health plan for 30 day* 
p rior to tha effective data o f  the new covaraga, exeluaiv* o f any applicable 
waiting period. Late enrolls** may be excluded up to 24 months. j 
(3924.03 (A)(B) I

Reinsurance Type (3924.07

Relnsunoe* Price Whole Group; 150%
Individual: 500% (3924.12(A)

Com Sharing

Assc lament* Apportioned among all members in proportion to their reapectiva shares o f  the 
total premiums earned from small group plans. Assessment w ill not excead 1 %. 
(3924.13(B)

Other

Effective Data m  1
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OREGON RHODE IS LA N D

Availability Guenotead U n it  (1991 SB 1076) §6(4) Guaranteed laeuc (group* o f  3-23) (1992 H 9011 Sub. A) 
§27-49-l(A)

Group SIm 3-25 |3(23) 1-50 §27-49-4{AA)

tndtvidual Policic* Applied to individual polieiea providing health beneGu covering 
one or mor* employee! o f  a amall eovloyer, proviaion* o f  OR 
7d2.00S do (tot apply to individual polieiea tubjact to thla law 
§3(1)0)

Doce not ip p ly  to individual baaiA polieiea. 
127-49-4

C hm c.a rirle *
Geography and d lffe rvncu  in flim lly rua and eompoaidon §7(6)b Relevant dotnognphlca o f  amall employar i i  coruideted by 

carrier A  determination o f  premium*; elaima experience, heal A  
Mama, and duration o f coverage are not ceae cha rac te rise  
§27-49-3(F>

Ratine Reitrictiona Premium re lea may not vary from A t' geographic avenge rate by 
more than 33 X except that the premium ram may be ad juiced to 
reflect A t  provirion o f additional bamGta not covered by A o baaie 
health c ite  plan and d iffe rente j in  family feze and competition 
P (6 )b

Index rat* fo r ona claia o f  bualneu A a ll not exceed A c index 
t*A  fo r any otharelaae n f bunaeaaby tr.oro A  an 20 X ; fo r - c lue 
o f bualnaa*, A e  premium rataa charged amall employera w iA  
aimilar caae ch a n e u riid c i ih a ll not vary from A e index rnte by 
more than 23 X  §27-494(1.2)

Tranjitioofll Period Effective on the dele the rolnauieoce pool becomea operational
*7(10)e

3 year* 127-49-6(7)

Renewal Rotine Trend plua 13 X  plua adjurtmaou to redact proviaion e f  beneGti 
not required to be covered by baric haelA care plan |7(6)c(B)

Trend plu* 13 X plua cbangee in cu e  ebonctariaUei 
|27-49-6(3)b

Ranewtblliry Guaranteed renewable except 'fo r  cauae1 17(4) Guaranteed renewable except ‘ fo r eauae' 127-49-7

Whole Group* Prohibit* camera from excluding individual* on A *  ba*i* o f ic lual 
or txpacted heolA condition §7(3)

C a irian  are required to take Aa whole group |27 -49-tc (5 i)

Continuity of 
! C o v irn j*

1
!

P rtex iiiing  condition lim itation o f  6 month*; credit iha ll ba given 
i f  A t  pereon waa covered under a previoui group or individual 
pUn i f  Ac previoui coverage waa contituioue 30 day* prio r to Ae 
new coverage, excluitve o f applicable wailing periodi §7(1)0)

Plant mu*t eredlt Aa ume a perron » «  covered by qualified 
previoui t  /eta ge provided the coverage w u  cootiruMui; 
qualified previoui coverage L* deGned u  Medicare, Medicaid, 
amployar-baaod haahh inwraoce, o r individual iuurance 
providing aimilar or exceeding be-ofita. |27-49-l(c)

t
Rein*ur*nce Type Prorpactive/wiA an opt-out 110 ,11 Ptoapectivo/wiA an opt-out §27-49-11

1
| Reimvnnca Price Existing burin***: none 

Wbule Group: 150X 
Individual: 300X S ll(S)a.b

Whole Group: 130X 
Individual: 500K §27-49-11(9)30)

Cod Sharing 33.000 plua 13X o f A t  next 3100,000 « |](7 )d F in t 33,000 o f  rtlnrured claim* §27-49-11(9)(4A)

Aeee»unani4 Maximum weaemcnt I* 4 X  o f  amall employer premium plua 1X 
o f  mem ber*'total baohh inauranee p rtnuuaa  | l l (1 2 )a

5% o f  total premium* earnad A  amall employer maria* 
§27-49-1 l lM 0 e )

Olbar Standard and economy heelA benefit plana a t* included w iA In  
A *  law and are baaed on Rhode la land'* low-eon limned 
mandated benefit law. Copayment, deductible*, and coinaurtncc 
i n  outlined. §27-49-12

Bffactiva Date On o r after A t  dam lha Oregon Small Employer Rtinaurance Pool 
becomea operational

July 21, 1992
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SOUTH CAROLINA

A v i U t i l i t y No p.ovialoo

Croup Sixc 1-25 tj'8 -71 -920(1) ;

Individual Pollciee Doee not apply to  Individual health polieiee wbjcct to policy form 
and premium rate approval |3I-71-930(A ,B)

Zmm
Charaertrleciei

Relevant demographic! o f email employer u  eaaeidared by 
ee rrtir In d a ttru in itlo n  o f pretniumi; claim* experience. health 
Batui, and duration o f  coverage era not cam eharaeleriatiee I 
§31-71-920(3)

Rating Reatrictioni Indax rate fo r one aiaae o f  huainca* ahali not exceed the indax 
rate fo r any other c lan  o f bualneu by more than 20%; fo r a clam 
o f  bu iiaeu , tha premium ntaa chaffed email am ploytn  with 
aimilar caaa ahancuriMiaa eh all not vary from the Indax rata by 
more than 23% I3S-71-940

Transitional Period 3 yeara (3g-7l-940(A)4 1

Renewal Ratios Trend plua 13% plua cbasgea in caac characuriabca 
«3S-7)-94Q(A)3(B)

Renewebilily Ouaranteed renewable except *for ceuee* |3 t-71-9J0

Whole Groupe Prohibit* carrier* from excluding any Individual from lha group; 
h .waver, in groupe o f 10 or laee, f ridance o f  Individual 
ineurabilUy may be required |3 I -  1-730(3)

Continuity o f 
Covere|e

Praexiwlng condition lim iutlona o f 12 mootha; oredil Iha ll be 
given for lima aerved under a p rior plan I f  lha eovengt la 
•elected whan the pcraon t in t  baeomaa eligible and tha covaraga 
la eontinuou*; aervka watting period* a n  not oooeiderad to 
interrupt cominuoui aervice (31-71-730(4)

Reinsurance Type No proviaion

R e in fu tuce  Price No proviaion

C ob Sharing No proviiion

AMMfDMOU No proviaion ||

Other ■

Effective Date January 1, 1992 ||

II



TENNESSEE VERMONT

Availability Guaranteed leeue (1992 S I 2571) |»(E) Guaranteed lame (40 l0e(4)d (l)

Group S'Ue 3-25 $3(24) 1-49 HO IQ a(l)

Individual Polieiea Doee oot apply to individual polieiea |8 (*,b ) M ay not o ffer •  health benefit plan or Ineuranco policy to 
Individual employed or nteabera o f  i  email group ee •  mean* o f 
circumventing the act (4OI0a(4)h(3)m

Co m

CiunetsrlH le*
Relevant demognphice o f  eeaall employer ae cooilderod by carrier 
In deienmoetioo o f premium*; cleiine eapeiier.ee. health etatue, 
and duration o f  coverage are not earn chanoteriitice 13(8)

The fo llow ing rich sleerificetion fac lon  ere prohibited: 
demographic rating, including ega end gender, geographic area 
rating, Induetry rating, medical underwriting and Kteening, 
experience rating, der rating, or durailonal rating; Comtnleeioner 
may by rule permit l i r r ie r *  to uec ooe or mote r i ik  
cleeaiflcetioa* (eOSOe(h)i

R*ung Reatriction* Index rare for one claaa o f  buaineee ehell not exceed (he index rete 
for eny o ta r  olete o f bueireeieby mote than 2 3 * ;  fo re  elaee o f 
bueinee*. the premium ntee charged amall employer* w ith e lm llir 
ceoe cbe.actartaice ehell oot very from the index rite  by mote 
then 3 3 *  |9(b)

Preaeume may not deviate by more than + / •  2 0 *  o f tha 
community rate filed by the email employer ca rr iir  $40S0a(h)2

TranriuonaJ Period 3 yeer* |9(b)7 In force buaineee w ill not be Mibject to the provtaioni o f the Act 
until t a  later o f the data o f  reoewal, enniveraary, or July 1, 1992 
fSlI2CB)b

Renewal Rating Trend plue 1 3 *  p lu i ebenge in  ceee cherecurieiies 9(b)3(1) No proviaioe

Renewtbiliiy Guaranteed renewable except 'fa r  eauee’  19(3) M u it guarantee ralee for r u  month*; uruiit guarantee eccapuncc 
|40 l0e (k)

Whole Group* No provirion Carrier m u * take entire group (4O*Ci(e)4(<0

Conitnuity of 
Coverage

Preexiating condition lim itation o f  12 month*: plane t a l i  credit 
the lin e  pereon * » •  covered under ■ prcvioue group health benefit 
p ltn  i f  f  revioue coverage wet cominuoue 30 deyi prior to the new 
coverage 29(1,2)

Preexixtifig condition Umltation o f  12 monthe; l ia iu iio u  t a i l  be 
waived i f  ta ra  i i  evidence o f  * ih«an tie lly  equivalent eontinuou* 
coverage during previoui 9 month* J4fl$0*(g)

Rainrurtnco Type Proepec live/with en opt-out (13(e) Preipeetive/m inditory for commercial*; partic ip inu m uit 
guarantee eolvansy w/out lim itation on a pr<Mtta b u l l  |40SOa(u)

Rein.rurenee Price Whole Group: 130 * 
Individual: 3 0 0 *  |13(g)2(c)

No proviiion

C o* Sharing S3,000 plue 1 0 *  o f  the next $30,000 |I3 (g)2(e) No proviaion

A jM inoenw Capped at i  ’k  o f  email employer premium*; formula to be eet by 
board but eetue be 3 0 *  to 1 3 0 *  o f  earria r't proportional ta re  o f  
all re inatrip i' e tn ie re ' amall employer premium* |l3 (hX 2 ,4 )

No proviiion

Other Ouanm M d teeue requirement impended I f  u i u m u h  cep ia 
reached |I3Q »4

Participation requirement •  7 3 *  o f  employee*; m o *  proviiion* 
do not apply to regnu red carrier* who on 1/1/91 and ta ra a lU r 
have errinen or eollected le u  than $100,000 in  annual grot* 
premium* for group health btaaCt p ltn *  |4 O I0 t(l)b (3 )l

Effective Date July 1, 1992; January 1, 1993 fo r preexieilng conditio* and 
gunrentaed renewable provieioce

July 1, 1992



A

VDUUNIA WISCONSIN

availability
•

Guaranteed laaua.' 131.2-3431(D) (*1993 KB 2353 amendment* 
awaiting Governor* ilgnatura)

Guaranteed iaaue (1992 A  653) |035.26

jro up  S at 2-23 for primary im a ll group, 2-30 for amall group 
§31.2-343 ((B)

2-25 8633.20(12)*

Individual Policie* Subject i f  eey portion c f  die premium* or benefiUi i* paid by the 
employer, i f  the employee la raimburaad o r I f  the plan i(  trailed u  
part o f  *  program for die purpoaa o f lb * US Internal Revenue 
Cod*. P>.2-3431(A)

Applies to individual p o lk ie i |633.02(B)

C ue
Characteristic*

Baaed on a community raw aubject to damognphio rating 
including eg*, gender end geography. May not uae claim 
experience, health riant* or duration. *

R e ljv u t  demographic* o f  email employer a* considered by 
carrier in  datsnmnauoe o f premiums; claim* expsrianca, health 
alatui. and duration o f  coverage are not can  cb in c te ru iic * 
16303.030)03). 639,11(4)

Rating Rctirictioo* Premium ratea charged by a cmell employer may dcviata above or 
below the contmunity rat* by no more than 20% for claim 
experience, health atanii and duration only during a rating period 
for euch group* w ith in eimilar dumographiei fo r tha um e or 
similar covaraga. Rating factor*, including cate chanetariatlei 
w ill be applied eoariiia iidy with reaped to all primary email 
employan in eimilar demographic*. Adjustment* in ntea for 
eUima experience, health »iatua and duration from i»rii* may oot 
be applied individually. *

Premium t* ::c  for small employer p lant w ith etruiiar com 
charactariities may not vary from  tha midpoint rat* fo r footc 
•mall amploycr* by more than 35 % o f  that midpoint rata 
§635.05(1)

Tranittional Pariod No proviiion 3 yeara

Renewal Rating No proviaion Trend phi* 15% p lu i ehanget in  case ehanetcairiica §635.05(2)2

Renawtbility Guaranteed renewable exeept 'fo r  eeuw* |3 I.2-3431(P) Guaranteed renewable except 'fo r  cauie* §635.07

Whoie Croup* Prohibit* camera from excluding individual* became o f health 
narna |3 t.2 -34 3 2 fl)(3 )

Insurer m uit offer coverage to the entire group

1635.250)

• Continuity o f 
Coverage

Preaxiating condition lim itation o f 12 month*; time d ia ll be 
credited to a penen covered uodur previoui individual or group 
eovenga In the email employer market o f  equal or greater value i f  
coverage wae contlnuouk 30 day* prior to naw covaraga, excluriv* 
o f applicahl* waiting periode. Late enrollca may be excluded far 
11 month*. |3I.2-3432(1)(3)

Preexiating condirinn lim itation o f 12 month*; credit iha ll be 
given to Individual* who were previously covered by qualifying 
coverage i f  the coverage wat eontinuou* 30 day* p rio r to the new 
coverage, exeluaiv* o f  applicahl* waiting pafioda §635.17

Rtinvuranee Type No proviaion Reinsurance type and m w am m ia  ahall be itudied by the Health 
Insurance Board §635.23

Reintutince Price No proviaion No prevision

Con Sharing No proviaion N o proviaion

Aaacaimentt No provision No proviaion

Other

Effective Due April 1, 1994 Day after publication

u



fj WYOMING

Availability Guaranteed lew * 126-19-308

Group Six* 2*23 126-19-302(odl)

Individual Policiet Doe* not apply w  individual p o lic iu  which arc aubjeei to 
approval far policy form 126-19-303

C ite
Character! Rica

Relevant demognphiea o f email en^loyer u  conaidend by 
carrier In determination o f  pramiuma; claim* axp erianca, health 
ita tu i, end duration o f  c o v in g * i n  not can* c h ir *  * ,r i: *sa
|26-19402CvO

Rating Reatricdona jvdcx rata fa r on* c la n  o f  butincae t tn l l  not exceed the Index 
rata fa r any othar c la u  o f  buainou by m on  than 20%; fo r a c lau  
o f  buetnaaa, lha premium n l u  cberged amall emptoyen with 
aimilar cau  charactariMiu aboil oot vary from the Index n ia  by 
m an  th in  25% 126-19404

Tnru ldona l Period 3 yean |26 -I9404 (a )v llj

Renewal Rating Trend plua 15% p lu i changu in  cae* ehanctcrU iici 
126-19404(*)ui(B)

Renew ability Guaranteed renewable except 'fo r  cau**' 126-19-305

Whole Group* In a u n n  are required to offer covens* to Ih* m t in  group 
|26-19406(e)vi

Continuity o f 
Cover* |t«

Pronlatlng condition lim itation o f 12 month*; credit iha ll be 
given fo r lime penoo wee pnvioualy covered i f  p tw iou * 
c o v in g *  wae eontinuou* 30 d*y* pnor to oaw eoveng*, 
exeluaiv* o f  eppllcabl* wailing period!, or for a penoo who 
beeoma unemployed and a n  provided cover*go i f  tha penon 
obtain* cntploymem and covcnge w ithin 60 day* |2 6 -19-3 W(e)i

Re la w  r* nee Type Pro *paet/vt/mandatory 126-19-307

Reineuriaee Price Whole G im p ; 150%
Individual: 500% |26-l9407(k)I.U

Cor Sharing 55,000 126-19-307(1)*,v

Aauaamana Not to aacaad 5% o f  the total amall group premiuma 
] 126-19407(n)A

Other
.

Effective Data |  No aariler than March 31,19*13 1
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COMPREHENSIVE SMAU. EMPLOYER PACKAOES

jj K U A NAIC

Availability
•

Guaranteed luue Guaranteed inu * (groupi o f 3*23)

Group Six* 3-23 1-23

Individual Polieici Individual poUciu told lo email employer eubjeet to Aci; however, 
i f M te h u  effective rate regulation, (he rilin g requirement* do not 
epply

Doe* epply to individual po lic itt; although drafting oota aeyt that 
eu iu may with to eonaideT exomptiog individual beahb polieiea 
from t>>* rating provirion*

Cue
Cbancuriitle i

Geography. age, tax, too o f employer, end other objective 
criteria; but doce ant include eiaiitu experience, health Mlue, or 
duration o f cove ra p

Small im ploytr camera may not tiae eaae chancuriadci other 
than eg*, lender, induavy, geographic ana, fhmiiy compotitioo, 
and group rize without prior approval o f CommUdoner

Rating Rcttriciion* Premium raici for email ccaployer plane with lim iter ctea 
cbancterisic i may oot very from the midpoint rate for ihoee email 
employer! by more dun 35% o f thet midpoint rate

Indax rote for ooa cla it o f buiinaia may not exceed the index rate 
for any other clau o f buainen by n o n  than 20%; for a cltta of 
bualneai, the premium n u i charged amall employcri with eimilar 
caee cturacterietlce ehell not very from the Index n u  by n o n  
diar 23%

T ru iit lo n il Period 3 yeara 3 yean

Rinewal Rating Trend plue 13% plue change* in ceee charectrrutice Trend plua 13% plua ehangu in ea>* characicristci

Renewubility Guennteed renewable except 'fo r cauie* Guaranteed renewable except 'fo r cauea'

Whole Group > Camera ntuat uite the entire group Camera muit taka die entire group

Continuity of 
Covtrng#

Plane m u* credit the time a pcreon wttt covered under ■ previoui 
employer-bated plan i f  ooverege w u  coadnuoui.

Plan* muit eradit tha time a penoo w u  covered by qualified 
previoui coven go provided the coveng* w u  continuoui; 
qualified previoui coverage i i defined u  Medicare. Medicaid. 
iBvloywr-hued health in u  ranee, or individual inaunnc* 
providing rimilar or axeeeding beotflu

Reinaurance Type Proepecti ve/mandatory Individual aataa w ill determlna whether to m»’ .e participation to 
reineuranee mandatory or voluntary

Riirwurance Price Whole Group; 150% 
Individual: 500%

Whol* Group; 130% 
Individual: 500%

Coet Sharing None Fuat 55000 o f reineured cliitsa p lu i 10% o f next 550.000

A taeum cnu 4% o f the premium o f m u ll employer market net o f rvirvturanee 
premium* peid

5 % o f die premium o f the snail employer market

Other Cerriara may raineui* ex iling burin*** end new addi

Effective Dew 1
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HIAA
1

* ? ^ 0 N  

H EA LTH  C A R E  

F IN A N C IN G  

F O R  A L L  I 

A M E R IC A N S

H O W  REIN SU R A N C E W O R K S

F or  m o r e  t h a n  t w o  ye ar s ,  t h e  H e a l t h  I n s u r a n c e  As so c ia t io n  o f  A m e r i c a  (HIAA)  h a s  b e e n  d e v e l o p i n g  
t h e  c o m p o n e n t s  o f  a  r e f o r m  p a c k a g e  d e s i g n e d  to  a d d r e s s  t h e  u n i q u e  r e q u i r e m e n t s  o f  t h e  sma l l  
e m p l o y e r  m a r k e t .  T h e s e  r e f o rm s ,  w h e n  t a k e n  as  a w h o l e ,  will  e n s u r e  fair  a c c e s s  to a n d  c o n t i n u a ­
t i o n  o f  c o v e r a g e  fo r  smal l  e m p l o y e r s  a n d  the i r  e m p l o y e e s .  T h e s e  r e f o r m s  c o n s t i t u t e  a m e a c . ' n g f u l  
ba s i s  fo r  e n h a n c i n g  a n d  e x p a n d i n g  h e a l t h  ca re  c o v e r a g e .

Small  e m p l o y e r s ,  u n l i k e  th e i r  l a r ge r  c o u n t e r p a r t s ,  a re  l ike ly  to  g o  in to  a n d  o u t  o f  b u s i n e s s  f r e q u e n t ­
ly. S imilar ly,  t h e i r  e m p l o y e e s  t e n d  to  m o v e  f rom job  to  job  f r e q u e n t l y .  Final ly,  sma l l  e m p l o y e r s  
c h a n g e  i n s u r a n c e  c a r r i e r s  m o r e  o f t e n  in a n  a t t e m p t  to  o b t a i n  m o r e  f a v o r a b l e  rates .  All o f  t h e s e  f a c ­
tors .  c o m b i n e d  w i t h  g r o w i n g  h e a l t h  c a r e  co s t  p r e s s u r e s ,  m a k e  it e x c e e d i n g l y  diff icul t  for  i n s u r a n c e  
ca r r i e r s  to  p r o v i d e  c o v e r a g e  to  t h e  sma l l  e m p l o y e r  a n d  t h e y  a l s o  m a k e  it m o r e  l ike ly  t h a t  i n d i v i d u a l s  
w’i th in  this  m a r k e t  will  l o s e  h e a l t h  c a r e  c o v e r a g e  at  s o m e  p o in t .  H I A A ’s  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  t a c k l e  t h e s e  p r o b l e m s  in a  r e a s o n a b l e  a n d  w o r k a b l e  m a n n e r .

T h e  HIAA p r o p o s a l  w o u l d  e n s u r e  th a t  a n y  smal l  e m p l o y e r  m a y  o b t a i n  c o v e r a g e  ( r e g a r d l e s s  o f  t h e  
h e a l t h  c o n d i t i o n  o f  its e m p l o y e e s  o r  t h e  in h e r e n t  a d m in i s t r a t iv e  b u r d e n s  t h e y  p o s e ) .  T h e  f o l l o w i n g  
e x a m p l e s  i l lus t ra te  h o w  th i s  w o u l d  w o r k .

SITUATION: T o m ' s  T r e e  T r i m m e r s  o p e n s  for  b u s i n e s s  w i t h  a  ful l - t ime  w o r k  fo r ce  o f  Five
e m p l o y e e s .  W i t h  w o r k e r s  e n g a g e d  in d a n g e r o u s  w o r k ,  w h e r e  s tat i st i cs  s u g g e s t  
th a t  p e r s o n a l  in ju ry  is far  m o r e  l ike ly  to  o c c u r  t h a n  in, sa y ,  a  c o m p u t e r  s a le s  a n d  
r e p a i r  ou t l e t ,  o b t a i n i n g  a f f o rd ab le  h e a l t h  i n s u r a n c e  m a y  b e  diff icult .  Let u s  s u p -  
p o  e  th a r  t w o  e m p l o y e e s ,  Har r y  a n d  Sam ,  h a v e  s e r i o u s  h e a l t h  p r o b l e m s ,  w h i c h  
i n s u r a n c e  c o m p a n i e s  t e r m  pre-ex i s t i ng co nd i t i o n s .  T o  o b t a i n  c o v e r a g e ,  t h e  
p r e s i d e n t  o f  T o m ' s  T r e e  T r i m m e r s  c o u l d  fa c e  t h e  f o l l o w in g  o p t i o n s :  t e r m i n a t e  
H a r r y ' s  a n d  S a m 's  e m p l o y m e n t ,  i n s u re  e v e r y o n e  e x c e p t  H a r r y  a n d  S am ,  o r  p r o ­
v i d e  n o  i n s u r a n c e  fo r  a n y  o f  th e  e m p l o y e e s .

SOLUTION: U n d e r  t h e  HIAA r e f o r m  p r o p o s a l ,  T o m ’s  T r e e  T r i m m e r s  w o u l d  n o t  b e  e x c l u d e d
f r o m  c o v e r a g e  b e c a u s e  it is e n g a g e d  in d a n g e r o u s  w o r k  o r  b e c a u s e  t w o  o f  its 
e m p l o y e e s ,  H a r r y  a n d  Sam,  h a v e  p r e - e x i s t i n g  c o n d i t i o n s .  Also,  t h e  c a r r i e r  s e l l i n g  
i n s u r a n c e  to  t h e  c o m p a n y  w o u l d  b e  p e r m i t t e d  t o  r e i n s u r e  H a r r y  a n d  S a m ,  t h e  
h i g h  r i sk  e m p l o y e e s  ( u n b e k n o w n s t  to  Ha r ry ,  S a m ,  a n d  t h e i r  e m p l o y e r ) ,  b y  p a y i n g  
a  r e i n s u r a n c e  p r e m i u m .  In e x c h a n g e  fo r  t h e  r e i n s u r a n c e  p r e m i u m ,  t h e  r e i n s u r e r  
w o u l d  a g r e e  t o  r e i m b u r s e  t h e  i n s u re r  fo r  H a r r y ' s  a n d  S a m 's  cos ts .

SITUATION: D u r i n g  t h e  c o u r s e  o f  t h e  y ea r  a  t h i r d  e m p l o y e e  a t  T o m ' s  T r e e  T r i m m e r s ,  G e o r g e ,
b e c o m e s  s e r i o u s l y  ill. Will his c o n d i t i o n  t l i r e a t e n  c o v e r a g e  for  h i m s e l f  o r  h is  
c o w o r k e r s ?

Health Insurance Association of America 
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SOLUTION:

SITUATION:

SOLUTION:

SITUATION:

SOLUTION:

SITUATION:

SOLUTION:

U n d e r  HIAA's  r e f o r m  p r o p o s a l ,  i n s u r a n c e  c o v e r a g e  w o u l d  b e  m a i n t a i n e d  fo r  all 
e m p l o y e e s ,  r e g a r d l e s s  o f  a n y  o f  t h e  e m p l o y e e s '  c o n d i t i o n s .  T o m ' s  T r e e  T r i m m e r s '  
i n s u r a n c e  ca r r i e r  w o u l d  b e  o b l i g a t e d  to  r e n e w  t h e  c o n t r a c t  ( u n l e s s  t h e  c o m p a n y  
fa i l ed  to  p a y  its p r e m i u m s  in a t i me ly  f a s h i o n  o r  w a s  d i s h o n e s t  w i t h  t h e  carrier"'

G e o r g e ,  w h o  h a s  h a d  se v er a l  m o n t h s  o f  p o o r  h ea l t h ,  is o n  t h e  r o a d  to  r e c o v e r y .
H e  d e c i d e s  t o  l e a v e  T o m ' s  T r e e  T r i m m e r s  to  g a i n  e x p e r i e n c e  a t  a  s m a l l  c o m p u t e r  
s a le s  a n d  r e p a i r  ou t l e t ,  t h e  C o r n e r  C o m p u t e r  C o m p a n y .  H e  is c o n c e r n e d  t h a t  h e  
wil l  n o t  b e  a b l e  to  o b t a i n  c o v e r a g e  w i t h  his  n e w  e m p l o y e r  b e c a u s e  o f  h i s  h e a l t h  
r e c o r d  w i t h  T o m ' s  T r e e  T r im m e r s .  H e  is a w a r e  tha t ,  p r io r  to  t h e  r e f o r m s  in t h e  
sm al l  e m p l o y e r  m a r k e t ,  e m p l o y e e s  w h o  c h a n g e d  j o b s  o r  e m p l o y e r s  t h a t  c h a n g e d  
ca r r i e r s  c o u l d  fa c e  re c u r r i n g  p r e - e x i s t in g  c o n d i t i o n  l imi ta t ions.  G e o r g e  re a l i z es  
t h a t  th i s  c o u l d  l e a v e  h i m  w i t h o u t  h e a l t h  c a r e  c o v e r a g e .

U n d e r  t h e  HIAA p r o p o s a l ,  G e o r g e  w o u l d  b e  g u a r a n t e e d  c o n t i n u i t y  o f  c o v e r a g e  
a n d  w o u i d  n o t  b e  s u b j e c t  to  a n y  n e w  p r e - e x i s t i n g  c o n d i t i o n  l im i ta t i on s  if h e  c h a n ­
g e s  jo b s  o r  hi s  e m p l o y e r  s w i t c h e s  car r ie r s ,  s i n c e  h e  sa t i s f i ed  t h o s e  w h i l e  
e m p l o y e d  b y  T o m ' s  T r e e  T r i m m e r s  ( thi s  a s s u m e s  tha t  G e o r g e  d i d  n o t  a l l o w  his  
c o v e r a g e  to  l a p s e  for a s u s t a i n e d  p e r i o d  o f  t im e) .

B o t h  T o m ' s  T r e e  T r i m m e r s  a n d  th e  C o r n e r  C o m p u t e r  C o m p a n y  a r e  c o n c e r n e d  
t h a t  t h e i r  h e a l t h  p r e m i u m s  will r ise i n o r d in a te l y  if o n e  o r  m o r e  e m p l o y e e s  is 
f o u n d  to  b e  s e r i o u s l y  ill.

U n d e r  t h e  HIAA p r o p o s a l ,  a n  i n s u r a n c e  ca r r i e r  w o u l d  h a v e  to  l imi t  h o w  m u c h  its 
r a tes ,  b a s e d  u p o n  t h e  g r o u p ’s  h e a l t h  h i s to ry,  v a r ie d .  Car r i er s  c o u l d  v a r y  t h e i r  r a tes  
fo r  s imi la r  s m al l  e m p l o y e :  g r o u p s  ( t h o s e  w i t h  s imi la r  d e m o g r a p h i c s ,  p l a n  ty p e ,  
a n d  g e o g r a p h i c  a r e a )  b y  n o  m o r e  t h a n  35 p e r c e n t  a b o v e  o r  b e l o w  t h e i r  m i d p o i n t  
r a te  ( t h e  m i d p o i n t  r a te  is h a l f w a y  b e t w e e n  t h e  ca r r i e r s  l o w e s t  a n d  h i g h e s t  r ate ) .  
C ar r i e r s  w o u l d  a l so  h a v e  to  l imit  the i r  i n d u s t r y  ra t i ng  a d j u s t m e n t  t o  15 p e r c e n t .  
Final ly,  t h e  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  for  a g r o u p  c o u l d  b e  n c  m o r e  t h a n  15 
p e r c e n t  a b o v e  t h e  ca r r i e r s  “t r e n d ’’ ( d e f i n e d  as  t h e  in c r e a s e  in t h e  l o w e s t  ne w '  b u s i ­
n e s s  ra te ) .  T o  re f l ec t  c o s t  d i f fe rent i a l s  b e t w e e n  m a n a g e d  ca r e  a n d  n o n - m a n a g e d  
c a r e  p r o d u c t s ,  ca r r i e r s  c o u l d  es t ab l i s h  s e p a r a t e  t r e nd s .

A n e w  f irm, T r e e  D o c t o r s ,  Inc. ,  o p e n s  for  b u s i n e s s  in t h e  s a m e  c o m m u n i t y  as  
T o m ' s  T r e e  T r i m m e r s .  Like its c o m p e t i t o r ,  T r e e  D o c t o r s  e m p l o y s  five e m p l o y e e s .  
At t h e  t i m e  it o p e n s  fo r  b u s i n e ss ,  all o f  its e m p l o y e e s  a re  h e a l t hy .  T h e  p r e s i d e n t  c f  
T r e e  D o c t o r s ,  Inc.  k n o w s  t h a t  h e  is in stiff c o m p e t i t i o n  w i t h  T o n i s  T r e e  T r i m m e r s .  
H e  is c o n c e r n e d  t h a t  h e  m a y  b e  a t  a  c o m p e t i t i v e  d i s a d v a n t a g e  if a n y  o f  h i s  c o s t s  
a r e  h i g h e r  t h a n  t h o s e  o f  T o m ' s  T r e e  T r i m m e r s .  S in ce  T o m ' s  T r e e  T r i m m e r s  h a s  
b e e n  in b u s i n e s s  for  s o m e  t ime ,  t h e  o w n e r  o f  T r e e  Do c t o rs ,  Inc.  is c o n c e r n e d  th a t  
h e  m a y  n o t  b e  a b l e  t o  p u r c h a s e  h e a l t h  i n s u r a n c e  c o v e r a g e  at  a  r a te  t h a t  wi l l  b e  
s im i l a r  t o  t h e  ra te s  c h a r g e d  to  h is  c o m p e t i t o r .

U n d e r  t h e  HIAA p r o p o s a l ,  t h e  avai l ab i l i ty  o f  r e i n s u r a n c e  c o m b i n e d  w i t h  t h e  
p r e m i u m  ra te  l imits  w o u l d  m o d e r a t e  t h e  p r e m i u m  d i f f e r e n c e  b e t w e e n  g r o u p s .  
T h e  HIAA p l a n  w o u l d  e n s u r e  t h a t  T r e e  D o c t o r s ,  Inc.  d i d  n o t  i n c u r  i n o r d i n a t e l y  
h i g h  p r e m i u m s  re la t ive  to  d e m o g r a p h i c a l l y  s im i l a r  f irms.

June 1991
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I  a m  J a n  A n d r e a  M e i s e l s ,  L e g i s l a t i v e  D i r e c t o r ,  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  

t h e  n a t i o n ' s  l e a d i n g  c o m m e r c i a l  i n s u r a n c e  c a r r i e r s  t h a t  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  a p p r o x i m a t e l y  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 - 4 0 .

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  t 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 r . -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
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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  

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  e x p e r i e n c e .

M r .  C h a i r m a 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 .  T h u s  f a r  2 4  

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

i n c l u d e s  s i m i l a r  r e f o r m s  a s  r e f l e c t e d  i n  S B - 4 0 .  S B - 4 0

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 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  o f  S B - 4 0  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 n d  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  rules 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  4 0  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  4 0  

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 y 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  

b e  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  o f  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  i n  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 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  i s  c o v e r e d  i n  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  ?. 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  l 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 .  

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  i n  

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 - 4 0  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 - 4 0  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
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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  i n  o n e  s m a l l
«

e m p l o y e r  g r o u p .

B e s i d e s  t h e  s m a l l  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  a b o v e ,  o n e  

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

o u r  h e a l t h  d e l i v e r y  a n d  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  i t  c a n  c o n t r o l  

c o 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  f r o m  t h e  s e m i n a l  R a n d  S t u d y  o f  

H M O s  i n  t h e  m i d  1 9 7 0 ' s  t o  t h e  r e c e n t  L a v e n t h o l  a n d  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  o f  m a n a g e d  c a r e  i n  t h e  C H A M P U S  

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

C H A M P U S  b e n e f i c i a r i e s  o f  $ 1 4 8 . 9  m i l l i o n  i n  1 9 8 8  a n d  1 9 8 9 ) .  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  o f  m a n a g e d  c a r e  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  d e v e l o p e d  b y  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  B o a r d .  S m a l l  e m p l o y e r s  a r e  a l s o  t h e  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 o r 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  o r  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  o f  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  i s  t o  i n c r e a s e  t h e  o v e r a l l  c o s t  o f  t h e  

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

r e l i e f  f o r  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  t o o  s m a l l  t o  

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  i n  1 9 8 9  b y  

a  U n i v e r s i t y  o f  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  1 6  p e r c e n t  o f  

s m a l l  e m p l o y e r s  n o 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  i n  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 ,  S B - 4 0  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  a n y  

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

r e n d e r e d  b y  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  i s  a  b r i e f  d i s c u s s i o n  o f  e a c h  s e c t i o n  o f  S B -

4 0 :

S e c t i o n  1 . P u r p o s e  —  d e s c r i b e s  t h e  p u r p o s e  o f  t h e  b i l l  b y  

s u m m a r i z i n g  t h e  i s s u e s  a d d r e s s e d  i n  S B - 4 0 .

S e c t i o n  2 . P r o h i b i t s  u n f a i r  m a r k e t i n g  p r a c t i c e s  d e l i n e a t e d  

i n  2 1 . b 6 . 1 8 0 .

S e c t i o n  3 . 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  a n y  

l a w s  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  o n  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  f o r  s e r v i c e s  o r  p r i c e s  o f  s e r v i c e s .

S e c t i o n  4 . 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  a n y  

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

c e r t a i n  p r o v i d e r s .

S e c t i o n  5 . 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 6 . 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  o f  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  —  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 ,  H M O s ,  a n d  m u l t i p l e  e m p l o y e r  w e l f a r e  

a r r a n g e m e n t s  ( w h i c h  i s  n o t  M e d i c a i d ,  b u t  a  " t e r m  o f  a r t "  

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

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

2 1 . 5 6 . 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  o f  

i n s u r e r s  d o i n g  b u s i n e s s  i n  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



V

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  o f  s e a t s  t o  

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

2 1 . 5 6 . 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  o f  t h e  A s s o c i a t i o n  

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

r e i n s u r a n c e  w i l l  b e  p r o v i d e d  a n d  i s s u e d ,  a s  w e l l  a s  d e v e l o p i r . g  

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

r a t e s .

2 1 . 5 6 . 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  t o  s u b m i t  a

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

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

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

a n d  h e a r i n g ,  t o  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 .

2 1 . 5 6 . 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  f o r  r e i n s u r a n c e  o f  

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

e m p l o y e e s .  B y  r e q u i r i n g  c a r r i e r s  t o  a c c e p t  g r o u p s / i n d i v i d u a l s  

w i t h i n  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  r i s k s ,  i n s u r e r s  n e e d  

a s s i s t a n c e  i n  s p r e a d i n g  t h e  g r e a t e r  r i s k ,  t h e r e f o r e ,  t h e  

e s t a b l i s h m e n t  o f  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 .  C a r r i e r s  a r e  

r e q u i r e d  t o  p a y  t h e  f i r s t  $ 5 , 0 0 0  o f  c l a i m s  b e f o r e  r e i n s u r a n c e  

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

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

p r e m i u m  p r i c e  ( p a i d  b y  t h e  i n s u r e r  t o  t h e  r e i n s u r a n c e  m e c h a n i s m )  

i s  c a p p e d  ( 1 . 5  t i m e s  t h e  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  f o r  

g r o u p s  a n d  5 . 0  t i m e s  f o r  i n d i v i d u a l s )  t o  e n c o u r a g e  c a r r i e r s  t o  

p a r t i c i p a t e  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  t h e  a g g r e g a t e  t h e  

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

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
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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  a l l  

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

c o v e r a g e  u n d e r  t h e  c h a p t e r  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 ,  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  E R I S A ,  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 m a l l  e m p l o y e r s .  A s s e s s m e n t s  a r e  c a p p e d  a t  

f i v e  p e r c e n t  o f  p r e m i u m s  c h a r g e d  f o r  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  c e d e  ( p l a c e )  r i s k  t o  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  o r  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 j . c e  f o r  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  a r e  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  a s  t h e y  m a y  o n l y  a t t e m p t  t o  

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  b e l 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  u p  t o  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  i n  a  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  i s  

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

This 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  b e  m o d i f i e d  t o  r e f l e c t  t h e  p o r t i o n  

o f  t h e  r i s k  c e d e d  t o  t h e  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  b e  d i f f e r e n t  f r o m  t h e  b e n e f i t s  d e t e r m i n e d  t o  b e  

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

2 1 . 5 6 . 0 6 0  —  e s t a b l i s h e s  t h e  m e m b e r  h e a l t h  b e n e f i t  p l a n  c o m m i t t e e  

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



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

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

a r e  r e q u i r e d  t o  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  

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

m a n a g e m e n t ,  h o s 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  b y  t h e  A s s o c i a t i o n .

2 1 . 5 6 . 0 7 0  —  r e q u i r e s  t h a t  e v e r y  t w o  y e a r s  t h e  b o a r d  w i l l  r e p o r t  

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

a c t .

2 1 . 5 6 .  0 8 0 - 2 1 . 5 6 . 1 0 0  —  e x e m p t s  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  A c t ,  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  o f  t h e  A s s o c i a t i o n  b o a r d .

2 1 . 5 6 . 1 1 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  t o  a l l  h e a l t h  i n s u r a n c e  p l a n s  f o r  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  i f  t h e y  p r o v i d e  c o v e r a g e  t o  2 - 2 5  e l i g i b l e  

e m p l o y e e s  a n d  t h e  e m p l o y e r  p a y s  a l l  o r  p a r t  o f  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  i s  a p p l i c a b l e  t o  t h e  I R S  c o d e  s e c t i o n  2 6  U . S . C .  

1 0 6  o r  2 6  U . S . C .  1 6 2 .

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

( 2 5  e m p l o y e e s  o r  l e s s )  f r o m  a n y  r e s t r i c t i o n s  o n  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  f o r  

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  t h e  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  o r  c l a s s e s  o f  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  t h e  a f f o r d a b i l i t y  o f  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  t o  A l a s k a  

r e s i d e n t s .
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2 1 . 5 6 . 1 2 0  —  P r e m i u m  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  a n d  p r e d i c t a b i l i t y  o f  r a t e s .

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  i n  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  t o  v a r y  r a t e s  f o r  g r o u p s  i n  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  d e s i g n .  S p e c i f i c a l l y ,  

a n  i n s u r e r s  p r e m i u m s  f o r  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  3 5  p e r c e n t  f r o m  t h e  c a r r i e r ' s  i n d e x  r a t e  ( a r i t h m e t i c  a v e r a g e  

o f  a p p l i c a b l e  b a s e  r a t e  a n d  h i g h e s t  r a t e ) . T h e r e  i s  a l s o  a  1 5  

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 .  F i n a l l y ,  c a r r i e r s  w o u l d  h a v e  t o  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  t o  n o  m o r a  t h a n  1 5  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  ( t h e  y e a r - t o - y e a r  i n c r e a s e  i n  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  o f  a n d  a c c e s s i b i l i t y  t o  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  r a t e s .

C a r r i e r s  a r e  a l s o  r e q u i r e d  t o  d i s c l o s e  i n  i t s  s o l i c i t a t i o n  

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

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

a n n u a l  a c t u a r i a l  c e r t i f i c a t i o n  w i t h  t h e  d i r e c t o r .

2 1 . 5 6 . 1 3 0  - -  R e n e w a b i l i t y  o f  C o v e r a g e .  L i s t s  s p e c i f i e d  r e a s o n s  

w h y  a  h e a l t h  p l a n  m a y  n o t  b e  r e n e w e d ,  i . e . ,  n o n p a y m e n t  o f  

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

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

c o n t r i b u t i o n s ,  e t c .  S p e c i f i e s  s t e p s  a  c a r r i e r  m u s t  t a k e  i f  t h e  

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

2 1 . 5 6 . 1 4 0  —  R e q u i r e d  o f f e r  o f  C o v e r a g e .  A s  a  c o n d i t i o n  o f  d o i n g  

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

b e n e f i t  p l a n .  T h e  b a s i c  a n d  s t a n d a r d  p l a n s  a r e  f i l e d  w i t h  t h e
«

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

2 1 . 5 6 .  1 5 0  —  R e q u i r e d  H e a l t h  B e n e f i t  P r o v i s i o n  • .  B e n e f i t  p l a n s  

m a y  n o t  d e n y ,  e x c l u d e  o r  l i m i t  b e n e f i t s  f o r  m o r e  t h a n  1 2  m o n t h s  

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

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

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  w o u l d  h a v e  t o  

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  i f  t h e y  

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

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  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 .  C a r r i e r s  m u s t  o f f e r  c o v e r a g e  t o  a l l  

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

i n d i v i d u a l s .

2 1 .  5 6 , ; 6 0  —  E x e m p t i o n  F r o m  R e q u i r e d  O f f e r  o f  C o v e r a g e .

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

t h e  s m a l l  e m p l o y e r  n o t  l o c a t e d  i n  c a r r i e r ' s  g e o g r a p h i c  a r e a ;  t h e  

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

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

c e a s e d  e n r o l l i n g  n e w  e m p l o y e r  g r o u p s  b e f o r e  J a n u a r y  1 ,  1 9 9 3 .

2 1 . 5 6 . 1 7 0  —  C o n d i t i o n s  F o r  C e a s i n g  T o  D o  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  d o  b u s i n e s 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  a r e  r e q u i r e d  

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

r e q u i r e d  t o  b e  c o n t i n u e d  f o r  o n e  y e a r  a f t e r  t h e  d a t e  o f
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n o t i f i c a t i o n .  A n  i n s u r e r  i s  a l 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  f o r  a t  l e a s t  f i v e  y e a r s  f r o m  t h e  d a t e  t h e  

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  i n  

t h i s  A l a s k a  m a r k e t .

2 1 . 5 6 . 1 8 0  —  F a i r  M a r k e t i n g  S t a n d a r d s .  S p e c i f i e s  s t a n d a r d s  f o r  

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

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

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

c l a i m s  e x p e r i e n c e ,  e t c .  o f  s m a l l  e m p l o y e r s .

2 1 . 5 6 . 1 9 0  —  M a n d a t o r y  R e i s s u e  o f  C o v e r a g e .  I n  o r d e r  t h a t  

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

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

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

e m p l o y e r  i f  i t  w a s  n o n r e n e w e d  a f t e r  J a n u a r y  1 ,  1 9 9 3 .

2 1 . 5 6 . 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  a l l  t h e  t e r m s  

u s e d  i n  t h i s  c h a p t e r .

S e c t i o n s  6 . 7 . 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 M O s .  T h e r e f o r e ,  i t  i s  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  o f  HMO f o r  t h e s e  p u r p o s e s  t o  t h e  

p r o v i s i o n s  c f  t h i s  c h a p t e r .  S e c t i o n s  6  a n d  7  a c h i e v e  t h i s  

p u r p o s e .

S e c t i o n s  8 . 9 . 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 f 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 ,  i t  i s  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  o t h e r  s e c t i o n s  

o f  t h e  i n s u r a n c e  c o d e  r e l a t e d  t o  t h e s e  o r g a n i z a t i o n s  f o r  t h e  

p u r p o s e  o f  a p p l i c a b i l i t y  t o  t h i s  c h a p t e r .
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S e c t i o n  1 0 . P r e m i u m  R a t e  R e s t r i c t i o n .  T h i s  a d d r e s s e s  

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

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

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

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

r a t e  r e s t r i c t i o n s .

S e c t i o n  1 1 . T r a n s i t i o n .  N o t  a l l  s e c t i o n s  o f  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  o f  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 ,  1 9 9 3  e f f e c t i v e  d a t e .

S e c t i o n  1 4 . L i s t s  t h e  e f f e c t i v e  d a t e  o f  t h e  c h a p t e r  a s  J u l y  

1 ,  1 9 9 3 .
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M a r c h  1 ,  1 9 9 3

S e n a t o r  T i m  K e l l y  
C h a i r m a n
H e a l t h ,  E d u c a t i o n  & S o c i a l  

S e r v i c e s  C o m m i t t e e  
A l a s k a  S t a t e  S e n a t e  
S t a t e  C a p i t o l

D e a r  S e n a t o r  K e l l y :

A S H N H A ,  r e p r e s e n t i n g  c o m m u n i t y  h o s p i t a l s  a n d  n u r s i n g  h o m e s  
a c r o s s  t h e  s t a t e  s u p p o r t s  S B  4 0 ,  p r o v i d i n g  f o r  g r o u p  h e a l t h  
i n s u r a n c e  f o r  s m a l l  e m p l o y e r s .

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

W e w o u l d  u r g e  t h e  c o m m i t t e e  t o  m o v e  a h e a d  i n  a p p r o v i n g  S B  4  0  
a s  a  p o s i t i v e  s t e p  t o w a r d s  r e f o r m i n g  A l a s k a ’ s  h e a l t h  c a r e  s y s t e m .

A n y  h e a l t h  r e f o r m  p r o p o s a l  c a n  e n c o m p a s s  w h a t  w i l l  b e  
a c c o m p l i s h e d  u n d e r  S B  4 0 .

J u n e a u ,  A K  9 9 8 0 1 R e :  S u p p o r t  S B  4 0 ;  H e a l t h  I n s u r a n c e  
S m a l l  E m p l o y e r s

S i n c e r e l y .
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C h a i r m a n ,  m e m b e r s  o f  t h e  C o m m i t t e e ,  my n am e  i s  R a s a  J e r r a l , a n d  I  am
t h a  S t a t a  D i r e c t o r  f o r  t h e  N a t i o n a l  F e d e r a t i o n  o f  I n d e p e n d e n t
B u s i n e s s  • N F I B / A 1 a a k a . I  am h a p p y  t o  b e  h e r e  t o d a y  i n  s u p p o r t  o f
SB 173.

BACKGROUND
N F I B / A 1 a s k a  i s  c o m p r i a e d  o f  5,000 s m a l l  a n d  i n d e p e n d e n t  b u s i n e s s  
o w n e r s .  T h e  l e g i s l a t i v e  a g e n d a  o f  N F I B / A l a s k a  i s  d e t e r m i n e d  b y  o u r
b a l l o t .  T h e  b a l l o t  i s  o u r  a n n u a l  p o l l  o f  o u r  m e m b e r s  on  a  s e r i e s  o f  
i s s u e s  d e e m e d  c r i t i c a l  t o  s m a l l  b u s i n e s s .  A m a j o r i t y  v o t e ,  o f  t h e  
m e m b e r s  i n  r e s p o n s e  t o  t h e  p o l l ,  s e t s  o u r  p o l i c y  a n d  p o s i t i o n  o n  
l e g i s l a t i v e  i s s u e s .

F o r  t h e  r e c o r d  t h e  f o l l o w i n g  a r e  t h e  r e s u l t s  o f  t h e  1991 N F I B / A l a s k a  
b a l l o t  q u e s t i o n s  r e g a r d i n g  h e a l t h  i n s u r a n c e *

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

Y e s  72*/. No 177. U n d e c i d e d  117.

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

Y e s  50% No 197. U n d e c i d e d  317.

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

Y e s  90'i No 5% U n d e c i d e d  3%

Th e  N F I B  F o u n d a t i o n  S u r v e y  n a t i o n w i d e  f i r s t  f o u n d  h e a l t h  i n s u r a n c e  
l i s t e d  a a  a  k e y  c o n c e r n  f o r  s m a l l  b u s i n e s s  I n  1986 w h e n  I t  w a s  c i t e d  
a s  t h e  n u m b e r  o n e  p r o b l e m  f o r  s m a l l  b u s i n e s s  o w n e r s  o u t  o f  75 
p o t e n t i a l  p r o b l e m .  A g a i n  i n  1990, 927. o f  s m a l l  b u s i n e s s  o w n e r s  
c h a r a c t e r i s e d  h e a l t h  i n s u r a n c e  a s  a  " s e r i o u s  p r o b l e m * ' .  T h e  N F I B  
F o u n d a t i o n  r e c e n t l y  r e l e a s e d  S u r v e y ,  P r o b l e m s  a n d  P r i o r i t i e s ,  i t  
l i s t e d  t h e  c o s t  o f  h e a l t h  i n s u r a n c e  a s  s t i l l  t h e  n u m b e r  o n e  p r o b l e m .  
No o t h e r  d i f f i c u l t y  w a s  c l o s e .  S i x t y - o n e  <61) p e r c e n t  r a n k e d  t h e  
p r o b l e m  " c r i t i c a l , "  t h e  m o s t  e x t r e m e  a s s e s s m e n t  i t  c o u l d  b e  g i v e n .

On 1992 b a l l o t  we a s k e d  o u r  m e m b e r s  i n  A l a s k a  t o  c h o o s e  f r o m  e l e v e n  
(11) p r o b l e m  a r e a s  -  t h e  m o s t  c o s t l y  o r  b u r d e n s o m e  p r o b l e m  t h e y  f a c e d



^nd  t h e  t o p  t w o  w e r e s  #1  w o r k e r s  c o m p e n s a t i o n  c o s t  a n d ,  #2 h e a l t h  i n s u r a n c e  f o r  e m p l o y e e s .

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

T h e  a b i l i t y  o f  t h e  s m a l l  b u s i n e s s  o w n e r  t o  p r o v i d e  i n s u r a n c e  i s  
g r e a t l y  i n f l u e n c e d  b y  t h e  h i g h  c o a t s  o f  p r e m i u m s  a n d  p r o f i t a b i 1i t y  o f  
t h e  b u s i n e s s .  F o r  m an y  s m a l l  b u s i n e s s  t h e  s k y r o c k e t i n g  a n n u a l  
p r e m i u m  i n c r e a s e s ,  s m a l l  p r o f i t  m a r g i n s ,  s t r u g g l i n g  r e g i o n a l  
e c o n o m i e s ,  a n d  r e s t r i c t e d  c a s h  f l o w  a l l  c o n t r i b u t e  t o  t h e  i n c r e a s i n g  
d i f f i c u l t y  s m a l l  b u s i n e s s  o w n e r s  h a v e  i n  p u r c h a s i n g  h e a l t h  i n s u r a n c e .  
I f  t h e  c o s t  o f  p u r c h a s i n g  o r  c o n t i n u i n g  t o  p r o v i d e  h e a l t h  i n s u r a n c e  
c o n t i n u e s  i n c r e a s i n g ,  s m a l l  b u s i n e s s  o w n e r s  w i l l  b e  f o r c e d  t o  
i n c r e a s e  e m p l o y e e  c o n t r i b u t i o n s ,  c u t  b e n e f i t s ,  r a i s e  d e d u c t i b l e s  o r  
i n  s o m e  c a s e s  d r o p  c o v e r a g e  a l t o g e t h e r .

S m a l l  b u s i n e s s  a r e  m o s t  s e v e r e l y  i m p a c t e d  b y  a d v e r s e  s e l e c t i o n ,  
t h e  d e m o g r a p h i c s  o f  t h e  w o r k  f o r c e  ( s u c h  a s ,  a g e  a n d  g e n d e r  o f  
e m p l o y e e s  a n d  t h e  h o u r s  t h e y  w o r k ) ,  h i g h e r  e m p l o y e e  t u r n o v e r  
r e s u l t i n g  i n  u n p r e d i c t a b l e  p a r t i c i p a t i o n  r a t e s ,  a n d  a l a c k  o f  
e x p e r t i s e  a n d  c l o u t  i n  p u r c h a s i n g  p l a n s .  B y  v i r t u e  o f  t h e i r  s i z e ,  
s m a l l  b u s h i n e s s e s  h a v e  v e r y  l i t t l e  a c c e s s  t o  c o s t  c o n t a i n m e n t  
m e c h a n i s m s  a v a i l a b l e  t o  l a r g e  f i r m s  s u c h  a s  s e l f - i n s u r a n c e .  B e i n g  
u n a b l e  t o  o b t a i n  t h e  b e n e f i t s  o f  s e l f - i n s u r a n c e  t h e y  m u s t  c o m p l y  w i t h  
e x p e n s i v e  s t a t e  m a n d a t e s ,  p a y  s t a t e  p r e m i u m  t a x e s  a n d  s h o u l d e r  a  
l a r g e r  p o r t i o n  o f  t h e  c a r r i e r ' s  a d m i n i s t r a t i v e  e x p e n s e s .

SMALL B US INES S  MARKET REFORM

S m a l l  b u s i n e s s  o w n e r s  d e s i r e  t o  b u i l d  o n  t h e  e x i s t i n g  h e a l t h  c a r e  
s y s t e m .  SB 173 i s  a  v o l u n t a r y  h e a l t h  i n s u r a n c e  p r o g r a m  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  1 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  
s m a l l  b u s i n e s s e s *  I t  i s  a  v i a b l e  m e a n s  o f  p r o v i d i n g  h e a l t h  i n s u r a n c e  
t c  t h e  u n i n s u r e d  p o p u l a t i o n  i n  A l a s k a .

S t a t e  m a n d a t e s  c u m u l a t i v e l y  c a n  r a i s e  t h e  c o s t  o f  h e a l t h  i n s u r a n c e  
f o r  s m a l l  b u s i n e s s e s .  SB 173 h a s  a p r o v i s i o n  t h a t  s t a t e  m a n d a t e s  d o  
n o t  a p p l y  t o  h e a l t h  b e n e f i t  p l a n s  p r o v i d e d  t o  s m a l l  e m p l o y e r s .  T h i s  
w i l l  a l l o w  t h e  i n s u r a n c e  i n d u s t r y  t o  d e s i g n  b a s i c  h e a l t h  i n s u r a n c e  
p o l  i  c l e s .

I t  a l s o ,  r e q u i r e s  t h e  s m a l l  e m p l o y e r  i n s u r e r s  t o  d i s c l o s e  i n f o r m a t i o n  
r e l a t i n g  t o  p r e m i u m  r a t e s  a n d  h e a l t h  b e n e f i t  p l a n s *  I t  r e q u i r e s  
i n s u r e r s  t o  d e s c r i b e  i n  d e t a i l  t h e i r  r a t i n g  p r a c t i c e s  a n d  r e n e w a l  
u n d e r w r i t i n g  p r a c t i c e s .  P r o v i d i n g  t h i s  i n f o r m a t i o n  w i l l  h e l p  s m a l l
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b u s i n e s s  o w n e r s  t o  b e  b e t t e r  i n f o r m e d .  T h e  C o n g r e s s i o n a l  B u d g e t  
O f f i c e  b e l i e v e s  t h a t  " g i v i n g  c o n s u m e r s  t h e  i n f o r m a t i o n  t h e y  n e e d  t o  
m a k e  m o r e  I n f o r m e d  d e c i s i o n s  m i g h t  e n h a n c e  b o t h  t h s  q u a l i t y  a n d  c o s t -  
e f f e c t i v e n e s s  o f  c a r e . "

T h a n k  y o u  f o r  t h e  o p p o r t u n i t y  t o  c o m m e n t  o n  t h i s  l e g i s l a t i o n .  
N F X B / A l a s k a  h a s  a n d  w i l l  c o n t i n u e  t o  s u p p o r t  t h i s  a n d  o t h e r  
l e g i s l a t i o n  t h a t  w i l l  h e l p  ma k e  p r i v a t e l y  a d m i n i s t e r e d  h e a l t h  
i n s u r a n c e  m o r e  a c c e s s i b l e ,  r e n e w a b l e ,  p r e d i c t a b l e  a n d  s t a b l e  f o r  
s m a l l  b u s i n e s s e s .
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SMALL EMPLOYER MARKET REFORMS

P r e - 1 9 9 1

C o m p r e h e n s i v e  P a c k a g e
stales which have enacted a comprehensive, 
or near-comprehensive small employer package

Connecticut (1990)t 
Hawaii (1974)

stales which have enacted select precepts 
of small employer market reform*

Georgia (1990)

1991
C o m p r e h e n s i v e  P a c k a g e  
passed in 1991

Ma ss ac hu se t t s  
N o r th  C a r o l i n a *
O r e g o n
S out h  C a r o l i n a *  
V e r m o n t

Part ial  Pac ka ge
effective 1991

C ol or ad o  
Ne br as k a  
N e w  Me xico  
Nor th  Da ko ta  
W e s t  Vi rgin ia

1992
C o m p r e h e n s i v e  P a c k a g e
passed in 1992

California New Hampshire*
Delaware* New York
Florida* Rhode Island*
Iowa* Tennessee*
Kansas* Virginia*
Maine Wisconsin
Minnesota Y/yoming*
Missouri*

Comprehensive Package Proposals
strong prospects for passage in this session

New Jersey 
Ohio
Pennsylvania

Part ial  Package  
effective 1992

Arkan sas  
Indiana  
Lo uis iana  
Sou th  Da kota

Other
passed at least one chamber prior to adjournment

Alaska Maryland
Arizona Washington
Colorado
Georgia
Idaho

* For listing of specific precepts, refer to following chart 
t Docs not require insurer* to guarantee issue coverage

t Generally follows HIAA/NAIC model 
•• Awaiting Governor's signature



) )

Guaranteed 
;; Access

Coverage o f 
Whole Groups

Renew ability 
of Coverage

Continuity 
o f Coverage

Premium 
Pricing Limits

R ef.' Year j

A rk a n s a s • 423-86-204 ,205 1 9 9 2  |

C a l i fo rn ia AB 1672 1 9 9 2  I
C o lo ra d o 410-8-116.5 1 9 9 1 I
C o n n e c t i c u t * * 438a-567 1 9 9 0  I

D e la w a r e * * HB 571 1 9 9 2  |

F lo r id a * * HB2457/SB2390 1 9 9 2  1

G e o rg ia 433-27-8 1 9 9 0

H a w a ii . HRS 41-51 1 9 7 4

In d ia n a 1C 27-8 15 1 9 9 2

I o w a * * HB 2370 1 9 9 2

K a n s a s * * . SB 561 1 9 9 2

L o u is ia n a H1994/S91 3,925 1 9 9 2

M a in e LD 701 1 9 9 2

M a s s a c h u s e t ts Chaplor 176J 1 9 9 2  |

M in n e s o ta HF2800/SF2603 1 9 9 2  |

M is s o u r i * * SB 796 1 9 9 2

N e b ra s k a IB  419 423.24 1 9 9 1

N e w  H am p . m HB 321 /HB 411 1 9 9 2

Legislation covering this precept has been s , Legislation covering this precept is under serious
enacted, or is on Governor’s desk ' § w, consideration in the current session (19921

*  Statutory citations or bill numbers. For states which have enacted partial packages and are presently considering comprehensive 
reform, the listing refers to the proposed legislation.

Package is substantially similar to the NAIC Model.



O re g o n

S o . C a ro l in a

S o u th  D a k o ta

T e n n e s s e e

V ir g in ia

W e s t V irg in ia

W is c o n s in

W y o m in g *  •

P e n n s y lv a n ia  

R h o d e  Is la n d

Coverage o f RenewabA'ty Continuity
Whole Groups o f Coverage o f Coverage

•t ’ " *  r - * j < <■ AB 757/SB 371 1 9 9 2  |

' SB 50415 .A ,6 .A 1 9 9 1  1

AB 12350 A 1 9 9 2

158-50-130 1 9 9 1  |

HB 1539 1 9 9 1 I

Premium 
Pricing Limits

HB 478 . SB 240

SB 1070

SB I066 .HB2S80

HB 9011

138-71-920-950

SB 229 13.4

HB2449/SB2578

14080a

SB 505

133 -160 5.7

AB 655

SF 22

Ref.

1 9 9 2

1 9 9 1

1 9 9 2

1 9 9 2

1 9 9 1

1 9 9 2

1 9 9 2

1 9 9 1

1 9 9 2

1 99 1

1 9 9 2

1 9 9 2

Year

H e a lth  In s u ra n c e  A s s o c ia t io n  o f A m e r ic a  
O c to b e r 2 3 , 1 9 9 2



S M A L L  E M P L O Y E R  M A R K E T  R E FORMS

A v a i l a b i l i t y  

G r o u p  s i z e  

C a g e
C h a r a c t e r i s t i c s

R a t i n g
R e s t r i c t i o n s

T r a n s i t i o n a l
P e r i o d

R e n e w a l
R a t i n g

R e n e w a b i l i t v

W h o l e  G r o u p s

c o n t i n u i t y  
o f  C o v e r a g e

N A I C

G u a r a n t e e d  i s s u e

1 - 2 5

G e o g r a p h y ,  a g e ,  s e x ,  
s i z e  o f  e m p l o y e r ,  
a n d  o t h e r  o b j e c t i v e  
c r i t e r i a  b u t  d o e s  n o t  
i n c l u d e  c l a i m  e x p e r ­
i e n c e ,  h e a l t h  s t a t u s  
o r  d u r a t i o n  o f  
c o v e r a g e

W i t h i n  a c l a s s  o f  
b u s i n e s s ,  t h e  r a t e s  
f o r  s i m i l a r  g r o u p s  
may  n o t  v a r y  f r o m  
t h e  i n d e x  r a t e  b y  
m o r e  t h a n  2 5 % .  T h e  
i n d e x  r a t e  f o r  a n y  
i n s u r e r ' s  c l a s s  o f  
b u s i n e s s  m a y  n o t  
e x c e e d  a n o t h e r  c l a s s  
o f  b u s i n e s s  b y  m o r e  
t h a n  2 0 % .

3 y e a r s

SB 173

G u a r a n t e e d  i s s u e

2 - 2 5

G e o g r a p h y ,  a g e ,  s e x ,  
s i z e  o f  e m p l o y e r ,  
a n d  o t h e r  o b j e c t i v e  
c r i t e r i a  b u t  d o e s  n o t  
i n c l u d e  c l a i m  e x p e r ­
i e n c e ,  h e a l t h  s t a t u s  
o r  d u r a t i o n  o f  
c o v e r a g e

A n  i n s u r e r ' s  r a t e s  f o r  
s i m i l a r  g r o u p s  m a y  n o t  
v a r y  f r o m  a p p l i c a b l e  
i n d e x  r a t e  b y  m o r e  
t h a n  3 5 % .

3 y e a r s

T r e n d  p l u s  1 5% p l u s  
c h a n g e s  i n  c a s e  
c h a r a c t e r i s t i c s

G u a r a n t e e d  r e n e w a b l e  
e x c e p t  " f o r  c a u s e "

M u s t  t a k e  w h o l e  g r o u p

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

T r e n d  p l u s  1 5 %  p l u s  
c h a n g e s  i n  c a s e  
c h a r a c t e r i s t i c s

G u a r a n t e e d  r e n e w a b l e  
e x c e p t  " f o r  c a u s e "

M u s t  t a k e  w h o l e  g r o u p

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



NAIC SB 173

R e i n s u r a n c e

R e i n s u r a n c e
P r i c e

c o s t  s h a r i n g

A s s e s s m e n t s

M i n i m u m
P a r t i c i p a t i o n
R e q u i r e m e n t s

C l a s s  o f  
B u s i n e s s  R a t i n g

I n d u s t r y  R a t i n g

R e i n s u r a n c e
B o a r d

P r o s p e c t i v e  w i t h  o p t  
o u t .  I n s u r e r s  e l e c t  
w h e t h e r  t o  p a r t i c i ­
p a t e  i n  t h e  r e i n s u r ­
a n c e  m e c h a n i s m .

1 5 0 %  f o r  w h o l e  g r o u p s  
5 0 0 %  f o r  i n d i v i d u a l s

F i r s t  $ 5 0 0 0  o f  c l a i m s  
a n d  1 0% o f  n e x t  
$ 5 0 , 0 0 0  i n  c l a i m s

5% o f  t h e  p r e m i u m  o f  
s m a l l  e m p l o y e r  m a r k e t

C o n s i d e r a t i o n  o f  
d u a l  p a r t i c i p a t i o n  
r e q u i r e d

I n c l u d e d

M a n d a t o r y  p r o s p e c t i v e .  
I n s u r e r s  m u s t  
p a r t i c i p a t e  i n  t h e  
r e i n s u r a n c e  m e c h a n i s m .

1 5 0 %  f o r  w h o l e  g r o u p s  
5 0 0 %  f o r  i n d i v i d u a l s

F i r s t  $ 5 0 0 0  o f  c l a i m s

5% o f  t h e  p r e m i u m  o f  
s m a l l  e m p l o y e r  m a r k e t

N o t  i n c l u d e d

N o t  i n c l u d e d

M a x i m u m  15% a b o v e  
l o w e s t  r a t e  f a c t o r  
a s s o c i a t e d  w i t h  a n y  
i n d u s t r y  c l a s s i f i ­
c a t i o n s  .

E i g h t  m e m b e r s ,  w i t h  
I n s u r a n c e  D i r e c t o r  
a s  e x - o f f i c i o  m e m b e r ,  
D i r e c t o r  a p p o i n t s .  
M e m b e r s  t o  i n c l u d e  
r e p r e s e n t a t i v e s  o f  
s m a l l  e m p l o y e r s  a n d  
i n s u r e r s ,  w i t h  a t  
l e a s t  5 r e p r e s e n t a ­
t i v e s  o f  r e i n s u r i n g  
c a r r i e r s .

A r a t e  f a c t o r  m a y  
n o t  v a r y  b y  m o r e  t h a n  
1 5 %  f r o m  a r i t h m e t i c  
a v e r a g e  o f  h i g h e s t  a n d  
l o w e s t  r a t e  f a c t o r s  
a s s o c i a t e d  w i t h  a l l  
i n d u s t r y  c l a s s i f i c a ­
t i o n s  .

N i n e  m e m b e r s ,  s e l e c t e d  
b y  p a r t i c i p a t i n g  
m e m b e r s *  a p p r o v e d  b y  
D i r e c t o r .  A t  l e a s t  
t w o - t h i r d s  o f  m e m b e r s  
s h a l l  b e  s m a l l  e m p l o y e r  
i n s u r e r s .  A t  l e a s t  o n e  
m e m b e r  s h a l l  b e  i n s u r e r  
p r i n c i p a l l y  i n  s m a l l  
e m p l o y e r  m a r k e t ;  o n e  
p r i n c i p a l l y  i n  large 
employer market; one t o  
represent HSO, HSC, o r  
MSO; one to represent 
HMO; one t o  represent 
other b e n e f i t  arrange­
ment.

-  page 2 -



NAIC SB 173

H e a l t h  B e n e f i t  
P l a n  C o m m i t t e e

R e p o r t i n g

I n s u r e r s  W i t h
R e s t r i c t e d
C h a r t e r s ,  i . e .
F r a t e r n a l
B e n e f i t s
O r g a n i z a t i o n s

P r o v i s i o n  f o r  
S u n s e t

A p p o i n t e d  e i t h e r  b y  
G o v e r n o r  o r  D i r e c t o r .  
I n c l u d e s  r e p r e s e n t a ­
t i v e s  o f  i n s u r e r s ,  
r m a l l  e m p l o y e r s  a n d  
e m p l o y e e s ,  a n d  h e a l t h  
c a r e  p r o v i d e r s .

N o  r e f e r e n c e

N o t  I n c l u d e d

N o t  I n c l u d e d

A p p o i n t e d  b y  D i r e c t o r .  
S a m e  r e p r e s e n t a t i v e s  
a s  NAIC m o d e l ,  b u t  a l s o  
i n c l u d e s  r e p r e s e n t a t i v e  
o f  a g e n t s  a n d  b r o k e r s .

A n n u a l  r e p o r t  t o  
D i r e c t o r ,  L e g i s l a t u r e  
r e q u i r e d  f i r s t  5  y e a r s  
t h e r e a f t e r  e v e r y  2 
y e a r s

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

F o u r  y e a r s  ( J u l y  1 ,  
1 9 9 7 )

-  page 3 -
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September 1992

Activity in the Marketplace 
and in the Pool
Sales A ctiv ity

4.687 P L A N S  S O L D  TO 
U N IN S U R E D  S M A L L  B U SIN ESSES

• Includes 4.323 other plans so li by earners during 
the same period.

• In Addition, 85 Special Wans And 279 Small 
Em ployer Plans have been sold to ih< previu.i»'.\ 
uninsured.

1324 S M A L L  E M P L O Y E R  A N D  
S P E C IA L  P L A N S  S O L D
Th e  activiry for the 5m *ll Em ployer and the Special 
Plans sold in clude sales to previously insured bust* 
nesses as well as sales to businesses who have had 
Insurance. Renew ed plans wii! be included :n later 
reports as in -forcc business.
Based On responses by all of the 47 Connecticu t 
Small Em p loyer Carriers and the Health 
Reinsurance Associa tion  of Connecticu t (N R A ), 
con tinued grow th In sales is reported for the first 
sixteen months:
• 1,236 Sm all Em p loyer Plans: Thu  b*«ic pirn for 

busineiscs of 1 to 25 employees.

• 88 Special Plana Cnon*HRA)' Th e  plan for bus'* 
nesae* that have not been insured for at Ic .im  
tw o yean.

• 3bU Specia l Plans (M RAV Thu plan with .* .iccctal 
version for Individuals or groups " h o  meet the 
eligibility and income r<*\]uirements c? the now law

R e i n s u r a n c e  Ac t iv i ty

3,328 IM.ANS R E I N S U R E D  W|T!  I T H E  P O O L
A i  of th<- Si«|>h'mhtT ctfuiuijg by 22 SmnU Em p lo y er  
Car rier s,  the  ty p e  o f  p la n  th.»t is c ed e d  t h e  m o s t  is 
the  Small  E m p l o y e r  Plan .
Wh o le  G r o u p  r e i n s u r a n c e  still exce eds  I n d i v i d u a l  
r e insurance .
• I,e>h6 pliin:* r c i n : u r « d  as Wnnio C r o u p s .
• 1,722 p l .m s  w i th  I n d iv idu a l  Re in s u ra n ce .

923 N E W L Y  S O L D  P L A N S
R E I N S U R E D  WITH T H E  P O O L
N e w  b us t  nuns th««t wu* reinsured w i th  the  Pool  war.
20% c t  the total  p la n s  sold to p r ev io u s l y  u n i n s u r e d
(9 1 1 /4 .6 6 7 ) .

2.4C5 P REV IOU SLY INSURE!)  CLAN S 
R E I N S U R E D  W I T I ! T H F  POOL
C e d i n g  / r u m  the e x i t i n g  book  cl b u s i n e s s  c o m ­
m e n c e d  l a n u a r y  1 ,1992.

9,368 PKHSONS REI NS UR ED  
T h e  flvt-r.-i£* s i ze  of  W h o i a  C r o u p *  co d ed  to the  
Puul  is <1.6 p e r so n s ,  in c l u d i n g  dep en d «i \ t* .  T h e  
a v e r a g e  g r o u p  s ize  h a s  been  in th e  2-5 p c n o n  
ran g e  s ince th e  In c ep t io n  of the Poo l .
• 7,365 p er so ns  re in su re d  as  W h o le  G r o u p s  f rom 

1,6116 p lans  w i t h  Who )*  C r o u p  nuinnirnnt t* a  4.6 
av e r a g e  g r o u p  size.

• R e i n s u re d  l ives f r om  newly  sold  plan* tural  2,514.
• R e insu red  live* f r om  pr ev ious ly  Insu re d  p lans  

toral 6 .H.S4



Improving Access; The Connecticut Experience 
Under Public Act 90-134

b a c k g r o u n d

At the end o f the 198Us, Connecticut was faced with about a quarter million 
uninsureds in the state (about 9 percent of the state's population). The G overnor 
convened a Blue IUbhon Commission to study this problem  and propose a so lu tion .
The solution that was recommended led to the enaccmenr of CT Public Act °')-134. PA 
90-134 was viewed from the start as an increm ental step toward addressing this 
problem  o n  the uninsured in CT. Toward chat end, it was expected to expand 
Medicaid, increase su pp ort for primary care providers, reform the small g roup  health  
insurance m arket, and subsidize Insurance for pregnant wom en, children, the disabled 
and the chronically  ill. In addition, a Health Access Commission was established to 
m onitor im plem entation of the Act, develop a long-term plan to control rising health 
care costs and guarantee universal access to high quality care.

PA 90-134 consists of two pares:

♦ a state-funded effort to expand governm ent health Insurance p rogram s to 
the p o o r and near-poor, with special em phasis on  pregnant w om en and 
young children, and

• reform  of the small group insurance market designed to help get 
insurance coverage to Connecticut's employed uninsured and the ir 
families.

Im plem ented in tandem , these two elem ents were expected to reach a good p o r tio n -  
abou t one quarte r, Initially-of the identified uninsured In Connecticut.

In short, this legislation included both  public and private insurance reforms tha t were 
expected to expand  Insurance coverage and  Increase access to health care for the most 
vulnerable o f the uninsured. PA 90*134 was widely recognized as a first s tep  in a 
longer-term  process to make Insurance m ore widely available and affordable to  all 
residents. This legislation’s private Insurance reforms focused primarily on  reform ing 
certain  in su rer practices to make insurance m ore widely available. The issue of



I

affordability was only addressed by Increasing the stability o f rates from year to year 
anti im posing rate limits for h igher risk groups. It was recognized chat additional 
changes to the law might be needed. Additional health  care initiatives, beyond the 
insurance reform s In PA-134, w ere expected to he necessary to make health  carc, and 
thus health insurance, m ore affordable.

To im plem ent the private insurance reform section o f 90-134, the Insurance industry 
com pleted all o f  the p roduct developm ent and m arket changes required by the Act on 
schedule and  has am ended the law as needed in su b seq u en t years. The state 
governm ent, however, has never fully fund its part o f  the program  and, since 
enactm ent o f I’A 90-134, has passed up clear o pportun ities to do so Thus, today, 
more than  tw o years after passage into law, the effect o f this experim ent is difficult to 
judge because the Act has never been fully funded o r  fully im plem ented.

KEY PROVISIONS OF INSURANCE REFORM SECTION OF FA 90-134

G uaran teed  Issue of small em ployer and special health care plans to small 
em ployers (1*25 eligible em ployees) w ithout •■cgard to health status. (However, 
there  is no m andate that em ployers provide coverage.)

• G uaran teed  eligibility ensu res that eligible em ployees and their families cannot
be refused coverage u n d er an em ployer's plan.

Rating limits restrict the  maximum rates for small em ployers and limit periodic 
rate increases.

The m axim um  rate for small em ployers is restricted to 150 percent o f  the 
lowest rate for any ocher em ployer group in the sam e actuarial class. Originally 
the m axim um  was 200 percent, hut it was revised after enactm ent.

Periodic rate increases arc limited to the sum o f the increase in the hose 
prem ium  rare, plus any adjustm ent as a result o f changes in case characteristics, 
plus 15 percen t o f the base prem ium  rate (originally 20 percent).

♦ G uaran teed  renewabillty requires carriers to renew  coverage at the 
policyholder's option .

Restrictions o n  preexisting condition limits p roh ib it carriers from  applying 
m ore th an  a 12-month preexisting condition limit and requires plans to credit 
the tim e a person was continuously  covered u n d e r a previous g ro u p  plan 
tow ard any preexisting cond ition  limitation. Coverage is considered continuous 
if there  has been less than  a 30-day lapse in coverage.
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Reinsuram pool provisions create a nonprofit prospective reinsurance pool to 
protect carriers front insuring a d isproportionate share of high risk individuals 
o r groups.

In addition to am endm ents to the rating limits m entioned above, additional 
am endm ents since enactm ent include:

♦ Requirem ents for replacem ent of ano ther carrier’s coverage w hen that carrier 
leaves the small g roup  market.

Ueenrollm ent criteria for coverage that was not renewed for cause-such  as 
fraud or m isrepresentation.

Variations in prem ium  rates am ong employees o f a particular em ployer may not 
be based upon  health status, claims experience o r duration  o f coverage. That 
is, an em ployer could no t make it’s high risk em ployees pay m ore for coverage.

* Preexisting condition limit credits h?ve been liberalized to allow credit for 
individuals covered under plans o ther than <*s Connecticut residents.

Changes to general and administrative requirem ents such as actuarial 
certification, fair m arketing practices, docum entation o f rating and underw riting 
practices, and provisions for suspending  rating restrictions.

run EFFECT OF REFORMS

Private insurance reform s have been  im plem ented, on  schedule, w ithou t any real 
surprises and with som e lessons for the future.

Since May o f 1991. CSEHRP has been reinsuring high risk em ployers and 
participating carriers have been selling health plans to small em ployers.

Forty-seven carriers in CT are participating m em bers in the re insurance p o o l- 
although only  22 have actually reinsured any groups o r  individuals.

A nother lesson learned was that groups thar were outside o f  the rating bands before 
reforms need special regulations o r procedures for bringing their rates Into the rating 
bands.

Some of the lessons we have learned are reflected in the am endm ents above.
In addition we have learned that different provisions o f the law are som etim es 
in conflict, especially du ring  Initial im plem entation. For exam ple, a g ro u p  with 
a cu rren t rate that is half of the lowest rate after reforms w ould receive a 100 
percen t rate Increase to conform  to the  new  rating limits. Obviously, this
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creates a conflict betw een the maximum annual rate increase allowed and the 
rating bands. A decision has to lie made as to which provision takes 
precedence.

Lastly, we have learned that most o f the 30,000 uninsured small em ployers in 
CT have 10 o r  fewer employees. Traditional m arketing approaches by carriers 
and agents had to be reconsidered in o rder to target these smaller groups.
Mass m arketing techniques .such as direct response mailings are being utilized 
instead.

Since its Inception, PA 90-134 has provided coverage to becween 19,000 to 25,000 
previously un insu red  C onnecticu t em ployees and their families.

As of the end  o f Septem ber 1992, carriers had sold 4,687 plans to previously 
un insured  em ployers. On average, this would imply that about 19*25 thousand 
u n insured  have been provided coverage. However, this figure has not yet been 
adjusted for withdrawals, so the actual num ber o f newly insureds is probably a 
little less.

As o f the sam e date. CSEIIRP had reinsured 3328 plans (936H insureds): 1606 
plans (7365 Insureds) with whole group coverage, 1722 plans (2003 insureds) 
with Individual coverage.

Public program  reform s (including Medicaid expansion and subsidies) have been only 
m arginally funded, seriously jeopardizing the ability o f this legislation to provide 
health  care to m ore than  a handful of the 60,000 uninsureds it was intended to help.

Private insurance reform s alone* have already helped many uninsureds to get 
health  insurance and will continue to do m ore to expand coverage to the 
un insured . However, w ithout fully funding the public program  reforms, 
C onnecticut can only hope to make a den t In its uninsured problem .

Rating reform s and guaran teed  issue have not generated large Increases in the average 
rates th a t many o p p o n en ts  feared.

Critics w ho cite theoretical studies with doom sday estimates o f prem ium s rising 
u p  to 40 percen t on  average should  study som e real results in CT. Rating 
reform s have caused the rates for som e em ployers to go up and o thers to go 
dow n. In total, the  costs for these reforms range from HlAA's estim ate of less 
than  4 percent, o n  average, to som e o th e r estim ates o f as m uch its 10 percent, 
o n  average. However, it m ust be rem em bered tha t these estim ates are averages 
and specific em ployers and insurers will see their rates increase o r decrease 
based u p o n  their specific mix o f em ployees and business.
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(•‘o r fiscal year 1992, the CT Reinsurance l*ool has an accrued assessm ent of just over l 
percent of small em ployer carrier premiums.

For fiscal year 1992, the first full year of operation , the accrued reinsurance 
assessment am ounts to $6.6 million. This assessm ent will be spread over a 
small em ployer prem ium base of $513-530 million. Thus, the 1992 assessm ent 
would he about 13 percent of prem ium .

SUMMARY

The state musr find a way to funa the public program s in I'A 90-134 to help the p oor 
and near-poor w ho are uninsured.

Affordability o f health  care and health insurance is still an issue tor the majority o f 
patients and Insureds in Connecticut. This problem  still needs addressed.

C onnecticut’s m arket reforms and reinsurance pool are w orking as expected, fixing 
those areas in the privau* insurance m arket that needed to be fixed.

While PA 90-134 will never live up to its full potential as long as the public program  
reforms are not funded, the results so far have proved it to be an innovative, w orkable 
solution to the access problem , to the ex ten t tha t it has been im plem ented.
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