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Sponsor Statement

SB 48 State Health Insurance

The Alaska Legislature created the Comprehensive Health Insurance Association (CHIA) in
1992 to provide a health insurance pool for an individual Alaskan whose health condition
was considered uninsurable or who could not otherwise find adequate health coverage. The
legislation mandated that all providers of health insurance in the state must particiﬁate in the
ﬁ_ool. The association then makes health insurance available to Alaska residents wno are

igh risks or are federally defined eligible individuals. These people typically suffer the .
most severe health conditions and face insurmountable costs of medical treatment and care.

In addition to operating the insurance pool, the board of directors of CHIA (which include
two consumer advocates) is directed to periodically report on the effectiveness of the
association in promotmg rate stability, product availability, and affordability of coverage
and to make recommendations on further legislative or administrative improvements.
Senate Bill 481s the direct result ofthis effort by the association to make the Frogram Work
better and more efficiently. The legislation has the support of the Division of Insurance.

Senate Bill 48amends AS 2155t0 | | |
1 Allow the board greater flexibility to design more cost effective health insurance

’olansforindividuals eligible for coverage undertireCHIA/Elan. o

2. Increase the number of potential administrators of the CHIA by eliminating the
requirement that the administrator be an insurer.

3. Allow greater flexibility in evaluating an administrator and in setting the terms of
the administrative contract,

4, Sli'm'B!ilfy administration by decreasing the number of declinations required for
eliginility.

5. Make technical corrections relating to the determination of premium rates,

terminology, premium payment modes, board member terms and voting at board

meetings.
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0. Give the director of insurance a more effective and approEriate mechanism to
enforce the requirement that members pay their share of the CHIA assessments on

a timely basis.

The legislation will allow the board to manage the CHIA in a more cost effective and
efficient manner. Also, the legislation is particularly important in light of the new federal
requirements and the use of CHIA as the mechanism to guarantee portability of health
Insurance coverage to federally eligible individuals.



CS Sts (" V fi-c>
Sectional Analysis

"An Act relating to the Comprehensive Health Insurance Association”

Section. 1. AS 21.55.020
Amendments to this section clarify the voting methodology to be used in board and association

meetings and establish reasonable temis for members o f the board.

Current law defines the voting methodology to be used at association meetings as premium
weighted. However, this methodology is not appropriate for board meetings, since the public
members would not have a vote and the small insurers would essentially have no vote due to the
fact that, Alaska’s health insurance marketis overwhelmingly dominated by only a few carriers.
Therefore, amendments to this section clarify that each member receives only one vote at board

meetings giving proper representation of the members o f the board.

Sec. 2. AS 21.55.100(
Sec. 4. AS 21.55.100(
Sec. 6. AS 21.55.120(

(

Sec. 7. AS 21.55.120(c)
Amendments to these sections allow the board greater flexibility in developing cost-saving health

benefit plans for high risk individuals by expanding the deductible, coinsurance and out-of-
pocket maximum options and providing for more appropriate out-of-pocket limits in relation to
the deductible. These changes will also allow for the development ofa structure that encourages

a)
d)
a)

more cost-effective use ofservices.

Sec. 3. AS 21.55.100(c)
Amendments to this section clarify that coverage under the CH 1A plan is available to all persons

eligible under the chapter which is consistent with AS 21.55.100(a) and (d).

Sec. 9. AS 21.55.150
Amendments to this section eliminate the conflict between the requirement that the premium

rates not be excessive or inadequate and the requirement that premium rat®s not be greater than
200% o fstandard premium rates. CH 1A is essentially a pool for uninsurable health insurance
risks, which means in general that the premium rates will not be adequate to cover the costs,

Also, the current requirements regarding the calculation ofthe premium rates are amended to
allow additional flexibility in determining the premium rates. Current statute requires that the
premium.rates be based on standard rates ofthe top 5 insurers in the state. Since there are fewer
than 5 significant individual comprehensive health insurers in the state, this basis for calculating
the premium rates resul's in the use ofrates that are not necessarily appropriate for the Alaska

market.

Sec. 10. AS 21.55.200
Sec. 23. AS 21.55.500

SECTIONAL ANALYSIS



The amendments to these sections allow greater flexibility in selecting an administrator and
strengthen the criteria under which a plan administrator will be evaluated.

Since the inception of CHIA, only one insurer has offered to administer the plan. Amendments to
these sections will increase the number of potential administrators by eliminating the requirement
that the administrator be an insurer. This should result in reduced administrative costs by opening
the door to many other entities that have an expertise in administration of individual health
insurance type contracts. The greater number of bidders should result in better bargaining power
for CHIA in negotiating administrative fees and services. CHIA's administrative expenses are

currently the highest in the nation.

Sec. 11. AS 21.55.210
Amendments to this section will ailow greater flexibility in evaluating an administrator and in

setting the terms of the administrative contract.

Sec. 14. AS 21.55.220(d)

The firstamendment to this subsection will give the director a more effective and appropriate
mechanism to enforce the requirement that members pay their share o fthe CHIA assessments on
atimely basis. This amendment establishes a monetary penalty for failure to pay within the

established timeframe.

The second amendment will allow the board to excuse members from assessment, if the
assessment amountis minimal. This will give the board the flexibility to determine the level of

assessment atwhich it becomes cost prohibitive to assess a member.

Secll/. AS 21.55 330

The amendment to this section clarifies that monthly premium modes would be acceptable.
Allowing amonthly premium mode is particularly important for the individuals in the CHIA

plans, since premiums are relatively high.

Sec. 20. AS 21.55.500(6)

The amendment to this section corrects aminor error in the definition ofa “federally defined
eligible individual”. The current law does notconform with federal law.

Sec. 21. AS 21.55.500(18)

The amendment to this section modifies the definition of "residents who arc high risks"™ in order
to simplify the eligibility requirements to allow an individual with only one declination to be
eligible for coverage. Under current law individuals must wait to receive two formal declinations
in order to prove eligibility under the plan. This often results in along waiting period for the

individual before they can be covered under the CHIA plan.

Sec. 23. AS 21.55.500(22)
This amendment defines the term “plan administrator”.



Sec. 24.
This section repeals unnecessary provisions. AS 21.55.120(d) is no longer needed since

reference to the consumer price index has been removed in AS 21.55.120(a) and (c). AS
21.55.120(e) is no longer needed since the provisions in AS 21.55.100(a) and (d) allow this
flexibility. AS 21.55.500(21) is no longer needed since it is replaced with the more appropriate

term “plan administrator”.

Sec 5.

See. 8.

Sec. 12.

Sec. 15.

Sec. 16. -
Sec. 18.

Sec. 19.

Sec. 22.
Amendments to these sections simply change the term “writing carrier” to “plan administrator”

which is defined in AS 21.55.500(22). The term "writing carrier” isamisnomer as it implies that
the administratorofthe CH 1A is insuring the plan when in fact the CH IA is the “insurer”.
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February 2, 1999

The Honorable Jerry Mackie
Alaska State Senate

State Capitol Room 427
Juneau, AK 99801-1182

Dear Senator Mackie:

| was very pleased to hear i'rom your aide, Dave Gray, today regarding the legislation introduced
in SB 48. In response to the discussion he and | had concerning this legislation, I would like to
indicate in writing the reasons that the Board supports these changes to AS 21.55. In fact, this
legislation was developed by the Comprehensive Health Insurance Association’s Board of
Directors. The Board iscomposed of five representatives from the top health insurers in Alaska
and two consumer members. The Board has spent many hours of basically volunteer time
managing this program. Several ofus have been with the Board since it was fonned in late 1992.
W e have a passion to make itwork the best that it can for the citizens of Alaska.

It is for that reason that we have developed these proposed changes; to make the program work
better and more efficiently. 1 can assure you that these changes will in no way reduce the options
provided to the policyholders. In fact it should make it easier for citizens to prove that they
quality while giving the Board greater flexibility in managing the program and reducing the

administrative costs.

Specifically, this legislation amends AS 21.55 to
1. Allow the Board greater flexibility to design more cost effective health

insurance plans for individuals eligible for coverage under the CHIA plan.
2. Increase the number of potential administrators ofthe CHIA by eliminating
the requirement that the administrator be an insurer.
3. Allow greater flexibility in evaluating an administrator and in setting the
terms of the administrative contract.

POSITION STATEMENT



4. Simplify administration by decreasing the number ofdeclinations required for
eligibility.

5. Make technical corrections relating to the determination of premium rates,
terminology, premium payment modes, board member terms, definitions and voting

at Board meetings.
6. Give the Director of Insurance a more effective and appropriate mechanism

to enforce the requirement that members pay their share ofthe CHIA

assessments on atimely basis.

I believe that Director Burke indicated that the Division of Insurance was also in support o f this
legislation. The Board is appreciative of the assistance that the Division gives it in administering

the program.

Finally, it is necessary that | indicate that a few minor changes to the legislation as introduced
last year and again this year, are desirable. These changes are described in an attachment. Also
enclosed with this letter, please find a Sectional Analysis ofthe legislation.

The Board is enthused about the advancement of this legislation. We stand ready to aid in

whatever way we can. Ifyou would like to have one or more of us testily at any hearings, please

letus know so that we can arrange schedules to comply. Ifyou have need ofany other
information please let us know. My telephone number is (402) 351-2534. My fax is (402) 351-

5944 and my e-mail is cecil.bykerk@ mutualofomalia.com.

Sincerely,

Cecil D. Bykerk, FSA, M AAA
Chair, Comprehensive Health Insurance Association

cc: Director Marianne Burke

Attachments


mailto:cecil.bykerk@mutualofomalia.com

REQUESTED CHANGES TO SB 48

Please note the items in blue Ol1the attached marked copy of SB48.

In Sections 2, 3, 4 and 20, the indicated changes are ofa technical nature so as to
properly define or to make proper reference.

The change in the maximum out-of-pocket limitin Section 7 ofthe bill from $2,500 to
$1,500 was originally requested by the consumer members ofthe Board. This change
would ensure that at least one plan of insurance would be offered that had a maximum

out-of-pocket limitof $1,500.

The change in Section 14 would provide for more effective and appropriate enforcement
of the requirement that members pay their share ofthe CHIA assessments on atimely

basis.

These changes were unanimously endorsed by the Board and fully supported by the

Division of Insurance.

We hope that these changes can be made with minimal disruption to the process. We
apologize that the original legislation submitted in 1998 failed to incorporate these

changes.



Chapter 126

h SLA -

AN ACT

| Relating to pooled health insurance for individuals who are uninstired or lenied adequate coverage; and
"2 providing for an effective date.

Section L PURPOSE. It is the purpose of this Act tc provide access to health insurance to all
residents of the state who are presently denied adequate health insurance or who are considered
uninsurablc.

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

, CHAPTER 55. STATE HEALTH INSURANCE.
fit* ARTICLE 1 COMPREHENSIVE HEALTH INSURANCE ASSOCIATION.
. 0 Sec. 2155010, CREATION, MEMBERSHIP. There is established a nonprofit
m i incorporated legal entity to be known as the Comprehensive Health Insurance Association.
Membership consists of all licensed hospital or medical service corporations in the state that offer
subscriber contracts for. major medical coverage and all insurers licensed to transact health
insurance in the state that offer policies for major medical coverage on an expense incurred basis.

HCS CSSB 74(FIN)



Insurance

§21.55.010

Cross references, — For statement of legislative
purpose in enacting this chnpler, see § 1, ch. 126, SLA
1992 in the Thmparury and Special Acts.

Article 1. Comprehensive Health Insurance Association.

SE(C)ti?)n fi bershi S4(%“(F)’Pam of operation
. Creation: membershi . 0TOper;
P 50. Administrative Proecduro Act

20. Board of directors; organization
30. General powers

Sec. 21.55.010. Creation; membership. There is established a nonprofit incorpo-
rated legal entity to be known as the Comprehensive Health Insurance Association.
Membership consists of all licensed hospital or medical service corporations in the state
that offer subscriber contracts for major medical coverage, all health maintenance
organizations or other managed care arrangements approved by the director, and all
insurers licensed to transact health insurance in the state that offer policies for major
medical coverage on an expense incurred basis. AH members shall maintain membership
in the association as a condition ofdoing health insurance business, or being able to offer
subscriber contracts or enrollment in a health maintenance organization or managed
care arrangement, in the state. (§ 2 ch 126 SLA 1992; am § 2 ch 125 SLA 1994)

tence and inserted “or enrollment in a health
maintenance orgianlzanon or managed care arrange-
ment" in the last sentence.

60, Tax exemption

Effect of amendments. — The 1994 amendment,
effective July 1, 1994, inserted “, all health mainte-
nance organizations or other managed care arrange-
ments approved by the director,” in the second sén-

Sec. 21.55.020. Board ofdirectors; organization, (a) The board ofdirectors ofthe
association shall be made up of seven individuals. Five board members shall be selected
by participating members, subject to approval by the director ofthe division ofinsurance,
and two board members shall be consumers selected by the director of the division of
insurance. The director or the director's designee shall serve as a nonvoting ex officio
member of the board. In determining voting rights at members’ meetings, a member is
entitled to vote in person or proxy. The vote shall be a weighted vote based upon the
member’s premiums for health insurance for major medical coverage on an expense
incurred basis, or .the member's subscriber fees, derived from or on behalf of state
residents in the previous calendar year, as determined by the director. In approving
members ofthe board, the director shall consider, among other things, whether all types
of participating members are fairly represented. Members of the board may be reim-
bursed from the association for expenses incurred by them as members, but may not
othenvise be compensated by the association for their services. The costs of conducting
meetings of the association and its board of directors shall be borne by members of the
association.

(b) The board shall study and prepare a report at least once every three years on the
effectiveness ofthis chapter. The report must include an analysis of the effectiveness of
this chapter in promoting rate stability, product availability, and affordability of cover-
age. The report may contain recommendations for legislative or other regulatory action.
The board shall notify the legislature that the reportis available. (§ 2 ch 126 SLA 1992;

am § 42 ch 21 SLA 1995)

Effect of amendments. — The 1995 amendment,

: , | “prepare a report* lor “report to the legislature™ in the
effective August 81995, in subsection (b), substituted

first'sentence and added the Inst senfence.

Sec. 21.55.030. General powers. The association may
(1) exercise the powers granted to insurers under the laws of the state;

1}
>

(2) sue or be sued;

(3) enter ir.vi contra'
other persons :-r the pi

(4) establish adminii

v association: ar.d

e (5 receive funds fron
1992)

Sec. 21.55.040. Plar
a plan of operation and .
and equitable administi
become effective upon
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and hearing, adopt re;
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director or superseded
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(b) All members of th

(c) The plan ofopera!
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this chapter will be peri

(2) establish procedui

(3) establish the amoi
underAS 21.55.020;

(4) establish regular |

(5) establish procedu
association, its agents, i

(6) provide mat a m
association may appeal

(7) establish procedur
to the director;

(8) contain additional
and duties of the assock

Sec. 21.55.050. Adm
44.62 (Administrative P

Sec. 21.55.060. Tax i
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Artie]

Section ,
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275 State Health Insuhanch §21.55.100

B?
fg\(2) sue or be sued,

"<e(3) enter into contracts with i'isurers, similar associations-in other states, or with
fother persons for the performance of administrative functions;

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

Nassociation; and
¢*H.(5) receive funds from sources other than members ofthe association. (§ 2ch 126 SLA

1j792)

Sec. 21.55.040. Plan of operation, (a) The association shall submit to the director
Kaplan ofooperation and amendments necessary or suitable to assure the fair, reasonable,
y'and equitable administration of the association. The plan of operation and amendments
f become effective upon approval in writing by the director. If the association fails to
Tsubmit a suitable plan of operation by December 22, 1992, or if at subsequent time the
Nassociation fails tosubmitsuitable amendments to the plan, the director may, after notice
ifand hearing, adopt reasonable regulations necessary or advisable to effectuate the
fiprovisions of this chapter. These regulations shall continue in force until modified by the

'director or superseded by a plan submitted by the association and approved by the
'director.
£(b) All members ofthe association shall comply with the plan of operation.

(c)  The plan of operation ‘wuall

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

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

(3) establish the amountand method ofreimbursing members of the board ofdirectors

upderAS 21.55.020;

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

"(5) establish procedures for records to be kept of all financial transactions of the

[Massociation, its agents, and the board of directors;
W (6) provide that a member insurer aggrieved by a final action or decision of the
Aassociation may appeal to the director within 30 days after the action or decision;
PT(7) establish procedures whereby selections for the board ofdirectors will be submitted

'the director;

8) contain additional provisions necessary or proper for the execution of the powers

and duties of the association. (§ 2 ch 126 SLA 1992)

(Sec. 21.55.050. Adm inistrative Procedure Act. The association is exempt from AS
462 (Administrative Procedure Act). (§ 2 ch 126 SLA 1992)

jSec. 21.55.060. Tax exemption. The association is exempt from the payment of fees
adtaxes levied by the state orany ofits political subdivisions except taxes levied on real

Apersonal property. (§ 2 ch 126 SLA 1992)

Article 2. State Health Insurance Plans.

Section

ton

J-T\[pes of insurance ?Iana , 130, Preexisting conditions
Minimum benefits ofstate health insurance plan  140. Persons, care, and services not covere™
Deductibles and copayments 150 State plan premiums

%ec. 21.55.100. Typesofinsurance plans,(a) The association shall make available
Residents who are high risks or to federally defined eligible individuals an individual

Jplan of health insurance. The association shall offer three alternatives related to
luctibles as described in AS 21.55.120 and may offer additional deductible altema-





