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1 program, the appropriateness of the premiums charged, and the level of insurer retention under

2 the program and the costs of coverage for small employers; if the board fails to file a report with

3 the director within 90 days following the end of the applicable calendar year, the director may

4 evaluate the operations of the program and implement amendments to the p m of operation the

5 director determines necessary to reduce future losses and assessments;

6 (7) if assessments exceed net losses of the association, the excess shall be held

7 in an interest bearing account and used by the board to offset future losses or to reduce

8 association premiums; in this paragraph, "future losses" include a reserve for incurred but not

9 reported claims;

10 (8) the board shall annually determine a member’s proportion of participation in

11 the association based on annual statements and other reports determined necessary by the board

12 and filed by the member with the board; an insurer shall report to the board a claim payment

13 made and administrative expense incurred in this state on a semi-annual basis on a form

14 prescribed by the director;

15 (9) the plan of operation must include a provision for the imposition of an interest

16 penalty for late payment of assessments;

17 (10) a member may request a deferment from the director, in whole or in part,

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

19 assessment of a member if, in the opinion of the director payment of the assessment would

20 endanger the ability of the member to fulfill the member’s contractual obligations;

21 (11) in the event an assessment against a member is deferred in whole or in part,

22 the amount by which the assessment is deferred may be assessed against the other members in

23 a manner consistent with the basis for assessments set out in this subsection; the member

24 receiving a deferment shall remain liable to the association for the amount deferred; the director

25 may attach conditions to a deferment; a member receiving a deferment may not reinsure an

26 individual or group as provided under this section until the assessment is paid.

27 (e) The board, as part of the plan of operation, shall establish a methodology for

28 determining premium rates to be charged by the program for reinsuring small employers and

29 individuals under this section. The methodology must include a system for classification of small

30 employers that reflects the types of case characteristics commonly used by small employer

31 insurers in the state. The methodology must provide for the development of base reinsurance
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1 premium rales that shall be multiplied by the factors set out in (b) of this section to determine

2 the premium rates for the association. The base reinsurance premium rates shall be established

3 by the board, subject to the approval of the director, and shall be set at levels that reasonably

4 approximate gross premiums charged to small employers by small employer insurers for health

5 benefit plans with benefits similar to the standard health benefit plan. The board shall review

6 the methodology established under this subsection to ensure that the methodology reasonably

7 reflects the claims experience of the program. Changes to the methodology may be proposed bv

8 the board, and are subject to approval by the director.

9 Sec. 21.55.060. HEALTH BENEFIT PLAN COMMITTEE, (a) The health benefit plan

10 committee is established in the association. The committee is composed of seven members

11 selected by the director as follows:

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

13 (2) one member who represents small employers;

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

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

16 (5) one member who represents agents or brokers.

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

18 limitations for the basic and standard health benefit plan offered under AS 21.55.140. The

19 committee shall also design a basic health benefit plan and a standard health benefit plan that

20 contain benefit and cost sharing levels that are consistent with the basic method of operation and

21 the benefit plans of health maintenance organizations, including restrictions imposed by federal

22 law. The plans recommended by the committee may include the following cost containment

23 features:

24 (1) utilization review of health care services, including review of the medical

25 necessity of hospital and physician services;

26 (2) case management;

27 (3) selective contracting with hospitals, physicians, and other health care

28 providers;

29 (4) reasonable benefit differentials applicable to providers that participate or do

30 not participate in arrangements using restricted network provisions; and

31 (5) other managed care provisions.
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See. 21.55.070. REQUIRED REPORT. 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. The report may contain recommendations for actions to 

improve the o , erall effectiveness, efficiency, and fairness of the small group health insurance 

marketplace. The report must address whether insurers, agents, brokers, managing general agents, 

and third-party administrators are fairly and actively marketing or issuing health benefit plans to 

small employers in fulfillment of the purposes of the chapter. The report may contain 

recommendations for market conduct or other regulatory standards or action.

Sec. 21.55.080. ADMINISTRATIVE PROCEDURE ACT. The association is exempt 

from the Administrative Procedure Act (AS 44.62).

Sec. 21.55.090. 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. 21.55.100. 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.

ARTICLE 2. SMALL EMPLOYER HEALTH INSURANCE PLANS.

Sec. 21.55.110. APPLICABILITY, (a) An individual or group health benefit plan is 

subject to the provisions of this chapter if the plan provides health care benefits covering 

employees of a small employer and if one of the following conditions are met:

(1) any portion of the premium or benefits is paid by a small employer;

(2) a covered individual or dependent is reimbursed, through wage adjustments 

or otherwise, by or on behalf of a small employer for all or a portion of the premium; or

(3) the health benefit plan is treated by the employer or any of the eligible 

employees or dependents as part of a plan or program for the purposes of 26 U.S.C. 106 or 26 

U.S.C. 162 (Internal Revenue Code).

(b) Except as provided in this chapter, other provisions of law requiring the coverage or 

the offer of coverage of a health care service or benefit and other provisions of law requiring the 

reimbursement, utilization, or consideration of a specific category of a licensed or certified health 

care practitioner do not apply to a health benefit plan offered or delivered to a small employer.
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(c) Except as provided in this subsection, lor purposes of this chapter insurers that are 

affiliated companies or that are eligible to file a consolidated tax return shall be treated as one 

insurer and a restriction or limitation imposed under this chapter shall apply as if all health 

benefit plans delivered or issued for delivery to a small employer in this state by an affiliated 

insurer were issued by one insurer. An affiliated insurer that is a health maintenance organization 

having a certificate of authority under AS 21.86 may be considered to be a separate insurer for 

the purposes of this chapter.

Sec. 21.55.120. PREMIUM RATE RESTRICTIONS DISCLOSURES; REPORTS; 

CONFIDENTIALITY, (a) A premium rate for a health benefit plan subject to this chapter is 

subject to the following provisions:

(1) the premium rate charged or offered during a rating period to small employers 

with similar case characteristics as determined by the insurer for the same or similar coverage 

may not vary from the applicable index rale by more than 35 percent of the applicable index rate;

(2) regarding a health benefit plan issued before July I, 1992, if premium rates 

charged or offered for the same or similar coverage under a health benefit plan covering a small 

employer with similar case characteristics as determined by the insurer exceeds the applicable 

index rate by more than 35 percent, an increase in premium rates for a new rating period may 

not exceed the sum of

(A) a percentage change in the base premium rate measured from the first 

day of the prior rating period to the first day of the new rating period; plus

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

the small employer, as determined by the insurer;

(3) the percentage increase in the premium rale charged to a small employer for 

a new rating period may not exceed the sum of the following:

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

from the first day of the prior rating period to the first day of the new rating period; in 

the case of a health benefit plan into which the small employer insurer is no longer 

enrolling new small employers, the small employer insurer shall use the percentage 

change in the base premium rate, provided that the change does not exceed, on a 

percentage basis, the change in the new business premium rale for the most similar health 

benefit plan into which the small employer insurer is actively enrolling new small
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1 employers;

2 (B) any adjustment, not to exceed 15 percent annually and adjusted pro

3 rata for rating periods of less than one year, due to the claim experience, health status,

4 or duration of coverage of the employees or dependents of the small employer as

5 determined from the small employer insurer’s rate manual; and

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

7 characteristics of the small employer, as determined from the small employer insurer’s

8 rate manual;

9 (4) adjustments in rates for claim experience, health status, and duration of

10 coverage may not be charged to individual employees or dependents; any adjustment must be

11 applied uniformly to the rates charged for all employees and dependents of the small employer;

12 (5) a premium rate for a health benefit plan shall comply with the requirements

13 of this section notwithstanding an assessment paid or payable by small employer insurers under

14 AS 21.55.050(d);

15 (6) a small employer insurer may utilize industry as a case characteristic in

16 establishing premium rates, provided that the rate factor associated with an industry classification

17 may not vary by more than 15 percent from the arithmetic average of the highest and lowest rate

18 factors associated with all industry classifications;

19 (7) a small employer insurer shall

20 (A) apply rating factors, including case characteristics, consistently with

21 respect to all small employers; rating factors must produce premiums for identical groups

22 that differ only by amounts attributable to plan design and do not reflect differences due

23 to the nature of the groups assumed to select particular health benefit plans; and

24 (B) treat all health benefit plans issued or renewed in the same calendar

25 month as having the same rating period;

26 (8) for the purposes of this subsection, a health benefit plan that utilizes a

27 restricted provider network may not be considered similar coverage to a health benefit plan that

28 does not utilize a restricted provider network;

29 (9) a small employer insurer may not use case characteristics, other than age,

30 gender, industry, geographic area, family composition, and group size without prior approval of

31 the director.
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I ( b )  In  c o n n e c t i o n  w i t h  th e  o f f e r i n g  f o r  s a le  o f  a  h e a l t h  b e n e f i t  p la n  t o  a s m a l l  e m p lo y e r .

7 a small employer insurer shall make a reasonable disclosure, as part of its solicitation and sales

3 materials, of the following:

4 (I) the extent that premium rates for a specified small employer are established

5 or adjusted based upon the actual or expected variation in claims costs or actual or expected

6 variation in health r.uitus of the employees of the small employer and their dependents; and

7 (2) the provisions of the health benefit plan

8 (A) concerning the small employer insurer’s right to change premium rates

9 and factors, other than claim experience, that affect changes in premium rates;

10 (B) relating to renewability of policies and contracts; and

11 (C) relating to any preexisting condition provision.

12 (c) A small employer insurer shall

13 (1) maintain at its principal place of business a complete and detailed description

14 of its rating practices and renewal underwriting practices, including information and

15 documentation that demonstrate that its rating methods and practices are based upon commonly

16 accepted actuarial assumptions and are in accordance with sound actuarial principles;

17 (2) file with the director annually, on or before March 15, an actuarial

18 certification certifying that the insurer is in compliance with this chapter and that the rating

19 methods of the small employer insurer are actuarially sound; the certification shall be in a form

20 and manner, and must contain information, as specified by the director; a copy of the certification

21 shall be retained by the small employer insurer at its principal place of business;

22 (3) make the information and documentation described in (I) of this subsection

23 available to the director upon request; the information is confidential and not subject to

24 disclosure, except

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

26 (B) as ordered by a court of competent jurisdiction; or

27 (C) the director may use the information or other discovered information

28 in a judicial or administrative proceeding.

29 (d) The director may adopt regulations to implement the provisions of this section and

30 io ensure that rating practices used by small employer insurers arc consistent with the purposes

31 of this act, including ensuring that differences in rales charged for health benefit plans by small
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1 employer insurers are reasonable and reflect objective differences in plan design, not including

2 differences due to the nature of the groups assumed to select particular health benefit plans.

3 Sec. 21.55.130. RENEWAB1LITY OF COVERAGE, (a) A health benefit plan subject

4 to this chapter shall be renewable with respect to all eligible employees and dependents at the

5 option of the small employer, except for

6 (1) nonpayment of the required premiums;

7 (2) fraud or misrepresentation of the small employer or, with respect to coverage

8 of individual insureds, the insureds or their representatives;

9 (3) noncompliance with the minimum participation or employer contribution

10 requirements;

11 (4) repeated misuse of a provider network provision; or

12 (5) a small employer insurer who elects to nonrcnew a'l of its health benefit plans

13 delivered or issued for delivery to small employers in this state; an insurer who elects to

14 nonrenew as described in this paragraph shall

15 (A) provide advance notice of the decision to the director and to the

16 director or commissioner of insurance in each stale in which the insurer is licensed; and

17 (B) provide notice of the decision not to renew coverage to all affected

18 small employers and to the insurance regulatory office in each state in which an affected

19 covered individual is known to reside at least 180 days before the nonrenewal of the

20 health benefit plan by the insurer; notice to the director under this subparagraph shall be

21 provided at least three working days before the notice to the affected small employers;

22 (6) a health benefit plan for which the director finds that the continuation of the

23 coverage would

24 (A) not be in the best interests of the policyholders or certificate holders;

25 or

26 (B) impair the insurer’s ability to meet its contractual obligations.

27 (b) A small employer insurer that elects not lo renew a health benefit plan under (a)(5)

28 of this section may not write new business in the small employer market in this stale for a period

29 of five years from the date of notice to the director.

30 (c) If a small employer insurer is doing business in only one established geographic

31 service area of the state, the provisions in this section apply only to the insurer’s operations in
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1 that established service area.

2 Sec. 21.55.140. REQUIRED OFFER OF COVERAGE, (a) Except as provided under

3 AS 21.b5.160, a small employer insurer shall, as a condition of transacting business in this state

4 with small employers, offer to small employers at least two health benefit plans. One health

5 benefit plan offered by a small employer insurer shall be a basic health benefit plan and one plan

6 shall be a standard health benefit plan. A small employer insurer shall issue a basic health

7 benefit plan or a standard health benefit plan to an eligible small employer that applies for either

8 plan, agrees to make the required premium payments, and agrees to satisfy the other reasonable

9 provisions of the health benefit plan not inconsistent with this chapter.

10 (b) A small employer insurer shall file with the director, under AS 21.42, the basic health

11 benefit plans and the standard health benefit plans to be used by the insurer.

12 (c) The director at any time may, after providing notice and an opportunity for a hearing

13 to a small employer insurer as provided under AS 21.06.180 - 21.06.210, disapprove the

14 continued use by the small employer insurer of a basic or standard health benefit plan if the plan

15 does not meet the requirements of this chapter.

16 Sec. 21.55.150. REQUIRED HEALTH BENEFIT PROVISIONS. A health benefit plan

17 covering a small employer must include the following provisions:

18 (1) a health benefit plan may not deny, exclude, or limit benefits for a covered

19 individual for losses incurred more than 12 months following the effective date of the

20 individual’s coverage due to a preexisting condition; a health benefit plan may not define a

21 preexisting condition more restrictively than

22 (A) a condition that would have caused an ordinarily prudent person to

23 seek medical advice, diagnosis, care, or treatment during the six months immediately

24 preceding the effective date of coverage;

25 (B) a condition for which medical advice, diagnosis, care, or treatment was

26 recommended or received during the six months immediately preceding the effective date

27 of coverage; or

28 (C) a pregnancy existing on the effective date of coverage;

29 (2) a health benefit plan must waive any time period applicable to a preexisting

30 condition exclusion or limitation period with respect to particular services for the period of time

31 an individual was previously covered by qualifying previous coverage that provided benefits with
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1 respect to the services, provided that the qualifying previous coverage was continuous to a date

2 not more than 30 days before the effective date of the new coverage; this paragraph does not

3 preclude application of a waiting period applicable to all new enrollecs under the health benefit

4 plan;

5 (3) a health benefit plan may exclude coverage for late enrollecs for the greater

6 of 18 months or for an 18-month preexisting condition exclusion, provided that if both a period

7 of exclusion from coverage and a preexisting condition exclusion are applicable to a late enrollee,

8 the combined period may not exceed IS months from the date the individual enrolls for coverage

9 under the health benefit plan;

10 (4) requirements used by a small employer insurer in determining whether to

11 provide coverage to a small employer shall be applied uniformly among all small employers with

12 the same number of eligible employees applying for coverage or receiving coverage from the

13 small employer insurer, except that a small employer insurer may vary application of minimum

14 participation requirements and minimum employer contribution requirements by the size of the

15 small employer group;

16 (5) a small employer insurer may not increase a requirement for minimum

17 employee participation or a requirement for minimum employer contribution applicable to a small

18 employer at any time after the small employer has been accepted for coverage, except as allowed

19 under (4) of this section:

20 (6) if a small employer insurer offers coverage to a small employer, the small

21 employer insurer shall offer coverage to all of the eligible employees of a small employer and

22 their dependents; a small employer insurer may not offer coverage to only certain individuals in

23 a small employer group or to only part of the group, except in the case of late enrollees as

24 provided in (3) of this section;

25 (7) a health benefit plan may not, by a rider or amendment applicable to a specific

26 individual, restrict or exclude coverage by type of illness, treatment, medical condition, or

27 accident, except for preexisting conditions as allowed under this section.

28 Sec. 21.55.160. EXEMPTION FROM REQUIRED OFFER OF COVERAGE, (a) A

29 small employer insurer is not required to offer coverage or accept applications under

30 AS 21.55.140(a)

31 (1) if the small employer is not physically located in the insurer’s established

SB0242b -15-
New T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]

CSSB 242(HES)



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

geographic service area;

(2) if the employee does not work or reside within the insurer’s established 

geographic service area; ©

(3) within an established geographic service area where the small employer 

insurer reasonably anticipates, and demonstrates to the satisfaction of the director, that it will not 

have the capacity to deliver service adequately to the members of the groups because of its 

obligations to existing group policyholders and enrollecs; or

(4) if the certificate of authority or bylaws of the insurer do not permit the insurer 

to issue coverage on a marketwide basis; an insurer described in this subparagraph shall comply 

with AS 21.55.140 regarding small employers that meet the requirements of the insuier’s 

certificate of authority or bylaws; this subparagraph does not apply to insurers who limit coverage 

based on health status or health risk.

(b) A small employer insurer that cannot offer coverage under (a)(3) of this section may 

not offer coverage in the applicable area to new cases of employer groups with more than 25 

eligible employees or to small employer groups until the later of ISO days following each refusal 

or the date on which the insurer notifies the director that it has regained capacity to deliver 

services to small employer groups.

(c) A small employer insurer may not be required to provide coverage to small employers 

for any period of time for which the director determines that requiring the acceptance of small 

employers would place the small employer insurer in a financially impaired condition.

Sec. 21.55.170. CONDITIONS FOR CEASING TO DO BUSINESS. A small employer 

insurer or a welfare arrangement may cease doing business in the small employer market if the 

insurer or welfare arrangement provides notice of the decision to cease doing business in the 

small employer market to the division, the board, the policyholder or contract holder, and the 

employer, and coverage under a health benefit plan subject to this chapter is continued for one 

year after the date of 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 employer marketplace for a period of five years from the date of the notice 

required under this section.

Sec. 21.55.180. FAIR MARKETING STANDARDS, (a) A small employer insurer shall 

actively market health benefit plan coverage, including the basic and standard health benefit

CSSB 242(HES) -16-
N e v  T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]

SB02426



1 plans, to eligible small employers in the state. If a small employer insurer denies coverage to

2 a small employer on the basis of the health status or claims experience of the small employer or

3 its employees or dependents, the small employer insurer shall offer the small employer the

4 opportunity to purchase a basic health benefit plan and a standard health benefit plan.

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

6 indirectly, encourage or direct small employers to refrain from filing an application for coverage

7 with the small employer insurer because of the health status, claims experience, industry,

8 occupation, or geographic location of the small employer, or encourage or direct small employers

9 to seek coverage from another insurer because of the health status, claims experience, industry,

10 occupation, or geographic location of the small employer. This subsection does not apply to

11 information provided by a small employer insurer l< a small employer regarding the established

12 geographic service area or a restricted network p> 'vision of a small employer insurer.

13 (c) Except as provided in this subsection,  ̂ nail employer insurer may not, directly or

14 indirectly, enter into a contract, agreement, or arrangement with an agent, broker, managing

15 general agent, or third-party administrator that provides for or results in the compensation paid

16 to an agent or broker for the sale of a health benefit plan to be varied because of the health

17 status, claims experience, industry, occupation, or geographic location of the small employer.

18 This subsection does not apply to a compensation arrangement that provides compensation to an

19 agent, broker, managing general agent, or third-p^ty administrator on the basis of a percentage

20 of premium, provided that the percentage does not vary because of the health status, claims

21 experience, industry, occupation, or geographic area of the small employer.

22 (d) A small employer insurer

23 (1) shall provide reasonable compensation, as provided under the plan of operation

24 of the program, to an agent, broker, managing general agent, or third-party administrator, if any,

25 for the sale of a basic or standard health benefit plan;

26 (2) or agent, broker, managing general agent, or third-party administrator may not

27 induce or otherwise encourage a small employer to separate or otherwise exclude an employee

28 from health coverage or benefits provided in connection with the employee’s employment;

29 (3) may only deny an application for coverage from a small employer in writing

30 and if the reasons for the denial are stated.

31 (c) The director may by regulation establish additional standards to provide for the fair
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1 marketing and broad availability of health benefit plans to small employers in this state.

2 (0 A violation of this section by a person is an unfair trade practice for purposes of

3 AS 21.36.

4 (g) If a small employer insurer enters into a contract, agreement, or other arrangement

5 with a third-party administrator to provide administrative, marketing, or other services related to

6 the offering of health benefit plans to small employers in this state, the third-party administrator

7 is subject to this section as if it were a small employer insurer.

8 See. 21.55.250. DEFINITIONS. In this chapter,

9 (1) "actuarial certification" means a written statement by a member of the

10 American Academy of Actuaries or another individual acceptable tc the director indicating that

11 based on the person’s examination, including a review of the appropriate records, actuarial

12 assumptions, and methods used by the insurer in establishing premium rates for applicable health

13 insurance plans that a small employer insurer is in compliance with the provisions of

14 AS 21.55.120;

15 (2) "affiliate" or "affiliated" means a person who directly or indirectly, through

16 one or more intermediaries, controls or is controlled by or is under common control with, a

17 specified person;

18 (3) "agent" has the meaning given in AS 21.90.^00;

19 (4) "association" means the Small Employer Health Reinsurance Association

20 created in AS 21.55.010;

21 (5) "base premium rate" means the lowest premium rate charged or that could

22 have been charged under the rating system by the small employer insurer to small employers with

23 similar case characteristics for health benefit plans with the same or similar coverage:

24 (6) "basic health benefit plan" means a lower cost plan offered under

25 AS 21.55.140;

26 (7) "board" means the board of directors of the association;

27 (8) "broker" has the meaning given in AS 21.90.900;

28 (9) "case characteristics" means demographic or other objective characteristics of

29 a small employer that arc considered by the small employer insurer in the determination of

30 premium rates for the small employer, provided that claim experience, health status, and duration

31 of coverage may not be case characteristics for the purposes of this chapter;
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(10) "committee" means the health benefit plan committee established in

AS 21.55.060;

(11) "dependent" means the spouse or an unmarried child of an eligible employee 

who is not yet 19 years f age; an unmarried child who is a full-time student, who is not yet 23 

years of age, and who is financially dependent upon the parent; and an unmarried child of any 

age who is medically certified as disabled and dependent upon the parent, subject to applicable 

terms of the health benefit plan covering the employee;

(12) "eligible employee" means an employee who works on a full-time basis, with 

a normal work week of 30 or more hours, and includes a sole proprietor, a partner of a 

partnership or an independent contractor, provided the sole proprietor, partner, or contractor is 

included as an employee under a health benefit plan of a small employer, but does not include 

an employee who works on a part-time, temporary, or substitute basis;

(13) "established geographic service area" means a geographic area within which 

the insurer is authorized to provide coverage under the insurer’s certificate of authority as 

approved by the director;

(14) "health benefit plan" means a hospital or medical expense policy, health, 

hospital, or medical service corporation contract, a plan provided by an insurer or welfare 

arrangement, and a health maintenance organization contract offered by an employer, but docs 

not include a policy covering only accident, credit, dental, disability income, long-term care, 

hospital indemnity, fixed indemnity, Medicare supplement, specified disease, vision care, 

coverage issued as a supplement to liability insurance, worker’s compensation insurance, 

automobile medical payment insurance;

(15) "index rate" means for small employers with similar case characteristics and 

plan designs as determined by the insurer for a rating period, the arithmetic average of the 

applicable base premium rale and the corresponding highest premium rate;

(16) "insurer" has the meaning given in AS 21.90.900 and includes a welfare 

arrangement, a fraternal benefit society, a health maintenance organization, a hospital service 

corporation, and a medical service corporation;

(17) "late enrollee" means an eligible employee or dependent who requests 

enrollment in a small employer’s health benefit plan following the initial enrollment period for 

which the employee or dependent was eligible to enroll under the terms of the health benefit plan
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f except that an eligible employee or dependent may not be considered a late enrollee if

2 (A) the individual

3 (i) was covered under qualifying previous coverage at the time of

4 the initial enrollment;

5 (ii) has lost coverage under qualifying previous coverage as a

6 result of the termination of employment or eligibility, the involuntary termination

7 of the qualifying previous coverage, death of a spouse, or divorce or dissolution

8 of marriage; and

9 (iii) requests enrollment within 30 days after the termination of the

10 qualifying previous coverage; or

11 (B) the individual is employed by an employer who offers multiple health

12 benefit plans and the individual elects a different health benefit plan during an open

13 enrollment period; or

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

15 child under a covered employee’s plan and request for enrollment is made within 30 days

16 after issuance of the court order;

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

18 arrangements and, to the extent permitted under 29 U.S.C. 1001 - 1459 (Employee Retirement

19 Income Security Act), other benefit arrangements providing health benefit plans in <his staig

20 (19) "new business premium rate" means the lowest premium rate charged or

21 offered, or that could have been charged or offered, by the small employer insurer to small

22 employers with similar case characteristics for newly issued health benefit plans with the same

23 or similar coverage;

24 (20) "plan of operation" means the plan of operation of the association adopted

25 by the board under AS 21.55.040;

26 (21) "qualifying previous coverage" and "qualifying existing coverage" mean

27 benefits or coverage provided under

28 (A) Medicare or Medicaid;

29 (B) an employer-based health insurance o; health benefit arrangement that

30 provides benefits similar to or exceeding benefits provided under the basic health benefit

31 plan; or
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1 (C) an individual health insurance policy, including coverage issued under

2 AS 21.84, AS 21.86, or AS 21.87 that provides benefits similar to or exceeding the

3 benefits provided under the basic health benefit plan, provided that the policy has been

4 in effect for a period of at least one year;

5 (22) "rating period" means the calendar period for which premium rates

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

7 (23) "reinsuring insurer" means a small employer insurer participating in the

8 reinsurance association under AS 21.55.010;

9 (24) "restricted network provision" means a provision of a health benefit plan that

10 conditions the payment of benefits, in whole or in part, on the use of health care providers that

11 have entered into a contractual arrangement with the insurer under AS 21.86 to provide health

12 care services to covered individuals;

13 (25) "small employer" means a person, firm, corporation, partnership, or

14 association actively engaged in business whose total employed work force consisted of, on at

15 least 50 percent of its working days during the preceding 12 months, at least-Uwet* but not more

16 than 25 eligible employees, the maj tv of whom are employed within the state; in determining

17 the number of eligible employees, ce _ anies that are affiliated companies or that are eligible to

18 file a combined tax return for purposes of federal taxation, are considered one employer; except

19 as otherwise specifically provided, provisions of this chapter that apply to a small employer that

20 has a health benefit plan continue to apply until the plan anniversary following the date the

21 employer no longer meets the requirements of this definition;

22 (26) "small employer insurer" means an insurer that offers a health benefit plan

23 covering eligible employees of one or more small employers;

24 (27) "standard health benefit plan" means a health benefit plan developed under

25 AS 21.55.140;

26 (28) "welfare arrangement" means a multiple employer welfare arrangement as

27 defined in 29 U.S.C. 1003, but does not include a multiple employer welfare arrangement that

28 is fully insured as provided in 26 U.S.C. 1060.

29 * Sec. 5. AS 21.86.260(a) is amended to read:

30 (a) Except as provided in AS 21.55 a n d  in this chapter, this title does not apply to a

31 health maintenance organization that obtains a certificate of authority under this chapter. This
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1 subsection does nof'apply to an insurer licensed under AS 2!.09 or a hospital or medical service

2 corporation licensed under AS 21.87 except with respect to its health maintenance organization

3 activities authorized by and regulated under this chapter.

4 :|! See. 6. AS 21.87.340 is amended to read:

5 Sec. 21.87.340. OTHER PROVISIONS APPLICABLE. In audition to the provisions

6 contained or referred to previously in this chapter, the following chapters and provisions of this

7 title also apply with respect to service corporations to the extent applicable and not in conflict

8 with the express provisions of this chapter and the reasonable implications of the express

9 provisions, and for the purposes ot the application the corporations shall be considered to be

10 mutual "insurers":

11 (1) AS 21.03

12 (2) AS 21.06

13 (3) AS 21.09, except AS 21.09.090

14 (4) AS 21.18.010

15 (5) AS 21.18.030

16 (6) AS 21.18.040

17 (7) AS 21.18.120

18 (8) AS 21.21.321

19 (9) AS 21.36

20 (10) AS 21.42.345 - 21 42.365, and 21.42.375

21 (11) AS 21.51.120

22 (12) AS 21.53

23 (13) AS 21.54.020

24 (14) AS 21.55

25 £15) AS 21.69.400

26 0 6 )  [(15)] AS 21.69.520

27 0 7 )  [(16)] AS 21.69.600, 21.69.620, and 21.69.630

28 118) [(17)] AS 21.78

29 0 9 )  [(18)] AS 21.89.040

30 120) [(19)] AS 21.89.060

31 (21) [(20)] AS 21.90.
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* Sec. 7. PREMIUM RATE RESTRICTION. Regarding a health benefit plan subject to 

AS 21.55.110, enacted in sec. 4 of this Act, that is delivered or issued for delivery before July I, ll>l)2, 

a premium rate for a rating period may exceed the ranges set out in AS 21.55.120(a)(1) and (2), enacted 

in sec. 4 of this Act, through June 30, 1995; on or after July 1, 1995, the premium rate may not exceed 

the ranges set out in AS 21.55.120(a)(1) and (2). However, through June 30, 1995, the percentage 

increase in the premium rate charged to a small employer for a new rating period may not exceed the 

sum of

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

of the prior rating period to the first day of the new rating period; in the case of a health benefit plan 

into which the small employer insurer is no longer enrolling new small employers, the small employer 

insurer shall use the percentage change in the base premium rate, provided that the change docs not 

exceed, on a percentage basis, the change in the new business premium rate for the most similar health 

benefit plan into which the small employer insurer is actively enrolling new small employers; and

(2) any adjustment due to change in coverage or change ir. the case characteristics of the 

small employer, as determined from the insurer’s rate manual.

* Sec. 8. TRANSITION, (a) Within 180 days after the board is appointed under AS 21.55.020, 

enacted in sec. 4 of this Act, the board of directors of the Small Employer Health Reinsurance 

Association shall submit a small employer health benefit plan to the director of the division of insurance 

for approval. If the association fails to submit a suitable plan of operation, the director may, after notice 

and hearing, adopt reasonable regulations necessary or advisable to effectuate the provisions of this 

chapter. These regulations continue in force until modified by the director or superseded by a plan 

submitted by the association and approved by the director.

(b) Notwithstanding AS 21.55.140(a), enacted in sec. 4 of this Act, a small employer insurer is 

not required to offer a small employer a basic or standard health benefit plan until 180 days after the 

director of the division of insurance has approved a basic and a standard small employer health benefit 

plan under AS 21.55.140, except that, if the Small Employer Health Reinsurance Association has not 

adopted a plan of operation, a small employer insurer is not required to offer a basic or standard health 

benefit plan until the date a plan of operation is adopted as provided under AS 21.55.040.

(c) By September 1, 1992, a small employer insurer shall file with the director the insurer’s net 

insurance premium earned from health benefit plans delivered or issued for delivery to small employers 

in this state in the previous calendar year.
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1 (cl) The Health Benefit Plan Committee, enacted in sec. 4  of this Act, shall submit the required

2 health benefit plans within 180 days after the members of the committee are appointed.

3 (e) Notwithstanding AS 21.55.070, enacted in sec. 4 of this Act, the board of directors of the

4 Small Employer Health Reinsurance Association shall provide the report required under AS 21.55.070

5 to the director of the division of insurance annually until December 31, 1997.

(j * Sec. 9 .  This Act takes effect July 1, 1992.
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CS FOR SENATE BELL NO. 242 (FINANCE)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE FINANCE COMMITTEE

Offered:
Referred:

Sponsors): SENATORS COLLINS, Menard, Pearce

A BELL 

FOR AN ACT ENTITLED

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

2 date."

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

4 * Section 1. PURPOSE, (a) The purpose of this Act is to

5 (1) promote the availability of health insurance coverage to small employers regardless

6 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 renewability of coverage;

10 (5) establish limitations on the use of preexisting condition exclusions;

11 (6) provide for development of "basic" and "standard" health benefit plans to be offered

12 to all small employers;

13 (7) provide for establishment of a reinsurance program; and

14 (8) improve the overall fairness and efficiency of the small group health insurance
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1 market.

2 (b) It is not the purpose of this Act to shift the cost of providing health insurance to small

3 employers, to other insured persons, or to the state.

4 * Sec. 2. AS 21.36 js amended by adding a new section to read:

5 Sec. 21.36.025. UNFAIR MARKETING PRACTICES PROHIBITED. A person may

6 not violate the applicable provisions of AS 21.55.180.

7 * Sec. 3. AS 21.36.090(d) is amended to read:

8 (d) Except to the extent necessary to comply with AS 21.42.365 and AS 21.55. a person

9 may not practice or permit unfair discrimination against a person who provides a service covered

10 under a group disability policy that extends coverage on an expense incurred basis, or under a

11 group service or indemnity type contract issued by a nonprofit corporation, if the service is within

12 the scope of the provider’s occupational license. In this subsection, "provider" means a state

13 licensed physician, dentist, osteopath, optometrist, chiropractor, nurse midwife, advanced nurse

14 practitioner, naturopath, physical therapist, or occupational therapist.

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

16 (d) Except to the extent necessary to comply with AS 21.42.365, a person may not

17 practice or permit unfair discrimination against a person who provides a service covered under

18 a group disability policy that extends coverage on an expense incurred basis, or under a group

19 service or indemnity type contract issued by a nonprofit corporation, if the service is within the

20 scope of the provider’s occupational license. In this subsection, "provider" means a state licensed

21 physician, dentist, osteopath, optometrist, chiropractor, nurse midwife, advanced nurse

22 practitioner, naturopath, physical therapist, or occupational therapist.

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

24 CHAPTER 55. SMALL EMPLOYER HEALTH INSURANCE.

25 ARTICLE 1. SMALL EMPLOYER HEALTH REINSURANCE ASSOCIATION.

26 Sec. 21.55.010. CREATION; MEMBERSHIP. A nonprofit incorporated legal entity to

27 be known as the Small Employer Health Reinsurance Association is established. Membership

28 consists of all insurers licensed to transact health insurance in the state that offer a health benefit

29 plan. All members shall maintain membership in the association as a condi don of doing health

30 insurance business, or being able to offer subscriber contracts, in the state.

31 Sec. 21.55.020. BOARD OF DIRECTORS; ORGANIZATION, (a) The board of
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1 directors of the association consists of nine individuals selected by participating members, subject

2 to approval by the director. The director shall endeavor to appoint at least six board members

3 who are also small employer insurers. If the director is unable to appoint six board members

4 who are also small employer insurers, the director may fill the remaining seats with any insurer.

5 In selecting members of the board, the director shall consider, among other things, whether all

6 types of participating members are fairly represented.

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

8 organization, one board member shall represent a hospital or medical service corporation, one

9 board members’ principal health insurance business shall be in the small employer market, and

10 one board member’s principal health insurance business shall be in the large employer market.

11 Members of the board may be reimbursed from the association for expenses incurred by them

12 as members, but may not otherwise be compensated by the association for their services. The

13 costs of conducting meetings of the association and its board of directors shall be borne by the

14 association.

15 (c) A member of the board serves for a term of three years and may be reappointed to

16 an unlimited number of terms. The term of a board member shall continue until a successor is

17 appointed. A vacancy on the board shall be filled by participating members, subject to approval

18 by the director. A board member may be removed by the director for cause.

19 Se". 21.55.030. GENERAL POWERS. The association may

20 (1) exercise the powers granted to insurers under the laws of the state, except that

21 the association may not issue insurance;

22 (2) sue or be sued;

23 (3) enter into contracts with insurers, similar associations in other states, or with

24 other persons for the performance of administrative functions;

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

26 association;

27 (5) take legal action as necessary to avoid the payment of improper claims against

28 the association;

29 (6) define the array of health coverage products for which reinsurance will be

30 provided and issue reinsurance policies;

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

2 (8) establish actuarial functions appropriate to the operation of the association;

3 (9) assess members under the provisions of this chapter and make advance interim

4 assessments as, may be reasonable and necessary for organizational and interim operating

5 expenses; interim assessments shall be credited as offsets against regular assessments due

6 following the close of the calendar year,

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

8 to provide technical assistance in the operation of the association, design of a policy or contract,

9 or to assist in other functions of the association;

10 (11) borrow money to accomplish the purposes of the association; notes or other

11 evidence of indebtedness of the association that are not in default are investments for insurers

12 and may be carried as admitted assets.

13 Sec. 21.55.040. PLAN OF OPERATION, (a) The association shall submit to the

14 director a plan of operation and amendments necessary or suitable to assure the fair, reasonable,

15 and equitable administration of the association. The director may, after notice and hearing,

16 approve the plan of operation if the director determines it to be suitable to assure the fair,

17 reasonable and equitable administration of the program on a proportionate basis under the

18 provisions of this section and it does not shift program costs to other insured persons or the state.

19 The plan of operation and amendments become effective upon approval in writing by the director.

20 (b) All members of the association shall comply with tire plan of operation.

21 (c) The plan of operation must establish procedures for

22 (1) handling and accounting of program assets and money of the association and

23 for an annual fiscal report to the director,

24 (2) reinsuring risks under the provisions of this section;

25 (3) collecting assessments from all members to provide for claims reinsured by

26 the association and for administrative expenses incurred or estimated to be incurred by the

27 association;

28 (4) selection of an administering insurer and establish the administering insurer’s

29 powers and duties; and

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

31 the association.
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1 Sec. 21.55.050. HEALTH CARE REINSURANCE, (a) A member may reinsure

2 coverage of an eligible employee of a small employer or a dependent of an eligible employee of

3 a small employer with the association only under the following provisions:

4 ()) regarding a small employer basic or standard health benefit plan, the

5 association shall reinsure the level of coverage provided;

6 (2) regarding a plan other than a small employer health benefit plan, the

7 association shall reinsure the level of coverage provided up to, but not exceeding, the level of

8 coverage provided in a small employer basic or standard health benefit plan;

9 (3) a small employer insurer may reinsure an entire employer group within 60

10 days of the commencement of the group’s coverage under a health benefit plvi;

11 (4) a small employer insurer may reinsure an eligible emp jyee or dependent

12 within a period of 60 days following the commencement of the coverage with the small

13 employer, a newly eligible employee or dependent of a reinsured small employer may be

14 reinsured within 60 days of the commencement of coverage;

15 (5) the association may not reimburse a reinsuring insurer regarding the claims

16 of a reinsured employee or dependent until the insurer has paid an initial level of claims for the

17 employee or dependent of $5,000 in a calendar year for benefits covered by the association;

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

19 reinsured employees or dependents of a small employer on any plan anniversary.

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

21 as required under (e) of this section and adjusted as follows:

22 (1) for whole group small employer reinsurance coverage, 1.5 multiplied by the

23 base premium rate established by the association for eligible employees, and dependents of

24 eligible employees, of a small employer all of whose coverage is reinsured with the association;

25 (2) for eligible employee or dependent reinsurance coverage, 5.0 multiplied by

26 the base premium rate established by the association.

27 (c) If a health benefit plan coverage for a small employer is entirely or partially reinsured

28 with the association, the premium charged to the small employer for a rating p e rx l for the

29 coverage issued under this section shall meet the premium rate requirements established under

30 AS 21.55.120.

31 (d) On or before March 1 of each year, the board shall determine and report to the
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1 director the association’s net loss for the previous calendar year, including administrative

2 expenses and incurred losses for the year, taking into account investment income and other

3 appropriate gains and losses. A net loss for the year shall be recovered by assessments collected

4 from reinsuring. insurers. The board shall establish, as part of the plan of operation, a formula

5 by which to make assessments against reinsuring insurers. The assessment formula must be

6 based on each reinsuring insurer’s share of the total premiums earned in the preceding calendar

7 year from health benefit plans delivered or issued for delivery to small employers in this state

8 by reinsuring carriers and each reinsuring insurer’s share of the premiums earned in the preceding

9 calendar year from newly issued health benefit plans delivered or issued for delivery during the

10 calendar year to small employers in this state by reinsuring insurers. In determining an

11 assessment, if any, that :s collected from a member, the following provisions apply:

12 (1) the f  ranila established under this subsection may not result in a reinsuring

13 insurer having an assessment share that is less than 50 percent or more than 150 percent c f an

14 amount that is based on the proportion of the reinsuring insurer’s total premiums earned in the

15 preceding calendar year from health benefit plans delivered or issued for delivery to small

16 employers in this state by reinsuring insurers to total premiums earned in the preceding calendar

17 year from health benefit plans delivered or issued for delivery to small employers in this state

18 by all reinsuring carriers;

19 (2) the board may, with approval of the director, change the assessment formula

20 established under this section from time to time as appropriate; the board may provide for the

21 shares of the assessment base attributable to premiums from all health benefit plans and to

22 premiums from newly issued health benefit plans to vary during a transition period;

23 (3) subject to the approval of the director, the board shall make an adjustment to

24 the assessment formula for reinsuring carriers that are approved health maintenance organizations

25 that are federally qualified under 42 U.S.C. 300, to the extent, if any, that restrictions are

26 imposed on those organizations that are not imposed on other small employer carriers;

27 (4) premiums and benefits paid by a reinsuring insurer that are less than an

28 amount determined by the board to justify the cost of collection may not be considered for

29 purposes of determining assessments;

30 (5) annually before March 1, the board shall determine and file with the director

31 an estimate of the assessments needed to fund losses incurred by the association in the previous
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1 calendar year,

2 (6) if the board determines that the assessments needed to fund the losses incurred

3 by the association in the previous calendar year will exceed five percent of total premiums earned

4 in the previous year from health benefit plans delivered or issued for delivery to small employers

5 in this state by reinsuring insurers, the board shall evaluate the operation of the program and

6 report its findings, including any recommendations for changes to the plan of operation, to the

7 director within 90 days following the end of the calendar year in which the losses were incurred;

8 the evaluation must include an estimate of future assessments, the administrative costs of the

9 program, the appropriateness of the premiums charged, and the level of insurer retention under

10 the program and the costs of coverage for small employers; if the board fails to file a report with

11 the director within 90 days following the end of the applicable calendar year, the director may

12 evaluate the operations of the program and implement amendments to the plan of operation the

13 director determines necessary to reduce future losses and assessments;

14 (7) if assessments exceed net losses of the association, the excess shall be held

15 in an interest bearing account and used by the board to offset future losses or to reduce

16 association premiums; in this paragraph, "future losses" include a reserve for incurred but not

17 reported claims;

18 (8) the board shall annually'determine a member’s proportion of participation in

19 the association based on annual statements and other repons determined necessary by the board

20 and filed by the member with the board; an insurer shall repon to the board a claim payment

21 made and administrative expense incurred in this state on a semi-annual basis on a form

22 prescribed by the director;

23 (9) the plan of operation must include a provision for the imposition of an interest

24 penalty for late payment of assessments;

25 (10) a member may request a deferment from the director, in whole or in part,

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

27 assessment of a member if, in die opinion of the director payment of the assessment would

28 endanger the ability of the member to fulfill the member’s contractual obligations;

29 (11) in the event an assessment against a member is deferred in whole or in part,

30 the amount by which the assessment is deferred may be assessed against the other members in

31 a manner consistent with the basis for assessments set out in this subsection; the member
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1 receiving a deferment shall remain liable to the association for the amount deferred; the director

2 may attach conditions to a deferment; a member receiving a deferment may not reinsure an

3 individual or group as provided under this section until the assessment is paid.

4 (e) Th? board, as part of the plan of operation, shall establish a methodology for

5 determining premium rates to be charged by the program for reinsuring small employers and

6 individuals under this section. The methodology must include a system for classification of small

7 employers that reflects the types of case characteristics commonly used by small employer

8 insurers in the state. The methodology must provide for the development of base reinsurance

9 premium rates that shall be multiplied by the factors set out in (b) of this section to determine

10 the premium rates for the association. The base reinsurance premium rates shall be established

11 by the board, subject to the approval of the director, and shall be set at levels that reasonably

12 approximate gross premiums charged to small employers by small employer insurers for health

13 benefit plans with benefits similar to the standard health benefit plan. The board shall review

14 the methodology established under this subsection to ensure that the methodology reasonably

15 reflects the claims experience of the program. Changes to the methodology may be proposed by

16 the board, and are subject to approval by the director.

17 Sec. 21.55.060. HEALTH BENEFIT PLAN COMMITTEE, (a) The health benefit plan

18 committee is established in the association. The committee is composed of seven members

19 selected by the director as follows:

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

21 (2) one member who represents small employers;

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

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

24 (5) one member who represents agents or brokers.

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

26 limitations for the basic and standard health benefit plan offered under AS 21.55.140. The

27 committee shall also design a basic health benefit plan and a standard health benefit plan that

28 contain benefit and cost sharing levels that are consistent with the basic method of operation and

29 the benefit plans of health maintenance organizations, including restrictions imposed by federal

30 law. The plans ..{commended by the committee may include the following cost containment

31 features:
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1 (1) utilization review of health care services, including review of the medical

2 necessity of hospital and physician services;

3 (2) case management;

4 (?) selective contracting with hospitals, physicians, and other health care

5 providers;

6 (4) reasonable benefit differentials applicable to providers that participate or do

7 not participate in arrangements using restricted network provisions; and

8 (5) other managed care provisions.

9 Sec. 21.55.070. REQUIRED REPORT. The board shall study and report at least once

10 every two years to the director and to the legislature on the effectiveness of this chapter. The

11 report must analyze the effectiveness of the chapter in promoting rate stability, product

12 availability, and coverage affordability. The report may contain recommendations for actions to

13 improve the overall effectiveness, efficiency, and fairness of the small group health insurance

14 marketplace. The report must address whether insurers, agents, brokers, managing general agents,

15 and third-party administrators are fairly and actively marketing or issuing health benefit plans to

16 small employers in fulfillment of the purposes of the chapter. The report may contain

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

18 Sec. 21.55.080. ADMINISTRATIVE PROCEDURE ACT. The association is exempt

19 from the Administrative Procedure Act (AS 44.62).

20 Sec. 21.55.090. TAX EXEMPTION. The association is exempt from the payment of fees

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

22 personal property.

23 Sec. 21.55.100. LIMITATION OF LIABILITY. A member of the association is not

24 liable for civil iamages resulting from an act or omission of the member on behalf of the

25 association unless th* i member acts with gross negligence or intentional misconduct.

26 ARTICLE 2. SMALL EMPLOYER HEALTH INSURANCE PLANS.

27 Sec. 21.55.110. APPLICABILITY, (a) An individual or group health benefit plan is

28 subject to the provisions of this chapter if the plan provides health care benefits covering

29 employees of a small employer and if one of the following conditions are met:

30 (1) any portion of the premium or benefits is paid by a small employer;

31 (2) a covered individual or dependent is reimbursed, through wage adjustments
»
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1 or otherwise, by or on behalf of a small employer for all or a portion of the premium; or

2 (3) the health benefit plan is treated by the employer or any of the eligible

3 employees or dependents as pan of a plan or program for the purposes of 26 U.S.C. 106 or 26

4 U.S.C. 162 (Internal Revenue Code).

5 (b) Except as provided in this chapter, other provisions of law requiring the coverage or

6 the offer of coverage of a health care service or benefit and other provisions of law requiring die

7 reimbursement, utilization, or consideration of a specific category of a licensed or certified health

8 care practitioner do not apply to a health benefit plan offered or delivered to a small employer.

9 (c) Except as provided in this subsection, for purposes of this chapter insurers that are

10 affiliated companies or that are eligible to file a consolidated tax return shall be treated as one

11 insurer and a restriction or limitation imposed under this chapter shall apply as if all health

12 benefit plans delivered or issued for delivery to a small employer in this state by an affiliated

13 insurer were issued by one insurer. An affiliated insurer that is a health maintenance organization

14 having a certificate of authority under AS 21.86 may be considered to be a separate insurer for

15 the purposes of this chapter.

16 Sec. 21.55.120. PREMIUM RATE RESTRICTIONS DISCLOSURES; REPORTS;

17 CONFIDENTIALITY, (a) A premium rate for a health benefit plan subject to this chapter is

18 subject to the following provisions:

19 (1) the premium rate charged or offered during a rating period to small employers

20 with similar case characteristics as determined by the insurer for the same or similar coverage

21 may not vary from the applicable index rate by more than 35 percent of the applicable index rate;

22 (2) regarding a health benefit plan issued before July 1, 1992. if premium rates

23 charged or offered for the same or similar coverage under a health benefit plan covering a small

24 employer with similar case characteristics as determined by the insurer exceeds the applicable

25 index rate by more than 35 percent, an increase in premium rates for a new rating period may

26 not exceed the sum of

27 (A) a percentage change in the base premium rate measured from the first

28 day of the prior rating period to the first day of the new rating period; plus

29 (B) adjustments due to changes in case char2°teristics or plan design of

30 the small employer, as determined by the insurer;

31 (3) the percentage increase in the premium rate charged to a small employer for
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1 a new rating period may not exceed the sum of the following:

2 (A) the percentage change in the new business premium rate measured

3 from the "t day of the prior rating period to the first day of the new rating period; in

4 the case, of a health benefit plan into which the small employer insurer is no longer

5 enrolling new small employers, the small employer insurer shall use the percentage

6 change in the base premium rate, provided that the change does net exceed, on a

7 percentage basis, the change in the new business premium rate for the most similar health

8 benefit plan into which the small employer insurer is actively enrolling new small.

9 employers;

10 (B) any adjustment, not to exceed 15 percent annually and adjusted pro

11 rata for raring periods of less than one year, due to the claim experience, health status,

12 or duration of coverage of the employees or dependents of the small employer as

13 determined from the small employer insurer’s rate manual; and

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

15 characteristics of the small employer, as determined from the small employer insurer’s

16 rate manual;

17 (4) adjustments in rates for claim experience, health status, and duration of

18 coverage may not be charged to individual employees or dependents; any adjustment must be

19 applied uniformly to the rates charged for all employees and dependents of the small employer;

20 (5) a premium rate for a health benefit plan shall comply with the requirements

21 of this section notwithstanding an assessment paid or payable by small employer insurers under

22 AS 21.55.050(d);

23 (6) a small employer insurer may utilize industry as a case characteristic in

24 establishing premium rates, provided that the rate factor associated with an industry classification

25 may not vary by more than 15 percent from the arithmetic average of the highest and lowest rate

26 factors associated with all industry classifications;

27 (7) a small employer insurer shall

28 (A) apply rating factors, including case characteristics, consistently with

29 respect to all small employers; rating factors must produce premiums for identical groups

30 that differ only by amounts attributable to plan design and do not reflect differences due

31 to the nature of the groups assumed to select particular health benefit plans; and
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1 (B) treat all health benefit plans issued or renewed in the same calendar

2 month as having the same rating period;

3 (8) for die purposes of this subsection, a health benefit plan that utilizes a

4 restricted provider network may not be considered sin' overage to a health benefit plan that

5 does not utilize a restricted provider network;

6 (9) a small employer insurer may not use cast characteristics, other than age,

7 gender, industry, geographic area, family composition, and group size without prior approval of

8 the director.

9 (b) In connection with the offering for sale of a health benefit plan to a small employer,

10 a small employer insurer shall make a reasonable disclosure, as part of its solicitation and sales

11 materials, of the following:

12 (1) the extent that premium rates for a specified small employer are established

13 or adjusted based upon the actual or expected variation in claims costs or actual or expected

14 variation in health status of the employees of the small employer and their dependents; and

15 (2) the provisions of the health benefit plan

16 (A) concerning the small employer insurer’s right: to change premium rates

17 and factors, other than claim experience, that affect changes in premium rates;

18 (B) relating to renewability of policies and contracts; and

19 (C) relating to any preexisting condition provision.

20 (c) A small employer insurer shall

21 (1) maintain at its principal place of business a complete and detailed description

22 of its rating practices and renewal underwriting practices, inf iuding information and

23 documentation that demonstrate that its rating methods and practices are based upon commonly

24 accepted actuarial assumptions and are in accordance with sound actuarial principles;

25 (2) file with the director annually, on or before March 15, an actuarial

26 certification certifying that the insurer is in compliance with this chapter and that the rating

27 methods of the small employer insurer are actuarially sound; the certification shall be in a form

28 and manner, and must contain information, as specified by the director; a copy of the certification

29 shall be retained by the small employer insurer at its principal place of business;

30 (3) make the information and documentation described in (1) of this subsection

31 available to the director upon requ^t; the information is confidential and not subject to
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1 disclosure, except

2 (A) as agreed to by the small employer insurer,

3 (B) as ordered by a court of competent jurisdiction; or

4 . . ( C )  the director may use the information or other discovered information

5 in a judicial or administrative proceeding.

6 (d) The director may adopt regulations to implement the provisions of this section and

7 to ensure that rating practices used by small employer insurers are consistent with the purposes

8 of this act, including ensuring that differences in rates charged for health benefit plans by small

9 employer insurers are reasonable and reflect objective differences in plan design, not including

10 differences due to the nature of the groups assumed to select particular health benefit plans.

11 Sec. 21.55.130. RENEWABILITY OF COVERAGE, (a) A health benefit plan subject

12 to this chapter shall be renewable with respect to aJ eligible employees and dependents at the

13 option of the small employer, except for

14 (1) nonpayment of the required premiums;

15 (2) fraud or misrepresentation of the small employer or, with respect to coverage

16 of individual insureds, the insureds or their representatives;

17 (3) noncompliance with the minimum participation or employer contribution

18 requirements;

19 (4) repeated misuse of a provider network provision; or

20 (5) a small employer insurer who elects to nonrenew all of its health benefit plans

21 delivered or issued for delivery to small employers in this state; an insurer who elects to

22 nonrenew as described in this paragraph shall

23 (A) provide advance notice of the decision to the director and to the

24 director or commissioner of insurance in each state in which the insurer is licensed; and

25 (B) provide notice of the decision not to renew coverage to all affected

26 small employers and to the insurance regulatory office in each state in which an affected

27 covered individual is known to reside at least 180 days before the nonrenewal of the

28 health benefit plan by the insurer; notice to the director under this subparagraph shall be

29 provided at least three working days before the notice to the affected small employers;

30 (6) a health benefit plan for which the director finds that the continuation of the

31 coverage would
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1 (A) not be in the best interests of the policyholders or certificate holders;

2 or

3 (B) impair the insurer’s ability to meet its contractual obligations.

4 (b) A sprall employer insurer that elects not to renew a health benefit plan under (a)(5)

5 of this section may not write new business in the small employer market in this state for a period

6 of five years from the date of notice to the director.

7 ĉ) If a small employer insurer is doing business in o.'.ly one established geographic

8 service area of the state, the provisions in this section apply only to the insurer’s operations in

9 that established service area.

10 Sec. 21.55.140. REQUIRED OFFER OF COVERAGE, (a) Except as provided under

11 AS 21.55.160, a small employer insurer shall, as a condition of transacting business in this state

12 with small employers, offer to small employers at least two health benefit plans. One health

13 benefit plan offered by a small employer insurer shall be a basic health benefit plan and one plan

14 shall be a standard health benefit plan. A small employer insurer shall issue a basic health

15 benefit plan or a standard health benefit plan to an eligible small employer that applies for either

16 plan, agrees to make the required premium payments, and agrees to satisfy the other reasonable

17 provisions of the health benefit plan not inconsistent with this chapter.

18 (b) A small employer insurer shall file with the director, under AS 21.42, the basic health

19 benefit plans and the standard health benefit plans to be used by the insurer.

20 (c) The director at any time may, after providing notice and an opportunity for a hearing

21 to a small employer insurer as provided under AS 21.06.180 - 21.06.210, disapprove the

22 continued use by the small employer insurer of a basic or standard health benefit plan if the plan

23 does not meet the requirements of this chapter.

24 Sec. 21.55.150. REQUIRED HEALTH BENEFIT PROVISIONS. A health benefit plan

25 covering a small employer must include the following provisions:

26 (1) a health benefit plan may not deny, exclude, or limit benefits for a covered

27 individual for losses incurred more than 12 months following the effective date of the

28 individual’s coverage due to a preexisting condition; a health benefit plan may not define a

29 preexisting condition more resoictively than

30 (A) a condition that would have caused an ordinarily prudent person to

31 seek medical advice, diagnosis, care, or treatment during the six months immediately
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1 preceding the effective date of coverage;

2 (B) a condition for which medical advice, diagnosis, care, or treatment was

3 recommended or received during the six months immediately preceding the effective date

4 of coverage; or

5 (C) a pregnancy existing on the effective date of coverage;

6 (2) a health benefit plan must waive any time period applicable to a preexisting

7 condition exclusion or limitation period with respect to particular services for the period of time

8 an individual was previously covered by qualifying previous coverage that provided benefits with

9 respect to the services, provided that the qualifying previous coverage was continuous to a date

10 not more than 30 days before the effective date of the new coverage; this paragraph does not

11 preclude application of a waiting period applicable to all new enrollees under the health benefit

12 plan;

13 (3) a health benefit plan may exclude coverage for late enrollees for the greater

14 of 18 months or for an 18-month preexisting condition exclusion, provided that if both a period

15 of exclusion from coverage and a preexisting condition exclusion are applicable to a late enrollee,

16 the combined period may not exceed 18 months from the date the individual enrolls for coverage

17 under the health benefit plan;

18 (4) requirements used by a small employer insurer in determining whether to

19 provide coverage to a small employer shall be applied uniformly among all small employers with

20 the same number of eligible employees applying for coverage or receiving coverage from the

21 small employer insurer, except that a small employer insurer may vary application of minimum

22 participation requirements and minimum employer contribution requirements by the size of the

23 small employer group;

24 (5) a small employer insurer may not increase a requirement for minimum

25 employee participation or a requirement for minimum employer contribution applicable to a small

26 employer at any time after the small employer has been accepted for coverage, except as allowed

27 under (4) of this section;

28 (6) if a small employer insurer offers coverage to a small employer, the small

29 employer insurer shall offer coverage to all of the eligible employees of a small employer and

30 their dependents; a small employer insurer may not offer coverage to only certain individuals in

31 a small employer group or to only pan of the group, except in the case of late enrollees as

L
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1 provided in (3) of this section;

2 (7) a health benefit plan may not, by a rider or amendment applicable to a specific

3 individual, restrict or exclude coverage by type of illness, treatment, medical condition, or

4 accident, except for preexisting conditions as allowed under this section.

5 Sec. 21.55.160. EXEMPTION FROM REQUIRED OFFER OF COVERAGE, (a) A

6 small employer insurer is not required to offer coverage or accept applications under

7 AS 21.55.140(a)

8 (1) if the small employer is not physically located in the insurer’s established

9 geographic service area;

10 (2) if the employee does not work or reside within the insurer’s established

11 geographic service area;

12 (3) within an established geographic service area where the small employer

13 insurer reasonably anticipates, and demonstrates to the satisfaction of the director, that it will not

14 have the capacity to deliver service adequately to the members of the groups because of its

15 obligations to existing group policyholders and enrollees; or

16 (4) if the certificate of authority or bylaws of the insurer do not permit the insurer

17 to issue coverage on a marker .vide basis; an insurer described in this subparagraph shall comply

18 with AS 21.55.140 regarding small employers that meet the requirements of the insurer’s

19 certificate of authority or bylaws; this subparagraph does not apply to insurers who limit coverage

20 based on health status or health risk.

21 (b) A small employer insurer that cannot offer coverage under (a)(3) of this section may

22 not offer coverage in the applicable area to new cases of employer groups with more than 25

23 eligible employees or to small employer groups until the later of 180 days following each refusal

24 or the date on which the insurer notifies the director that it has regained capacity to deliver

25 services to small employer groups.

26 (c) A small employer insurer may not be required to provide coverage to small employers

27 for any period of time for which the director determines that requiring the acceptance of small

28 employers would place the small employer insurer in a financially impaired condition.

29 Sec. 21.55.170. CONDITIONS FOR CEASING TO DO BUSINESS. A small employer

30 insurer or a welfare arrangement may cease doing business in the small employer market if the

31 insurer o’ welfare arrangement provides notice of the decision to cease doing business in the
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1 small employer market to the division, the board, the policyholder or contract holder, and the

2 employer, and coverage under a health benefit plan subject to this chapter is continued for one

3 year after the date of the notice required under this section. A small employer insurer or a

4 welfare arrangement that ceases doing business in the small employer marketplace may not

5 reenter the small employer marketplace for a period of five years from the date of the notice

6 required under this section.

7 Sec. 21.55.180. FAIR MARKETING STANDARDS, (a) A small employer insurer shall

8 actively market health benefit plan coverage, including the basic and standard health benefit

9 plans, to eligible small employers in the state. If a small employer insurer denies coverage to

10 a small employer on the basis of the health status or claims experience of the small employer or

11 its employees or dependents, the small employer insurer shall offer the small employer the

12 opportunity to purchase a basic health benefit plan and a standard health benefit plan.

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

14 indirectly, encourage or direct small employers to refrain from filing an application for coverage

15 with the small employer ir surer because of the health status, claims experience, industry,

16 occupation, or geographic location of the small employer, or encourage or direct small employers

17 to seek coverage from another insurer because of the health status, claims experience, industry,

18 occupation, or geograph-'c location of the small employer. This subsection does not apply to

19 information provided by a small employer insurer to a small employer regarding the established

20 geographic service area or a restricted network provision of a smail employer insurer.

21 (c) Except as prov.ded in this subsection, a small employer insurer may not, directly or

22 indirectly, enter into a contact, agreement, or arrangement with an agent, broker, managing

23 general agent, or third-party administrator that provides for or results in the compensation paid

24 to an agent or broker for the sale of a health benefit plan to be varied because of the health

25 status, claims experience, industry, occupation, or geographic location of the small employer.

26 Puis subsection does not apply to a compensation arrangement that provides compensation to an

27 agent, broker, managing general agent, or third-party administrator on the basis of a percentage

28 of premium, provided that the percentage does not vary because of the health status, claims

29 experience, industry, occupation, or geographic area of the small employer.

30 (d) A small employer insurer

31 (1) shall provide reasonable compensation, as provided under the plan of operation
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1 of the program, to an agent, broker, managing general agent, or third-party administrator, if any,

2 for the sale of a basic or standard health benefit plan;

3 (2) or agent, broker, managing general agent, or third-party administrator may not

4 induce or otherwise encourage a small employer to separate or otherwise exclude an employee

5 from health coverage or benefits provided in connection with the employee’s employment;

6 (3) may only deny an application for coverage from a small employer in writing

7 and if the reasons for the denial are stated.

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

9 marketing and broad availability of health benefit plans to small employers in this state.

10 (f) A violation of this section by a person is an unfair trade practice for purposes of

11 AS 21.36.

12 (g) If a small employer insurer enters into a contract, agreement, or other arrangement

13 with a third-party administrator to provide administrative, marketing, or other services related to

14 the offering of health benefit plans to small employers in this state, the third-party administrator

15 is subject to this section as if it were a small employer insurer.

16 Sec. 21.55.250. DEFINrTIONS. In this chapter,

17 (1) "actuarial certification" means a written statement by a member of the

18 American Academy of Actuaries or another individual acceptable to the director indicating that

19 based on the person’s examination, including a review of the appropriate records, actuarial

20 assumptions, and methods used by the insurer in establishing premium rates for applicable health

21 insurance plans that a small employer insurer is in compliance with the provisions of

22 AS 21.55.120;

23 (2) "affiliate" or "affiliated" means a person who directly or indirectly, through

24 one or more intermediaries, controls or is controlled by or is under common control with, a

25 specified person;

26 (3) "agent" has the meaning given in AS 21.90.900;

27 (4) "association" means the Small Employer Health Reinsurance Association

28 created in AS 21.55.010;

29 (5) "base premium rate" means the lowest premium rate charged or that could

30 have been charged under the rating system by the small employer insurer to small employers with

31 similar case characteristics for health benefit plans with the same or similar coverage;
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1 (6) "basic health benefit plan" means a lower cost plan offered under

2 AS 21.55.140;

3 (7) "board" means the board of directors of the association;

4 ($) "broker" has the meaning given in AS 21.90.900;

5 (9) "case characteristics" means demographic or other objective characteristics of

6 a small employer that are considered by the small employer insurer in the determination of

7 premium rates for the small employer, provided that claim experience, health status, and duration

8 of coverage may not be case characteristics for the purposes of this chapter;

9 (10) "committee" means the health benefit plan committee established in

10 AS 21.55.060;

11 (11) "dependent" means the spouse or an unmarried child of an eligible employee

12 who is not yet 19 years of age; an unmarried child who is a full-time student, who is not yet 23

13 years of age, and who is financially dependent upon the parent; and an unmarried child of any

14 age who is medically certified as disabled and dependent upon the parent, subject to applicable

15 terms of the health benefit plan covering the employee;

16 (12) "eligible employee" means an employee who works on a full-time basis, with

17 a normal work week of 30 or more hours, and includes a sole proprietor, a partner of a

18 partnership or an independent contractor, provided the sole proprietor, partner, or contractor is

19 included as an employee under a health benefit plan of a small employer, but does not include

20 an employee who works on a part-time, temporary, or substitute basis;

21 (13) "established geographic service area" means a geographic area within which

22 the insurer is authorized to provide coverage under the insurer’s certificate of authority as

23 approved by the director,

24 (14) "health benefit plan" means a hospital or medical expense policy, health,

25 hospital, or medical service corporation contract, a plan provided by an insurer or welfare

26 arrangement, and a health maintenance organization contract offered by an employer, but does

27 not include a policy covering only accident, credit, dental, disability income, long-term care,

28 hospital indemnity, fixed indemnity, Medicare supplement, specified disease, vision care,

29 coverage issued as a supplement to liability insurance, worker’s compensation insurance,

30 automobile medical payment insurance;

31 (15) "index rate" means for small employers with similar case characteristics and

L
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1 plan designs as determined by the insurer for a rating period, the arithmetic average of the

2 applicable base premium rate and the corresponding highest premium rate;

3 (16) "insurer" has the meaning given in AS 21.90.900 and includes a welfare

4 arrangement, a ,fratemal benefit society, a health maintenance organization, a hospital service

5 corporation, and a medical service corporation;

6 (17) "late enrollee" means an eligible employee or dependent who requests

7 enrollment in a small employer’s health benefit plan following the initial enrollment period for

8 which the employee or dependent was eligible to enroll under the terms of the health benefit plan

9 except that an eligible employee or dependent may not be considered a late enrollee if

10 (A) the individual

11 (i) was covered under qualifying previous coverage at the time of

12 the initial enrollment;

13 (ii) has lost coverage under qualifying previous coverage as a

14 result of the termination of employment or eligibility, the involuntary termination

15 of the qualifying previous coverage, death of a spouse, or divorce or dissolution

16 of marriage; and

17 (iii) requests enrollment within 30 days after the termination of the

18 qualifying previous coverage; or

19 (B) the individual is employed by an employer who offers multiple health

20 benefit plans and the individual elects a different health benefit plan during an open

21 enrollment period; or

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

23 child under a covered employee’s plan and request for enrollment is made within 30 days

24 after issuance of the court order,

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

26 arrangements and, to the extent permitted under 29 U.S.C. 1001 - 1459 (Employee Retirement

27 Income Security Act), other benefit arrangements providing health benefit plans in this state;

28 (19) "new business premium rate" means the lowest premium rate charged or

29 offered, or that could have been charged or offered, by the small employer insurer to small

30 employers with similar case characteristics for newly issued health benefit plans with the same

31 or similar coverage;
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(20) "plan of operation" means the plan of operation of the association adopted 

by the board under AS 21.55.040;

(21) "qualifying previous coverage" and "qualifying existing coverage" mean 

benefits or coverage provided under

(A) Medicare or Medicaid;

(B) an employer-based health insurance or health benefit arrangement that 

provides benefits similar to or exceeding benefits provided under the basic health benefit 

plan; or

(C) an individual health insurance policy, including coverage issued under 

AS 21.84, AS 21.86, or AS 21.87 that provides benefits similar to or exceeding the 

benefits provided under the basic health benefit plan, provided that the policy has been 

in effect for a period of at least one year;

(22) "rating period" means the calendar period for which premium rates 

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

(23) "reinsuring insurer" means a small employer insurer participating in the 

reinsurance association under AS 21.55.010;

(24) "restricted network provision" means a provision of a health benefit plan that 

conditions the payment of benefits, in whole or in part, on the use of health care providers that 

have entered into a contractual arrangement with the insurer under AS 21.86 to provide health 

care services to covered individuals;

(25) "small employer" means a person, firm, corporation, partnership, or 

association actively engaged in business whose total employed work force consisted of, on at 

least 50 percent of its working days during the preceding 12 months, at least two but not more 

than 25 eligible employees, the majority of whom are employed within the state; in determining 

the number of eligible employees, companies that are affiliated companies or that are eligible to 

file a combined tax return for purposes of federal taxation, are considered one employer; except 

as otherwise specifically provided, provisions of this chapter that apply to a small employer that 

has a health benefit plan continue to apply until the plan anniversary following the date the 

employer no longer meets the requirements of this definition;

(26) "small employer insurer" means an insurer that offers a health benefit plan 

covering eligible employees of one or more small employers;

-21-
iVew T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]

CSSB 242QFTN)



1 (27) "standard health benefit plan" means a health benefit plan developed under

2 AS 21.55.140;

3 (28) "welfare arrangement" means a multiple employer welfare arrangement as

4 defined in 29 LT.S.C. 1003, but does not include a multiple employer welfare arrangement that

5 is fully insured as provided in 26 U.S.C. 1060.

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

7 (a) Except as provided In AS 21.55 and in this chapter, this title does not apply to a

8 health maintenance organization that obtains a certificate of authority under this chapter. This

9 subsection does not apply to an insurer licensed under AS 21.09 or a hospital or medical service

10 corporation licensed under AS 21.87 except with respect to its health maintenance organization

11 activities authorized by and regulated under this chapter.

12 * Sec. 7. AS 21.86.260(a) is repealed and reenacted to read:

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

14 organization that obtains a certificate of authority under this chapter. This subsection does not

15 apply to an insurer licensed under AS 21.09 or a hospital or medical service corporation licensed

16 under AS 21.87 except with respect to its health maintenance organization activities authorized

17 by and regulated under this chapter.

18 * Sec. 8. AS 21.87.340 is amended to read:

19 Sec. 21.87.340. OTHER PROVISIONS APPLICABLE. In addition to the provisions

20 contained or referred to previously in this chapter, the following chapters and provisions of this

21 title also apply with respect to service corporations to the extent applicable and not in conflict

22 with the express provisions of this chapter and the reasonable implications of the express

23 provisions, and for the purposes of the application the corporations shall be considered to be

24 mutual "insurers":

25 (1) AS 21.03

26 (2) AS 21.06

27 (3) AS 21.09, except AS 21.09.090

28 (4) AS 21.18.010

29 (5) AS 21.18.030

30 (6) AS 21.18.040

31 (7) AS 21.18.120
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1 (8) AS 21.21.321

2 (9) AS 21.36

3 (10) AS 21.42.345 - 21.42.365, and 21.42.375

4 Q l) AS 21.51.120

5 (12) AS 21.53

6 (13) AS 21.54.020

7 (14) AS 21.55

8 115) AS 21.69.400

9 116) [(15)] AS 21.69.520

10 {17} [(16)] AS 21.69.600, 21.69.620, and 21.69.630

11 {18} [(17)] AS 21.78

12 {19} [(18)] AS 21.89.040

13 {20} [(19)] AS 21.89.060

14 {21} [(20)] AS 21.90.

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

16 Sec. 21.87.340. OTHER PROVISIONS APPLICABLE. In addition to the provisions

17 contained or referred to previously in this chapter, the following chapters and provisions of this

18 title also apply with respect to service corporations to die extent applicable and not in conflict

19 with the express provisions of this chapter and the reasonable implications of the express

20 provisions, and for the purposes of the application the corporations shall be considered to be

21 mutual "insurers":

22 (1) AS 21.03

23 (2) AS 21.06

24 (3) AS 21.09, except AS 21.09.090

25 (4) AS 21.18.010

26 (5) AS 21.18.030

27 (6) AS 21.18.040

28 (7) AS 21.18.120

29 (8) AS 21.21.321

30 (9) AS 21.36

31 (10) AS 21.42.345 - 21.42.365, and 21.42.375
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1 (ID AS 21.51.120

2 (12) AS 21.53

3 (13) AS 21.54.020

4 (14) AS 21.69.400

5 (15) AS 21.69.520

6 (16) AS 21.69.600, 21.69.620, and 21.69.630

7 (17) AS 21.78

8 (18) AS 21.89.040

9 (19) AS 21.89.060

10 (20) AS 21.90.

11 * Sec. 10. PREMIUM RATE RESTRICTION. Regarding a health benefit plan subject to

12 AS 21.55.110, enacted in sec. 5 of this Act, that is delivered or issued for delivery before July 1, 1992,

13 a premium rate for a rating period may exceed the ranges set out in AS 21.55.120(a)(1) and (2), enacted

14 in sec. 5 of this Act, through June 30, 1995; on or after July 1, 1995, the premium rate may not exceed

15 the ranges set out in AS 21.55.120(a)(1) and (2). However, through June 30, 1995, the percentage

16 increase in the premium rate charged to a small employer for a new rating period may not exceed the

17 sum of

18 (1) the percentage change in the new business premium rate measured from the first day

19 of the prior rating period to the first day of the new rating period; in the case of a health benefit plan

20 into which the small employer insurer is no longer enrolling new small employers, the small employer

21 insurer shall use the percentage change in the base premium rate, provided that the change does not

22 exceed, on a percentage basis, the change in the new business premium rate for the most similar health

23 benefit plan into which the small employer insurer is actively enrolling new small employers; and

24 (2) any adjustment due to change in coverage or change in the case characteristics of the

25 small employer, as determined from the insurer’s rate manual.

26 * Sec. 11. TRANSITION, (a) Within 180 days after the board is appointed under AS 21.55.020,

27 enacted in sec. 5 of this Act, the board of directors of the Small Employer Health Reinsurance

28 Association shall submit a small employer health benefit plan to the director of the division of insurance

29 for approval. If the association fails to submit a suitable plan of operation, the director may, after notice

30 and hearing, adopt reasonable regulations necessary or advisable to effectuate the provisions of this

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

2 (b) Notwithstanding AS 21.55.140(a), enacted in sec. 5 of this Act, a small employer insurer is

3 not required to offer a small employer a basic or standard health benefit plan until 180 days after the

4 director of the division (of insurance has approved a basic and a standard small employer health benefit

5 plan under AS 21.55.140, except that, if the Small Employer Health Reinsurance Association has not
♦

6 adopted a plan of operation, a small employer insurer is not required to offer a basic or standard health

7 benefit plan until the date a plan of operation is adopted as provided under AS 21.55.040.

8 (c) By September 1, 1992, a small employer insurer shall file with the director the insurer’s net

9 insurance premium earned from health benefit plans delivered or issued for delivery to small employers

10 in this state in the previous calendar year.

11 (d) The Health Benefit Plan Committee, enacted in sec. 5 of this Act, shall submit the required

12 health benefit plans within 180 days after the members of the committee are appointed.

13 (e) Notwithstanding AS 21.55.070, enacted in sec. 5 of this Act, the board of directors of the

14 Small Employer Health Reinsurance Association shall provide the report required under AS 21.55.070

15 to the director of the division of insurance annually until December 31, 1997.

16 * Sec, 12. AS 21.36.025 and AS 21.55 are repealed.

17 * Sec. 13. Sections 4, 7, 9, and 12 of this Act take effect July 1, 1996.

18 * Sec. 14. Except as provided in sec. 13 of this Act, this Act takes effect July 1, 1992.
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OFFERED IN THE SENATE BY SENATOR DUNCAN
TO: CSSB 242(HES)

Page 23, line 6, after "exceed":

Insen "the lower of

(1)"

Page 23, line 8:

Delete "(1)"

Insen "(A)"

Page 23, line 14:

Delete "(2)"

Insen "(B)"

Page 23, line 15 following "manual":

Insert and

(2) 135 percent of the premium rate charged to a small employer on January 1,

1992



A la s k a  S ta te  L e g is la t u r e
Senate

P.O. BOX V 
o ta te  C a p ito l 

Juneau, Alaska 99811

M E M O R A N D U M  M a y  5 ,  1 9 9 2

S U B J E C T :  C S S B  2 4 2  ( H E S )

T O :  S e n a t o r  P a t  P o u r c h o t ,  C o -
S e n a t e  F i n a n c e  C

f r o m : S e n a t o r  V i r g i n i a

T h a n k  y o u  f o r  h e a r i n g  C S S B  2 4 2  ( H E S )  a n d  f o r  g i v i n g  m e t h e  
c h a n c e  t o  r e s p o n d  t o  t h e  m a t t e r s  b r o u g h t  u p  a t  t h e  M a y  2 ,  1 9 9 2  
S e n a t e  F i n a n c e  C o m m i t t e e  m e e t i n g .  H e r e  i s  a  s u m m a r y  o f  t h e  
m a in  p o i n t s  t h a t  w e r e  d i s c u s s e d :

l .  S u n s e t  p r o v i s i o n  -  T h e  s u n s e t  p r o v i s i o n  c o n t a i n e d  i n  
A m e n d m e n t  # 1 a l l o w s  t h e  l e g i s l a t u r e  t o  r e v i e w  t h e  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  l a w  f i v e  y e a r s  a f t e r  t h e  e f f e c t i v e  
d a t e  a n d  t o  d e t e r m i n e  w h e t h e r  t h e  p r o g r a m  s h o u l d  b e  c o n t i n u e d .

P l e a s e  n o t e  t h a t  C S S B  2 4 2  ( H E S )  c o n t a i n s  l e g i s l a t i v e  r e v i e w  o f  
t h e  p r o g r a m .  S e c t i o n  8 ,  s u b s e c t i o n  ( e )  p r o v i d e s  f o r  a n  a n n u a l  
r e p o r t  t o  t h e  l e g i s l a t u r e .  A f t e r  D e c e m b e r  3 1 ,  1 9 9 7 ,  t h e  
r e p o r t  w o u l d  b e  p r e p a r e d  a t  l e a s t  o n c e  e v e r y  t w o  y e a r s  ( s e e  
S e c .  2 1 . 5 5 . 0 7 0 ) .

2 .  S i z e  o f  s m a l l  e m p l o y e r  -  A m e n d m e n t  #2 c h a n g e s  t h e  m in im u m  
g r o u p  s i z e  f r o m  t h r e e  t o  t w o .  ( T h e  m a x im u m  g r o u p  s i z e  w o u l d  
b e  2 5 . )

3 .  S e c t i o n  7  -  p r e m iu m  r a t e  r e s t r i c t i o n  -  I  r e c o m m e n d  t h a t  
t h e  p r e m iu m  r a t e  r e s t r i c t i o n  s e c t i o n  n o t  b e  d e l e t e d  a n d  t h a t  a  
r e t r o a c t i v e  p r e m iu m  r a t e  n o t  b e  a d d e d .

S e c t i o n  7  c o n f o r m s  w i t h  m o d e l  l a n g u a g e  d r a f t e d  b y  t h e  N a t i o n a l  
A s s o c i a t i o n  o f  I n s u r a n c e  C o m m i s s i o n e r s  ( N A I C ) , a  p r o - c o n s u m e r  
o r g a n i z a t i o n .  I t  a l l o w s  a  t r a n s i t i o n  p h a s e  f o r  e x i s t i n g  s m a l l  
e m p l o y e r  h e a l t h  b e n e f i t  p l a n s  —  t h a t  i s ,  h e a l t h  b e n e f i t  p l a n s  
s o l 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 .

T h e  N A I C  r e c o g n i z e d  t h e  n e e d  t o  a c c o m m o d a t e  h e a l t h  b e n e f i t  
p l a n s  a l r e a d y  o n  t h e  b o o k s  t h a t  a r e  c o n t r a c t u a l  a n d  t h a t

4 .

Official Business



S e n a t e  F i n a n c e  C o m m i t t e e
M a y  5, 19 9 2
P a g e  2

c a n n o t  b e  l e g a l l y  c h a n g e d  i n  t h e  m i d d l e  o f  t h e  c o n t r a c t  ( s e e  
t h e  p r o h i b i t i o n  a g a i n s t  t h e  p a s s a g e  o f  e x  p o s t  f a c t o  l a w  a n d  
t h e  i m p a i r m e n t  o f  t h e  o b l i g a t i o n  o f  c o n t r a c t s  i n  t h e  A l a s k a  
C o n s t i t u t i o n ,  A r t i c l e  I ,  S e c t i o n  1 5 ) .

T h e  p r e m iu m  r a t e s  c h a r g e d  f o r  h e a l t h  i n s u r a n c e  b e n e f i t  p l a n s  
e x i s t i n g  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  l a w  m a y ,  i n  s o m e  
i n s t a n c e s ,  b e  h i g h e r  t h a n  t h e  n e w  p r e m iu m  p r i c i n g  l i m i t s  
e s t a b l i s h e d  b y  t h e  b i l l .  S e c t i o n  7  l i m i t s  t h e  p r i c e s  f o r  n e w  
r a t i n g  p e r i o d s  i n  e x i s t i n g ,  m u l t i - y e a r  p l a n s  w i t h i n  t h e  t h r e e -  
y e a r  t r a n s i t i o n  p h a s e .  P r e m iu m  i n c r e a s e s  a r e  l i m i t e d  t o  t h e  
p e r c e n t a g e  c h a n g e  i n  t h e  n e w  b u s i n e s s  r a t e  a n d  a n y  a d j u s t m e n t  
d u e  t o  c h a n g e  i n  c o v e r a g e  ( n e w  a n d  d i f f e r e n t  b e n e f i t s )  o r  a  
c h a n g e  i n  c a s e  c h a r a c t e r i s t i c s  ( c h a n g e  i n  i n d u s t r y  o r  
d e m o g r a p h i c s  o f  t h e  s m a l l  e m p l o y e r ) .

T h i s  d o e s  n o t  g i v e  t h e  i n s u r a n c e  i n d u s t r y  a  t h r e e - y e a r  p e r i o d  
t o  i n c r e a s e  r a t e s  e x o r b i t a n t l y .  R a t h e r ,  e f f e c t i v e  J u l y  1 ,  
1 9 9 2 ,  a l l  n e w  s m a l l  e m p l o y e r  i n s u r e r s  w o u l d  h a v e  t o  m e e t  t h e  
p r e m iu m  p r i c i n g  l i m i t  s e t  f o r t h  i n  S e c .  2 1 . 5 5 . 1 2 0 .  E x i s t i n g  
s m a l l  e m p l o y e r  i n s u r e r s  w o u ld  h a v e  t o  b e  p h a s e d  i n t o  t h e  n e w  
r a t i n g  r e s t r i c t i o n s  i n  a  m a n n e r ,  p r o v i d e d  i n  S e c t i o n  7 ,  t h a t  
d o e s  n o t  v i o l a t e  e x i s t i n g  c o n t r a c t s .  S e c t i o n  7 l i m i t s  t h e  
r a t e s  f o r  n e w  r a t i n g  p e r i o d s  w i t h i n  t h e  e x i s t i n g  c o n t r a c t .

* * * * * * *

F i n a l l y ,  l e t  m e  e m p h a s i z e  t h a t  C S S B  2 4 2  ( H E S )  a l l o w s  s m ? " ' .  
e m p l o y e r  h e a l t h  i n s u r a n c e  r e f o r m  t o  e x i s t  w i t h o u t  a n y  c o s t :  t o  
t h e  s t a t e .  T h e  s u n s e t  a n d  r e p o r t i n g  p r o v i s i o n s  a l l o w  t h e  
l e g i s l a t u r e  t o  r e v i e w  t h i s  r e f o r m ,  t o  d e t e r m i n e  w h e t h e r  i t  
w o r k s ,  a n d  t o  d e c i d e  w h e t h e r  o r  n o t  i t  s h o u l d  b e  c o n t i n u e d .



W A L T E R  J . H I C K E L , G O V E R N O R

D E P A R T M E N T  O F  C O M M E R C E  A  
E C O N O M I C  D E V E L O P M E N T

DIVISION OF INSURANCE
PCX BOX D
JUNEAIJ, ALASKA 00011-0800 
PHONE: (SOT) 463-231S

May 5, 1992
The Honorable Pat FourchotAlaska SenateSenate Finance CommitteeState CapitalJuneau, AK 99801-1182
Dear Senator Pourchot:

Re*. CSSB 242(HES) - 7-LS0847/J
Thank you for your memorandum of May 4, 1992, As requested, we have evaluated the various questions provided and have the following comments:
Amendment #1, We have no problem with the revision to the sunset provision from three to five years,
Amendment #2. We have no problem with the revision to group minimum size from 3 to 2,
Section 7, Premium Rate Restriction. The provisions of Section 7 avoid cost shifting to the state but may result In some cost shifting to currently insured small employers, The actual effect at this time is incalculable. The sunset provision wlU provide for evaluation of the impact of legislation.
Section 8. Transition. We believe that the transition and sunset features are mutually exclusive.

Very truly yours.

David J. Welsh Director

O PRIN 'ISPON  HSCyCLED PAPER
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C h a irm an , members of t h e  C o m m ittee ,  my name i s  Resa J e r r e l , and I 
am t h e  S t a t e  D i r e c t o r  f o r  t h e  N a t io n a l  F e d e r a t io n  o f  In d e p e n d e n t  
B u s i n e s s  -  N F IB /A laska . I am happy  t o  be h e re  to d a y  in  s u p p o r t  of 
SB 242 .

BACKGROUND

N F IB /A Iaska  i s  co m p rise d  o f  4 ,7 3 0  sm a ll  and in d e p e n d e n t  b u s i n e s s  
o w n e rs .  The l e g i s l a t i v e  agend a  of N FIB /A laska  i s  d e te rm in e d  by 
o u r  b a l l o t .  The b a l l o t  i s  ou r  an n u a l  p o l l  of our members on a 
s e r i e s  o f i s s u e s  deemed c r i t i c a l  t o  sm a ll  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  members in  r e s p o n s e  t o  t h e  p o l l ,  s e t s  ou r  p o l i c y  and 
p o s i t i o n  on l e g i s l a t i v e  i s s u e s .

For t h e  r e c o r d  t h e  f o l lo w in g  a r e  t h e  r e s u l t s  of t h e  1991 
N F IB /A laska  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 hou ld  l e g i s l a t i o n  be p a s s e d  in  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 la n  w hich would be a d m i n i s t e r e d  by p r i v a t e  
i n s u r a n c e  com pan ies  and which would pool sm a ll  b u s i n e s s e s  
t o g e t h e r  so  th e y  c o u ld  p u r c h a s e  em ployee h e a l t h  i n s u r a n c e  a t  
group r a t e s ?

Yes 72.27. No 177. U ndecided  10.87.

I f  t h i s  p o o l in g  of e m p lo y e rs  in  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  was a v a i l a b l e ,  would you p a r t i c i p a t e

Yes 50.27. No 19.37. U ndec ided  30.57.

S hou ld  e m p lo y e rs  be a l lo w e d  t h e  o p t io n  of h a v in g  t h e i r  
em p loy ees  pay p a r t  o f  t h e  premium c o s t  o f  h e a l t h  in s u r a n c e  
p u rc h a s e d  th ro u g h  t h e  above  p o o l in g  p la n ?

Yes 907. No 5.27. U ndecided  4.87.

The NFIB F o u n d a t io n  S u rvey  n a t io n w id e  f i r s t  found  h e a l t h  i n s u r a n c e  
l i s t e d  a s  a key c o n c e rn  f o r  sm a ll  b u s i n e s s  in  1986 when i t  was 
c i t e d  a s  t h e  number one p ro b lem  f o r  sm a ll  b u s i n e s s  ow ners  o u t  of 
75 p o t e n t i a l  p ro b lem . Again in  1990, 92/i o f sm a ll  b u s i n e s s  ow ners 
c h a r a c t e r i z 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 ro b le m " .  The NFIB 
F o u n d a t io n  r e c e n t l y  r e l e a s e d  S u rv e y ,  P ro b lem s and 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  of 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  number one 
p ro b le m . No o t h e r  d i f f i c u l t y  was 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 rob lem  " c r i t i c a l , " t h e  most e x tre m e  a s s e s s m e n t  i t  
c o u ld  be  g iv e n .

- 1 -



F u r t h e r  s u r v e y s  h av e  found  t h a t  sm a ll  b u s i n e s s  ow ners want to  
o f f e r  h e a l t h  i n s u r a n c e  a s  a f r i n g e  b e n e f i t  o u t  Df b o th  a s e n s e  Df 
f a m i ly  o b l i g a t i o n  and c o m p e t i t i v e  n e c e s s i t y .

The a b i l i t y  o f  t h e  sm a ll  b u s i n e s s  owner t o  p r o v id 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  by t h e  h ig h  c o s t s  o f  prem ium s and p r o f i t a b i 1 i t y  
of t h e  b u s i n e s s .  F o r many sm all  b u s i n e s s  t h e  s k y r o c k e t in g  annual 
premium i n c r e a s e s ,  sm a l l  p r o f i t  m a r g in 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 ie s ,  and r e s t r i c t e d  c a sh  f lo 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  sm a ll  b u s i n e s s  ow ners  have  in  p u r c h a s in 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  or 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 ,  sm all  b u s i n e s s  
ow ners  w i l l  be  f o r c e d  tD i n c r e a s e  em p lo y ee  c o n t r i b u t i o n s ,  c u t  
b e n e f i t s ,  o r  i n  some c a se d  d ro p  c o v e r a g e  a l t o g e t h e r .

Small b u s i n e s s  a r e  m ost s e v e r e l y  im p a c te d  by a d v e r s e  s e l e c t i o n ,  
th e  d e m o g ra p h ic s  of th e  work f o r c e  o f  sm a ll  b u s i n e s s  <such a s ,  age 
and g e n d e r  o f e m p lo y e e s  and t h e  h o u r s  t h e y  w o rk ) ,  h ig h e r  em ployee 
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 ,  and a 
l a c k  of e x p e r t i s e  and c l o u t  i n  p u r c h a s i n g  p l a n s .  By v i r t u e  of 
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 ave  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 ta in m e n t  m echan ism s a v a i l a b l e  t o  l a r g e  f i r m s  such  a s  s e l f -  
i n s u r a n c e .  B e ing  u n a b le  t o  o b t a i n  t h e  b e n e f i t s  of s e l f - i n s u r a n c e  
t h e y  must com ply w i th  e x p e n s iv e  s t a t e  m a n d a te s ,  pay s t a t e  premium 
t a x e s  and 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 BUSINESS MARKET REFORM

Small b u s i n e s s  ow ners  d e s i r e  t o  b u i l d  on t h e  e x i s t i n g  h e a l t h  c a r e  
s y s te m . SB 242 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  program  t o  p r o v id e  
more a c c e s s i b i l i t y ,  r e n e w a b i1i t y , p r e d i c t a b i 1 i t y  and s t a b i l i t y  fo r  
sm a l l  b u s i n e s s e s .  I t  i s  a v i a b l e  means o f p r o v id in g  h e a l t h  
i n s u r a n c e  tD t h e  u n in s u r e d  p o p u l a t i o n  in  A la sk a .

S t a t e  m an d a te s  c u m u l a t i v e l y  can  r a i s e  t h e  c o s t  of h e a l t h  in s u r a n c e  
f o r  sm a ll  b u s i n e s s e s .  SB 242 h a s  a p r o v i s i o n  t h a t  s t a t e  m andates  
do n o t  a p p ly  t o  h e a l t h  b e n e f i t  p l a n s  p r o v id e d  t o  sm a ll  e m p lo y e rs .  
T h is  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 ig n  and m arket 
a f f o r d a b l e  h e a l t h  i n s u r a n c e  p o l i c i e s .  A low er  c o s t  p la n  would 
h av e  g r e a t  a p p e a l  t o  f i r m s  t h a t  c u r r e n t l y  do n o t  o f f e r  h e a l t h  
i n s u r a n c e  c o v e r a g e .  Small b u s i n e s s e s  a r e  w i l l i n g  t o  p ro v id e  
h e a l t h  i n s u r a n c e  t o  e m p lo y ees ,  a s  lo n g  a s  t h e  c o s t  i s  no t  
p* l-!: ' i i i: i v s .

I t  a l s o ,  r e q u i r e s  t h e  sm all  em ployer 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  premium r a t e s  and h e a l t h  b e n e f i t  p l a n s .
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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  in  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  
and renew al 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 id in g  t h i s  i n f o r m a t i o n  
w i l l  h e lp  sm all  b u s i n e s s  o w n ers  t o  be  b e t t e r  in fo rm e d .  The 
C o n g r e s s io n a l  Budget O f f i c e  b e l i e v e s  t h a t  " g iv in g  c o n su m e rs  t h e  
i n f o r m a t i o n  th e y  need  t o  make more in fo rm e d  d e c i s i o n s  m ig h t  
e n h an c e  b o th  th e  q u a l i t y  and c o s t - e f f e c t i v e n e s s  o f c a r e . "

S U G G E S T IO N S

N F IB /A laska  a p p r e c i a t e s  t h e  S p o n s o r ’ s  e f f o r t  t o  enco m pass  f i r m s  
w i th  3 -  25 em p lo yees . U n f o r t u n a t e l y , t h i s  s t i l l  l e a v e s  t h e  one
p e rs o n  f i r m  or th e  "mom and pop" f i r m s  o u t  in  t h e  c o l d .
N F IB /A laska  r e a l i z e s  t h a t  t h e r e  a r e  p ro b lem s in  c o v e r i n g  t h e s e  
s m a l l e r  f i r m s ,  bu t  we u rg e  t h e  c o m m itte e  t o  e x p lo r e  ways t o
i n c l u d e  t h i s  g roup of b u s i n e s s  o w n ers .

Thank you f o r  t h e  o p p o r t u n i t y  t o  comment or, t h i s  l e g i s l a t i o n .  
N F IB /A laska  has  and 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  and 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 lp  make 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  more a v a i l a b l e  and a f f o r d a b l e  f o r  sm a ll  b u s i n e s s e s .



PO
SIT

IO
N 

PA
PE

R
SENT BYJXerox T e lo c o p ie r  7021 ! 4 -27 -92  ! 4:45PM ; 8074653422-* 2

P”

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

With resolution of the issue noted below, the administration can support this legislation.
One of the more challenging issues facing this country and Alaska is the ever-increasing number of people unable to afford or even find health care insurance. This bill would address small employers who have been unable to purchase health care coverage for employees, especially when one employee has acquired a medical condition and become, in too many cases "uninsurable." The ■ plai. established in the bill assures availability of coverage, prevents picking and cL<x>sing employees in a group, assures renewability, and places a cap on premium increases.
AS 21.66.070 should be revised to include a sunset clause after three years to mandate an evaluation of the effect of the program on its target market as well as the overall health insurance market and to determine whether the program , should be continued. *
This legislation, with resolution of the above issue, will give the private health care insurance system an opportunity to address the challenge of providing health insurance for small employers, and the administration can support such legislation.

Department of Health and Social Services

'Uldnn A Olds, Commissioner. Department of Commerce and Development
Date: -VM'l/9'î

6166c042792a

i*
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F R O M :

t o :

S U B J E C T S e c t i o n a l  A n a l y s i s  o f  C S S B  2 4 2  ( H E S )  

M e m b e r s ,  S e n a t e  F i n a n c e  C o m m i t t e e  

S e n a t o r  V i r g i n i a  C o l l i n s i J  /

immi

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

S e c t i o n  1  -  P u r p o s e .

S e c t i o n  2  -  A d d s  a  n e w  s e c t i o n  t o  A S  2 1 . 3 6  ( T r a d e  P r a c t i c e s  
a n d  F r a u d s )  t h a t  p r o h i b i t s  v i o l a t i o n s  o f  t h e  f a i r  m a r k e t i n g  
s t a n d a r d s  e s t a b l i s h e d  u n d e r  S e c .  2 1 . 5 5 . 1 8 0 .

S e c t i o n  3 -  E x c l u d e s  A S  2 1 . 5 5  ( S m a l l  E m p l o y e r  H e a l t h  I n s u r a n c e  
c h a p t e r )  f r o m  t h e  u n f a i r  d i s c r i m i n a t i o n  p r o v i s i o n  o f  t h e  T r a d e  
P r a c t i c e s  a n d  F r a u d  l a w  ( A S  2 1 . 3 6 . 0 9 0 ) .

S e c t i o n  4 -

S e c .  2 1 . 5 5 . 0 1 0  -  C r e a t e s  t h e  S m a l l  E m p l o y e r  H e a l t h  R e i n s u r a n c e  
A s s o c i a t i o n  a s  a  n o n p r o f i t  i n c o r p o r a t e d  l e g a l  e n t i t y  a n d  
r e q u i r e s  m e m b e r s h i p  o f  a l l  i n s u r e r s  o f f e r i n g  h e a l t h  b e n e f i t  
p l a n s  i n  t h e  s t a t e .

S e c .  2 1 . 5 5 . 0 2 0  -  E s t a b l i s h e s  t h e  b o a r d  o f  d i r e c t o r s  o f  t h e  
a s s o c i a t i o n  a n d  p r o v i d e s  f o r  s p e c i f i c  b o a r d  r e p r e s e n t a t i o n  a n d  
o r g a n i z a t i o n .

S e c .  2 1 . 5 5 . 0 3 0  -  G e n e r a l  p o w e r s  o f  t h e  a s s o c i a t i o n .

S e c .  2 1 . 5 5 . 0 4 0  -  R e q u i r e s  t h 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  d i r e c t o r  o f  t h e  d i v i s i o n  o f  i n s u r a n c e .  
R e q u i r e s  m e m b e r s  t o  c o m p l y  w i t h  t h e  p l a n  a n d  r e q u i r e s  t h e  p l a n  
t o  e s t a b l i s h  c e r t a i n  p r o c e d u r e s .

S e c .  2 1 . 5 5 . 0 5 0  -  E s t a b l i s h e s  s p e c i f i c  p r o v i s i o n s  t h a t  a p p l y  t o  
r e i n s u r a n c e  p r o v i d e d  b y  a  m e m b e r  t o  e m p l o y e e s  o r  d e p e n d e n t s  o f
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e m p lo y e e s  o f  a  s m a l l  e m p l o y e r .  E s t a b l i s h e s  a  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  p r e m iu m  r a t e s  t o  b e  c h a r g e d  f o r  r e i n s u r i n g  s m a l l  
e m p l o y e r s  a n d  i n d i v i d u a l s  c o v e r e d  u n d e r  t h i s  s e c t i o n .  R e ­
q u i r e s  t h e  a s s o c i a t i o n  t o  r e p o r t  t o  t h e  d i r e c t o r  o f  t h e  
d i v i s i o n  o f  i n s u r a n c e  t h e  a s s o c i a t i o n ' s  n e t  l o s s  f o r  t h e  
p r e v i o u s  c a l e n d a r  y e a r .  R e q u i r e s  a s s o c i a t i o n  t o  e s t a b l i s h  a  
f o r m u l a  b y  w h i c h  t o  m a k e  a s s e s s m e n t s  a g a i n s t  r e i n s u r i n g  
i n s u r e r s .  S e t s  p r o v i s i o n s  f o r  d e t e r m i n i n g  a s s e s s m e n t s .

S e c .  2 1 . 5 5 . 0 6 0  -  E s t a b l i s h e s ,  i n  t h e  a s s o c i a t i o n ,  t h e  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  c o m p o s e d  o f  m e m b e r s  r e p r e s e n t i n g  
s p e c i f i c  g r o u p s .  S p e c i f i e s  w h a t  t h e  c o m m i t t e e  m u s t  d o  a n d  
a l l o w s  t h e  c o m m i t t e e  t o  r e c o m m e n d  c e r t a i n  c o s t  c o n t a i n m e n t  
f e a t u r e s .

S e c .  2 1 . 5 5 . 0 7 0  -  R e q u i r e s  t h e  b o a r d  t o  i s s u e  a  r e p o r t  e v e r y  
t w o  y e a r s  o n  t h e  e f f e c t i v e n e s s  o f  t h e  a s s o c i a t i o n .

S e c .  2 1 . 5 5 . 0 8 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  A c t  ( A S  4 4 . 6 2 ) .

S e c .  2 1 . 5 5 . 0 9 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  p a y m e n t  o f
t a x e s ,  e x c e p t  f o r  r e a l  o r  p e r s o n a l  p r o p e r t y  t a x e s .

S e c .  2 1 . 5 5 . 1 0 0  -  P r o v i d e s  i m m u n i t y  f r o m  c i v i l  a c t i o n s  f i l e d  
a g a i n s t  a  m e m b e r  o f  t h e  a s s o c i a t i o n  f o r  a  n e g l i g e n t  a c t  o n  
b e h a l f  o f  t h e  a s s o c i a t i o n .

S e c .  2 1 . 5 5 . 1 1 0  -  E s t a b l i s h e s  w h e n  c in  i n d i v i d u a l  o r  h e a l t h
g r o u p  b e n e f i t  p l a n  i s  s u b j e c t  t o  A S  2 1 . 5 5  a n d  p r o v i d e s  t h a t  
o t h e r  l a w s  r e q u i r i n g  c o v e r a g e ,  r e i m b u r s e m e n t ,  u t i l i z a t i o n ,  o r  
c o n s i d e r a t i o n  o f  a  s p e c i f i c  h e a l t h  c a r e  p r a c t i t i o n e r  d o  n o t  
a p p l v  t c  a  h e a l t h  b e n e f i t  p l a n  p r o v i d e d  t o  a  s m a l l  e m p l o y e r .  
T r e a t s  c e r t a i n  i n s u r e r s  a s  o n e  i n s u r e r  f o r  p u r p o s e s  o f  a p p l y ­
i n g  t h e  r e s t r i c t i o n s  o n  h e a l t h  b e n e f i t  p l a n s  i s s u e d  u n d e r  A S  
2 1 . 5 5 .

S e c .  2 1 . 5 5 . 1 2 0  -  E s t a b l i s h e s  p r o v i s i o n s  r e s t r i c t i n g  t h e
p r e m iu m  r a t e  f o r  a  h e a l t h  b e n e f i t  p l a n .  R e q u i r e s  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  c e r t a i n  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 iu 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 .  R e q u i r e s  s m a l l  
e m p l o y e r  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 ,  f i l e  a n  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  o f  t h e  d i v i s i o n  o f  i n s u r a n c e ,  a n d  
m a k e  c e r t a i n  i n f o r m a t i o n  a v a i l a b l e  t o  t h e  d i r e c t o r  u p o n  r e ­
q u e s t .  A l l o w s  t h e  d i r e c t o r  t o  a d o p t  r e g u l a t i o n s  r e l a t i n g  t o  
r a t i n g  p r a c t i c e s .
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S e c .  2 1 . 5 5 . 1 3 0  -  R e q u i r e s  r e n e w a b i l i t y  o f  h e a l t h  b e n e f i t  p l a n s  
a n d  p r o v i d e s  u n d e r  w h a t  c o n d i t i o n s  a  p l a n  w o u l d  n o t  b e  r e n e w ­
a b l e .  P r o h i b i t s  c e r t a i n  s m a l l  e m p l o y e r  i n s u r e r s  w h o  d o  n o t  
r e n e w  a  h e a l t h  b e n e f i t  p l a n  f r o m  w r i t i n g  a  n e w  b u s i n e s s  i n  t h e  
s t a t e  f o r  f i v e  y e a r s .  S p e c i f i e s  w h e n  p r o v i s i o n s  a p p l y  t o  a n  
i n s u r e r  o p e r a t i n g  i n  a n  e s t a b l i s h e d  g e o g r a p h i c  s e r v i c e  a r e a .

S e c .  2 1 . 5 5 . 1 4 0  -  E x c e p t  a s  p r o v i d e d  u n d e r  S e c .  2 1 . 5 5 . 1 6 0 ,
r e q u i r e s  s m a l l  e m p l o y e r  i n s u r e r s  t o  o f f e r  a  b a s i c  h e a l t h  
b e n e f i t  p l a n  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 .  R e q u i r e s  
i n s u r e r s  t o  f i l e  h e a l t h  b e n e f i t  p l a n s  w i t h  t h e  d i r e c t o r  o f  t h e  
d i v i s i o n  o f  i n s u r a n c e .  A l l o w s  t h e  d i r e c t o r  t o  d i s a p p r o v e  
t h o s e  p l a n s  t h a t  d o  n o t  c o m p l y  w i t h  A S  2 1 . 5 5 .

S e c .  2 1 . 5 5 . 1 5 0  -  R e q u i r e s  h e a l t h  b e n e f i t  p l a n s  f o r  a  s m a l l  
e m p l o y e r  t o  c o n t a i n  c e r t a i n  p r o v i s i o n s .

S e c .  2 1 . 5 5 . 1 6 0  -  E x e m p t s  a  s m a l l  e m p l o y e r  i n s u r e r  f r o m  p r o v i d ­
i n g  c o v e r a g e  u n d e r  c e r t a i n  c o n d i t i o n s .

S e c .  2 1 . 5 5 . 1 7 0  -  P u v i d e s  w h e n  a  s m a l l  e m p l o y e r  i n s u r e r  m a y  
c e a s e  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 .

S e c .  2 1 . 5 5 . 1 8 0  -  E s t a b l i s h e s  f a i r  m a r k e t i n g  s t a n d a r d s  f o r
s m a l l  e m p l o y e r  i n s u r e r s .

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

S e c t i o n  5  -  P r o v i d e s  t h a t  a  h e a l t h  m a i n t e n a n c e  o r g a n i z a t i o n  i s  
s u b j e c t  t o  t h e  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 r o v i s i o n s  i n  
A S  2 1 . 5 5 .

S e c t i o n  6 -  P r o v i d e s  t h a t  a  h o s p i t a l  o r  m e d i c a l  s e r v i c e
c o r p o r a t i o n  i s  s u b j e c t  t o  t h e  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 r o v i s i o n s  c o n t a i n e d  i n  A S  2 1 . 5 5 .

S e c t i o n  7  -  T r a n s i t i o n  s e c t i o n  i n  r e g a r d s  t o  p r e m iu m  r a t e
r e s t r i c t i o n .

S e c t i o n  8  -  T r a n s i t i o n  s e c t i o n  i n  r e g a r d s  t o  a s s o c i a t i o n ' s  
p l a n  o f  o p e r a t i o n ,  a  s m a l l  e m p l o y e r  i n s u r e r ' s  b a s i c  a n d  
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 s ,  a n  i n s u r e r ' s  f i l i n g  n e t  i n s u r ­
a n c e  p r e m iu m  e a r n e d  f r o m  c e r t a i n  h e a l t h  i n s u r a n c e  p l a n s ,  a n d  
w h e n  t h e  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  s h a l l  s u b m i t  h e a l t h  
b e n e f i t  p l a n s .

S e c t i o n  9 - E f f e c t i v e  d ate.
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Senator Virginia Collins
T o :  S e n a t o r  P a t  P o u r c h o t ,  C o - C h a i r

S e n a t e  F i n a n c e  C o m m i t t e e

R e :  R e q u e s t  f o r  a  h e a r i n g  o  3 B  2 4 2  ( H E S )  -  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

F r o m :  S e n a t o r  V i r g i n i a  C o l l i n

D a t e :  A p r i l  1 6 ,  1 9 9 2

P l e a s e  s c h e d u l e  C S S B  2 4 2  ( H E S )  f o r  a  h e a r i n g  b e f o r e  y o u r  
c o m m i t t e e .

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

A f t e r  s e v e r a l  e x h a u s t i v e  h e a r i n g s ,  t h e  S e n a t e  H e a l t h ,  E d u c a ­
t i o n ,  a n d  S o c i a l  S e r v i c e s  C o m m i t t e e  p a s s e d  o u t  C S S B  2 4 2  ( H E S )  
w i t h  a  z e r o  f i s c a l  n o t e .

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n  o f  t h i s  r e q u e s t .
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l a s k a  S t a t e  M e d i c a l  A s s o c i a t i o n

4107 Laurel Street • Anchorage, Alaska 99508-5334 • (907)562-2662

may s o  m i

M a y  1 5 ,  1 9 9 1

T h e  H o n o r a b l e  V i r g i n i a  C o l l i n s  
A l a s k a  S t a t e  S e n a t e  
P . O .  B o x  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

S e n a t e  B i l l  2 4 2

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

T h e  A l a s k a  S t a t e  M e d i c a l  A s s o c i a t i o n  r e c e n t l y  a d o p t e d  R e s o l u t i o n  
9 1 - 1 1  a d d r e s s i n g  t h e  d e v e l o p m e n t  o f  im m e d i a t e  a n d  c o n c r e t e  m e a s u r e s  
t o  d e a l  w i t h  A l a s k a ' s  u n i n s u r e d  a n d  u n d e r i n s u r e d .

W e b e l i e v e  S e n a t e  B i l l  2 4 2  i s  l e g i s l a t i o n  t h a t  a d d r e s s e s  t h i s  
c o n c e r n .  T h e r e f o r e ,  t h e  A l a s k a  S t a t e  M e d i c a l  A s s o c i a t i o n  s u p p o r t s  
y o u r  e f f o r t s  a n d  o f f e r s  o u r  a s s i s t a n c e  i n  s e c u r i n g  t h i s  
l e g i s l a t i o n .

W e a p p l a u d  y o u r  e f f o r t s  i n  a t t e m p t i n g  t o  f i n d  s o l u t i o n s  f o r  t h e  
s m a l l  e m p l o y e r .  O u r  o n l y  s u g g e s t i o n  i s  t h e  c r i t e r i a  f o r  a  s m a l l  
e m p l o y e r  m i g h t  b e  5 0  o r  l e s s .

R a y  S c h a l o w  
E x e c u t i v e  D i r e c t o r
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May 14,1991

Senator Virginia Collins 
Pouch V State Capital 
Juneau, Alaska 99811

Dear Senator Collins:

Many problems beset the business community throughout the nation and in Alaska, 
but few of these problems are more troublesome than the concern for the

Erovision of affordable health insurance for employees and employers. As you 
ave recognized in SB 242, the problem is particularly acute for the very small 

employer.

The Alaska State Chamber of Commerce would like to go on record in support of 
the intent of SB 242. Wo have reviewed the bill and it seems to be very 
straightforward and reasonable in terms of content. The only reason we are not 
providing an unequivocal endorsement of every section in the bill is that the 
arguments on the technical issues in insurance are beyond our scope. Let it 
suffice to say that if a structure such as you propose in SB 242 would solve the 
problem of availability of insurance, we are heartily supportive. The problems 
of cost are a good deal more complex and we look forward to a feasible remedy, 
at either the state or federal level.

Thank you for your concern and your willingness to initiate a positive approach 
to a portion of the insurance problems facing the private sector.

George Krusz 
President



Attn* Htalth Plans
1501 4tfa A van o *  S u it*  K 0 0
C io t i i i ' j  S q u s r t
P.O. Box 91032
S ouk , WA 9S111.9131
Fox : (200) 447-2M 7

James C. Hickey 
Manajer
(200) 007-2001

April 27,1992

Senator Virginia Collins 
AlMka Slate Legislation 
Pouch V
Juneau, A K  99802 

Dear Senator Collins:

Aetna has reviewed llm tunendmena mode to SB 242 as embodied In CS SB 242 H.E.S. The 
amendments ore u»i«l/4c-.u with the National Aoiociailon of Insurance Commissioner model 
leguimon on small gnuip reform.

Aetna supports tills legislation in itn Current form. It will result in arruutui'al change* to the small 
employer hecith insurance market thar will increase the availability of policies ro mis group of 
Aluskrtns. Thin isfuim must be mnde by statute, as it la necessary to impose a consilient and 
mandatory set of rules which are applicable to all companies that market tan all group policies. 
Otherwise, there is financial incentive by individual companies to avoid the highest insurance risks 
within this sector of the overall market

SB 242 is complimentary m  SB 74 in several respects, rim, it is managed by an association, of 
private insurers, witli oversight by the Division of Insurance. This will result in a lesser 
administrative oast to the State than a publicly funded board. Second, it: requires coverage for 
individuals when they change jobs nr dtelr employer changes insurers, even if they develop 
medical conditions wllicit would lead for eventual loss of coverage under the current system. This 
should lessen die number of people which will seek coverage under SB 74, which provides an 
insurance option ftor iixfivkL’als with pre-existing medical conditions. Third, it sets limits on the 
cost of Insurance to moderate future im.i**scs. To the extent thar these limits result in losses, the 
limtes may be spread among all insurer* through »new reinsurance mechanism,

Approximately 21% of Alaska's uninsured population are employed by small businesses which do 
not provide insurance coverage (16,000 residents). W e  believe tl<at a significantpomon of this 
group wilt he able to obtain health insurance over the next several yean if SB 242 is adopted.

Sincerely,

Jim Hkkey 
Manager
Aetna Health Plans



l a s k a  S t a t e  M e d i c a l  A s s o c i a t i o n

4107 Laurel Street . Anchorage, Alaska 99508-5334 . (907)562-2662

A i?ril  27, 1992

S e n a to r  V i r g i n i a  C o l l i n s  
P . O .  B o x  V 
J u n e a u ,  AK 99811

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

Our l e g i s l a t i v e  a f f a i r s  c o m m itte e  r e c e n t l y  rev iew ed  y o u r  
S e n a te  B i l l  242 r e l a t i n g  to  h e a l t h  i n s u r a n c e  fo r  s m a l l  
e m p lo y e rs .  T h is  b i l l  i t  e n a c te d  c o u ld  s i g n i f i c a n t l y  im prove 
a c c e s s  t o  h e a l t h  c a r e .  I t  w ould bo o f  s p e c i a l  b e n n f i t  t o  
th o s e  t h a t  a r e  a i l  too  o f t e n  " u n i n s u r a b i e "  w ith  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  c u r r e n t l y  a l l  t  o o o i  t  e n turn J; e i n s u r a n c e  
u n a f f o r d a b l e  f o r  th e m s e lv e s  and v e r y  e x p e n s iv e  f o r  t h e i r  c o ­
w o rk e rs .  T h is  b i l l  a p p e a r s  to  be w e l l  th o u g h t  o u t  and h as  o u r  
s t r o n g  s u p p o r t  a s  b e in g  p a r t  o f  t h e  s o l u t i o n  to  the  t o t a l  
p rob lem  o f  h e a l t h  c a r e  a c c e s s  and c o s t  c o n ta in m e n t .

I f  I  can  be o f  any a s s i s t a n c e  to  you r e g a r d i n g  t h i s  b i l l ,  do 
n o t  h e s i t a t e  to  c o n t a c t  me.

S i n c e r e l y  y o u r s ,

D onald  R. Lehmann, M.D., A .E . r .P
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ENTERPRISE
Small Insurers Seek to Block Plan to Widen Coverage

/:/ - d " ^  ^  C r i t i c s  S a y  ‘G u a r a n t e e d  I s s u e ’ W i l l  A c h i e v e  L i t t l e  a n d  R a i s e  P r e m i u m s
By E ugene Carlson

Staff Reporter of Tint Wall St-iucet JounNAL
Sm a ll In su re rs are stepp ing up the ir 

cam pa ign  to b lock an In c rea s in g ly  popu lar 
proposal designed to w iden  acce ss to 
hea lth  In su rance , p a r t ic u la r ly  in sm a ll 
com panies. The figh t Is sp lit t in g  the small- 
bu sln ess com m un ity  and the In su rance In ­
du stry .

The s tru g g le  focuses on "gua ran teed  is ­
su e ."  a requ irem en t tha t a l l of an em ­
p lo ye r’s  w orkers m ust re ce ive  hea lth  In­
su rance  a s long a s one g e ls  it- re g a rd le s s  
of a p a r t ic u la r  em p loyee’s  hea lth  r isk . 
(C urren tly  In su re rs can sc reen  em p loyees 
of sm a ll companies and (hen dec ide 
whether to o ffe r coverage to a  p a r t ic u la r 
em p lo yee .) A dvocates sa y  guaran teed  Is ­
sue  is c ru c ia l to a ssu r in g  a cce ss to health 
in su rance , a grow ing an x ie ty  among 
w orkers In sm a ll companies. But c r it ic s  
s a y  the proposal w ill sh a rp ly  In crease  In­
su rance co sts of sm a ll busine ss w ithout do­
ing  m uch to im p rove em p loyees’ acce ss to 
hea lth  coverage .

F iv e  s ta te s  have adopted guaran teed  Is­
sue as p a rt o f a health- lnsurance le g is la ­
tiv e  o ve rhau l a im ed a t sm a ll businesses. 
Congress and se ve ra l add itiona l s la te s  are 
w eigh ing the idea , a lso  ca lle d  "open en ro ll­
m en t."  M a jo r hea lth  In su re rs , the nation's 
la rg e s t sm a l’.-huslness group and o th e r . 
proponents s a y  tha t the package would ex­
pand coverage and s ta b iliz e  fu tu re  pre­
m ium  In crease s.

Opponents a re  ch ie fly  sm a ll In su re rs 
and sm a ll-business o rgan iza tions th a t se ll 
health  In su rance to the ir m em bers . They . 
sa y  it Is u n fa ir  to burden sm a ll em p loyers 
and the ir c a r r ie r s  w ith  A m e rica 's 2.3 m il­
lion m ed ic a lly  un in su rab ie  In d iv idua ls . 
They a re  re c ru it in g  fu ll- tim e lo bby is ts  to 
help them buttonhole everyone'from  s ta le

law m ake rs  to P re s id en t B u sh ..
" I t ’s  m y s u r v iv a l , "  exp la in s Benny 

T haye r , cha irm an  of the Nationa l A ssoc ia­
tion of the Self-Employed In W ashington, 
D.C. He w orrie s th a t m any of I l ls  105,000 
m em bers w ith NASE-endorsed hea lth  po li­
c ie s w ill drop th e ir coverage and the ir 
m em bersh ip  If guaran teed  acce ss pushes 
up in su ran ce ra te s  su b s ta n tia lly .

M r. T h aye r h as o rgan ized a  coa lition  of 
sm all-business asso c ia tion s and In su re rs to 
seek an exemption from  the un ive rsa l cov­
e rage  requ irem en t. He a lso  Is w rit in g  le t­
te rs  to Sen. L loyd Bentsen, a T exas Demo­
c ra t who ch a irs  the Senate F in an ce Com­
m ittee , which Is d ra ft in g  health- lnsurance 
le g is la tio n .

And in J an u a ry , the NASE h ired  J im  
M orrison , a fo rm er Senate D em ocra tic  
a id e , to lead Its  lo bby ing e ffo rt around the 
U.S., e sp e c ia lly  where the guaran teed Is ­
sue Is ga in ing  steam . The lo bby is t lia s  
gone to Annapolis, M d„ tw ice . L a s t week, 
lie  v is ite d  law m ake rs In Je ffe rson  C ity, 
Mo., and In Washington.

“There are about 13 brush f ire s  out 
th e re ,"  M r. M orrison sa y s . " I  th ink F lo r­
id a  Is too fa r  gone to stop. A rizona is  ve ry  
fa r a long . J understand there a re p rob lem s 
In Colorado, V erm ont and D e law are ."

The Council of Sm a lle r E n te rp rise s In 
C leve land  Is  lo bby ing e q u a lly  hard aga in st 
guaran teed Issue . "W e're doing o u r best to 
ta lk  to everyone who w ill lis te n "  because 
b ig  In su re rs  a re  o ve rse llin g  the Idea and 
sm a ll em p loyers don't g ra sp  the do lla r 
trade-offs, say s John Po lk , execu tive  d ire c ­
tor. COSE, a le ad in g  lo ca l sm all-business 
o rgan iza tion , b ro ke rs health- lnsurance cov­
e rage fo r about 8,500 sm a ll companies 
whose po lic ies cove r 150,OCi) em p loyees and 
fam ily  m em bers.

• B esides p ress ing I lls  case w ith  Ohio

sta te sena to rs, M r.*Po lk sa y s  .that e a r lie r  
tills  y e a r lie  tr ie d  to exp la in  the dange rs ot 
guaran teed Issue to M r. Bush and Health 
and Human S e rv ice s S ecre ta ry  L ou is S u lli­
van a t a Washington b rie fin g .

"The cost of guaran teed Issue  to our 
m em bers would be [p rem ium  I In crease s In 
the neighborhood o f 13% to 15%. That 
tran s la te s to about $30 m illio n  (or our 
m em bers ,"  M r. Po lk sa y s . A t N ationa l 
H ealth In su ran ce  Co. In G rand P ra ir ie , 
T exas, P re s id en t Scott Sm ith sa y s  that 
guaran teed Issue would d r iv e  up p rem ium s 
20% to 45%. The In su re r b il ls  about $100 
m illion  a y e a r in p rem ium s fo r po lic ies 
m arke ted m o stly  by an assoc ia tion  tha t 
m a in ly  In su re s the self-employed.

"Open en ro llm en t is a concept tha t's to­
ta lly  f law ed ,"  a sse rts  A rthu r F e r ra ra , 
p residen t o f G uard ian  L ife  In su ran ce  Co. 
of A m erica  In New Y o rk , which In su res 
m any sm a ll concerns. "P o lit ic ia n s  th ink 
It's a  g re a t Idea . The people who th ink it's 
a  bad Idea a re  those who have to d e live r 
the benefits and pay the b i l ls ."

M r. F e r ra ra  lia s been u rg in g  New  York 
s ta le  le g is la to rs  to re je c t guaran teed issue 
un less It is  combined w it li a pool to cover 
serious hea lth  r isk s , w ith  costs borne by 
e ve ry .em p lo ye r . "W ithout the pool," lie 
continues, "w e  would p robab ly  have to 
abandon the m a rk e t."

Proponents argue that guaran teed Issue 
along w ith  the re s t of the o ve rhau l package 
would m ake coverage more a ffo rdab le  and 
p len tifu l w h ile  e lim in a tin g  what they con­
s id e r to be sm a ll In su re rs ’ o ve r ly  a g g re s­
s iv e  p ric ing  po lic ies. Among the supporters 
a re  the Health In su ran ce  A ssocia tion of 
A m erica , the Nationa l F ede ra tion  of Inde­
pendent B usiness, the N ationa l A ssocia tion 
w  In su ran ce  Com m issioners and House

and Senate le aders from  both p a rtie s .
O ilie r changes proposed by the Health 

In su ran ce  A ssocia tion of A m e r ic a - d ie  
m a jo r U.S. health  In surance trade  g roup-  
and some m em bers o f Congress Inc lude: 
100% dedu c tib ility  of health- lnsurance 
costs for self-employed persons: re q u ire ­
m e n t  that s ta te s  o ffe r Inexpensive , no- 
fi I l ls  health coverage : cu rb s on annua l pol­
ic y  ra te  In crease s: and r isk  pools to help 
m it ig a te  steep  p rem ium  increases.

Aetna L ife  In su rance Co. of H artfo rd , 
Conn., e stim a te s that guaran teed Issue 
would In crease sm a ll com pan ies’ health-ln- 
su rance p rem ium s b y  a m ax im um  of 57o, 
acco rd ing to Thomas B uchbcrge r, the in­
su re r 's  d ire c to r of publlc-pollcy issues 
a n a ly s is . Aetna b i l ls  about $1 b illion  of 
health  p rem ium s annua lly  to compan ies 
w ith  fewer than 200 emp loyees. Aetna Is a 
un it of Aetna L ife  & C asua lty  Co.

Sm a ll com panies ahould be w illin g  to 
pay a sm a ll p rice now for g re a te r fu tu re  
s ta b il ity  In th e ir health-lnsurance costs, 
sa y s  John M otley , the N F IB ’s governm ent 
a ffa ir s  d irec to r.

M r. M otley  b lam e s In su re rs and small- 
business groups opposed to guaran teed  is ­
sue for re fu s in g  to cover people w ithout 
good health  reco rds. "F rom  m y s tan d ­
point, they a re  p art of the p rob lem ," lie 
sa y s . "They are che rry  p ick in g " those 
whom they choose to In sure .

C rit ic s of guaran teed Issue contend that 
proponents w an t to p ro tect the ir own In te r­
es ts , loo. The proposal supposedly would 
"broaden  coverage to un insured and p re s­
en tly  un in su rab ie consum ers. About two 
y e a rs  la te r, however, m ass ive  c an ce lla ­
tions and/or d ra s tic  prem ium  In crease s 
would fo llow ," w rote T im  R y le s , G eorg ia 's 
In su rance com m issioner, In a M arch  10 
memo to s ta te  lawm akers .
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April 7, 1992

Senator Arliss Sturgulewski 
Alaska State Legislature 
State Capitol 
Juneau, AK 99801-1182

Dear Senator Sturgulewski:

While a myriad of problems beset the business community in Alaska and throughout 
the nation, only a few are as troublesome as the concern for providing affordable health 
insurance for employees and employers, As is recognized in CSSB 242, the problem is 
particularly acute for the very small employer.

The Alaska State Chamber of Commerce is proud to go record in support of the 
intent of CSSB 242. We have reviewed the bill and it seems to be very straightforward and 
reasonable in terms of its content. While the technical issues in insurance are beyond our 
scope, we feel that the structure as proposed in CSSB 242 would solve the problem of 
availability of insurance and we are very supportive.

Thank you for your concern and your willingness to initiate a positive approach to 
solving a portion of the insurance problems facing the private sector, especially small 
business.

Sincerely,

Tom E. Roy 
President
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C o m m e n t a r y

H e r e ’s  s o m e t h in g  
w e  c a n  r e a l ly  d o : 
H e a l t h  in s u r a n c e  
r e f o r m  in  J u n e a u

T  here'* cno thing slat* legislator* cen do 
in Juneau this ipring they w ill fee) good about 
—  pen  something in the way of hcelth insur­
ance reform. Soaring medical and health in- 
iu ranee coat* i* now a ten out problem for 
buain*** —  many email buaine**** just can­
not afford to offer their amployM* aa good a 
health benefit* package a* they would like— 
and for individual*, many who juat cannot 
afford health insurance.

There are aeveral bill* in the legialature 
that could mak* a atart at doing tomathmg on 
thia. It * a national problem a* well, and there 
are bill* pending in eongreaa, but several 
it*tea have been able to tackla bits and pieces 
of the problem with some success, and Alsaka 
should be one of those.

One interesting tall that should be ofinter- 
eat to businesa is a proposal by Senator V ir­
ginia Collins to require insurer* to form a 
reinsurance association to cover high-riak 
amployM* ofamall bunneaoea Baaed on plana 
adopted in aeveral other stales, her proposal 
would posiib ly lover tha coat of health insur­
ance for small buain ease*, or at least would 
slow its increase and make those costs more 
predictable.

A  second proposal ia one by Senator Jay 
Kerttula that would form, under atata aus­
pices, sn insurance pool for covering high- 
risk individuals. Karttu li's  plan would re­
quire no state subaidv. being supported by 
premiums with deficits covered by major in ­
surance companies sailing in Alnaka.

Those costs, of course, would be spread 
among their rates and paid bv all of us. But it 
would make baeic health coverage available 
to those who are now denied it. m d the con to 
all of ua t'-nuld be very marginal. That's 
better than the ty stem we have now, which is 
to have these people go bare, w ilh iu t health 
coverage, then aeek medical care only vhen 
there’* an emergency.

There are other proposals. Senator Jim  
Duncan hat an intriguing ids* of combining 
all A laska public employer*, state, local and 
school district, into one vast health insurance 
pool that could bargain for better health cov­
erage, and also include small busintaa or 
high-nak groups, spreading the risk.

The medical community itaelf, to it* credit, 
hat tabled a plan thst would see in  insurance 
pool created and eslanding to all uninsured 
Those now without coverage could buy into 
the pool at affordable rates, paying with the 
Permanent Fund dividend if nothing t l . r

With an estimated 40,000 to 90,000 Alas­
kans now without health coverage — the 
upper number about one-tuth of our popula­
tion —  we see the problem as senous inderd. 
Hut it* one we c*n do • omething about this 
year

In a yeann which w* face unpleasant tasks, 
like cutting the budget, health insurance re 
form is something lasvmax era should be proud 
to take home to the voter*

la N spring yel? rim sswhhm

M e n t a l  H e a l t h  T r u s t  l a n d s :  

W i l l  t h e  s e t t l e m e n t  w o r k ?

By Sen. Jim Duncan

L a s t  May, the Leg is la tu re accepted the 
governor’s proposal for settling the Mental Health 
LandsTruat dispute. Unfortunately, it is now obw 
oua that tha propoaal fares year* of litigation and 
even then may not b« approved by the eouru. 
Meanwhile, an additional four million acres of land 
have been tied up in thia lawsuit j iu t  when we 
desperately need new incoms-gensrating develop­
ment.

The root of this problem goes back to territorial 
day*. A  barbaric fad anally impoaad eyitam convicted 
an Alaakan with any mantel disability of the crime 
of bting an insane person at targe. Than these 
people, our family, friende, and neighbor*, were 
taken to Momingiide Hospital in Oregon. Many 
were never seen again.

One poartrful reason for statehood was to end 
this abuse. W* damsnded the right and the re­
source* ntcisaary to care for our own here in 
A laska. In respenae, tha ftdaral government 
granted tha state on* m illion acres of land. It was 
to be held in treat and managed to mak* money for 
our own mental health program.

The** were the first lands taken from the federal 
government, and wa chose them wall. Ester Dome. 
Beluga coal. Kenai riverfront, Homer Spit, the 
Tanana and Heines forests, together with strate­
gic lands in and around every growing community, 
became the Mental Health Lands Trust. Along 
with the land, we accepted the responsibility to 
menage it to benefit the mental health program.

Tragically, we failed to meet that responsibility. 
T hu  was such good land that the stale gave it 
awsy, traded it, sold it, or took it  for itself as parks 
and refuges. Over a decade ago. the baneiicianes 
sued. The Alaska Supreme Court ordered the itete 
to give back the land that was taken and pay for the 
land thaiwaa sold.

In 1991.1 introduced Senate B ill 69 to establish 
a Mental Health Lands Trust Authority, to com- 
pens*le the Mental Health Trut \ for tha land that 
was not returnable and to give back all potsiblr 
acreoce from the original million acres

My plan would have Irerd title to the mental 
health lands immediately and provided an income 
stream for mer.ial health programs. My proposal 
wa* endorsed bv Uie mental health beneficiary 
groups. SB 65 received much legislative scrutiny, 
but (he covemors representatives offered a d if­
ferent proposal in the waning davs of the legisla­
tive session

Their proposal seemed simple and straightfor­
ward and, I think, was offered in good faith. I nstead 
of payinr for the land that could not be relumed to 
the trust the land would be eachanged for other 
•Late land of comparable value and income pro­
ducing potential A trust authority would bt created 
to cnaure that tha land waa properly managed to 
produce tncoma. Thia authority would all*  ream , 
mend how th* mam * should be spent.

Part of the administration's deal required the 
state to pledge or hypothecate a list of landa as 
security for the promise to eachange lands to the 
trust. So valuable are the original trust lands that 
four m illion acres, including Cook Inlet oil and gas 
leaM landa, had to ba pledged aa security. Prepa­
ration of the hypothecated land roater took so long 
that th* lia t waa not available to the Legislature 
before th* amended SB  66 waa passed.

Tha deal waa negotiated with the beneficiaries’ 
attorneys in  las* than two weeka. It was presented 
to th* Legialature with laaa than four dayo left in 
tii* tea*ion. Now, nearly a year later, we can see 
that accepting tha administration s proposal made 
mature worse, not batter.

In October, 1991, a coalition of environmental 
and jport/iahing organisations sued to block the 
settlement. They have raised many serious ques­
tions about the legality of the proposal. Foremost 
among the itauea raised, is that the settlement 
violates the statehood act and could even result in 
the state forfeiting million* of acres of our most 
va>u*ble landa back to the federal government It 
looksaaifwahavasuceeededonlvinaddjnganothrr 
lawsuit on too of the one alreadv before the courts.

O f great concern it  th* statehood ocl For the 
land eichange to work, we must be able to return 
the same kind of mineral right* we took from the 
tru s t However, Section 6i of the suuhocd act 
forever prohibits the state from granting such 
mineral right* out of aute hands. The penoltv for 
violating Section 6i is the forfeiture of the lands 
back to the federal government.

Before we eachange these lands we must bn 
certain it would not v io lau 6i. This question will bn 
asked first in  the Superior Court Nest, the Alaska 
Supreme Court w ill give its opinion. And onli 
yean  from now. when the United Stales bupremn 
Court fina lly  rules on this issue, csn the terms of 
the settlement be implemented

Meanwhile, ourmott promiaingfive million >crr> 
of land w ill be tied up. The cloud on the title and thi- 
injunctwn on the original one million acres will 
remain. In addition, tile four million acres of hi- 
poihecaled lands must be preserved as security 
Alreadv lim ber sales on these Isnds have ocrn 
stopped. Thu stoppage of mining and other devi-> 
opment wall aoon follow

Fortunately, there is hope. A new alternative i- 
being discussed Ironically, it is verv sim ilar tr 
what I proposed in the original version of SB 65 I: 
would return some land to the trust. It would 
continue the current allocation of su  percent of tin- 
unrestricted general fund revenue to the tru st I n ­
trust would be managed hv the trust au lhonu 
established in  SB  65. It does not relv on problem 
alic  land exchanges or require the stale to come u: 
with additional cash for a settlement. It is a sen ou- 
propoaal and should be given senous and immeo- 
ate consideration

Sen. Jim Duncan, a IkmoemL rtprwmnU Junta j 
in the unit Sennit.
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Health insurance reran u priorities: 
Small business, high-risk groups
By Tim Bradner 
Alatka Journal of Commerce

■A. s ta te  h ea lth  care  task  
force h a s  ta rg e ted  tw o p ro ­
posals t h a t  will h e lp  sm all 
b u sin esse s control h igh  and  
u n p r e d ic ta b l e  e m p lo y e e  
h e a lth  in su ran ce  costs and  
a lso  ex ten d  affordable cover­
age to h ig h -risk  A laskans who 
c an n o t now  ge t m edical in ­
su ra n ce . W hile th e  H ealth  
R esources and  Access T ask  
Force d id  n o t endorse  specific 
b ills , som e of its  recom m en­
d a tio n s  a re  em bodied in bills 
now in th e  L eg isla tu re .

T h e  ta sk  force p resen ted  its  
recom m endations to th e  s ta te  
S e n a te 's  H ealth , E ducation  
a n d  Social Services C om m it­
tee  la s t  w eek, a n d  th e  com ­
m ittee  s ta r te d  w ork sessions 
on le g is la tio n  e a r l ie r  th is  
week. S im ila r  leg isla tion  is 
in th e  s ta te  House.

O ne b ill is S en a te  Bill 242,

The task force steered away from recommending a 
plan for universal coverage that would tie available to 
all Alaskans, for reasons of cost. But it smaller target 
groups cen be covered more effectively, such m  small 
business employees or high-risk Individuals, the pool 
of uninsured, estimated as high as 90,000 In Alaska, 
might be reduced lo the point where universal coverage 
might be possible.
sponsored by Sen. V irg in ia  
C ollins o f A nchorage, t h a t  
w o u ld  r e q u i r e  in s u r a n c e  
com panies se llin g  h e a lth  in ­
su ran ce  in th e  A laska  m a rk e t 
to jo in  a  re in su ran c e  assoc ia­
tion th a t  w ould offer specia l 
coverage  o f  h ig h  r is k  e m ­
ployees o f sm all b u sinesses. 
Sm all b u sin ess  is  defined  a s  
an  em ployer w ith  th re e  to  25 
em ployees. 'O v e r  90 p e rcen t 
of th e  b u sin esses in A laska 
a re  co n sid ered  sm all b u s i­
ness, hav in g  26 or few er em ­

ployees," C ollins sa id .
W ith  m ed ica l c o s ts  an d  

h e a lth  in su ran ce  p rem iu m s 
risin g , m any  sm all firm s can 
no longer offer com prehensive 
h e a lth  insurance. E m ployees 
m ay have lim ited  coverage, 
fo r ex am p le , b u t  fa m ilie s  
would n o t be  covered. . ,

A  second propoaal is  S en a te  
B ill 74, sponsored  try Sen. 
J a lm a r  K s rttu U  o f  Palm er, 
which would form a  non-profit 
s ta te  C om prehensive H ealth  
In su ran ce  A ssociation to  ex­

ten d  coverage to h ig h -risk  
in d iv id u a ls .  T w e n ty - fo u r  
s ta te s  have  ad o p ted  s im ila r 
program *, K e rttu la  sa id . In ­
su re rs  selling in th e  A laska  
m a rk e t would b s  re q u ire d  to 
jo in  th *  association , coverage 
to those  considered h igh -risk  
could n o tb e  den ied , a n d  a ca p  
would be  placed on prem ium s.

T h e  ta sk  force s tee red  aw ay 
from  recom m ending  a  plan  
for un iversal coverage th a t  
w ould  be a v a ila b le  to  a ll 
A laskans, for re a so n s  of cost. 
B u t if  sm alle r ta rg e t  g roups 
can h e  covered m ore effec­
tively , such a s  am all b u sin ess  
em ployees o r h ig h -risk  in d i­
v iduals, th  s  pool o f  u n in au  rad, 
e stim a ted  a s  h igh  a a  90,000 
in A laska, m igh t bex ad u o M  
to th e  poin t w here  u n iv e rsa l 
coverage m igh t be  possible, 
sa id  s ta te  8en. J im  D un can , a  
leg isla to r active  on th e  issue  
an d  a  m em ber of th e  h ea lth  

Continued on  Wepe I
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R e q u i r e d  i n s u r a n c e  p o o l s  s h o u l d  c o v e r  r i s k s
CMMri Ham Pap* tumiiTH teak fare*.

*Our studies thaw that 26,000 of 
th* 90.000 nnin— *d as* is famiha* 
with ineoin* I r a k  350 paren t or 
abav* th* poverty bo*. If insurance 
can b* mad* arailahk a ta  laaaeoabl* 
cost. they should b* abk ta pay for it 
thamaalvat,* Duncan a id .

Collin*' propoaal, whkfc la baaad on 
a modal bill d ivalaaad by tha inaur- 
anca u iduauyi Haalth Insurant* 
haaanation and Amanra. craata* tha 
Small Employer Haalth Kainauranca 
Aaa*aaO*n.* na* prk h mitity. which 
all insurers aallinc “  tha email am- 
player market aaaH  Jain. Poehnf 
allows maurere te a ra a d  th* mat af 
high riak (raopathcaughaat tha mar­
ket. rathar than rammu amteanu* tad 
on ana saall aapkyar (reap.

Th* plan wauld aka aever atnpky- 
•a*changmgjeb*<Oe*a«aean**nth 
a p n  a tu tm g o n d k k a  aatkAa* th* 
pra-aziatiitc ecndhma restriction, h* 
or aha ia not reqaned to satisfy r»- 
qana— t* again whansh— gingjcb* 
or whan tho auipk j ar change* in ­
surers,* Co lli na aaad.

Kay point* af bar prepaaal:
• OoarantaadaraikhtlstytAllomall

tmpioyar p ou p t would b* ab k  U  
otatma private haalth tnwoano* ra- 
rardka* af tha haalth r l ' tnay rapra-

• Covarat* of whole (roupa: Cov­
in g *  would b* mada available to 
anur* ampleyar (roupa; neither an 
tmployor nor an insurer would b* 
abk taaaduda from th* (roupa cov- 
araf* individual! who pro*wit bi(h 
medical riak a

• Raaawability of coverage: A t ra-‘ 
nawsl am*. employer (roup* or in ­
dividual! in th*** (roup* would b* 
aaaurrd that thair eorara(* would 
not b* cane* lad b*cauM*f deteriorat­
ing health

• Continuity of acvan(a: Onto a 
person ia cover ad in th* email em­
ployer market and h a i aatiaifad a 
plan‘a pro-* iia tin (m nd itka raqadra- 
maota, ha or ah* would pot ham  to 
meat thorn roqui re manta again whan 
chan(ui( job* or whan tha emp loyer 
d u o iM ta rm n .

• Premium pricing bmita: neur­
on ce companies would ba required to 
lim it how much thair rata* could vary 
for (roupa am ila r in gacgraphy, da- 
mocraphk ecmpeaitMO and plan de­
sign. Acam er'a premiums fo rnm ila r

(reop* aauld aat very by mate than 
Mparantfraaathaaamaa'mudpa ic i
rr aa well aa a 15 percent lim it af 
how much a earner'* rataa aauld vary 
by induitry. fina lly , lneraaaae wauid 
be held lo no more than 15 percent 
atom* a carrier'* trwid, tha year-to- 
year in  crest* in  th* low atl new 
homnaatret*.

K a r t tu lj 't  8B-74 i t  somawhvl 
tim ilar, arrant that it  would aatand 
ta a ll hi(h-n*k Alaakana. including 
thoaa aver 56. Membership of msur- 
aremthassaanaluui would conaiat of 
all l ir a re d  h i s p i l l  or medical tor- 
no* acaparauana a  th* ttala that 
sffor p i naan her l a a c n i  far majtr 

I nvwrapa and a ll iaaarara h- 
cenaad ta a fa r health insurance m 
ih» fltAift.

Kartells'* plan would aaa the aaaa- 
ciatssn make available ta hi«h-ritk 
A laakanacm odaa lm icrsgap lnhst 
indadaa haapttai, phyaitian. n u ia a c  
ham* and athar aarneae Coverage 
alia would b* offered to thaaa who era 
hi jh  risk and 56 year* or older, a* a 
Medicare auppktaant plan.

To — premiums,  tha five 
mamfam af th* aaoHMtkn that have 
th* tarfaak numban of inam ifcn lc

under plana with tim ila r beoafite w ill 
subm it re la  pereaaala for riak caavr- 
a ta  equivalent ta that aadar th* Mate 
plan. Premium* for tha alata plan 
could not asoaad 136 percent of th* 
avarasa af thoaa fire  piopeaalt

Thr*»-qcirt«r« of uninsured 
Alaskans livs in famikits of 
ampioyed worittre, and more 
than half of this group Uva In 
famillaa of full-yur, futt-tima 
wocksre.'

Ka rte lls  aaid hi* h ill km adsisd  an 
mewral different approach** aaad in 
othar Mata* and municapalkka. Scam 
34 cut** have adapted sim ilar pra­
g m a ,  he said. 'A l l  tta la  r ia tdm n  
wh* ar*h i(h  risk  wouldbaahfibte for 
inaurmnc* under thia paai at a rea­
sonable rata. Othar atata* place a 
lim it on tho amount of pram era* of 
between 126 portent and >00 pari an t 
o f tha averai*  health  incarama* pre­
m ium in tha state. Alaakasuwh* tee* 
had thair health maaranaa tar— aaad 
ooa* they hseabaaamehkh riak waaid 
ba a llg ih k  for th k  jnm racta, aka.*

Karttu la  aaid that, in  ‘h ta ry , pre­
m ium s wauld cover  tha majm ir/ of 
claim* paid by th* pool. In pranira, 
ptam n imt are p n a ra lly  intteBttent 
b t a u n  a f th* premium aap and the 
peer health o fth t un insu red .'A IM S  
(fadaral) Govam m ent A t cauntin (  
Ofltca atudy concluded that for aaary 
11 raaaread in  p r t a m  by the car- 
n o t  eparating pools. I  L 6 0 k  paid aut 
in  Maims. Thi* b ill takas the appsaadi 
taken in moot state* arith peak, ta 
aaaaa* the pool member* tha asaaaa 
te t lt  in prof'enwn u  thair abase t f  
th* stats haalth insunate* market.* 
And while h i(h .r ia k  peak ta athar 
alata* uaua I ly  lo** maney—aad kaaa* 
can at Uma* ba la r i*—tha m t  hat 
( in ( ra lly  bean in  tha range af an* 
patcani of th* total amount af premi­
um* collected from a ll haakh maur- 
anee pebtiaa aold in  thaaa ttataa, 
Karttu la aaid.

Th* cott would be worth It. Karttula 
thinks: Thraa-quanareaf im massedli w in m l.  . H
worker*. and more than ha lf af thia 
(raup bvain fam ilia l cffull.year.full- 
b a a  warfcart.* Karttu la aaid. T h is  
b ill would proved* low cam ampk y n  
and ind iv idual health inausanae to 
paapi* who are currently dtk ywi(  
haalth car* un til their haakh prob- 
laau  baaam* eavere."

Currently, health car* atnaaaKre 
in  A laska are paying th* cast U th* 
uninsured another way. H ’ i*Ua l». 
clintca and phvsman* paas tha aaau 
of pabants who caiamt. p ty  ante all 
th* ram af tha ir patient*, -chub is ana 
ntajar factor bab ind Alasaa’i  hiqh east 
nf medical car*.

Tha Haalth Raamuaaa and Aacaas 
Task Fan s was told that m 1*90 
A laaka’a 10 top tomnrmiity h itp ka lt 
had te paaa 1 17 million a i uneslkttibl r 
chantv case* ante pauanu wha had 
insurance and (add  pay. That real i  rl 
the cam af medical n  rrwat and ataur- 
a n c r . ______________
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A L A S K A  STATE

H o s p it a l  &  N u r s in g  H o m e
ASSOCIATION

S e n a to r  A r l i s  S t u r g u l e w s k i , C h a ir  
Com mittee on H e a l t h ,  E d u c a t io n  & S o c i a l

S e r v i c e s  
A laska  S t a t e  S e n a te  
C a p i t o l  B u i ld i n g
Ju neau  AK 99811 Re: S u p p o r t  SB 242

H e a l th  I n s u r a n c e  Sm all 
Dear S e n a to r  S t u r g u l e w s k i : E m ployers

Sm all b u s i n e s s e s  a c r o s s  th e  s t a t e ,  i n c l u d i n g  t h i s  
A s s o c i a t i o n , b a d ly  n e ed  a c e s s  to  a f f o r d a b l e  h e a l t h  in s u r a n c e  
p ro g ra m s .

SB 242 p r o v i d e s  a m echan ism , a t  l i t t l e  c o s t  to  th e  s t a t e ,  
and w i th o u t  b u i l d i n g  more b u r e a u c r a c y  to  a d m i n i s t e r  a program 
w i th in  th e  D i v i s i o n  o f  I n s u r a n c e  t h a t  c an  b e g in  t h i s  y e a r  making 
a v a i l a b l e  to  th e  A la s k a  s m a l l  b u s i n e s s  h e a l t h  i n s u r a n c e  t h a t  i s :

* *  g u a r a n t e e d  a v a i l a b l e  
**  r e n e w a b le
**  p r o v i d e s  c o n t i n u i t y  o f  c o v e ra g e  
* *  p l a c e s  l i m i t s  on c o s t

We u rg e  q u i c k  a c t i o n  i n  s u p p o r t  o f  SB 242 . T h is  l e g i s l a t i o n  
w i l l  n o t  r e s o l v e  much b r o a d e r  h e a l t h  c a r e  c o s t  and a c c e s s  i s s u e s  
t h a t  w i l l  be d e a l t  w i t h  u n d e r  SCR 10, b u t  i t  i s  a v e ry  p o s i t i v e  
s o l i d  s t e p  to w a rd s  m ak ing  h e a l t h  i n s u r a n c e  more a c c e s s i b l e  to 
A la s k a n s .

S i n c e r e l y ,

H a r la n  R. Knudson 
P re s id e n t /C E O

c c :  Members, S e n a te  HESS C om m ittee
S e n a to r  F i s c h e r  
S e n a to r  C o t te n  
S e n a to r  Hoffman 
S e n a to r  Menard

319 Seward Street #11 • Juneau, AK 99801 • (907) 586-1790 • Fax (907) 463-3573
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SBJ242: "An Act relating to health insurance for small employers;- and providing far an effective date."
•• • ’

With resolution of the issues noted below, the administration can support this legislation.
One of the more challenging issues facing this country and Alaska is the ever-increasing number of people unable to afford or even find health care insurance. This bill would adaresa small employers who have been unable to purchase health care coverage for employees, especially when one employee has acquired a medical condition and become, in too many cases "uninsurabie." The plan established in the bill assures availability of coverage, prevents picking and choosing employees in a group, assures renewability, and places a cap on premium increases.
Section 2 should be broadened to prohibit violation of any provision of Chapter 55 by any person. The prohibition should not be limited to some licensed individuals or to one section of the law.
M l 21.55.020(a) should delete the director as an ex-officio member of the board. The director cannot be in a position of regulating the activities of the small employer health reinsurance association and be a member of its administrative arm.
AS 21.55.020(b) should delete the exception to the Division of Insurance’s expenses. This program should be self-supporting. Furthermore, the division by statute is funded by fees for services provided.
AS 21.55.040 provides for the sharing of program gains. A legal opinion and perhaps a tax accountant’s opinion should be secured to determine if reinsurers’ sharing of gains would adversely affect the nonprofit status of the association and make it subject to taxation by the Internal Revenue Service.
AS 21.55.040 should require that the plan of operation establish procedures to be self-supporting and fiscally sound.
AS 21.55.050(a)(5) should allow the association to reimburse a reinsuring in sun» if the insurer has paid the in itial level of claim* rather than when the insurer has incurred the initial level of claims. Reinsurers traditionally reimburse after the primary insurer has paid the loss, not when the primary 

• I insurer has reserved the loss.
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AS 21.55.050(dX8) should require reports no lees often than quarterly and upon forms prescribed by the association and acceptable to the director. The association needs to have status reports of claim payments administrative expense on an ongoing basis rather than an annual basis.
AS 21.55.060 should delete the director as a member of the committee.
AS 21.55.060ib) may be in conflict with AS 21.36.090(d). AS 21.55 should be added aa an exception to AS 21.36.090(d).
AS 21.55.070 should be revises to mandate legisla tive review of the program after three years to include the effect of the program on its target market as well aa the overall health insurance market, and to determine whether the program should be continued.
AS 21.55.120 should be revised to assure no coet shifting to other insured persons or to the state.
AS 21.55.120(3X0 should not lim it use of the confidential information to determining a violation of Chapter 55. The information should be available in regard to any violation of AS 21. The exception should allow the director to initiate proceedings aa provided by law and use the information, documents, and other information discovered or developed in a judicial or administrative preceding.
AS 21.55.140 provides no standard of review of forma for the director to follow. Without such standards, the director will not be in a position to disapprove use of forms.
AS 21.55.150(2) does not address situations in which the employer may fail to pay premium and coverage ia cancelled or the employer drops coverage. It appears that a new pre-existing condition requirement would apply to such unfortunate employees. Consideration should be given to providing the employee an option to maintain coverage by paying the premium.
AS 21.55.160 should apply fair marketing standards to all persona, not ju st smalTemployer insurers. Subsection (c) and (d) should address entities such as managing general agents and third-party administrators. Subsection (f) should apply to all persons.
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AS 21.55.250 includes definitions of agent and broker which are already established in AS 21.90. It is probably unnecessary to include reference definitions here. The definition of premium appears to cover the same broad scope as the definition of premium in AS 21.90. The use of different terminology may create ambiguities. This definition may be unnecessary. The definition of small employer references "the preceding year." to avoid confusion, the phrase should clarify whether calendar year, fiscal year, or a rolling 365-day year is the applicable criteria.
This legislation, with resolution of the above issues, will nve the private health care insurance system an opportunity to address this challenge of providing health insurance for small employers, and the administration can support such legislation. - :v-

NDepartment of Adm inistration.

Theodore A. Mala, Commissioner Department of Health and Social Services

Department of Commerce and Economic Development

6091c041392a



NFIB Alaska
S a tiu iu i F e d e ra tio n  o f 
In d e p e n d e n t  B u j ln t i s

A p r i l  7 ,  1992

T h e  H o n o r a b l e  V i r g i n i a  C o l l i n s  
A l a s K A  S t a t e  S e n a t e  
P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1

R E :  SB 2 4 2 :  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 .

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

T h e  r u n a w a y  c o s t  o f  h e a l t h  i n s u r a n c e  i s  a n  i s s u e  f a c i n g  s m a l l  
e m p l o y e r s  i n  t h e  s t a t e  o f  A l a s k a .  N F I B / A l a s k a  h a s  b e e n  f o l l o w i n g  
t h e  w o r k  o f  t h e  H e a l t h  R e s o u r c e s  a n d  A c c e s s  T a s k  F o r c e  a n d  t h e  
p r o g r e s s  o f  SB T 4 ,  S B  S 3  a n d  2 4 2 .  Mow t h a t  h e a r l n g o  a r e  u n d e r w a y  
o n  t h e s e  P i l l s ,  t h e  o b j e c t i v e  o f  t h i s  l e t t e r  i s  t o  s h a r e  w i t h  y o u  
s o m e  t h o u g h t s  a n  S B  2 4 2 .

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

A v o l u n t a r y  a p p r o a c h  i s  a  m o r e  a c c e p t a b l e  a l t e r n a t i v e  t h a n  a  
l e g i s l a t i v e  m a n d a t e  t h a t  a l l  e m p l o y e r s  m u s t  p r o v i d e  h e a l t h  
i n s u r a n c e  c o v e r a g e  f o r  t h e i r  e m p l o y e e s .  S o m e  h a v e  s u g g e s t e d  a  
" p a y  o r  p l a y "  a p p r o a c h  t o  s o l v e  t h e  p r o b l e m * .  O n  a  s t a t e  a n d  
n a t i o n a l  l e v e l  N F I B  i s  v e r y  o p p o s e d  t o  t h a t  c o n c e p t .  E n c l o s e d  i s  
a  c o p y  o f  a n  a r t i c l e  I w r o t e  i n  o p p o s i t i o n  t o  t h a t  c o n c e p t  f o r  t h e  
D e c e m b e r  1 9 9 1  i s s u e  o f  t h e  A l a s k a  B u s i n e s s  M o n t h l y  M a g a z i n e .

N F I 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  a l l  l e g i s l a t i o n  t h a t  
w i l l  h e l p  m a 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 v a i l a b l e  a n d  a f f o r d a b l e  f o r  s m a l l  b u s i n e s s e s .

A s  a  r e m i n d e r ,  t h e  f o l l o w i n g  i s  t h *  r e s u l t *  o f  t h e  1 9 9 1  a n d  1 9 8 9  
9159SkvwoodLane N ^ 1 ® / A l a s k a  p D l  1 o f  o u r  m e m b e r 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
Juncuu. AK 99801
(907)-A9"»178 1 9 9 1

A .

♦
S h o u l d  l e g i e 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  7 2 .2 V .  N o  1 7 %  U n d e c i d e d  1 0 . 8 %

The Cm Jftlian ot 
Small B uam eu
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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  5 0 . 2 7 .  N o  1 9 . 3 %  U n d e c i d e d  3 0 . 5 7 .

1 9 0 9

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

Y e s  87. N o  8 7 %  U n d e c i d e d  57.

I  l o o k  f o r w a r d  t o  w o r k i n g  w i t h  y o u  c n  t h i s  a n d  o t h e r  i s s u e s  o f  
i m p o r t a n c e  t o  t h e  s m a l l  b u s i n e s s  o w n e r s  o f  N F I B / A l a s k a .

S i n c e r s l  y ,

R e s a  J e r r e l  
S t a t e  D i r e c t o r

Enclosure
c c i  S e n a t e  H e a l t h ,  E d u c a t i o n  a n d  

S o c i a l  S e r v i c e s  C o m m i t t e e
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IN S U R A N C E  A N D  E M P L O Y E E  B E N E F IT S

Senator Virginia Collins 
P.O. Box V 
Juneau, AK 99811

March 10, 1992

Re: SB 242

Dear Senator Collins:

As the chairman of the Southern Alaska Life Underwriters .Association Legislative Committee, I 
am writing to advise you of our strong support for your bill number 242. In reviewing all of 
the health insurance related submitted this session, yours offers the potential to benefit the 
greatest number of Alaskans. Unfortunately, most of these Alaskans do not have a well funded 
lobbying effort. Self employed individuals, small business owners and employees and their 
families make up this group. The one thing that they all have in common is one or more medical 
problems which deny them access to comprehensible medical coverage. These people fall through 
the cracks because they either make too much money or have too large a net worth to qualify for 
Medicaid.

We also support your legislation because it provides for a fiscally responsible mechanism to 
guarantee these Alaskans coverage. It is not a socialized all intrusive plan, as some have 
proposed, but a solid first step in meeting the needs of most Alaskans who desire adequate 
medical care.

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

S incere ly^

__—

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

cc: Senator J. Kerttula

1400 WEST BENSON SUITE 350 ANCHORAGE, ALA,SKA 99503 (907)257-5216 FAX (907)279-5016



Souihcm  A laska L ife  U nderw rite rs A ssoc ia tion  
P .O . Box 10-3956 

Anchorage. A laska 99510
MAR 1 7 1992

M a r c h  5 ,  1 9 9 2

C h r i s  C l a r k  
N a n c i  S p e a r
c / o  S e n a t o r  V i r g i n i a  C o l l i n s  
P . O .  B o x  V  
J u n e a u ,  A K  9 9 8 1 1

D e a r  C h r i s  a n d  N a n c i ,

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

W e s u p p o r t  t h e  c o n c e p t s  o f  S e n a t o r  C o l l i n s 1 S . B .  2 4 2  a n d  
w e l c o m e  y o u r  i n q u i r i e s  o n  t h i s  o r  a n y  o t h e r  h e a l t h  o r  l i f e  
i n s u r a n c e  i s s u e s  w h i c h  m a y  n e e d  c l a r i f i c a t i o n s  o n  o u r  
p o s i t i o n s .  O u r  n a t i o n a l  o r g a n i z a t i o n  p r o v i d e s  u s  w i t h  a  
t r e m e n d o u s  b a c k u p  o f  s u p p o r t  f o r  l o c a l  l e g i s l a t i v e  i s s u e s  a n d  
w e  s t a n d  r e a d y  t o  o f f e r  t o  y o u  o u r  m e m b e r ' s  e x p e r t i s e  a n d  
e x p e r i e n c e s  s h o u l d  y o u  n e e d  t h e m .

We a r e  a l s o  p r o p o n e n t s  o f  S . B .  7 4  ( h i g h  r i s k ,  u n i n s u r a b i e  
p o o l )  w h i c h  w e  f e e l ,  w h e n  c o m b i n e d  w i t h  S . B .  2 4 2 ,  w i l l  g o  a  
l o n g  w a y  t o  p r o v i d e  i n c r e a s e d  a c c e s s  t o  h e a l t h  c a r e  c o v e r a g e  
f o r  o u r  c l i e n t s ,  w h i c h  o f  c o u r s e  a r e  a l l  A l a s k a n  v o t e r s .

W e h o p e ,  t h a t  y o u  w i l l  c o n t a c t  o u r  A s s o c i a t i o n  f o r  f u r t h e r  
i n p u t .

i
P r e s i d e n t
( 9 0 7 )  2 5 8 - 5 0 6 5  w o r k
( 9 0 7 )  2 4 8 - 1 3 3 6  h o m e

A M em ber o f  the 
N A T IO N A L  ASSO C IAT IO N  O F  L IF E  U N D ER W R IT ER S



Alaska State Legislature
During Session 
State Capitol 

Juneau, Alaska 99801-1182 
(907) 465-2828

During Interim 
3111 C Street, Suite 540 

Anchorage, Alaska 99503 
(907) 561-2040

Senator Virginia Collins
C S S B  2 4 2  ( H E S )

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  R e f o r m

C S S B  2 4 2  ( H E S )  p r o m o t e s  t h e  a v a i l a b i l i t y  o f  h e a l t h  i n s u r a n c e  
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  r e f o r m s  t h e  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  m a r k e t .  W i t h o u t  r e q u i r i n g  a d d i t i o n a l  s t a t e  e x p e n d i t u r e s ,  
i t  p r o v i d e s :

* G u a r a n t e e d  a v a i l a b i l i t y  -  A l l  s m a l l  e m p l o y e r  g r o u p s  w o u l d  
b e  a b l e  t o  o b t a i n  p r i v a t e  h e a l t h  i n s u r a n c e  r e g a r d l e s s  o f  
t h e  h e a l t h  r i s k  t h e y  r e p r e s e n t  ( s e e  S e c .  2 1 . 5 5 . 1 4 0 ( a ) ) .

* 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  m u s t  b e  a v a i l a b l e  t o  
e n t i r e  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  c o u l d  
e x c l u d e  i n d i v i d u a l s  h a v i n g  h i g h  m e d i c a l  r i s k s  f r o m  t h e  
g r o u p ' s  c o v e r a g e  ( s e e  S e c .  2 1 . 5 5 . 1 5 0 ( 6 ) ) .

* R e n e w a b i l i t y  o f  c o v e r a g e  -  I n d i v i d u a l s  i n  e m p l o y e r  g r o u p s  
a n d  e m p l o y e r  g r o u p s  t h e m s e l v e s  w o u l d  b e  a s s u r e d  a t  t h e  t i m e  
o f  r e n e w a l  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  ( s e e  S e c .  2 1 . 5 5 . 1 3 0 ) .

* 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  a n d  h a s  
s a t i s f i e d  a  p l a n ' s  p r e e x i s t i n g  c o n d i t i o n  r e q u i r e m e n t s ,  h e  
o r  s h e  w o u l d  n o t  h a v e  t o  m e e t  t h o s e  r e q u i r e m e n t s  a g a i n  w h e n  
c h a n g i n g  j o b s  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  ( s e e  
S e c .  2 1 . 5 5 . 1 5 0 ( 2 ) ) .

* P r e m iu m  p r i c i n g  l i m i t s  -  T h e  b i l l  l i m i t s  h o w  m u c h  i n s u r a n c e  
c o m p a n i e s  c o u l d  v a r y  t h e i r  r a t e s  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 y ,  a n d  p l a n  d e s i g n .  I t  a l s o  l i m i t s  
i n c r e a s e s  i n  r a t e s  ( s e e  S e c .  2 1 . 5 5 . 1 2 0 ) .

B a s e d  o n  m o d e l  l e g i s l a t i o n  d r a f t e d  b y  t h e  N a t i o n a l  A s s o c i a ­
t i o n  o f  I n s u r a n c e  C o m m i s s i o n e r s ,  C S S B  2 4 2  ( H E S )  w o u l d  im p r o v e  t h e  
o v e r a l l  f a i r n e s s  a n d  e f f i c i e n c y  o f  t h e  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  m a r k e t .  I t  e n j o y s  s u p p o r t  f r o m  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 ,  t h e  A l a s k a  S t a t e  C h a m b e r  o f  C o m m e r c e ,  t h p  
A l a s k a  S t a t e  H o s p i t a l  a n d  N u r s i n g  H o m e  A s s o c i a t i o n ,  a n d  o t h e r  
o r g a n i z a t i o n s .

PRINTED ON RECYCLED PAPER



UNINSURED ALASKA POPULATION

Tolal Uninsured Population
(F .xrhu lin^  Native Popu la tion  I 1 6 ,6 2 7

U ninsured  earning loss than  3 00% o f poverty  level 61 .47%  (47 ,106 ;
U ninsured  earn ing  m ore ihiin 100%. o f  poverty  level- 38. '>3% <29,.“521)

U n i n s u r e d  D h i ld r e n  U n d e r  A ge  IV  15,694 (20.48 %)
i.'OO% <•/F a l n a l  Pavert\  U  u  lu m i lu'Unvi

le s t than  I (X)% o f  poverty  level. 4 ,284 eh i It Iren
100 - 200%  o f  p overty  level 4 ,888 children
200 - 7(KI% o f  poverty  level 6 ,522 child ren

U n in s u r e d  -Sm all B u s in e s s  F a m ily  1 6 ,0 2 5  ( 2 0 .9 1 %  I
Members• Firms with 25 employers

Include fid l-tim c/full-ycur w orkers
Doc.>> not  include full tim e/pan-veur w orker,

Mtdicully Uniiijuroble 4,000 (5.22%|(I r ‘hian i fsk" unliviiluiilil
Above figures represent potential size of curellcc participant group for coverage provided under 
(he terms of SO 74, so  242 .tnil ,SR 290. A u im I enrollment will dejtcttd r,n sjiecific Ixeivcrftl 
levels oilcied, participant premium/contribution levels, und participant eosi-shunnz pri.vrtiunv.

1992 I’overfy (iiiidclines fur Alaska

.r,ize  o f  fa m i ly  l -n t t  P ,>i«rry (itt iJd liilc  ( IlHI'H l

1 V85U0t VI I.4SH 
Vi 4 .4  (ill 
V1 7,44i J

r’ and uUivc etn ,i V7.980 per member

3 Vl l . d t i U
4 V17.44W

D ata S o u iccs  H ealth  System ;. R e;,earth  I n . (V eruary <. 1992 report; A etna c tt im a ie .



UNINSURED ALASKAN POPULATION

DJ] Children 
iH Small Business 
D  Medically Uninsurabie 
§§ Remaining Uninsured

5 .22%



S M A L L  EHPIO'iGR M A R K E T  R E F O R M S

A v a i l a b i l i t y  

G r o u p  S i z e  

C a s 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 y

W h o le  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 t 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  
m a y  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

G u a r a n t e e d  i s s u e  

3 - 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 % .

C S S B  242 { H E S )

3 y e a r s

T r e n d  p l u s  15%  p l u s  T r e n d  p l u s  15%  p l u s
c h a n g e s  i n  c a s e  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  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

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



N A I C C 3 8 B  242 (HE8)

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 3 t  S h a r i n g

A s s e s s m e n t s

M in im u m
P a r t i c i p a t i o n
R e g 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 is m .

150%  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  10% 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 iu 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 is m .

150%  f o r  w h o l e  g r o u p s  
500%  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 iu 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 im 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  
15% 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  l a r g e  
e m p l o y e r  m a r k e t ;  o n e  t o  
r e p r e s e n t  H S O ,  H S C ,  o r  
M S O ;  o n e  t o  r e p r e s e n t  
H M O ; o n e  t o  r e p r e s e n t  
o t h e r  b e n e f i t  a r r a n g e ­
m e n t .

P a g e  2 -



N A I C C 8 8 B  242 ( H E 8 )

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

C o e t  S h i f t i n g

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 ,  
s 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

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  N A I C  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 .

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

R e p o r t i n g N o  r e f e r e n c e

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

N o t  I n c l u d e d

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 .

P a g e  z  -



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  R e f o r m  

H i g h l i g h t s

C S S B  242 (HES)

A v a i l  a b i l i t y

G r o u p  s i z e

C a s 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

C S S B  2 4 2  ( H E S )  

G u a r a n t e e d  i s s u e  

S e c .  2 1 . 5 5 . 1 4 0 ( a )

3 - 2 5

S e c .  2 1 . 5 5 . 2 5 0 ( 2 5 )

G e o g r a p h y ,  a g e ,  s e x ,  
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

S e c .  2 1 . 5 5 . 2 5 0 ( 9 )

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  35%

S e c .  2 1 . 5 5 . 1 2 0 ( a ) ( 1 )

3 y e a r s

S a c .  7 .  P R E M IU M  R A T E  
R E S T R I C T I O N  ( p a g e  2 3 ,  
l i n e s  1 - 1 5 )  ;
S e c .  2 1 . 5 5 . 1 2 0 ( a ) ( 2 )


