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program, the appropriateness of the premiums charged, and the level of insurer retention under
the program and the costs of coverage for small employers; if the board fails to file a report with
the director within 90 days following the end of the applicable calendar year, the director may
evaluate the operations of the program and implement amendments to the p m of operation the
director determines necessary to reduce future losses and assessments;

(7) if assessments exceed net losses of the association, the excess shall be held
in an interest bearing account and used by the board to offset future losses or to reduce
association premiums; in this paragraph, "future losses” include a reserve for incurred but not
reported claims;

(8) the board shall annually determine a member’s proportion of participation in
the association based on annual statements and other reports determined necessary by the board
and filed by the member with the board; an insurer shall report to the board a claim payment
made and administrative expense incurred in this state on a semi-annual basis on a form
prescribed by the director;

(9) the plan of operation must include a provision for the imposition of an interest
penalty for late payment of assessments;

(10) a member may request a deferment from the director, in whole or in part,
from an assessment issued by the board; the director may defer, in whole or in part, the
assessment of a member if, in the opinion of the director payment of the assessment would
endanger the ability of the member to fulfill the member’s contractual obligations;

(11) in the event an assessment against a member is deferred in whole or in part,
the amount by which the assessment is deferred may be assessed against the other members in
a manner consistent with the basis for assessments set out in this subsection; the member
receiving a deferment shall remain liable to the association for the amount deferred; the director
may attach conditions to a deferment; a member receiving a deferment may not reinsure an
individual or group as provided under this section until the assessment is paid.

() The board, as part of the plan of operation, shall establish a methodology for
determining premium rates to be charged by the program for reinsuring small employers and
individuals under this section. The methodology must include a system for classification of small
employers that reflects the types of case characteristics commonly used by small employer

insurers in the state. The methodology must provide for the development of base reinsurance
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premium rales that shall be multiplied by the factors set out in (b) of this section to determine
the premium rates for the association. The base reinsurance premium rates shall be established
by the board, subject to the approval of the director, and shall be set at levels that reasonably
approximate gross premiums charged to small employers by small employer insurers for health
benefit plans with benefits similar tothe standard health benefit plan. The board shall review
the methodology established under this subsection to ensure that the methodology reasonably
reflects the claims experience of the program. Changes to the methodology may be proposed bv
the board, and are subject to approval by the director.

Sec. 21.55.060. HEALTH BENEFIT PLAN COMMITTEE, (a) The health benefit plan
committee is established in the association. The committee is composed of seven members
selected by the director as follows:

(1) three members who are representatives of participating insurers;
(2) one  member who represents small employers;

(3) one  member who represents employees of smallemployers; and
(4) one  member who represents health care providers; and

(5) one  member who represents agents or brokers.

(b) The committee shall recommend benefit levels, cost sharing levels, exclusions and
limitations for the basic and standard health benefit plan offered under AS 21.55.140. The
committee shall also design a basic health benefit plan and a standard health benefit plan that
contain benefit and cost sharing levels that are consistent with the basic method of operation and
the benefit plans of health maintenance organizations, including restrictions imposed by federal
law. The plans recommended by the committee may include the following cost containment
features:

(1) utilization review of health care services, including review of the medical
necessity of hospital and physician services;

(2) case management;

(3) selective contracting with hospitals, physicians, and other healthcare
providers;

(4)reasonable benefit differentials applicable to providers that participate or do
not participate in arrangements using restricted network provisions; and

(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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() 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 measu

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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employers;

(B) any adjustment, not to exceed 15 percent annually and adjusted pro
rata for rating periods of less than one year, due to the claim experience, health status,
or duration of coverage of the employees or dependents of the small employer as
determined from the small employer insurer’s rate manual; and

(C) any adjustment due to change in coverage or change in the case
characteristics of the small employer, as determined from the small employer insurer’s
rate manual;

(4) adjustments in rates for claim experience, health status, and duration of
coverage may not be charged to individual employees or dependents; any adjustment must be
applied uniformly to the rates charged for all employees and dependents of the small employer;

(5) a premium rate for a health benefit plan shall comply with the requirements
of this section notwithstanding an assessment paid or payable by small employer insurers under
AS 21.55.050(d);

(6) a small employer insurer may utilize industry as a case characteristic in
establishing premium rates, provided that the rate factor associated with an industry classification
may not vary by more than 15 percent from the arithmetic average of the highest and lowest rate
factors associated with all industry classifications;

(7) a small employer insurer shall

(A) apply rating factors, including case characteristics, consistently with
respect to all small employers; rating factors must produce premiums for identical groups
that differ only by amounts attributable to plan design and do not reflect differences due
to the nature of the groups assumed to select particular health benefit plans; and

(B) treat all health benefit plans issued or renewed in the same calendar
month as having the same rating period;

(8) for the purposes of this subsection, a health benefit plan that utilizes a
restricted provider network may not be considered similar coverage to a health benefit plan that
does not utilize a restricted provider network;

(9) a small employer insurer may not use case characteristics, other than age,
gender, industry, geographic area, family composition, and group size without prior approval of

the director.
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(b) In connection with the offering for sale of a health benefit plan to a small employer.
a small employer insurer shall make a reasonable disclosure, as part of its solicitation and sales
materials, of the following:

(1) the extent that premium rates for a specified small employer are established
or adjusted based upon the actual or expected variation in claims costs or actual or expected
variation in health r.uitus of the employees of the small employer and their dependents; and

(2) the provisions of the health benefit plan

(A) concerning the small employer insurer’s right to change premium rates
and factors, other than claim experience, thataffect changes inpremium rates;

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

(C) relating to any preexisting condition provision.
(c) A small employer insurer shall

(1) maintain at its principal place of business a complete and detailed description
of its rating practices and renewal underwriting practices, including information and
documentation that demonstrate that its rating methods and practices are based upon commonly
accepted actuarial assumptions and are in accordance with sound actuarial principles;

(2) file with the director annually, on or before March 15 an actuarial
certification certifying that the insurer is in compliance with this chapter and that the rating
methods of the small employer insurer are actuarially sound; the certification shall be in a form
and manner, and must contain information, as specified by the director; a copy of the certification
shall be retained by the small employer insurer at its principal place of business;

(3) make the information and documentation described in (1) of this subsection
available to the director upon request; the information is confidential and not subject to
disclosure, except

(A) as agreed to by the small employer insurer;
(B) as ordered by a court of competent jurisdiction; or
(C) the director may use the information or other discovered information
in a judicial or administrative proceeding.
(d) The director may adopt regulations toimplement theprovisions ofthis section and
io ensure that rating practices used by small employer insurers arc consistent with the purposes

of this act, including ensuring that differences in rales charged for health benefit plans by small
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employer insurers are reasonable and reflect objective differences in plan design, not including
differences due to the nature of the groups assumed to select particular health benefit plans.

Sec. 21.55.130. RENEWABILITY OF COVERAGE, (a) A health benefit plan subject
to this chapter shall be renewable with respect to all eligible employees and dependents at the
option of the small employer, except for

(1) nonpayment of the required premiums;
(2) fraud or misrepresentation of the small employer or, with respect to coverage
of individual insureds, the insureds or their representatives;
(3) noncompliance with the minimum participation or employer contribution
requirements;
(4) repeated misuse of a provider network provision; or
(5) a small employer insurer who elects to nonrcnew a'l of its healthbenefit plans
delivered or issued for delivery to small employers in this state; an insurer who elects to
nonrenew as described in this paragraph shall
(A) provide advance notice of the decision to the director and to the
director or commissioner of insurance in each stale in which the insurer is licensed; and
(B) provide notice of the decision not to renew coverage to all affected
small employers and to the insurance regulatory office in each state in which an affected
covered individual is known to reside at least 180 days before the nonrenewal of the
health benefit plan by the insurer; notice to the director under this subparagraph shall be
provided at least three working days before the notice to the affected small employers;
(6) a health benefit plan for which the director finds that the continuation of the
coverage would
(A) not be in the best interests of the policyholders or certificate holders;
or
(B) impair the insurer’s ability to meet its contractual obligations.

(b) A small employer insurer that elects not lo renew a health benefit plan under (a)(5)
of this section may not write new business in the small employer market in this stale for a period
of five years from the date of notice to the director.

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

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

Sec. 21.55.140. REQUIRED OFFER OF COVERAGE, (a) Except as provided under
AS 21.b5.160, a small employer insurer shall, as a condition of transacting business in this state
with small employers, offer to small employers at least two health benefit plans. One health
benefit plan offered by a small employer insurer shall be a basic health benefit plan and one plan
shall be a standard health benefit plan. A small employer insurer shall issue a basic health
benefit plan or a standard health benefit plan to an eligible small employer that applies for either
plan, agrees to make the required premium payments, and agrees to satisfy the other reasonable
provisions of the health benefit plan not inconsistent with this chapter.

(b) A small employer insurer shall file with the director, under AS 21.42, the basic health
benefit plans and the standard health benefit plans to be used by the insurer.

(c) The director at any time may, after providing notice and an opportunity for a hearing
to a small employer insurer as provided under AS 21.06.180 - 21.06.210, disapprove the
continued use by the small employer insurer of a basic or standard health benefit plan if the plan
does not meet the requirements of this chapter.

Sec. 21.55.150. REQUIRED HEALTH BENEFIT PROVISIONS. A health benefit plan
covering a small employer must include the following provisions:

(1) a health benefit plan may not deny, exclude, or limit benefits for a covered
individual for losses incurred more than 12 months following the effective date of the
individual’s coverage due to a preexisting condition; a health benefit plan may not define a
preexisting condition more restrictively than

(A) a condition that would have caused an ordinarily prudent person to
seek medical advice, diagnosis, care, or treatment during the six months immediately
preceding the effective date of coverage;

(B) a condition for which medical advice, diagnosis, care, or treatment was
recommended or received during the six months immediately preceding the effective date
of coverage; or

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

(2) a health benefit plan must waive any time period applicable to a preexisting
condition exclusion or limitation period with respect to particular services for the period of time

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

CSSB 242(HES) -14- SB02421)

New Text Under]inecl [DELETED TEXT BRACKETED]



© 0o N o g M WON

W W N N NN NN NN NN

respect to the services, provided that the qualifying previous coverage was continuous to a date
not more than 30 days before the effective date of the new coverage; this paragraph does not
preclude application of a waiting period applicable to all new enrollecs under the health benefit
plan;

(3) a health benefit plan may exclude coverage for late enrollecs for the greater
of 18 months or for an 18-month preexisting condition exclusion, provided that if both a period
of exclusion from coverage and a preexisting condition exclusion are applicable to a late enrollee,
the combined period may not exceed IS months from the date the individual enrolls for coverage
under the health benefit plan;

(4) requirements used by a small employer insurer in determining whether to
provide coverage to a small employer shall be applied uniformly among all small employers with
the same number of eligible employees applying for coverage or receiving coverage from the
small employer insurer, except that a small employer insurer may vary application of minimum
participation requirements and minimum employer contribution requirements by the size of the
small employer group;

(5) a small employer insurer may not increase a requirement for minimum
employee participation or a requirement for minimum employer contribution applicable to a small
employer at any time after the small employer has been accepted for coverage, except as allowed
under (4) of this section:

(6) if a small employer insurer offers coverage to a small employer, the small
employer insurer shall offer coverage to all of the eligible employees of a small employer and
their dependents; a small employer insurer may not offer coverage to only certain individuals in
a small employer group or to only part of the group, except in the case of late enrollees as
provided in (3) of this section;

(7) a health benefit plan may not, by a rider or amendment applicable to a specific
individual, restrict or exclude coverage by type of illness, treatment, medical condition, or
accident, except for preexisting conditions as allowed under this section.

Sec. 21.55.160. EXEMPTION FROM REQUIRED OFFER OF COVERAGE, (a) A
small employer insurer is not required to offer coverage or accept applications under
AS 21.55.140(a)

(1) if the small employer is not physically located in the insurer’s established
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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 1SO 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) Asmall 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- SB02426

Nev Text Underlined [DELETED TEXT BRACKETED]



© O N o O~ W N R

W W NN N NN N NN NN N NN
P S © ® 4N o o0 R ® N R oS kb RE &HERBRKES

plans, to eligible small employers in the state. If a small employer insurer denies coverage to
a small employer on the basis of the health status or claims experience of the small employer or
its employees or dependents, the small employer insurer shall offer the small employer the
opportunity to purchase a basic health benefit plan and a standard health benefit plan.

(b) Except as provided in this subsection, a small employer insurer may not, directly or
indirectly, encourage or direct small employers to refrain from filing an application for coverage
with the small employer insurer because of the health status, claims experience, industry,
occupation, or geographic location of the small employer, or encourage or direct small employers
to seek coverage from another insurer because of the health status, claims experience, industry,
occupation, or geographic location of the small employer. This subsection does not apply to
information provided by a small employer insurer k a small employer regarding the established
geographic service area or a restricted network p> 'vision of a small employer insurer.

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

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

general agent, or third-party administrator that provides for or results in the compensation paid
to an agent or broker for the sale of a health benefit plan to be varied because of the health
status, claims experience, industry, occupation, or geographic location of the small employer.
This subsection does not apply to a compensation arrangement that provides compensation to an
agent, broker, managing general agent, or third-p~ty administrator on the basis of a percentage
of premium, provided that the percentage does not vary because of the health status, claims
experience, industry, occupation, or geographic area of the small employer.

(d) A small employer insurer

(1) shall provide reasonable compensation, as provided under the plan of operation
of the program, to an agent, broker, managing general agent, or third-party administrator, if any,
for the sale of a basic or standard health benefit plan;

(2) or agent, broker, managing general agent, or third-party administrator may not
induce or otherwise encourage a small employer to separate or otherwise exclude an employee
from health coverage or benefits provided in connection with the employee’s employment;

(3) may only deny an application for coverage from a small employer in writing
and if the reasons for the denial are stated.

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

(0 A violation of this section by a person is an unfair trade practice for purposes of
AS 21.36.

(g) If a small employer insurer enters into a contract, agreement, or other arrangement
with a third-party administrator to provide administrative, marketing, or other services related to
the offering of health benefit plans to small employers in this state, the third-party administrator
is subject to this section as if it were a small employer insurer.

See. 21.55.250. DEFINITIONS. In this chapter,

(1) T“actuarial certification” means a written statement by a member of the
American Academy of Actuaries or another individual acceptable tc the director indicating that
based on the person’s examination, including a review of the appropriate records, actuarial
assumptions, and methods used by the insurer in establishing premium rates for applicable health
insurance plans that a small employer insurer is in compliance with the provisions of
AS 21.55.120;

(2) "affiliate™ or "affiliated” means a person who directly or indirectly, through
one or more intermediaries, controls or is controlled by or is under common control with, a
specified person;

(3) "agent" has the meaning given in AS 21.90.700;

(4) "association” means the Small Employer Health Reinsurance Association
created in AS 21.55.010;

(5) "base premium rate" means the lowest premium rate charged or that could
have been charged under the rating system by the small employer insurer to small employers with
similar case characteristics for health benefit plans with the same or similar coverage:

(6) "basic health benefit plan” means a lower cost plan offered under
AS 21.55.140;

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

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

(9) "case characteristics” means demographic or other objective characteristics of
a small employer that arc considered by the small employer insurer in the determination of
premium rates for the small employer, provided that claim experience, health status, and duration

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;

(212) "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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except that an eligible employee or dependent may not be considered a late enrollee if
(A) the individual

(i) was covered under qualifying previous coverage at the time of
the initial enrollment;

(i) has lost coverage under qualifying previous coverage as a
result of the termination of employment or eligibility, the involuntary termination
of the qualifying previous coverage, death of a spouse, or divorce or dissolution
of marriage; and

(iii) requests enrollment within 30 days after the termination of the
qualifying previous coverage; or

(B) the individual is employed by an employer who offers multiple health
benefit plans and the individual elects adifferenthealth benefit plan during an open
enrollment period; or

(C) a court has ordered coverage to be provided for a spouse or minor
child under a covered employee’s planand requestforenrollment is made within 30 days
after issuance of the court order;

(18)  "member" means all insurers issuing health benefit plans, welfare
arrangements and, to the extent permitted under 29 U.S.C. 1001 - 1459 (Employee Retirement
Income Security Act), other benefit arrangements providing health benefit plans in <his staig

(19) "new business premium rate" means the lowest premium rate charged or
offered, or that could have been charged or offered, by the small employer insurer to small
employers with similar case characteristics for newly issued health benefit plans with the same
or similar coverage;

(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 o; health benefit arrangement that
provides benefits similar to or exceeding benefits provided under the basic health benefit

plan; or
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(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-Uwet* but not more
than 25 eligible employees, the maj tv of whom are employed within the state; in determining
the number of eligible employees, ce _anies 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;

(27) “standard health benefit plan” means a health benefit plan developed under
AS 21.55.140;

(28) "welfare arrangement™ means a multiple employer welfare arrangement as
defined in 29 U.S.C. 1003, but does not include a multiple employer welfare arrangement that

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

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

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

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

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

activities authorized by and regulated under this chapter.

]! See. 6. AS 21.87.340 is amended to read:
Sec. 21.87.340. OTHER PROVISIONS APPLICABLE. In audition to the provisions

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

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

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

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

mutual "insurers":
(1) AS
(2) AS
(3) AS
(4) AS
(5) AS
(6) AS
(7) AS
(8) AS
(9) AS

21.03

21.06

21.09, except AS 21.09.090
21.18.010

21.18.030

21.18.040

21.18.120

21.21.321

21.36

(10) AS 21.42.345 - 21 42.365, and 21.42.375

(11) AS 21.51.120
(12) AS 21.53

(13) AS 21.54.020

(14) AS 21.55

£15) AS 21.69.400

06) [(15)] AS 21.69.520

07) [(16)] AS 21.69.600, 21.69.620, and 21.69.630
118) [(17)] AS21.78

09) [(18)] AS 21.89.040

120) [(19)] AS 21.89.060

(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, 113)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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(cl) The Health Benefit Plan Committee, enacted in sec. 4 of this Act, shall submit the required
health benefit plans within 180 days after the members of the committee are appointed.

(e) Notwithstanding AS 21.55.070, enacted in sec. 4 of this Act, the board of directors of the
Small Employer Health Reinsurance Association shall provide the report required under AS 21.55.070
to the director of the division of insurance annually until December 31, 1997.

* 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

"An Act relating to health insurance for small employers; and providing for an effective
date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

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

(1) promote the availability of health insurance coverage to small employers regardless
of their health status or claims experience;

(2) prevent abusive rating practices;

(3) require disclosure of rating practices to purchasers;

(4) establish rules regarding renewability of coverage;

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

(6) provide for development of "basic" and "standard” health benefit plans to be offered
to all small employers;

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

(8) improve the overall fairness and efficiency of the small group health insurance

1 CSSB 242(FIN)
New Text Underlined [DELETED TEXT BRACKETED]



1 market.

© o0 N o o B~ W DN

W W N N DD DD N NN DD NN NDNDN PR R R R
Hoom\lmm#wmpoom\lmm'ﬁcﬁﬁﬁg

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

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

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

Sec. 21.36.025. UNFAIR MARKETING PRACTICES PROHIBITED. A person may
not violate the applicable provisions of AS 21.55.180.

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

(d) Except to the extent necessary to comply with AS 21.42.365 and AS 21.55. a person
may not practice or permit unfair discrimination against a person who provides a service covered
under a group disability policy that extends coverage on an expense incurred basis, or under a
group service or indemnity type contract issued by a nonprofit corporation, if the service is within
the scope of the provider’s occupational license. In this subsection, "provider" means a state
licensed physician, dentist, osteopath, optometrist, chiropractor, nurse midwife, advanced nurse

practitioner, naturopath, physical therapist, or occupational therapist.

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

(d) Except to the extent necessary to comply with AS 21.42.365, a person may not
practice or permit unfair discrimination against a person who provides a service covered under
a group disability policy that extends coverage on an expense incurred basis, or under a group
service or indemnity type contract issued by a nonprofit corporation, if the service is within the
scope of the provider’s occupational license. In this subsection, "provider" means a state licensed
physician, dentist, osteopath, optometrist, chiropractor, nurse midwife, advanced nurse

practitioner, naturopath, physical therapist, or occupational therapist.

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

CHAPTER 55. SMALL EMPLOYER HEALTH INSURANCE.
ARTICLE 1. SMALL EMPLOYER HEALTH REINSURANCE ASSOCIATION.

Sec. 21.55.010. CREATION; MEMBERSHIP. A nonprofit incorporated legal entity to
be known as the Small Employer Health Reinsurance Association is established. Membership
consists of all insurers licensed to transact health insurance in the state that offer a health benefit
plan. All members shall maintain membership in the association as a condidon of doing health
insurance business, or being able to offer subscriber contracts, in the state.

Sec. 21.55.020. BOARD OF DIRECTORS; ORGANIZATION, (a) The board of

CSSB 242(FIN) 2
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directors of the association consists of nine individuals selected by participating members, subject
to approval by the director. The director shall endeavor to appoint at least six board members
who are also small employer insurers. If the director is unable to appoint six board members
who are also small employer insurers, the director may fill the remaining seats with any insurer.
In selecting members of the board, the director shall consider, among other things, whether all
types of participating members are fairly represented.

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

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

Se". 21.55.030. GENERAL POWERS. The association may

(1) exercise the powers granted to insurers under the laws of the state, except that
the association may not issue insurance;

(2) sue or be sued,;

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

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

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

(6) define the array of health coverage products for which reinsurance will be
provided and issue reinsurance policies;

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

3 CSSB 242(FIN)
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members’ risks by die association;

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

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

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

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

Sec. 21.55.040. PLAN OF OPERATION, (a) The association shall submit to the
director a plan of operation and amendments necessary or suitable to assure the fair, reasonable,
and equitable administration of the association. The director may, after notice and hearing,
approve the plan of operation if the director determines it to be suitable to assure the fair,
reasonable and equitable administration of the program on a proportionate basis under the
provisions of this section and it does not shift program costs to other insured persons or the state.
The plan of operation and amendments become effective upon approval in writing by the director.

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

(¢) The plan of operation must establish procedures for

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

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

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

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

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

the association.
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Sec. 21.55.050. HEALTH CARE REINSURANCE, (a) A member may reinsure
coverage of an eligible employee of a small employer or a dependent of an eligible employee of
a small employer with the association only under the following provisions:

()) regarding a small employer basic or standard health benefit plan, the
association shall reinsure the level of coverage provided;

(2) regarding a plan other than a small employer health benefit plan, the
association shall reinsure the level of coverage provided up to, but not exceeding, the level of
coverage provided in a small employer basic or standard health benefit plan;

(3) a small employer insurer may reinsure an entire employer group within 60
days of the commencement of the group’s coverage under a health benefit plvi;

(4) a small employer insurer may reinsure an eligible emp jyee or dependent
within a period of 60 days following the commencement of the coverage with the small
employer, a newly eligible employee or dependent of a reinsured small employer may be
reinsured within 60 days of the commencement of coverage;

(5) the association may not reimburse a reinsuring insurer regarding the claims
of areinsured employee or dependent until the insurer has paid an initial level of claims for the
employee or dependent of $5,000 in a calendar year for benefits covered by the association;

(6) a small employer insurer may terminate reinsurance for one or more of the
reinsured employees or dependents of a small employer on any plan anniversary.

(b) Premium rates charged for coverage reinsured by the association shall be established
as required under (e) of this section and adjusted as follows:

(1) for whole group small employer reinsurance coverage, 1.5 multiplied by the
base premium rate established by the association for eligible employees, and dependents of
eligible employees, of a small employer all of whose coverage is reinsured with the association;

(2) for eligible employee or dependent reinsurance coverage, 5.0 multiplied by
the base premium rate established by the association.

(c) Ifahealth benefit plan coverage for a small employer is entirely or partially reinsured
with the association, the premium charged to the small employer for a rating perxl for the
coverage issued under this section shall meet the premium rate requirements established under
AS 21.55.120.

(d) On or before March 1 of each year, the board shall determine and report to the
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director the association’s net loss for the previous calendar year, including administrative
expenses and incurred losses for the year, taking into account investment income and other
appropriate gains and losses. A net loss for the year shall be recovered by assessments collected
from reinsuring. insurers. The board shall establish, as part of the plan of operation, a formula
by which to make assessments against reinsuring insurers. The assessment formula must be
based on each reinsuring insurer’s share of the total premiums earned in the preceding calendar
year from health benefit plans delivered or issued for delivery to small employers in this state
by reinsuring carriers and each reinsuring insurer’s share of the premiums earned in the preceding
calendar year from newly issued health benefit plans delivered or issued for delivery during the
calendar year to small employers in this state by reinsuring insurers. In determining an
assessment, if any, that :s collected from a member, the following provisions apply:

(1) the f ranila established under this subsection may not result in a reinsuring
insurer having an assessment share that is less than 50 percent or more than 150 percent cf an
amount that is based on the proportion of the reinsuring insurer’s total premiums earned in the
preceding calendar year from health benefit plans delivered or issued for delivery to small
employers in this state by reinsuring insurers to total premiums earned in the preceding calendar
year from health benefit plans delivered or issued for delivery to small employers in this state
by all reinsuring carriers;

(2) the board may, with approval of the director, change the assessment formula
established under this section from time to time as appropriate; the board may provide for the
shares of the assessment base attributable to premiums from all health benefit plans and to
premiums from newly issued health benefit plans to vary during a transition period;

(3) subject to the approval of the director, the board shall make an adjustment to
the assessment formula for reinsuring carriers that are approved health maintenance organizations
that are federally qualified under 42 U.S.C. 300, to the extent, if any, that restrictions are
imposed on those organizations that are not imposed on other small employer carriers;

(4) premiums and benefits paid by a reinsuring insurer that are less than an
amount determined by the board to justify the cost of collection may not be considered for
purposes of determining assessments;

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

an estimate of the assessments needed to fund losses incurred by the association in the previous

e
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calendar year,

(6) if the board determines that the assessments needed to fund the losses incurred
by the association in the previous calendar year will exceed five percent of total premiums earned
in the previous year from health benefit plans delivered or issued for delivery to small employers
in this state by reinsuring insurers, the board shall evaluate the operation of the program and
report its findings, including any recommendations for changes to the plan of operation, to the
director within 90 days following the end of the calendar year in which the losses were incurred,;
the evaluation must include an estimate of future assessments, the administrative costs of the
program, the appropriateness of the premiums charged, and the level of insurer retention under
the program and the costs of coverage for small employers; if the board fails to file a report with
the director within 90 days following the end of the applicable calendar year, the director may
evaluate the operations of the program and implement amendments to the plan of operation the
director determines necessary to reduce future losses and assessments;

(7) if assessments exceed net losses of the association, the excess shall be held
in an interest bearing account and used by the board to offset future losses or to reduce
association premiums; in this paragraph, "future losses" include a reserve for incurred but not
reported claims;

(8) the board shall annually'determine a member’s proportion of participation in
the association based on annual statements and other repons determined necessary by the board
and filed by the member with the board; an insurer shall repon to the board a claim payment
made and administrative expense incurred in this state on a semi-annual basis on a form
prescribed by the director;

(9) the plan of operation must include a provision for the imposition of an interest
penalty for late payment of assessments;

(10) a member may request a deferment from the director, in whole or in part,
from an assessment issued by the board; the director may defer, in whole or in part, the
assessment of a member if, in die opinion of the director payment of the assessment would
endanger the ability of the member to fulfill the member’s contractual obligations;

(11) in the event an assessment against a member is deferred in whole or in part,
the amount by which the assessment is deferred may be assessed against the other members in

a manner consistent with the basis for assessments set out in this subsection; the member
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receiving a deferment shall remain liable to the association for the amount deferred; the director
may attach conditions to a deferment; a member receiving a deferment may not reinsure an
individual or group as provided under this section until the assessment is paid.

(e) Th? board, as part of the plan of operation, shall establish a methodology for
determining premium rates to be charged by the program for reinsuring small employers and
individuals under this section. The methodology must include a system for classification of small
employers that reflects the types of case characteristics commonly used by small employer
insurers in the state. The methodology must provide for the development of base reinsurance
premium rates that shall be multiplied by the factors set out in (b) of this section to determine
the premium rates for the association. The base reinsurance premium rates shall be established
by the board, subject to the approval of the director, and shall be set at levels that reasonably
approximate gross premiums charged to small employers by small employer insurers for health
benefit plans with benefits similar to the standard health benefit plan. The board shall review
the methodology established under this subsection to ensure that the methodology reasonably
reflects the claims experience of the program. Changes to the methodology may be proposed by
the board, and are subject to approval by the director.

Sec. 21.55.060. HEALTH BENEFIT PLAN COMMITTEE, (a) The health benefit plan
committee is established in the association. The committee is composed of seven members
selected by the director as follows:

(1) three members who are representatives of participating insurers;
(2) one member who represents small employers;

(3) one member who represents employees of small employers; and
(4) one member who represents health care providers; and

(5) one member who represents agents or brokers.

(b) The committee shall recommend benefit levels, cost sharing levels, exclusions and
limitationsfor the basic and standard health benefit plan offered under AS 21.55.140. The
committee shall also design a basic health benefit plan and a standard health benefit plan that
contain benefit and cost sharing levels that are consistent with the basic method of operation and
the benefit plans of health maintenance organizations, including restrictions imposed by federal

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

features:

-8
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(1) utilization review of health care services, including review of the medical
necessity of hospital and physician services;

(2) case management;

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

(4) reasonable benefit differentials applicable to providers that participate or do
not participate in arrangements using restricted network provisions; and

(5) other managed care provisions.

Sec. 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 overall 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. TAXEXEMPTION. 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 iamages resulting from an act or omission of the member on behalf of the
association unless t*i 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
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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 pan 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 die
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.

(c) Except as provided in this subsection, for 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 rate by more than 35 percent of the applicable index rate;

(2) regarding a health benefit plan issued before July 1, 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) apercentage 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 char2°teristics or plan design of
the small employer, as determined by the insurer;

(3) the percentage increase in the premium rate charged to a small employer for
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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 "t 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 net 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;

(B) any adjustment, not to exceed 15 percent annually and adjusted pro
rata for raring periods of less than one year, due to the claim experience, health status,
or duration of coverage of the employees or dependents of the small employer as
determined from the small employer insurer’s rate manual; and

(C) any adjustment due to change in coverage or change in the case
characteristics of the small employer, as determined from the small employer insurer’s
rate manual;

(4) adjustments in rates for claim experience, health status, and duration of
coverage may not be charged to individual employees or dependents; any adjustment must be
applied uniformly to the rates charged for all employees and dependents of the small employer;

(5) a premium rate for a health benefit plan shall comply with the requirements
of this section notwithstanding an assessment paid or payable by small employer insurers under
AS 21.55.050(d);

(6) a small employer insurer may utilize industry as a case characteristic in
establishing premium rates, provided that the rate factor associated with an industry classification
may not vary by more than 15 percent from the arithmetic average of the highest and lowest rate
factors associated with all industry classifications;

(7) a small employer insurer shall

(A) apply rating factors, including case characteristics, consistently with
respect to all small employers; rating factors must produce premiums for identical groups
that differ only by amounts attributable to plan design and do not reflect differences due

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

-11- CSSB 242(FIN)
New Text Underlined (DELETED TEXT BRACKETED]



© W N o 0o B~ W N R

W W NN NN DD DD DN DN DD DN PR

(B) treat all health benefit plans issued or renewed in the same calendar
month as having the same rating period;
(8) for die purposes of this subsection, a health benefit plan that utilizes a
restricted provider network may not be considered sin' overage to a health benefit plan that

does not utilize a restricted provider network;

(9) a small employer insurer may not use cast characteristics, other than age,
gender, industry, geographic area, family composition, and group size without prior approval of
the director.

(b) In connection with the offering for sale of a healthbenefit plan to a small employer,
a small employer insurer shall make a reasonable disclosure, as part of its solicitation and sales
materials, of the following:

(1) the extent that premium rates for a specified small employer are established
or adjusted based upon the actual or expected variation in claims costs or actual or expected
variation in health status of the employees of the small employer and their dependents; and

(2) the provisions of the health benefit plan

(A) concerning the small employer insurer’s right: to change premium rates
and factors, other than claim experience, that affect changes in premium rates;

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

(C) relating to any preexisting condition provision.
(c) A small employer insurer shall

(1) maintain at its principal place of business a complete and detailed description
of its rating practices and renewal underwriting practices, infiuding information and
documentation that demonstrate that its rating methods and practices are based upon commonly
accepted actuarial assumptions and are in accordance with sound actuarial principles;

(@) file with the director annually, on or before March 15, an actuarial
certification certifying that the insurer is in compliance with this chapter and that the rating
methods of the small employer insurer are actuarially sound; the certification shall be in a form
and manner, and must contain information, as specified by the director; a copy of the certification
shall be retained by the small employer insurer at its principal place of business;

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

available to the director upon requ”t; the information is confidential and not subject to
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disclosure, except
(A) as agreed to by the small employer insurer,
(B) as ordered by a court of competent jurisdiction; or
.. ( C) the director may use the information or other discovered information
in ajudicial or administrative proceeding.

(d) The director may adopt regulations to implement the provisions of this section and
to ensure that rating practices used by small employer insurers are consistent with the purposes
of this act, including ensuring that differences in rates charged for health benefit plans by small
employer insurers are reasonable and reflect objective differences in plan design, not including
differences due to the nature of the groups assumed to select particular health benefit plans.

Sec. 21.55.130. RENEWABILITY OF COVERAGE, (a) A health benefit plan subject
to this chapter shall be renewable with respect to aJ eligible employees and dependents at the
option of the small employer, except for

(1) nonpayment of the required premiums;
(2) fraud or misrepresentation of the small employer or, with respect to coverage
of individual insureds, the insureds or their representatives;
(3) noncompliance with the minimum participation or employer contribution
requirements;
(4) repeated misuse of a provider network provision; or
(5) a small employer insurer who elects to nonrenew all of its health benefit plans
delivered or issued for delivery to small employers in this state; an insurer who elects to
nonrenew as described in this paragraph shall
(A) provide advance notice of the decision to the director and to the
director or commissioner of insurance in each state in which the insurer is licensed; and
(B) provide notice of the decision not to renew coverage to all affected
small employers and to the insurance regulatory office in each state in which an affected
covered individual is known to reside at least 180 days before the nonrenewal of the
health benefit plan by the insurer; notice to the director under this subparagraph shall be
provided at least three working days before the notice to the affected small employers;

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

coverage would
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(A) not be in the best interests of the policyholders or certificate holders;
or
(B) impair the insurer’s ability to meet its contractual obligations.

(b) A sprall employer insurer that elects not to renew a health benefit plan under (a)(5)
of this section may not write new business in the small employer market in this state for a period
of five years from the date of notice to the director.

~c) If a small employer insurer is doing business in o..ly one established geographic
service area of the state, the provisions in this section apply only to the insurer’s operations in
that established service area.

Sec. 21.55.140. REQUIRED OFFER OF COVERAGE, (a) Except as provided under
AS 21.55.160, a small employer insurer shall, as a condition of transacting business in this state
with small employers, offer to small employers at least two health benefit plans. One health
benefit plan offered by a small employer insurer shall be a basic health benefit plan and one plan
shall be a standard health benefit plan. A small employer insurer shall issue a basic health
benefit plan or a standard health benefit plan to an eligible small employer that applies for either
plan, agrees to make the required premium payments, and agrees to satisfy the other reasonable
provisions of the health benefit plan not inconsistent with this chapter.

(b) A small employer insurer shall file with the director, under AS 21.42, the basic health
benefit plans and the standard health benefit plans to be used by the insurer.

(c) The director at any time may, after providing notice and an opportunity for a hearing
to a small employer insurer as provided under AS 21.06.180 - 21.06.210, disapprove the
continued use by the small employer insurer of a basic or standard health benefit plan if the plan
does not meet the requirements of this chapter.

Sec. 21.55.150. REQUIRED HEALTH BENEFIT PROVISIONS. A health benefit plan
covering a small employer must include the following provisions:

(1) a health benefit plan may not deny, exclude, or limit benefits for a covered
individual for losses incurred more than 12 months following the effective date of the
individual’s coverage due to a preexisting condition; a health benefit plan may not define a
preexisting condition more resoictively than

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

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

CSSB 242(FIN) -

Nev Text Unde-lined [DELETED TEXT BRACKETED]



© O N o g b~ w N e

b & I 6566 R &RKE S

BERIRRRINRS

w W
= o

preceding the effective date of coverage;

(B) a condition for which medical advice, diagnosis, care, or treatment was
recommended or received during the six months immediately preceding the effective date
of coverage; or

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

(2) a health benefit plan must waive any time period applicable to a preexisting
condition exclusion or limitation period with respect to particular services for the period of time
an individual was previously covered by qualifying previous coverage that provided benefits with
respect to the services, provided that the qualifying previous coverage was continuous to a date
not more than 30 days before the effective date of the new coverage; this paragraph does not
preclude application of a waiting period applicable to all new enrollees under the health benefit
plan;

(3) a health benefit plan may exclude coverage for late enrollees for the greater
of 18 months or for an 18-month preexisting condition exclusion, provided that if both a period
of exclusion from coverage and a preexisting condition exclusion are applicable to a late enrollee,
the combined period may not exceed 18 months from the date the individual enrolls for coverage
under the health benefit plan;

(4) requirements used by a small employer insurer in determining whether to
provide coverage to a small employer shall be applied uniformly among all small employers with
the same number of eligible employees applying for coverage or receiving coverage from the
small employer insurer, except that a small employer insurer may vary application of minimum
participation requirements and minimum employer contribution requirements by the size of the
small employer group;

(5) a small employer insurer may not increase a requirement for minimum
employee participation or arequirement for minimum employer contribution applicable to a small
employer at any time after the small employer has been accepted for coverage, except as allowed
under (4) of this section;

(6) if a small employer insurer offers coverage to a small employer, the small
employer insurer shall offer coverage to all of the eligible employees of a small employer and
their dependents; a small employer insurer may not offer coverage to only certain individuals in

a small employer group or to only pan of the group, except in the case of late enrollees as
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provided in (3) of this section;

(7) a health benefit plan may not, by a rider or amendment applicable to a specific
individual, restrict or exclude coverage by type of illness, treatment, medical condition, or
accident, except for preexisting conditions as allowed under this section.

Sec. 21.55.160. EXEMPTION FROM REQUIRED OFFER OF COVERAGE, (a) A
small employer insurer is not required to offer coverage or accept applications under
AS 21.55.140(a)

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

(4) if the certificate of authority or bylaws of the insurer do not permit the insurer
to issue coverage on a marker.vide basis; an insurer described in this subparagraph shall comply
with AS 21.55.140 regarding small employers that meet the requirements of the insurer’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 180 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 o’ welfare arrangement provides notice of the decision to cease doing business in the
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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 forone
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
plans, to eligible small employers in the state. If a small employer insurer denies coverage to
a small employer on the basis of the health status or claims experience of the small employer or
its employees or dependents, the small employer insurer shall offer the small employer the
opportunity to purchase a basic health benefit plan and a standard health benefit plan.

(b) Except as provided in this subsection, a small employer insurer may not, directly or
indirectly,encourage or direct small employers to refrain from filing an application for coverage
with the small employer irsurer because of the health status, claims experience, industry,
occupation, or geographic location of the small employer, or encourage or direct small employers
to seek coverage from another insurer because of the health status, claims experience, industry,
occupation, or geograph-'c location of the small employer. This subsection does not apply to
information provided by a small employer insurer to a small employer regarding the established
geographic service area or a restricted network provision of a smail employer insurer.
(c) Except as prov.ded in this subsection, a small employer insurer may not, directly or
indirectly, enter into a contact, agreement, or arrangement with an agent, broker, managing
general agent, or third-party administrator that provides for or results in the compensation paid
to an agent or broker for the sale of a health benefit plan to be varied because of the health
status, claims experience, industry, occupation, or geographic location of the small employer.
Puis subsection does not apply to a compensation arrangement that provides compensation to an
agent, broker, managing general agent, or third-party administrator on the basis of a percentage
of premium, provided that the percentage does not vary because of the health status, claims
experience, industry, occupation, or geographic area of the small employer.
(d) A small employer insurer

(1) shall provide reasonable compensation, as provided under the plan of operation
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of the program, to an agent, broker, managing general agent, or third-party administrator, if any,
for the sale of a basic or standard health benefit plan;

(2) or agent, broker, managing general agent, or third-party administrator may not
induce or otherwise encourage a small employer to separate or otherwise exclude an employee
from health coverage or benefits provided in connection with the employee’s employment;

(3) may only deny an application for coverage from a small employer in writing
and if the reasons for the denial are stated.

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

(f) A violation of this section by a person is an unfair trade practice for purposes of
AS 21.36.

(9) If a small employer insurer enters into a contract, agreement, or other arrangement
with a third-party administrator to provide administrative, marketing, or other services related to
the offering of health benefit plans to small employers in this state, the third-party administrator
IS subject to this section as if it were a small employer insurer.

Sec. 21.55.250. DEFINrTIONS. In this chapter,

(1) "actuarial certification” means a written statement by a member of the
American Academy of Actuaries or another individual acceptable to the director indicating that
based on the person’s examination, including a review of the appropriate records, actuarial
assumptions, and methods used by the insurer in establishing premium rates for applicable health
insurance plans that a small employer insurer is in compliance with the provisions of
AS 21.55.120;

(2) “affiliate™ or "affiliated"” means a person who directly or indirectly, through
one or more intermediaries, controls or is controlled by or is under common control with, a
specified person;

(3) "agent" has the meaning given in AS 21.90.900;

(4) "association" means the Small Employer Health Reinsurance Association
created in AS 21.55.010;

(5) "base premium rate™ means the lowest premium rate charged or that could
have been charged under the rating system by the small employer insurer to small employers with

similar case characteristics for health benefit plans with the same or similar coverage;
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(6) "basic health benefit plan” means a lower cost plan offered under
AS 21.55.140;

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

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

(9) "case characteristics” means demographic or other objective characteristics of
a small employer that are considered by the small employer insurer in the determination of
premium rates for the small employer, provided that claim experience, health status, and duration
of coverage may not be case characteristics for the purposes of this chapter;

(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 of 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 does
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
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plan designs as determined by the insurer for a rating period, the arithmetic average of the
applicable base premium rate and the corresponding highest premium rate;

(16) “insurer" has the meaning given in AS 21.90.900 and includes a welfare
arrangement, a ,fratemal 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
except that an eligible employee or dependent may not be considered a late enrollee if

(A) the individual

(i) was covered under qualifying previous coverage at the time of
the initial enrollment;

(i) has lost coverage under qualifying previous coverage as a
result of the termination of employment or eligibility, the involuntary termination
of the qualifying previous coverage, death of a spouse, or divorce or dissolution
of marriage; and

(i) requests enrollment within 30 days after the termination of the
qualifying previous coverage; or

(B) the individual is employed by an employer who offers multiple health
benefit plans and the individual elects a differenthealth benefit plan during an open
enrollment period; or

(C) a court has ordered coverage to be provided for a spouse or minor
child under a covered employee’s planand request forenrollment is made within 30 days
after issuance of the court order,

(18)  "member" means all insurersissuing  health benefitplans, welfare
arrangements and, to the extent permitted under 29 U.S.C. 1001 - 1459 (Employee Retirement
Income Security Act), other benefit arrangements providing health benefit plans in this state;

(19) "new business premium rate"means thelowestpremium  ratecharged or
offered, or that could have been charged or offered, by the small employer insurer to small
employers with similar case characteristics for newly issued health benefit plans with the same
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) anindividual 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;
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(27) "standard health benefit plan” means a health benefit plan developed under
AS 21.55.140;
(28) "welfare arrangement” means a multiple employer welfare arrangement as
defined in 29 LT.S.C. 1003, but does not include a multiple employer welfare arrangement that
is fully insured as provided in 26 U.S.C. 1060.
* Sec. 6. AS 21.86.260(a) is amended to read:

(@) Except as provided In AS 21.55 and in this chapter, this title does not apply to a
health maintenance organization that obtains a certificate of authority under this chapter. This
subsection does not apply to an insurer licensed under AS 21.09 or a hospital or medical service
corporation licensed under AS 21.87 except with respect to its health maintenance organization
activities authorized by and regulated under this chapter.

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

(@) Except as provided in this chapter, this title does not apply to a health maintenance
organization that obtains a certificate of authority under this chapter. This subsection does not
apply to an insurer licensed under AS 21.09 or a hospital or medical service corporation licensed
under AS 21.87 except with respect to its health maintenance organization activities authorized
by and regulated under this chapter.

* Sec. 8. AS 21.87.340 is amended to read:

Sec. 21.87.340. OTHER PROVISIONS APPLICABLE. In addition to the provisions
contained or referred to previously in this chapter, the following chapters and provisions of this
title also apply with respect to service corporations to the extent applicable and not in conflict
with the express provisions of this chapter and the reasonable implications of the express
provisions, and for the purposes of the application the corporations shall be considered to be
mutual "insurers":

(1) As21.03

(2) AS21.06

(3) AS21.09, except AS 21.09.090
(4) AS21.18.010

(5) AS 21.18.030

(6) AS 21.18.040

(7) AS21.18.120
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(8) AS 21.21.321
(9) AS 21.36

(10) AS 21.42.345 - 21.42.365, and 21.42.375

Ql) AS 21.51.120

(12) AS 21.53

(13) AS 21.54.020

(14) AS 21.55

115) AS 21.69.400

116) [(15)] AS21.69.520

{17}[(16)] AS21.69.600, 21.69.620, and 21.69.630
{18}[(17)] AS21.78

{19} [(18)] AS 21.89.040

{20}[(19)] AS21.89.060

{21} [(20)] AS 21.90.

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

Sec. 21.87.340. OTHER PROVISIONS APPLICABLE. In addition to the provisions
contained or referred to previously in this chapter, the following chapters and provisions of this
title also apply with respect to service corporations to die extent applicable and not in conflict
with the express provisions of this chapter and the reasonable implications of the express
provisions, and for the purposes of the application the corporations shall be considered to be
mutual "insurers":

(1) AS 21.03

(2) AS 21.06

(3) AS 21.09, except AS 21.09.090

(4) AS 21.18.010

(5) AS 21.18.030

(6) AS 21.18.040

(7) AS 21.18.120

(8) AS 21.21.321

(9) AS 21.36

(10) AS 21.42.345 - 21.42.365, and 21.42.375
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(ID AS 21.51.120

(12) AS 21.53

(13) AS 21.54.020

(14) AS 21.69.400

(15) AS 21.69.520

(16) AS 21.69.600, 21.69.620, and 21.69.630
(17) AS 21.78

(18) AS 21.89.040

(19) AS 21.89.060

(20) AS 21.90.

* Sec. 10. PREMIUM RATE RESTRICTION. Regarding a health benefit plan subject to
AS 21.55.110, enacted in sec. 5 of this Act, that is delivered or issued for delivery before July 1, 1992,
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. 5 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 does 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 in the case characteristics of the
small employer, as determined from the insurer’s rate manual.

* Sec. 11. TRANSITION, (a) Within 180 days after the board is appointed under AS 21.55.020,
enacted in sec. 5 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

CSSB 242(FIN) 24~
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submitted by the association and approved by the director.

(b) Notwithstanding AS 21.55.140(a), enacted in sec. 5 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.

(d) The Health Benefit Plan Committee, enacted in sec. 5 of this Act, shall submit the required
health benefit plans within 180 days after the members of the committee are appointed.

(e) Notwithstanding AS 21.55.070, enacted in sec. 5 of this Act, the board of directors of the
Small Employer Health Reinsurance Association shall provide the report required under AS 21.55.070
to the director of the division of insurance annually until December 31, 1997.

* Sec, 12. AS 21.36.025 and AS 21.55 are repealed.
* Sec. 13. Sections 4, 7, 9, and 12 of this Act take effect July 1, 1996.
* Sec. 14. Except as provided in sec. 13 of this Act, this Act takes effect July 1, 1992.
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(2) 135 percent of the premium rate charged to a small employer on January 1,

1992



Alaska State Legislature

Senate
P.0. BOXV
otate Capitol

Official Business Juneau, Alaska 99811
M EMORANUDUWM May 5, 1992
SUBJECT: CSSB 242 (HES)
TO: Senator Pat Pourchot, Co-

Senate Finance C

from: Senator Virginia

Thank you for hearing CSSB 242 (HES) and for giving me the
chance to respond to the m atters brought up at the May 2, 1992
Senate Finance Committee meeting. Here is a summary of the
main points that were discussed:

l. Sunset provision - The sunset provision contained in
Amendment #1 allows the legislature to review the sm all
employer health insurance law five years after the effective
date and to determine whether the program should be continued.

Please note that CSSB 242 (HES) contains legislative review of
the program. Section 8, subsection (e) provides for an annual
report to the legislature. A fter December 31, 1997, the
report would be prepared at least once every two years (see
Sec. 21.55.070).

2. Size of small employer - Amendment #2 changes the minimum
group size from three to two. (The maximum group size would
be 25.)

3. Section 7 - premium rate restriction - |1 recommend that

the premium rate restriction section not be deleted and that a
retroactive premium rate not be added.

Section 7 conforms with model language drafted by the National
Association of Insurance Commissioners (NAIC), a pro-consumer
organization. It allows a transition phase for existing sm all
employer health benefit plans — that is, health benefit plans
sold prior to the effective date of the b ill.

The NAIC recognized the need to accommodate health benefit
plans already on the books that are contractual and that



Senate Finance Committee
May 5, 1992
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cannot be legally changed in the middle of the contract (see
the prohibition against the passage of ex post facto law and

the impairment of the obligation of contracts in the Alaska
Constitution, A rticle I, Section 15).

The premium rates charged for health insurance benefit plans

existing before the effective date of the law may, in some
instances, be higher than the new premium pricing lim its
established by the b ill. Section 7 lim its the prices for new
rating periods in existing, multi-year plans within the three-
year transition phase. Premium increases are |im ited to the

percentage change in the new business rate and any adjustment

due to change in coverage (new and different benefits) or a

change in case characteristics (change in industry or
demographics of the small employer).

This does not give the insurance industry a three-year period

to increase rates exorbitantly. Rather, effective July 1,
1992, all new small employer insurers would have to meet the
premium pricing lim it set forth in Sec. 21.55.120. Existing

small employer insurers would have to be phased into the new
rating restrictions in a manner, provided in Section 7, that

does not violate existing contracts. Section 7 Ilim its the
rates for new rating periods within the existing contract.

* * * X * * *

Finally, let me emphasize that CSSB 242 (HES) allows sm?"".
employer health insurance reform to exist without any cost:
the state. The sunset and reporting provisions allow the
legislature to review this reform, to determine whether it

works, and to decide whether or not it should be continued.

to



WALTERJ. HICKEL, GOVERNOR

OF COMMERCE A
CD

EVELOPMENT ﬁ%ﬁgmmm&m
DIVISION OF INSURANCE PHONE: (SOT) 463-231S
May 5, 1992

he Ho%ora le Pat Fourchot
ééﬁ % gﬁce Committee
uneau 99801 1182
Dear Senator Pourchot

Re* CSSB 242(HES) - 7-L508471]
gvgl atgg Lihe V Hgﬁsnaeune] %ﬂgup%\ﬂdé\éagné h%?/%zthepfgl \%I ik mvry]eena:ve

Ame %r {h Have no_problem with the revision t the sunset
prowsmn om Three 10 five years,

Ame dm R#% We have no problem with the revision to group minimum
gﬁ{ |“c%n 7 &remlug Ra{e Restn(?;‘utlﬂr] TheS ert)m\é %rﬁm eccttl)orr}e p/?ﬁ%uﬁggl
ovISION F\)/\/wprd)wde for eva‘ua on 0 t e Im ac o & |st'ﬂ|on

P aﬂ 8. Trfans%on We believe that the transition and sunset features are

C/)_O

Very truly yours.

SN



NF-BAda

National Federation of
Independent Business

POSITION PAPER

OF

NATIONAL FEDERATION OF INDEPENDENT BUSINESS

SB 242

State Office

9159 Skvwood lane
Juneau, AK 99801
(90-7) 789")278

The Guardian of
Small Business

NFIB/AL.ASKA

TO

SENATE FINANCE COMMITTEE

HEALTH

MAY 2, 1992
IN
SUPPORT
OF

INSURANCE FOR SMALL EMPLOYERS



Chairman, members of the Committee, my name is Resa Jerrel, and |
am the State Director for the National Federation of Independent

Business - NFIB/Alaska. | am happy to be here today in support of
SB 242.

BACKGROUND

NFIB/Alaska is comprised of 4,730 small and independent business
owners. The legislative agenda of NFIB/Alaska is determined by
our ballot. The ballot is our annual poll of our members on a
series of issues deemed critical to small business. A majority
vote, of the members in response to the poll, sets our policy and
position on legislative issues.

For the record the following are the results of the 1991
NFIB/Alaska ballot questions regarding health insurance:

Should legislation be passed in order to create a voluntary
health insurance plan which would be administered by private
insurance companies and which would pool small businesses
together so they could purchase employee health insurance at
group rates?

Yes 72.27. No 177. Undecided 10.87.

If this pooling of employers in order to purchase health
insurance was available, would you participate

Yes 50.27. No 19.37. Undecided 30.57.

Should employers be allowed the option of having their
employees pay part of the premium cost of health insurance
purchased through the above pooling plan?

Yes 907. No 5.27. Undecided 4.87.

The NFIB Foundation Survey nationwide first found health insurance
listed as a key concern for small business in 1986 when it was
cited as the number one problem for small business owners out of
75 potential problem. Again in 1990, 92/i of small business owners
characterized health insurance as a "serious problem™. The NFIB
Foundation recently released Survey, Problems and Priorities, it
listed the cost of health insurance as still the number one
problem. No other difficulty was close. Sixty-one (61) percent
ranked the problem "critical,"” the most extreme assessment it
could be given.



Further surveys have found that small business owners want to
offer health insurance as a fringe benefit out Df both a sense Df
family obligation and competitive necessity.

The ability of the small business owner to provide insurance 1is
greatly influenced by the high costs of premiums and profitability
of the business. For many small business the skyrocketing annual
premium increases, small profit margins, struggling regional
economies, and restricted cash flow all contribute to the
increasing difficulty small business owners have in purchasing

health insurance. If the cost of purchasing or continuing to
provide health insurance continues increasing, small business
owners will be forced tD increase employee contributions, cut

benefits, or in some cased drop coverage altogether.

Small business are most severely impacted by adverse selection,
the demographics of the work force of small business <such as, age
and gender of employees and the hours they work), higher employee
turnover resulting in unpredictable participation rates, and a
lack of expertise and clout in purchasing plans. By virtue of
their size, small bushinesses have very little access to cost
containment mechanisms available to large firms such as self-
insurance. Being unable to obtain the benefits of self-insurance
they must comply with expensive state mandates, pay state premium
taxes and shoulder a larger portion of the carrier's
administrative expenses.

SMALL BUSINESS MARKET REFORM

Small business owners desire to build on the existing health care
system. SB 242 is a voluntary health insurance program to provide
more accessibility, renewability, predictability and stability for
small businesses. It is a viable means of providing health
insurance tD the uninsured population in Alaska.

State mandates cumulatively can raise the cost of health insurance
for small businesses. SB 242 has a provision that state mandates
do not apply to health benefit plans provided to small employers.
This will allow the insurance industry to design and market
affordable health insurance policies. A lower cost plan would
have great appeal to firms that currently do not offer health
insurance coverage. Small businesses are willing to provide
h*ealt,hiinsurance to employees, as long as the cost is not

P* - i lisivs.

It also, requires the small employer insurers to disclose
information relating to premium rates and health benefit plans.



It requires insurers to describe in detail their rating practices
and renewal underwriting practices. Providing this information
will help small business owners to be better informed. The
Congressional Budget Office believes that "giving consumers the
information they need to make more informed decisions might
enhance both the quality and cost-effectiveness of care.”

SUGGESTIONS

NFIB/Alaska appreciates the Sponsor’s effort to encompass firms
with 3 - 25 employees. Unfortunately, this still leaves the one
person firm or the "mom and pop" firmsout in the cold.
NFIB/Alaska realizes that there are problems in covering these
smaller firms, but we urge the committee to explore ways to
include this group of business owners.

Thank you for the opportunity to comment or, this legislation.
NFIB/Alaska has and will continue to support this and other

legislation that will help make privately administered health
insurance more available and affordable for small businesses.
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Alaska State Legislature
Senate
P.O. BOXV
State Capitol

(fficdl Bares Juneau, Alaska

M EMOIRANUDUWM April 22, 1992
SUBJECT Sectional Analysis of CSSB 242 (HES)

to: Members, Senate Finance C ol itte e

FROM: Senator Virginia Collinsl J /

What follow s is a sectional analysis of the above described
b ill. As a preliminary matter, please note that a sectional
analysis of a b ill should not. be considered an authoritative
interpretation of the b ill and the b ill itse If is the best

statement of its contents.

Section 1 - Purpose.

Section 2 - Adds a new section to AS 21.36 (Trade Practices
and Frauds) that prohibits violations of the fair marketing
standards established under Sec. 21.55.180.

Section 3 - Excludes AS 21.55 (Small Employer Health Insurance
chapter) from the unfair discrim ination provision of the Trade

Practices and Fraud law (AS 21.36.090).

Section 4 -

Sec. 21.55.010 - Creates the Small Employer Health Reinsurance
Association as a nonprofit incorporated legal entity and
requires membership of all insurers offering health benefit

plans in the state.

Sec. 21.55.020 - Establishes the board of directors of the
association and provides for specific board representation and
organization.

Sec. 21.55.030 - General powers of the association.
Sec. 21.55.040 - Requires the association to submit a plan of
operation to the director of the division of insurance.

Requires members to comply with the plan and requires the plan
to establish certain procedures.

Sec. 21.55.050 - Establishes specific provisions that apply to
reinsurance provided by a member to employees or dependents of
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employees of a small employer. Establishes a methodology for
determining premium rates to be charged for reinsuring sm all
employers and individuals covered under this section. Re-
guires the association to report to the director of the
division of insurance the association's net loss for the
previous calendar year. Requires association to establish a
form ula by w hich to make assessments against reinsuring
insurers. Sets provisions for determining assessments.

Sec. 21.55.060 - Establishes, in the association, the Health
Benefit Plan Com m ittee composed of members representing
specific groups. Specifies what the committee must do and

allow s the com m ittee to recommend certain cost containment
features.

Sec. 21.55.070 - Requires the board to issue a report every
two years on the effectiveness of the association.

Sec. 21.55.080 - Exempts the association from the Administra-
tive Procedure Act (AS 44.62).

Sec. 21.55.090 - Exem pts the association from payment of
taxes, except for real or personal property taxes.

Sec. 21.55.100 - Provides immunity from civil actions filed
against a member of the association for a negligent act on
behalf of the association.

Sec. 21.55.110 - Establishes when cin individual or health
group benefit plan is subject to AS 21.55 and provides that
other laws requiring coverage, reimbursement, wutilization, or
consideration of a specific health care practitioner do not
applv tc a health benefit plan provided to a small employer.
Treats certain insurers as one insurer for purposes of apply-

ing the restrictions on health benefit plans issued under AS
21.55.

Sec. 21.55.120 - Establishes provisions restricting the
premium rate for a health benefit plan. Requires sm all
employer insurers to disclose <certain inform ation relating to
premium rates and health benefit plans. Requires sm all
employer insurers to describe in detail their rating practices
and renewal underwriting practices, file an actuarial certifi-
cation w ith the director of the division of insurance, and
make certain inform ation available to the director upon re-
quest. Allow s the director to adopt regulations relating to

rating practices.
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Sec. 21.55.130 - Requires renewability of health benefit plans
and provides under what conditions a plan would not be renew-
able. Prohibits certain small employer insurers who do not
renew a health benefit plan from writing a new business in the
state for five years. Specifies when provisions apply to an

insurer operating in an established geographic service area.

Sec. 21.55.140 - Except as provided under Sec. 21.55.160,
requires sm all employer insurers to offer a basic health
benefit plan and a standard health benefit plan. Requires
insurers to file health benefit plans with the director of the
division of insurance. Allow s the director to disapprove

those plans that do not comply with AS 21.55.

Sec. 21.55.150 - Requires health benefit plans for a small
employer to contain certain provisions.

Sec. 21.55.160 - Exempts a small employer insurer from provid-
ing coverage under certain conditions.

Sec. 21.55.170 - Puvides when a small employer insurer may
cease to do business in the small employer market.

Sec. 21.55.180 - Establishes fair m arketing standards for
small employer insurers.

Sec. 21.55.250 - D efinitions.

Section 5 - Provides that a health maintenance organization s
subject to the small employer health insurance provisions in
AS 21.55.

Section 6 - Provides that a hospital or m edical service
corporation is subject to the small employer health insurance

provisions contained in AS 21.55.

Section 7 - Transition section in regards to premium rate
restriction .

Section 8 - Transition section in regards to association's
plan of operation, a sm all employer insurer's basic and
standard health benefit plans, an insurer's filing net insur-
ance premium earned from <certain health insurance plans, and
when the Health Benefit Plan Committee shall submit health

benefit plans.

Section 9 - Effective date.



Alaska State Legislature

During Session

State Capitol
Juneau, Alaska 99801-1182

(907) 465-2828

Senator Virginia Collins

To: Senator Pat Pourchot, Co-Chair
Senate Finance Com mittee

From: Senator Virginia Collin

Re: Request for a hearing o 3B 242 (HES)

Employer Health Insurance

Date: April 16, 1992

During Interim
3111 C Street, Suite 540
Anchorage, Alaska 99503
(907) 561-2040

Sm all

Please schedule CSSB 242 (HES) for a hearing before your

comm ittee.

The b ill establishes the Small Employer Health

Association as a mechanism providing health care

of small employers.

After several exhaustive hearings, the Senate

tion, and Social Services Committee passed out

with a zero fiscal note.

Thank you for your consideration of this request.

®  PRINTED ONRECYCLED PAPER

Reinsurance
for employees

Health, Educa-
CSSB 242 (HES)
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FAX %%é% ClhAﬁléER

OF COMMERCE

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
ovision of affordable health insurance for employees and employers. As you
ve 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 James C. Hickey

1501 4tfa Avano* Suit* Koo  Manajer
Ciotiii'j Squsrt (200) 007-2001
P.0. Box 91032

Souk, WA 9S111.9131

Fox: (200) 447-2M7

Aprill 27,1992

Senator Virginia Collins
AlMka Slate Legislation
Pouch V

Juneau, AK 99802

Dear Senator Collins:

Aetna has reviewed Ilm tunendmena mode t0SB 242 asembodied InCS SB 242 H.E.S. The
amendments ore wi«l/4c-.u with the National Aoiociailon of Insurance Commissioner model

leguimon on small gnuip reform.

Aetna supports tilk legislation in itnCurrent form. kwill result inarmutuital change* to the small
employer hecith insurance market tharwill increase the availability of policies romis group of
Aluskrtns. Thin isfuimmust be mnde by statute, as it lanecessary to impose a consilient and
mandatory set of ruleswhich are applicable to all companies thatmarket tanall group policies.
Otherwise, there isfinancial incentive by individual companies to avoid the highest insurance risks

within this sector of the overall market

SB 242 iscomplimentary m SB 74 inseveral respects, rim, itismanaged by an association, of
private insurers, witli oversight by the Division of Insurance. This will resultina lesser
adhinistrative oast to the State than a publicly funded board. Second, itrequires coverage for
individuals when they change jobs nr dtelremployer changes insurers, even ifthey develop
medical conditions wilicit 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 iixfivik’als wi th pre-existingmedical conditions. Third, itsets limits on the
cost of Insurance tomoderate future im.i**scs. To the extent thar these limits result in losses, the
limtesmay 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). We believe tkata significantpomon of this
group wilt he able to obtain health insurance over the next several yean 1IfSB 242 is adopted.

Sincerely,

Jim Hkkey
Manager
AetnaHealth Plans



laska S tate M edical A ssociation

4107 Laurel Street .  Anchorage, Alaska 99508-5334 .  (907)562-2662

Ai?ril 27, 1992

Senator Virginia Collins
P.O. Box V
Juneau, AK 99811

Dear Senator Collinsi

Our legislative affairs committee recently reviewed vyour

Senate Bill 242 relating to health insurance for small
employers. This bill it enacted could significantly improve
access to health care. It would bo of special bennfit to
those that are ail too often "uninsurabie"™ with pre-existing
conditions that currently all too oiten twmJe insurance
unaffordable for themselves and very expensive for their co-
workers. This bill appears to be well thought out and has our

strong support as being part of the solution to the total
problem of health care access and cost containment.

If | can be of any assistance to you regarding this bill, do
not hesitate to contact me.

Sincerely yours,

Donald R. Lehmann, M.D., A.E.r.P
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Small Insurers are stepping up their
campal%n to block an Increasingly popular
ﬁroposa designed to widen ‘access to
ealth Insurance, particularly in small
companies. The fight Is splitting the small-
Susltness community and the Insurance In-

ustry.

Thye struggle focuses on "quaranteed is-
sue." a requirement that all of an em-
ployer's workers must recejve health In-
surance as long as one gels |t-re?ardl_ess
of a particular employee’s health risk.
(Currently Insurers can’screen employees
of small” companies and (hen decide
whether to offer coverage to a particular
employee.) Advocates say guaranteed Is-
sue is crucial to assuring access to health
insurance, a qrowmg anxiety among
workers In small qomﬁanles. ut critics
say the proPosaI will sharply Increase In-
surance costs of small business without do-
ing much to improve employees’ access to
health coverage.

Five states have adopted guaranteed Is-
sue as part of a health-Insurance legisla-
tive overhaul aimed at small businesses.
Congress and several additional slates are
weighing the idea, also called "open enroll-
ment." Major health Insurers, the nation's
largest smal-husiness group and other.
proponents say that the package would ex-
pand coverage and stabilize future pre-
mium Increases. _

Opponents are chiefly small Insurers
and small-business organizations that sell
health Insurance to their members. They .
say it Is unfair to burden small employers
and their carriers with America's 23'mil-
lion medically uninsurabie Individuals.
They are recrultm% full-time lobbyists to
help them buttonhole everyone'from stale

ENTERPRISE
Small Insurers Seek to Block Plan to Widen Coverage

lawmakers to President Bush..

"It's my survival," explains Benny
Thayer, chairman of the National Associa-
tion "of the Self-Employed In Washington,
D.C. He worries that many of Ills _
members with NASE-endorsed health poli-
cies will droP their coverage and their
membership If %uaranteed access pushes
up insurance rates substantially.

Mr. Thayer has organized a coalition of
small-business associations and Insurers to
seek an exemption from the universal cov-
erage requirement. He also Is writing let-
ters to Sen. Lloyd Bentsen, a Texas Demo-
crat who chairs the Senate Finance Com-
mittee, which Is drafting health-Insurance
legislation. _ ,

And in January, the NASE hired Jim
Morrison, a former Senate Democratic
aide, to lead Its Iobbyln% effort around the
U.S., especially where the guaranteed Is-
sue IS gaining steam. The lobbyist lias
Fone_tc_) Annapolis, Md,, twice. Last week,
le visited lawmakers In Jefferson City,
Mo., and In Washington. .

“There are about 13 brush fires out
there," Mr. Morrison says. "I think Flor-
ida Is too far gone to storl]). Arizona is very
far along. Junderstand there are problems
In Colorado, Vermont and Delaware."

The Council of Smaller Enterprises In
Cleveland Is lobbying equally hard against
guaranteed Issue. "We're doing our best to
talk to everyone who will listen" because
big Insurers are overselling the Idea and
small employers don't grasp the dollar
trade-offs, says John Polk, executive direc-
tor. COSE, a leading local small-business
organization, brokers health-Insurance cov-
erage for about 8500 small companies
whose policies cover 15000)employees and
family members. , ,

Besides pressing Ills case with Ohio

state senators, Mr.*Polk says .that earlier
tills year lie tried to explain the dangers ot
guaranteed Issue to Mr. Bush and Health
and Human Services Secretary Louis Sulli-
van at a Washington briefing.

"The cost of guaranteed Issue to our
members would be [premium lncreases In
the neighborhood of 13% to 15% That
translates to about $30 million (or our
members," Mr. Polk says. At National
Health Insurance Co. In”Grand Prairie,
Texas, President Scott Smith says that
g(u}?ranteed ssue would drive up préemiums

Poto 45% The Insurer hills about $I00
million a year in premiums for policies
marketed mostlF by an association that
mainly Insures the self-employed.

"Open enrollment is a concept that's to-
tally flawed," asserts Arthur Ferrara,
president of Guardian Life Insurance Co.
of America In New York, which Insures
many small concerns. "Politicians think
It's a great Idea. The people who think it's
a bad Idea are those who have to deliver
the benefits and pay the bills."

Mr. Ferrara lias been urging New York
stale Ie?lglators to reject guaranteed issue
unless It is combined witll a pool to cover
serious health risks, with costs borne by
every.employer. "Without the pool," lie
continues, "we would probably have to
abandon the market."

Proponents argue that guaranteed Issue
ann[q with the rest of the overhaul package
would make coverage more affordable and
plentiful while eliminating what they con-
sider to be small Insurers’ overly aggres-
sive pricing policies. Among the supporters
are the Health Insurance Association of
America, the National Federation of Inde-
pendent Business, the National Association
w Insurance Commissioners and House

Critics Say ‘Guaranteed Issue’Will Achieve Little and Raise Premiums

and Senate leaders from both parties.

Oilier changes proposed by the Health
Insurance Association of America-die
major U.S. health Insurance trade grou(s)-
and some members of Congress Include:
100% dedUCthIHt){ of health-Insurance
costs for self-employed persons: require-
ment that states offer Inexpensive, no-
fillls health coverage: curbs on annual pol-
icy rate Increases: and risk pools to help
mitigate steep premium increases.

Aetna Life Insurance Co. of Hartford,
Conn., estimates that guaranteed Issue
would Increase small companies’ health-In-
surance premiums by a maximum of 57
accordlng_to Thomas Buchbcrqer, the in-
surer's director of publlc-pollcy issues
analrsw. Aetna bills ‘about &L Billion of
health premiums annually to companies
with fewer than 200employees. Aetna Is a
unit of Aetna Life & Casualty Co, .

Small companies ahould be W”“n? to
pay a small price now for greater future
stability In their health-Insurance costs,
says John Motley, the NFIB's government
affairs director.

Mr. Motley blames Insurers and small-
business groups o[)posed to guaranteed is-
sue for refusing to cover people without
good health records. "From mr stand-
point, they are part of the problem,” lie
says. "They are cherry picking" those
whom they choose to Insure.

Critics of guaranteed Issue contend that
proponents want to protect their own Inter-
ests, loo. The proposal supposedly would
"broaden coverage to uninsured and pres-
ently uninsurabie consumers. About two
years later, however, massive cancella-
tions and/or drastic_premium Increases
would follow," wrote Tim Ryles, Georﬁla‘s
Insurance commissioner, In a March 10
memo to state lawmakers.



217 Second Streec, Suite 200
Juneau, Alaska SB80L

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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Here's something
we can really do:
Health insurance
reform in Juneau

T here'* cno thing slat* legislator* cen do
inJuneau this ipring theywill fee) good about
— pen something in the way ofhcelth insur-
ance reform. Soaring medical and health in-
iuranee coat* i* now a tenout 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
thatcould mak* aatartatdoing tomathmg on
thia. It *a national problem a*well, and there
are bill* pending in eongreaa, but several
it*tea have been able totackla bits and pieces
ofthe problem with somesuccess, and Alsaka
should be one of those.

One interesting tall that should be ofinter-
eat to businesa is a proposal by Senator Vir-
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 posiibly lover thacoatofhealth insur-
ance for small buainease*, 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. Karttuli'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 bvall ofus. Butit
would make baeic health coverage available
to those who are now denied it. md 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, wilhiut 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 Alaska 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 seein 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 tl.r

With an estimated 40,000 to 90,000 Alas-
kans now without health coverage — the
upper number aboutone-tuth of our popula-
tion — we see the problem as senous inderd.
Hut it* one we c*n do something about this
year

Inayeann which w*faceunpleasant tasks,
like cutting the budget, health insurance re
form is something lasvmaxera should be proud
to take home to the voter*

Commentary
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M ental Health T rust lands:

Will the settlem

Bysen. Jim Duncan

Last May, the Legislature accepted the
governor's proposal for settling the Mental Health
LandsTruatdispute. Unfortunately, itis 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 ofland
have been tied up in thia lawsuit jiut when we
desperately need new incoms-gensrating develop-
ment.

The root of this problem goes back to territorial
day*. A barbaric fadanally impoaad eyitam convicted
an Alaakan with any mantel disability ofthe 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
Alaska. In respenae, tha ftdaral government
granted tha state on* million acres of land. It was
to be held in treat and managed to mak* money for
our own mental health program.

The** were the firstlands 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-
giclands 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.
Thu 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
togive back the land that was taken and pay for the
land thaiwaa sold.

In 1991.1introduced Senate Bill 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 dif-
ferent proposal in the waning davs of the legisla-
tive session

Their proposal seemed simple and straightfor-
ward and, Ithink, was offered in good faith. Instead
of payinr for the land that could not be relumed to
the trust the land would be eachanged for other
eLate land of comparable value and income pro-
ducing potential A trustauthority 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.

ent work?

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 million acres, including Cook Inletoil and gas
leaM landa, had to ba pledged aa security. Prepa-
ration ofthe hypothecated land roater took so long
that th* liat waa not available to the Legislature
before th* amended SB 66 waa passed.

Tha deal waa negotiated with the beneficiaries’
attorneysin 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
lawsuiton too ofthe one alreadv before the courts.

Of 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
trust However, Section 6i of the suuhocd act
forever prohibits the state from granting such
mineral right* out ofaute 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 notviolau 6i. This question will bn
asked firstin the Superior Court Nest, the Alaska
Supreme Court will give its opinion. And onli
yean from now. when the United Stales bupremn
Court finally rules on this issue, csn the terms of
the settlement be implemented

Meanwhile, ourmott promiaingfive million >crr>
ofland will 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 limber 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 similar tr
what I proposed in the original version ofSB 65 I:
would return some land to the trust. It would
continue the current allocation of su percent of tin-
unrestricted general fund revenue tothe trust In -
trust would be managed hv the trust aulhonu
established in SB 65. It does not relv on problem
alic land exchanges or require the stale to come u:
with additional cash fora settlement. Itis a senou-
propoaal and should be given senous and immeo-
ate consideration

Sen. JimDuncan, a lkrmoemL rtprwnmUJuntasj
in the unit Sennit.
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Health insurance reranu priorities:
Small business, high-risk groups

By Tim Bradner
Al atlii Journal of Commerce

tate health care task
force has targeted two pro-
posals that will help small
businesses control high and
unpredictable employee
health insurance costs and
also extend affordable cover-
age tohigh-risk Alaskans who
cannot now get medical in-
surance. While the Health
Resources and Access Task
Forcedid notendorse specific
bills, some of its recommen-
dations are embodied in bills
now in the Legislature.

The task force presented its
recommendationstothe state
Senate's Health, Education
and Social Services Commiit-
tee last week, and the com-
mittee started work sessions
on legislation earlier this
week. Similar legislation is
in the state House.

One bill is Senate 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, suchm small

usiness employees or high-risk Individuals, the pool
of uninsured, estimated as high as 90,000 In Alaska,
might be reduced lothe pointwhere universal coverage

might be possible.

sponsored by Sen. Virginia
Collins of Anchorage, that
would require insurance
companies selling health in-
surance in the Alaskamarket
tojoin areinsurance associa-
tion that would offer special
coverage of high risk em-
ployees of small businesses.
Small business is defined as
an employer with three to 25
employees. 'Over 90 percent
of the businesses in Alaska
are considered small busi-
ness, having 26 or fewer em-

ployees,"” Collins said.

With medical costs and
health insurance premiums
rising, many small firms can
no longeroffercomprehensive
health insurance. Employees
may have limited coverage,
for example, but families
would not be covered. C

A second propoaal is Senate
Bill 74, sponsored try Sen.
Jalmar KsrttuU of Palmer,
which would form a non-profit
state Comprehensive Health
Insurance Association to ex-

tend coverage to high-risk
individuals. Twenty-four
states have adopted similar
program*, Kerttula said. In-
surers selling in the Alaska
market would bs required to
join th* association, coverage
to those considered high-risk
could notbe denied, and acap
wouldbeplacedonpremiums.
The task force steered away
from recommending a plan
for universal coverage that
would be available to all
Alaskans, for reasons ofcost.
But ifsmaller target groups
can he covered more effec-
tively,such asamallbusiness
employees or high-risk indi-
viduals,thspoolofuninaurad,
estimated as high aa 90,000
in Alaska, might bexaduoM
to the point where universal
coverage might be possible,
said state 8en.Jim Duncan,a
legislator active on the issue
and a member of the health
Continued on Wepe |
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*QOur studies thaw that 26,000 of
th* 90.000nnin— *d as* is famiha*
with ineoin* Irak parent or
abav* th* poverty bo*. If insurance
canb*mad*arailahk ata laaaeoabl*
cost. they should b* abk ta pay forit
thamaalvat,* Duncan aid.

Collin*' propoaal, whkfc labaaad on
a modal bill divalaaad by tha inaur-
anca uiduauyi 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 araad th* mat af
highriak (raopathcaughaattha mar-
ket. rathar than rammuamteanu*tad
on ana saall aapkyar (reap.

Th* plan wauld aka aever atnpky-
ea*changmgjeb*©e*a«aean**nth
apn atutmg ondkka aatkAa* th*
pra-aziatiitc ecndhma restriction, h*
or aha ia not reqaned to satisfy r»-
gana— t*againwhansh— gingjcb*
or whan tho auipk jar change* in-
surers,* Collina aaad.

Kay point* af bar prepaaal :

e OoarantaadaraikhtlstytAllomall

insurance

of Cammmwr -

tmpioyar poupt would b* abk U
otatma private haalth tnwoano* ra-
rardka* afthahaalthr | ' tnay rapra-

« Covarat* of whole (roupa: Cov-
ing* 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 riaka

« Raaawability of coverage: At ra-
nawsl am*. employer (roup™ or in-
dividual! in th*** (roup* would b*
aaaurrd that thair eorara(* would
notb*cane*lad b*cauM*fdeteriorat-
ing health

« Continuity of acvan(a: Onto a
person ia coverad in th* email em-
ployer market and hai aatiaifad a
plan‘apro-*iiatin(mnditka ragadra-
maota, ha or ah* would pot ham to
meatthornroquiremantaagain whan
chan(ui( job* or whan tha employer
duoiMtarmn.

* Premium pricing bmita: neur-
once companies would ba required to
limithow much thair rata* could vary
for (roupa amilar in gacgraphy, da-
mocraphk ecmpeaitMO and plan de-
sign.Acamer'a premiumsfornmilar

‘

pools should c

(reop* aauld aat very by mate than
Mparantfraaathaaamaa'mudpaici
rr aawell aaa 15 percent limit af
how much a earner'* rataa aauld vary
by induitry. finally, Ineraaaae wauid
be held lo no more than 15 percent
atom* a carrier' trwid, tha year-to-
year increst* in th* lowatl new
homnaatret*.

Karttulj't 8B-74 it somawhvl
timilar, arrant that it would aatand
ta all hi(h-n*k Alaakana. including
thoaa aver 56. Membership of msur-
aremthassaanaluui would conaiat of
all lirared hispill or medical tor-
no* acaparauana a th* ttala that
sffor pinaanher laacni far majtr

I nvwrapa and all iaaarara h-
cenaad ta afar health insurance m
ih» fltAift.

Kartells'* plan would aaa the aaaa-
ciatssn make available ta hi«h-ritk
Alaakanacmodaalmicrsgaplinhst
indadaa haapttai, phyaitian. nuiaac
ham* and athar aarneae Coverage
alia would b*offered tothaaawho era
hijh risk and 56 year* or older, a* a
Medicare auppktaant plan.

To — premiums, tha five
mamfam afth*aaoHMtkn that have
th* tarfaak numban of inamifcnlc

over risks

under plana with timilar beoafite will
submit rela pereaaala for riak caavr-
ataequivalenttathataadar th* Mate
plan. Premium* for tha alata plan
could not asoaad 136 percent of th*
avarasa af thoaa fire piopeaalt

Thr-geirt«r« of uninsured
Alas_kzilnsed livs in faanr:'(ljdts of
ampioyed worittre, and more
than half of this group Ua In
famillaa of full-yur, futttima
wocksre.'

Kartells aaid hi* hill kmadsisd an
mewral different approach** aaad in
otharMata*and municapalkka.Scam
34 cut** have adapted similar pra-
gm a, he said. ‘All ttala riatdmn
wh* ar*hi(h risk wouldbaahfibte for
inaurmnc* under thia paai at a rea-
sonable rata. Othar atata* place a
limit on tho amount of pramera* of
between 126 portentand >00 pariant
oftha averai* health incarama* pre-
mium intha state. Alaakasuwh*tee*
had thairhealth maaranaatar— aaad
ooa*they hseabaaamehkh riak waaid
ba allgihk for thk jnmracta, aka.*

Karttula aaid that, in ‘htary, pre-
miums wauld cover tha majmir/ of
claim* paid by th* pool. In pranira,
ptamnimt are pnarally intteBttent
btaun afth* premium aap and the
peer health oftht uninsured.'AIMS
(fadaral) Govamment Atcauntin(
Ofltca atudy concluded that for aaary
11 raaaread in p rta m by thecar-
noteparating pools.1 L6 0k paidaut
in Maims. Thi* bill takas the appsaadi
taken in moot state* arith peak, ta
aaaaa* the pool member* tha asaaaa
tetlt in prof'enwn u thair abase tf
th* stats haalth insunate* market.*
And while hi(h.riak peak ta athar
alata* uaually lo** maney—aad kaaa*
can at Uma* ba lari*—tha m t hat
(in(rally bean in tha range af an*
patcaniofth* total amountafpremi-
um* collected from all haakh maur-
anee pebtiaa aold in thaaa ttataa,
Karttula aaid.

Th* cottwould be worth It. Karttula
thinks: Thraa-quanareafimm sse(i_|

1 in mi

worker*. and more than half af thia
(raup bvain familial cffull.year.full-
baa warfcart.* Karttula aaid. This
bill would proved* low cam ampky n
and individual health inausanae to
paapi* who are currently dtk ywi(
haalth car* until their haakh prob-
laau baaam* eavere."

Currently, health car* atnaaaKre
in Alaska are paying th* cast U th*
uninsured another way. H'i*Ual».
clintca and phvsman* paas tha aaau
of pabants who caiamt. pty ante all
th* ram afthair patient*, -chub is ana
ntajar factorbabind Alasaa'i higheast
nf medical car*.

Tha Haalth Raamuaaa and Aacaas
Task Fans was told that m 1*90
Alaaka’'a 10 top tomnrmiity hitpkalt
had te paaal 17 million ai uneslkttiblr
chantv case* ante pauanu wha had
insurance and (add pay. Thatrealid
the camafmedical n rrwat and ataur-
ancr.
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ALASKA STATE

Hospital & Nursing Home
ASSOCIATION

Senator Arlis Sturgulewski, Chair

Committee on Health, Education & Social
Services

Alaska State Senate

Capitol Building

Juneau AK 99811 Re: Support SB 242
_ Health Insurance Small
Dear Senator Sturgulewski: Employers

Small businesses across the state, including this

Association,badly need acess to affordable health insurance
programs.

SB 242 provides a mechanism, at little cost to the state,
and without building more bureaucracy to administer a program
within the Division of Insurance that can begin this year making
available to the Alaska small business health insurance that is:

** guaranteed available
** renewable

provides continuity of coverage
** places limits on cost

We urge quick action in support of SB 242. This legislation
will not resolve much broader health care cost and access issues
that will be dealt with under SCR 10, but it is a very positive

solid step towards making health insurance more accessible to
Alaskans.

Sincerely,

Harlan R. Knudson
President/CEO

cc: Members, Senate HESS Committee
Senator Fischer
Senator Cotten
Senator Hoffman
Senator Menard

319 Seward Street #11 ¢ Juneau, AK 99801 « (907) 586-1790 * Fax (907) 463-3573
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NABAza

Satiuiui Federation of
Independent Bujlntis

April 7, 1992

The Honorable Virginia Collins
AlasKA State Senate

Pouch V

Juneau, Alaska 99811

RE: SB 242: Health Insurance for small employers.

Dear Senator Collins:

The runaway cost of health insurance is an issue facing
employers in the state of Alaska. NFIB/Alaska has been
the work of the Health Resources and Access Task Force

following

underway

progress of SB T4, SB S3 and 242. Mow that hearlngo are
on these Pills, the objective of this letter is to share

some thoughts an SB 242.

The idea of a voluntary health insurance program is a

with you

of providing health insurance tb the uninsured population

Alaska. Small businesses are willing to provide health
to employees, as long as the cost is not prohibitive.

A voluntary approach is a more acceptable alternative

legislative mandate that all employers must provide health
insurance coverage for their employees. Some have suggested
"pay or play" approach to solve the problem™¥*. On a state
national level NFIB is very opposed to that concept.

a copy of an article | wrote in opposition to that concept

insurance

Enclosed

December 1991 issue of the Alaska Business Monthly Magazine.

NFIB/Alaska has and will continue to support all legislation

will help make privately administered health insurance
available and affordable for small businesses.

As a reminder, the following is th* result* of the 1991

9159SkvwoodLane N~*1® /Alaska pDI1 of our members regarding health insurances

Juncuu. AK 99801
(907)-A9"»178 1991

Should legielation be passed In order to create a
A . voluntary health insurance plan which would be

administered by private insurance companies and which

would pool small businesses together so they could
purchase employee health Insurance at group rates?
Yes 72.2V. No 17% Undecided 10.8%

The Omiftlian ot
Small Buameu
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I look forward to working with you c¢cn this and other
importance to the small business owners of

Sinc

Resa

2

If this pooling of employers in order to purchase
health insurance was available, would you participate?

Yes 50.27. No 19.3% Undecided 30.57.
1909
Should legislation be enacted requiring employers to
provide basic health care insurance coverage for
their employees?
Yes 87. No 87% Undecided 57.
issues

NFIB/Alaska.

ersly,

Jerrel

State Director

Enclosure

cci

Senate Health, Education and
Social Services Committee

of
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INSURANCE AND EMPLOYEE BENEFITS

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, |
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
thedcraclés 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.

Sincerely”

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

cc: Senator J. Kerttula

1400 WEST BENSON SUITE 350 ANCHORAGE, ALASKA 99503  (907)257-5216  FAX (907)279-5016



Souihcm Alaska Life Underwriters Association
P0. Box 10-295 MR 1712
Anchorage. Alaska 99510

March 5, 1992

Chris Clark

Nanci Spear

c/o Senator Virginia Collins
P.O. Box V

Juneau, AK 99811

Dear Chris and Nanci,
Thank you both for your time and attention this past week.

Our association appreciates your apparent concern on I|life and
health insurance issues which are pending this session.

We support the concepts of Senator C o llins1 S.B. 242 and
welcome your inquiries on this or any other health or life
insurance issues w hich may need clarifications on our
positions. Our national organization provides us w ith a
tremendous backup of support for local legislative issues and
we stand ready to offer to you our member's expertise and

experiences should you need them.

We are also proponents of S.B. 74 (high ris k., uninsurabie
pool) which we feel, when combined with S.B. 242, w ill go a
long way to provide increased access to health care coverage
for our clients, which of course are all Alaskan voters.

We hope, that you w ill contact our Association for further

input.

[

President

(907) 258-5065 w ork
(907) 248-1336 home

A Member of the
NATIONAL ASSOCIATION OF LIFE UNDERWRITERS



Alaska State Legislature

During Session

State Capitol
Juneau, Alaska 99801-1182

(907) 465-2828

During Interim
3111C Street, Suite 540
Anchorage, Alaska 99503
(907) 561-2040

Senator Virginia Collins

CSSB 242 (HES)
Small Employer Health Insurance Reform

CSSB 242 (HES) promotes the availability of health insurance
coverage for small employers and reforms the small employer health
insurance market. W ithout requiring additional state expenditures,
it provides:

* Guaranteed availability - A Il small employer groups would
be able to obtain private health insurance regardless of
the health risk they represent (see Sec. 21.55.140¢(a)).

* Coverage of whole groups - Coverage must be available to
entire groups. N either an employer nor an insurer could
exclude individuals having high medical risks from the
group's coverage (see Sec. 21.55.150(6)).

* Renewability of coverage - Individuals in employer groups
and employer groups themselves would be assured at the time
of renewal that their coverage would not be canceled
because of deteriorating health (see Sec. 21.55.130).

* Continuity of coverage - Once a person is covered and has
satisfied a plan's preexisting condition requirements, he
or she would not have to meet those requirements again when
changing jobs or when the employer changes carriers (see
Sec. 21.55.150(2)).

* Premium pricing Ilim its - The b ill Iim its how much insurance
companies could vary their rates for groups sim ilar in
geography, demography, and plan design. It also lim its
increases in rates (see Sec. 21.55.120).

Based on model legislation drafted by the National Associa-
tion of Insurance Commissioners, CSSB 242 (HES) would improve the
overall fairness and e fficiency of the small employer health
insurance market. It enjoys support from the National Federation
of Independent Business, the Alaska State Chamber of Commerce, thp
Alaska State Hospital and Nursing Home Association, and other

organizations.

PRINTED ONRECYCLED PAPER



UNINSURED ALASKA POPULATION

Tolal Uninsured Population

(F.xrhulin™ Native Population | 16,627

Uninsured earning loss than 300% of poverty level 61.47% (47,106;
Uninsured earning more ihiin 100%. of poverty level- 38.>3% <29,.521)
uninsured Dhildren Under Age IV 15,694 (20.48 %)

i.'OO% <eofF alnal Pavert\ U u lumi lu'Unvi

lest than 1(X)% of poverty level. 4,284 ehiltlren
100 - 200% of poverty level 4,888 children
200 - 7(KI1% of poverty level 6,522 children
Uninsured -Small Business Family 16,025 (20.91% 1|

Me :
v Hﬁ?ﬁ\/\lﬂ%m}dqes
Include fidl-timc/full-ycur workers

Doc>>not include full time/pan-veur worker,

M 4 AR A0 (5.22%

Above figures represent potential size of curellcc participant group for coverage provided under
(he terms of SO 74, so 242 .tnil ,SR 290. Auim |l enrollment will dejtcttd r,n sjiecific Ixeiverftl
levels oilcied, participant premium/contribution levels, und participant eosi-shunnz pri.vrtiunv.

1992 I’overfy (iiiidclines fur Alaska
rize offamily I-ntt P, >i«rry (ittiddliilc (1IHI'H I

% V85U0

M I.4SH
3 VI 4 dit (il
4 V17 44N
t

and uUivc etn ,i V7.980 per member

Data Souiccs Health System;. Re;,earth In. (Veruary < 1992 report; Aetna cttimaie.



UNINSURED ALASKAN POPULATION

0] Children

iH Small Business

D Medically Uninsurabie
8§ Remaining Uninsured

5.22%



Availability

Group Size

Case
Characteristics

Rating
Restrictions

Transitional
Period

Renewal

Rating

Renewability

W hole Groups

Continuity
of Coverage

SMALL EHPIO®"iGR MARKET REFORMS

NAIC

Guaranteed issue

1-25

Geography, age, stx,
size of employer,

and other objective
criteria but does not
include claim exper-
ience, health status
or duration of
coverage

W ithin a class of
business, the rates
for sim ilar groups
may not vary from
the index rate by
more than 25%. The
index rate for any
insurer's class of
business may not
exceed another class
of business by more
than 20%.

3 years

Trend plus 15% plus
changes in case
characteristics

renewable
cause"

Guaranteed
except "for
Must take whole group
Plans must credit
the time a person
was covered under a
previous employer-
based plan if the
coverage was
continuous

CSSB 242 {HES)
Guaranteed issue
3-25

Geography, age, sex,

size of employer,
and other objective

criteria but does not

include claim
ience, health
or duration of
coverage

exper-
status

An insurer's

applicable
by more

vary from
index rate
than 35%.

3 years

Trend plus 15% plus
changes in case
characteristics

Guaranteed renewable
except "for cause"
Must take whole group
Plans must cred.it
the time a person
was covered under a
previous employer-
based plan iif the

coverage was
continuous

rates for
sim ilar groups may not



Reinsurance

Reinsurance
Price

Co3t Sharing

Assessments

Minimum
Participation
Reguirements

Class of
Business Rating

Industry Rating

Reinsurance
Board

NAIC

Prospective with opt
out. Insurers elect
whether to partici-
pate in the reinsur-
ance mechanism.

150% for whole groups
500% for individuals

First $5000 of claim s
and 10% of next
$50,000 in claim s

5% of the premium of
small employer market

Consideration of
dual participation
required

Included

Maximum 15% above

lowest rate factor
associated with any
industry classifi-
cations.

Eight members, with
Insurance Director
as ex-officio member.
Director appoints.
Members to include
representatives of
small employers and
insurers, with at
least 5 representa-
tives of reinsuring
carriers.

Page 2 -

C38B 242 (HE8)
Mandatory prospective.
Insurers must
participate in the
reinsurance mechanism.

150% for whole groups
500% for individuals

First $5000 of claim s

5% of the premium of
small employer market

Not included

Not included

A rate factor may

not vary by more than
15% from arithm etic
average of highest and
lowest rate factors
associated with a Il
industry classifica -
tions.

Nine members, selected
by participating
members, approved by

Director. At least

tw o-thirds of members
shall be small employer
insurers. At least one
member shall be insurer

principally in sm all
employer market,* one
principally in large
employer market; one to
represent HSO, HSC, or
MSO; one to represent
HMO; one to represent
other benefit arrange-
ment.



NAIC C88B 242 (HES8)

Health Benefit Appointed either by Appointed by Director.

Plan Com m ittee Governor or Director. Same representatives
Includes representa- as NAIC model, but also
tives of insurers, includes representative
small employers and of agents and brokers.

employees, and health
care providers.

Coet S hifting No reference S hifting program costs
to other insureds, or
to state not allowed.

Reporting No reference Annual report to
Director, Legislature
required first 5 years;
thereafter every 2

years
Insurers W ith Not Included Guarantees issue only
Restricted to those permitted by
Charters, i.e. charter.

Fraternal
Benefits
Organizations

Page Z -



CSSB 242

Small Employer

Availability

Group size

Case
Characteristics

Rating
R estrictions

Transitional
Period

Highlights

Insurance Reform

CSSB 242 (HES)
Guaranteed issue

Sec. 21.55.140(a)

Sec. 21.55.250(25)

Geography, age, sex,
and other objective

criteria but does not
include claim exper-
ience, health status,
or duration of cover-
age

Sec. 21.55.250(9)

An insurer's rates
for sim ilar groups
may not vary from
applicable index rate
by more than 35%

Sec. 21.55.120(a) (1)

3 years

Sac. 7. PREMIUM RATE
RESTRICTION (page 23,
lines 1-15) ;

Sec. 21.55.120¢(a)(2)



