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

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

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

i n s u r a n c e  f o r  9 5  m i l l i o n  A m e r i c a n s .

H I A A  h a s  l o n g - s u p p o r t e d  s t a t e  u n i n s u r a b l e  r i s k - p o o l s .  T h e s e  

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

o f  " F i n a n c i n g  H e a l t h  C a r e  f o r  A l l  A m e r i c a n s . "  U n i n s u r a b l e  r i s k  

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

w i s e  c o n s i d e r e d  m e d i c a l l y  u n i n s u r a b l e .  H o w e v e r ,  w e  h a v e  s e r i o u s  

c o n c e r n s  w i t h  a  n u m b e r  o f  t h e  p r o v i s i o n s  c o n t a i n e d  i n  S B - 7 4 ,  

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

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

c o m m i t t e e ' s  c o n s i d e r a t i o n  a n d  a d o p t i o n  o f  p r o p o s e d  a m e n d m e n t s  

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

D u r i n g  t h e  1 9 9 0  A l a s k a  l e g i s l a t i v e  s e s s i o n ,  t h e n - S e n a t o r  

C o g h i l l  s p o n s o r e d  S B - 3 0 4  a n d  t h e  S e n a t e  L a b o r  a n d  C o m m e r c e  

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

b i l l  —  C S S S S B - 3 0 4 .  T h e  c o m m i t t e e  s u b s t i t u t e  w a s  a  r e s u l t  o f  a n  

a g r e e m e n t  e m a n a t i n g  f r o m  n e g o t i a t i o n s  b e t w e e n  a l l  i n t e r e s t e d  

p a r t i e s .  H o w e v e r ,  t h e  a m e n d m e n t s  w e r e  p r o v i d e d  t o o  l a t e  f o r  t h e  

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

y e a r .  W e  e n c o u r a g e  t h e  c o m m i t t e e  t o  a m e n d  S B - 7 4  t o  d u p l i c a t e  t h e  

p r e v i o u s l y  a g r e e d - u p o n  v e r s i o n  o f  C S S S S B - 3 0 4 .

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

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

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

t o  a d d r e s s  t h i s  n e e d .  H i s t o r i c a l  d a t a  o f  t h e  l o s s  r a t i o s  o f  t h e  

" m a t u r e "  ( l o n g e s t  o p e r a t i n g )  r i s k  p o o l s  a r e :
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F l o r i d a  -  E x c e e d e d  2 0 0  p e r c e n t  i n  1 9 9 0

I n d i a n a  -  C l o s e  t o  2 0 0  p e r c e n t  i n  t h e  l a s t  s e v e r a l  y e a r s  

M i n n e s o t a  -  E x c e e d e d  2 0 0  p e r c e n t  o v e r  t h e  l a s t  t h r <  e  y e a r s  

N o r t h  D a k o t a  -  O v e r  2 0 0  p e r c e n t  i n  1 9 8 6 - 8 7  a n d  e x c e e d e d  1 7 5  

p e r c e n t  i n  1 9 8 9  

W i s c o n s i n  -  W a s  t h e  b e s t  c o n t r o l l e d ,  b u t  i t s  l o s s  r a t i o  i s

n o w  m o v i n g  o v e r  1 5 0  p e r c e n t

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

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

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

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

c o v e r  t h e ' e  l o s s e s .  H o w e v e r ,  i f  t h e  c o m m i t t e e  k e e p s  t h e  c u r r e n t  

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

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

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

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

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

l a n g u a g e  a s  A S  2 1 . 0 9 . 2 1 0  ( j ) :

A  m e m b e r  o f  t h e  C o m p r e h e n s i v e  D i s a b i l i t y  I n s u r a n c e  

A s s o c i a t i o n  c r e a t e d  i n  A S 2 1 . 5 5 . 0 1 0  m a y  c r e d i t  a g a i n s t  a  

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

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

t h e  m e m b e r  u n d e r  A S 2 1 . 5 5 . 2 2 0 ( d ) . A n y  p o r t i o n  o f  t h e  c r e d i t  

a l l o w e d  i n  t h i s  s u b s e c t i o n  t h a t  c a n n o t  b e  t a k e n  i n  a  t a x  

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

Connecticut -  1,00 percent
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c a r r i e d  f o r w a r d  a n d  c r e d i t e d  i n  s u c c e s s i v e  y e a r s  u n t i l  t h e  

c r e d i t  i s  e x h a u s t e d .

A  n e w  s u b p a r a g r a p h  s h o u l d  b e  a d d e d  t o  S e c t i o n  2 1 . 5 5 . 0 6 0  o n  

p a g e  3 .  T h e  p r e s e n t  p a r a g r a p h  s h o u l d  b e  d e s i g n a t e d  a s  s u b  

p a r a g r a p h  ( a ) . A  n e w  s u b p a r a g r a p h  (b) s h o u l d  b e  a d d e d  t o  r e a d :

A  m e m b e r  o f  t h e  A s s o c i a t i o n  i s  e n t i t l e d  t o  r e c e i v e  a  c r e d i t  

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

p r e m i u m s  a s  p r o v i d e d  i n  A S 2 1 . 0 9 . 2 1 0 ( j ) .

T h e  1 9 9 0  C S S S S B - 3 0 4  l e g i s l a t i o n  a l l o w e d  f o r  s u c h  a  c r e d i t  b y  

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

M o s t  s t a t e s  w i t h  u n i n s u r a b l e  r i s k  p o o l s  e i t h e r  h a v e  t h e  

l o s s e s  c o v e r e d  b y  a  b r o a d - b a s e d  f u n d i n g  m e c h a n i s m ,  i . e . ,  g e n e r a l  

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

m e n t i o n e d  a b o v e .  E x a m p l e s  o f  d e d i c a t e d  t a x e s  i m p o s e d  b y  o t h e r  

s t a t e  u n i n s u r a b l e  r i s k  p o o l s  i n c l u d e :  C a l i f o r n i a  —  f u n d i n g  f r o m

c i g a r e t t e  a n d  t o b a c c o  p r o d u c t s  s u r t a x  f u n d ;  C o l o r a d o  —  f u n d i n g  

b y  i m p o s i n g  a  $ 2 . 0 0 - 4 . 0 0  c h a r g e  o n  s t a t e  t a x p a y e r s  w h o s e  f e d e r a l  

i n c o m e  t a x  r e t u r n  i n d i c a t e s  a n  a d j u s t e d  g r o s s  i n c o m e  i n  e x c e s s  o f  

$ 1 5 , 0 0 0 ;  L o u i s i a n a  —  f u n d e d  b y  a  $ 2 . 0 0  s e r v i c e  c h a r g e  o n  e a c h  

a d m i t t e d  h o s p i t a l  d a y  a n d  $ 1 . 0 0  c h a r g e  f o r  a d m i t t a n c e  t o  a n  

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

a s  a  m e d i c a l  e x p e n s e ;  M a i n e  —  a s s e s s m e n t  o n  a l l  r e v e n u e s  o f  

h o s p i t a l s  i n  t h e  s t a t e .

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

i n g  t h e  i n c r e a s e d  r i s k  t h a t  w i l l  b e  b o r n e  d u e  t o  t h e i r
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p r e e x i s t i n g  m e d i c a l  c o n d i t i o n .  S B - 7 4 ,  a s  p r o p o s e d ,  p e r m i t s  a  

m a x i m u m  p r e m i u m  o f  1 2 5  p e r c e n t  o f  t h e  a v e r a g e  o f  f i v e  A s s o c i a t i o n  

m e m b e r s '  s t a n d a r d  p r e m i u m s  f o r  s i m i l a r - t y p e  b e n e f i t s .  C S S S S B - 3 0 4  

( 1 9 9 0 )  i n c l u d e d  a  1 5 0  p e r c e n t  p r e m i u m  b a s e d  o n  t h e  a v e r a g e  o f  a n  

e s t i m a t e  o f  f i v e  A s s o c i a t i o n  m e m b e r s '  s t a n d a r d  p r e m i u m  f o r  l i k e -  

t y p e  b e n e f i t s .  I t  i s  o u r  u n d e r s t a n d i n g  t h a t  S e n a t o r  C o g h i l l  a n d  

t h e  g r o u p  o f  i n t e r e s t e d  p a r t i e s  h a d  f u r t h e r  a g r e e d  t h a t  t h e  

p r e m i u m  w o u l d  b e  r a i s e d  t o  1 7 5 - 2 0 0  p e r c e n t  o f  s t a n d a r d  r i s k .

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

1 2 5  p e r c e n t .  T h e r e f o r e ,  w e  s t r o n g l y  e n c o u r a g e  t h e  c o m m i t t e e  t o  

i n c r e a s e  t h e  p r e m i u m s  t o  2 0 0  p e r c e n t  o f  t h e  a v e r a g e  o f  f i v e  

A s s o c i a t i o n  m e m b e r s '  p l a n s .  E v e n  w i t h  a  2 0 0  p e r c e n t  p r e m i u m ,  t h e  

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

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

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

i n s u r a n c e  p o l i c y  p r e m i u m  t o  t h e  p u r c h a s e r .  C S S S S B - 3 0 4  c a l l e d  f o r  

t w o  a l t e r n a t i v e  d e d u c t i b l e s :  $ 1 , 0 0 0  a n d  $ 5 , 0 0 0 .  S B - 7 4  h a s

s u b s t a n t i a l l y  r e d u c e d  d e d u c t i b l e s  —  $ 2 0 0 ,  $ 5 0 0  a n d  $ 1 , 0 0 0 .

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

p o l i c i e s  i s  c o n s i d e r a b l y  h i g h e r  t h a n  $ 2 0 0 .  I n  a d d i t i o n ,  m a n y  

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

t h a n  t h o s e  p r o p o s e d  i n  S B - 7 4 .  W e  r e q u e s t  t h e  c o m m i t t e e  c o n s i d e r  

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

t h o s e  p r o p o s e d  i n  l a s t  y e a r ' s  C S S S S B - 3 0 4 .

U n l i k e  C S S S S B - 3 0 4 ,  S B - 7 4  i n c l u d e s  M e d i c a r e - e l i g i b l e  p e r s o n s  

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

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

t h o s e  w i t h o u t  a n y  i n s u r a n c e .  P e o p l e  c o v e r e d  u n d e r  M e d i c a r e  h a v e  

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

i n s u r a n c e .  M e d i c a r e  s u p p l e m e n t  p o l i c i e s  a r e  a v a i l a b l e  i n  A l a s k a .  

C o n g r e s s  i n c l u d e d  i n  t h e  O m n i b u s  B u d g e t  R e c o n c i l i a t i o n  A c t  o f  

1 9 9 0  —  P . L . 1 0 1 - 5 0 8  —  t h a t  M e d i c a r e  s u p p l e m e n t a r y  p o l i c i e s  m e e t  

s p e c i f i c  N a t i o n a l  A s s o c i a t i o n  o f  I n s u r a n c e  C o m m i s s i o n e r s  ( N A I C )  

s t a n d a r d s .  T h e  N A I C  i s  a c t i v e l y  w o r k i n g  o n  t h e  d e v e l o p m e n t  o f  

t h e  t e n  v a r i a t i o n s  w h i c h  w i l l  b e  b e f o r e  t h e  N A I C  f o r  a d o p t i o n  

l a t e r  t h i s  y e a r .  T h e r e f o r e ,  w e  d o  n o t  s e e  t h e  n e e d  f o r  i n c l u s i o n  

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

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

2 1 . 5 5 . 1 0 0 ( b )  o n  p a g e  3.  C S S S S B - 3 0 4  d i d  n o t  i n c l u d e  M e d i c a r e  

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

S B - 7 4  r e q u i r e s  a  l i f e t i m e  m a x i m u m  o f  $ 1  m i l l i o n  p e r  

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

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

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

t o  $ 5 0 0 , 0 0 0  s i m i l a r  t o  t h e  a m o u n t  c o n t a i n e d  w i t h i n  C S S S S B - 3 0 4 .

C S S S S B - 3 0 4  a l l o w e d  f o r  a  p r e e x i s t i n g  e x c l u s i o n  o f  1 2  m o n t h s .  

H o w e v e r ,  S B - 7 4  a l l o w s  o n l y  3 m o n t h s  f o r  s u c h  a n  e x c l u s i o n .  I t  i s  

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

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

p r e e x i s t i n g  c o n d i t i o n s .  T h e r e f o r e ,  a  t h r e e - m o n t h  p r e e x i s t i n g  

e x c l u s i o n  i s  a n  i n a d e q u a t e  a m o u n t  o f  tim-' a n d  w i l l  l e a d  t o  

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

w i l l  b e  i n a d e q u a t e  t o  c o v e r  a l l  c l a i m s  i n c u r r e d .  T h e r e f o r e ,  w e
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s t r o n g l y  e n c o u r a g e  t h e  c o m m i t t e e  t o  a m e n d  t h e  3 - m o n t h  p r e e x i s t i n g  

t i m e  l i m i t  t o  1 2  m o n t h s .

S e c t i o n  2 1 . 5 5 . 2 2 0  a l l o w s  a n  e m p l o y e r  w h o  h a s  o n e  o r  m o r e  

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

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

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

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

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

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

c o s t  o f  a n  e m p l o y e r ’ s  o v e r a l l  p r e m i u m  f o r  t h e i r  e m p l o y e e s  —  b y  

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

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

i n d i v i d u a l s .  H I A A  r e c o g n i z e s  t h a t  s o m e  s m a l l  e m p l o y e r s  h a v e  b e e n  

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

p r o v e n  t o  b e  u n i n s u r a b l e .  H o w e v e r ,  S B - 2 4 2  w i l l  p r e c l u d e  t h a t  

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

T h e r e f o r e ,  p r o v i s i o n s  i n  S B - 2 4 2  n e g a t e  t h e  n e e d  t o  f i n d  h i g h - r i s k  

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

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

e m p l o y e e s  i n t o  a  s t a t e  u n i n s u r a b l e  r i s k  p o o l .

S e c t i o n  2 1 . 5 5 . 3 0 0  i n  S B - 7 4  d o e s  n o t  i n c l u d e  a  l i s t i n g  o f  

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

2 1 . 5 5 . 3 0 0 ( b )  i n  C S S S S B - 3 0 4 .  I t  i s  i m p e r a t i v e  t o  l i s t  t h o s e  

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

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

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

t h e  p r e v i o u s  1 2  m o n t h s ;  o r  t h a t  a  p e r s o n  o n  w h o s e  b e h a l f  t h e  p o o l



-  7 -

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

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

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

T h e  p u r p o s e  o f  i n s u r a n c e  i s  t o  p r o v i d e  c o v e r a g e  f o r  so..,e 

u n e x p e c t e d ,  f u t u r e  e v e n t .  A l l o w i n g  a p p l i c a n t s  t o  p a y  r e t r o ­

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

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

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

b a s i s .  T h e r e f o r e ,  w e  s t r o n g l y  e n c o u r a g e  S e c t i o n  2 1 . 5 5 . 3 3 0 ( b )  t o  

b e  d e l e t e d .  H I A A  i s  v e r y  w i l l i n g  t o  w o r k  w i t h  t h e  c o m m i t t e e  i n  

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

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

r e s i d e n t s .  P a r t i c i p a t i o n  b y  h e a l t h  i n s u r e r s  i s  r e q u i r e d  i n  t h e  

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

A l a s k a .  I n s u r a n c e  c o m p a n i e s  w a n t  t o  s u p p o r t  a n d  p a r t i c i p a t e  i n  

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

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

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

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

W e  t h a n k  t h e  c o m m i t t e e  f o r  i t s  c o n s i d e r a t i o n  o f  

i n c o r p o r a t i n g  t h e  p r o v i s i o n s  o f  C S S S S B - 3 0 4  i n t o  S B - 7 4 .



THOMAS A. TURNER, CLU
I N S U R A N C E  A N D  E M P L O Y E E  BEN EF IT S

Senato r J. K e r t tu la  
P .O . B ox  V  
Juneau , A K  99811

M arch 10, 1992

Re : SB  74 a oy
D e a r S en a to r K e rttu la :

As the cha irm an  o f  the S ou th e rn  A la sk a  L ife  U nde rw rite rs  A ssoc ia tion  Leg is la tive  C om m ittee , I 
am w riting to advise you  o f  o u r strong  support fo r  you r b ill num be r 74. In  review ing a ll o f  
the hea lth  insurance re la ted  subm itted this session, you rs o ffe rs  the po ten tia l to bene fit the 
greatest num ber o f  .A laskans. U n fo rtu n a te ly , m ost o f  these A laskans do no t have a w e ll funded 
lobbying e ffo r t . S e lf  em p loyed  ind iv idua ls , sm a ll business owners and em p loyees and the ir 
fam ilies m ake up this g roup . T h e  one thing that they a ll have in com m on is one o r  m o re  m edical 
p rob lem s which deny them  access to com p rehensib le  m ed ica l coverage. These  p eop le  fa l l through 
the cracks because they e ith e r m ake too  much m oney o r  have too  la rge a net w orth  to qua lify  fo r  
M edicaid .

W e a lso  suppo rt y ou r leg is la tion  because it p rov ides fo r  a fisca lly  responsib le  m echan ism  to 
guaran tee these A la skan s coverage. It  is no t a soc ia lized  a ll in trusive p lan , as som e have 
p roposed , but a so lid  firs t step in m eeting the needs o f  m ost A laskans who desire adequate  
m ed ica l care .

M em bers o f  o u r o rg an iza tion  w ill con tinue to be in  contact w ith you th roughou t the session , and 
hope that we can assist you  in getting this leg is la tion  passed.

S incere ly ,

T hom as A . T u rn e r, C L U  
C ha irm an , Leg is la tive  C om m ittee  
S ou th e rn  A la sk a  L i fe  U nd e rw rite rs  
T T / jm

cc: S en a to r V irg in ia  C o llin s

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



#

Ernoat B. Helocho, MD 
Fellow of the American Board of Emergency Phynicians 

Emergency Department Medical Director 
Ketohikan General Hospital 

3100 Tongaaa Avenue

x a t c h i k a n ,  A l a s k a *  9 9 9 0 1

March 27, 1902
S e n a t o r  J a y  K n r t t u l a  

P O  B o x  V

J u n e a u ,  A l a s k a ,  9 9 G 1 1  

D e a r  S e n a t o r  K e r t t u l a ,

I s t r o n g l y  s u p p o r t  S e n a t e  B i l l  7-;, t h e  b i l l  w h i c h  p r o v i d e s  

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

u n i n s u r a b l e .  I a m  a p r a c t i c i n g  e m e r g e n c y  p h y s i c i a n  i n  K e t c h i k a n ,  

A l a s k a ,  a s  w e l l  a s  t h e  m e d i c a l  d i r e c t o r  f o r  K e t c h i k a n  G e n e r a l  

H o s p i t a l  E m e r g e n c y  D e p a r t m e n t . .  I n  m y  p r a c t i c e  1 h a v e  w i t n e s s e d  

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

d e n i e d  h e a l t h  i n s u r a n c e .

M a n y  p e o p l e  i n  t h i s  c a t a q o r y  a r e  r e s p o n s i b l e ,  w o r k i n g  

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

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

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

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

c o n d i t i o n s  w i t h i n  t h e  s t a t e  o f  A l a s k a  h a s  f o r c e d  p a t i e n t s  o f  m i n e  

t o  l e a v e  A l a s k a .  O t h e r s  h a v e  b e e n  d r i v e n  i n t o  b a n k r u p t c y  a n d  a r e  

l i v i n g  w ~ l l  b e l o w  t h e  p o v e r t y  l i n e  s i m p l y  t r y i n g  t o  k e e p  u p  w i t h  

t h e  c o s t s  o f  t h e i r  i l l n e s s e s .

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

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

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

u n f o r t u n a t e  c i r c u m s t a n c e s .  S e n a t e  B i l l  7 4  c r e a t e s  a m e c h a n i s m  

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

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

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

I t  i s  n o t  a c c e p t a b l e  t o  d e n y  h e a l t h  c a r e  p r o t e c t i o n  t o  t h o s e  

w h o  n e e d  i t  m o s t .  S e n a t e  B i l l  7 4  i s  a n  e x c e l l e n t  s t e p  t o w a r d  a 

r e s p o n s i b l e  A l a s k a n  h e a l t h  c a r e  p o l i c y .  I t  i s  i m p o r t a n t  f o r  

S e n a t e  B i l l  7 4  t o  p a s s  a s  s o o n  a s  p o s s i b l e ,  s i n c e  m o r e  A l a s k a n s  

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

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

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

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

S i n c e r e l y ,

Ernest B. Meloche, MD,

1
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Consulting
Services,
Inc.

S e p t e m b e r  2 8 , 1990 C. Keith PowtU. A3 A, M A A A
ryyiimhlw| AdUUy

Office of the Director 
Department of Insurance 
Juneau, Alaska 99011

Dear Sir:

I was recently asked to make a presentation to an actuarial 
meeting on the subject of state pools far people who are 
uninsurable for health coverages. The Larger topic of the 
meeting was national health insurance, \nd I was asked 
specifically to examine the possibility that these state 
pools (now existing or in the process c£ implementation in 23 
states) may be a backdoor approach to .•ational health 
insurance.

The survey that I did in preparation for this presentation 
developed some interesting information on the financial 
results under those pools, different approaches to funding 
used by the various states, eligibility requirements, etc.

As the consulting actuary who reviews tie pool rates for the 
Indiana DOI, I have often wished that I had such information 
available; so I thought you or a member of your staff might 
be interested in the financial results of these pools.

I am enclosing a summary of these finaroial results, as well 
as a copy of my presentation. If you :r a member of your 
staff would like to discuss this material, feel free to 
contact me. I can usually be reached i u 502-245-1459 on 
Monday through Thursday, or by mail at the address below.

Sincerely yours,

C. Keith Powell, ASA, MAAA 
Consulting Actuary

^ c.

9 2 4 5  N on h  M erid ian  S trew . Suite 2 0 6 . Ind ianapo lis , Ind iana 4 6 2 6 0  317«575*33S4



STATE POOLS FOR THE UNINSURABLE.
1

A s  o f  1 9 8 9  t h i r t e e n  s t a t e s  h a d  i n  p l a c e  r e l a t i v e l y  n a t u r e  
( o p e r a t i o n a l  f o r  t w o  y e a r s  o r  m o r e )  s t a t e  p o o l a  o f f e r i n g  h e a l t h  
i n s u r a n c e  c o v e r a g e  f o r  r e s i d e n t s  w h o  c a n  n o t  o t h e r w i s e  g e t  h e a l t h  
i n s u r a n c e .  C o u n t i n g  t h e  s t a t e s  w i t h  n e w e r  p r o g r a m s ,  s o m e  
a u t h o r i z e d  b u t  s t i l l  i n  t h e  p r o c e s s  o f  b e c o m i n g  a c t i v e ,  t h e  t o t a l  
i s  n o w  2 3  s t a t e s  w h o s e  p o p u l a t i o n s  r e p r e s e n t  o v e r  5 0 %  o f  t h e  p e o p l e  
i n  t h i s  c o u n t r y  , T h i s  i s  a b o u t  f o u r  t i m e s  t h e  n u m b e r  o f  s u c h  p o o l s  
i n  f o r c e  f i v e  y e a r s  a g o  «  a  v e r y  r a p i d  a n d  s u r p r i s i n g l y  l i t t l e  
p u b l i c i z e d  d e v e l o p m e n t .  T h e  o n g o i n g ,  a n d  w o r s e n i n g ,  p r o b l e m  o f  t h e  
l a c k  o f  a v a i l a b i l i t y  o f  p r i v a t e  a e o t o r  c o v t r a g a  f o r  l a r g e  s e g m e n t s  
o f  t h e  p o p u l a t i o n  s e e m s  t o  b e  a  m a j o r  f o r c e  d r i v i n g  t h i s  g r o w t h  o f  
s t a t e  s p o n s o r e d  p o o l s .

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

( i )  W i t h  t h e  g r o w t h  o f  t h e s e  p o o l s ,  w e  m i g h t  b e  s e e i n g  a  f o r m  o f  
n a t i o n a l  h e a l t h  i n s u r a n c e  g r o w i n g  r i g h t  b e f o r e  o u r  e y e s .

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

N o w ,  t o  t h e  r e s u l t s  o f  t h e  s u r v e y .

( 1 )  E l i g i b i l i t y  R e q u i r e m e n t s .

I t  i s  d i f f i c u l t  t o  g e n e r a l i z e  a b o u t  e l i g i b i l i t y  r e q u i r e m e n t s ,  b u t  
t h e  m o s t  c o m m o n  o n e  i s  a n  i n d i v i d u a l ' s  s t a t u s  a s  u n i n s u r a b l e  f o r  
r e a s o n s  o f  h e a l t h .  T h e r e  a r e  o t h e r  r e q u i r e m e n t s  i n  s e v e r a l  s t a t e s ,  
a n d  t h e  t y p e  o f  p r o o f  o f  e l i g i b i l i t y  b a s e d  o n  t h e  s t a t u s  o f  
u n i n s u r a b l e  f o r  r e a s o n s  o f  h e a l t h  v a r i e s  c o n s i d e r a b l y  b y  s t a t e .

( 2 )  F i n a n c i a l  R e s u l t s .

I f  y o u  l o o k  a t  1 9 6 9  r e s u l t s  f o r  t h s  t h i r t e e n  r e l a t i v e l y  m a t u r e  
p l a n s ,  t h e r e  w a s  $ 6 6  m i l l i o n  o f  c o l l e c t e d  p r e m i u m s  a n d  $ 1 1 2  m i l l i o n  
o f  p a i d  c l a i m s ,  f o r  a  p a i d  l o s s  r a t i o  o f  1 6 5 % .  T h e  a d m i n i s t r a t i v e  
c o s t  o f  $ 9  m i l l i o n  w a s  a b o u t  8%  o f  c l a i m s .  I f  y o u  t a k e  o u t  t w o  
l a r g e  s t a t e s  ( C o n n e c t i c u t  a n d  M i n n e s o t a )  t h a t  a r e  a t y p i c a l  i n  
c e r t a i n  i m p o r t a n t  r e s p e c t s ,  t h e  " l o s s  r a t i o "  d r o p s  f r o m  t h e  1 6 5 %  
a b o v e  t o  a b o u t  1 3 9 % .  O f  t h e  r e m a i n i n g  e l e v e n  s t a t e s ,  s e v e n  s h o w  
l o s s  r a t i o s  i n  t h e  1 2 5 %  t o  1 5 0 %  r a n g e .

I  t h i n k  t h a t  t h i s  l o s s  r a t i o  r a n g s  o f  1 2 5 %  t o  1 5 0 %  i s  a b o u t  w h e r e
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i t  s h o u l d  b o .  T h i s  i o  m y  c o n c l u s i o n  b a s e d  o n  l o o k i n g  a t  
c o m m u t a t i o n  f u n c t i o n s  f o r  h a a l t h  i n s u r a n c e  c l a i m s  a n d  m a k i n g  s o m e  
g u e s s e s  a b o u t  a n t i s e l e c t i o n  i n  t h e  b i g g e r  c l a i m s .  I t  i s  a l s o  b o r n e  
o u t  a s  o r d e r  o f  m a g n i t u d e  r e a s o n a b l e  b y  c o n v e r s i o n  e x p e r i e n c e , 
e x p e r i e n c e  o n  s o m e  B l u e  C r o s s  p l a n s  t h a t  a r e  n o t  u n d e r w r i t t e n ,  a n d  
s o m e  s o c i a l  i n s u r a n c e  e x p e r i e n c e .

W h e n  y o u  l o o k  a t  d e t a i l s ,  r e s u l t s  a r e ,  a s  y o u  w o u l d  e x p e c t ,  e l l  
o v e r  t h e  p l a c e  f o r  r e a s o n s  s u c h  a s  r a t e  o f  g r o w t h ,  p o s i t i o n  i n  t h e  
r a t i n g  c y c l e ,  e t c .  W i t h i n  t h e  e l e v e n  m o r e  n o r m a l  p l a n s ,  t h e  p a i d  
l o s s  r a t i o s  f o r  1 9 6 9  r a n g e  f r o m  a  l o w  o f  7 2 1  t o  a  h i g h  o f  1 7 2 % .

T h e  l o w  l o s s  r a t i o  o f  7 2 1  w a s  f r o m  W a s h i n g t o n ,  a  v e r y  f a s t  g r o w i n g  
p l a n  t h a t  h a d  $ 1 2 2 , 0 0 0  o f  c o l l e c t e d  p r e m i u m  i n  1 9 8 8  a n d  $ 2 , 0 6 5 , 0 0 0  
i n  1 9 8 9 .  U n d e r  t h e s e  c o n d i t i o n s  a  p a i d  c l a i m s  /  c o l l e c t e d  p r e m i u m  
l o s s  r a t i o  u n d e r s t a t e s  i n c u r r e d  c l a i m  /  e a r n e d  p r e m i u m  e x p e r i e n c e  
d u e  t o  t h e  c l a i m s  r e p o r t i n g  a n d  p r o c e s s i n g  l a g  a n d  t o  t h e  f a i l u r e  
o f  c o l l e c t e d  p r e m i u m s  t o  r e f l e c t  t h e  f a c t  t h s t  s o m e  o f  t h e  
c o l l e c t e d  p r e m i u m s  a r e  n o t  f u l l y  e a r n e d .  T h e  W a s h i n g t o n  p l a n  a l s o  
h a s  a  s i x  m o n t h  /  s i x  m o n t h  p r e e x i s t i n g  c o n d i t i o n  e x c l u s i o n .  I n  
t h e  p r e s e n c e  o f  s u c h  f a s t  g r o w t h ,  a  g r e a t  d e a l  o f  t h e  e x p e r i e n c e  
w i l l  s t i l l  b e  d r i v e n  b y  t h e  p r e - e x  p e r i o d  a n d  a s  s u c h  t h e  l o s s  
r a t i o s  w i l l  b e  c o n s i d e r a b l y  l o v e r  t h a n  u l t i m a t e  e x p e r i e n c e  s h o u l d  
s h o w .

T h e  I o w a  p l a n ,  w i t h  i t s  l o s e  r a t i o  o f  1 1 2 % ,  i s  a n o t h e r  v e r y  f a s t  
g r o w t h  c a s e .

T h e  h i g h  l o s s  r a t i o  o f  1 7 2 %  f o r  1 9 8 9  c o m e s  f r o m  r i g h t  h e r e  i n  
I n d i a n a .  T h i s  r e s u l t e d  f r o m  s o m e  v e r y  s p e c i a l  c i r c u m s t a n c e s .  T h e  
I n d i a n a  p l a n  t r i e d  t o  g e t  a p p r o v a l  f o r  a n  i n c r e d i b l y  l a r g e  r a t e  
i n c r e a s e  t o  b e  e f f e c t i v e  7 / 1 / 6 9 .  T h e  D O X  c h a l l e n g e d  t h e  r a t e  
i n c r e a s e  a l l  o v e r  t h e  p l a c e ,  a n d  i t  w a s  f i n a l l y  a p p r o v e d  u n d e r  t h e  
I n d i a n a  d e e m e r  p r o v i s i o n  e f f e c t i v e  1 2 / 1 / 8 9 .  T h e  e f f e o t  o f  t h i s  
d e l a y  c o n t r i b u t e d  t o  t h e  h i g h  l o s s  r a t i o  i n  I n d i a n a  f o r  1 9 8 9 .  J u s t  
a s  a  f o o t n o t e  t o  t h i s  s t o r y ,  a s  c o m e  o f  t h e  I n d i a n a  p a r t i c i p a n t s  
m i g h t  k n o w ,  t h e  i n c r e d i b l y  h i g h  s e t  o f  r a t e s  w a s  r e s c i n d e d  i n  1 9 9 0  
a n d  t h e  s t a t e  p l a n  a g r e e d  t o  s t o k e  p a r t i a l  r e f u n d s  o f  t h e  e x c e s s i v e  
p o r t i o n  o f  t h e  p r e m i u m s .

A g a i n ,  t h e  p u r p o s e  o f  t h i s  d e t a i l  i s  t o  p r e s e n t  o n  a r g u m e n t  t h a t  
m o s t  o f  t h e  p l a n s  t e n d  t o  h a v e  c a s h  l o s s  r a t i o s  i n  t h e  r a n g e  o f  
1 2 5 %  t o  1 5 0 % .  A s  y o u  m i g h t  e x p e c t ,  t h e  r e s u l t s  b y  s t a t e  a r e  a l l  
o v e r  t h e  p l a c e  d u e  t o  s u c h  f a c t o r s  a r e  r a t e  o f  g r o w t h ,  t h e  p r e ­
e x i s t i n g  c o n d i t i o n  e x c l u s i o n  p r o v i s i o n s ,  a n d  t h s  p l a n  p o s i t i o n  i n  
i t s  r a t i n g  c y c l e .

O n  a d d i t i o n a l  t h o u g h t  b r i d a i n g  d e s i g n  a n d  p r i c i n g  i s  t h a t  t h e r e  i s  
s u r p r i s i n g l y  l i t t l e  e x c l u s i v e  p r o v i d e r  d e s i g n  i n  t h o s e  p l a n s .  T h i s  
c o u l d  b e  t h e  o n e  a n g l e  t h a t  c o u l d  r e a l l y  c o n t r i b u t e  t o  b r i n g i n g
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d o w n  t h e  l o s s  r a t i o s  a o m e w h a t .  I t  s h o u l d  b s  p o s s i b l e  t o  g e t  s o m e  
e x c e l l e n t  d i s c o u n t s  f r o m  h o s p i t a l  a n d  p h y s i c i a n  p r o v i d e r s  b y  
p r o m i s i n g  t h e m  t h e s e  v e r y  h i g h  u s i n g  p o p u l a t i o n s .

(3 ) F u n d in g  M echan ism .

P r e m i u m s  a r e  m o s t  o f t e n  s e t  a t  1 2 5 %  t o  1 5 0 %  o f  t h e  s o m e  v e r s i o n  o f  
a n  a v e r a g e  p r i c e  f o r  u n d e r w r i t t e n  p r o d u c t s  i n  t h e  s t a t e .  T h i s  
p r i c e  r e a s o n  p o p s  u p  f o r  m a n y  r e a s o n s .

A t  t h e  l o w  e n d  o f  t h e  1 2 5 %  t o  1 5 0 %  r a n g e ,  i t  i s  p r o b a b l y  a  f r i e n d l y  
g e s t u r e  t o  t h e  i n s u r a n c e  i n d u s t r y  t o  t r y  t o  k e e p  t h e  p r i c e  a b o v e  
1 2 5 %  o f  t h e  a v e r a g e  h o t  s e l l i n g  u n d e r w r i t t e n  r a t e .  B y  k e e p i n g  t h e  
r a t e  2 5 %  o v e r  t h e  a v e r a g e  s e l l i n g  r a t e  f o r  u n d e r w r i t t e n  p r o d u c t s ,  
i t  i s  s a f e  t o  a s s u m e  t h a t  t h e r e  w i l l  b e  l i t t l e  o x  n o  l o s s  o f  
p r i v a t e  s e c t o r  u n d e r w r i t t e n  b u s i n e s s  t o  t h e  p o o l s .  N o t i c e  t h a t  b u t  
f o r  t h i s  p o i n t  o f  w a n t i n g  t o  p r o t e c t  t h e  p r i v a t e  s e c t o r  y o u  c o u l d  
l o g i c a l l y  j u s t i f y  h o l d i n g  t h e  p o o l  r a t e  b e l o w  1 2 5 %  o f  t h e  a v e r a g e  
s o i l i n g  r a t e  f o r  a n  u n d e r w r i t t e n  p r o d u c t .  R e c a l l  t h a t  t h e  
u n d e r w r i t t e n  r a t e s  g e n e r a l l y  t a r g e t  5 0 %  t o  7 0 %  l o s s  r a t i o s ,  s o  a  
p o o l  r a t e  b a s e d  o n  1 2 5 %  o f  t h e  a v e r a g e  u n d e r w r i t t e n  s e l l i n g  r a t e  
m e a n s  t h a t  t h e  p o o l  i s  a l l o c a t i n g  t w i c e  a s  h i g h  a  p e r c e n t  o f  
p r e m i u m  t o  b e n e f i t  c o s t s  a s  t h e  p r i v a t e  s e c t o r  p r o d u c t  d o e s .

I f  y o u  g o  m u c h  h i g h e r  t h a n  t h i s  r a n g e  o f  1 2 5 %  t o  1 5 0 %  o f  t h e  
a v e r a g e  u n d e r w r i t t e n  s e l l i n g  r a t e  a  l o o k  a t  c l a i m s  d i s t r i b u t i o n s  
a n d  a l m o s t  a n y  r e a s o n a b l e  g u e s s e s  a b o u t  a n t i s e l e c t i o n  s h o w  t h a t  t h e  
p r o d u c t  w i l l  b e  p r i c e d  w e l l  a b o v e  " r e a s o n a b l e "  f o r  a  v e r y  l a r g e  
p o r t i o n  o f  t h e  p e o p l e  n e e d i n g  t h e  p r o d u c t .  T h i s  w o u l d  d i s c o u r a g e  
p u r c h a s e  o f  p o o l  p r o d u c t s  b y  n o t  o n l y  a  l a r g e  n u m b e r  o f  t h e  p e o p l e  
w h o  n e e d  i t  b u t  a l s o  b y  t h e  v e r y  p e o p l e  w h o  d o  n o t  t e n d  t o  
c o n t r i b u t e  l a r g e  l o s s e s  t o  t h e  p o o l .

T h e  l i n k a g e  b e t w e e n  t h i s  1 2 5 %  t o  1 5 0 %  a n d  t h e  e m e r g i n g  l o s s  r a t i o s  
o f  1 2 5 %  t o  1 5 0 %  m e n t i o n e d  e a r l i e r  i s  v e r y  t e n u o u s .  T h e r e  a c t u a l l y  
m i g h t  b a  a  l i t t l *  b i t  o f  a  l i n k a g e ,  b u t  i t  i s  p r e t t y  f a r  o u t  t h e r e  
a n d  i t  i o  p r o b a b l y  b e s t  t o  t h i n k  o f  t h e m  a s  u n r e l a t e d  c o n c e p t s .

R e m a i n i n g  c o s t s  ( i n  a d d i t i o n  t o  p r e m i u m s )  o r e  u s u a l l y  p a i d  b y  
e i t h e r  ( i )  t h e  i n s u r a n c e  i n d u s t r y  i n  t h e  s t a t e  o r  ( i i )  l o c a l  h e a l t h  
c a r e  p r o v i d e r s ,  a n d  t h e r e  i s  o f t e n  s o m e  k i n d  o f  t a x  o f f s e t  t h a t  
u l t i m a t e l y  b r i n g s  i t  t o  r o o s t  o n  g e n o r a l  r e v e n u e s .

( 4 )  N a t i o n a l  H e a l t h  I n s u r a n c e  I m p l i c a t i o n s .

I n  1 9 8 9 ,  1 3  s t a t e s  ( r e p r e s e n t i n g  r o u g h l y  2 0 %  o f  t h e  U .  S .
p o p u l a t i o n )  p a i d  $ 1 1 2 , 0 0 0 , 0 0 0  i n  h e a l t h  b e n e f i t  c o s t s  t o  p r o v i d e r s ,  
$ 9 , 0 0 0 , 0 0 0  f o r  a d m i n i s t r a t i o n  m a i n l y  t o  t h e  i n s u r a n c e  i n d u s t r y ,  f o r  

a  t o t a l  c o s t  o f  $ 1 2 1 , 0 0 0 , 0 0 0 .  T h i s  w a s  o f f s e t  b y  $ 6 8 , 0 0 0 , 0 0 0  i n  
p r e m i u m s  c o l l e c t e d ,  f o r  a  n e t  c o s t  o f  $ 5 3 , 0 0 0 , 0 0 0 .  W i t h  a l l .  k i n d s
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4 .

o f  c a v e a t s ,  e x t r a p o l a t i n g  t h a t  t o  t h e  e n t i r e  U .  8 .  w o u l d  h a v e  c o s t  
l e n s  t h a n  $ 3 0 0 , 0 0 0 , 0 0 0 .  T h e s e  n u m b e r s  r e l a t e  t o  p r o g r a m s  t h a t  a r e  
a l m o s t  e x c l u s i v e l y  f r e e d o m  o f  c h o i c e  a r r a n g e m e n t s  t h a t  h a v e  m a d e  
v e r y  l i t t l e  e f f o r t  t o  g e t  t h e  s a v i n g s  f r o m  e x c l u s i v e  p r o v i d e r  
a r r a n g e m e n t s ;  a n d  p r o p e r  u s e  o f  e x c l u s i v e  p r o v i d e r  a r r a n g e m e n t s  
c o u l d  i n t r o d u c e  a n  e l e m e n t  o f  s a v i n g s .  A g a i n ,  w i t h  s t i l l  m o r e  
c a v e a t s ,  i t  h a d  n o  d i r e c t  i m p a c t  o n  t h e  f e d e r a l  d e f i c i t .

N o t e  h o w  n i c e l y  t h e s e  p o o l s  d o v e t a i l  w i t h  e x i s t i n g  p u b l i c  a n d  
p r i v a t e  h e a l t h  i n s u r a n c e  p r o g r a m s *

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

I  a m  g o i n g  t o  t r y  t o  s u m m a r i z e  t h e  v a l u e  o f  t h i s  c o n c e p t  o f  
n a t i o n a l  h e a l t h  i n s u r a n c e  t o  t h e  i n s u r a n c e  i n d u s t r y ,  a t  t h s  r i s k  
o f  g e t t i n g  u p  o n  t h e  e o a p  b o x .

O v e r  t h e  l a s t  h a l f  c e n t u r y  t h e  p r i v a t e  h e a l t h  i n r - u r a n c e  i n d u s t r y  
h a s  p r o v e d  i t s e l f  t o t a l l y  i n c a p a b l e  o f  p r o v i d i n g  s i g n i f i c a n t  
m e d i c a l  e x p e n s e  b e n e f i t s  o n  a n  i n d i v i d u a l  b & s i t  t o  p e o p l e  w i t h  
s e r i o u s  h e a l t h  p r o b l e m s ,  i n  s p i t e  o f  t h e  f a c t  t h a t  t h e s e  p e o p l e  b e g  
f o r  o u r  p r o d u c t s  a n d  a r e  w i l l i n g  t o  p a y  a l m o s t  a n y t h i n g  a s k e d  f o r  
t h e  b e n e f i t s .  A t  l e a s t  f o r  f r e e d o m  o f  c h o i c e  i n s u r e r s  t h e r e  i s  n o  
r e a s o n  t o  b e l i e v e  t h a t  t h i s  i s  c h a n g i n g ,  a n d  i n  f a c t  t h e  p r o b l e m  
seems t o  b e  w o r s e n i n g  e a c h  y e a r  h e a l t h  c a r s  c o s t s  g r o w  f a s t e r  t h a n  
o t h e r  c o s t s .  W h i l e  t h i s  i s  a  v e r y  s e r i o u s  i n d i c t m e n t  o f  o u r  
i n d u s t r y ,  i t  d o e s  p o i n t  o u t  t h a t  t h e  p e o p l e  t h a t  w «  a r e  l o s i n g  t o  
t h e s e  p o o l s  a r e  t h e  v e r y  p e o p l e  t h a t  w e  c o u l d  n o t  h a n d l e  a n y w a y .  
I n  f a c t ,  t h e  p a y m e n t s  t h a t  t h e  h e a l t h  i n s u r a n t  i n d u s t r y  r e c e i v e s  
t o  a d m i n i s t e r  t h e  b e n e f i t s  f o r  t h e s e  p e o p l e  p r o b a b l y  e x c e e d s  
a g g r e g a t e  p r e m i u m s  t h a t  t h e  i n d u s t r y  c o u l d  c o l l e c t  f r o m  t h e m  f o r  
m s a n i n g f u l  m e d i c a l  e x p e n s e  b e n e f i t s ;  a n d  a b s e n t  r t a t e  l e g i s l a t i o n  
m a k i n g  t h e  c o s t  f a l l  d i r e c t l y  o n  i n s u r e r s ,  c o m e s  w i t h o u t  
u n d e r w r i t i n g  l o s s e s  o r  s i g n i f i c a n t  f i n a n c i a l  r ^ s k s .

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

w a n t .

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

C o n s u l t i n g  S e r v i c e s ,  I n c .



Uninsurable Pool Data 1

S t a t e

C o n n e c t i c u t

P r a m s ,
C o l .

C l a i m s
P a i d

A d m i n .
P a i d

Lobs
R a t i o

A d m i n  
( t  C l a i m s )

1 9 8 3 3 1 3 4 8 8 9 3 4 4 2 2 2 3 2 7 2 5 5 0 1 0 9 . 8 0 % 7 . 9 2 %
1 9 8 4 3 4 7 3 1 4 5 4 4 5 4 4 5 1 3 1 5 4 5 0 1 2 8 . 2 5 % 7 . 0 8 %

1 9 8 5 3 2 8 5 7 6 2 4 5 7 9 4 6 1 2 7 6 3 7 9 1 3 9 . 3 7 % 6 . 0 4 %
1 9 8 6 3 5 3 2 9 4 1 4 2 0 3 8 3 3 2 4 6 1 5 6 1 1 6 . 9 9 % 5 . 8 6 %

1 9 8 7 3 1 6 6 4 7 6 6 6 6 3 0 8 1 3 3 7 2 3 5 2 0 9 . 1 1 % 5 . 0 6 %

1 9 8 8 3 4 6 0 3 3 7 7 2 9 3 4 3 4 4 1 2 9 4 2 2 1 0 . 7 7 % 5 . 6 6 %

1 9 8 9 4 4 9 5 6 7 2 1 0 4 3 8 0 0 0 5 6 7 8 2 6 2 3 2 . 1 7 % 5 . 4 4 %
C o m m e n t  -  T h e s e  r e s u l t s  m a y  n o t  b e  t y p i c a l  d u e  t o  t h e  p r e s e n c e  o f  a  
B l u e  C r o s e  p l a n  i n  t h e  p r o o e a s  o f  b e i n g  p h a s e d  o u t .

Florida
1 9 8 3
1 9 8 4
1 9 8 5
1 9 8 6
1 9 8 7
1 9 8 8  
1 9 8 c

2 3 7 5 9
5 0 5 7 9 8

1 1 0 7 5 8 1
1 7 7 0 1 7 1
2 8 5 8 1 7 3
5 2 9 4 4 4 6

1 2 4 4 3 9 6 0

0

1 4 1 4 3 0
7 7 4 1 7 4

1 6 8 6 1 9 5
3 9 6 3 7 1 0
8 5 8 1 4 6 8

1 7 4 2 5 0 2 5

0

6 9 1 1 4
1 0 3 9 4 6
1841389
3 5 7 0 1 7

1 1 3 4 9 9 1
2 8 1 0 7 2 3

0 . 0 0 9
2 7 . 9 6 %
6 9 . 9 0 %
9 5 . 2 6 %

1 3 8 . 6 8 %
1 6 2 . 0 8 %
1 4 0 . 0 3 %

E R R
4 8 . 8 7 %
1 3 . 4 3 %
1 0 . 9 6 %

9 . 0 1 %
1 3 . 2 3 %
1 6 . 1 3 %

I n d i a n a
1 9 8 3 2 3 5 2 1 7 9 2 1 7 8 7 8 5 6 5 1 2 9 . 2 6 % 2 5 . 9 4 %

1 9 8 4 6 3 5 6 9 9 5 6 8 4 3 6 9 1 2 5 6 4 6 2 1 0 7 . 6 6 % S . 7 5 %

1 9 8 5 7 5 0 5 1 4 4 9 5 1 8 7 5 9 2 5 3 5 2 4 1 2 6 . 8 3 % 2 . 6 6 %

1 9 8 6 7 1 9 7 7 7 4 1 1 5 5 2 4 9 4 4 4 3 7 9 1 1 6 0 . 5 0 6 3 . 8 4 %

1 9 8 7 6 3 0 1 7 0 7 1 1 5 6 4 6 0 2 4 5 9 4 6 2 1 8 3 . 5 2 % 3 . 9 7 %

1 9 8 8 5 6 0 7 9 0 8 9 6 4 0 5 1 9 5 0 0 6 4 3 1 7 1 . 9 1 % 5 . 1 9 %

1 9 8 9 6 2 1 0 7 0 1 1 0 6 9 0 6 1 0 6 7 0 5 6 5 1 7 2 . 1 3 % ( 1 . 2 7 %

C o m m e n t  - T h e  I n d i a n a  l o a s  r a t i o s  f o r  t h e  l a e t  f e w  y e a r s  a r e  h e l d  
a r t i f i c i a l l y  l o w  d u e  t o  t h e  r e l u c t a n c e  o f  t h e  p o o l  t o  r a i a e  r a t e s .

Iowa
1 9 8 7
1 9 8 8
1 9 8 9  

C o m m e n t  - T h e  
a r t i f i c i a l l y

1 6 4 9 9 5  5 6 7 2 5  1 6 5 6 0  3 4 . 3 8 %  2 9 . 1 9 %
1 0 0 8 6 9 1  1 2 4 9 1 5 9  8 2 5 6 0  1 2 3 . 8 4 %  6 . 6 1 %
2 8 7 6 2 5 1  3 2 3 2 2 2 7  3 3 9 6 6 0  1 1 2 . 3 8 %  1 0 . 5 1 %

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

C o n s u l t i n g  S e r v i c e s ,  I n c .



U n i n s u r a b l e  P o o l  D a t a 2

P r a m s . C l a i m s A d m i n . L o s s  A d m i n
8 t a t a C o l . P a i d P a i d R a t i o  ( 6  C l a i m ®

R a i n ®
1 9 8 8 1 5 1 7 9 0 3 3 9 6 C 0 . 0 0 % E R H
1 9 8 9 2 2 8 1 8 9 2 9 0 1 7 9 8 1 2 6 5 1 2 7 . 1 7 % 2 8 . 0 1 %

M i n n e s o t a
1 9 8 3 4 0 8 2 3 5 1 6 9 8 1 9 6 7 3 8 3 7 4 1 1 7 1 . 0 3 % 5 . 5 0 %
1 9 3 4 6 4 1 3 8 2 9 9 7 6 1 8 3 5 6 6 5 1 0 0 1 5 2 . 2 0 % 6 . 6 1 %

1 9 8 5 9 4 9 2 4 3 8 1 3 3 2 4 9 9 2 9 8 4 5 1 4 1 4 0 . 3 7 % 7 . 3 9 %

1 9 8 6 1 0 7 7 2 4 5 4 1 8 9 1 3 8 7 9 9 0 4 8 8 6 1 7 5 . 5 8 % 4 . 7 8 %

1 9 8 7 1 1 4 0 7 2 8 1 2 1 8 9 3 3 5 8 9 2 0 7 7 3 1 9 1 . 9 2 % 4 . 2 4 %
1 9 8 8 1 4 1 9 7 2 1 9 2 7 0 9 8 5 9 6 1 3 4 0 5 6 2 1 9 0 , 8 7 % 4 . 9 5 %
1 9 8 9 1 8 4 5 9 4 8 2 3 8 3 7 3 5 7 8 2 1 1 5 8 9 2 2 0 7 . 8 8 % 5 . 5 1 %

M o n t a n a
1 9 8 7 9 8 7 0 0 9 7 5 9 0 . 0 0 % E R R
1 9 8 8 9 7 0 2 6 6 5 3 7 4 1 4 6 7 5 6 7 . 3 8 % 2 2 . 4 5 1
1 9 8 9 3 1 6 2 7 6 3 9 5 0 5 0 2 4 5 2 3 1 2 4 . 9 1 % 6 . 2 1 %

N e b r a s k a
1 9 8 6 8 4 1 4 0 1 1 5 5 8 0 . 0 0 % E R R

1 9 8 7 4 5 8 8 5 7 4 4 3 2 3 3 1 4 6 0 0 9 6 . 6 0 % 3 . 2 9 %

1 9 8 8 1 2 2 1 7 9 2 1 8 0 8 8 1 3 5 7 0 9 7 1 4 8 . 0 5 % 3 . 1 6 %

1 9 8 9 2 5 7 2 2 1 3 4 0 8 8 8 1 6 1 2 8 2 2 3 1 5 8 . 9 6 % 3 . 1 4 %

N e w  M e x i c o
1 9 8 8 2 3 3 0 5 3 1 2 7 3 9 9 1 0 3 4 7 5 5 4 . 6 7 % 8 1 . 2 2 %

1 9 8 9 1 2 2 2 4 0 0 1 5 6 5 2 2 9 1 5 7 9 4 5 1 2 8 . 0 5 % 1 0 . 0 9 %

N o r t h  D a k o t a
198. : - 1 3 8 6 C 6 3 4 5 9 1 8 2 5 3 0 5 2 4 9 . 4 6 % 7 . 3 2 %

1 9 8 4 4 5 5 8 7 4 1 0 5 8 6 9 4 3 5 9 0 4 2 3 2 . 2 3 % 3 . 3 9 %
1 9 8 5 0 9 4 7 0 1 1 7 0 4 9 8 0 5 6 7 5 6 1 9 0 . 5 7 % 3 . 3 3 %
1 9 8 6 1 3 2 1 9 9 1 2 8 6 3 8 8 6 1 0 8 7 5 6 2 1 6 . 6 3 % 3 . 8 0 %
1 9 8 7 1 6 2 6 9 7 ? 3 3 8 9 2 2 9 1 7 4 1 3 0 2 0 8 . 3 2 % 5 . 1 4 %

1 9 8 8 1 9 3 7 9 0 3 3 3 4 0 4 4 1 2 3 4 9 8 4 1 7 2 . 3 7 % 7 . 0 3 %
1 9 8 9 2 2 6 1 6 3 8 3 6 9 1 4 8 7 2 7 8 0 0 7 1 6 3 . 2 2 % 7 . 5 3 %

T a n n a n s e e
1 9 8 7 5 5 6 7 6 3 1 7 4 5 0 0 3 . 1 3 % 0 . 0 0 %

1 9 8 8 3 2 3 6 2 0 4 2 8 0 7 3 3 8 3 1 7 9 3 0 8 6 , 7 5 % 1 1 . 3 2 %
1 9 8 9 8 4 3 3 9 4 4 1 0 2 1 2 6 4 4 6 2 3 7 4 4 1 2 : . . 0 9 % 6 . 1 1 %

C o n s u l t i n g  S e r v i c e s ,  I n c .



Uninsurable Pool Date 3
P r e s s . C l a i m s A d m i n . L o s s  A d m i n

S t a t e C o l . P a i d P a i d R a t i o  ( 1  C l a i m s

W a s h i n g t o n E a r n e d I n c u r r e d
1 9 0 8 1 2 4 2 6 0 7 4 1 2 1 7 8 5 7 5 5 9 . 6 5 % 1 0 6 . 0 1 %
1 9 8 9 1 9 4 0 3 3 4 2 5 4 3 8 3 9 2 0 4 2 2 1 1 3 1 . 1 0 % 8 . 0 3 %

W i s c o n s i n
1 9 8 3 1 2 3 2 3 3 2 2 4 6 3 7 0 3 1 5 6 9 6 4 1 9 9 . 9 2 % 6 . 3 7 %
1 9 8 4 2 0 7 9 9 9 6 3 1 0 4 6 0 4 1 9 6 3 3 8 1 4 9 . 2 6 % 6 . 3 2 %
1 9 8 5 2 6 0 0 5 8 6 3 2 6 5 4 9 2 2 1 0 6 4 6 1 2 5 . 5 7 % 6 . 4 5 %
1 9 8 6 2 8 5 6 2 8 6 3 3 3 6 0 8 7 2 8 4 5 0 0 1 1 6 . 0 0 % 8 . 5 3 %
1 9 8 7 2 9 5 9 8 6 1 3 9 5 6 0 5 6 3 6 6 2 4 5 1 3 3 . 6 6 % 9 . 2 6 %
1 9 8 8 4 0 3 6 6 7 1 5 5 1 8 1 8 9 9 0 6 3 5 0 1 3 6 . 0 3 % 1 6 . 4 3 %
1 9 8 9 6 6 7 6 6 1 4 9 7 5 4 1 0 3 8 8 3 3 0 3 1 4 6 . 0 9 % 9 . 0 8 %

C o m m e n t .  -  P a r t i c i p a t i n g  i n s u r e r s  a r e  n o t  p e r m i t t e d  a n y  k i n d  o f
c r e d i t  a g a i n s t  p r e m i u m  o r  :I n c o m e  t a x e s .

T o t a l
1 9 8 3 1 0 9 6 4 1 9 6 1 3 4 5 1 6 8 9 8 9 5 0 7 2 1 2 2 . 6 9 % 6 . 6 5 %
1 9 8 4 1 9 2 8 5 6 3 7 2 5 3 6 4 7 0 5 1 5 3 8 3 6 8 1 3 1 . 5 2 % 6 . 0 6 %
1 9 8 5 2 4 8 8 6 2 1 2 3 3 1 6 7 8 6 6 1 8 8 3 7 6 5 1 3 3 . 2 8 % 5 . 6 9 %
1 9 8 6 2 7 4 6 0 0 3 1 4 2 5 5 6 3 7 4 2 1 8 4 5 3 6 1 5 4 . 9 8 % 5 . 1 3 %
1 9 8 7 2 9 5 3 0 9 5 3 5 1 9 4 7 4 4 9 2 6 6 3 7 8 1 1 7 5 . 9 1 % 5 . 1 3 %
1 9 8 8 4 0 4 9 0 6 8 9 6 7 6 0 4 8 5 1 5 2 1 8 9 4 4 1 6 6 . 9 6 % 7 . 7 2 %
1 9 8 9 6 8 1 3 7 8 7 4 1 1 2 7 0 0 7 8 7 8 0 8 7 9 7 7 1 6 5 . 4 0 % 7 . 8 9 %

T o t a l  -  M i n u s C o n n e c t i c u t  a n d  M i n n e s o t a
1 9 8 3 3 7 4 6 9 5 6 3 0 2 7 4 9 9 2 3 8 7 8 1 8 0 . 8 0 % 7 . 8 9 %
1 9 8 4 9 3 9 6 6 6 3 1 1 1 4 8 4 1 9 5 5 7 8 1 8 1 1 8 . 6 2 % 5 . 0 0 %
1 9 8 5 1 2 1 0 8 0 1 2 1 5 2 6 3 4 1 3 6 2 4 6 7 2 1 2 6 . 0 6 % 4 . 0 9 %
1 9 8 6 1 3 1 5 4 6 3 6 1 9 4 3 8 6 6 2 1 0 3 3 4 9 4 1 4 7 . 7 7 % 5 . 3 2 %
1 9 8 7 1 4 9 3 7 1 9 6 2 3 3 9 1 0 1 0 1 3 9 7 7 7 3 1 5 6 . 6 0 % 5 . 9 8 %
1 9 8 8 2 2 8 3 3 1 3 3 3 3 2 1 2 8 2 1 3 4 6 3 4 4 0 1 4 5 . 4 6 % 1 0 . 4 3 %
1 9 8 9 4 5 1 8 2 5 2 0 6 3 8 8 9 2 0 9 6 2 0 4 2 5 9 1 4 1 . 4 0 % 9 . 7 1 %

C o n s u l t i n g  S e r v i c e s ,  I n c .
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A p ril 13, 1988

T h e  H o n o r a b l e  E d w a r d  M .  K e n n e d y ,  C h a i r m a n  

T h e  H o n o r a b l e  O r r i n  G .  H a t c h ,  R a n k i n g  M i n o r i t y  M e m b e r  

C o m m i t t e e  o n  L a b o r  a n d  H u m a n  R e s o u r c e s  

U n i t e d  S t a t e s  S e n a t e

T h i s  r e p o r t  r e s p o n d s  t o  y o u r  M a r c h  2 3 ,  1 9 8 7 ,  r e q u e s t  

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

p r o g r a m s .  Y o u  a s k e d  t h a t  w e  d e t e r m i n e  t h e  p r o g r a m s '  

c h a r a c t e r i s t i c s ,  e n r o l l m e n t ,  a n d  f i n a n c i a l  e x p e r i e n c e ;  t h e  

c h a r a c t e r i s t i c s  o f  t h e  p e r s o n s  t h e y  i n s u r e ;  a n d  t h e i r  s u c c e s s  

i n  m e e t i n g  e x p e c t a t i o n s . W e  a g r e e d  w i t h  y o u r  o f f i c e s  t o  f o c u s  

o n  t h e  p r o g r a m s  i n  C o n n e c t i c u t ,  F l o r i d a ,  I n d i a n a ,  M i n n e s o t a ,  

N o r t h  D a k o t a ,  a n d  W i s c o n s i n .  T h e s e  s i x  s t a t e  p r o g r a m s  h a d  

b e e n  i n  o p e r a t i o n  f o r  3 o r  m o r e  y e a r s  a n d ,  t h e r e f o r e ,  h a d  

s u f f i c i e n t  e x p e r i e n c e  t o  p e r m i t  a n a l y s i s .  W e  a l s o  o b t a i n e d  

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

m o r e  r e c e n t l y  e n a c t e d  r i s k  p o o l  l e g i s l a t i o n .  W e  o b t a i n e d  o r a l  

c o m m e n t s  o n  t h i s  r e p o r t  f r o m  t h e  D e p a r t m e n t  o f  H e a l t h  a n d  

H u m a n  S e r v i c e s  a n d  h a v e  i n c o r p o r a t e d  t h e m  w h e r e  a p p r o p r i a t e .

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

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

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

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

s p o n s o r e d  g r o u p  h e a l t h  p l a n s .  C o s t s  t o  t h e  i n s u r e d  a r e  

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

p r e m i u m s  t h a t  a r e  u s u a l l y  2 5  t o  5 0  p e r c e n t  m o r e  t h a n  t h o s e  

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

D e s p i t e  h i g h  p r e m i u m s ,  t h e  p r o g r a m s  r e q u i r e  a  s u b s i d y .  T w o  

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

w h i l e  m o s t  o f  t h e  1 5  s t a t e s  t h a t  h a v e  e n a c t e d  r i s k  p o o l  

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

b u s i n e s s  i n  t h e  s t a t e .  I n  t h e  m a j o r i t y  o f  t h e s e  s t a t e s ,  

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

d e f i c i t s  a g a i n s t  s t a t e  p r e m i u m  o r  c o r p o r a t e  i n c o m e  t a x e s .  

A l l o w i n g  a  t a x  c r e d i t  r e s u l t s  i n  r e d u c e d  t a x  c o l l e c t i o n s  a n d  

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

g e n e r a l  r e v e n u e s .

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

l o s s ,  p a y i n g  a n  a v e r a g e  o f  $ 1 . 6 0  i n  c l a i m s  f o r  e a c h  d o l l a r  o f  

p r e m i u m  i n c o m e  i n  1 9 8 6 .  A c c o r d i n g  t o  e s t i m a t e s  p r e p a r e d  b y  

t h e  H e a l t h  C a r e  F i n a n c i n g  A d m i n i s t r a t i o n  (H C F A ), p r i v a t e  

i n s u r e r s  n a t i o n a l l y  p a i d  $ 0 . 8 7  i n  c l a i m s  p e r  d o l l a r  o f  p r e m i u m  

i n c o m e  d u r i n g  t h a t  y e a r .



B-230452

T h e  s i x  p r o g r a m s  i n s u r e d  a b o u t  2 0 , 0 0 0  i n d i v i d u a l s .  M i d d l e -  

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

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

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

a r e  h i g h e r  f o r  t r e a t m e n t  o f  h e a r t  c o n d i t i o n s ,  c a n c e r ,  a n d  

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

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

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

s y n d r o m e  ( A I D S ) .  S t a t e  o f f i c i a l s  e x p r e s s e d  c o n c e r n  t h a t  A I D S  

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

e x t e n t  t o  w h i c h  p e r s o n s  i n f e c t e d  w i t h  t h e  v i r u s  t h a t  c a u s e s  

A I D S  h a v e  e n r o l l e d  i n  r i s k  p o o l s .

T h e  s i x  s t a t e s  w e  r e v i e w e d  h a v e  n o t  d e t e r m i n e d  t h e  e x t e n t  t o  

w h i c h  p e r s o n s  w h o  c a n n o t  o b t a i n  i n s u r a n c e  b e c a u s e  o f  p o o r  

h e a l t h  a r e  e n r o l l i n g  i n  r i s k  p o o l s .  S t a t e  o f f i c i a l s  g e n e r a l l y  

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

e l i g i b l e  i n d i v i d u a l s .

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

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

r e p o r t  u n t i l  3 0  d a y s  a f t e r  i t s  i s s u e  d a t e .  A t  t h a t  t i m e ,  w e  

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

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

o t h e r  i n t e r e s t e d  p a r t i e s .

I f  y o u  h a v e  a n y  q u e s t i o n s ,  p l e a s e  c a l l  m e  o n  ( 2 0 2 )  2 7 5 - 6 1 9 5 .
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T h e  s i x  p r o g r a m s  i n s u r e d  a b o u t  2 0 , 0 0 0  i n d i v i d u a l s .  M i d d l e -  

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

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

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

a r e  h i g h e r  f o r  t r e a t m e n t  o f  h e a r t  c o n d i t i o n s ,  c a n c e r ,  a n d  

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

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

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

s y n d r o m e  ( A I D S ) .  S t a t e  o f f i c i a l s  e x p r e s s e d  c o n c e r n  t h a t  A I D S  

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

e x t e n t  t o  v / h i c h  p e r s o n s  i n f e c t e d  w i t h  t h e  v i r u s  t h a t  c a u s e s  

A I D S  h a v e  e n r o l l e d  i n  r i s k  p o o l s .

T h e  s i x  s t a t e s  w e  r e v i e w e d  h a v e  n o t  d e t e r m i n e d  t h e  e x t e n t  t o  

w h i c h  p e r s o n s  w h o  c a n n o t  o b t a i n  i n s u r a n c e  b e c a u s e  o f  p o o r  

h e a l t h  a r e  e n r o l l i n g  i n  r i s k  p o o l s .  S t a t e  o f f i c i a l s  g e n e r a l l y  

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

e l i g i b l e  i n d i v i d u a l s .

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

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

r e p o r t  u n t i l  3 0  d a y s  a f t e r  i t s  i s s u e  d a t e .  A t  t h a t  t i m e ,  w e  

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

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

o t h e r  i n t e r e s t e d  p a r t i e s .

I f  y o u  h a v e  a n y  q u e s t i o n s ,  p l e a s e  c a l l  m e  o n  ( 2 0 2 )  2 7 5 - 6 1 9 5 .
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HEALTH INSURANCE: RISK POOLS 
FOR THE MEDICALLY UNINSURABLE

A b o u t  6 3  p e r c e n t  o f  t h e  p o p u l a t i o n  i s  c o v e r e d  b y  h e a l t h  

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

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

i n d i v i d u a l  p l a n .  W h e n  w r i t i n g  a n  i n d i v i d u a l  p o l i c y ,  i n s u r a n c e  

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

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

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

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

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

a s  t h e  m e d i c a l l y  u n i n s u r a b l e .

A n  e s t i m a t e d  3 7  m i l l i o n  A m e r i c a n s  l a c k  h e a l t h  i n s u r a n c e  

c o v e r a g e .  R e s e a r c h e r s  b e l i e v e  t h a t  f r o m  1 t o  2 m i l l i o n  o f  t h e s e  

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

m a k e  t h e m  u n a c c e p t a b l e  r i s k s  t o  p r i v a t e  i n s u r e r s .  R e s e a r c h e r s  a l s o  

b e l i e v e  t h a t  t h i s  g r o u p  i s  g r o w i n g  b e c a u s e  ( 1 )  a n  i n c r e a s i n g l y  

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

r e s t r i c t i v e  h e a l t h  i n s u r a n c e  s t a n d a r d s ;  ( 2 )  i n c r e a s i n g  h e a l t h  c a r e  

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

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

b e n e f i t ;  a n d  ( 3 )  a d v a n c e s  i n  d i a g n o s t i c  t e s t i n g  h a v e  e n a b l e d  

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

i l l n e s s e s .

I n  t h e  p a s t ,  B l u e  C r o s s  a n d  B l u e  S h i e l d  P l a n s  h a v e  b e e n  a  

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

1 9 3 0 s ,  w h e n  t h e  p l a n s  p i o n e e r e d  h e a l t h  i n s u r a n c e ,  a l l  g r o u p  a n d  

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

h e a l t h  s t a t u s .  E n r o l l m e n t  i n  t h e  p l a n s  w a s  o p e n  t o  a l l ,  a n d  

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

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

i n d i v i d u a l s .  C o m m e r c i a l  c o m p a n i e s  e n t e r e d  t h e  f i e l d  i n  t h e  1 9 4 0 ' s ,  

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

I n  t h i s  c o m p e t i t i v e  e n v i r o n m e n t ,  B l u e  C r o s s  a n d  B l u e  S h i e l d  

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

p a r t l y  o n  t h e  g r o u p ' s  h e a l t h  e x p e r i e n c e ,  r a t h e r  t h a n  o n  t h e  

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

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

c o s t s  f o r  h i g h - r i s k  i n d i v i d u a l s .  N o t  a l l  B l u e  C r o s s  a n d  B l u e  

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

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

A s  o f  O c t o b e r  1 9 8 7 ,  P l a n s  i n  1 1  s t a t e s  a n d  t h e  D i s t r i c t  o f  C o l u m b i a  

o f f e r e d  o p e n  e n r o l l m e n t .  A p p e n d i x  I l i s t s  t h e  s t a t e s  i n  w h i c h  

P l a n s  o f f e r  o p e n  e n r o l l m e n t .

INTRODUCTION
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T o  h e l p  t h e  m e d i c a l l y  u n i n s u r a b l e ,  1 5  s t a t e s  h a v e  p a s s e d  

l e g i s l a t i o n  e s t a b l i s h i n g  h e a l t h  i n s u r a n c e  r i s k  p o o l  p r o g r a m s . 1 

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

a n d  r e q u i r e  a l l  i n s u r e r s  d o i n g  b u s i n e s s  i n  t h e  s t a t e  t o  b e  m e m b e r s .  

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

e s t a b l i s h  p r e m i u m s .  I f  p r e m i u m s  d o  n o t  c o v e r  e x p e n s e s ,  d e f i c i t s  

a r e  g e n e r a l l y  s h a r e d  a m o n g  a s s o c i a t i o n  m e m b e r s .  T a b l e  1 s h o w s  t h e  

s t a t e s  t h a t  h a v e  e n a c t e d  l e g i s l a t i o n ,  a n d  t h e  e f f e c t i v e  d a t e s .

a R h o d e  I s l a n d  e s t a b l i s h e d  a  r i s k  p o o l  i n  1 9 7 5 .  H o w e v e r ,  B l u e  C r o s s  

a n d  B l u e  S h i e l d  o f  R h o d e  I s l a n d  o f f e r s  o p e n  e n r o l l m e n t .  A c c o r d i n g  

t o  a  s t a t e  o f f i c i a l ,  n o  m o r e  t h a n  1 0  o r  1 2  p e r s o n s  h a v e  b e e n  

e n r o l l e d  i n  t h e  r i s k  p o o l  a t  a n y  t i m e .  B e c a u s e  o f  i t s  s m a l l  s i z e ,  

w e  d i d  n o t  e x a m i n e  t h e  R h o d e  I s l a n d  p r o g r a m .

I n  a d d i t i o n ,  a c c o r d i n g  t o  a  s t u d y  c o n d u c t e d  b y  t h e  

I n t e r g o v e r n m e n t a l  H e a l t h  P o l i c y  P r o j e c t ,  l e g i s l a t u r e s  i n  1 2  s t a t e s  

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

d u r i n g  1 9 8 7 .  A p p e n d i x  I I  l i s t s  t h e s e  s t a t e s .

OBJECTIVES, SCOPE, AND METHODOLOGY

O n  M a r c h  2 3 ,  1 9 8 7 ,  t h e  C h a i r m a n  a n d  t h e  R a n k i n g  M i n o r i t y  

M e m b e r  o f  t h e  S e n a t e  C o m m i t t e e  o n  L a b o r  a n d  H u m a n  R e s o u r c e s  a s k e d  

u s  t o  o b t a i n  i n f o r m a t i o n  o n  h e a l t h  i n s u r a n c e  r i s k  p o o l s .  I n  l a t e r  

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

l - B l u e  C r o s s  a n d  B l u e  S h i e l d  P l a n s  i n  t h e  1 5  s t a t e s  w i t h  r i s k  p o o l s  

w e  e x a m i n e d  d o  n o t  o f f e r  o p e n  e n r o l l m e n t .

Table 1; Effective Dates of Risk Pool 
Authorizing Legislation5

S t a t e E f f e c t i v e  d a t e

C o n n e c t i c u t

M i n n e s o t a

W i s c o n s i n

N o r t h  D a k o t a

I n d i a n a

F l o r i d a

M o n t a n a

T e n n e s s e e

N e b r a s k a

I o w a

N e w  M e x i c o

W a s h i n g t o n

I l l i n o i s

M a i n e

O r e g o n

A p r .  1 9 7 6  

J u l y  1 9 7 6  

J a n .  1 9 8 1  

J u l y  1 9 8 1  

S e p t .  1 9 8 1  

J u l y  1 9 8 2  

J u l y  1 9 8 5  

J u l y  1 9 8 6  

S e p t .  1 9 8 3  

J a n .  1 9 8 /  

A p r .  1 9 8 7  

M a y  1 9 8 7  

A p r .  1 9 8 7  

S e p t .  1 9 8 7  

S e p t .  1 9 8 7
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—  t h e  p r o g r a m s '  c h a r a c t e r i s t i c s ,  i n c l u d i n g  e l i g i b i l i t y  

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

c o i n s u r a n c e  r e q u i r e m e n t s ;

—  t h e  p r o g r a m s '  e x p e r i e n c e  c o n c e r n i n g  e n r o l l m e n t ,  p r e m i u m  

i n c o m e ,  c l a i m s  e x p e n s e s ,  a n d  s u b s i d y  r e q u i r e m e n t s ;

—  e n r o l l e s '  c h a r a c t e r i s t i c s ,  i n c l u d i n g  a g e ,  g e n d e r ,  p r i m a r y  

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

h a v e  r e c e i v e d ;  a n d

—  t h e  e x t e n t  t o  w h i c h  t h e  p r o g r a m s  h a v e  m e t  t h e  e x p e c t a t i o n s  

t h a t  l e d  t o  t h e i r  c r e a t i o n .

A s  a g r e e d  w i t h  t h e  S e n a t o r s '  o f f i c e s ,  o u r  r e v i e w  f o c u s e d  o n  

t h e  p r o g r a m s  i n  C o n n e c t i c u t ,  F l o r i d a ,  I n d i a n a ,  M i n n e s o t a ,  N o r t h  

D a k o t a ,  a n d  W i s c o n s i n .  T h e s e  s i x  s t a t e  p r o g r a m s  h a d  b e e n  i n  

o p e r a t i o n  f o r  3 o r  m o r e  y e a r s  a n d ,  t h e r e f o r e ,  h a d  s u f f i c i e n t  

e x p e r i e n c e  t o  p e r m i t  a n a l y s i s .  W e  a l s o  o b t a i n e d  i n f o r m a t i o n  o n  

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

e s t a b l i s h e d  r i s k  p o o l s .

I n  t h e  s i x  s t a t e s ,  w e  s p o k e  w i t h  a n d  o b t a i n e d  a n d  r e v i e w e d  

a p p r o p r i a t e  d o c u m e n t a t i o n  f r o m  ( 1 )  r i s k  p o o l  p r o g r a m  

a d m i n i s t r a t o r s ,  ( 2 )  o f f i c i a l s  o f  s t a t e  i n s u r a n c e  d e p a r t m e n t s ,  a n d

( 3 )  r e p r e s e n t a t i v e s  o f  p r i v a t e  g r o u p s  i n t e r e s t e d  i n  t h e  p r o g r a m s .  

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

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

o f  n a t i o n a l  o r g a n i z a t i o n s  i n t e r e s t e d  i n  r i s k  p o o l s .  A p p e n d i x  I I I  

l i s t s  t h e  g r o u p s  a n d  o r g a n i z a t i o n s  w e  c o n t a c t e d .

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

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

a n d  p r o c e d u r e s ,  a n d  e x a m i n e d  r i s k  p o o l  i n s u r a n c e  p o l i c i e s .  W e  

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

g r o u p  i n s u r a n c e  p l a n s  r e p o r t e d  b y  t h e  B u r e a u  o f  L a b o r  S t a t i s t i c s  

( B L S ) i n  i t s  J u n e  1 9 8 7  S u r v e y  o f  E m p l o y e e  B e n e f i t s  i n  L a r g e  a n d  

M e d i u m  F i r m s ,  1 9 8 6 . W e  d i s c u s s e d  p r o g r a m  c h a r a c t e r i s t i c s  w i t h  

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

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

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

o p e r a t i o n s .

T o  o b t a i n  i n f o r m a t i o n  o n  t h e  p r o g r a m s ' e n r o l l m e n t  a n d  

f i n a n c i a l  e x p e r i e n c e ,  w e  a n a l y z e d  p r o g r a m  f i n a n c i a l  a n d  o p e r a t i n g  

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

d e p a r t m e n t s .  W e  a l s o  d i s c u s s e d  e n r o l l m e n t  a n d  f i n a n c i a l  t r e n d s  

w i t h  t h e s e  o f f i c i a l s .

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

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



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

r e p r e s e n t a t i v e s ,  a n d  s t a t e  i n s u r a n c e  o f f i c i a l s .  E x c e p t  f o r  

W i s c o n s i n ,  w h i c h  s u r v e y e d  r i s k  p o o l  e n r o l l e e s  i n  1 9 8 2 ,  1 9 8 4 ,  a n d  

1 9 8 6 ,  l i m i t e d  i n f o r m a t i o n  o n  t h e  c h a r a c t e r i s t i c s  o f  t h e  i n s u r e d  w a s  

a v a i l a b l e .  M o r e o v e r ,  t h e  r e s u l t s  o f  W i s c o n s i n ' s  s u r v e y s  m a y  n o t  

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

s t a t e ' s  r i s k  p o o l  b e c a u s e  m a n y  o f  t h o s e  s u r v e y e d  d i d  n o t  r e s p o n d ,  

a n d  s t a t e  o f f i c i a l s  d i d  n o t  a n a l y z e  t h e  c h a r a c t e r i s t i c s  o f  

n o n r e s p o n d e n t s  t o  d e t e r m i n e  w h e t h e r  d i f f e r e n c e s  e x i s t e d  b e t w e e n  

t h e m  a n d  r e s p o n d e n t s .

T o  o b t a i n  i n f o r m a t i o n  o n  h o w  w e l l  t h e  p r o g r a m s  h a v e  m e t  t h e  

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

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

e v a l u a t i o n s  w h e r e  a v a i l a b l e .  W e  a l s o  d i s c u s s e d  t h e  p r o g r a m s '  

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

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

p o o l s .

O u r  f i e l d w o r k  w a s  c o n d u c t e d  b e t w e e n  A p r i l  a n d  N o v e m b e r  1 9 8 7  i n  

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

W e  o b t a i n e d  o r a l  c o m m e n t s  f r o m  t h e  D e p a r t m e n t  o f  H e a l t h  a n d  H u m a n  

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

w h e r e  a p p r o p r i a t e .

RISK POOL PROGRAM 
CHARACTERISTICS

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

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

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

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

i n s u r a n c e  p l a n s  o f f e r e d  b y  l a r g e  a n d  m e d i u m - s i ^ e d  e m p l o y e r s .

D e d u c t i b l e s ,  o r  t h e  c o v e r e d  m e d i c a l  e x p e n s e s  a n  e n r o l l e e  p a y s  

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

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

p o o l  i n s u r a n c e  a r e  n o r n ,!," ' v  ,o 5 0  p e r c e n t  h i g h e r  t h a n  r a t e s  

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

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

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

b u s i n e s s  i n  t h e  s t a t e .  M o s t  s t a t e s ,  h o w e v e r ,  a l l o w  i n s u r e r s  t o  

o f f s e t  t h e s e  l o s s e s  t h r o u g h  s t a t e  t a x  c r e d i t s .

R i s k  P o o l  M a n a g e m e n t

T h e  o r g a n i z a t i o n a l  s t r u c t u r e s  o f  t h e  1 5  s t a t e  r i s k  p o o l s  a r e  

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

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

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

C r o s s  a n d  B l u e  S h i e l d  P l a n s .  T w e l v e  s t a t e s  a l s o  r e q u i r e  h e a l t h  

m a i n t e n a n c e  o r g a n i z a t i o n s  t o  b e  a s s o c i a t i o n  m e m b e r s .  W h i l e
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l e g i s l a t i o n  i n  s i x  s t a t e s  p r o v i d e s  f o r  s e l f - i n s u r e d  o r g a n i z a t i o n s 2  

t o  b e  a s s o c i a t i o n  m e m b e r s ,  U . S .  d i s t r i c t  c o u r t s  h a v e  h e l d  t h a t ,  

u n d e r  t h e  p r o v i s i o n s  o f  t h e  E m p l o y e e  R e t i r e m e n t  I n c o m e  S e c u r i t y  A c t  

o f  1 9 7 4 ,  e m p l o y e r s  w i t h  s e l f - i n s u r e d  h e a l t h  p l a n s  a r e  e x e m p t  f r o m  

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

p a r t i c i p a t e  i n  a  r i s k  p o o l .

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

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

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

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

c h a n g e s  i n  p r o g r a m  b e n e f i t s  w i t h i n  t h e  f r a m e w o r k  o f  a u t h o r i z i n g  

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

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

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

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

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

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

p e r f o r m a n c e .

E l i g i b i l i t y  R e q u i r e m e n t s

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

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

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

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

p o o l  p r e m i u m s .  E l e v e n  s t a t e s  p e r m i t  e n r o l l m e n t  i f  a n  i n d i v i d u a l  

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

c o n d i t i o n s .  S e v e n  s t a t e s  a l l o w  a p p l i c a n t s  w i t h  s p e c i f i e d  

d i s e a s e s — s u c h  a s  c a n c e r ,  a c q u i r e d  i m m u n o d e f i c i e n c y  s y n d r o m e  

( A I D S ) ,  o r  j u v e n i l e  d i a b e t e s — t h a t  g e n e r a l l y  m a k e  i t  d i f f i c u l t  t o  

o b t a i n  i n s u r a n c e  t o  e n r o l l  w i t h o u t  m e e t i n g  o t h e r  r e q u i r e m e n t s .

T a b l e  2 s u m m a r i z e s  t h e  e l i g i b i l i t y  r e q u i r e m e n t s  o f  t h e  v a r i o u s  

s t a t e  p r o g r a m s .

^ S e l f - i n s u r e d  o r g a n i z a t i o n s  d i r e c t l y  b e a r  t h e  r i s k  a n d  c o s t  o f  

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

a n  i n s u r a n c e  c o m p a n y .

9



Table 2: Eligibility Requirements for 
State Risk Pool Programsa

I n d i v i d u a l s  a r e  e l i g i b l e  i f  t h e y

A r e A r e

A r e o f f e r e d o f f e r e d

r e f u s e d l i m i t e d h i g h S u f f e r

c o v e r a g e c o v e r a g e p r e m i u m s f r o m

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

S t a t e  o f  i n s u r e r s ) i n s u r e r s i n s u r e r s d i s e a s e s

F l o r i d a T w o Y e s Y e s N o

I l l i n o i s O n e N o Y e s Y e s

I n d i a n a T w o Y e s Y e s Y e s

I o w a O n e Y e s Y e s Y e s

M i n n e s o t a O n e Y e s Y e s Y e s

M o n t a n a T w o Y e s N o N o

N e b r a s k a O n e Y e s Y e s Y e s

N e w  M e x i c o O n e Y e s Y e s N o

N o r t h  D a k o t a O n e Y e s N o N o

O r e g o n O n e N o N o Y e s

T e n n e s s e e O n e Y e s Y e s Y e s

W a s h i n g t o n O n e Y e s Y e s N o

W i s c o n s i n O n e Y e s Y e s N o

C o n n e c t i c u t a n d  M a i n e  d o n o t  h a v e t h e s e  e l i g i b i l i t y  r<

I n s u r a n c e  B e n e f i t s

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

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

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

T a b l e  3 p r o v i d e s  e x a m p l e s  o f  m e d i c a l  s e r v i c e s  t y p i c a l l y  c o v e r e d  o r  

e x c l u d e d  u n d e r  r i s k  p o o l  i n s u r a n c e  p o l i c i e s .  - -

Table 3; Medical Services Typically Covered 
or Excluded Under Risk Pool Insurance Policies

C o v e r e d E x c l u d e d

H o s p i t a l  s e r v i c e s  

P h y s i c i a n  s e r v i c e s  

i n - h o s p i t a l  a n d  

o u t - o f - h o s p i t a l  

P r o s t h e s e s  

D u r a b l e  m e d i c a l  

e q u i p m e n t  

P h y s i c a l  t h e r a p y  

O r a l  s u r g e r y

E x p e r i m e n t a l  t r e a t m e n t s  

C o s m e t i c  t r e a t m e n t s  

E y e g l a s s e s  a n d  h e a r i n g  a i d s  

D e n t a l  c a r e  

R o u t i n e  p h y s i c a l  

e x a m i n a t i o n s  

E x p e n s e s  p a y a b l e  u n d e r  

o t h e r  i n s u r a n c e  o r  u n d e r  

g o v e r n m e n t  p r o g r a m s  

C u s t o d i a l  c a r e

10



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

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

d u r i n g  t h e  y e a r .  T a o l e  4  s h o w s  t h e  o u t - o f - p o c k e t  m e d i c a l  e x p e n s e  

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

Table 4; Out-of-Pocket Medical Expense Limits
of State Risk Pool Programs

O u t - o f  ■- p o c k e t  l i m i t

S t a t e I n d i v i d u a l  F a m i l y

C o n n e c t i c u t $ 2 , 0 0 0 $ 4 , 0 0 0

F l o r i d a 3 2 , 5 0 0 5 , 0 0 0

I l l i n o i s 1 , 5 0 0 3 , 0 0 0

I n d i a n a 3 1 , 0 0 0 2 , 0 0 0
I o w a 3 1 , 5 0 0 3 , 0 0 0

M a i n e 1 , 5 0 0 3 , 0 0 0

M i n n e s o t a 3 , 0 0 0 b

M o n t a n a 5 , 0 0 0 b

N e b r a s k a 5 , 0 0 0 b

N e w  M e x i c o ^ 1 , 5 0 0 2 , 5 0 0

N o r t h  D a k o t a 3 , 0 0 0 b

O r e g o n c c

T e n n e s s e e ^ 1 , 5 0 0 2 , 0 0 0
W a s h i n g t o n 3 1 , 5 0 0 3 , 5 0 0

W i s c o n s i n 2 , 0 0 0 4 , 0 0 0

a T h e  p r o g r a m  a l s o  

p r e m i u m .

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

^ L i m i t  o n  o u t - c f - p o c k e t  m e d i c a l  e x p e n s e s  i s  a p p l i e d  " p e r  c o v e r e d  

p e r s o n . "  N o  f a m i l y  l i m i t  i s  p r o v i d e d .

c A s  o f  J a n u a r y  1 9 8 8 ,  O r e g o n  h a d  n o t  e s t a b l i s h e d  a n  o u t - o f - p o c k e t  

e x p e n s e  l i m i t  f o r  i t s  p r o g r a m .

C o s t - S h a r i n g  a n d  B e n e f i t  

L i m i t a t i o n  P r o v i s i o n s

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

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

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

i n d u s t r y ,  i n c l u d e

—  d e d u c t i b l e s ,  o r  t h e  a m o u n t  o f  c o v e r e d  m e d i c a l  e x p e n s e s ,  

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

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

—  c o i n s u r a n c e ,  o r  t h e  f i x e d  p e r c e n t a g e  o r  a m o u n t  o f  c o v e r e d  

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

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

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

t o  a s  p r e e x i s t i n g  c o n d i t i o n s ,  a r e  n o t  c o v e r e d ;  a n d

—  l i m i t a t i o n s  o n  t h e  m a x i m u m  a m o u n t  o f  m e d i c a l  e x p e n s e s  t h a t  

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

C o s t  S h a r i n g  P r o v i s i o n s

R i s k  p o o l  d e d u c t i b l e s  f o r  m e d i c a l  e x p e n s e s  a r e  g e n e r a l l y  

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

m e d i u m - s i z e d  e m p l o y e r s  o f f e r .  A c c o r d i n g  t o  r i s k  p o o l  o f f i c i a l s ,  

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

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

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

a m o u n t s .  B L S  f o u n d  t h a t  g r o u p  h e a l t h  p l a n s  c o v e r i n g  7 8  p e r c e n t  o f  

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

d e d u c t i b l e s  o f  $ 1 5 0  o r  l e s s  a n d  t h a t  p l a n s  c o v e r i n g  9 3  p e r c e n t  of. 

t h e  e m p l o y e e s  h a v e  d e d u c t i b l e s  o f  $ 2 0 0  o r  l e s s .  T a b l e  5 s h o w s  t h e  

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

p r o g r a m s .

Table 5: Deductible Amounts for
State Risk Pool Programs

M e d i c a l  e x p e n s e d e d u c t i b l e s

f o r  a n  i n d i v i d u a l

S t a t e L o w e s t H i g h e s t

C o n n e c t i c u t $ 4 0 0 $ 1 , 5 0 0

F l o r i d a 1 , 0 0 0 2 , 0 0 0

I l l i n o i s 2 5 0 1 , 0 0 0 .  .

I n d i a n a 2 0 0 1 , 0 0 0

I o w a 5 0 0 1 , 0 0 0

M a i n e 5 0 0 1 , 0 0 0

M i n n e s o t a 5 0 0 1 , 0 0 0

M o n t a n a 5 0 0 1 , 0 0 0

N e b r a s k a 2 5 0 1 , 0 0 0

N e w  M e x i c o 5 0 0 1 , 0 0 0

N o r t h  D a k o t a 1 5 0 1 , 0 0 0

O r e g o n a a

T e n n e s s e e 5 0 0 2 , 0 0 0

W a s h i n g t o n 5 0 0 1 , 0 0 0

W i s c o n s i n 1 , 0 0 0 1 , 0 0 0

a A s  o f  J a n u a r y  1 9 8 8 ,  O r e g o n  h a d  n o t  e s t a b l i s h e d  a  d e d u c t i b l e  f o r  

i t s  p r o g r a m .

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

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

s i z e d  e m p l o y e r s  o f f e r .  T h i r t e e n  o f  t h e  1 5  s t a t e s  r e q u i r e  e n r o l l e e s  

t o  p a y  2 0  p e r c e n t  o f  c o v e r e d  m e d i c a l  e x p e n s e s  a f t e r  m e e t i n g
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d e d u c t i b l e  r e q u i r e m e n t s .  N e b r a s k a  r e q u i r e s  a  1 0 - p e r c e n t  

c o i n s u r a n c e  p a y m e n t ,  a n d ,  a s  o f  J a n u a r y  1 9 8 8 ,  O r e g o n  h a d  n o t  

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

p l a n s  c o v e r i n g  8 6  p e r c e n t  o f  e m p l o y e e s  a t  l a r g e  a n d  m e d i u m - s i z e d  

f i r m s  a l s o  c o n t a i n e d  a  2 0 - p e r c e n t  c o i n s u r a n c e  f e a t u r e .

B e n e f i t  L i m i t a t i o n  P r o v i s i o n s

R i s k  p o o l  i n s u r a n c e  p o l i c i e s  e x c l u d e  p r e e x i s t i n g  m e d i c a l  

c o n d i t i o n s  f r o m  c o v e r a g e  f o r  a  p e r i o d  o f  t i m e .  P r e e x i s t i n g  

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

s p e c i f i e d  p e r i o d  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  t h e  p o l i c y — r e f e r r e d  

t o  a s  t h e  c o n d i t i o n  p e r i o d .  C o s t s  o f  t r e a t i n g  p r e e x i s t i n g  

c o n d i t i o n s  a r e  n o t  c o v e r e d  f o r  a  p e r i o d  a f t e r  t h e  e f f e c t i v e  d a t e  o f  

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

t r a d i t i o n a l l y  u s e d  w a i t i n g  p e r i o d s  f o r  p r e e x i s t i n g  c o n d i t i o n s  t o  

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

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

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

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

b e f o r e  e n r o l l i n g .  T w o  o f  t h e s e  s t a t e s  r e q u i r e  e n r o l l e e s  r e q u e s t i n g  

a  w a i v e r  t o  p a y  a  1 0 - p e r c e n t  p r e m i u m  s u r c h a r g e .  O n e  s t a t e  w i l l  

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

w h e t h e r  t h e y  h a d  o t h e r  i n s u r a n c e  o r  n o t .

T h i r t e e n  s t a t e  r i s k  p o o l  p r o g r a m s  l i m i t  t h e  m a x i m u m  a m o u n t  i n  

b e n e f i t s  p a y a b l e  d u r i n g  a n  e n r o l l e e ' s  l i f e t i m e .  T h e  l i m i t s  w e r e  

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

m e d i u m - s i z e d  e m p l o y e r s  o f f e r .  B L S  f o u n d  t h a t  g r o u p  h e a l t h  p l a n s  

c o v e r i n g  a b o u t  4 3  p e r c e n t  o f  t h e  e m p l o y e e s  a t  . l a r g e  a n d  m e d i u m ­

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

t o  $ 5 0 0 , 0 0 0  o r  l e s s .

T a b l e  6  s h o w s  t h e  b e n e f i t  l i m i t a t i o n  p r o v i s i o n s  o f  t h e  s t a t e  

r i s k  p o o l  p r o g r a m s .



•fable 6 :  B e n e f i t  L i m i t a t i o n  P r o v i s i o n s o f

S t a t e  R i s k  P o o l  P r o g r a m s

P r e e x i s t i n g  c o n d i t i o n  p r o v i s i o n s  

C o n d i t i o n  W a i t i n g

p e r i o d  p e r i o d  W a i v e r

M a x i m u m

l i f e t i m e

S t a t e ( m o n t h s ) ( m o n t h s ) p r o v i s i o n b e n e f i t

C o n n e c t i c u t 6 1 2 a § 1 , 0 0 0 , 0 0 0

F l o r i d a 6 6 N o n e 5 0 0 , 0 0 0

I l l i n o i s 6 6 b , c 5 0 0 , 0 0 0
I n d i a n a 6 6 N o n e N o n e

I o w a 6 6 b 2 5 0 , 0 0 0

M a i n e 3 3 a , b 5 0 0 , 0 0 0
M i n n e s o t a 3 6 a 2 5 0 , 0 0 0

M o n t a n a 6 0 1 2 b 2 5 0 , 0 0 0

N e b r a s k a 6 6 d 5 0 0 , 0 0 0

N e w  M e x i c o 6 6 b N o n e

N o r t h  D a k o t a 3 6 b 2 5 0 , 0 0 0

O r e g o n 6 6 d 1 , 0 0 0 , 0 0 0
T e n n e s s e e 6 6 N o n e 5 0 0 , 0 0 0

W a s h i n g t o n 6 6 b 5 0 0 , 0 0 0
W i s c o n s i n 6 6 N o n e 5 0 0 , 0 0 0

a W a i . t i n g  p e r i o d  m a y  b e  w a i v e d  o r  r e d u c e d  u n d e r  c e r t a i n  l i m i t e d  

c i r c u m s t a n c e s .

^ W a i t i n g  p e r i o d  w i l l  b e  w a i v e d  i f  t h e  a p p l i c a n t  h a d  o t h e r  h e a l t h  

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

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

p r e m i u m  s u r c h a r g e .

^ W a i t i n g  p e r i o d  w i l l  b e  w a i v e d  i f  t h e  a p p l i c a n t  h a d  o t h e r  h e a l t h  

i n s u r a n c e  i n  f o r c e  b e f o r e  e n r o l l i n g  i n  t h e  r i s k  p o o l  a n d  p a y s  a  1 0 -  

p e r c e n t  p r e m i u m  s u r c h a r g e .

C o s t - C o n t a i n m e n t  P r o v i s i o n s

P r i v a t e  i n s u r e r s  h a v e  i n c l u d e d  a  n u m b e r  o f  c o s t - c o n t a i n m e n t  

f e a t u r e s  i n  t h e i r  h e a l t h  i n s u r a n c e  p o l i c i e s .  I n  g e n e r a l ,  t h e s e  

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

t r e a t m e n t  o r  e n c o u r a g e  t h e m  t o  u s e  l e s s  c o s t l y  t r e a t m e n t  

a l t e r n a t i v e s .  B L S  s u r v e y e d  l a r g e  a n d  m e d i u m - s i z e d  f i r m s  t o  

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



co3t-containment m e a s u r e s  3 q ^ s  found that 6 8  percent of the 
employees at large and medium-sized firms were covered by a plan 
that included at least one of the nine cost-containment features.

Like private insurers, risk pool programs include cost- 
containment features in their insurance policies. Eight of the 
state programs have implemented one or more of the provisions 
covered in the BLS survey. The most common provision, a 
requirement that decisions to hospitalize enrollees be reviewed by 
the program administrator, has been adopted by seven states. Three 
states require enrollees to obtain a second opinion before 
nonemergency surgery, three states require enrollees to use generic 
rather than more expensive brand-name drugs, and three states 
require that routine laboratory tests before hospitalization be 
performed on an outpatient basis.

R i s k  P o o l  P r e m i u m s

The basis for setting risk pool insurance premiums is normally 
prescribed in authorizing legislation. Premiums are usually 
established based on the rates charged for private health insurance 
in the state and vary based on age and, sometimes, sex and 
geographic area. The legislation generally provides for premiums 
to be adequate to cover anticipated claims expenses, but it limits 
rates to a multiple of the rates charged by private insurers. 
Legislation in 12 states provides for multiples between 125 and 150 
percent. Three states provide for higher multiple limits, 
including Montana, which provides a 400-percent limit. Program 
administrators in the six states we reviewed survey private 
insurers to determine the average rates they charge for health 
insurance as a basis for setting risk pool rates. Table 7 shows 
the rate limits and examples of premiums charged in the six states 
reviewed.

^The cost containment measures covered in the BLS survey included 
(1) incentives to encourage a second surgical opinion before 
nonemergency surgery, (2) incentives to encourage use of outpatient 
surgery, (3) incentives to use generic rather than more expensive 
brand-name drugs, (4) limits on reimbursement for nonemergency 
weekend hospital admissions, (5) separate deductibles for hospital 
admissions, (6) incentives to have routine laboratory tests done on 
an outpatient basis before hospitalization, (7) higher payment for 
delivery at a birthing center, (8) incentives to audit the 
hospital's statement, and (9) preadmission certification 
requirements.



Table 7: Rate Limits and Examples of Annual Premium
Rates Charged by State Risk Pool Programs

1 9 8 7  a n n u a l  p r e m i u m  r a t e s  f o r  c o v e r a g e  

w i t h  a  § 1 , 0 0 0  m e d i c a l  e x p e n s e  

R a t e  d e d u c t i b l e  f o r  a

l i m i t a 4 0 - y e a r - o l d 5 5 - y e a r - o l d

S t a t e (p e r c e n t ) M a l e F e m a l e M a l e F e m a l e

C o n n e c t i c u t 1 5 0 § 1 , 1 5 6 § 1 , 5 3 8 § 2 , 0 7 7 § 2 , 4 8 6

F l o r i d a 2 0 0 1 , 9 2 4 1 , 9 2 4 3 , 1 5 3 3 , 1 5 3

I a d i a n a 1 5 0 1 , 1 6 2 1 , 5 9 7 2 , 1 3 0 2, 3 6 3

M i n n e s o t a 1 2 5 6 4 1 6 4 1 9 9 9 9 9 9

N o r t h  D a k o t a 1 3 5 9 4 5 9 4 5 1, 3 8 3 1, 3 8 3

W i s c o n s i n 1 5 0 9 9 6 1, 3 2 0 1 , 7 8 4 1 , 6 6 0

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

F i n a n c i n g  P r o g r a m  D e f i c i t s

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

p r o g r a m  o p e r a t i n g  d e f i c i t s  w i l l  b e  f i n a n c e d .  I n  1 2  o f  t h e  1 5  

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

t h r o u g h  a s s e s s m e n t s  v o t e d  b y  t h e  a s s o c i a t i o n ' s  g o v e r n i n g  b o d y .

T h e s e  s t a t e s  d i s t r i b u t e  a s s e s s m e n t s  i n  p r o p o r t i o n  t o  e a c h  m e m b e r ' s  

s h a r e  o f  t o t a l  p r e m i u m  i n c o m e 4  i n  t h e  s t a t e  e x c e p t  i n  C o n n e c t i c u t ,  

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

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

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

f i n a n c e  d e f i c i t s  t h r o u g h  a  t a x  o n  h o s p i t a l  r e v e n u e s ,  w h i l e  I l l i n o i s  

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

p r o v i d e  u p  t o  $ 2  m i l l i o n  a  y e a r  f r o m  g e n e r a l  r e v e n u e s  t o  c o v e r  

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

a s s o c i a t i o n  m e m b e r s .  O r e g o n  a s s e s s e d  a s s o c i a t i o n  m e m b e r s  f o r  

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

d e f i c i t s  v / i l l  b e  f i n a n c e d .

N i n e  o f  t h e  1 2  s t a t e s  t h a t  a s s e s s  d e f i c i t s  a g a i n s t  a s s o c i a t i o n  

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

t a x e s .  A l l o w i n g  a  t a x  c r e d i t  r e s u l t s  i n  r e d u c e d  t a x  c o l l e c t i o n s  

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

g e n e r a l  r e v e n u e s .  I n  t h e  o t h e r  t h r e e  s t a t e s ,  a s s e s s m e n t s  a r e  

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

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

f o r  t h e i r  h e a l t h  i n s u r a n c e  p l a n s .

^ P r e m i u m  i n c o m e  i s  t h e  r e v e n u e  a n  i n s u r e r  e a r n s  f r o m  t h e  s a l e  o f  

i n s u r a n c e .
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A s  s t a t e d  e a r l i e r ,  l e g i s l a t i o n  i n  s i x  s t a t e s  p r o v i d e s  f o r  

s e l f - i n s u r e d  o r g a n i z a t i o n s  t o  b e  r i s k  p o o l  a s s o c i a t i o n  m e m b e r s .

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

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

u n d e r  t h e  E m p l o y e e  R e t i r e m e n t  I n c o m e  S e c u r i t y  A c t  o f  1 9 7 4 ,  t h e y

c a n n o t  b e  r e q u i r e d  t o  p a r t i c i p a t e  i n  r i s k  p o o l s .

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

s t a t e s  w e  r e v i e w e d  b e l i e v e d  t h a t  e x e m p t i n g  s e l f - i n s u r e d

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

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

a s s o c i a t i o n  m e m b e r s .  E v e n  i n  s t a t e s  w h e r e  t a x  c r e d i t s  r e l i e v e  

i n s u r e r s  f r o m  s u b s i d i z i n g  r i s k  p o o l s ,  o f f i c i a l s  w e r e  c o n c e r n e d  

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

M i n n e s o t a ,  f o r  e x a m p l e ,  r e p e a l e d  i t s  t a x  c r e d i t  p r o v i s i o n  i n  1 9 8 7 .

RISK POOL ENROLLMENT AND 
FINANCIAL EXPERIENCE

I n  f i v e  o f  t h e  s i x  p r o g r a m s  w e  r e v i e w e d ,  e n r o l l m e n t  h a s  

i n c r e a s e d  s i n c e  1 9 8 3 .  F o r  t h e  s i x  p r o g r a m s ,  t o t a l  e n r o l l m e n t  

i n c r e a s e d  4 8  p e r c e n t  t o  2 0 , 5 4 5  p e r s o n s .  H o w e v e r ,  t h e  M i n n e s o t a  

r i s k  p o o l ,  w i t h  1 0 , 8 4 2  i n s u r e d ,  h a s  5 3  p e r c e n t  o f  t h e  s i x - s t a t e  

t o t a l .

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

a  l o s s .  I n  1 9 8 6  t h e  p r o g r a m s  p a i d  a n  a v e r a g e  o f  $ 1 . 6 0  i n  c l a i m s  

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

p r e p a r e d  b y  H C F A ,  p r i v a t e  i n s u r e r s  n a t i o n a l l y  p a i d  a b o u t  $ 0 . 8 7  i n  

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

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

t h r e e  s t a t e s  t h a t  d o  n o t  p e r m i t  t a x  c r e d i t s  h a v e  b e e n  m o d e s t  w h e n  

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

S t a t e  o f f i c i a l s  h a v e  f o u n d  t h a t  o f t e n  a  c o n f l i c t  e x i s t s  

b e t w e e n  t h e  o b j e c t i v e s  o f  ( 1 )  i n c r e a s i n g  e n r o l l m e n t  b y  e n h a n c i n g  

t h e  a t t r a c t i v e n e s s  o f  t h e  r i s k  p o o l  p l a n  a n d  ( 2 )  r e d u c i n g  d e f i c i t s  

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

E n r o l l m e n t

E n r o l l m e n t  i n  r i s k  p o o l  p r o g r a m s  h a s  i n c r e a s e d  s i n c e  1 9 8 3 ,  b u t  

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

1 9 8 3  ( t h e  f i r s t  y e a r  a l l  s i x  w e r e  o f f e r i n g  p o l i c i e s )  a n d  t h e  e n d  o f  

1 9 8 6 ,  t h e  n u m b e r  o f  i n s u r e d  g r e w  f r o m  1 3 , 8 4 2  t o  2 0 , 5 4 5 . 5  A b o u t  

h a l f  o f  t h e  i n s u r e d  a t  t h e  e n d  o f  1 9 8 6  w e r e  i n  M i n n e s o t a .  T w o  

n e w e r  p r o g r a m s ,  t h o s e  i n  F l o r i d a  a n d  N o r t h  D a k o t a ,  e x p e r i e n c e d

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

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

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



s i g n i f i c a n t  p e r c e n t a g e  g r o w t h ,  b u t  f r o m  a  l o w  b a s e .  T a b l e  8 

s u m m a r i z e s  t h e  n u m b e r  o f  p o l i c i e s  i n  f o r c e  a t  t h e  e n d  o f  1 9 8 3  a n d  

1 9 8 6 .

Table 8: Risk Pool Insurance Policies in Force 
as of December 31, 1983, and December 31, 1986

P o l i c i e s  i n  f o r c e  a s  o f  

D e c e m b e r  3 1 ,  D e c e m b e r  3 1 ,  C h a n g e  

S t a t e  1 9 8 3  1 9 8 6  ( p e r c e n t )

C o n n e c t i c u t  3 , 4 1 9  2 , 3 1 5  - 3 2

F l o r i d a  4 9  1 , 0 3 6  2 , 0 1 4

I n d i a n a  2 , 2 8 8  2 , 9 9 8  3 1

M i n n e s o t a  6 , 0 4 3  1 0 , 8 4 2  7 9

N o r t h  D a k o t a  2 4 5  1 , 2 7 9  4 2 2

W i s c o n s i n  1 , 7 9 8  2 , 0 7 5  1 5

T o t a l  1 3 , 8 4 2  2 0 . 5 4 5  4 8

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

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

E x c l u d i n g  N o r t h  D a k o t a ,  f o r  w h i c h  d a t a  w e r e  n o t  r e a d i l y  a v a i l a b l e ,  

t h e r e  w e r e  a b o u t  2 3 , 0 0 0  p o l i c i e s  w r i t t e n  a n d  i n  f o r c e  d u r i n g  t h e  3 -  

y e a r  p e r i o d  i n  a d d i t i o n  t o  t h e  1 9 , 2 6 6  p o l i c i e s  i n  f o r c e  o n  D e c e m b e r  

3 1 ,  1 9 8 6 .

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

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

1 9 8 2  W i s c o n s i n  s u r v e y e d  5 6 2  f o r m e r  e n r o l l e e s  a n d  r e c e i v e d  r e s p o n s e s  

f r o m  2 0 8 ,  o r  a b o u t  3 7  p e r c e n t  o f  t h o s e  s u r v e y e d .  A b o u t  2 3  p e r c e n t  

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

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

i n s u r a n c e  c o v e r a g e ,  b e c o m i n g  e l i g i b l e  f o r  M e d i c a r e ,  d y i n g ,  o r  

m o v i n g  o u t  o f  t h e  s t a t e .

F i s c a l  E x p e r i e n c e

R i s k  p o o l s  i n  t h e  s i x  s t a t e s  w e  r e v i e w e d  h a v e  c o n s i s t e n t l y  

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

o p e r a t i n g  l o s s  o f  a b o u t  $ 1 8 . 1  m i l l i o n  i n  1 9 8 6 — a b o u t  t h r e e  t i m e s  

t h e  1 9 8 3  l e v e l .  M i n n e s o t a ,  w i t h  b y  f a r  t h e  l a r g e s t  e n r o l l m e n t ,  

e x p e r i e n c e d  t h e  g r e a t e s t  l o s s ,  $ 9 , 0 2 4 , 2 2 8  i n  1 9 8 6 .  T a b l e  9 

c o m p a r e s  p r o g r a m  o p e r a t i n g  r e s u l t s  f o r  c a l e n d a r  y e a r s  1 9 8 3  a n d  

1 9 8 6 .
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Table 9; Comparison of Riak Pool Deficita 
for Calendar Years 1983 and 1986

D e f i c i t  o r  ( s u r p l u s )  C h a n g e

S t a t e 1 9 8 3 1 9 8 6 ( p e r c e i

C o n n e c t i c u t $ 5 0 8 , 7 2 1 $ 8 8 5 , 3 7 5 7 4

F l o r i d a ( 6 , 2 7 6 ) a 6 8 1 , 1 5 7 b

I n d i a n a 1 7 7 , 6 5 7 5 , 1 6 0 , 9 8 2 2 , 8 0 5

M i n n e s o t a 3 , 9 7 2 , 6 3 4 9 , 0 2 4 , 2 2 8 1 2 7

N o r t h  D a k o t a 2 3 0 , 8 9 6 1 , 6 3 3 , 2 1 9 6 0 7
W i s c o n s i n 1 , 6 0 9 , 0 5 2 6 7 8 , 8 0 6 - 5 8

T o t a l 1 6 , 4 9 2 , 6 8 4 S I R . 0 6 3 . 7 6 7 1 7 8

a T h e  F l o r i d a  r i s k  p o o l  w a s  i n  o p e r a t i o n  o n l y  d u r i n g  t h e  l a s t  4  

m o n t h s  o f  1 9 8 3  a n d ,  a c c o r d i n g  t o  p r o g r a m  o f f i c i a l s ,  h a d  a  s u r p l u s  

p r i m a r i l y  b e c a u s e  o f  t h e  1 2 - m o n t h  w a i t i n g  p e r i o d  f o r  c o v e r a g e  o f  

p r e e x i s t i n g  m e d i c a l  c o n d i t i o n s .

^ P e r c e n t a g e  c h a n g e  n o t  c a l c u l a t e d .

F r o m  c a l e n d a r  y e a r  1 9 8 3  t o  c a l e n d a r  y e a r  1 9 8 6 ,  p r e m i u m  i n c o m e  

f o r  t h e  s i x  p r o g r a m s  i n c r e a s e d  b y  1 7 8  p e r c e n t ,  w h i l e  c l a i m s  e x p e n s e  

i n c r e a s e d  b y  1 9 0  p e r c e n t .  M e a n w h i l e ,  t h e  l o s s  r a t i o — t h e  r a t i o  o f  

c l a i m s  e x p e n s e s  t o  p r e m i u m  i n c o m e — i n c r e a s e d  f r o m  $ 1 . 5 4  i n  c l a i m s  

p e r  d o l l a r  o f  i n c o m e  i n  1 9 8 3  t o  $ 1 . 6 0  i n  1 9 8 6 .  I n  c o m p a r i s o n ,  t h e  

l o s s  r a t i o  f o r  h e a l t h  i n s u r e r s  n a t i o n a l l y ,  a c c o r d i n g  t o  H C F A  

e s t i m a t e s ,  w a s  $ 0 . 8 7  p e r  d o l l a r  o f  p r e m i u m  i n c o m e  d u r i n g  1 9 8 6 .

T a b l e  1 0  s h o w s  t h e  l o s s  r a t i o s  f o r  t h e  s i x  s t a t e s  f o r  c a l e n d a r  

y e a r s  1 9 8 3 - 8 6 .

Table .10; Risk Pool Loss Ratios for 
Calendar Years 1983-86

C l a i m s  p a i d  p e r  d o l l a r  o f  

__________ p r e m i u m  i n c o m e ________

S t a t e 1 9 8 3 1 9 8 4 1 9 8 5 1 9 8 6

C o n n e c t i c u t $ 1 . 1 0 $ 1 . 2 8 $ 1 . 3 9 $ 1 . 1 9

F l o r i d a a 0 . 2 8 1 . 7 9 1 . 2 5

I n d i a n a 0 . 8 3 1 . 5 6 1 . 3 0 1 . 7 0

M i n n e s o t a 1 . 8 7 1 . 6 5 1 . 4 9 1 . 7 6

N o r t h  D a k o t a 2 . 4 9 2 . 3 2 1 . 9 1 2 . 1 7

W i s c o n s i n 3 . 0 2 2 . 0 7 1 . 3 5 1 . 1 9

a T h e  F l o r i d a r i s k  p o o l  w a s i n  o p e r a t i o n o n l y  d u r i n g t h e

m o n t h s  o f  1 9 8 3  a n d ,  a c c o r d i n g  t o  t h e  p o o l ' s  a u d i t e d  f i n a n c i a l  

s t a t e m e n t s ,  d i d  n o t  i n c u r  c l a i m s  e x p e n s e  d u r i n g  t h e  p e r i o d .
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Adm inistrative Expenses
R i s k  p o o l s  i n  t h e  s i x  s t a t e s  w e  r e v i e w e d  r e i m b u r s e  t h e  c o m p a n y  

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

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

r e i m b u r s e m e n t ,  h o w e v e r ,  i s  g e n e r a l l y  s u b j e c t  t o  l i m i t s .  T h r e e  

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

i n c u r r e d ,  b u t  M i n n e s o t a  a n d  N o r t h  D a k o t a  l i m i t  t h e  r e i m b u r s e m e n t  t o  

1 2 . 5  p e r c e n t  o f  c l a i m s  e x p e n s e s .  I n d i a n a  a n d  W i s c o n s i n  p a y  t h e  

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

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

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

a d m i n i s t r a t i v e  e x p e n s e s ,  r e i m b u r s e s  t h e  a d m i n i s t r a t o r  f o r  a l l  

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

a d d i t i o n a l  a c t i v i t y - r e l a t e d  f e e s .  A d m i n i s t r a t i v e  e x p e n s e s  r a n g e d  

f r o m  a b o u t  3 . 7  p e r c e n t  o f  c l a i m s  e x p e n s e s  i n  C o n n e c t i c u t  a n d  

I n d i a n a  t o  a b o u t  1 4 . 9  p e r c e n t  o f  c l a i m s  i n  F l o r i d a .

A s s e s s m e n t s

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

t h r o u g h  a s s e s s m e n t s  v o t e d  b y  t h e  a s s o c i a t i o n ' s  g o v e r n i n g  b o a r d .  

B e c a u s e  t h e  a s s o c i a t i o n  n o r m a l l y  m a i n t a i n s  a  c a s h  r e s e r v e ,  

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

g i v e n  y e a r .  T a b l e  1 1  s h o w s  t h e  1 9 8 6  a s s e s s m e n t s  i n  t h e  s i x  s t a t e s .

Table 11: Assessments Levied on Members of State 
Risk Pool Associations— 1986

S t a t e  A s s e s s m e n t

C o n n e c t i c u t  $ 1 , 4 9 0 , 3 8 7

F l o r i d a  0  . .

I n d i a n a  4 , 6 8 3 , 6 6 2

M i n n e s o t a  9 , 0 5 4 , 4 3 2

N o r t h  D a k o t a  1 , 5 0 9 , 7 8 0

W i s c o n s i n  7 5 0 , 0 0 0

T o t a l  $ 1 7 , 4 8 8 , 2 6 1

D e s p i t e  c o n c e r n s  e x p r e s s e d  t h a t  r i s k  p o o l  l o s s e s  w i l l  

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

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

t h e  s t a t e s .  F o r  t h e  t h r e e  s t a t e s  t h a t  d i d  n o t  p e r m i t  t a x  c r e d i t s ,  

r i s k  p o o l  a s s e s s m e n t s  r e p r e s e n t e d  l e s s  t h a n  1 p e r c e n t  o f  t h e  t o t a l  

v o l u m e  o f  p r e m i u m  i n c o m e  i n  t h o s e  s t a t e s .
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Program Features That
H a v e  A f f e c t e d  O p e r a t i o n s

O f f i c i a l s  i n  t h e  s i x  s t a t e s  h a v e  a d j u s t e d  p r o g r a m  r e q u i r e m e n t s  

a n d  b e n e f i t s  t o  a c h i e v e  t w o  s o m e t i m e s  c o n f l i c t i n g  o b j e c t i v e s —  

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

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

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

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

o f  p r e e x i s t i n g  c o n d i t i o n  w a i t i n g  p e r i o d s  c o n t r i b u t e  t o  i n c r e a s e d  

p r o g r a m  l o s s e s .  H o w e v e r ,  w h e n  p r o g r a m  a d m i n i s t r a t o r s  h a v e  

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

r e s t r i c t i o n s ,  e n r o l l m e n t  h a s  e i t h e r  d e c r e a s e d  o r  i n c r e a s e d  a t  a  

l o w e r  r a t e .

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

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

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

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

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

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

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

o n  p r o g r a m  o p e r a t i o n s .

E f f o r t s  t o  I n c r e a s e

E n r o l l m e n t

M i n n e s o t a  h a s  t h e  l a r g e s t  e n r o l l m e n t  o f  t h e  s i x  r i s k  p o o l  

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

1 9 8 3 .  M i n n e s o t a  l a w  l i m i t s  r i s k  p o o l  p r e m i u m  r a t e s  t o  1 2 5  p e r c e n t  

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

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

a u t h o r i z e d  a n  i n c r e a s e  i n  p r e m i u m  r a t e s  s i n c e  1 9 8 5  e v e n  t h o u g h  t h e  

l a w  w o u l d  h a v e  p e r m i t t e d  i t .  A s  a  r e s u l t ,  t h e  p r o g r a m  h a s  t h e  

l o w e s t  p r e m i u m  r a t e s  o f  t h e  s i x  p r o g r a m s  r e v i e w e d .

W i s c o n s i n  h a s  t a k e n  s e v e r a l  s t e p s  t o  b o o s t  e n r o l l m e n t .  I n  

1 9 8 5  i t  i m p l e m e n t e d  a  p r o g r a m ,  f i n a n c e d  b y  s t a t e  r e v e n u e s ,  t o  

s u b s i d i z e  r i s k  p o o l  p r e m i u m s  f o r  l o w - i n c o m e  i n d i v i d u a l s .  P e r s o n s  

w i t h  a  h o u s e h o l d  i n c o m e  o f  l e s s  t h a n  $ 1 6 , 5 0 0  a r e  e l i g i b l e  f o r  t h e  

p r e m i u m  s u b s i d y ,  w h i c h  v a r i e s  w i t h  i n c o m e .  T a b l e  1 2  s h o w s  t h e  

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

a s s i s t e d  a s  o f  D e c e m b e r  3 1 ,  1 9 8 6 .
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Table 12; Subsidy Percentage by Income and Number of 
Persons Assisted by the Wisconsin Program

H o u s e h o l d

i n c o m e

S u b s i d y  a s  a  

p e r c e n t a g e  o f  p r e m i u m

N u m b e r  o f  

p o l i c i e s

U n d e r  $ 9 , 0 0 0  

$ 9 , 0 0 0 - $ l l , 9 9 9  

$ 1 2 , 0 0 0 - $ 1 4 , 9 9 9  

$ 1 5 , 0 0 0 - $ 1 6 , 4 9 9

3 3 . 3  

2 9 .  3

2 3 . 0

1 7 . 0

2 5 3

1 5 1

1 3 8

5 7

T o t a l 5 9 9

P a r t i c i p a n t s  i n  t h i s  p r o g r a m  r e p r e s e n t e d  a b o u t  2 9  p e r c e n t  o f  r i s k  

p o o l  e n r o l l e e s  a s  o f  D e c e m b e r  3 1 ,  1 9 8 6 .  W i s c o n s i n  o f f i c i a l s  

e s t i m a t e d  t h a t  $ 4 3 3 , 0 0 0  w a s  s p e n t  f o r  p r e m i u m  s u b s i d i e s  i n  1 9 8 7 .

I n  1 9 8 8 ,  t h e  s t a t e  w i l l  i n t r o d u c e  a  p r o g r a m  t o  a l s o  s u b s i d i z e  

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

P r o v i s i o n s  t o  w a i v e  t h e  w a i t i n g  p e r i o d  f o r  c o v e r a g e  o f  

p r e e x i s t i n g  m e d i c a l  c o n d i t i o n s  h a v e  p r o v e n  c o s t l y .  I n  1 9 8 3 ,

I n d i a n a  a u t h o r i z e d  a  w a i v e r  f o r  e n r o l l e e s  w h o  p a i d  a  1 0 - p e r c e n t  

p r e m i u m  s u r c h a r g e .  L o s s e s  i n c r e a s e d  s h a r p l y  d u r i n g  1 9 8 3  a n d  1 9 8 4 ,  

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

p r o v i s i o n .  S i m i l a r l y ,  N o r t h  D a k o t a  i n t r o d u c e d  a  w a i v e r  i n  1 9 8 5  t o  

a t t r a c t  e n r o l l m e n t .  A c c o r d i n g  t o  N o r t h  D a k o t a  o f f i c i a l s ,  t h e  

a d d i t i o n a l  r e v e n u e  g a i n e d  f r o m  t h e  5 0 - p e r c e n t  p r e m i u m  s u r c h a r g e  d i d  

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

s i n c e  t e r m i n a t e d  t h i s  w a i v e r  p r o v i s i o n .
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E f f o r t s  t o  C o n t r o l  C o s ts

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

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

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

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

a n d  o u t - o f - p o c k e t  e x p e n s e  l i m i t s  f o r  e n r o l l e e s  i n  1 9 8 5 .  E n r o l l m e n t  

d e c l i n e d  b y  a b o u t  2 0  p e r c e n t  b e t w e e n  D e c e m b e r  3 1 ,  1 9 8 4 ,  a n d  

D e c e m b e r  3 1 ,  1 9 8 5 .  P r o g r a m  o f f i c i a l s  i d e n t i f i e d  t h e  c h a n g e s  a s  a  

m a j o r  f a c t o r  i n  t h e  e n r o l l m e n t  d e c l i n e .  T h e  s t a t e ' s  r o b u s t  e c o n o m y  

a n d  f e d e r a l  l e g i s l a t i o n  e x t e n d i n g  h e a l t h  b e n e f i t s  t o  l a i d - o f f  

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

o f f i c i a l s .

I n  1 9 8 3 ,  W i s c o n s i n  t o o k  v a r i o u s  s t e p s  t o  r e d u c e  r i s k  p o o l  

l o s s e s .  I t  r a i s e d  t h e  l i m i t  o n  r i s k  p o o l  p r e m i u m s  f r o m  1 3 0  t o  1 5 0  

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

f o r  c o v e r a g e  o f  p r e e x i s t i n g  m e d i c a l  c o n d i t i o n s  f r o m  3 0  d a y s  t o  6 

m o n t h s ,  a n d  i n c r e a s e d  t h e  e n r o l l e e ' s  l i a b i l i t y  f o r  o u t - o f - p o c k e t  

m e d i c a l  e x p e n s e s  f r o m  $ 1 , 5 0 0  t o  $ 2 , 0 0 0 .  G r o w t h  i n  p r o g r a m  

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

s u b s i d i e s  p r o v i d e d  t o  l o w - i n c o m e  e n r o l l e e s .

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

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

I n d i a n a  i n c r e a s e d  b a s e  p r e m i u m s  s i g n i f i c a n t l y  a n d ,  i n  J a n u a r y  1 9 8 6 ,  

i n c r e a s e d  t h e  w a i v e r  s u r c h a r g e  f r o m  1 0  t o  2 5  p e r c e n t .  D e s p i t e  t h i s  

a c t i o n ,  l o s s e s  c o n t i n u e d  t o  i n c r e a s e .  P r o g r a m  o f f i c i a l s  b e l i e v e  

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

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

A v e r a g e  c l a i m s  p a i d  p e r  p o l i c y h o l d e r  w e r e  $ 3 , 7 1 3  i n  1 9 8 6 ,  t h e  

h i g h e s t  o f  t h e  s i x  p r o g r a m s  r e v i e w e d .  P r o g r a m  o f f i c i a l s  b e l i e v e  

t h a t  e n r o l l e e s  p a i d  t h e  h i g h e r  p r e m i u m s  a n d  t h e  2 5 - p e r c e n t  w a i v e r  

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

I n d i a n a  h a s  s i n c e  e l i m i n a t e d  t h e  w a i v e r  p r o v i s i o n .

ENROLLEE CHARACTERISTICS

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

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

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

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

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

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

c o n c e r n i n g  t h e  t r e a t m e n t  o f  A I D S  p a t i e n t s .

R e s e a r c h e r s  w h o  h a v e  s t u d i e d  r i s k  p o o l s  b e l i e v e  t h a t  f r o m  0 . 5  

t o  1 p e r c e n t  o f  t h e  p o p u l a t i o n  i s  m e d i c a l l y  u n i n s u r a b l e .  T h e i r  

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

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

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

P o o l  E n r o l l e e s

R i s k  p o o l  e n r o l l e e s  a r e  m o r e  l i k e l y  t o  b e  b e t w e e n  t h e  a g e s  o f  

4 0  a n d  6 4  t h a n  t h e  g e n e r a l  p o p u l a t i o n .  F i v e  o f  t h e  s i x  s t a t e s  

r e v i e w e d  m a i n t a i n e d  d a t a  o n  t h e  a g e  a n d  s e x  o f  e n r o l l e e s .  T a b l e  1 3  

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

D e c e m b e r  3 1 ,  1 9 8 6 ,  t o  t h a t  o f  t h e  U . S .  p o p u l a t i o n  i n  1 9 8 6 .  A b o u t  

5 4  p e r c e n t  o f  t h e  e n r o l l e e s  i n  t h e s e  s t a t e s  w e r e  f e m a l e s ,  c o m p a r e d  

t o  a b o u t  5 2  p e r c e n t  o f  t h e  n a t i o n a l  p o p u l a t i o n .

Table 13; Comparison of Age Distribution of Risk Pool 
Enrollees to the National Population 

as of December 31, 1986a

A g e

c a t e g o r y

P e r c e n t  d i s t r i b u t i o n

R i s k  p o o l  

e n r o l l e e s

N a t i o n a l

p o p u l a t i o n

U n d e r  

3 0 - 3 9  

4 0 - 4 9  

5 0 - 5 9  

6 0 - 6 4  

O v e r  6 4

3 0 2 2

1 4

1 5  

2 6  

1 9

4

4 7

1 6

1 1

9

5

1 2

a T h e  C e n s u s  B u r e a u  d o e s  n o t  p u b l i s h  a g e  d i s t r i b u t i o n  e s t i m a t e s  f o r  

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

p o o l s  m a i n t a i n .  A n a l y s i s  o f  C e n s u s  B u r e a u  s t a t e - l e v e l  d a t a  s h o w s  

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

t h e  n a t i o n  a r e  n o t  s i g n i f i c a n t .  . .

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

t h e  m a k e u p  o f  r i s k  p o o l  e n r o l l m e n t .  F i r s t ,  w o m e n  a r e  l e s s  l i k e l y  

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

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

i n s u r a n c e  p l a n s ;  a n d  a s  a  r e s u l t ,  w o m e n  a r e  a t  g r e a t e r  r i s k  o f  

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

s p o u s e .  S e c o n d ,  m i d d l e - a g e d  w o r k e r s  w h o  l o s e  c o v e r a g e  u n d e r  g r o u p  

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

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

i n  o b t a i n i n g  c o m m e r c i a l  h e a l t h  i n s u r a n c e .  F i n a l l y ,  l a r g e  n u m b e r s  

o f  p e r s o n s  6 5  a n d  o l d e r  m a y  n o t  b e  e n r o l l e d  b e c a u s e  t h e y  a r e  

g e n e r a l l y  c o v e r e d  b y  M e d i c a r e .

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

i n f o r m a t i o n  o n  i t s  p r o g r a m  e n r o l l e e s .  I n  1 9 8 6 ,  W i s c o n s i n  s u r v e y e d  

1 , 9 1 9  e n r o l l e e s  a n d  r e c e i v e d  r e s p o n s e s  f r o m  1 , 1 0 1 ,  o r  a b o u t  5 7  

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

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

i n f o r m a t i o n  o n  t h e  r e s p o n d e n t s .  W i s c o n s i n  f o u n d  t h a t
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—  6 1  p e r c e n t  w e r e  n o t  e m p l o y e d ,  a n d  1 3  p e r c e n t  w e r e  e m p l o y e d  

p a r t  t i m e ;  a n d

—  8 8  p e r c e n t  o f  t h o s e  w h o  w e r e  e m p l o y e d  w o r k e d  f o r  f i r m s

e m p l o y i n g  2 5  o r  f e w e r  p e o p l e — f i r m s  l e s s  l i k e l y  t o  p r o v i d e  

g r o u p  h e a l t h  i n s u r a n c e .

C o s t  a n d  N a t u r e  o f  

M e d i c a l  S e r v i c e s  U s e d

T h e  s i x  s t a t e s  w e  r e v i e w e d  d i d  n o t  g a t h e r  c o n s i s t e n t  d a t a  o n  

t h e  h e a l t h  c a r e  c o s t s  r i s k  p o o l  e n r o l l e e s  i n c u r .  A v a i l a b l e  

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

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

o f  t h e  a v e r a g e  p e r s o n .  T a b l e  1 4  p r e s e n t s  1 9 8 6  c l a i m s  e x p e n s e s  p e r  

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

f o r  t h e  y e a r  i n  t h e  s i x  s t a t e s .  T h e  s t a t e s  d i d  n o t  m a i n t a i n  

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

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

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

u n d e r  a  p o l i c y .

Table 14; Average 1986 Claims Expensea per Policyholder 
for State Risk Pool Programs

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

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

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

s i x  s t a t e s  w a s  $ 2 , 1 4 0 .  I n  c o m p a r i s o n ,  a c c o r d i n g  t o  e s t i m a t e s  

p r e p a r e d  b y  t h e  D e p a r t m e n t  o f  H e a l t h  a n d  H u m a n  S e r v i c e s ,  p e r  c a p i t a  

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

p a y m e n t s ,  a v e r a g e d  a b o u t  $ 1 , 6 2 0  n a t i o n a l l y  i n  1 9 8 6 .

T h r e e  s t a t e s  h a v e  g a t h e r e d  i n f o r m a t i o n  o n  t h e  c o n d i t i o n s  t h a t  

e n r o l l e e s  s u f f e r  f r o m ,  a n d  o n e  s t a t e  h a s  g a t h e r e d  i n f o r m a t i o n  o n  

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

i n  t h e  p r i v a t e  m a r k e t .  T h e  c o m p a n y  t h a t  a d m i n i s t e r s  t h e  F l o r i d a ,  

I n d i a n a ,  a n d  W i s c o n s i n  p r o g r a m s  s u m m a r i z e s  c l a i m s  e x p e n s e s  b y  t h e  

h e a l t h  c o n d i t i o n s  t h a t  l e d  e n r o l l e e s  t o  s e e k  t r e a t m e n t .  T h e s e  d a t a  

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

S t a t e

A v e r a g e  c l a i m s  

e x p e n s e  p e r  

p o l i c y h o l d e r

C o n n e c t i c u t

F l o r i d a

I n d i a n a

M i n n e s o t a

N o r t h  D a k o t a

W i s c o n s i n

$ 1 , 7 4 2

2 , 5 0 4

3 , 7 1 3

1 , 8 0 4

2 , 4 9 5

1 , 5 5 5
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t r e a t m e n t  o f  h e a r t  a n d  c i r c u l a t o r y  d i s e a s e s ,  c a n c e r ,  a n d  d i a b e t e s  

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

1 5  s h o w s  t h e  d a t a  f r o m  t h e  t h r e e  s t a t e s .

T a b l e  1 5 :  C o m p a r i s o n  o f  1 9 8 6  C l a i m s  E x p e n s e s  I n c u r r e d ,  

b y  M e d i c a l  C o n d i t i o n ,  f o r  T h r e e  S t a t e  R i s k  P o o l  

P r o g r a m s ,  t o  C o m p a n y ' s  1 9 8 6  A v e r a g e ~ C l a i m 3  E x p e n s e

P e r c e n t  o f  c l a i m s  e x p e n s e s  p a i d

I n d i a n a  W i s c o n s i nM e d i c a l  c o n d i t i o n

C o m p a n y

a v e r a g e F l o r i d a I n d .

H e a r t  a n d  c i r c u l a t o r y  

d i s e a s e s 1 2 1 2 1 5

C a n c e r 7 1 5 1 8

A b d o m i n a l  c o n d i t i o n s 1 0 1 8 1 0

D i a b e t e s 1 5 3

B l o o d  d i s e a s e 1 5 1

A l l  o t h e r 6 9 4 5 5 3

2 3

1 3

7

6

5

4 5

I n  i t s  p e r i o d i c  s u r v e y s ,  W i s c o n s i n  a s k s  e n r o l l e e s  a b o u t  t h e  

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

i n s u r a n c e .  I n  1 9 8 6 ,  a b o u t  2 2  p e r c e n t  o f  t h o s e  w h o  r e s p o n d e d  

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

i n s u r a n c e .  A b o u t  1 1  p e r c e n t  c i t e d  h y p e r t e n s i o n ;  1 4  p e r c e n t ,  

d i a b e t e s ;  a n d  9  p e r c e n t ,  c a n c e r .

I m p a c t  o f  A I D S  o n  

R i s k  P o o l  P r o g r a m s

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

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

A I D S  p a t i e n t s .  T h e  p r e s i d e n t  o f  t h e  H e a l t h  I n s u r a n c e  A s s o c i a t i o n  

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

c a n  b e a r  t h e  b u r d e n  o f  " t h e  a l a r m i n g  m e d i c a l  b i l l  f o r  A I D S . "  

L i k e w i s e ,  t h e  e x e c u t i v e  d i r e c t o r  o f  t h e  G a y  M e n ' s  H e a l t h  C r i s i s ,  a n  

o r g a n i z a t i o n  i n t e r e s t e d  i n  A I D S - r e l a t e d  h e a l t h  c a r e  i s s u e s ,  h a s  

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

a b o u t  t h e  c a t a s t r o p h i c  c o s t  o f  t r e a t i n g  A I D S  p a t i e n t s .  B o t h  h a v e  

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

f i n a n c i n g  « I D S  c a r e .

P r o g r a m  o f f i c i a l s  i n  t h e  s i x  s t a t e s  r e v i e w e d  e x p r e s s e d  c o n c e r n  

a b o u t  t h e  p o t e n t i a l  i m p a c t  o f  A I D S - r e l a t e d  c o s t s  o n  t h e i r  r i s k  p o o l  

p r o g r a m .  N o n e  o f  t h e  s t a t e s  l i m i t  c o v e r a g e  o f  A I D S ,  a n d  f o u r  

s t a t e s — I n d i a n a ,  I o w a ,  M i n n e s o t a ,  a n d  N e b r a s k a — s p e c i f i c a l l y  m a k e  

i n d i v i d u a l s  d i a g n o s e d  w i t h  A I D S  e l i g i b l e  f o r  t h e i r  p r o g r a m s .  N o n e  

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

d e v e l o p  A I D S  w e r e  e n r o l l e d  i n  t h e i r  p r o g r a m s  o r  w h e t h e r  e n r o l l e e s  

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

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

a p p e a r e d  t o  b e  c o n s i s t e n t  w i t h  a n  A I D S  d i a g n o s i s .
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HAVE THE PROGRAMS MET EXPECTATIONS?

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

p o o l  p r o g r a m  p e r f o r m a n c e .  R i s k  p o o l  l e g i s l a t i o n  e m e r g e d  i n  

r e s p o n s e  t o  a  p e r c e p t i o n  t h a t  o p p o r t u n i t i e s  t o  p u r c h a s e  h e a l t h  

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

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

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

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

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

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

m e d i c a l  c o n d i t i o n s  a m o n g  i n s u r e r s  m o r e  e q u i t a b l y .  L e g i s l a t i o n  

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

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

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

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

t o  a c c o m p l i s h .

T h e  i n f o r m a t i o n  t h a t  w o u l d  b e  n e e d e d  t o  e v a l u a t e  p r o g r a m  

p e r f o r m a n c e  g e n e r a l l y  h a s  n o t  b e e n  d e v e l o p e d .  O f f i c i a l s  i n  t h e  s i x  

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

u n i n s u r a b l e  p o p u l a t i o n  i n  t h e i r  s t a t e s .  C o n s e q u e n t l y ,  p r o g r a m  

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

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

i n f o r m a t i o n  o n  t h e  m a k e u p  o f  t h e  e n r o l l e e  p o p u l a t i o n .  A s  a  r e s u l t ,  

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

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

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

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

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

SUMMARY

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

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

h e a l t h .  T h e  s i x  p r o g r a m s  t h a t  w e  r e v i e w e d  h a v e  a s s i s t e d  a  l i m i t e d  

n u m b e r  o f  p e r s o n s .  A s  o f  F e b r u a r y  1 9 8 8 ,  c o n c l u s i v e  e v i d e n c e  t o  

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

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

h e a l t h  c a r e  f o r  t h e  u n i n s u r e d ,  h a d  n o t  b e e n  d e v e l o p e d .
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S T A T E S  I N  W H I C H  B L U E  C R O S S  A N D  B L U E  S H I E L D  

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

D i s t r i c t  o f  C o l u m b i a

M a r y l a n d

M a s s a c h u s e t t s

M i c h i g a n

N e w  H a m p s h i r e

N e w  J e r s e y

N e w  Y o r k

N o r t h  C a r o l i n a

P e n n s y l v a n i a

R h o d e  I s l a n d

V e r m o n t

V i r g i n i a
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S T A T E S  T H A T  C O N S I D E R E D ,  B U T  D I D  N O T  E N A C T ,  

L E G I S L A T I O N  A U T H O R I Z I N G  A  R I S K  P O O L  D U R I N G  1 9 8 7

A l a s k a

C a l i f o r n i a

G e o r g i a

M i s s i s s i p p i

M i s s o u r i

N e w  Y o r k

O h i o

S o u t h  C a r o l i n a  

S o u t h  D a k o t a  

T e x a s  

V e r m o n t  

W e s t  V i r g i n i a
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P R I V A T E  G R O U P S  A N D  O R G A N I Z A T I O N S  

C O N T A C T E D  T O  O B T A I N  I N F O R M A T I O N  O N  R I S K  P O O L S

A m e r i c a n  D i a b e t e s  A s s o c i a t i o n  

W a s h i n g t o n ,  D . C .

B l u e  C r o s s  a n d  B l u e  S h i e l d  A s s o c i a t i o n  

W a s h i n g t o n ,  D . C .

C e n t e r  f o r  H e a l t h  A f f a i r s  

C h e v y  C h a s e ,  M a r y l a n d

C o m m u n i c a t i n g  f o r  A g r i c u l t u r e  

M i n n e a p o l i s ,  M i n n e s o t a

E m p l o y e e  B e n e f i t s  R e s e a r c h  I n s t i t u t e  

W a s h i n g t o n ,  D . C .

H e a l t h  I n s u r a n c e  A s s o c i a t i o n  o f  A m e r i c a  

W a s h i n g t o n ,  D . C .

I n t e r g o v e r n m e n t a l  H e a l t h  P o l i c y  P r o j e c t  

G e o r g e t o w n  U n i v e r s i t y  

W a s h i n g t o n ,  D . C .

N a t i o n a l  A s s o c i a t i o n  o f  I n s u r a n c e  C o m m i s s i o n e r s  

K a n s a s  C i t y ,  K a n s a s

N a t i o n a l  G o v e r n o r s ’ ‘A s s o c i a t i o n  

W a s h i n g t o n ,  D . C .

N a t i o n a l  H e a l t h  P o l i c y  F o r u m  

G e o r g e  W a s h i n g t o n  U n i v e r s i t y  

W a s h i n g t o n ,  D . C .

T h e  C e n t e r  f o r  S t u d y  o f  S o c i a l  P o l i c y  

W a s h i n g t o n ,  D . C .

U r b a n  I n s t i t u t e  

W a s h i n g t o n ,  D . C .

W a s h i n g t o n  B u s i n e s s  G r o u p  o n  H e a l t h  

W a s h i n g t o n ,  D . C .

( 1 0 1 1 2 2 )
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Insurers Weeding Out the Sick
Even in large gr ou p plans, those with pr ob l e m s c a n  lose c o ve r a ge

Hi/ Gina Kolata 
.Veto Y o rk  T im es

N e w  York
In a new practice, some 

health insurance companies 
arc starting to divide the sick 
from the well, even In large 
groups that were once a bas­
tion of security in a tumultu­
ous industry.

Families in large groups had 
always felt that if they had been 
part of the group for at least six 
months or a year, their medical 
costs would be covered and their 
premiums would remain stable. 
But now, some insurance compa­
nies are drastically raising rates 
for sick people, and even for peo­
ple they think may become sick..

The result, said Dr. Norman 
Daniels, an ethicist at Tufts Uni­
versity who is an expert on 
health Insurance, is that "no one 
in this country with private 
health insurance coverage who 
is in any kind of group plan is 
free from the kind of uncertain­
ty that competition is produc­
ing."

One Family** Story
No one knows how common 

it is for insurance companies to 
raise the rates for the sick in 
large groups, which usually con­
sist of employees at big corpora­
tions or members of special-in- 
terest organizations. But the ex­
perience of Kathleen Renshaw 
of Leucadia, Calif., and others 
shows that the problem, once 
thought to be limited to small 
groups, is spreading to large 
groups as well.

Renshaw finally admitted de­
feat in her struggle to keep 
group health Insurance for her 
family when the annual premi­
u m  reached $10,000 a year. Her 
problem is her 8-year-old daugh­
ter, Marisa, an exuberant child 
who swims on a team and takes 
singing lessons.

But Marisa has only one kid­
ney, and it does not fully func­
tion. She needs regular checkups 
and may face kidney failure in 
the future. When the family's in­
surance company learned of the 
problem, which doctors discov­
ered when Marisa was 3, it began 
doubling the family's health in­
surance premiums each year, 
the maximum increase allowed 
by California law.

Finally, the family could no 
longer pay, and no other compa­
ny would insure them. Along 
with Marisa, Renshaw, her hus­
band, William Harvey, and their 
4-year-old daughter, Kirsten, 
who has no medical problems, 
were out in the cold.

Renshaw and Harvey never 
thought they would be without 
health insurance. They both 
have jobs, they bought group 
health insurance through the 
alumni association at the Univer­
sity of California at San Diego, 
and they always paid their pre­
miums.

"I thought that when you pay 
insurance, the Insurance compa­
nies will pay for you when you 
get sick," Renshaw said.

^Spiral of Exclusion*
Donald Light, a sociologist 

who Is professor of health policy 
at the University of Medicine 
and Dentistry of N e w  Jersey, 
said the family’s experience is “a 
tragic example of the spiral of 
exclusion that is spreading 
through the entire health care 
industry.”

Light said the practice of rais­
ing rates for people who are sick 
or have pre-existing conditions 
began in small groups, like self- 
insured small businesses, In the 
mid- to late 1980s. Although it is 
still most common in small 
groups, he said, it is spreading to 
larger and larger groups. The

group Renshaw and Harvey join­
ed has thousands of families.

Donald B. White, a spokes­
man for the Health Insurance 
Association of America, which 
represents commercial insur­
ance companies, said that what 
happened to Renshaw's family is 
unacceptable. He said it is be­
cause of cases like hers that "we 
and everyone else are proposing 
reforms that would change the 
laws so that could not happen 
again."

White said most problems are 
with small groups, so the insur­
ance association has proposed 
legislation to change that mar­
ket It wants federal laws to 
guarantee that high-risk people 
in small groups can buy insur­
ance at a cost that is no more 
than 50 percent more than the 
average premium.

legislation

Senator Lloyd Bentsen, D- 
Texas, has introduced a bill In 
Congress that would prevent the 
exclusion of sicker people from 
health insurance coverage sold 
to small businesses and would 
prevent small groups from can­
celing policies of sicker people.

But these remedies do not ad­
dress the situation Renshaw and 
Harvey faced because they were 
not Insured with a small group.

Through a catastrophic 
health Insurance plan of the Cali­
fornia Children Services, Marisa 
is now covered for major prob­
lems with her kidney, but noth­
ing else.

And Renshaw said tills cover­
age is available only if r. family of 
four has an income of $40,000 or 
less. But If Renshaw, now a sub­
stitute teacher, gets a full-time 
teaching job, which she has been 
seeking, the family would be dis­
qualified. In. that case, she said, 
"our next option to a divorce.’* "
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S T A Y IN G  A H E A D  Q u i n n
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H a v i n g  H e a l t h  I n s u r a n c e  9s N o  G u a r a n t e e  o f  C o v e r a g e

A mericans who have health insurance may 
complacently ignore the terrors of the 

people without.

But there's a mounting risk your health in­
surer will fall, leaving you with unpayable bills. 
The toll is cutting across every kind of medical- 
paynient group.

H  According to Standard &  Poor’s, 121 life 
and health insurance companies went broke in 
the past three years.

n  Blue Cross and Blue Shield of Charleston, 
W.Va., collapsed in 1990, leaving some $41 mil­
lion in unpaid bills.

IS At least 131 Health Maintenance Organi­
zations failed between 1986 and 1990, says Jon 
Christianson, a professor in the School of Pub­
lic Health, University of Minnesota.

■ Unknown numbers of multiple employer 
welfare arrangements have gone broke, often 
through fraud. M E W A s  sign up small compa­
nies that can’t afford coverage from the major 
insurers. Some M E W A s  are legitimate, but oth­
ers collect premiums and then skip.

So serious is the carnage that, in some 
states, doctors and hospitals require their pa­
tients to agree, in writing, to pay any bill that 
their insurer defaults on.

When looking for a sound insurance compa­
ny, all you can go by is its safety rating. You 
want an A +  from A.M. Best and A A A  from at 
least one of the other major rating firms —  
Moody’s, Standard & Poor’s or Duff and Phelps. 
S&P also passes out “q” ratings for insurers it 
hasn’t examined in full —  the highest being 
BBBq. Such a company might be an A A A  had 
S&P examined its books.

No rating system covers HMOs. A.M. Best

doesn't rate the Blues, either, although a few 
arc rated by S&P. To get the current financial 
statement of any Blue plan, call its public Infor­
mation department or your state’s insurance 
commission. Look to see if it’s making or losing 
money.

With MEWAs, the sign of a high-risk plan is 
lower monthly premiums than the competition 
offers. Employers shouldn’t buy into a M E W A  
without asking their state insurance commis-

The sign of a high-risk plan 
is lower monthly premiums 
than the competition offers

sion if the plan is licensed for sale there and 
whether there have been any complaints. 
Avoid new MEWAs.

If your insurer fails, leaving you with un­
paid bills, you might be caught by one of the 
following safety nets:

■ "Hold-harmless" clauses. These stop doc­
tors and hospitals from dunning individuals for 
bills that should have been paid by their medi- 
cal-servico plans. All federally qualified H M O s  
have them, as do H M O s  in 33 states. Some states 
also require them of the Blues and of regular 
insurance plans. Some doctors ignore hold- 
harmless clauses and bill their patients anyway 
(ask your state insurance department if you 
have to pay). If you sign an agreement to pay 
when you enter a hospital you might, in some 
states, lose the protection of a hold-harmless 
clause.

B  State guaranty funds. All the states —  the 
only exception being the District of Columbia 
—  now provide guaranty funds for individual 
policies. They cover up to $100,000 of medical: 
expenses (more in some states) for insurers li-j 
censed to sell in the state. Most group-health | 
plans aren’t included, however, nor are ME-: 
WAs. Eighteen funds now cover the Blues; Bev-J 
en cover HMOs, •, |

In general, the funds guarantee (up to the 
dollar limits of state law) all your back bills, all, 
your current bills, and. all future bills until you 1 
find another insurer or your policy comes u p 1 
for renewal, which may be anytime from to-; 
morrow to 12 months. Starting from the time 
your insurer failed, you have to pay prepiiums 
to the guaranty fund, perhaps at a hlghei* rate 
than you paid before.

B Insurance-agent liability. If your agent 
sold you a policy from a company not licensed; 
in your state, the agent may be liable for any ; 
bills the company defaults on. Pennsylvania,: 
which is vigorously pursuing M E W A  cases, has j 
collected more than $70,000 from agents on be­
half of consumers, says Linda Wells, chief 
counsel for the state insurance department 
Some states hold agents liable if they knew or 
should have known that the company was in­
solvent, says Washington, D.C., attorney Grego- i 
ry Luce. . ;

If you work for abig company whose insur-1 
er fails, the chances are good that your employ-! 
er will cover your bills. Smaller companies, I 
however, may not be able to afford it. Soir.'T- j 
times doctors and hospitals don’t bill patients i 
whose insurers collapse, but that’s not a sure! 
thing, either. You have to get lucky, which is n o , 
way to run a health-insurance system.
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...covering state, federal and private-sector developments in health benefits reform

Blues Release New Health 
Insurance Reform Proposal
In testimony before the House Ways 

and Means Committee, Bernard 

Tresnowski, President of the Blue 

Cross Blue Shield Association, pre­

sented a new health reform proposal 
that, he said, had been unanimously 

approved by his board of directors 

just days before. H e  said,"we must 

create a new insurance environment 

—  patterned on the Blue Cross and 

Blue Shield organization's historic

The proggesr'vwuId eliminate most 

existing heal th insurance companies 

by allowing tax deductions only for 

benefits purchased from "qualified 

carriers." To become qualified, an 

insurer wouId have to meet federally 

imposed standards that would in­

clude the use of participating pro­

vider arrangements and managed 

care techniques. "Under our ap­

proach, w e  would stop rewarding 

insurance companies that are prin­

cipally claims processors and medi­

cal underwriters," Mr. Tresnowski 

told the committee.

H e  said qualified carriers, "must 

demonstrate proven records of 

managing health care costs effec­

tively, including a capacity to per­

form utilization management, se­

lective provider contracting and 

uniform billing and data collection."

Mr. Tresnowski said this emphasis 

on managed care, combined with 

with reform of the medical mal­

practice system would control heal th 

care costs better than regulatory 

approaches could.

For assuring universal coverage, Mr. 

Tresnowski proposed requiring 

small employers to offer, but not pay 

for, employee coverage. Those w h o  

do not fund coverage "would be 
subject to an assessment which 

would be significandy less than the 

cost of contributing to coverage."

Employees would be required to 

"accept" the coverage, and be re­

quired to pay for it unless their e m­

ployer could be persuaded to pick 

up the tab.

Mr. Tresnowski does not directly 

discuss thecostimpactonindividual 

employees, except to say "substan­

tial tax subsidies" would be made 

available to low income employees, 

and "most employees" would have 

most of their premium paid by their 

(P lease turn to page 2 )

T w e n t y - f i v e  S t a t e s  N o w  H w e  

E n a c t e d  H i g h  R i s k  P o o l s

Twenty-five states have enacted in­

surance pools for their high risk 

populations. According to infor­

mation compiled by Communicating 

for Agriculture (CA) these pools 

(also k n o w n  as "Comprehensive 

Health Insurance Plans" or CHIPs) 

enroll 76,873 people (see charts on 

pages 4 and 5).

The pools are intended to provide 

subsidized coverage to individuals 

with existing medical conditions 

w h o  are unable to obtain insurance 

in the private market They typically 

provide major medical benefits with 

substantial deductibles and 

copayments. They also charge from 

125% to 400% of the standard pre­

m i u m  for similar benefits within the 

state. At these rates the pools are 

clearly not intended to help people 

of limited means, but are aimed at 

those with financial resources w h o  

are otherwise uninsurable.

While the pools do not cover large 

numbers of people, they have an 

effect well in excess of raw enroll­

ment figures because of the high use 

of services by those w h o  are enrolled. 

According to the most recent avail­

able numbers, the seventeen state 

pools which have been active long 

enough to pay claims, pay over $185 

million per year for 67,972 enrollees 

- an average payment of $2,72630. 

For this coverage enrollees pay pre­

miums averaging $1,583.24 per per­

son per year. The difference is made 

up for by any one of several subsidy 

approaches.

NAIC Model Revisions

H o w  to subsidize the pools for losses 

in excess of premium income has 

been the biggest issue of contention 

for those states that have not yet 

adopted a pool. The National Asso­

ciation of Insurance Commissioners 

(P lease turn to page 4 )
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2 5  S t a t e s

(Continued from  page I )
(NAIC) has had a working group of 

regulators, chaired by South 

Dakota's Director of Insurance Mary 

Jane Cleary, looking into this and 

several other issues for the past two 

years. This working group is about 

to release a revised model act for 

public comment with the hope that 

it will be adopted at the December 

N A I C  meeting in Houston.

Other issues considered by the N  AIC 

group were benefit structure, pool 

administration, and whether group 

plans should be allowed to refer 

high-risk employees to the pool. 

Discussion of each of these issues 

follows.

Financing

States have adopted a wide range of 

financing mechanisms for their high- 

risk pools. Nearly all of the early 

ones were view 2d as i r.dustry-based 
residual market mechanisms that 

were organized, operated and fi­

nanced by the health insurance in­

dustry. The industry was assessed 

for any excess losses but could take 

the assessments as a credit against 

their premium tax obligation.

More recently pools have been seen 

as public programs, usually with 

broad-based boards of directors and 

broad-based funding. Several are 

n o w  financed through general rev­

enues, others use dedicated taxes on 

tobacco or hospital services. The 

n e w  N A I C  model act references all 

the available financing mechanisms 

without recommending reliance on 

any one of them. Director Cleary 

says the model lays out the follow­

ing funding sources:

• Premiums from enrollees

• Healthinsurerassessmentswith 

full or partial tax offsets

• Per capita assessments on insur­

ers and reinsurers

- Highi Risk Pools
je. ::y

- Financial Experience . 1 / ••
'

Enrollment Premiums
Colloded

Por Person 
Premium

Claims Paid Per Person 
Claims

CA 8,901 n/a n/a n/a n/a

CO n/a n/a n/a n/a n/a

CT 2200 $ 4,495,872 $2,043.58 $ 10,438,000 $ 4,744.55

FL 5,934 $12,443,960 $2,097.06 $ 17,425,025 $2,936.47

GA n/a n/a n/a n/a n/a

IL 4,370 $11,951,968
•

$2,735.00 $24,138,119 $5,523.60

IN 3,080 $ 8,376,736 $2,719.72 $ 16,978,462 $5,512.49

IA 1,971 $ 4,574,013 $2,320.66 $ 5,053,843 $2,564.10

LA n/a n/a n/a n/a n/a

ME 400 5 515,525 $1288.81 $ 1,154,193 $2,085.48

MN 25,272 $25,734,981 $ 1,018.32 $49,469,692 $1,957.49

MS n/a n/a n/a n/a n/a

MO n/a n/a n/a n/a n/a

MT 304 $ 629,463 $2,070.60 $ 569,834 $1,874.45

NE 2,904 $ 4,422,717 $1,522.97 $ 6,760,239 $2227.91

ND 1,303 $ 2,571,307 $1,973.37 $ 4,312,535 $3,309.70

NM 1,656 $ 2,854,825 $1,723.93 $ 4,205,865 $2239.77

OR 1211 $ 1,332,469 $1,100.30 $ 1,132,952 $ 935.55

SC 1,072 $ 1,636,144 $1,52625 $ 1,794,927 $ 1,674.37

TN 4,121 $10,775,374 $2,614.75 $17,121,200 $4,154.62

TX n/a n/a n/a n/a n/a

ITT n/a n/a n/a n/a n/a

WA 2,793 $ 4,718231 $ 1,68931 $ 7,186,956 $2,57320

W1 9287 $10,561,456 $1,13723 $ 17,569,449 $ 1,89123

WY 94 $ 20.690 $ 220.11 $ 548 5 5.83

76,873 $107,615,731 $1,58324 $185,311,839 $2,726.30

NOTES: All figures are year end 1990 except, CT and R (1989), OR (6/90), and WY (4/91). Per 
C2p*a averages exdude California enrollment. Source, Communicating for Agriculture
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Effective
Date

Pre-X
Welting
Period

Premium
Cap

Funding
Source

Tax
Offset

Plan
Administrator

CA 1991 90 Days 125% Tobacco Tox n/a BCBS

CO 1991 0 Months 175% Incomo Tax 
Surcharge n/a BCBS

CT 1976 12 Months 150% Insurer
Assessment No Travelers

FL 1933 12 Months 300% Insurer
Assessment No BCBS

GA nolo 1 6 Months 150% General
Rovenuo n/a n/a

IL 1980 6 Months 135% General
Revenue n/a Mutual of 

Omaha
- IN 1982 6 Months 150% Insurer

Assessment Yes ASGC, Inc.

IA 1987 6 Months 150% Insurer
Assessment Partial Mutual of 

Omaha
LA 1992 6 Months 200% Lottery & 

Hospital Tax •n/a n/a

ME 1988 90 Days 150% Hospital Tax n/a Mutual of 
Omaha

MN 1976 6 Months 125% Insurer
Assessment No BCBS

MS 1992 12 Months 175% note 2 No n/a

MO 1991 12 Months 200% Insurer
Assessment Yes BCBS

MT 1987 12 Months 400% Insurer
Assessment Yes BCBS

NE 1986 6 Months 165% Insurer
Assessment Yes BCBS

NM 1988 6 Months 150% Insurer
Assessment Partial BCBS

ND 1981 6 Months 135% Insurer
Assessment Yes BCBS

OR 1990 6 Months 150% note 2 No BCBS

SC 1990 6 Months 300% Insurer
Assessment Yes BCBS

TN 1987 6 Months 150% Gen't ftov.A 
Insur. Assmt. No BCBS

TX note 1 6 Months 200% Insurer
Assessment Yes BCBS

UT 1991 6 Months 200% General
Revenue n/a BCBS

WA 1988 6 Months 150% Insurer
Assessment Yes Mutual of 

Omaha
W1 1981 6 Months 150% Insurer

Asaessmont No Mutual of 
Omaha

WY 1991 6 Months 200% Insurer
Assessment Partial BCBS

NOTES: (1) Effective dales In GA and TX depend upon additional legislative action. (2) MS and 
OR bom assess payers, including reinsurers and TPAs, on a per capita basts. Source, 
Communictting lor Agriculture

H i g h  R i s k  P o o l s  i n  

2 5  S t a t e s

(Continued from previous page)

• Hospital fees on admissions or 
outpatient services when paid 
by a third party

• General revenues
■ Dedicated revenues from alco­
hol and tobacco taxes, per-em- 
ployee payroll taxes, income tax 
surcharges, and staie lottery 
proceeds.

Each of these approaches is in effect 
somewhere. Which approach ismost 
acceptable depends on the political 
and economic status of the particu­
lar state.

Administration

As public financing becomes more 
prevalent, so does public adminis­
tration of the pool. The new model 
will suggest that board members be 
appointed by the insurance com- 
miasioner in those states where the 
commissioner is elected, or by the 
governor in states where the com­
missioner is appointed. In either 
case theboard should havea majority 
of public members and should be 
chaired by the insurance commis­
sioner.

The pool boards will continue to 
select an insurer or other entity to 
perform administrative services for 
the pool.

Benefits

Generally, covered benefits in the 
existing pools are very comprehen­
sive. They are structured as major 
medical programs with high 
deductibles and copayments. 
Deductibles range from $200 to 
$2,000 for individuals and stop-loss 
levels may be as high as $5,000.

Most pools give enrollees a choice of 
coverage options and set premiums 
according to the level of coverage

(P lease turn to page 6 )
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(Continued from  page 5 )  
ch osen .  M a x i m u m  l i f e t im e  b en e f i t s  
m a y  be  a s  lo w  as  $250,000 o r  a s  h ig h  
a s $ l  mi l l ion .

The NAIC working group had two 
concerns about benefits. One was 
whether to include benefits that are 
mandated for inclusion in private 
insurance contracts, and the other 
concern was on how to encourage 
the use of managed care and other 
cost containment programs. The 
revised model continues to refer­
ence a major medical approach to 
benefits but suggests that the final 
decisions on benefit structure and 
cost controls should be left to the 
board.

Enrollment

Several states have had problems 
with employer groups "dumping"

their high-risk employees into the 
pool as a way of lowering the cost of 
coverage for the rest of the group, or 
of making the whole group insur­
able when it otherwise would not 
be.

Some people maintain that this use 
of a pool is a legitimate strategy for 
simultaneously covering people 
with medical conditions, and mak­
ing small group coverage more af­
fordable for standard-risk employer 
groups.

Most states enacted pools only for 
individuals, and did not anticipate 
this use by employers. The adminis­
trators in several of these states are 
alarmed that pool enrollment (and 
pool losses) hasexceeded projections 
because of this use by employers.

Director Cleary said the new model 
will include language taken from 
the California legislation which pro­
hibits dumping. The language calls 
it an unfair trade practice for insur­
ers, employers or agents to refer 
someone to the pool for the purpose 
of separating them from employ­
ment-based coverage.

The adoption of the new NAIC 
model in December is likely to renew 
efforts to enact pools in those states 
that have come close to adopting 
them in the past. Notable among 
these states are Ohio, North Carolina, 
Oklahoma, N e w  Hampshire and 
Arizona. DirectorClearysaidthatin 
her own state of South Dakota a pool 
bill is likely to pass next year, but it 
will need to have fundingother than 
straight general revenues or the 
governor will veto it.

The report from  Communicating fo r  
Agriculture is available fo r  $24 by calling 

612-854-9005

Active H igh Risk Pools

(A v e r a g e  A n n u a l P rem iu m  v s  A v e ra g e  A n n u a l C la im s )

— Lr“— lt

A v e r  CT FL IA  IL IN ME MN MT ND  NE NM OR  S C  TN W A  W l
a g e

A v e r a g e  C la im s  □  A v e r a g e  P rem ium
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Revision Date:  L2/11/9I____________ _
Yjtle; Reimbursement of Scholarship 

Loans

*
STA TE  O F  A LA SK A

1 9 9 2  LEG ISLA T IVE  S E S S IO N

F ISC A L  NOTE

Sponsor:
Requestor:

Senator Kerttula

IfilHESS.

BILL N O .

Education

SB 75

Department A ffec ted :
BPU: Postsecondary Education Commission

Component: Student Loan Corporation_________

COMPONENT SERIAL NO. 0 2 1 8

EXPENDITURES/REVENUES: (Thousands o f DoBars)
OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98

PERSONAL SERVICES

TRAVEL
CONTRACTUAL

SUPPLIES
EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

CAPITAL

REVENUE 
FUND SOURCE:

FUNDING: (Thousands of DoBars)
GENERAL FUND - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

FEDERAL FUNDS

OTHER
FUND SOURCE:

TOTAL - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

Estimate o f current year impact: NONE

ANALYSIS: (A ttach a separate page if necessary.)
Fiscal impact occurs in year 2000-2001 (see attached).

Prepared By: Allan Barnes, Executive Director Phone: 465-2165

Division: Alaska Commission on Postsecondary Education Data: 12/11/91

Approved by Commissioner: ___________________________________________________
A g e n c y : ___________________   Date:

D ratribirtion (by p ta p a ra r) :  L ag . F in ., L ag ia la tiva  S p o n a o r . R a q u a e to r. OMB/DBR, G ov . L ag ia . O fc ., & I m p t- te d  A g an cy (iaa ) .
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Analysis of Fiscal Impact 

Fiscal Impact

SB75

Year Cost Year Cost

1991-92 None 2001-02 6,615.7
1992-93 None 2002-03 8,041.5
1993-94 None 2003-04 9,111.1
1994-95 None 2004-05 9,557.7
1995-96 None 2005-06 9,798.8
1996-97 None 2006-07 9,982.7
1997-98 None 2007-08 10,115.1
1998-99 None 2008-09 10,229.0
1999-00 2,726.4 2009-10 10,337.7
2000-01 5,049.7 2010-11 10,446.9

Assumptions

1. Forgiveness amounts are based on a loan demand which allows 
for a 1% increase from 1993-94 through 2003-04.

2. Interest is included as part of total indebtedness 
allowable for forgiveness.



F IS C A L  N O TE

Revision Date: _____________

S T A T E  O F  A LA SK A
1991 L E G IS L A T IV E  S E S S IO N

B IL L  N O . SB 75

Title: Reimbursement: of .Scholarship

Loans___________________________

 Ksxt.imlg_________________

Department Alfected: Education

BRU: Postsecondary Education
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Expenditures/Revenues: (Thousands of Dollars)
OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
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MISCELLANEOUS
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CAPITAL
REVENUE
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GENERAL FUND - 0- - 0- - 0 - - n - . J i - - 0 -
FEDERAL FUNDS
OTHER
TOTAL - 0- - o - -Q- - n - - n - -n-

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year impact:________ None

ANALYSIS: (Attach a separate page if necessary.)

Fiscal impact occurs in year 1999-2000. (See attached.)

Prepared By: Jane Byers Maynard. Executive Dir/ctm Jhone: . 465-2165

Division: Alaska Commission on Postsecondary Bthi6Ation Date: February 6. 1991
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Xe.a.r. C o s t X e a r

1 9 9 1 - 9 2 N o n e 2 0 0 1 - 0 2
1 9 9 2 - 9 3 N o n e 2 0 0 2 - 0 3
1 9 9 3 - 9 4 N o n e 2 0 0 3 - 0 4
1 9 9 4 - 9 5 N o n e 2 0 0 4 - 0 5
1 9 9 5 - 9 6 N o n e 2 0 0 5 - 0 6
1 9 9 6 - 9 7 N o n e 2 0 0 6 - 0 7
1 9 9 7 - 9 8 N o n e 2 0 0 7 - 0 8
1 9 9 8 - 9 9 N o n e 2 0 0 8 - 0 9
1 9 9 9 - 0 0 2 , 7 2 6 . 4 2 0 0 9 - 1 0
2 0 0 0 - 0 1 5 , 0 4 9 . 7 2 0 1 0 - 1 1

C o s t

6 . 6 1 5 . 7
8 . 0 9 5 . 9
9 . 0 4 2 . 9
9 . 2 1 2 . 5
9 . 2 1 1 . 6
9 . 1 8 1 . 3  
9 , 1 2 1 . 5
9 . 1 1 0 . 4
9 . 1 5 2 . 8
9 . 2 2 2 . 4

As5.ump-t.ions

1. F o r g i v e n e s s  a m o u n t s  are b a s e d  o n  a l o a n  d e m a n d  w h i c h  a l l o w s  
for a 1% i n c r e a s e  f r o m  1 9 9 3 - 9 4  t h r o u g h  2 0 0 3 - 0 4 .

2. I n t e r e s t  is i n c l u d e d  as pa r t  of t o t a l  i n d e b t e d n e s s  
a l l o w a b l e  for f o r g i v e n e s s .

#4311T



Official Business

Alaska State Legislature
P.O. B«k V 

St a l e  Ca p i to l  
J u n e a u ,  A las ka  99811

M E M O R A N D U M

TO: Senator Arliss Sturgulewski, Chair
Senate HESS Committee

FROM: Senator Jay Kerttula

SUBJ: Senate Bill 75 -
Student Loan Rebate

DATE: January 30, 1991

I would appreciate your scheduling Senate Bill 75, relating to a 
rebate program for the Alaska Student Loans.

Senate Bill 75 is a redraft of Senate Bill 121, which I drafted 
last session to reinstate the student loan forgiveness program. 
Senate Bill 75 is worded in terms of a "rebate", rather than 
"forgiveness" due to an opinion of the attorneys for the Alaska 
Student Loan Corporation. I have attached a copy of that opinion for 
your information.

The loan rebate program under Senate Bill 75 would work in 
the same fashion as the former student loan forgiveness program, 10 
percent of the loan would be rebated to a student after he or she 
lives in Alaska for one year after graduation, 20 percent for two 
years, 30 percent for three years, etc.

As you are aware, the student loan forgiveness provision was 
an integral part of the student loan program since its inception.
Loan rebate or forgiveness serves a very basic function -- 
encouraging Alaska's young people to return to the state after 
graduation. We cannot afford to continue to lose the talents and 
energy of these young people.



I appreciate your consideration of this request. I have 
attached some general and specific background information which 
was issued by the Student Loan Corporation in 1986.

JK:kh
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SENATE BILL NO. 75

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - FIRST SESSION

B Y  S E N A T O R  K E R T T U L A

Int roduced:  1/22/91
Referred:  HESS a n d  Finance

A BILL 

FOR AN ACT ENTITLED

i 1 "A n Act relating to reim bursem ent of scholarship loans; and providing for an effective

I
I 2 date."

i 3 BE IT ENACTED BY TH E LEGISLATURE O F THE STATE O F ALASKA:

*!j 4 * Section 1. AS 14.43.120 is amended by adding new subsections to read:

5 (s) A portion of a loan shall be reimbursed to the borrower by the state if, after

6 completion of the course of study for which the loan was granted, the borrower is a resident of

7 the state and has fully repaid the entire principal and interest due on the loan. The portion of

8 the loan that shall be reimbursed by the state is based on the length of the borrower’s residence

9 in the state after completion of the course of study for which the loan was granted and on the

!|1<) following percentages of the principal amount of the loan plus interest up to a total of 50 percent

II of the total indebtedness:

j|12 (1) at least two, but less than three years residence in the state, 10 percent;

13 (2) at least three, but less than four years residence in the state, an additional 10

14 percent;

SB0075A -1- SB 75
T r y . -  T n c i r  r  I  D E L E T E D  T E X T  B R A C K E T E D  /
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percent;

(3) at least four, but less than five years residence in the state, an additional 10

(4) at least five, but less than six years residence in the state, an additional 10

percent;

(5) six years or more residence in the state, an additional 10 percent.

(t) Reimbursement under (s) of this section is subject to appropriation by the legislature. 

Money obtained from the sale of bonds by the Student Loan Corporation under AS 14.42.220 

may not be appropriated for the reimbursement of loans.

* Sec. 2. This Act applies to principal and interest due on a loan entered into on or after July 1, 1987, 

that is unpaid as of the effective date of this Act.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

SH 75 •2.
S o w  "e.v r U .- . (h> r ! / nod [ D E L E T E D  T E X T  B R A C K E T E D ]

SB0075A
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STEVE C O W  PER, G O V E R N O R

A I .A S K  I  S T U D E N T  I jOAIM  (  O K F O K  V n ^ P O  BO X FP
JUNEAU. A I.A SK A  99811 OEM  
PHONE: (907) 4W5-2A54

Senai.e_B

T h e  m e m b e r s  of the C o m m i s s i o n  on P o s t s e c o n d a r y  E d u c t i o n  
e n d o r s e  the c o n c e p t  of r e s t o r i n g  lo a n  f o r g i v e n e s s .  The 
p r o v i s i o n s  of SB 75 to p r o v i d e  for a r e b a t e  of f u n d s  s u b j e c t  to 
l e g i s l a t i v e  a p p r o p r i a t i o n  are in k e e p i n g  w i t h  A l a s k a  S t u d e n t  
L o a n  C o r p o r a t i o n  B o n d  C o u n s e l  c r i t e r i a .

<L 
M a y n a  

'DirectOi

05-E34UI



k i t i ,

A L A S K A  C O M M I S S I O N  O N  P O S T S E C O N D A R Y  E D U C A T I O N

M E M O R A N D U M

TO: T h e  H o n o r a b l e  J a y  K e r t t u l a
A l a s k a  S t a t e  S e n a t e

FROM: Ja n e  Byers M a y n a r d ,  Executiv&sQirectaij
A l a s k a  C o m m i s s i o n  on P o s t s e c o n d a r y  Educ<

S UBJECT: Senatf Bill 121

•;.h l 3

P O BOX FP
JUNEAU. ALASKA 99311-0599 

ONE; <907) 465-2054

STEVE C O W  PER, G O V E R N'iJCTR

. .  %'

DATE:

E n c l o s e d  
S e n a t e  
p r o v i d e

J a n u a r y  11, 1990

equest is fiscal impact information fc 
s information is an update of the co^ts 

sion in the attached Febr uary 2 L ^ 1 9 8 9
m e m o  from Dr. Phipps.

Based on tfte-^tt ached p o s it io n  papersuhmdrttecl last year by the
bond counsel ~ftrr— — the ALa&ka— ^STtudent Loan Corporation,
Mr. Ke nn et h Vassar, it is still assume d that forgiveness would 
be in the form of a rebate as di scussed by counsel. I have 
asked Mr. Vassar, however, to review his op in ion to de termine 
if any other a d m i n is t ra ti v e options are a v ailabl e in light of 
our ob li gations to bondho lders. He will be h a p p y  to do so.

Costs associated wi th  the bill have been revise d to reflect a 
more realistic loan g r o w t h  rate and default rate scenario over 
the next several years as detaile d in assumptions 3 and 4 below.

Ass umptio ns

1. Forgiveness would take the form of a rebate.

2. The intent of SB 121 is to provide forgiveness 
ret ro ac ti vely to loans made after the previous forgiveness 
provi sions were repea le d in 1987.

3. Loan gr ow th is assu me d to:

a. stabilize 1989-90 through 1992-93;
b. increase by 1.5% 1993-94 through 1996-97; and
c. increase by 3% from 1997-98 on.

4 . Loan default rates are assumed as follows:

a. 17.3% 1987-88;
b. 18.7% 1988-89;

c. 18.7% 1989-90 through 1990-91;



The Honorable Jay K erttula  
Ja nuary 11, 1990 
Hage 2

d. 15.0% 1991-92 through 1992-93;
e. 14.0% 1993-94 through 1994-95;
£. 13.0% 1995-96 through 1996-97; and
g. 12.5% 1997-98 on.

Impact

Year Cost

1987-88 None
1988-89 None
1989-90 None
1990-91 None
1991-92 None
1992-93 None
1993-94 None
1994-95 None
1995-96 None
1996-97 None
1997-98 None
1998-99 None

Year Cost

1999-00 1,803,450
2000-01 3,313,017
2001-02 4,518,639
2002-03 5,664,843
2003-04 6,567,063
2004-05 7,000 j168
2005-06 7,293,504
2006-07 7,508,067
2007-08 7,678,401
2008-09 7,826,589
2009-10 8,0 07,259
2010-11 8,212,509

It would be my ple a su r e to meet wi th  you to discuss this 
information at y o ur  convenience.

At ta chments



0*" COUNSEL 
MAPRiS, O R R  6 KiNZER 

32iO H O S T  .NTEPSTATE CENTER 
9 9 9  thiOO AVENuE 

SEATTLE. WASHINGTON 98iu«4 
telephone 12061 62i-«0iQ

j JNEAU
3 R U E N I N G  &  SP iT Z F A D E N  2 7  SE C O N D  STREET 

-jNEAu, ALASKA 9900'
90 71 586-6110 TELECOPY '907) S06-BOS9

W O H L F O R T H ,  A R G E T S I N G E R ,  J O H N S O N  &  B R E C H T
L PROFESSIONAL CORPORATION
A T T O R N E Y S  A T  L A W  

P'RST I N T E R S T A T E  C E N T E R  

9 9 9  T h i r d  A V E N u E .  Su iTE  3 2 3 0  

S E A T T L E ,  W A S H I N G T O N  9 8 1 0 4  

T E L EP HON E 12061 4A2-9I33 

TELECOPY 12061 RAZ-9135

A N C H O R A G E  OFFICE 
9 0 0  WEST 5 ™  AVENUE. SUITE 6 0 0  

ANCHORAGE. ALASKA 99501 
’ELEPHONE (9071 276-6*01 
TELECOPY 19071 270-5093

TO: R o n  P h i p p s
A l a s k a  S t u d e n t  L o a n  

FROM: K e n n e t h  E. V a s s a r
RE: SB  121
DATE: F e b r u a r y  17, 1989

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

S e n a t e  Bi l l  No. 121

S e n a t e  Bill No. 121 w o u l d  a d d  p a y m e n t  f o r g i v e n e s s  p r o v i s i o n s  
to t h e  c u r r e n t  s t u d e n t  l o a n  pro g r a m .

W e  n o t e  t h a t  t h e  l a n g u a g e  of t h e  b i l l  is c a s t  in t e r m s  of 
t h e  S t a t e  p a y i n g  a p o r t i o n  of t h e  b o r r o w e r ' s  loan. O n e  
i n t e r p r e t a t i o n  of t h i s  l a n g u a g e  w o u l d  b e  t h a t  t h e  b o r r o w e r  
w o u l d  be l i a b l e  for full p a y m e n t  of h i s  o r  h e r  l o a n  b u t  
w o u l d  be  e n t i t l e d  t o  e x p e c t  r e i m b u r s e m e n t  f r o m  t h e  S t a t e  for 
a p o r t i o n  of  t h e  a m o u n t  paid. H o w e v e r ,  s i m i l a r  l a n g u a g e  
u s e d  t o  e s t a b l i s h  t h e  p r e v i o u s  f o r g i v e n e s s  p r o g r a m  l e d  t o  an 
i n t e r p r e t a t i o n  t h a t  t h e  b o r r o w e r  s i m p l y  d i d  n o t  h a v e  to 
r e p a y  t h e  p o r t i o n  t h a t  w a s  t o  b e  p a i d  b y  t h e  State. T h e  
l a t t e r  i n t e r p r e t a t i o n  c r e a t e s  d i f f i c u l t i e s  as d i s c u s s e d  
b e l o w  to the e x t e n t  t h a t  t h e  l e g i s l a t i o n  a f f e c t s  l o a n s  
a l r e a d y  m a d e  at t h e  t i m e  of pa s s a g e .

G e n e r a l l y ,  l e g i s l a t i o n  c a n n o t  b e  e n a c t e d  to i m p a i r  c o n t r a c t  
r i g h t s  of others. O n e  i s s u e  t h a t  a r i s e s  w i t h  r e s p e c t  t o  SB  
121 is t h e  e f f e c t  t h i s  l e g i s l a t i o n  w o u l d  h a v e  on  l o a n s  t h a t  
h a v e  a l r e a d y  b e e n  p l e d g e d  as s e c u r i t y  u n d e r  t h e  i n d e n t u r e  
for t h e  b o n d s  i s s u e d  b y  the C o r p o r a t i o n  in 1988. If t h e  
l e g i s l a t i o n  is i n t e r p r e t e d  t o  m e a n  t h a t  the b o r r o w e r  d o e s  
n o t  h a v e  t o  r e p a y  t h e  p o r t i o n  t o  b e  p a i d  b y  t h e  State, t h e n  
S B  121 w o u l d  i m p a i r  t h e  b o n d h o l d e r s '  c o n t r a c t  r i g h t s  b y  
r e d u c i n g  the i n d i v i d u a l  b o r r o w e r ' s  o b l i g a t i o n  to  m a k e  
p a y m e n t  on t h e  loan. S u c h  a n  i m p a i r m e n t  of t h e  s e c u r i t y  for 
the b o n d s  c a n n o t  b e  i n t e n t i o n a l l y  a c c o m p l i s h e d  w i t h o u t  f i r s t  
o b t a i n i n g  t h e  c o n s e n t  of t h e  b o n d h o l d e r s .  A l t h o u g h  p a y m e n t s  
c o u l d  b e  m a d e  b y  t h e  S t a t e  o n  b e h a l f  of t h e  b o r r o w e r s ,  s u c h  
p a y m e n t s  w o u l d  b e  s u b j e c t  to a n n u a l  a p p r o p r i a t i o n  and, 
t h e r e f o r e ,  w o u l d  n o t  a v o i d  the i m p a i r m e n t  c o n c e r n s  e x p r e s s e d  
a b o v e .



S B  121 c o u l d  b e  c l a r i f i e d  so t h a t  it w o u l d  c l e a r l y  c r e a t e  a 
r e b a t e  p r o g r a m  r a t h e r  t h a n  a f o r g i v e n e s s  p r o g r a m  (that is, 
th e  b o r r o w e r  w o u l d  c o n t i n u e  t o  m a k e  full p a y m e n t s  t o  the 
C o r p o r a t i o n  o f  t h e  e n t i r e  a m o u n t  d u e  o n  t h e  lo a n  for t h e  
e n t i r e  t e r m  o f  t h e  l o a n  a n d  t h e  S t a t e  w o u l d  t h e r e a f t e r  
a p p r o p r i a t e  m o n e y  t o  r e p a y  t h e  b o r r o w e r  for a p o r t i o n  of 
t h o s e  p a y m e n t s ) . U n d e r  s u c h  a p r o g r a m ,  t h e  i m p a i r m e n t  
c o n c e r n s  d i s c u s s e d  a b o v e  w o u l d  n o t  arise. Ho w e v e r ,  it w o u l d  
h a v e  t o  be a b u n d a n t l y  c l e a r  t h a t  (1) t h e  b o r r o w e r  r e m a i n s  
l i a b l e  for m a k i n g  full p a y m e n t  of the a m o u n t  o w e d  w i t h o u t  
r e g a r d  to a n y  s u c h  r e b a t e  p r o v i s i o n s ,  (2) t h e  r e b a t e  w o u l d  
o c c u r  o n l y  a f t e r  t h e  b o r r o w e r  h a s  m a d e  full p a y m e n t  on all 
a m o u n t s  d u e  or t h e  l o a n  for t h e  li f e  o f  t h e  loan, a n d  (3) 
n e i t h e r  t h e  b o r r o w e r  n o r  t h e  S t a t e  w o u l d  h a v e  a n y  r e c o u r s e  
t o  t h e  C o r p o r a t i o n ' s  a s s e t s  in c o n n e c t i o n  w i t h  t h e  r e b a t e  
p r o g r a m .

E v e n  if SB 121 is a p p l i e d  p u r e l y  p r o s p e c t i v e l y  (that is, 
o n l y  w i t h  r e s p e c t  t o  l o a n s  m a d e  a f t e r  p a s s a g e  of t h e  b i l l ) , 
it s h o u l d  be  n o t e d  t h a t  its p r o v i s i o n s  w o u l d  a f f e c t  the 
C o r p o r a t i o n ' s  a b i l i t y  to  i s s u e  b o n d s  to  f i n a n c e  t h e  lo a n  
p r o g r a m .  T h i s  is b e c a u s e  of t h e  c o v e r a g e  r a t i o  r e q u i r e d  to 
b e  m e t  p u r s u a n t  t o  t h e  i n d e n t u r e  b e f o r e  f u r t h e r  b o n d s  o f  the 
C o r p o r a t i o n  c a n  b e  i s s ued. A n y  r e d u c t i o n  in r e v e n u e s  as a 
r e s u l t  of n o n - p a y m e n t  b y  b o r r o w e r s  (or t h e  S t a t e  on t h e i r  
b e h alf) w o u l d  r e d u c e  t h e  c o v e r a g e  r a t i o  at s o m e  t i m e  in t h e  
f u t u r e  and w o u l d  t h e r e b y  m a k e  it m o r e  d i f f i c u l t  for t h e  
C o r p o r a t i o n  t o  i s s u e  b o n d s  in t h e  f u t u r e  a n d  b e c o m e  
s e l f - s u s t a i n i n g .

A g a i n ,  w e  w o u l d  n o t  e n c o u n t e r  t h i s  p r o b l e m  if t h e  
l e g i s l a t i o n  w e r e  c l a r i f i e d  to c r e a t e  a r e b a t e  p r o g r a m  r a t h e r  
t h a n  a p a y m e n t  f o r g i v e n e s s  p r o g r a m .  A  s e p a r a t e  p r o g r a m  t h a t  
w o u l d  r e i m b u r s e  o r  r e b a t e  q u a l i f y i n g  s t u d e n t s  for p a y m e n t s  
m a d e  o n  t h e i r  s t u d e n t  l o a n s  (with the s t u d e n t s  c o n t i n u i n g  to 
m a k e  p a y m e n t  t o  r e p a y  t h e i r  loans) w o u l d  h a v e  no a d v e r s e  
i m p a c t  on t h e  C o r p o r a t i o n ' s  c o v e r a g e  ratios. T h i s  
a l t e r n a t i v e  w o u l d  r e q u i r e  t h a t  t h e  S t a t e  a p p r o p r i a t e  the 
m o n e y  n e c e s s a r y  to r e i m b u r s e  or r e b a t e  t h e  s t u d e n t  
b o r r o w e r s  f r o m  s o u r c e s  o t h e r  t h a n  a s s e t s  p l e d g e d  u n d e r  t h e  
i n d e n t u r e .
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As  a f i nal note, if t h e  r e t r o a c t i v i t y  p r o v i s i o n s  of S e c t i o n  
2 o f  t h e  b i l l  r e m a i n  in t h e  bill, w e  w o u l d  s u g g e s t  t h a t  t h e y  
be  c l a r i f i e d .  T h e  i n t e n t  of  t h i s  S e c t i o n  w e  w o u l d  g u e s s  to 
b e  t o  p r o v i d e  f o r g i v e n e s s  r e t r o a c t i v e l y  to  l o a n s  m a d e  a f t e r  
t h e  p r e v i o u s  f o r g i v e n e s s  p r o v i s i o n s  w e r e  r e p e a l e d ;  h o w e v e r ,  
b y  m a k i n g  t h i s  l e g i s l a t i o n  a p p l i c a b l e  t o  a n y  l o a n  r e m a i n i n g  
u n p a i d  as o f  t h e  e f f e c t i v e  date, S e c t i o n  2 a p p e a r s  to 
i n c l u d e  l o a n s  t h a t  w e r e  m a d e  u n d e r  t h e  o l d  f o r g i v e n e s s  
p r o g r a m .  T h i s  c o u l d  l e a d  t o  d o u b l e  f o r g i v e n e s s ,  w h i c h  we 
w o u l d  g u e s s  is n o t  t h e  intent.
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D e a r  Dr. Phipps:

Y o u  ha v e  r e q u e s t e d  o u r  o p i n i o n  w i t h  r e s p e c t  to t h e  
v a l i d i t y  o f  a l e g i s l a t i v e  a t t e m p t  to r e t r o a c t i v e l y  m o d i f y  t h e  
t e r m s  of s t u d e n t  l o a n s  t h a t  w e r e  f i n a n c e d  u n d e r  t h e  A l a s k a  
S t u d e n t  L o a n  P r o g r a m  a n d  t h a t  w e r e  p l e d g e d  to s e c u r e  an  i s s u e  
o f  t h e  A l a s k a  S t u d e n t  L o a n  C o r p o r a t i o n  bonds.

T h e  c o n t r a c t  c l a use, f o u n d  w i t h i n  A r t i c l e  I, S e c t i o n  
10, of  t h e  U n i t e d  S t a t e s  C o n s t i t u t i o n ,  p r o h i b i t s  s t a t e s  f r o m  
e n a c t i n g  l a w s  w h i c h  i m p a i r  t h e  o b l i g a t i o n  of c o n t r a c t s .
H o w e v e r ,  t h i s  p r o h i b i t i o n  is n o t  a b s o l u t e .  A n  i m p a i r m e n t  m a y  
b e  c o n s t i t u t i o n a l  if it is r e a s o n a b l e  a n d  n e c e s s a r y  t o  s e r v e  an 
i m p o r t a n t  p u b l i c  interest, it is n e c e s s a r y  for t h e  a c h i e v e m e n t  
of  t h a t  p u b l i c  interest, a n d  it is a r e a s o n a b l e  i m p a i r m e n t  of 
t h e  c o n t r a c t  a p p r o p r i a t e  t o  t h e  p u b l i c  p u r p o s e  j u s t i f y i n g  t h e  
l e g i s l a t i o n .  U n i t e d  S t a t e s  T r u s t  Co. v. N e w  J e r s e y . 431 U.S. ] 
(1977).

I n  this case, it c a n n o t  be  d o u b t e d ,  e i t h e r  u p o n  
p r i n c i p l e  o r  aut h o r i t y ,  t h a t  e n a c t m e n t  of S e n a t e  B i l l  121 ("SB 
121") w o u l d  i m p a i r  t h e  o b l i g a t i o n  of t h e  C o r p o r a t i o n  u n d e r  its 
1988 i n d e n t u r e .  E n a c t m e n t  of  t h i s  l e g i s l a t i o n  w o u l d  
e f f e c t i v e l y  e x t i n g u i s h  i n d i v i d u a l  b o r r o w e r s 7 o b l i g a t i o n s  to  
m a k e  p a y m e n t s  on l oans w h i c h  h a v e  b e e n  p l e d g e d  as s e c u r i t y  
u n d e r  the s u b j e c t  i n d e n t u r e .  T h i s  i m p a i r m e n t  is n o t  c u r e d  by  
S B  121 r e q u i r i n g  t h e  S t a t e  to  m a k e  p a y m e n t s  o n  b e h a l f  o f  t h e  
b o r r o w e r s .  A n  e x c h a n g e  o f  d e b t o r s ,  w h i c h  is f u n d a m e n t a l l y  a 
s u b s t i t u t i o n  of secur i t y ,  w i t h  r a r e  e x c e p t i o n ,  r e q u i r e s  a 
p e t i t i o n  t o  b e  s u b m i t t e d  t o  a. c o u r t  of  e q u i t y  if n o t  p r o v i d e d  
f o r  w i t h i n  t h e  i n d e n t u r e  o r  t r u s t  i n s t r u m e n t .  See. R i e v m a n  v. 
B u r l i n g t o n  N o r t h e r n  R. C o . , 618 F. S u p p  592 (D.C.N.Y. 1985) 
( w h i c h  s u m m a r i z e s  case- l a w  on  t h e  a b i l i t y  of a n  i n d e n t u r e  
t r u s t e e  to  s u b s t i t u t e  s e c u r i t y  w i t h o u t  b o n d h o l d e r  c o n s e n t ) .
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H e n c e ,  t h e  o n l y  r e m a i n i n g  q u e s t i o n  is w h e t h e r  S B  121 is 
" r e a s o n a b l e  a n d  n e c e s s a r y "  to s e r v e  a n  i m p o r t a n t  pub.7 ' c p u r p o s e  
so a s  t o  c o n c l u d e  t h a t  i m p a i r m e n t  of c o n t r a c t  is ' 
c o n s t i t u t i o n a l .

T h e  o b v i o u s  i n t e n t  o f  S B  1 2 1  is to  e n c o u r a g e  
g r a d u a t e s  t o  r e t u r n  to t h e  State. T h i s  is an i m p o r t a n t  
p u r p o s e ;  h o w e v e r ,  it is d o u b t f u l  t h a t  p r o v i d i n g  p a r t i a l  l o a n  
f o r g i v e n e s s  is r e a s o n a b l e  a n d  n e c e s s a r y  t o  a c c o m p l i s h  th i s  
goal. A d d i t i o n a l l y ,  t h e  e f f e c t  o f  e n a c t i n g  S B  121 is m e r e  
c o n j e c t u r e ;  n o  d a t a  has b e e n  c o m p i l e d  w h i c h  c o n c l u d e s  t h a t  a 
f o r g i v e n e s s  c l a u s e  w i l l  c a u s e  t h e  r e t u r n  of  g r a d u a t e s .
M o r e o v e r ,  b a s e d  on  c a s e  law, t h i s  p u r p o s e  w o u l d  n o t  m e e t  t h e  
" r e a s o n a b l e  a n d  n e c e s s a r y "  t e s t s  o u t l i n e d  above.

In t h e  r e c e n t  c a s e  o f  U n i t e d  S t a t e s  T r u s t  Co. v. N e w  
J e r s e y , s u p r a . t h e  C o u r t  h e l d  t h a t  N e w  Y o r k  a n d  N e w  J e r s e y  
v i o l a t e d  t h e  c o n t r a c t  c l a u s e  b y  e n a c t i n g  l e g i s l a t i o n  to  a l l o w  
t h e  p o r t  a u t h o r i t y  to u s e  p o r t  i n c o m e  t o  s u b s i d i z e  ra i l  
p a s s e n g e r  t r a n s p o r t a t i o n  in v i o l a t i o n  o f  a p r e v i o u s  s t a t u t o r y  
c o v e n a n t  t o  p r i v a t e  b o n d h o l d e r s .  T h e  r a t i o n a l e  p r o v i d e d  w a s  
t h a t  t h e  s t a t e  h a d  a g r e e d  t o  c e r t a i n  t e r m s  t h a t  t h e  b o n d h o l d e r s  
m i g h t  h a v e  r e l i e d  upon- a n d  t h e  p u b l i c  i n t e r e s t  in i m p r o v e d  rail 
s e r v i c e s  c o u l d  b e  p u r s u e d  w i t h o u t  v i o l a t i n g  t h e i r  c o n t r a c t  
r i g h t s .  T h e  C o u r t  f u r t h e r  s t a t e d  t h a t  i m p a i r m e n t  o f  b o n d  
c o n t r a c t s  b y  a s t a t e  o r  s t a t e  a g e n c y  w o u l d  r a r e l y  b e  s u s t a i n e d ,  
e s p e c i a l l y  w h e r e  t h e  s t a t e ' s  s e l f  i n t e r e s t  is at stake.

T h e  o n l y  t i m e  in t h i s  c e n t u r y  t h a t  a l t e r a t i o n  of a 
m u n i c i p a l  b o n d  c o n t r a c t  h a s  b e e n  s u s t a i n e d  b y  the U n i t e d  S t a t e s  
S u p r e m e  C o u r t  w a s  in in F a i t o u t e  I r o n  & S t e e l  Co. v. C i t y  of  
A s h b u r y  P a r k . 316 U.S. 502 (1942). T h a t  c a s e  i n v o l v e d  t h e  N e w  
J e r s e y  M u n i c i p a l  F i n a n c e  Act, w h i c h  p r o v i d e d  t h a t  a b a n k r u p t  
l o c a l  g o v e r n m e n t  c o u l d  b e  p l a c e d  in r e c e i v e r s h i p  b y  a s t a t e  
a g e n c y .  A  p l a n  f o r  t h e  c o m p o s i t i o n  of  c r e d i t o r s '  c l a i m s  w a s  
r e q u i r e d  t o  b e  a p p r o v e d  b y  t h e  a g e n c y ,  t h e  m u n i c i p a l i t y ,  a n d  
85% o f  t h e  c r e d i t o r s .  T h e  p l a n  w o u l d  b e  b i n d i n g  o n  
n o n - c o n s e n t i n g  c r e d i t o r s  a f t e r  a s t a t e  c o u r t  c o n d u c t e d  a 
h e a r i n g  a n d  f o u n d  t h a t  t h e  m u n i c i p a l i t y  c o u l d  not o t h e r w i s e  p a y  
o f f  its c r e d i t o r s  a n d  t h a t  t h e  p l a n  w a s  in t h e  b e s t  i n t e r e s t  of 
all c r e d i t o r s .

U n d e r  t h e  s p e c i f i c  c o m p o s i t i o n  p l a n  at i s s u e  in 
F a i t o u t e . t h e  h o l d e r s  o f  r e v e n u e  b o n d s  r e c e i v e d  n e w  s e c u r i t i e s  
b e a r i n g  l o w e r  i n t e r e s t - r a t e s  a n d  l a t e r  m a t u r i t y  da t e s .  T h e  
C o u r t  r e j e c t e d  c o n t r a c t  c l a u s e  o b j e c t i o n s  b e c a u s e  t h e  o l d  b o n d s  
r e p r e s e n t e d  o n l y  t h e o r e t i c a l  r i g h t s ;  as a p r a c t i c a l  m a t t e r  t h e
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c i t y  c o u l d  n o t  r a i s e  its t a x e s  e n o u g h  to p a y  off its c r e d i t o r s  
u n d e r  the o l d  c o n t r a c t  terms. Fur t h e r ,  t h e  C o u r t  f o u n d  t h a t  
t h e  c o m p o s i t i o n  p l a n  w a s  a d o p t e d  w i t h  t h e  purpose' a n d  e f f e c t  of 
p r o t e c t i n g  t h e  c r e d i t o r s ,  as e v i d e n c e d  b y  t h e i r  m o r e  t h a n  85% 
a p p r o v a l .

T h e  F a i t o u t e  c a s e  is to  b e  d i s t i n g u i s h e d  f r o m  t h e  
c a s e  at hand. N o  o n e  h a s  s u g g e s t e d  h e r e  t h a t  t h e  S t a t e  h a s  
a c t e d  for t h e  p u r p o s e  of  b e n e f i t i n g  t h e  b o n d h o l d e r s  a n d  t h e r e  
is n o  s e r i o u s  c o n t e n t i o n  t h a t  t h e  v a l u e  of  t h e  b o n d s  w i l l  be 
e n h a n c e d  b y  S B  121. M o r e o v e r ,  S B  121 d o e s  n o t  r e q u i r e  
b o n d h o l d e r  c o n s e n t  p r i o r  to  it e n a c t m e n t  a n d  i m p l e m e n t a t i o n .

B a s e d  on t h e  f o r egoing, it is o u r  o p i n i o n  t h a t  
e n a c t m e n t  of S B  121 w o u l d  fail c o n s t i t u t i o n a l  c h a l l e n g e  
p u r s u a n t  to  t h e  c o n t r a c t  c l a u s e  p r o h i b i t i o n  of  i m p a i r m e n t  of 
o b l i g a t i o n .

K E V :cm
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INTRODUCTION

The Alaska Student Loan Program is one of the most successful programs 
offered Dy the State of Alaska. Its purpose is to provide low-interest 
loans to Alaskans wisning to pursue education and training at a 
postsecondary level. The program has grown from serving just over 1,000 
ALaskans in 1971-72, to the current 1985-86 level of serving over 16,000 
Alaskans. The true impact of this program is considerable, that is, the 
financial assistance, not or.ly to the individual, but to the individual's 
family; the expanded educational opportunities afforded the citizens of 
the state; the societal benefits of having a more highly trained and 
educated citizenry; and the benefits to the state and the local 
communities of having educational institutions and resources available to 
meet current and future demands. All of these are related, either 
directly or indirectly, to the availability of student loans. Alaska has 
chosen to invest in the education of its people. Through these loans, 
which are in large part repayable to the state, Alaska nas committed 
itself to providing opportunities and access to all those residents 
seeking postsecondary education. The value of tnis commitment is 
undeniaDle, but the program has now expanded to the point of placing a 
significant annual demand upon the state treasury and creating the need 
for greatly increased state staffing.

In the academic loan years of 1983-84, 1984-85, and again this year,
1985-86, loan demand has outstripped available funds, and thousands of 
applicants have oeen turned away. The state is rapidly approaching the 
time when some difficult decisions must be made concerning the future of 
the student loan program. For tne first time, borrowers in 1986-37 must 
contribute at least $500 from a non-state-loan source toward their 
eligible loan expenses. Thir alone will not solve the demand/ 
availability prodem, but it is an indication of the types of changes and 
alternatives which must be explored if the program is to be preserved for 
future Alaskan students.



LEGISLATIVE HISTORY

The current student loan program was created by the 1971 Alaska State 
Legislature, nowever, it was oasea upon a program wnich originated in 
1968. The 1968 Alasxa State Legislature estaDlished a program ot 
Scholarship Loans (Senate Bill 378). These loans were tor undergraauate 
students studying in Alaska at an accredited institution. The student 
could borrow up to $500 per year tor up to four years. The loans were 
non-inter est-bear ing and could be used only to meet the costs of books 
tuition, and requirea fees (excluding room and board). If tne student
lived in Alaska after ceasing study, the loans were forgiven at a rate

This program was amended by the 1970 Alaska State Legislature after a 
•jooa deal of debate (cased upon the Dill number for the adopted 
legislation - FCCS SCS CSHB599). Loans now were for up to $750; could be 
used at any accreditea college or university, could be used for books, 
tuition, room and board, .and required fees; and were eligible for 
forgiveness at a race of $750 of loan indebtedness for eacn full year 
spent in Alaska. The loans were still restricted to undergraduate 
students and were still non-interest-oear ing.

In 1971, the Alaska State Legislature once again looked at student loans 
and passed CSHB415 (Finance) am S. This bill created the true framework 
for the present student loan program. Under the 1971 program, student 
loans could be ootained for undergraduate study, graduate study, and 
career education programs. Undergraduate students and career education 
students could borrow up to $2,500 per year and graduate students could 
borrow up to $5,000 per year. Students could borrow for up to six years 
of study. Loans were to bear interest at a rate of 5 percent and could 
be used for books, tuition, room and board, and required fees.
Forgiveness was limited to 40 percent of the total borrowed (plus 
interest), and was accrued in 10 percent increments for each year of 
employment in Alaska after tne grace year.

The loan program experienced minor amendments on a number of occasions, 
but remained relatively uncnanged until the 1976 Alaska State Legislative 
Session. During that session, FCCSSB70 passed. Under this bill, the 
unaergraduate and career education borrowing maximum was raised to $3,000 
per year, but the 35 ,000 per year maximum for graduate students was 
ma in ta ined.

Subsequently legislatures continued to make relatively minor adjustments 

to the program, and then ir. 1981, the last major change occurred. The 
1981 Legislature passed FCCSSB120, wnicn raised the borrowing maximums to
$6 ,000 per year for undergraduate and career education students and to 
}7,00U per year for graduate students. The bill also raised the amount 
of loan forgiveness up to 50 percent of the total borrowed (including 
interest), and provided that tn is forgiveness be accrued in 10 percent 
increments for each year of residence in Alaska after the grace year.

either undergraduate or graduate study or up to eight years of comoined 
study. This is the program currently oeing administered by tne state.

$500 of loan indeotedness for eacn six months spent in Alaska.

Loans under this program could be obtained for up to five years for

- 2 -



PROGRAM D E S C R I  P T 1 0 M

PURPOSES

1.

2.

TERMS

To provide Alaskans with access to postsecondary educational 
resources througn low-interest loans to students.
To encourage an educated citizenry througn initial access to 
education and training and tnrougn inducements to utilize that 
education and training in Alaska.

1. 

■

3.

4.

C-» t 
6.

7.

8.

9.
10.

Undergraduates and vocational students may borrow up to $6,000 
per year of full-time study.

students may oorrow up to $7,000 per year of full-timeGraduate 
s tudy. 
Stuoen ts 
or uo to

may oorrow for up to 5 years of undergraduate study,
5 y e a r s  o f  g r a d u a t e  s t u d y ,  D u t  f o r  n o t  m o r e  t h a n  8 

y e a r s  c o m o i n e d .
A student must oe a two-year Alaska resident to oorrow and must 
maintain full-time study in good standing to continue borrowing 
Alaska stuoent loans.
Loans may oe used for attendance at any approved institution. 
Proceeds from loans may only be used for the costs of tuition 
and fees, room and board, and oooks and supplies.
Loan repayment begins one year after the student ceases to be a 
full-time student (except for approved periods of deferment). 
Repayment is over a 10-year period with provision for extending 
to 15 years if necessary.
Interest charged on the loans is 5%.
No loan will exceed the cost of tuition and fees, room and 
board, and books and supplies less $500 , or the loan maximums, 
whichever is lower.

FORGIVENESS

If, upon completion of the program of study for which the loan was 

granted, the borrower resides in Alaska, a portion of the loan, plus 
interest, snail be forgiven by the State. That portion, for up to a 
total of 50%, shall accrue as follows:

1. 2-3 years residence in the state, 10%

2. 3-4 years residence in the state, an additional 1C%
3. 4-5 years residence in tne state, an additional 10%
4. 5-6 years residence in the state, an additional 10%
5. Over 6 years residence in the state, a final 10%.

This residence must be continuous and must o e g m  within one year of 
completion of program.



REPAYMENT SCHEDULE

I? YOUR 
STUDENT 

LOANS TOTAL:

YOUR MONTHLY PAYMENT 
FOR 120 MONTHS (10 YRS. ) 

WOULD 3 E :

TOTAL TO BE REPAID:

5% I n ter esc Principal | Total

Si ,000 .00 S 10.61 &  273.20 SI ,000 .00 S 1,271.20
2,00U .00 21.21 545.20 2,000 .00 2,545.20
3 ,000 .00 31.83 818.40 3 ,000 .00 3 ,318.40
4 ,000 .00 42.4 3 1,091.60 4 ,000 .00 5 ,091.60
5 ,000 .00 53.06 1 ,363.60 5 ,000 .00 6 ,363.60
6 ,000 .00 63.64 1,636.80 6 ,000 .00 7,636.80
7 ,000 .00 74.25 1,910 .00 7 ,000 .00 3 ,910 .00
8 ,000 .00 84.95 2,182.00 3 ,000 .00 10 ,182.00
9 ,000 .00 95.4 6 2,455.20 9 ,000 .00 11,455.20
10 ,000 .00 106 .07 2,728.40 10,000.00 1 12,728.40
15 ,000 .00 159.10 4 ,092.00 15 ,000 .00 1 19,092.00
20 ,000 .00 212.13 5 ,455 .60 20,000.00 ! 25,455.60
25 ,000 .00 265.16 6 ,819.20 25,000.00 ! 31,319.20
30 ,000 .00 318.20 8 ,184.00 30,000.00 | 33,184.00
35 ,000 .00 371.23 9 ,547 .60 35,000.00 1 44,547.60
40 ,000 .00 424.26 10,911.20 40,000.00 ! 50,911.20
45,000.00 477.29 12,274 .80 45 ,000 .00 57,274.80
50,000 .00 530.33 13,639.60 50 ,000 .00 63 ,639 .60

- 4 -



TABLE 1
STUDENT FINANCIAL All) ADMINISTRATION 

STATE STUDENT LOAN ACTIVITY 
P ro jec ted  to 1990-91

Year
Loan

Awards
I

Chanqe
Loan

Volume
%

Chanqe
Average

Loan
Loan 

Col le c t io n s
General

Fund
Loan

Forgiveness
Repayment*
Accounts

U e f a u l "
Rate

1971-72 1,081 J 1,603,158 _ _ * M 8 3 J - 0 - J 1,500,000 * -O- J - 0 - N.A.
1972-73 1.748 61.8 2,870,384 79.0 1.642 - 0- 2,952,900 - 0- - 0- N.A.
1973-74 1,665 (5 .0 ) 2,986.176 4 .0 1.793 - 0- 2,952,900 - 0 - - 0 - N.A
1974-75 1,457 (12 .5 ) 2,659,807 (10 .9 ) 1,826 235,476 3,105,600 703 1,62-5 UO.O
1975-76 1,719 18.0 3,382,997 27.2 1,968 465,530 3,791,500 44,233 2,153 44.6
1976-77 1,921 11.8 3,850,507 13.8 2,004 1,141,461 3,550,900 64,746 2,775 24.9
1977-78 2,265 17.9 4,604,167 19.6 2,033 1,191,851 2,006,100 314,306 3,470 22.3
1978-79 2,795 23.4 6,416,402 39.4 2,296 1,391,643 3,600,000 445,985 4,289 19.3
1979-80 3,918 40.2 9,373,949 46.1 2,393 1,603,436 8,130,000 409,501 5,301 14.5
1980-81 6,460 64.9 15,957,717 70.2 2,475 2,225,388 12.821,127 555 494 7.196 11.2
1981-82 9,898 70.3 40,559,499 154.2 4,098 2,779,900 37,701,000 785,769 10,603 9.2
1982-83 13,058 31.9 55,007,395 35.6 4.213 4,609,051 52,000,000 (846,028) 15,669 9.1
1983-84 14,785 13.2 62.912,316 14.4 4,255 6,410,124 60,000,000 1.171,239 21,771 13.5
1984-85 17,173 16.2 75,075,883 19.3 4,372 9,572, 795 60,000,000 1,664.612 27,886 12.4
1985-86* 16,130* ( 6 . 1 ) 80,675,498* 7.5 5,002* 6 ,867,737* 63,600,000 1,190,263* 36,341* 14.3*

P ro je c t io n s
11 o o . (/ rvn sk

1986-87 18,431 M.A. 81,557,175 N.A. 4,425 15,985,103 63,572,072 2,839,506 46,280
1987-88 18,950 2 .8 86,222,500 5.7 4,550 19,352,145 64,870,355 3,421,624 55,123
1988-89 19,325 1.5 90,441,000 5.0 4,680 22,762,094 65,678,906 4,011,160 63,300
1989-90 21,493 11.7 103,381,330 14.3 4,810 26,189,108 75,192,222 4,603,646 72,557
1990-91 23,373 8.7 115,696,350 11.9 4,950 30,104,760 83,591 ,590 5,280,612 82, 765

‘ Repayment account t o t a l s  and d e fa u l t  ra te  are f o r  June 30 o f  each y e a r .  A l l  1985-B6 data are as o f  January 24, 1986.

1-24-86



1985 -3 6  ALASKA STUDENT LOANS

PROGRAM STALL'S (Januarv 

Stuaent Level

24, 1986) 

Nu truer Ainoun t Averaae L(

Fresnman 4 ,325 ^20 ,319 ,066 $4 ,814
Sopnomor e 3 ,009 14 ,629, 3 96 4 ,362
J un ioc 2,275 11,282,137 4 ,95 9
Senioc 2,252 10,818,533 4,804
Voca tional 3 ,019 15 ,696 ,602 5 ,199

Undergraduate 14 ,330 473 ,245 ,734 44,922
Gradua te 1,250 7 , 429 ,764 5,944

TOTAL 16 ,130 480 ,675 ,498 45,022

AVAILABLE FUNDS

FY86 Appropriation $63 ,600 ,000
FY85 Carry-forward 3,352,877
Federal Receipts (GSL) 225,000

467 ,177 ,877 Sub-total
Estimated Receipts 11,879,790

479 ,057 ,667 Total
Vocational Set-Aside ±15,811,533
Collegia te $63 ,246 ,13 4

IN-STATE/OUT-OF-STATE ATTENDANCE 3Y LEVEL {January 24 , 1986)

Student Level Alaska % Out-of-State %

Fcesnman 2,250 52.0 2,075 48.0

Sopnomor e 1,459 48 .5 1,550 51.5
Jun10r 1,027 45.1 1,248 54.9
Senior 1,000 44.4 1,252 55.6
Voca tional 2,285 75.7 734 24.3
Under araduate 8 ,021 53.9 6 ,859 46.1
Graduate 252 20.2 9 98 79.8

TOTAL 8,273 51.3 7,857 48.7

PERCENT IN-STATE PREVIOUS •YEARS

Year Un der graduate Graduate All Loans
1978-79 35 .1 12.0 32.3
1979-30 36.1 12.3 33.3
1980-31 45.3 17.9 42. 3
1981-82 47.3 23.8 45.0
1982-33 53.1 23.4 50.4
1983-84 53.3 21.9 50.5
1984-85 56 .7 21.7 54.0
1985-66 (1-24-86) 53.9 20.2 51.3
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