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Health Insurance Association of America

March 24, 1993

The Honorable Cynthia Toohey
Cochairperson, House HESS Committee
Alaska State House of Representatives
Juneau, Alaska 99811

Re: SSHB 12

Dear Representative Toohey:

Thank you for taking time to discuss with me the small
employer health insurance reforms contained 1in SSHB12. As we
discursed, it is not possible to determine what the premium will be
for the standard or basic plans in Alaska, until the Health
Benefits Committee, as established by SSHB12, recommends the
benefits to the Alaska Small Employer Reinsurance Association.

However, to give you a frame of reference as to what other
states® stancard and basic plans include, and what one 1insurance
carrier charges in another state, | asked HIAA member company to
price a specific example: a five employ e group, comprised of 3
males and two females all age 40 with employee coverage only (no
dependents) for the average geographic rate in Florida. The
premiums for this example were $84/month/employee for the basic
plan and $145/month/employee for the standard plan.

These rates are not be reflective for Alaska as the rates will
vary by: the type of benefits determined by the Alaska Health
Benefits Committee and Alaska Reinsurance Association, by carrier,
by age, gender, family composition, industry, the geographic region
within the state and for the difference 1in health care provider
costs. Each carrier will set its own premium rates for the benefits
determined for the basic and standard plans, therefore, any given
carrier may be above or below other carrier®"s rates for the same
type of coverage.

Attached is a copy of the Florida basic and standard plans for
both indemnity carriers and HMOs. If 1 can be of any additional
assistance in answering your or the committee members® questions
about the small employer health market reforms, please do not
hesitate to contact me.

JAM/bhs
attachment

22144 Clarendon Street Suite 220 Woodland Mills, CA 91367-6324 818,704-9274 Telecopier 818/704-1053



FLORIDA SMALL GROUP INDEMNITY DESIGNS

STANDARD PLAN BASIC PLAN
Maternity Services &%amyam Iffinoss, (%)Efskyuher lliness.
Infertility and Sterilization Services rot Covered Not Covered
Prescription Drugs 80/20 Ganmirane Nt Goeed
Maximum Copay Out-of-Pockct Limit 82,000 Per Ferson Witha 80 Per Person ith a Two Parson
‘v Person Limit ﬁt
Annual Deductible $6500 Per Persn 90 P Pe<n
Maximum Annual Limit 3 Person Limit 3 Person Limit
Annual Calendar Year Maximum Benefit NA NSO CID)

Lifetime Policy Maximum $1,000,000 NA



FLORIDA SMALL GROUP INDEMNITY DESIGNS

S.TANDABD_EL"!

Physician Services
-Primary Care Physician Office Visits 80/20

-Specialist Consultation, Diagnosis, and Treatment Coincuranoa
-Other Outpatient Nonsurgical Physician Cana
-Periodic Physical Exams (Maximum 1/CY)
-Surgical Caro in Physician's Office
(Carriers may limit nomauicgical bock treatment» to ton Visits)
Hospital Services
-Emergency Cale through Primary Care Physician®® OfSce 80/20
_ Consurance

-Emergency Cara Services through Envwrgeocy Room

Hospital ER visit (waived If admitted or if $25 Copay

other sate ami adequate care is nol available) Per Via*
Ancillary Services .
-Home Health Cura 80/20 %rmarm
-Ambulance 80/20 LOnsurance
-Skiflod Nursing Facility (Maximum 100 days lilarime) 80720 Cansurance

-Durable Medical Equipment 80/20 Coinsurance

Mental and Nervous Disorders

-Inpatient 80/20 Coinsurance
Annual Maximum Inpatient Benefit $5,000
-Outpatient Visi 80/20 Coinsurance Witha
Maximum Allowable Charge
of $50
Maximum Number of Outpatient VI&ilc 20 VisAs/CY
-Lifetime Maximum $20,000

Alcoholism and Chemical Dependency
-Inpatient Detoxification (as medically appropriate)
-Outpatient Visits

Not Covered
Not Covered

BASIC PLAN

60/40 Cointl.usoco - However, first $750
in physician office services, (including
lab tests) wifl be paid without calrsstrancG
or deduct&Fe application.

60/40 Comsimarmo

$25 Copay Per Visit

Not Covered

60/40 Coinsurance

Not Covered

60/40 Coinsurance- (These senices may
be included in case management)

€0/40 Coinsurance
$500

€0/40 Coinsurance With a Maximum
Charge of $50

5 Vrsits/CY

Not Covered
Not Covered



FLORIDA SMALL GROUP HMO PLAN DESIGNS

STANDARD PtAPJ

Matern/ty Services
33e as Any Other lliness
Infertility and Sterilisation Services NG* Covered
Prescription po/qs
S 7 Copay lorGeneric Drugs/

Copay for Brand Name Druga

Maximum Copay Out-of-pocket Umit 200% ol tho Totart Annual Premium

BASIC PLAN

Sarno ao Any Other Illness
Not Covered

Not Covered

200%0f tho Trinl Amxjal Premium



FLORIDA SMALL GROUP HMO PLAN DESIGNS

Physician Services

(All mut bo provided by or authormed by Primary Caro Physician)

-Primary Cara Physician Offico Visit*

-Specialist Consultation, Diagnosis, *nd Treatment

-Other Outpatient Nonsurgical Physician Cam

-Periodic Physical Exam* (Maximum 1/CY?}

-Surgical Cars in Physician’s Ohice

(Carriers may limit non-surgical bacK treatments to ten visits)

Hospital Services
-Inpatient Coro nt Participating Hospitals

(including ail general services and semi-privinto room)
-Outpatient Surgical Caro
eOulpatient Non-Surgical Care (including x-ray and lob)
-Preadmission Testing

Emergency Services
-Emergency Cara lhrourjh Primary Care Physician's Olfico
-Emergency Care Services through Emergency Room
In Service Area Hospital ER Visit (waived If admitted)
Out of Service Area Hospital ER Visit

Ancillary Services

-Home Health Care

-Ambulance

-Slutted Nursing Facility (Maximum 100 days Jlletime)

-Durable Medical Equipment

Mental and Nervous Disorders
-Inpatient (Maximum 10 doys/CY)

Maximum Inpatient Days Covered
-Outpatient Visit

Maximum Number ol Outpatient Visits

Alcoholism and Chemical Dependency
-inpatient Detoxification (os medically appropriate)
-Outpatient VisUs

STANDARD PLAN

S 10 Copay Per \hth

S 10 Copay Per Visit

S 10 Copay Per Visit

No Change

S25 Copay Per Procedure

$100 Per Day, days 1-6
Balanoo Paid at 100%

$ 60 Copay Per Procedure
Covered in Full

Covered in Full

$ 10 Copay Per \sS

$ 25 Copay Per Vssi
$ 50 Copay Per Visit

S 10 Copay Per Visit
$ 25 Copay

S20 Copay Per Day
No Charge

$100 Per Day

tO Oays/CY

$ 10 Copay Per Visit
20 ViaHft/CY

Not Covered
Not Covered

BASIC PLAN

J 10 Copay Per Visit

$ 20 Copay Per Visit

S20 Copay Per Visit

No Charge

S SOCopay Per Procedure

$250 Per Day, days 15
Balance Paid at 100%%
$100 Copay Per Procedure
Cowvered in Full

Conered in Full

$ 10copay Per Visit

$ 50 Copay Per Visit
$100 Copay Per Visit

Not Covered
$25 Copay
Not Covered
No Charge

$250 Per Day

3 Days/CY

$ 20 Cop”y Per \isit
5 Visrta/CY

Not Covered
Nol Covered
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I am Jan Andrea Meisels, Legislative Director, Health
Insurance Association of America. HIAA is a trade association of
the nation®s leading commercial 1insurance carriers that provide
health insurance for approximately 95 million Americans. HIAA

actively supports HB-12.

The small employer market provides one of the most vivid
examples of how health care cost inflation continues to afflict
our financing system. Faced with unrelenting demands to hold
health care costs down, 1insurers and employers have intensified
the search for ways to moderate premium 1increases. Leaving high-
risk individuals out of g Zoup coverage has been one such
response. The "excessive, employer churning”™ that newspaper
accounts often bring to our attention is largely a function of
employers seeking the lowest available rate. We, too, constantly
hear the charge by small employers that the presence of a high-
risk individual in their group has made it impossible to obtain
coverage at any price.

This dynamic is complicated further by the tumultuous labor
market of a small employer. Small employers are far more likely
than larger organizations to go in and out of business. Our own
annual employer survey suggests that employees of small firms
also are more likely to change jobs. Employee turnover among
small, insured firms is about 23 percent annually and is twice
that level for small employers without coverage. These factors
contribute to the reluctance of such employers to offer coverage
as well as the difficulties of serving the market.

As the complexities of the small employer market have grown,

and the likelihood of individuals® being separated from the



financing system has increased, there is a growing perception
that even if they have coverage, they stand a reasonable chance
of losing it if they change employers, or if they have poor
claims experience.

Madame Chairperson and members of the committee, we have now
reached the point where substantial small employer market changes
are needed if we are to serve the longer-term interests of small
employers and meet the concerns of policymakers. Thus far 24
other states have enacted small group market reform which
includes similar reforms as reflected in HB-12. HB-12
incorporates a comprehensive set of small group market reforms
that HIAA believes can be achieved in the context of a viable
private marketplace. The essence of HB-12 is to make certain
changes in the market so that it provides substantially more
predictability and protection to the purchasers of coverage. Let
me emphasize that to work, these changes will have to apply to
all players in the small employer market - insurance companies,
medical service plans, multiple employer welfare associations,
etc. All competing entities in the small employer market,
including non-insured benefit plans, would have to be bound by
the same rules in order to prevent any company or segment of the
market from being placed at a disadvantage. The reforms included
in SB 40 ensures fair access to and continuity of coverage for
small employers and their employees. The 1issues embraced in HB-12

are:



- 3 -

guaranteed availability - all small employer groups would be
able to obtain private health insurance regardless of the health
risk they present.

coverage of whole groups - coverage would be made available to
entire employer groups; neither an employer nor an insurer would
be able to exclude from the group®"s coverage individuals who
present high medical risks.

renewabilitv of coverage - at renewal time, employer groups and/
or individuals in these groups would be assured that their
coverage would not be canceled because of deteriorating health.
continuity of coverage - once a person is covered in the small
employer market and satisfied a plan®s preexisting condition
restrictions, he or she would not have to meet those requirements
again when changing jobs or when the employer changes carriers.
premium pricing limits - insurance carriers would be required
to limit how much their rates could vary for groups similar in
geography, demographic composition and plan design.

To give effect to these proposals, HB-12 authorizes a
private not-for-profit Small Employer Health Reinsurance
Association. Without the Reinsurance Association these reforms
are not achievable. The Reinsurance Association allows 1insurers
to pay a premium in exchange for having the reinsurer bear the

risk for reinsured individuals. This allows insurers to treat all

individuals in a group the same way - as HB-12 does not break up
groups for the purpose of reinsurance - all members would have
the same benefits. The reinsurer stands behind the insurer and

simply reimburses for claims associated with reinsured



individuals. This allows insurers to spread high risks, broadly
through the private market rather than concentrated in or.e small
employer group.

Besides the small group market reforms discussed above, one
<f the most effective means to obtain cost control is to improve
our health delivery and financing system through effective
managed care programs. Managed care has proved it can control
costs. A growing number of studies from the seminal Rand Study of
HMOs in the mid 1970"s to the recent Laventhol and Horwath study
which assessed the cost savings of managed care in the CHAMPUS
Reform Initiative (savings to both the Defense Department and
CHAMPUS beneficiaries of $148.9 million in 1988 and 1989). For
these and other reasons cost containment provisions including
aspects of managed care maybe incorporated into the small
employer health plans developed by the Small Employer Health
Reinsurance Board. Small employers are also the affected party
when various legislators mandate their plans include specific
providers or services. The cumulative effect of the various
mandated benefits is to increase the overall cost of the
insurance plan to the small employers who is in the most need of
relief for the high cost of health care and are too small to
self-insure and thus escape these mandates. A study in 1989 by
a University of Illinois economist concluded that 16 percent of
small employers not providing health insurance would offer
benefits in the absence of state mandates.

Therefore, HB-12 exempts small employer health plans from any

laws that would impose restrictions on insurers negotiating with



providers for services or prices of services or requires the
small employer plans to include specific benefits or services
rendered by certain providers.

The following is a brief discussion of each section of HB-
12:

Section 1. Purpose - describes the purpose of the bill by
summarizing the issues addressed in HB-12.

Section 2. Prohibits unfair marketing practices delineated
in 21.56.180.

Section 3. Exempts small employer health plans from any
laws that would impose restrictionson insurers negotiating with
providers for services or prices ofservices.

Section 4. Exempts small employer health plans from any
laws that would impose restrictionson insurers negotiating with
providers to include specific benefits or services rendered by
certain providers.

Section 5. Small Employer Health Reinsurance Association.
21.56.10 - creates a not-for-profit private legal entity whose
membership consists of all insurers in the small employer
insurance market - insurance companies, hospital and medical
service corporations, HMOs, and multiple employer welfare
arrangements (which is not Medicaid, but a "term of art"”
describing unrelated multiple employers joining together for
purposes of providing benefits plans).

21.56.020 -- describes the reinsurance association board
composition which assures representation for all types of

insurers doing business in the small group market 1including



welfare arrangements and guarantees a majority of seats to
insurers in the small group market.

21.56.030 - discusses the various powers of the Association
board defining an array of health coverage products by which
reinsurance will be provided and issued, as well as developing

the methodology for determining the reinsured product premium

rates.
21.56.040 - requires the reinsurance association to submit a
plan of operation to the Insurance Director for approval. This

plan assures fair, reasonable and equitable administration of the
Association. It permits the Director of Insurance, after notice
and hearing, to adopt reasonable regulations.

21.56.050 - establishes specific provisions for reinsurance of
eligible employees of a small employer or dependents of eligible
employees. By requiring carriers to accept groups/individuals
within groups with greater than normal risks, 1insurers need
assistance in spreading the greater risk, therefore, the
establishment of the Reinsurance Association. Carriers are
required to pay the first $5,000 of claims before reinsurance
assumes the risk because reinsurance would be aimed at employer
groups and employees known to be high risk, and because the
premium price (paid by the insurer to the reinsurance mechanism)
is capped (1.5 times the adjusted average market premium for
groups and 5.0 times for individuals) to encourage carriers to
participate in the small employer market, 1in the aggregate the
cost of reinsured persons may well exceed the reinsurance

premiums. The administrating insurer will determine any losses



annually. Any losses are covered through assessments from all
members in the Reinsurance Association based on the member"s
share of total premiums net of reinsurance premiums paid for
coverage under the chapter in the small employer market,
including, to the extent permitted under ERISA, other benefit
arrangements covering small employers. Assessments are capped at
five percent of premiums charged for health benefit plans
covering small employers.

To assure that insurers only cede (place) risk to the

reinsurance mechanism when necessary, the premiums charged by the

reinsurer are set at 1.5 times the average adjusted market

premium price for similar type groups and benefits or 5 times the

average adjusted premium market price for individuals with
similar type benefits. Insurers are constrained from recouping

the increased reinsurance costs as they may only attempt to

recoup the 1.5 times average adjusted market premium price within

the constraints of the overall rating bands described below.
Only the level of coverage provided up to but not exceeding the
coverage provided in a small employer health benefit plan is
eligible for reinsurance.
This section also recognizes that federally qualified

HMOs reinsurance premium may be modified to reflect the portion
of the risk ceded to the Association, 1i.e., federally qualified
benefits may be different from the benefits determined to be

included in the reinsured health plans by the reinsurance board.

21.56.060 - establishes the member health benefit plan committee

(including insurers, small employers, health care providers and



.8 -

agents or brokers. The committee recommends benefit levels, cost
sharing provisions for the basic and standard plan. These plans
are required to incorporate cost containment techniques developed
by the board, 1including but not limited to high cost case
management, hospital precertification techniques and other cost
containment techniques established by the Association.
21.56.070 - requires that every two years the board will report
to the insurance director and legislature on effectiveness of the
act.
21.56.080-21.56.100 - exempts the Association from the
Administrative Procedures Act, imposition of taxes and limits the
liability of the Association board.
21.56.110 - Small Employer Health Insurance Plans. The progranm
applies to all health insurance plans for individuals and group
health benefit plans if they provide coverage to 2-25 eligible
employees and the employer pays all or part of the premium and
the health plan is applicable to the IRS code section 26 U.S.C.
106 or 26 U.S.C. 162.

This section also exempts all small employer health plans
(25 employees or less) from any re itrictions on an insurer’"s
ability to negotiate with providers regarding reimbursement for
services and eliminates the requirement that the benefit plan
cover specific mandated benefits or classes of providers. These
provisions will increase the affordability of small employer
health plans while providing quality health care to Alaska

residents.



21.56.120 - Premium Rating Requirements. This provision
provides stability and predictability of rates.

The premium pricing limitations included in this chapter
limits an insurer®s ability to vary rates for groups in similar
geography, demographic composition and plan design. Specifically,
an insurers premiums for similar groups C aid not vary by more
than 35 percent from the carrier®s index rate (arithmetic average
of applicable base rate and highest rate). There 1is also a 15
percent limitation on how much a carrier could vary rates by
industry. Finally, carriers would have to limit a group"s year-
to-year premium increases to no more than 15 percent above the
carrier™s trend (the year-to-year increase in the lowest new
business rate). These provisions assure the small employer
availability of and accessibility to predictable and renewable
insurance rates.

Carriers are also required to disclose in its solicitation
and sales material how the premium rates from specified small
employers are establishing provisions of the plan and file an
annual actuarial certification with the director.

21.56.130 - Renewability of Coverage. Lists specified reasons
why a health plan may not be renewed, i.e., nonpayment of
premiums, fraud or misrepresentation by a small employer;
noncompliance with minimum participation or employer
contributions, etc. Specifies steps a carrier must take 1if the
insurer decides to nonrenew all of its health benefit plans.
21.56.140 - Required offer of Coverage. As a condition of doing

business in the state with small employers, a small employer
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insurer 1is required to offer a basic and a standard health
benefit plan. The basic and standard plans are filed with the
director who may disapprove them after a hearing.

21.56.150 - Required Health Benefit Provisions. Benefit plans
may not deny, exclude or limit benefits for more than 12 months
due to a preexisting condition. This guarantees the availability
of insurance to all small employers and removes the concerns of
people with preexisting conditions that they would have to
satisfy additional preexisting condition exclusions if they
change jobs or if their employer changed insurance carriers.

Once someone had satisfied a plan®s 12-month preexisting
condition restriction he or she would no longer be required to
satisfy those requirements again when changing jobs or when the
employer changes insurers. Carriers must offer coverage to all
eligible employees and dependents and may not select only certain
individuals.

21.56.160 - Exemption From Required Offer of Coverage.

Delineates when an insurer does not have to offer coverage, 1.e.
the small employer not located in carrier®s geographic area; the
carrier does not have capacity to deliver service adequately to
members; the carrier is only maintaining in force business and
ceased enrolling new employer groups before January 1, 1993.
21.56.170 - Conditions For Ceasing To Do Business. |lInsurers
ceasing to do business in the small employer market are required
to give notice of this decision to the insurance department, the
reinsurance board, the policyholder and the employer. Coverage is

required to be continued for one year after the date of



notification. An insurer 1is also prevented from reentering the
small group market for at least five years from the date the
notice was given that they decided to cease to do business 1in
this Alaska market.

21.56.180 - Fair Marketing Standards. Specifies standards for
insurers to follow including the requirement to affirmatively
market basic and standard health plans, an insurer may not deny
compensation to an agent/broker due to adverse health status,
claims experience, etc. of small employers.

21.56.190 - Mandatory Reissue of Coverage. In order that
carriers not selectively "dump"™ their business before the
effective date of the bill, the director may adopt regulations to
require a carrier to reissue a health benefit plan to a small
employer if it was nonrenewed after January 1, 1993.

21.56.250 - Definitions. This section describes all the terms

used in this chapter.

Sections 6,7. The small employer health insurance reforms
of this chapter apply to HMOs. Section 6 achieves this purpose;

Section 7 is the sunset provision.

Sections 8,9. The small employer health insurance reforms
for this chapter apply to hospital or medical service
corporations. Therefore, it is necessary to cross reference the
other sections of the insurance code related to these

organizations for the purpose of applicability to this chapter.



Section 10. Premium Rate Restriction. This addresses
premiums for policies that are delivered prior to the effective
date of the bill, by permitting existing (in-force) contracts
that may include premium rates which io not meet the new premium
rate restrictions to be phasedin over the life of the contract,
but not to exceed a three-yearphase-in.

Section 11. Transition. Not all sections of the chapter
become effective upon enactment. This section lists those
portions of the chapter which begin at dates later than the July
1, 1993 effective date.

Section 14. Lists the effective date of the chapter as July

I r 1993.
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A ‘Conmrunity’ Approach
To Cutting Health Costs
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March JO. 1993

COMPREHENSIVE SMALL EMPLOYER PACKAGES

CALIFORNIA

Guaranteed issue of small employerproducts (group alze 5-50 by
7/1/93; 4-50 by 7/1/94; 3-50 by 7/1/95) (1992 HB 1672)
§10700(x), 10705(b)h

3-50 §10700(x)

Individuni policies sold to small employer! meeting certain

requirements am subject to this Act §10702

Includes age (7 categories), geography (9 regions), family
composition (4 categories), and plan design which are used to

determine the standurci employee risk rate §10700(w)

Premium rates may notvary from the standard employee risk rate
by more than 120% nor less titan 80% until July 1, 1996;
effective July 1, 1996, premium rates may notvary from the
standard employee risk rate by more than 110% nor less than 90%

510700(v), 10714

See shove

10% permitted for risk adjustment factors; renewal rates ere

effective for at least six months §10714(b)I(2)
Guaranteed renewable except ‘for cause' 510705(b), 10713

Carriers arc required lo lake the whole group 90707

Preexisting condition limitation of 6 months; credit shall be given
if u person was covered under qualifying previous coverage if
previous coverap; was continuous 30 days prior to the new
coverage, exclusive of applicable wailing periods; if employment
is terminated or employer's contribution toward the coverage has
terminated, there U a 90-duy period allowed for continuity of
coverage §10706, 10708(a,b), 10709(a)

Prospective/with opt out §10719, 10720(d)

No provision

No provision

No cap §10721

Establishes a purchasing pool for small employers (10730

July 1, 1993, but fee phase-in effective dates above

CONNECTICUT

Guaranteed lasuc 833n-552, 5682(b)

1-25 (3Ba-564(4)

Insurer! may issue individual special health care plans subject
to the lawa applicable to Individual health insurance, provided
such policies shall be identical to Individual special health core
plana made available by the Health Reinsurance Association.

§38a-552,566

Appears lo include everything except claims experience

§38a-564(27)

Premium rates may not exceed 200% of the lowest new
business rate for the same or similar case characteristics

}138a-567(3)

5 years; after July 1, 1995, rating restrictions will be applied to

plans issued prior to July 1. 1990 8§38u-567(;")

Trend plus 20% plus changes in case characteristics

§38a-567(6)
Guaranteed renewable except 'for cause' §38a-567(3)

Cannot exclude eligible employees or dependents on the basis

ofan actual or expected health condition 8§38d-567(4)

Preexisting condition limitation of 12 months; credit shall be
given if a person was covered under qualifying previous
coverage if previous coverage was continuous 30 days prior lo
the new coverage, exclusive Ofapplicable wailing periods

§38i-567(1.2)

Prospective/mandatory (effse. 5/1/91) §380-569

W hole Group: 150%

Individual: 500% §38a-5'59(c)

S5000 for all plana exceptthose which supplementthe basic
hospital or hospital surgical plana, in which case the deductible

is S2000 §38e-569(bl)

(1) Apportioned among all members In proportion to their
respective shares ofthe totil premiums eomed from small
group plans, (2) apportioned among all members in proportion
to their respective shares of total premiums earned from other
plans; members' assessments cannot exceed 40% of the total

assessment for the first yej.r, 50% for the second

9383-569 e(2)

July 1, 1990
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STO'ZOOPI

DELAWARE.

Guaranteed Issue (group*or 2-25) §7207(a)3

1-25 87202(cc)

Does not apply lo individual health policies §7203

Demographic or other objective characteristics ofsmall employer
at considered by carrier in determination of premiums; Claims
experience, health status, nnd duration of coverage are not case
characteristics; small employer carrier shall notuse characteristics
Other than age, gender, industry, geographic area, family
composition, unhealthy lifestyle choices, and group size without

prior approvalof Commissioner 87202(g), 7204, 7205(4)

Index rale for one das* ofbusiness may not exceed the index rate
ftr any other class o fbusiness by more thin 20%; for aclass of

business, the premium raws charged small employers with similar
benefit plana shall notvary from lhe index rate by more than

35% , with an additional combined variation of no more than 10%
for gender and geography, and the aeniarlally Justified adjustment
for age and family composition, provided that the carrier file age

and family composition tables whh the Commissioner 57205(1,2)

For plans delivered or issued for delivery prior to the effective
dole ofthis chapter, a premium rate may have a one-year

transition period 87205(7)

Trend plus 15% plus changes in ctsc characteristics 87205(3)6

Guaranteed rc.tewoble except 'for cause' §7206

Carriers must offer coverage lo nil eligible employees snd

dependents §7207(u)

Preexisting condition lim itation of 12 months; credit shall be
given if a person was covered under qualifying previous coverage
lcprevious coverage wia continuous 60 days prior lo the new

coverage, exclusive of applicable waiting periods 57207 (c)

Prospective/with an opt-out 87210

W hole Group: 150%
Individual: 500% §7210(i)4

55,000 plus 10% o fthe next 550,000 8§72IQ(L)2b, (L)3c

Formula lo be set by Board but mustbe 50% - 150% of cntrier's
proportional shun: of all reinsuring camera' *maU employer
premium); maximum amountshall be 5% oftotal premiums
csmed in previous year from small employer plans

§7210{L)2(b), L(3)c

Allows reinsurance of existing business 572100)3

Jsnuary 4, 1993

2

XOIVdKVD VTIH

FLORIDA

Guaranteed issue with cap (group size 3-25) (1992 SB 2390)
§627.6699(3)r, (5)a

1*25 8627.4106(2)s

W ith regard to rating and renewability provisions, docs not apply
to individual policies if the insurer certifies to the department the,
the policy was iasued in good faith with no knowledge or intern
that the policy U paid by or the premiums are reimbursed by a

small employer $627.4106(4)

Demographic or other objective characteristics of small employer
as considered by carrier In determination of premiums; Claims
experience, health status, and duration of coverage arc not case

characteristics §627.4106(2)a

Index rate for one class of business may not exceed the index rate
for any otherclass ofbusiness by more than 20%; forncluiof
business, rite premium rates charged small employers with similar
case charac.ristics shell notvary from the index rate by more

than 25% 1627.4106(5)1,3

5 yeare §67.7.4106(9)

Trend plui 15% plus changes in case characteristics

§627.0106(5)b
Guaranteed renewable except 'for cause’ 8627.4106(6)

Carriers musl offer coverage to all eligible employees and

dependent* §627.6699(5)e(7)

Preexisting condition lim itation of 12 months; credit shall be
given if a person was covered under qualifying previous coverage
If previous coverage was continuous 30 day* prior to the new
coverage, exclusive of applicable waiting periods

§627.6699(5)e(1)(2)
Prospectivc/wilh an opt-out 8627.6695(8)

W hole Group: 150%
Individual: 500% §627.6699(8)h()n,b

55000 per year plus 10% o flncurred claims during a calendar

year §627.6699(8)9(4)

1st1ier on amountnotto exceed 5% of small employer
prcm lum j; 2nd tier, if necessary: an amount not to exceed .5%
of premiums collected on nil health benefit plans issued by small

and large group carriers §627.6699(8)1(2)

Carriers paying 2nd tier aucssments will receive a credit for

assessments paid to the Florida Risk Pool §627.6699(8)J(2)b

October 1, 1992 (rating Si t'eoewablllty provisions 10/1/91)

O or:TT CR.IT.'CO
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HAW AII

State run, employment bnsed program; all resident* are eligible

No provision

No provision

No provision

No provision

No provision
No provision
No provision

No provision

No provision

No provision

No provision

No provision

No provision

Employee*required lo pay 1.5 % of wages, or halfthe premium
whicheveris lei*; employers provide ibe balance for each
employee working more than 20 hours perweek; dependent
coverage is optional; unemployed residents above poverty level
pay a small fee, for doctor visit* and a portion of the premium with
the remainder being funded by Ih* State; poor are covered by

Medicaid

I0OW A

Guaranteed issue J513B

1-25; however, must have atleast 2 participating employees at

the date o fissue ofhealth benefitplan 6513B.2(12)

Doe* not spply to individual policies which *ro subject to policy

form rnd premium rale approval J513B.3

Case characteristics include age, Industry classification,
geographic area, family composition, and group alze; gender may
be used provided the insurance division he* conducted on
independent, actuarial study that determined use ofgender to be
acm arially justified; other care characteristics shall not be used

without prior approval of commissioner §513B.2(4)

Index rate for one clasB o f business shall not exceed tlie index
rate for any other class of business by more toon 20%; for a clan.
Of business, the premium rale* charged small employers with
similar ease characteristics shall not vary from die index rate by

more than 25% §513B,4

3 year* §513B.4

Trend plus 15% plus changes in case characteristics §513B .4
Guaranteed renewable except *for cause* &513B.5

Mu*t offer lo whole group, except a* permitted with regard to

Ulc cnrollees §513B,7A(3)e

Preexisting condition limitation of 12 moolhs; credit shell be
given if a peraon was covered under qualifying previous coverage
if previoua coverage was continuous 30 doyti prior to the new

coverage, exclusive ofapplicable waiting periods 5513B.7A(3)3

Prospactivc/wlth an opt-out 5513b.7(D)

W hole Group: 150%
individual: 500% §513B.7(D)9(b)

$5,000 and 10% o fthe next $50,000 o fincurred claims during a
calendar year, liability maximum of$10,00 in nny one calendar

year with respectto any reinsured individual §513B.7(D;8(D)

Formula lo bo setby Board but must be 50% * 150% of carrier’'s
proportional ahsrc of all reinsuring csrricralsm all employer
premiums’, amount shall ba 5% of total premiums earned in

previous year from small employer plans J513B.7(D)11(2)

July 1, 1992
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KANSAS

Guaranteed teiue (group aizc: 3-25) (1992 !'B 561) 8§4(b), 12(a)
1-25 §3(z)

Individual policies issued to individuals and dependent! totally
independentofany group, association, or ti*jst arrangement shall

not be subject to this Act 84(a), 4(n)3(e)

Case characteristics include the geographic urea, age and sex,
industry classiGcation, numberofemployecu and dependents,
family composition, and other objective critnria as may bo
approved by the commlaaioner; claims experience, health status,

and duration of coverage are not case characteristics 93(g)

Index rate for one clan of business shall not exceed (he index rale
for any other ctasa o f bnsineas by more ihnti 20%; foi a class of
business, the premium rotes charged im ill rmployera with similar
cate characteristics shall not vary from the index rate by more

than 25% 97(1)5)

3 years 97(6)
Trend plus 15% plus changes in case chnnntteriMics §7(3)(b)

Guaranteed renewable except ‘for cause' [i5(c)

Prohibit* carrier from excluding any employee or dependenton the

basis of an actual or expected health condit.on §5(c)6(e)

Preexiiling condition limitations of 12 months and waiting periods
notto exceed one year; waiting periods may be waived if
Individual waa covered by a group policy prior to the effective

date of coverage with no gap in coverage j5(a)(b)

Proapeciive/wiih an opt-out $1 1(b)

To be established by the reinsurance board §13(g)6

$10,000plus 10% ofthe next $50,000; maximum in one calendar

year shall not exceed 20% oftotal premiums fill (h)6(J)

Notlo exceed 5% ofsmall employer plan premiums; second tier

not to zxceed l% oftotal premium upon waleh assessment i

baaed 911002(9)

Must reinsure the entire group; gU carrier*, whether reinsuring or

not, subjectto second li<r ataeument §11(k)2(b)

July l 1992

M AINE

Guaranteed issue (1992 HP 507) 82B08-B 4(A)

1-24 §2808-B 1(D)

No provision {2808-B(7)

A carrier may notvary tha premium rale due to the health status,
claims experience or policy duration of the eligible group; age.
gander, industry, and geography within the bands; family status,
smoking statue, participation in wellners programs, and group

size may be uced outride rate bands 8260S-B 2(B)

Premium rales for age, gender, industry, and geographic oreu
may notvary by + /-50% ofthe ecjununity rate until 7/14/94,
+/- 33% ofthe community rate until 7/14/95, +/- 20% o f the
community rate until 7/14/96, +/- 10% of the community rate
until 7/14/97, and 0% o fthe community rale by 7/14/97;
restriction* are repealed 7/14/94 unle** continued or modified

J2B08-B 2(D)

None

No provision

Guaranteed renewable except 'for cause” 52808-B (4)B

(1990 - applies to all groups) Prohibit* carriers from excluding
any person from group; all new eligible employed mustbe
added; may reject group until guaranteed Issue i* effective

J2829-B

(1990 - applicjto all groups) Requires continuity for any person
eligible for coverage in prior 3 months in a group replacement
situation or for person moving from individual to group or group-
lo-group coverage; lim it on 10% or premium rate increases for
preexisting conditions during Grot 12 months of employment;
preoxisting condition limitations of6 months for individual
policies, exceptup to 24 months for any condition ihat as of the
effective dale of coverage requires ongoing medical treatment

(H 1641) §2849-2(B)B,6 52850(2)

Requires the Bureau oflnsurance to reportto the Banking and
Insurance Committee on or before January 1, 1993, on
reinsurance model* with opt-out §5

No provision

No provision

No provision

Marketing standards; superintendentw ill develop standardized

plana §2808-8(6)

July 15, 1993 (for rating and guaranteed Issue)
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MASSACHUSETTS

Gusrantced issue; howaver, until December 31, 1994, a carrier
can lim it the guaranteed issue requirementto 90 coruccutive day*
« year, certain association groups are exempted from ail but the

reinsurance portion of the bin (1991 HB 6307) 92(b), 4(&)1
1-25 91

Does notapply lo individual policies (2(a)

Age, sex, rate bajia type, industry, numberofeligible persons,

and participation rate ofa group {1

Premium rates are limited to a 2-1 rale band; however, the
following adjustments ore permitted outside that band: benefit
level, geography + /- 2096, group size + /- 5% , wellness discount
-596, phase out adjustment for experience and duration rating on
existing business to reach + /- 1596 by 12/31/94, age + /- 3396
until 12/31/93 &3 (a)l, 3(a)3(4), 3(a)7

Phase out o frating restrictions 53(0)8
Trend plus 10% plus changes in essa characteristics 93(b)
Guarantied renewable except ‘for cause” 84 (b)(1)(2)

Prohibits policies from excluding eligible employees or eligible
dependents on the basis cfan actual or expected health condition

of such person §5(»)

Preexisting condition exclusion of6 months; credit shull be given
if a personwas covered under qualifying previous coverage if
previous coverage was continuous 30 dayn prior to the new
coverage and if previous coverage was reasonably aetunrially

equivalentto new coverage §5(h)
Prospective/mandatory for commercials §8

W hole Groups: 15096
Individuals: 500% §8(1)(2)

55,000 §8

596 of smell employerpremiums; if inadequate, other funding

sourcea w ill be recommended 58(7)

April 1, 1992

MINNESOTA

Guaranteed issue ofall products sold in small employer market

(1992 HB 2800, SB 2603) 83 subd. 1, 4 subd. 1

2-29 §»ubd. 26

All provisions exceptguaranteed issue npply to Individual policies

512 subd. 1,2,6 aubd. 270)00

Relevantcharacteristics of small amployer os determined by
carrier In determination of premiums; claims experience, health
status, industry, duration Ofcoverage, and gender are not case

characteristics 12 aubd. 6 3 subd. 4

Rates must notvaiy by more than +/- 25% o f die Index rate for
aame or similar coverage; Inside the rating band, variations can
bfi based only on ..saith status (Includes refraining from tobacco
use or other aciuarially valid lifestyle factors), claims experience,
industry, and length of rime employer has been covered;
adjustments outside the band: age + /- 50% , geography +/-
20%, rate cell* are permitted baud on number ofadults and

children covered under the policy {8 subd. 2,3,4,5,6
None

No provision

Guaranteed renewable except ‘for cause' J3 subd. 5

Application mustinclude all eligible employees 84 subd. 1

Preexisting condition exelusion of 12 monihs; requires credit for
time covered under qualifying prior coverage; permits 18 month

preexisting condition lim itation for late entrants §3 subd.4

prospective/with an opt-out §13,18(1)

W hole Groups; 150%
Individuals: 50096 521(1)

S$5.000, plus 10% ofthe next 350,000 §20(1)

Initially, $100; in addition, not to exceed 4% ofthe member's
small group marketpremium (if it is determined that premium

charges are insufficientto cover the losses) {22(2)(3)

Loss ratio*; Initially 6596 for individual policies, 75% for group

policies; increases by | % peryearlo 70% and 80% , respectively

58

Most provisions July |, 1993
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MISSOURI

Guaranteed laaue '1992 SB 796) $6
3-25 91(28)

No provision §2(1)(2)(3), 3

Relevantdemographic! of email employer as considered by earricr
in determination of prcmlumi; claims experience, health status,

and duration of coverage are notcate characteristic! $1(9), 4(10)

Index role for one clasa of business shall not exceed the index rat’,
for any other class o f buiineea by more than 20%-, for 0 class o f
business, the premium rates charged small employers with similar
cue character!.lies shall notvary from the index rate by more

tho.o 25 % $4(1)(2)
3 year* §4(3)b

Trend plus 15% plus changes In case characteristics §4(3)b

Guaranteed oenewable except “for cause’ 85
Insurer mu>t cover the whole group {6(5)e

Preexisting condition limitation of 12 months; credit shell be given
if aperson wes covered under qualifying previous coverage If
previous coverage wee continuous 30 days prior to the new

coverage, exclusive of applicable waiting periods §5(2" ~
Prospective/mandatory with anupUca,'a .. )

W hole Group: 150% §7(9)2

$5,000 plus 10% of the remaining incurred claims; maximum lim it

0f$25,000 §7(8)3

Formula to be set by Board but mustbe 50% +« 150% of carrier’'s
proportional share of all reinsuring carriers' small employer
premiums; maximum amountshall be 5% ofloul premiums
earned in previous year from small employer plans S II(Z)b.

11(3)c

Guaranteed issue nnd continuity ofcoverage provialon effective

July 1, 1994; all other section? affective July I, 1993

NEW HAMPSHIRE

No provision (1992 HB 321)

2-50 9420-F:I(X1)

Does notapply to t.dividual health policies which are subject to

policy form and premium rate approval J420-F:2(l)(ll)

Relevantdemographies ofsmall employer as considered by
carrier in dcteimination of premiums; claims experience, health
status, and duration ofcoverage are not case characteristics

§420-Fil(1V)

Rate* charged during a rating period to small employers with
almllar ease characteristics for same or similar coverage shall not
vary from the Index rate by more thun 30%

§420-F;3()e

5 yean §420*Ft3(T)P)e

Trend plus 15% plus change! In cam characteristics

&420-Ft3(1)2

Guaranteed renewable except 'for cause* $420-F:4

Insurer must cover the whole group 8§420-F:4

Preexisting condition limitations consistentwith insurance

departmentrules

No provision

No provision

No provision

No provision

January 1, 1993
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NEW JERSEY

Continuous open enrollment (guaranteed issue) J3b
2*49 SI

Applies to til health benefit plana covering eligible employeeiof

one or more small employer* 82

Prohibits the use ofage, sex, health status, residence or

occupation with community rating. 81

Rale* m *," not exceed 4 limes the base premium rate charged to
the lowest-rated group. Plans mustbe community rated by
1/1/97. ;'1/94 to 12/31/95, premium rates charged 10highest
rated group _* U notb* greater than 30056 o f rate charged to
lowestrated group. 1/1/96 to 12/31/96 greater than 200% . 19

Policies whose term extends beyond 12/31/93. Policies

contracted on or after 1/1/94. 59(h)(i)

Beginning 1/1/95 mny make informational filing tvith
commissioner of Increase or decrease provided the loss ratio not

be lew than 75% or the premium. 8§9g
Guaranteed renewablo except 'for cause* §7

Must offer coverage to all employees and their dependents.

Cannotexclude based on actual or expected health condition. 82

Generally no preexisting condition limitation. Praex may apply
to agroup of 2-5 if the period is 180 days forward and 6 months
beck, however, if 10 or more late enrolled request coverage pre-
ex doe* not apply. Credittball be given if a person was covered
under qualifying previous coverage if previous coverage was
continuous 30 days prior to the new coverage, exclusive of

Applicable waiting periods. 86
Prospective §12

W hole Croup: 150%
Individual; 500% 820

Receive reimbursementin aceordince with standards developed

by board. 819s

Apportioned among «Il reinsuring members in proportion lo their
respective shares of the premium* e*mcd from small group plans.
Additional assessment* of all member not to exceed | % of

premiums. lec

N o pre-ex perrailled — sae continuity of coverage. Some carrier*

paying 2nd tier assesrments will receive a credit. 821c
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NEW YORK

Continuous open enrollment (guaranteed issue) (1992 A 12350-A)
$3231

3-50 for openenrollment $3231

Must be community rated and mustbe offered through open

enrollment $3231

Prohibits the use of oge, sex, health status, or occupations;
geography it permitted on a county-wide (or larger) baalt; Since
notprohibited, preaumably group size, participation, wellness, and

other cate characteristics arc permitted $323](a,b)

N o statutory restrictions on permitted case characteristics, but
Department has rate approval authority for Initial rates

$323 1(c)(c)

The one-yeardelay in effective date is viewed aa the transition

period

Prior rating approval; beginning April 1, 1994, rates shad he
deemed approved If policy has an anticipated loss ratio ofnotless

than75% §3231(a),3231(2)a
Covrrage may noi be terminated due to claims experience §3231

Carriers must offer coverage to all employeciund their dependents

$3231

Plans must credit the time | person was covered under previous
health insurance plan or benefit arrangement if the previous
coverage was continuous to a date not more than 60 days prior lo

the effective dnie of new coverage {3232(a), 4318(a)

Regulations shall include reinsurance or pooling process designed
to share the risk ofhigh claims costs; cost variations based on

demographic factors and possible adverse selection 63233(c)

No provision

No provision

No provision

land 2 live employers must be classified in cither the Individuals

or small groups rating category by the Insurer §3231(b)

Community rating and open enrollment take effect April 1, 1993;

continuity of coverage lakes effect January 1, J993 §21

NORTH CAROLINA

Guaranteed iaiue §58*50-125(d)

3-25 658-50-110(22)

Does not apply to individual health policies $58-50-115

Relevantdemographics of small employeras considered by
carrier In determination of premiums; claims experience, health
status, and duailon of coverage arc not coae characteristics §58-

50-110(6)

Index rate for one class Ofbusiness shall not exceed the Index
rate for any other class ofbusiness by more than 25% ; for a class
ofbusiness, the premium rates charged small employers with
similar case characteristics shad noivary from the Index rate by

more than 35% 858-50-130(b)l,2
3 years $5»-50-130(b)7

Trend plus 15% plus changes in caae characteristics §58-50-

130(b)3(b)

Guaranteed renewable except ‘for cause"” §58-50-130a(3)

No provision

Preexisting condition lim itation of 12 months; credit shall be
given If a person was covered under qualifying previous coverage
if previous coverage was continuous 30 days prior to the new

coverage, exclusive ofapplicable waiting periods $58-50-130

Prospective/with an opt-out §58-50-150

W hole Group: 150%
Individual: 500% §58-50-15Q(g)2(g)

55,000 plus 10% o fthe next550,000 §58-50-150(g)2(e)

First 3 years: 50% - 150% ofamountit would have been hod
assessments been based on proportional relationship of small

earner’'s total premiums; not to exceed 4% $38-50-150(1)1

January ,1, 1992



Availability

Croup Sire

Individual Polities

Case

C htrtcterinics

Rating Restrictions

Transitional Period

Renewal Rating

R enewubiiity

W hola Groups

Continuity of

Coverage

Reinsurance Type

Reinsurance Price

Cost Shr.ing

Assessments

Other

Effective Dele

Modified open enrollment.

ofbusmen.

2750 $3923.5*

OHIO

Carriers mustopen enroll 1/2 or 1% of total block

Subjecthliw if any portion of the premium or benefits is paid by the

employer, or uoy individual Is reimbursed for any portion of the premium.

53924.02(A)

Geography, age, sex and industry classification.

experience, health status or duration ofcoverage.

Does notlinclude claims

53924.01(E)

Premium rates for small employer plans with similar caac characteristics may

noivary Gram the midpointrale for those small employers by more than 35% of

that midpoint rate.

83024.04

Ratea that exceed rate band may not use experience.

Trend plus 15%

Guaranteed renewable except “for cause.’

changes In case characteristics.

{3924.04(C)

3924.03(0

Cannotexclude eligible employees or dependents on the basis Ofan actual or

expected health condition.

{3924.03(F)

Preexisting condition limitation of 12 months relating to conditions 6 months

before coverage.

W aiting periods ahail not be more than 90 days.

Plins shall

credit the time n person was covered under a previous health plan for 30 days

prior to the effective date of the new coverage, exclusive of any applicable

w aiting period.

53924.03 (A)(B)

{3924.07
W hole Group; 150%
Individual, 500% 53924.12(A)

Late cnrollees may be excluded up to 24 months.

Apportioned among all members in proportion to their respective shares o f the

total premiums earned from amall group plans.

{3924.13(B)

Assessmentw ill

not exceed 1%.



Availability

Group Size

Individual Policies

Cue

Chnnicteriflic*

Paling Restrictions

Tranaltionnl Period

Renewal Rating

Renewability

W hole Groups

Continuity of

Coverage

Reinsurance Type

Reinsurance Price

Cost Sharing

Assessments

Other

Effective Dale

OREGON

Guaranteed lasue (1991 SB 1076) 8§6(4)

3-25 §3(25)

Applies to individual policies providing health benefits covering
one or more employeesofa imall employer, provisions of OR
742.005 do not apply to individual policies subject to this law

§5(1)(2)

Geography end difference* in family size and composition §7(6)b

Premium rates may notvary from the geographic average oua by
more than 33% exceptthat the premium rale may be adjusted to
reflect the provision ofadditionni benefits not covered by the basic
health care plan and differences in family size and com position

S7(6)b

Effective on the data the reinsurance pool becomes operational

§7(10)*

Trend plus 15% plus ndjustmenu lo reflect provision o f benefits

not required to be covered by basic health care piun 8§7(6)c(B)
Guaranteed renewable except 'for cause* §7(4)

Prohibits carriers from excluding individuals on the baaia of actual

or expected health condition §7(3)

Preexisting condition lim itation of6 months; credit shall be given
if the person was covered under a previous gioup or individual
plan if the previous coverage was continuous 30 days prior to the

new coverage, exclusive of applicable walling periods §7(1)(2)

Prospective/with an opt-OUt §10,11

E xisting business: none
W hole Group: 150%
Individual: 300% 8II(3)*,b

55,000 plug 15% ofthe next5100,000 §liC7)d

M aximum as-veswncntls 4% ofsmall employerpremium plus 1%

of member* total health insurance premiums §1t(|2)n

On or afler the date the Oregon Small EmployerReinsurance Pool

becomes operational

RHODE ISLAND

Guaranteed Istrue (group* of3-25) (1992 H 9011 Sub. A)
§27-49-S(A)

1-50 §27-49-4(AA)

Docs not apply to individual health policies.

8§27-49-4

Relevantdemographics of «<m*U employera* considered by
carrier Lo determination ofpremiums; cleima experience, health
status, and duration of coverage are not case characteristics

§27-49-3 (F)

Index reta for ODe class o fbusiness shall not exceed the index
rale for any other claaa of business by more than 20%; for a class
ofbusiness, the premium rates charged small employers with
similar case characteristics shall not vary from the index rate by

more then 25% §27-49-6(1,2)

3 yeera 8§27-49-6(7)

Trend plus 15% plus changes in case characteristics

§27-49-6(3)b
Guaranteed renewable except “for cause’ §27-49-7

Camera are required lo lake the whole group §27-49-8c(5a)

Plan* must credit the time a person w»* covered by qualified
previous coverage provided the coverage was continuous;
qualified previous coverage is deGned as Medicare, Medicaid,
employer-based health insurance, or individual insurance

providing similar or exceeding benefits. §27-49-8(0)
Prospective/with an opt-out 8§27-49-11

W hole Group: 150%
Individual: 500% §27-49-11(9)5(2)

First 55,000 of reinsured claims §27-49-11(9)(4A)

5% oftotal premiums earned in small employermarker

§27-49-11(L)(3¢)

Standard and economy health benefit plans ire included within
the law and are based on Rhode Island ‘ow -coil limited
mandated benefit law, Copayment, deductihias, and coinsurance

aw outlined. §27-49-12

July 21, 1992



Availability

Croup Size

Individual Policies

Cite

C hiricteritlb *

R iling Restrictions

Trsmiiional Period

Renewil Rating

RcDewabilily

W hole GroupB

Continuity of

Coverage

Reinsurance Type

Reinsurance Price

Cost Sharing

Assessments

Other

Effective Date

SOUTH CAROLINA

No provision
1-25 938-71-920(1)

Doeinot apply to Individual health policies subjectto policy form

and premium rate approval §38-71-930(A,B)

Relevant demographics of amallemployeru considered by
carrier in determination of premiums; claims experience, health
status, end duration ofcoverage are notcate characteristics

538-71-920(5)

Index rate for one class o fbusiness shall not exceed the index
rate for any other class ofbusiness by m ox than 20%; for a class
of business, the premium rates charged small employer! with
similar case characteristics shall not vary from the Index rate by

more than 25% 938-71-940
5 years 538-71-940(A)4

Trend plus 15% plus changes in case characteristics

538-71-940(A)3(B)
Oueranteed renewable except ‘for cause” 938-71-950

Prohibits carriers from excluding any individual from the group;
however, in groups of 10 or less, evidence ofindividual

insurability may be required 938-71-730(3)

Preexisting condition limitations o f 12 mcnths; credit shall be
given for lime served under a prior plan if the coverage la
selected vrhen the person first becomeieligible and the coverage
Is continuous; service waiting periods are not considered to

interrupt continuous service 938-71-730(4)
No provision
No provitlon
No provision

No provision

January 1, 1992
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Individual Policies

Case

Characteristics

R ating Restrictions

Transitional Period

Renewal Rating

Renewability

W hole Groups

Continuity of

Coverage

Reinsurance Type

Reinsurance Price

Coat Sharing

Assessments

Other

Effective Dale

TENNESSEE

Guaranteed issue (1992 SB 2578) §8(E)
3-25 83(24)

Does notapply to individual policies &6(a,b)

Relevant demographics of imall employer aa considered by carrier
in determination ofp r Junta; claims experience, health status,

and duration ofcoverage are not case characteristics 97(6)

Index rate for one class o fbusiness shall not exceed the index rate
for any other class of business by more than 25% ; for i class of
buiiness, the premium rales charged small employers with similar
ease characteristics shall notvary from the index rate by more

than 35% 59(b)

3 years §9(b)7

Trend plus 15% plus chongc in case characteristics 9(b)3(B)

Guaranteed renewable except 'for cause' 89(3)

No provision

Preexisting condition limitation of 12 months; plana shall credit
the time person waa covered under a previous group health benefit
plan if previous coverage waa continuous 30 days prior to the new

coverage 89(1,2)

Proapective/with an opt-out §13(a)

W hole Group; 150%
Individual: 500* 813(g)2(e)

$5,000 plus 10% o fthe next $50,000 S>3(fi)2(c)

Capped at 5% ofsmall employerpremiums; formula to be act by
board but mustbe 50% lo 150% ofcarrier'aproportional shore of

all reinsuring carrier* small employerpremiums JI3(h)(2,4)

Guaranteed issue requirement suspended |If assessment cap is

reached 813(h)4

July 1, 1952; January 1, 1993 for preexisting condition and

guaranteed renewable provisions

VERMONT

Guaranteed iaaue §4080a(4)d(l)
1-49 S40(0a(l)

May notoffer a health benefitplan or insurance policy to
Individual employees or members of a small group as i means of

circumventing the act S4080a(4)h(3)m

The following risk classification factors are prohibited:
demographic rating, including age end gender, geographic area
rating, industry rating, medical underwriting and screening,
experience rating, tier rating, or durational rating; Commissioner
may by rule permit carrier* to use one or more risk

cUulfieadaas §40BOi(h)l

Premiums may not deviate by more than +/- 20% o fthe

community rata fdtd by the small employercarrier 540SOa(h)2

In force business w ill not be subject to the provisions ofthe Act

until the later o fthe date ofrenewal, anniversary, or July 1, 1992

ss1126)p

No provision

Must guarantee rates for six months; must guarantee acceptance

340800 (k)
Carrier must take entire group 540S0n(a>4(<!)

Preexisting condition limitation of 12 months; limitation shall be
waived if there is evidence ofsubstantially equivalent continuous

coverage during prcvioui 9 months §4080a(g)

Prospective/mandatory for commercials; participant* m uit

guarantee solvency w/out limitation on a pro-rata basis §4080n(c)

No provision

No proviolon

No provision

Participation requirement = 75% of employees; most provisions
do notapply to registered carriers who on 1/1/91 and thereafter
bavs written or collected less than $100,000 in annualgrots

premiums for group health benefitplena 54080a(l)h(3)I

July 1, 1992
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Croup Size

Individual Policies
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Rating Restrictions

Tranjilional Period

Renewal Rating

Renewability

W hole Groups

Continuity of

Coverage

Reinsurance Type

Reinsurance Price

Con Sharing

Assessments

Other

Effective Date

VIR GINIA

Guaranteed Issue.* 638.2-3431(0) (*1993 HD 2353 amendment!

awaiting Governors signature)

2-23 for primary small group, 2-50 for small group

538.2-3431(B)

Subjectif any portion oftha premiums or benefits U paid by the
employer, if the employee la relmburaad or If the plan iJ treated as
part of a program for the purpose ofthe US Internal Revenue

Code. §3».2-3431(A)

Based on a com munity rate subjectto demographic rating
including aga, gender and geography. May notuse claim

experience, health status or duration. *

Premium rates charged by a small employer may deviate above or
below the community rale by no more than 2056 for claim
experience, health status and duration only during e rating period
for such groups within similar demographics for the same or
maimilar coverage. Rating factors, including case characteristics

w ill be applied consistently with respectto all primary small
employers in similar demographics. Adjustment” in rates for
claims experience, health status and duration from issue may not

be applied individually. «

No provision

No provision

Guaranteed renewable txcepi "for cause* J138.2-3432(B)

Prohibits carriers from excluding individuals because of health

status 238.2-3432(1)0)

Preexisting condition limitation of 12 months; time shall be
credited to a person .ovcred underprevious individual or group
coverage In the email employer mnrket ofequal or greater value if
coverage wan continuous 30 days prior to new coverage, exclusive
ofapplicable waiting periods. Late enrobes may be excluded for

18 months- 538.2-3432(1)0)

No provision

No provision

No provision

No provision

April 1, 1994

13

WISCONSIN

Guaranteed issue (1992 A $55) §635.26

2-25 $635.20(12)4

Applies to individual policies {635.02(8)

Relevant demographics of small employer aa considered by
eartier in determination of premiums; claims experience, health
slams, and duration Ofcoverage are not case characteristics

55305.05(2)0), 635.18(4)

Premium ratea for smell employer plans with eintllir case
characteristics may no* vary from the midpointrale for those
smell employers by more than 35% o fthat midpoint rate

5635.05(1)

3 yearn

Trend plui 15% plus changes In cose characteristics 6635.05(2)2

Guaranteed renewable except "for cause* §635.07

Insurer must offer coverage to the entire group

§635.25(2)

Preexisting condition limitation of 12 months; cradit shall be
given to individuals who were previously covered by qualifying
coverage if the coverage was continuous 30 days prior to the new

coverage, exclusive of applicable wailing periods §635.17

Reinsuranca type and assessments shall be studied by the Health

Insurance Board §635.23

No provision

No provision

No piovlaion

Day after publication
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Croup Size

Individual Policies

Case

Characteristics

Roling Restrictions

Transitional Period

Renewal IU ting

Renewability

W hole Groups

Continuity of

Coverage

Reinsurance Type

Reinsurance Price

Cost Sharing

Assessments

Other

Effective Dale

WYOMING

Guaranteed Issue {26-19-306
2-25 526-19-302(xxli)

Docs not apply to individual policies which arc subject to

approval for policy form 526-19-303

Relevantdemographiea of small employer ea considered by
carrier In detennutallon ofpremiums; claims experience, health
mtarns, and duration o fcoverage are not esse cherceterinica

526-19-302(vi)

Index rate for one close of business tbsil notexceed (be index
rate far any other class of business by more than 20%; ft a class
ofbusiness, the premium nles charged small employers with
similar case characteristics shall not vary from the index rale by

more than 25% §26-19-304
3 yean §26-19.304fa)viil

Trend plus 15% plus changesin et»e characteristics

§26-19-3W (a)iiiCB)
Guaranteed renewable except ‘for couse* 526-19-305

Insurers arc required to offer coverage to the entire group

526-19-306(c)V]j

Preexisting condition lim itation of 12 months; credit shall be
given for time person was previously covered If previoua
coverage was continuous 30 days prior to new coverage,
exclusive o fapplicable wailing periods, or for n personwho
become unemployed and are provided coverage If the person

obtains employment and coverage within 60 day* 526-19-306(c)i
Prospeetivec/mandaiory {26-19-307

W hole Group: 150%
Individual: 500% 526-19-307(b)!.U

55,000 526-19-307(l)x,v

Notto exceed 5% of the total small group prcmluma

§26-19-307(n)A

No earlier than March 31, 1993

14



COMPREHENSIVE SMAIl, EMPLOYER PACKAGES

HIAA NAIC

Availability Guarantee ' issue Guaranteed issue (groups of 3-55)

Group Size 3-25 1-25

Individual Policies Individual poiiciat sold lo small employer subject to Act; however, Does apply to individual policies; although draflng note says that
if state hst effective rate regulation, the rating requirements do not otaies may wish to consider exem pting individual health policies
apply from ths ra'.iiig provisions

Case Geography, age, rex, size of employer, and other objective Small employer carriers may not use case characteristics other

Characteristics criteria; but does not include claims experience, health status, or than age, gender, industry, geographic area, family composition,
duration ofcoverage and group size without prior approvalof Commissioner

Rating Restrictions Premium rates for small employer plans with similar case Index rale for one class of business may not exceed the index rate
characteristics may notvary from the midpoint rate for those small for any other clacs o f business by more than 20%; for a class of
employers by more than 35% o fthat midpointrote busineoi, the premium rales charged anuill employers with similar

case characteristics shall nr; vary from the Index rate by more

thin 25%
Transitional Period 3 years 3 yean
Renewal Rating Trend plus 15% plus changes In case characteristics Trend plus 15% plus changes in case characteristics
Renewubility Guaranteed renewable except 'for cause* Guaranteed renewable except 'for cause*
W hole Groups Camera must take the ontire group Carriers must lake the entire group
Continuity of Plans must credit the time a person wns covered under a previous Plans must credit the time a person waa covered by qualified
Coverage employer-bssedplan if coverage waa continuous. previous coverage provided the coverage was continuous;

qualified previous coverage is defined as Medicare, Medicaid,
employer-hiied health insurance, or individual insurance

providing similar or exceeding benefits

Reinsurance Type Prospective/mandatory Individual rules will determine whether to make participation in

reinsurance mandatory or voluntary

Reinsurance Price W hole Group: 150% W hole Group; 150%

Individual: 500% Individual: 500%
Cost Sharing None First S5000 ofreinsured claims plus 10% ofnext S50.000
Assessments 4% ofthe premium ofsmall employer marketnetof reinsurance 5% ofthe premium ofthe small employer market

premiums paid

OUicr Camera msy reinsure existing business and new adds

Effective Date



ALASKA STATE LEGISLATURE minority whinp

3111 CSTREET

ANCHORAGE. ALASKA 99503 CHAIR
(9071561-2039 CHILDREN*S CAUCUS
FAX: 1907) 561-1691
HEALTH. EDUCATION
STATE CAPITOL & SOCIAL SERVICES
IUNEAU, ALASKA 99801-1182
(9071 465-3875 STATE AFFAIRS

FAX: 907-465-2294
ECONOMIC TASK
FORCE

REPRESENTATIVE BETTYE DAVIS

DISTRICT 2

SPONSOR STATEMENT FOR SSHB 12
Small Employer Health Insurance Reform

SSHB 12 promotes the availability of health insurance
coverage for small employers and reforms, the small employer
healthinsurance market. ” Without requiring additional sfate
expenditures, It provides:
| small employer groups would
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sent (see Sec. 21.5%.140(a)).
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* Premium pricing limits - The bill limits how much insurance
companies couldl vary their rates for groups similar in
geography, demography, and plan de3|%n. It also limits

increases in rates (See Sec. 21.56.120),

o <2

_ Based on mode| legislation drafted by the National Associa-
tion of Insurance Commissioners, SSHB 12 would improve the overall
fairness and efficiency of the small employer _health insurance
market. It enjoys support from the National Federation of
Independent Business, the Alaska State Chamber of Commerce, the
Alaska State Hospital and Nursing Home Association, and other
organizations.

*520,nS'-bvTT rr™rxh



ALASKA STATE LEGISLATURE MINORITY WHIP

3111CSTREET

ANCHORAGE, ALASKA 99503 CHAIR
(907) 561-2039 CHILDREN*S CAUCUS
FAX: (907) 561-1691
HEALTH, EDUCATION
STATE CAPITOL & SOCIAL SERVICES
IUNEAU. ALASKA 99801 1102
1907) *165-3875 STATE AFFAIRS

FAX: 907-465-229*1
ECONOMIC TASK
FORCE

REPRESENTATIVE BETTYE DAVIS

DISTRICT 21

MEMORANDUM
SUBJECT: Sectional Analysis of SSHB 12
TO: Membhers, House Health, Education, and Social

Services Committee
FROM: Representative Bettye Davis
What follows is .a sectional analysis of the above described
bill.  As a preliminary matter, please note that a sectional
analysis f a bill should not be considered an authoritative
mterrﬁ retation of the bill and the bill itself is the best
statement of I1ts contents.

Section 1 - Purpose.

Section 2 - Adds a new section to AS 21,36 (Trade

and Fraudsg that prohibits violations of the fair

standards stab||shed under Sec. 21.56.180.

Sect|on 3 - Excludes AS 21,56 (Small Employer Healt
terg from the ynfair discrimination provi? ion o

Pra tices and Fraud law (AS 21.36.090).

Section 4 - The five-year sunset provision for Section 3.

Section 5

N

Sec. 21.56.010 - Creates the Small Em ployer Health Reinsurance
Association as a nonprofit, incorporated . legal entity an
requires membership of "all insurers fferlng health benefit

plans in the state.

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

Sec. 21.56.030 - General powers of the association.

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

to establish certain proce'



House HESS Committee
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ec. 21.56.070 - Requires the board to issue a report every
two years on the effectiveness of the association.

ec. 21.56.080 - Exempts the association from the Administra-
ive Procedure Act (AS 44.62).

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

ec.. 2156100 - Provides immunity from civil actions filed
ga st a member of t_he association for a negligent act on
half of the association.

21.56.110 - Establlshes when an individual or health
benefit pIan IS subject to, AS 21.56 and provides that
aw eq iring covera e. reimbursement, utilization, or

a specuc health care practitioner d not
ea Ih benefit plan prowded to a small empl yer.
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Sec. . 21.56.140 - Except as provided
requires small employer insurers to
benefit plan and a standard health b
insurers to file health benefit p

ans
division of insurance. Allows the dire
those plans that do not comply with AS 21.56.

Sec. 21.56.150 - Requires health benefit plans for a small
employer to contain certain provisions.

Sec. 21.56.160 - Exempts . a small employer insurer from provid-
Ing coverage under certain conditions.

Sec. 21.56.170 - Provides when a small employer insurer may
cease to do business in the small employer market.

o

nder Sec. 21.56.160,
ffer a basic_ health
plan.  Requires
d recéor of the
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I to approve

e
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with t
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Sec, 21.5?180, - Establishes fair marketing standards for
small employer insurers

Sec. . 21.56.190 - Provides, for adoption of vregulations
requiring small employer insurers to reissue términated
coverage,

Sec. 21.56.250 - Definitions.

Section 6 - Provides that a health maintenance organization is
sgbiect to the small employer health insurance provisions in
AS 71.56.

Section 7 - The five-year sunset provision for Section 6.
Section .8 - Provides that a hospital or medical service
corporation is subject to the small employer health insurance
provisions contained in AS 21.56.

Section 9 - The five-year sunset provision for Section 8.

_&% - Transition section in regards to premium rate
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Section 11 - Transition section in regards to association's
plan of operation, a small employer insurer's basi¢c and
standard health benefit plans, an inSurer's filing net insur-
ance prem|u earned from certain health insurance plans, and
Y)ven the Health Benefit Plan Committee shall submit health
enefit plans.

Section 12 - Repealer clause for sunset provision,
Section 13 - Five-year sunset of effective date clause.
Section 14 - Effective date,



Development

Economic

Sponsor Substitute for HB 12: "An Act relating to health
insurance for small employers and
providing for an effective date."

The department is neutral on this legislation.

One of the more challenging issues facing this country and Alaska is the ever-
increasing number of small employers unable to afford health care insurance. This
bill would address small employers who have been unable to purchase health care.

The bill sets up a reinsurance pool for insurers writing small employers health
insurance in the state. In order for th” bill to be effective, certain provisions have to
be met. First, health is not a term defined in Title 21; the appropriate term is
disability. Second, the division ofinsurance cannot be a member ofthe reinsurance
board and be aregulatory agency for the pool. This creates a conflict for the division.
The authority of the director should be for approval only and not for appointment.
The pool and coverages they provide should be exempt from the mandatory coverages
in Title 21. The pool shall be subject to the marketing and financial sections of
Title 21. The pool should not be subject to a subsidy from the legislature or exempt
from taxation.

Additionally, 21.56.010 should clarify if hospital and medical service corporations and
health maintenance organizations, as defined in 21.87 and 21.86, respectively, are
included in membership. They are included on the board.

Section 21.56.060 should state that the committee be made up of the members
approved in Section 21.56.020. The director should only have the authority to
approve so not to cause a conflict. The cross-section of members in Section 21.56.020
is adequate enough to establish the appropriate benefit plan committee and would
help expedite selection and implementation of the pool.

Pqul Fuhs,""mmIlssioner
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Small Employer Health

Availability

Group Size

Case
Characteristics

Rating
Restrictions

Transitional
Period

SSHB 12

Highlights

Insurance Refornm

SSHB 12
Guaranteed 1issue

Sec. 21.56.140(a)

Sec. 21.56.250(25)

Geography, age, sex,
and other objective
criteria but does not
include claim exper
ience, health status,
or duration of cover —
age

Sec. 21.56.250(7)

An insurer®s rates
for similar groups
may not vary from
applicable index rate
by more than 35%

Sec. 21.56.120(a) (1)

3 years

Sec. 10. PREMIUM RATE
RESTRICTION (page 27,
lines 13-28);

Sec. 21.56.120(a) (2)



Renewal
Rating

Renewability

Whole Groups

Continuity of
Coverage

Reinsurance

Reinsurance
Price

Cost Sharing

SSHB 12

Trend plus 15% plus
changes 1in case
characteristics

Sec. 21.56.120(a) (3)

Guaranteed renewable
except "for cause"

Sec. 21.56.130

Must take whole group

Sec. 21.56.150(6)

Plans must credit the
time a person was co—
vered under a previ—
ous employer-based
plan if the coverage
was continuous

Sec. 21.56.150(2)
Mandatory prospect—
ive. Insurers must
participate in the
reinsurance mechan—
ism.

Sec. 21.56.010

150% for whole groups

500% for individuals

Sec. 21.56.050(b)

First $5000 of claims

Sec. 21.56.050(a) (5)



Assessments

Industry Rating

Reinsurance

Board

Health Benefit

Plan

Committee

SSHB 12

5% of the premium of
small employer market

Sec. 21.56.050(d) (6)

A rate factor may not
vary by more than 15%
from arithmetic aver —
age of highest and
lowest rate factors
associated with all
industry classifica—
tions.

Sec. 21.56.120(a) (6)

9 members selected by
participating members,
subject to approval by
director. At least
six members shall be
small employer insur—
ers. At least one
member shall be
insurer principally in
small employer market;
one principally in
large employer market?
one to represent a
health maintenance
organization, one to
represent a hospital
or medical service
corporation.

Sec. 21.56.020

7 members selected by
director. Includes
representatives of
insurers, small
employers, employees
of small employers,
health care providers,
and agents or brokers.

Sec. 21.56.060(a)



Insurers With
Restricted
Charters, e.g-.
Fraternal
Benefits Or —
ganizations

SSHB 12

Guarantees issue only
to those permitted by
charter (e.g-, the

Lutheran Brotherhood)

Sec. 21.56.160(a)®B)



ALASKA STATE

Hospital & Nursing Home
ASSOCIATION

March 1, 1993

Representative Cynthia Toohey

Co-Chair

Health, Education & Social
Services Committee

House of Representatives

State Capitol
Juneau, AK 99801 Re: Support HB 12; Health Insurance
Small Employers

Dear Representative Toohey:

ASHNHA, representing coir unity hospitals and nursing homes
across the state supports HB 12, providing for group health
insurance for small employers.

The lack of availability and cost of health insurance for

small employers are the major reasons many small Alaska
businesses do not provide health insurance benefits to themselves

or their employees.

We would urge the committee tc move ahead in approving HB 12
as a positive step towards reforming Alaska®s health care system.

Any health reform proposal can encompass what will be
accomplished under HB 12.

Sincerely,

President/CEO

cc: Representative Bettye Davis

319 Seward Stoeet#1l *Juneau, Ak 99801 «(907) 586-1790 =Fax (907) 463-3573
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Medical costs it" the U.S. have soared
torecord-breakh g numbers, exceeding
many people Sabilitytopayfor quality
care. Annually, our national health bill
ion- and 13%

isfast approaching SI tri
ofAmericans are uninsured.

How serious istheproblem ?And can
"enew President make good on his

ntpaignpledge to reduce health-care
costs and guarantee affordable health
insurancefor everyAmerican? We asked
the polbter Mark Clements tofind out.
.tour request. Clements conducted a
national survey ofpeople who were rep—
resentative of the country by sec. age,

race and income. Here ishis report.

MERICANS DESERVE A
heaJth-care plan that

w ill bring costs down,

that will get tough

w ith the insurance

companies and drug

companies, that will

coverevery .American,

that will put a much

greater emphasis on prevention and re-
search." W ith those words, issued two
weeks before his election, B ill Clinton
cogently put forth his agenda for health-
care reform. But, according to a survey
conducted exclusively for PARADE of
menandwomen ages 18to 75. mostAmer-
icans— a significantseven ofevery —
doubt the new Adm inistration will be
able to rein in runaway health spending.

Still, Americans are ready for change:
Fouroutoffive wanta national health-
care policy and guaranteed medical ser-
vices for all. Two outofevery five view
health care as “the biggest problem fac-
ing the U.S. today," outranking education

.‘c.ime. Formany ofus, health costs—

ch soared to arecord-breaking $3160
pet man, woman and child in 1992— are
already too high to handle. According
to PARADF’'s survey,one American in
three did not go lo a doctor during the
past year for financial reasons.

"A lot oftimes, | don't take the kids
to the pediatrician for routine things, like
colds,” suys Dana W iele, 34, of Floris-
emu Mo. Her husband’'sjob as a letter-
carrier provides health insurance for their
four children, ages 2 to Il, butdoesn't
cover all charges. “I try to get by with

over-the-counter treatments, depermit, g

Doctors' In's, eTpenshe equipment and

hospital charges contribute to high costs.

APMANF
I REYHNDS

CRAENCY-AND

Victor Gomel, 3S
of Carol Stream, I].L,
turned dawn a new
Job when It didn't
provide health
beoeflts. "I have
three Wds," he says.

“Insurance Is m jr

S Jo/Ji

PACE 4 «FEBRUARY 28,1993 = PARADE MAGAZINE



“ITSTIME TOVAKE IENEFAMERICASHALTHCARESYSTHY]
TOBRINGCCISUNCHR CONTROLAND TOVAE OLRFAMILIESANDQIR
BLANESESSHO RE. | WANT IT DONENDW?

-President Bill Clinton, an uniiug the First Ladly to heed tlie President's Tesk Foroe an National Health Reform

on how things arc going that month.”

sayj Wiele, who considers herself for-
tunate compared with others. "I know
the heartache my neighborwent thiough
after her husband's company went un-
der. and they lost their insurance. She
couldn'tgetcoverage for herpregnancy.”
Can we afford it? Attimes in the last
year, say 32% o fthose surveyed, they did
oot have enough money for medical or
health care. M inorities and low-income
families fell the financial squeeze most:
M ore than half of black and Hispanic
Americans (52% ) and those earning less
than $20,000 ayear(51% )could notnay
for health services at some point in the
last 12 months. Cost has become a fac-
torin choosing adoctorfor46% of Amer-
icans, especially those ages 18 to 34.
These findings confirm what .Ameri-
cans have been saying for too long," says
who worked on health
“Our

Anil Gawande,
care for Clinton's transition team.
nation offers the finest health care in the
world, but more and
more Americans
can'tafford it."
According to
Kevin Anderson, a
consultant for the
nonpartisan A Ili-

ance for Health Re-

form in Washington,
r : ‘The average

rican house-
hold spent S8000,

directly or indirect-
ly. on health cart in
1992. That's a big
chunk ofa family's
income, and it's go-
ing to get bigger.”

How confident
art-we? Even those
who can pay today's

8%

medical bills can't
help butworry about
tomorrow's. About
67 %

not confident they

say they are

could afford long-

term care athome or
in anursing facility,
w hile 30%

sure they could han-

are not

dle the costs of an
operation oramajorillness. About 17%
fear they may not have enough cash for
routine care, such asregularcheckups.
Such worries are most acute for the
35 million Americans estimated to be
uninsured. Like 13% ofthose surveyed.
John Medved, 45. a freelance draftsman
in Minneapolis, does not have health in-
surance. He'd like to be able to afford a
private policy butconsiders himselflucky.

W hen he needed surgery to remove a

Do We Need A National
Health-Care Policy?

Hearty S outof 10 respondents said we
need national health care. The figure for

blacks and Ifepancs was eruihigher 94K.

Should ThereBeAlim it On
HowMuchDoctors Can Charge?

More than 8 oatof 10 awiwered “y*s”
when asked if tbere shodd be a law

lim iting how moch doctors can chargo.

PresidentClinton has pledged to cot health costs and guarantee health insurance to a(L Lost

month, he appointed Kfflary Rodham Clinton flowerright! to head health-refomipanel

growth on his foot
last year, the coun-
ty public-assistance
program helped out.
"W e've got an ex-
cellent program in
Minneapolis,”
Medved. "1 don't

know what | would

says

have done if I lived
somewhere else."

Almost 80% of
Americans want the
governmentto guar-
antee care for the
needy. "W e found
enormous support
forhaving evetyone
covered," say; Cin-
dy Toth, associate di-
rectorofopinion re-
search for the Health
Insurance Associa-
tion of America in
W ashington, D.C.
The supportbreaks
down, though, when
you ask what people
would be willing to
pay in taxes or oth-
erways."

W ith the nation's
health bill trillion

annually, more people may be worrying

zooming toward S|

about paying theirown bills. Like 73%
of Americans, M aijorie Roberts, 54, as-
sistant directorofpublic relations at New
York Medical College in Valhalla, N.Y .,
gels health insurance through herjob —
a benefit she values highly. “1've been
laid o ff." says Roberts, "and |I've hadjobs
thatdon'tprovide coverage. | know how

hard itis to getinsurance on yourown."

PARADE MAGAZINE = FEBRUARY 28,1993 = PACE S

Nearly 30% of Americans have not
changed jobs for fearoflosing medical
coverage. "l had the opportunity to get
another position, but it didn't provide
health benefits." says Victor Gomez, 38,
111.,, who works for

of Carol Stream.

Commonwealth Edison. “I have three
kids. Insurance is very importantto me."

More than fourofevery five families
w ith health insurance say they are sat-
isfied with theircurrent plans. Gomez,
who belongs to an HM O thatdesignates
which doctors the patients can choose, is

an exception. “You have to go through

a real paper chase to change your pri-
mary doctor, and sometimes you have
to waitalong time for an appointment.”
he explains. Yettwo out of every three
Americans say they'd be willing to go
todocton speciSed by an insurance com -
pany if it would lower costs.

Among those covered by Medicare or
M edicaid, 87% believe they receive the
same treatment from doctors as do pri-
vate patienrs. However, 22% reporthav-
ing been turned away by adoctor be-
cause of their insurance status. Among
blacks and Hispanics, the percentage re-
fused care is twice as high. A slim ma-
jority (54% ) of those surveyed say that
everyone over 65, including the very
wealthy, should be eligible for Medicare

W hy does health can: costso much?
Americans blame many factors, indud -
ing hospital charges, malpractice suits
(fouroutoffive would like to see a cap
on settlement amounts), doctors' fees,
expensive medicalequipmentand tech-
nology, and the cost ofcaring for those
without health insurance. The elderly
single out prescription drug prices as the
No. lculpritin driving up health costs,

At72,Beatrice Pace of Cincinnatire-
members atime when costwasn'tabar-
rier to care: "F ifty years ago, | barely
had 9 cents for the streetcar, butl could
take my two children to a clinic for all
theirshots and wonderful free care. Now
| read that a single shot is S50. People
want to take care of their children, but
they can'tafford to." Like 84% ofAroer-

continued

\iteYor\oceHad

Cdl 1-900-773-1200 I youwould Hite to answer the folloning guestiors, Tre

charge is 75 cents per call"Tease use touchrtore

phones only. To participete,

caQbetween8am ESTon Saturchy, Feb, 27, and nridnight ESToc

March 3, Pleasebe

prepared to answer proptly. Paradewffl patfcfcﬂ*elmﬁs’

1. Should the government Omit how much doctors can charge?
ress 1for YES, press 3for NO.
2. Should doctors be salaried workers?
Press 1for YES, press 3for NO.

3. T Save money, Wi
by an insurance p

é#]d7 you go only to those doctors approved

Press 1for YES, press 3for NO. o
4. Should Medicare cover those who can afford to pay on iheir own?
Press 1for YES, press 3for NO.

5. Doyou believe the Clinton team will fix our health-care system?
Press 1for YES, press 3for NU.

6. Please touch-tone inyour age.
Call 1-900-773-1200
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HEALTH OARE/continued

Do You Think The Clinton
Administration Will Be Able
To Control Heaith-Care Costs?

%

2%

YES NO

About 7 out of 10 respondents doubt tfurt
the itaw A cbirebjtlon on fcrdthealth costs.

To Toice your views, see box on page 5.

icans, she would like ro see legal lim its
on whatdoctors can charge.

How oursystem ranks. W hile the U.S.
spends more ofits gross dom estic prod-
uct on health than other industrialized
nations (14% , compared with less than
7% in Japan), itranks below many nations
on key health indicators, such as infant
m ortality and life expectancy. YetAmer-
icans give our health-care system better
marks than some experts feel it deserves.

More than 75% ofthose surveyed rate
our health-care system as average or bet-
ter 20% feelit's one ofthe world's best.
The more money Americans make, the
more positively we view our health-care
system. Among those earning 575,000 or
more,54% rate U.S. health care asone of
the bestorabove average, compared with
just 36% ofthose in low-inccme brack-
ets. And we give the highest ratings to
ourown ph;. icians. More than 90% are
satisfied wim their doctors’ quality of
care, knowledge and bedside manner.

“Americans feel content with their
current circumstances, but they worry
aboutthe future," observes Kevin Ander-
son of the Alliance for Health Reform.
"People realize they're just a pink slip
away from falling through the cracks.”

Butwe aren‘texpecting miracles. The
factthat71% o fthose surveyed doubt that
die new Administration can bring down
health costs indicates that ‘They know it
won'tbe easy,"says Judy Feder.amem -
berofthe President's Task Force on Na-
tional Health Reform, which is headed
by First Lady Hillary Rodham Clinton.
“These problems didn'tappearovernight,
and they won'tdisappearovemlighL” H

PARADE"S study was conducted inDe —
cember by mail by the independentfirm
of Mark Clements Research, Inc. The
overall sample was selected toconform
to the latest available U.S. Census data
formen and women ages 18 to 75. The
2512 responses—- representing nine ge —
ographic divisions by age, household in—
come and household size- were then
weighted to the latest Census data for
age, race and householdincome. This re—
portwas p. epared with the assistance of
and additional reportingby Dianne Hales
and data analysis by Pat DePietto.
Incoming weeks, Mark Clements will
report on PARADE*S national surveys

on law and order and on education.
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SMALL EMPLOYER MARKET REFORMS

Pre-1991

Comprehensive Package

slates which have enacted a comprehensive,

or ..ear-comprehensive small employer package

Connecticut 51990)t
Hawaii (1974)

1991

Comprehensive Package

passed in 1991

Massachusetts
North Carolinat
Oregon

South Carolina*
Vermont

Partial Package

stales which have enacted select precepts

ofsmall employer market reform*

Georgia (1990)

Partial Package

effective 1991

Colorado
Nebraska
New Mexico
North Dakota
West Virginia

Other

passed at least one chamber prior to adjournment

Maryland
Washington

t Generally follows HIAA/NAIC model

« Awaiting Governor's signature



Guaranteed Coverage of ~ Renewability Continuity Premium Ref. Year

Access Whole Groups ~ of Coveragé of Coverage  Pricing Limits
385,26 1992
AB 1672 1992
510 8-116.5 1991
5380557 1990
HB 671 1992
HRA57/532350 1992
53278 1990
HRS 5151 1974
27815 1992
HB 2370 1992
Bl 1992
Hioovsm3. o 1992
LD 701 1992
1992
H2eos2es 1992
B 796 1992
LB419 53,24 1991
miaAsal 1992
Legislation covering this precept has been Legislation covering this precept is under serious
enacted, or is on Governor's desk consideration in the current session (1992)

Statutor¥ citations or bill numbers. For states which have enacted partial packages and are presently considering comprehensive
reform, the listing refers to the proposed legislation.

Package is substantially similar to the NAIC Model.



New Jersey* *

New Mexico

New York

No. Carolina™*
North Dakota

Ohio

Oregon
Pennsylvania |,
Rhode Island*"
So. Carolina
South Dakota
Tennessee™
Vermont A
Virginia

West Virginia

Wisconsin

Wyoming*

T« Ffia] 1ISBisi i iKaai ii™

Guaranteed Coverage of
Access Whole Groups

?

Renenebility
of Coverage

' 1i$<<§58’\ AvisFVAwEB 1

Continuity
of Coverage

AB7s/B3 1992
-sBauss.A6.A 1991
AB 1230-A 1992
158-50 130 1991
HB 1539 1991
HB4mB, B240 19972
SB 1076 1991
WWWA s 199
HB 011 1992
13710990 1991
SB220 34 1992
Heeaaorsesrs 1992
+ 14080 1991
SB56 1992
<BID5,7 1991
AB 655 1992
F22 1992
Premium
PricingLimits Ref. Year

Health Insurance Association of America



Availability

Group Size

Individual Policies
Cite
Characteristics

Riling Restriction!

Transitional Period
Renewal Riling

Renewshility

Whole Groups

Continuity of
Coverage

Reinsurance type

Reinsurance Price

Coe Sharing

Assessments

Other

Effective Due

VI

LU L HHD HHEEL tr—= mie i ieaein 1

September. 22 192

COMPREHENSIVE SMALL EMPLOYER PACKAGES

CALIFORNIA

Guiranlecd issue of small employer products (group size 550by
7193 450hy 7194 350by 719

350

Individual policies sold to small employers meeting certain
requiremenu ire subject to this Act

Includes age (7 categories), geography (9 reglmts), family
composition (4 categories), end plan design which are used to
determine the standard employee risk rate

Premium rates may not vary from the standard employee risk rate
by more than 1206 nor leu than 80% until July 1, 1996
effective July 1, 199G premium rates may not vary from the
standard employee risk rale by more than 1104 nor less thin 9%
See above

10% permitted for risk adjustment factors; renewal rales ire
effective for at least six months

Guaranteed renewable except ‘for cause’

Camera are required lo take the whole group

Preexisting condition limitation of 6 months; credit shall be given
if a person waa covered under qualifying previous coverage if
previous coverage waa continuous 30days prior to the oew
coverage, exclusive of applicable waiting periods; if employment
is terminated or employer's contribution toward the coverage has
terminated, there is a 9Qday period allowed for continuity of
coverage

Protpective/with opt out

No provision

No provision

No cap

Establishes a purchasing pool for small employers

July 2, 19063 but see phase-in effective dales above

CONNECTICUT

Guaranteed issue

15

Insurers may issue individual special health care plans subject
to the laws applicable to individual health insurance, provided
such policies shall be identical to individual special health care
plans made available by the Health Reinsurance Association

Appears to include everything except claims experience

Premium rates may not exceed 200% of the lowest new
business rate for the same or similar case characteristics

Syears; after July 1 1908 rating restrictions will be applied to
plans issued prior to July 1, 1990

Trend plus 20% plus changes in case characteristics

Guaranteed renewable except 'for cause*

Cannot exclude eligible employees or dependents on the basis
of an actual or expected health condition

Preexisting condition limitation of 22months; credit shall be
given if a person was covered under qualifying previous
coverage if previous covenge was continuous 30 days prior lo
the oew coverage, exclusive o f applicable wailing periods

*Prospective/mandatory(effective May I, 1991

Whole Group: 1504
Individual: 500%

5R000for ill plans except those which supplement the basic
hospital or hospital surgical plans, in which case the deductible
is 52000

(2 Apportioned among all members in proportion to their
respective shares of the total premiums earned from small
group plans, (2) apportioned among all members in proportion
to their respective shares of total premiums earned from other
plans; members' assessments cannot exceed 40% of the total
assessment for the first year, 50% for the second

July I, 1990



Availability
Croup Size

Individual Policies

Caae
Characteristic*

Rating Reflrieiioru

Transitional Period

Renewal Ruing
Renewability
Whole Croupt

Continuity of
Coverage

Reinsurance type
Reimunnce Price

Con Shiring

Assessments

Other

Effective Dale

DELAWARE

Guaranteed issue (groups of 215
15

Doea not apply lo individual health policies

Demographic or other objective characteristics of small employer
aa considered by carrier in determination of premiums; Claims
experience, health status, and duration of coverage are not case
characteristics; small employer carrier shall not use characteristics
other than age, %ender, industry, geographic area, family
composition, unhealthy lifestyle choices, and group size without
prior approvsl of Commissioner

Index nle for one class o f business may not exceed the index rate
for any other data of business by more than 20%; for a class of
husineu, the premium rales charged small employers with similar
henefit plans shall not vary from the index rale by more thin
35%, with an additional combined variation of no more than 0%
for genderand geography, and the actuarially justified adjustment
for age and family composition, provided that the earner Gle sge
and family composition ubles with the Commissioner

For plans delivered or issued for delivery prior lo the effective
date of this chipler, s premium rale miy hive mone-year
transition period

Trend plus 25% plus changes in case chsncleristics
Guaranteed renewable except 'for cause*

Carriers must offer coverage to all eligible employees and
dependents

Preexisting condition limitation of 22months; credit shill be
given if a person was covered under qualifying previous coverage
If previous coverage was continuous 60days prior 10 the oew
coverage, exclusive of applicable wailing periods

Prospective/with an opt-out

Whole Group: 150%
Individual: 500%

55,000plua 10% of the oext 560,000
Formula to be set by Board but must be 50% ¢ 150k of cirricr'a
proportional shire ofall reinsuring carriers' small employer

premiums; maximum amount shill be 5% of toul premiums
earned in previous year from mamal employer plana

Allows reinsurance of existing busineu

January 4, 193

FLORIDA

Guaranteed issue with cap (group size 325
15

With regsrd lo rating snd renewibility provisions, does not spply
to individual policies if *he insurer certifies to the department that
the policy was issued in good faith with no knowledge or intent
that the policy is paid by or the premiums are reimbursed by a
small employer

Demographic or other objective characteristics of small employer
as considered by carrier in determination o f premiums; Claims
experience, health status, and duration of coverige are not case
characteristics

Index rate for one clau of busineu may not exceed the index rate
for any other clau of buiincsa by more than 20%; for a clau of
busineu, the premium rates charged imall employer! with similar
case characteristics shall no! vary from the index ntc by more
thao 25

Syears

Trend plus 156 plus clitn.";es in ease characteristics
Guaranteed renewable except 'for cause’

Carriers must offer coverage to all eligible employees and
dependents

Preexisting condition limitation of 12months; credit ahail be
given if a pcraon was covered under qualifying previous coverage
If previous coverage was continuous 30daya prior U the new
coverage, exclusive ofapplicable waiting periods

Prospeclive/with an opt-out

Whole Group: 150%
Individual: 500%

SH000per year plus 10% of incurred claims during a calendar
year

In tier: an amount not to exceed 5% of trnaU employer
premiums; 2hd tier, if necessary: an amount not to exceed 5%
of premiums collected on all health benefit plana issued by small
and large group camera

Carriers paying 2nd tier aaieumenu will receive a credit for
assessments paid to the Florida Risk Pool

QOctober 1, 1992 (rating <k renewibility provisions 10 192)



Availability
Group Size

Individual Policici

Cite
Chiracierinici

Ratio; Restrictions

Traniilional Period
Renewal Rating
Renewability
Whole Groups
Continuity of

Coverage

Reinsurance Type

1 Reintunnee Price

Cost Sharing

Aaaeaasnenta

Other

E/Teclive Date

HAW/I1

Sute run, employment based program; all resident! are eligible

No provision
No provision

No orovision

No provision

No provision
No provision
No provision

No provision

No provision

No provision

No provision

No provision

No provision

Employees required us pay 15% of wagea, or half the premium
imi'-Sever is leaa; employers provide the balance for each
employee wotting more than 0hours per week; dependent
coverage is optional; unemployed residents above poverty level

pay a small fee for doctor viaila and a portion of the premium with

the remainder being ftsrsded by the Stale; poor are covered by
Medicaid

IOWA

Guaranteed issue

125 however, must have at least 2 participating employees at
the dale of iacue of health benefit plan

Does oo( apply to individual policici which are subject us policy
form and premium rite approval

Caac characteristics include age, industry classification,
geographic area, family composition, and group size; gender nv <
be used provided the insurance division has conducted an
independent, actuarial study that determined use of gender Us be
actuarially justified; other case characteristics shall not be used
without prior approval of commissioner

Index rate for one clsss of busineu shall oot exceed the index
rate for any other class of busineu by more than 20%; for a dais
ofbusineu, the premium ntes charged imall employers with
similar case characteristic! shall not vary from the index rate by
more than 25

3yean
Trend plus 19% plus changes in case characteristics
Guaranteed renewable except ' for cause*

Must offer us whole group, except as permitted with regird to
Isle enrolled

Preexisting condition limitation of 12months; credit shall be
given if a person was covered under qualifying previous eovenge
If previous coverage wts cominuous 30days prior us the new
coverage, exclusive of apn'icable waiting periods

Prospective/with its opt-out

Whole Group: 150%
Individual: 500%

55,000usd 10% of the next 560,0000f incurred claims during a
calendar year, liability maximum of 51000in any one calendar
year with resper.t to any reinsured individual

Formula us be .wt by Board but must be 50% - 150% of carrier's
proportional shire of all rcinniriag camera’ small employer
premiums; amount shall be 5% of total premiums earned in
previous year (irem small employer plana



Availability
Croup Size

Individual Policici

Cate
Characteristics

Riling Restrictions

Transitional Period
Renewal Rating
Renewability
\Vhoic Group*

Continuity of
Coverage

Reinsurance Type

Reinsurance Price

Coat Sharing

Aaaeaatoema

Other

Effective Date

KANSAS

Guaranteed ittue (group size: 329
15

Individual policies iaaucd to individuall and dependent! totally
independent of any group, association, or trust arrangement shall
not be subject to thia Act

Cate characteristics include the geogrthic area, age and aex,
industry classification, number of employees and dependents,
family composition, and other objective criteria as may be
approved by the commissioner, claims experience, health aunts,
and duration of coverage are not cate characteristics

Index rate for one class of busineu shall not exceed the index rale
for any other clau ofbusineu by more than 20%; for a clau of
buaineu, the premium rates charged small employers with similar
caae characteristics shall not vary from the index rate by more
than 25

3years
Trend plus 15% plus changes in case characteristics
Guaranteed renewable except ‘for cause*

Prohibits cirricr from excluding any employee or dependent on the
basis of an scosil or expected health condition

Preexisting condition limitations of 2Z2months snd waiting periods
not lo exceed one year, wailing periods may be waived if
individual was covered by mgroup policy prior to the effective
dale of coverage with no gap in coverage

Pnwpcetive/wilh an opt-out

To be coablished by the reinsurance board

$10,000plua 0% of the next 550000 maximum in one calendar
year shall not exceed 20% of total premiums

Nos to exceed S% of email employer plao premiums; aceond tier
not to exceed 1% of louj premium upon which assessment is
hased

Must reinsure the entire group; ill carriers, whether reinsuring or
Dot, subject to second tier assessment

July 1 19

M AINE

Guaranteed issue
12

No provision

A carrier may not vary the premium rale due to the health tutus,
claims experience or policy duration of the eligible group; age,
gender, industry, and geography within tlie bands; family sutut,
smoking status, participation in wellness programs, snd group
size may be used outside rate binds

Premium rates for age, gender, industry, and geographic area
may not vary by + /- 50% of the community rate until 71494
+/- 33% of the community rale until 772495 +/+ 20% of the
community rate until 71496 +/- 106 of the community rale
until 7 1497, and 0% of the community rate by 73497,
restrictions are repealed 7 1494 unless continued or modified

None
No provision
Guaranteed renewable except ‘ for cause*

(1990- applies to ill groqu) Prohibits camera from excluding
iny person from group; ill new eligible employees mur be
sdded; may reject group until guaranteed issue is effective

(2990- applies -a al| groups) Requires continuity for any person
eligible for coverage in prior 3months in a group replacement
situation or for person moving from individual to group or group-
lo-group coverage; limit on 10% on premium rale increases for
preexisting conditions during first 2months of employment;
preexisting condition limitations of 6months for individual
policies, except up to 24 months for any condition that rs of the
effective date o f coverage requires ongoing medical treatment

Requires the Bureau of Insurance to report to the Banking aod
Insurance Committee on or before January 1, 1993 on
reinsurance models with opt-out

"No provision

No provision

No provision

Marketing standards; superintendent will develop sandsrdized
plana

July 15 1993(for rating and guaranteed issue)



Availability

Croup Size
Individual Policici

Case
Chirictrriitiei

Riling Renrictian,

Transitions! Period
Renews! Riling
Renewsbilily

Whole Groups

Continuity of
Coverage

Reinsurance Type

Reinsurance Price
Con Shiring
Assessments
Other

Effective Due

MASSACHUSETTS

Guaranteed itnje; however, until December 31, 1994 i cimer
can limit the guaranteed issue requirement lo 90consecutive diyi
myear; certain nioeiilion groups ire exempted from ill but the
reinsurance portion of lite bill

15
Doci noi apply to individuil policies

Age, sex, rile baiii type, industry, number of eligible persons,
and participation rate of a group

Premium nlea are limited to a 21 rate band; however, the
following adjunmenls are permitted ouuide that band: benefit
level, geography +/-20%, group lize +/- 5*. wellneis discount
<%, phase out adjustment for experience and duration rating on
existing business to reach -f/- 196 by 12394 age +/- 3N
until 1231/93

Phase out of rating restrictions
Trend plua 10% plus changes in case characteristics
Guaranteed renewable except 'for cause*

Prohibits policies from excluding eligible employees or eligible
dependents on the basis of an actual or expected health condition
of such person

Preexisting condition exclusion of 6 months; credit shall be given
if a person was covered under qualifying previous coverage if
previous coverage was continuous 30days prior to the new
coverage and if previous coverage waa reasonably actuariilly
equivalent to new coverage

Proepeclive/mandalory for commercials

Whole Groupa: 150
Individuals: 500%

15,000

5% of small employer premiums; if inadequate, other funding
sources tvill be recommended

April 1, 192

MINNESOTA

Guaranteed issue of all products sold in small employer ma'kel

29
Alt provisions exemt guaranteed issue apply to individual policies

Relevant characteristics of small employeris determined by
carrier in determination o f premiums; claims experience, health
status, industry, duration of coverage, and gender are oot case
characteristics

Rates muss not vary by more than +/¢ 5% of the index rate for
same or similar coverage; inside the rating band, variations can
be based only on health status (includes refraining from lobscco
use or other acuiariilly valid lifestyle factors), claims experience,
industry, and length of time employer has heen covered;
adjustments outside the band: age +/- 50%, geoPra hy +/s
20%, rate cells are permitted based on number of adulu and
children covered under the policy

None
No provision
Guaranteed renewable except "for cause*

Application must include all eligible employees

Preexisting condition exclusion of 22manths; requires credit for
time covered under qualifying prior coverage; permits IS month
preexisting condition limitation for late entrants

prospeetive/with an opt-out

Whole Groups: 150%
Individuals: 500%

15000 plus 10% of the next 150,000

Initially, 1100 in addition, not to exceed 4% ofthe member's
email group market premium (ilf it is determined that premium
charges are insufficient to cover the losses)

Loaa ratios: initially 65% for individual policies, 75% for group
policies; increases by 2% per yearlo 70% and 80%. respectively

Man provisions July 1, 19983



[
1 Availability

Croup Size

U Individual Policici

& Ehtfi?acteristics

Ratine Restrictions

Tnniilional Period
Renewal Rating
Renewability
Whole Groups

Continuity of
Coverage

Reinsurance Type
Reinsurance Price
Cos: Sharing

Assessments

Other

Effective Dale

MISSOURI

Guaranteed issue
35

No provision

Relevant demographics of small employers! considered by carrier
in detenninetion of premiums; claims experience, health status,
and duration of coverage are not case characteristics

Index rate for one clau of busineu shall not exceed the index rate
for any other clau of busineu by more than 20%; for a class of
business, the premium rates charged small employers with similar
case characteristics shall not vaty from the index rate by more
than 25

3yean

Trend plus 134 plus changes in case chancterisiics
Guaranteed renewable except 'for cause*

Insurer must cover the whole group

Preexisting condition limitation of 12months; credit shall be given
if 4 person was covered under qualifying previous coverage if
previous coverage was continuous 3days pnor to the new
coverage, exclusive of applicable waiting periods

Prospective/mandatory with an opt-out after three yesrs
Whole Group: 150%

55000plus 10 o f the remaining incurred claims; maximum limit
of 525000

Formula to be set by Board but must be 50% - 150% of carrier's
proportional share ofall reincuring camera’ small employer
premiums; maximum amount shall be 5% of total premiums
earned in previous year from small employer plans

Guaranteed issue and continuity of coverage provision effective
July 1 1994 all other sections effective July 1 1998

NEW HAMPSHIRE

No provision
25

Docs oot apply lo individual health policies which are subject in
policy form and premium rale approval

Relevant demographics o f small employer as considered by
carrier in determination of premiums; claims experience, health
status, and duration of coverage ire oot case characteristics
Rates charged during a rating period to small employers with

similar cate characteristics for same or similar coverage shall not
vary from the index rate by more than 30%

Syears

Trend plus 194 plus changes in esse characteristics
Guaranteed renewable except 'for cause*

Insurer must cover the whole group

Preexisting condition limitations consistent with insurance
department rules

No provision
No provision

No provision

No provision

January 1 1993



Availability
Group Size
Individual Policici

Cite
Characteristica

Riling Restriction*

Tnniilionil Period
Renewil Rating
Reoewabiiity

Whole Groups

Continuity of
Coverage

Reinsurance Type

Reinsurance Price

Cost Sharing

Asarssnvnn

Other

Effective Dale

NEW YORK

Continuous open enrollment (guaranteed issue)
350for open enroliment

Must be community rated and must be offered through open
enrollment

Prohibits the use of age, sex, health status, or occupations;
geography is permitted on a county-wide (or larger) basis; Since
not prohibited, presumably group size, participation, wcllocss, and
other case characteristics are permitted

No statutory restrictions on permitted case characteristics, but
Department has rate approval authority for initial rates

The one-year delay in effective date is viewed as the transition
period

Prior rating approval; beginning April 1, 1994 rates shall be
deemed approved if policy has an anticipated lou ratio of not less
than 75

Coverage may not be terminated due lo claims experience
Carriers must offer coverage to all employees and their dependents

Plans must credit the lime a person was covered under previous
health insurance plan or benefit arrangement if the previous
coverage v u continuous to a date not more than 60 days pnor to
the effective date of new coverage

Regulations shall include reinsurance or pooling process designed
to share the risk of high claims costs; cost variations based on
demographic factors and possible adverse selection

No provision

No provision

No provision

1and 2live employers must be classified in either the individuali
or email groups rating category by the insurer

Community rating and open cxirollmenl take effect April 1 1903
continuity o f coverage takes effect January 1, 1993

NORTH CAROLINA

Guaranteed if ue
35

Does not apply us individual health policies

Relevant demographies of small employer aa considered by
carrier in determination of premiums; claims experience, health
status, and duration of coverage are not case characteristics

Index rate for one clau ofbusineu shall not exceed the index
rate for any other clau of busineu by more than 25%; for a clast
ofbusineu, the premium rates charged small employers with
similar case characteristics shall not vary from the index rate by
more than 35%

3years

Trend plus 15+ plus changes in esse characteristics

Guaranteed renewable except 'for ctusc'
No provision

Preexisting condition limitation of 22months; credit shall be
given if a person was covered under qualifying previous coverage
if previous coverage waa continuous 30days prior lo the new
coverage, exclusive of applicable wailing periods

Prospective/with an opl-out

Whole Group: 150%
Individual: 500%

15000plus 10% of Ihe next 150,000

.First 3yean: 50% « 150% of amount it would have been had

uaeasmenla been baaed on proportional relationship o amah
carrier's total premiums; not to exceed 4%

January 1, 192



Availability
Croup Size

Individual Policici

Case
Characteristics

Raiing Resuictiotu

Transitional Period

Renewal Rating

Renewability
Whole Croupt

Continuity of

Coverage

Reinsurance Type

Reinsurance Price

Coat Sharing

Aticinneoii

Other

Eifectiv* Date

OREGON

Guaranteed iuue
35

Appliea to individual policies providing health benefit! covering
one or more employee! ofa imall employer, proviaioru of OR
742006do do! apply to individual policici subject lo thii law

Geography and difference- in family size and compoiition

Premium ratea may not vary from the geographic average rate by
more than 33% except that the premium rate may be adjusted lo
reflect the provision of additional beneflta not covered by the basic
health care plan and differences in family size and composition

Effective on the date the reinsurance pool becomes operational

Trend plus 194 plus adjustments to reflect provision of benefits
not required to be covered by basic health care plan

Guaranteed renewable except ‘for cause*

Prohibits camera from excluding individuals on the basis of actual
or expected beaith condition

Preexisting condition limitation of 4 months; credit shall be given
if the person was covered under a previous group or individual
plan if the previous coverage was continuous 3 days prior to the
new coverage, exclusive of applicable waiting periods

Prospective/with an opt-out

Existing busineu: none
Whole Group: 150%
Individual: 300%

55,000plus 136 of the next 5100000

Maximum assessment is 4% of xmsll employer premium plus | %
of membera' Lou! health insurance premiums

On or after the date the Oregon Small Employer Reins"rxnee Pool
becomes operational

RHODE ISLAND

Guaranteed issue (groups of 329
150

Does not apply to individual health policies.

Relevant demographics of small employer as considered by
carrier in determination of premiums; claims experience, hesith
sums, and duration of coverage are not case characteristics

Index rate for one clau of busineu shall not exceed the index
rate for any other clau of busineu by more than 20%; for s clau
ofbusineu, the premium rates charyed small employers wil,
similar case chiraeteristics shall not vary from the index rate by
more thin 25%

3yean

Trend plus 5% plus changes in esse chiraeteristics

Guaranteed renewable except 'for cause*

Carriers are required to lake the whole group

Plans must credit the time s person was covered by qualified
previous coverage provided the coverage was continuous;
qualified previous coverage is defined as Medicare, Medicaid,
employer-based heslth insurance, or individual insurance
providing similar or exceeding benefits.

Prospective/with in opt-out
Whole Group: 150k
Individual: 500%

First 55,0000 f reinsured claims

5% of total premiums earned in small employer market

Standard and economy health beneCl plans are included within
the law and are based on Rhode Island's low-cost limiied
mindsltd benefit law. Copayment, deductibles, and coinsunnc:
arc outlined.

July 21, 192



Availability
Group Size
Individual Policici

Cate
Characteristics

Rating Restrictions

Transitional Period
Renewal Rating
RenewabL'ty
Whole Groupt

Continuity of
Coverage

Reinsurance Type
Reinsurance Price
Coit Sharing
Assessments
Other

Effective Dale

SOUTH CAROLINA

No provition
15

Docs not apply to individual health policiea subject to policy form
and premium rite approval

Relevant demographics of st.ull employer as considered by
carrier in determination of premiums; claims experience, health
status, and duration of coverage are not case characteristics

Index ra', ,'or one clau of business shall not exceed the index
rate for any other class of husiness by more than 20%; for a clau
ofbusineu, the premium tales charged small employers with
similar case characteristics shall r.ot vary from the index rate by
more than 25%

Syears
Trend plus 234 plus changes in case characteristics
"luaranteed renewable exeepl "for cause’

Prohibits carriers from excluding any individual from the group;
hiwever, in groups of 10or leu, evidence of individual
insurability may be required

Preexisting condition limitations of 12months; credit shall be
given for time served under a prior plan if the coverage ii
selected when the person first becomes eligible and the covenge
is continuous; service wsiting periods ire not considered to
interrupt continuous service

No provision
No provision
No provision

No provision

January 1. 192



[
Availability |
Group Size

Individual Policici

Caic
Characteristics

Ratine Restrictions

Transitional Period

Renewal Rating
Renewability
Whole Groups

Continuity or
Coverage

Reinsurance Type
Reinsurance Price

Coot Sharing

Assessments ;

Other

Effective Date

TENNESSEE

Guaranteed issue
35

Docs not apply to individual policies

Relevant demographics of small employer as considered by carrier
in determination of premiums; claims experience, health statua,
and duration o f coverage are not cate characteristica

Index rate for one class of busineu shall not exceed the index rate
for any other clau of busineu by more than 25%; for a clau of
busineu, the premium rates charged small employers with similar
case characteristics shall not vsry from the index nlc by more
thin 35%

3years

Trend plus 136 plus chsnge in esse chsnctetisties
Gusranleed renewable except *for cause*
No provision

Preexisting condition limitation of 22months; plsns shill credit
the time person was covered under s previous group heV'h benefit
plsn if previous coverage was continuous 30days prior tc the new
covenge

Prospcctive/with in opt-out

Whole Group; 150%
Individual: 500%

$5,000plus 20% o f the ocxl $50,000

Capped at 5% of small employer prtmiuma; formula to be act by
board but muss be 50% to 150 o f carrier's proportional share of
all reinsuring carriers’ small employer premiums

QOuararaecd issue requirement suspended if assessment cap is
reached

July 1 1992 January 1 1993 for preexisting condition and
guaranteed renewable provisioni

VERMONT

Guaranteed iuue
14

May not ofTer a health benefit plan or insurance policy to
individual employees or members of a small group as a means of
circumventing the ad

The following rislc classification factors art prohibited:
demographic rating, including age and gender, geographic area
rating, industry rating, medical underwriting and screening,
experience rating, tier rating, or durational rating; Commissioner
may by rule permit carriers to use one or more risk
clivifiestioni

Premiums msy not deviate by more than +/- 20% of the
community rale filed by the small employer carrier

In forte busineu will not be subject lo the provisions of the Act
until the later of the due of renewal, anniversary, or July 1 199

No provision
Must guarantee rates for six months; must guarantee acceptance
Carrier must take entire group

Preexisting condition limitation of 22months; limiution shall be
waived if there ia evidence o f substantially equivalent continuous
covenge during previous 9months

Proipeetive/msndalory for commercials; participants must
guarantee solvency without limitation on a pro- rata basis

No provision

No provision

*No provision

Participation requirement - 75% of employees; most provisions
do not apply to re%istered carriers who on 1 1/91 and thereafter
have written or collected leu than $ 200000in annual gross
premiums for group health benefit plans

July 1 192



Availability
Group Size
Individual Policici
Caae
Characteristic!

Rating Restrictions

Transitional Period
Reaewil Ruing
Renewability
Whole Group!

Continuity of
Coverage

Reinsurance Type

Reimurance Price
Cost Sharing
Assessments
Other

Hffeetive Date

VIRGINIA
No proviiion
250
No provision

No provision

No provision

No provision
No provision
Guaranteed renewable except ‘for cause*

Prohibits carriers fron excluding individuals beesuse of health
status

Preexisting condition limitation of 22months; time shall be
credited to a person covered under previous individual or group
coverage in the small employer market of equal or greater value if

coverage was continuous 30diys prior lo new coverage, exclusive
of applicible wsiting periods

No provision

No provision
No provision

No provision

July 1 192

WISCONSIN

Gusranlccd issue
25
Applies to individual policici

Relevant demographics of small employer aa considered by
carrier in determination of premiums; claims experience, health
status, and duration of coverage are not case characteristics

Premium rates for small employer plans with aimilar case
characteristics may not varK from the midpoint rate for those
small employers by more than 35%o f that midpoint rale

3yeara
Trend plus 15%plus changes in case eharacleris'ics
Guaranteed renewable except *for cause*

Insurer must olTer coverage lo the entire group

Preexisting condition limitation of 12months; credit shall be
given to individuals who were previously covered by quelifying
coverage if the coverage was continuous 30 days prior to the new
coverage, exclusive of applicable writing peritds

Reinsurance type and assessments shall be cudied by the Health
Insurance Board

No provision

No provision

No provision

Day after publication



Availability
Croup Size

Individual Policies

Caze
Chanccicrisaics

Rating Restrictions

Transitional Period
Renewal Rating
Renewability
Whole Groups

Continuity of
Coverage

Reinsurance Type

Reinsurance Price

Cots Sharing
Ajautnmi
Other

Effective Date

WYOMING

Guaranteed issue
223

Does not apply to individual policies which are subject to
approval for policy form

Reievant demographics of small employer as considered by
carrier in determination o f prenuumj; claims experience, health
status, and duration of covenge are not cate characteristics

Index rale for one clau of busineu shall not exceed the Ltdex

rile for any other class of busineu by more than 20%; for a clau

of busineu, the premium rates charged small employers with
similar case characteristics shall not vary from the index rate by
more than 23%

3years

Trend plus 13% plus changes in case characteristics
Guaranteed renewable except 'for cause’

Insurers are required to ofTer coverage to the entire group

Preexisting condition limitation of 12months; credit shall be
given for lime person was previously covered if previous
coverage was continuous 30days prior to new coverage,
exclusive of applicable waiting periods, or for a person who
become unemployed and are provided covenge if the person
obtains employment and coverage within 60 days

Prospective/mandatory

Whole Group; 130%
Individual; 500%

§3000

Not to exceed 3% of the lots! email group premiums

No earlier than March 31, 198

12



Availability
Group Size

Individual Policici

Can;
Characteristics

Rating Restrictions

Transitional Period
Renewal Rating
Renewability
Whole Group!

Continuity of
Covenge

Reinsurance Type
Reinsurance Price

Cort Sharing

Axseumecdi

Other
Effective Date

COVPREHENSIVE SMALL EVPLOYER PACKAGES

HLAA

Guaranteed iuue

35

Individual policiei uld to imall employer subject to Act; however,
if state haa effective rate regulation, he rating requirements do not

apply

Geography, age, aex, size of employer, and other objective
criteria; but docs not include claims experience, health status, or
duration of coverage

Premium rates for small employer ﬁlans_with similar caae
characteristics may not vary from ‘ne midpoint rate for those emat]
employers by more thau 36% o f that midpoint tate

3years

Trend plus 153 plus changes in case characteristics
Guaranteed renewable except *for cause*

Carriers must take the entire iroup

Plans must credit the lime s person was covered under a previous
employer-based plan if coverage was continuous.

Prospeclive/mandatory

Whole Group: 150¢
Individual: 500%

None

4% of the premium of small employer market net of reinsurance
premiums paid

Carriers may reinsure existing buainess and new adds

NAIC

Guaranteed issue (groups of 329
15

Does apply to individual policies; although drafting note says that
stales may wish to consider exempting individual health policies
from the rating provisions

Small employer carriers may not uce cis: characteristics other
than age, jendet. industry, ?eographic area, family composition,
and group size w.thcut prot approval of Commissioner

Index rate for or.e clau of busineu may not exceed the index rite
for any other clsu of busineu by more than 20%; for a clau of
business, the premium sales charged small employen with similar
case characteristics shall oot vary from the index rate by more
than 29%

3years

Trend plur. 15 plus changes in ease characteristics
Gusrantced renewable except *for cause*

Carriers must take the entire group

Pla-'i must credit the time a person was covered by qualified
previous coverage provided the coverage was continuous;
qualified previous coverage is defined as Medicare, Medicaid,
cmployer-bised health insurance, or individual insurance
providing lim ilir or exceeding benefits

Individual states will determine whether lo make participation in
reinsurance mandatory or voluntary

Whole Group: 1504
Individual: 5003

Firs; 580000f reinsured cUimrplus 1% of next 560,000

5% of the premium o f the amsll employer market
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Chairman, members of the Committee, my name is Resa Jerrel , and 1 anm
the State Director for the National Federation of Independent

Business - NFIB/Alaska. I am happy to be here today in support of
HB 12.

BACKGROUND

NFIB/Ala”~ia is comprised of 5,000 small and independent business
owners. The legislative agenda of NFIB/Alaska is determined by our
ballot. The ballot is our annual poll of our members on a series of
issues deemed critical to small business. A majority vote, of the

members in response to the poll, sets our policy and position on
legislative issues.

For the record the following are the results of the 1991 NFIB/Alaska
ballot questions regarding health 1iInsurance:

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

Yes 7217. No 177. Undecided 117.

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

Yes 507. No 197. Undecided 317.

Should employers be allowed the option of having their
employees pay part of the premium cost of health 1iInsurance
purchased through the above pooling plan?

Yes 907 No 5% Undecided 5%

The NFIB Foundation Survey nationwide Ffirst found health 1iInsurance
listed as a key concern for small business in 1986 when it was cited
as the number one problem for small business owners out of 75
potential problem. Again in 1990, 927 of small business owners
characterized health insurance as a "serious problem™. The NFIB
Foundation recently released Survey, Problems and Priorities, it
listed the cost of health insurance as still the number ore problem.
No other difficulty was close. Sixty-one (61) percent ranked the
problem "critical,” the most extreme assessment it could be given.

On 1992 ballot we asked our members in Alaska to choose from eleven
(11) problem areas - the most costly or burdensome problem



they faced - the top two were; #1 workers compensation cost and, #2
health 1insurance for employees.

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

The ability of the small business owner to provide iInsurance is
greatly influenced by the high costs of premiums and profitability of
the business. For many small business the skyrocketing annual
premium 1increases, small profit margins, struggling regional
economies, and restricted cash flow all contribute to the increasing
difficulty small business owners have in purchasing health insurance.
IT the cost of purchasing or continuing to provide health insurance
continues 1increasing, small business owners will be forced to
increase employee contributions, cut benefits, raise deductibles or
in some cases drop coverage altogether.

Small business are most severely impacted by adverse selection, the
¢ ographics of the work force of small business (such as, age and
gender of employees and the hours they work), higher employee
turnover resulting in unpredictable participation rates, and a lack

of expertise and clout in purchasing plans. By virtue of their size,
small bushinesses have very little access to cost containment
mechanisms available to large firms such as self-insurance. Being

unable to obtain the benefits of self-insurance they must comply with
expensive state mandates, pay state premium taxes and shoulder a
larger portion of the carrier’sadministrative expenses.

SMALL BUSINESS MARKET REFORM

Small business owners desire tDbuild on the existing health care
system. hS 12 is a voluntary health 1insurance program toprovide

more accessibility, renewability, predictability and stability for
small businesses. It is a viable means of providing health insurance
to the uninsured population in Alaska.

State mandates cumulatively can raise the cost of health insurance
for small businesses. HB 12 has a provision that state mandates do
not apply to health benefit plans provided to small employers. This
will allow the insurance industry to design and market affordable
health 1insurance policies. A lower cost plan would have great appeal
to firms that currently do not offer health iInsurance coverage.

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



It also, requires the small employer insurers to disclose information
relating to premium rates and health benefit plans. It requires
insurers to describe in detail their rating practices and renewal
underwriting practices. Providing this information will help small
business owners to be better informeo. The Congressional Budget
Office believes that '"giving consumers the information they need to
make more informed decisions might enhance both the quality and cost-
ef fecti veness of care.”

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

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



