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V
FLORIDA SP1ALL GROUP HMO PLAN DESIGNS

Physician Services 
(AH must bo ,/rovided by or amhonxer- by Primary Caro >-^ysicu»n) 

Primary Caro Physician Otfrco Vis-t*
-Specialist Consultation, Diagnosis, and Treatment 
-Oihw Outpatkmt Nonctirgical Physician Cam 
Ponodic Physical Exams (Maximum 1/CY)

-Surgical Caro in  Physician’s O Wee
(Comoro may limit noo-surgical back IrMtmenta to ten visits)

Hosprtof Services 
-Inpatient Caro at Participating Hcopitala 
fmcfodiog all general services and semi-prrvnto room) 

-Oulpationt Surgical Coro
-O u tp a t ie n t N o n -S u rg ic a l C a re ( in c lu d in g  x«ray a .V j lob) 
-Preadmission Tes ting

Emergency Services
-Emergency Care Ihrougtt Primary Care PJryaician’s. Officp 
-Emergency Care Sorvlcea through Emergency Room

In S e rv ice Area H o sp ita l ER V isT (w a iv e d If adm itte d ) 
O u t o f S e rv ice A rea H o s p ita l ER V is it

Ancillary Services 
-Home Health Care 
-Ambulance
-Skilled Nursing Facility (M a x im um  too da y s illetlmn) 
-D u ra b le Medical Equipment

Mental and Norvous Disorders
-Inpatient (Maximum 10 days/CY)

Maximum Inpatient Days Covered 
-Outpatient VhrH

Maximum N um b e r of OutpaLcnt Visits

s t a n d a r d  p l a n

j: 10 C opa y Per V is it 
S 10 C o p a y Par Vrsrt 
S 10 C o jm y P e r Vrart 
No C ha rge
S 25 C opa y P e r P ro ce d u re

5100 Per D ay , d a y s 1-6 
B a la nce Pa id a t 100%
5 50 C opa y Per P ro ce d u re 
C ove red in  F u ll 
C ove red in  F u ll

5 10 C opa y P e r V is it

t  25 C opa y Por V is it 
$ 50 C ope y P e r V is it

S 10 C opa y Pec V ise 
S 25 C opa y 
S 20 C opa y Par D a y 
N o C ha rg e

51 00 Per D a y 
10 O ays /C V  
5 10 C opay P e r V is it 
20 V ia ite /C Y

BASIC PLAN

5 10 C o p a y Per Vfcrt 
S 20 C o p a y Per V is it 
S 20 C o p a y Per V is it 
No C ha rg e
5 50 Copay Per Procedure

$250 Pe r Day, da ys 1-5 
Balance Putd •< 1£K>%
$100 Copay Per Procedure 
Covwoc in FuH 
C o vw ed n F a ll

5 10 C o pa y Per Vi3«t

$ 50 C o p o y P e r V s i t 
$100 C o p a y Per V iw t

Not C o ve re d 
$ 25 C opa y 
Not C ove red 
No C tm g u

$250 P w  f)a y  
3 H a y s /C Y  
$ 20 C o p a y P e r V is it 
5 V is r to /C Y

Alcoholism and Chemical D ependency  
-TnpaOont D e to x if ic a tio n (as mcd t'caPy a p p ro p r ia te ) 
-O u tp a t ie n t V te te

Not Covered 
Hot Covered

Not Covered 
Not Covered
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I am J a n  A n d r e a  Meisels, Legis l a t i v e  Director, H e a l t h  

I n s u rance A s s o c i a t i o n  of America. HIAA is a trade a s s o c i a t i o n  of 

the n a t i o n ' s  l e adi ng commercial insurance carrie rs t h a t  p r o v i d e  

h e a l t h  i n s u r a n c e  fdr a p p r o x i m a t e l y  95 m i l l i o n  Americans. H I A A  

a c t i v e l y  s u p p o r t s  SB- 40.

The s m a l l  e m p l o y e r  m a rket p r o v i d e s  one of the m o s t  v ivid 

ex a m p l e s  of h o w  h e a l t h  care cost inflation continu es to a f f l i c t  

our f i n a n c i n g  system. Faced with u n r e l e n t i n g  d e m a n d s  to h o l d  

h e a l t h  c a r e  c o s t s  down, insurers and empl o y e r s  have i n t e n s i f i e d  

the s e a r c h  for ways to m o d e r a t e  p r em ium increases. L e a v i n g  high- 

r i s k  i n d i v i d u a l s  out of group c o v era ge has been one such 

response. T h e  "exces s i v e  employer churning" that n e w s p a p e r  

a c c o u n t s  o f t e n  br ing to our a t t e ntion is largely a f u n c t i o n  of 

e m p l o y e r s  s e e k i n g  the lowest avail a b l e  rate. We, too, c o n s t a n t l y  

he a r  the c h a r g e  by small e m p l oyers that the p r e s e n c e  of a high- 

ri s k  i n d i v i d u a l  in their group has made it impossible to o b t a i n  

co v e r a g e  at any price.

This d y n a m i c  is c o m p l i c a t e d  furthe r by the t u m u l t u o u s  labor 

m a r k e t  of a small employer. Small employe rs are far m o r e  likely 

t h a n  larger o r g a n i z a t i o n s  to go in and out of business. Our own 

a n n u a l  e m p l o y e r  s u r v e y  suggests th at e m p l oye es of small firms 

a l s o  are m o r e  likely to chan ge jobs. E m p lo yee t u r n o v e r  among 

small, i n s u r e d  firms is about 23 p e r c e n t  annually and is t w i c e  

t h a t  level for small e m p l o y e r s  w i t h o u t  coverage. T h e s e  f a cto rs 

c o n t r i b u t e  to the r e l u c t a n c e  of such em ployers to o f f e r  c o v e r a g e  

as wel l as t h e  d i f f i c u l t i e s  of s e rvin g the market.

As the c o m p l e x i t i e s  of the small e m p l o y e r  m a r k e t  have grown, 

and the l i k e l i h o o d  of individuals' being s e p a rate d from the

W i l l  H ill
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f i n a n c i n g  s y s t e m  has increased, there is a g r owing p e r c e p t i o n  

that eve n if t h e y  .have coverage, they stand a r e a s o n a b l e  c h a n c e  

of losing it if t h e y  change employers, or if they h a v e  p o o r  

c l a i m s  exp erience.

Mr. C h a i r m a n  and m e mbers of the committee, we h a v e  now 

r e a c h e d  t h e  p o i n t  w h e r e  s ubsta ntial small e m p l o y e r  m a r k e t  c h anges 

are n e e d e d  if we are to serve the longe r - t e r m  interest s of small 

e m p l o y e r s  and m e e t  the concerns of policymakers. T h u s  far 24 

o t h e r  s t a t e s  h a v e  e n a c t e d  small group m a r k e t  r e f o r m  w h i c h  

include s s i m i l a r  r e f o r m s  as r e f l e c t e d  in SB-40. SB-40

i n c o r p o r a t e s  a c o m p r e h e n s i v e  set of small group m a r k e t  r e f o r m s  

t h a t  H I A A  b e l i e v e s  can be achieved  in the c o ntex t of a v i a b l e  

p r i v a t e  m arket p l a c e .  The essenct . ' 'B-<’.o is to m a k e  c e rtain 

c h a n g e s  in the m a r k e t  so that it p r o v i d e s  s u b s t a n t i a l l y  m o r e  

p r e d i c t a b i l i t y  and p r o t e c t i o n  to the p u r c h a s e r s  of coverage. Let 

me e m p h a s i z e  that to work, t hese changes will hav e to apply to 

all p l a y e r s  in the small e m p loyer m a r k e t  —  in surance companies, 

m e d i c a l  s e r v i c e  plans, m u l t i p l e  employer w e l f a r e  associations, 

etc. All c o m p e t i n g  entities in the small employer market, 

i n c l u d i n g  n o n - i n s u r e d  benefit plans, w o u l d  have to be b o u n d  by 

t h e  same r u l e s  in o rder to p r e v e n t  any c o m p a n y  or s e g m e n t  of the 

m a r k e t  f r o m  b e i n g  p l a c e d  at a disadvantage. The r e f o r m s  i n c luded 

in SB 40 e n s u r e s  fair access to and c o n t i n u i t y  of c o v e r a g e  for 

small e m p l o y e r s  and t h e i r  employees. The issues e m b r a c e d  in SB 40 

a r e :



g u a r a n t e e d  a v a i l a b i l i t y  —  all small empl oyer g r o u p s  w ould be 

ab l e  to o b t a i n  pri.vate health insurance r egardle ss of the h e a l t h  

r i s k  t h e y  present.

c o v e r a g e  of w hole g r o u p s  covera ge w o u l d  be made a v a i l a b l e  to 

e n t i r e  e m p l o y e r  groups; neither an empl oyer nor an insurer w o u l d  

be able to e x c lude from the group's c o v erage i ndiv iduals w h o  

p r e s e n t  h i g h  m e di cal risks.

r e n e w a b i l i t y  of c o v e r a g e  —  at renewal time, e m p l o y e r  g r o u p s  and/ 

or i n d i v i d u a l s  in t h e s e  groups would be assur ed t h a t  their 

c o v e r a g e  w o u l d  not be canceled  because of d e t e r i o r a t i n g  health. 

c o n t i n u i t y  of co ver a g e  —  once a person is cover ed in the small 

e m p l o y e r  m a r k e t  and s a t i sfie d a plan's p r e e x i s t i n g  c o n d i t i o n  

r e s t r i c t i o n s ,  he or she would not have to m e e t  th ose r e q u i r e m e n t s  

a g a i n  w h e n  c h a n g i n g  jobs or when  the e m p loyer c h anges carriers. 

p r e m i u m  p r i c i n g  limits —  insurance c a r riers w o u l d  be r e q u i r e d  

to limit h o w  much t h e i r  rates could vary for gr oups s i m i l a r  in 

geogra phy, d e m o g r a p h i c  c omposition  and plan design.

To g i v e  effect to these proposals, SB-40 a u t h o r i z e s  a 

p r i v a t e  n o t - f o r - p r o f i t  Small Employer H e a l t h  R e i n s u r a n c e  

A s s o c i a t i o n .  W i t h o u t  the R e i n s u r a n c e  A s s o c i a t i o n  t h e s e  r e f o r m s  

are not achievable. T h e  R e insurance  A s s o c i a t i o n  a l l o w s  insur e r s  

to pay a p r e m i u m  in e xchange for having the r e i n surer bear  the 

r i s k  for r e i n s u r e d  individuals. This allows insurers to t r e a t  all 

i n d i v i d u a l s  in a g r o u p  the same way  —  as SB-40 does not b r e a k  up 

g r o u p s  for the p u r p o s e  of r e insuran ce —  all m e m b e r s  w o u l d  ha ve 

the same benefits. The rei nsurer stands behind the insurer  and 

s i m p l y  r e i m b u r s e s  for claims as soc i a t e d  w i t h  reins u r e d



.individuals. This allows insurers to spread high risks, b r o a d l y

t h r o u g h  t h e  p r i v a t e  m a r k e t  r a ther than c o n c e n t r a t e d  in one small
«

e m p l o y e r  group.

B e s i d e s  the small g r o u p  m a r k e t  r e f orms d i s c u s s e d  above, one 

of the m o s t  e f f e c t i v e  mean s to o btain cost control is to improve 

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

m a n a g e d  c a r e  programs. M a n a g e d  care has p r o v e d  it can c o n t r o l  

costs. A  g r o w i n g  number of studi es from the seminal R a n d  S t u d y  of 

H M O s  in t h e  m i d  1 9 7 0’s to the recent L a v e nthol and H o r w a t h  study 

w h i c h  a s s e s s e d  the cost  s a vings of m a n a g e d  care in the C H A M P U S  

R e f o r m  I n i t i a t i v e  (savings to both the D e fense D e p a r t m e n t  and 

C H A M P U S  b e n e f i c i a r i e s  of $148.9 m i l l i o n  in 1988 and 1989). For 

th e s e  and o ther r e a s o n s  cost c o n t a i n m e n t  p r o v i s i o n s  i n c l u d i n g  

as p e c t s  of m a n a g e d  care m a y b e  i n c orporate d into the small 

e m p l o y e r  h e a l t h  plan s d e v e l o p e d  by the Small E m p l o y e r  H e a l t h  

R e i n s u r a n c e  Board. Small e m p l o y e r s  are also the a f f e c t e d  p a r t y  

w h e n  v a r i o u s  legislators m a n d a t e  their plans include s p e c i f i c  

p r o v i d e r s  or services. The c u m u l a t i v e  e ffect of t he v a r i o u s  

m a n d a t e d  b e n e f i t s  is to increase the overall cost of the 

i n s u r a n c e  p l a n  to the small e m p l oyers who is in the m o s t  n e e d  of 

r e l i e f  for the h i g h  cost of h e a l t h  care and are too small to 

s e l f - i n s u r e  and thus  e scape these  mandates. A  s t u d y  in 1989 by 

a U n i v e r s i t y  of I l l i n o i s  e c o n o m i s t  concl u d e d  that 16 p e r c e n t  of 

sm a l l  e m p l o y e r s  not p r o v i d i n g  h e alth ins urance w o u l d  o f f e r  

b e n e f i t s  in the a b s e n c e  of s tate mandates.

T h e r e f o r e ,  SB-40 exempts small e m p l o y e r  h ealth p l a n s  from any 

laws t h a t  w o u l d  impose r e s t r i c t i o n s  on insurers n e g o t i a t i n g  w ith
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p r o v i d e r s  for s e r v i c e s  or prices of services or require s the 

small e m p l o y e r  p l a n s  to include specific benefits or s e r vices 

r e n d e r e d  by c e r t a i n  providers.

The f o l l o w i n g  is a br ief d i s c u s s i o n  of each s e ction of SB-

40:

S e c t i o n  1 . P u r p o s e  —  describes  the p u r p o s e  of the bill by 

s u m m a r i z i n g  the issues addre s s e d  in SB-40.

S e c t i o n  2 . P r o h i b i t s  unfair marke ting p r a c tices d e l i n e a t e d  

in 21.56.180.

S e c t i o n  3 . Exempts small emplo yer health plans from any 

laws that w o u l d  impose r e s t r i c t i o n s  on insurers n e g o t i a t i n g  with

p r o v i d e r s  for s e r v i c e s  or prices of services.

S e c t i o n  4 . Exempts small employer health  plans from any 

laws th at w o u l d  impose restr i c t i o n s  on insurers n e g o t i a t i n g  with

p r o v i d e r s  to include speci f i c  benefits or services r e n d e r e d  by

c e r t a i n  p roviders.

S e c t i o n  5 . Small E m p lo yer Health R e i n s u r a n c e  Association. 

2 1 . 5 6 . 1 0  —  c r eates a n o t - f o r - p r o f i t  p r iv ate legal e n t i t y  whose 

m e m b e r s h i p  c o n s i s t s  of all insurers in the small e m p l o y e r  

i n s u r a n c e  m a r k e t  —  i n s u rance companies, hospital and m e d i c a l  

s e r v i c e  corp orations, HMOs, and m u l t i p l e  employer w e lfare 

a r r a n g e m e n t s  (which is not Medicaid, but a "term of art" 

d e s c r i b i n g  u n r e l a t e d  m u l t i p l e  emplo yers joining together  for 

p u r p o s e s  of p r o v i d i n g  b e n e f i t s  p l a n s ) .

2 1 . 5 6 . 0 2 0  —  d e s c r i b e s  t h e  r eins u r a n c e  asso c i a t i o n  board 

c o m p o s i t i o n  w h i c h  a s sures r e p r e s e n t a t i o n  for all types of 

i n s u rers d o i n g  b u s i n e s s  in the small g roup m a r k e t  including

- 5 -



w e l f a r e  a r r angemen ts and guaran t e e s  a majority of seats to 

i n s u r e r s  in the small group market.

2 1 . 5 6 . 0 3 0  -- d i s c u s s e s  the various powers of the A s s o c i a t i o n  

b o a r d  d e f i n i n g  an a r r a y  of h ealth coverage p r o d u c t s  by w h i c h  

r e i n s u r a n c e  will be p r o v i d e d  and issued, as w e l l  as d e v e l o p i n g  

the m e t h o d o l o g y  for d e t e r m i n i n g  the reinsured p r o d u c t  p r e m i u m  

rates.

2 1 . 5 6 . 0 4 0  —  re quires the reinsuranc e a s s o c i a t i o n  to s u b m i t  a

p l a n  of o p e r a t i o n  to the Insurance Director for approval. T h i s  

p l a n  a s s u r e s  fair, reason a b l e  and equitable a d m i n i s t r a t i o n  of the 

A s s o c i a t i o n .  It p e r mits the Director of Insurance, a f t e r  n o t i c e  

and hearing, to adopt rea son a b l e  regulations.

2 1 . 5 6 . 0 5 0  — ■ establ i s h e s  specific  pr ovisions for r e i n s u r a n c e  of 

e l i g i b l e  employees of a small e m p loy er or d e p e n d e n t s  of e l i g i b l e  

employ ees. By r e q u i r i n g  carr iers to accept g r o u p s / i n d i v i d u a l s  

w i t h i n  g r o u p s  with g r e a t e r  than normal risks, i n s urers n e e d  

a s s i s t a n c e  in s p r e a d i n g  the g r eater risk, therefore, the 

e s t a b l i s h m e n t  of the R e i n s u r a n c e  Association. C a r r i e r s  a r e  

r e q u i r e d  to pay the first $5,000 of claims b e f o r e  r e i n s u r a n c e  

a s s u m e s  the r i s k  b e c ause r e i n s u r a n c e  would be a i m e d  at e m p l o y e r  

g r o u p s  and emplo y e e s  kn own to be high risk, and b e c a u s e  t h e  

p r e m i u m  p r i c e  (paid by the insurer to the r e i n s u r a n c e  m echa n i s m )  

is c a p p e d  (1.5 times the adju s t e d  average m a r k e t  p r e m i u m  for 

groups  a n d  5.0 times for individuals) to e n c o u r a g e  c a r r i e r s  to 

p a r t i c i p a t e  in the small e m p l o y e r  market, in the a g g r e g a t e  the 

cost of r e i n s u r e d  p e r s o n s  m a y  well exceed the r e i n s u r a n c e  

premiu ms. T h e  a d m i n i s t r a t i n g  insurer will d e t e r m i n e  any l os ses

1 i i ■1 w ■ ■ ■ h w . — i
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annually. A n y  losses are covered through a s s e s s m e n t s  fro m all 

m e m b e r s  in the R e i n s u r a n c e  As soci a t i o n  based on the m e m b e r ' s  

share of t o tal p r e m i u m s  net of r einsu r a n c e  p r e m i u m s  paid for 

co v e r a g e  u n d e r  the c h a p t e r  in the small e m p l o y e r  market, 

including, t o  the e x tent permitted under ERISA, o t h e r  b e n e f i t  

a r r a n g e m e n t s  c o v e r i n g  small employers. A s s e s s m e n t s  are c a p p e d  at 

five p e r c e n t  of p r e m i u m s  charged for h e a l t h  b e n e f i t  p l a n s  

c o v e r i n g  small employers.

To a s s u r e  that insurers only cede (place) r isk to the 

r e i n s u r a n c e  m e c h a n i s m  when  necessary, the p r e m i u m s  c h a r g e d  by the 

r e i n s u r e r  are set at 1.5 times the average a d j usted m a r k e t  

p r e m i u m  p r i c e  for s i milar type groups and benefits or 5 t i m e s  the 

a v e r a g e  a d j u s t e d  p r e m i u m  m a rket price for indi vi d u a l s  w i t h  

s i m i l a r  t y p e  benefits. Insurers are c o n s t r a i n e d  from r e c o u p i n g  

the i n c r e a s e d  r e i n s u r a n c e  costs as they m a y  only a t t e m p t  to 

r e c o u p  the 1.5 time s average adjusted m a r k e t  p r e m i u m  p r i c e  w i t h i n  

the c o n s t r a i n t s  of the overall rating bands d e s c r i b e d  below.

O n l y  the level of c o v e r a g e  provided up to but not e x c e e d i n g  the 

c o v e r a g e  p r o v i d e d  in a small employer h e a l t h  b e ne fit p l a n  is 

e l i g i b l e  for reinsurance.

T h i s  s e c t i o n  also recognizes tha t f e d e r a l l y  q u a l i f i e d  

HMOs r e i n s u r a n c e  p r e m i u m  may be m o d i f i e d  to r e f l e c t  the p o r t i o n  

of the risk ceded t o  the Association, i.e., f eder a l l y  q u a l i f i e d  

b e n e f i t s  m a y  be d i f f e r e n t  from the b e n ef its d e t e r m i n e d  to be 

i n c luded in the r e i n s u r e d  health plans by the r e i n s u r a n c e  board. 

2 1 . 5 6 . 0 6 0  —  e s t a b l i s h e s  the member h e a l t h  b e n e f i t  p l a n  c o m m i t t e e  

(including insurers, small employers, h e a l t h  care p r o v i d e r s  and



a gents or brokers. T h e  committee r ec ommends benefit levels, cost 

s h a r i n g  p r o v i s i o n s  for the basic and standard plan. T h e s e  p l a n s  

are r e q u i r e d  to incorp orate cost c o ntainme nt t e c h n i q u e s  d e v e D o p e d  

by the board, i n c l uding but not limited to high c o s t  case 

manageme nt, h o s p i t a l  p r e c e r t i f i c a t i o n  techn i q u e s  and  o ther c o s t  

c o n t a i n m e n t  t e c h n i q u e s  e stablishe d by the Assoc iation.

21 . 5 6 . 0 7 0  —  r e q u i r e s  that every two years the b o a r d  will r e p o r t  

to the i n s u r a n c e  d i r e c t o r  and legislature on e f f e c t i v e n e s s  of the 

a c t .

2 1 . 5 6 . 0 8 0 - 2 1 . 5 6 . 1 0 0  —  exempts the A s s o c i a t i o n  from the 

A d m i n i s t r a t i v e  P r o c e d u r e s  Act, imposition of taxes and limits the 

li a b i l i t y  of the A s s o c i a t i o n  board.

2 1 . 5 6 . 1 1 0  —  Small E m p loyer Health Insurance Plans. The p r o g r a m  

ap p l i e s  to all health insurance plans for indivi d u a l s  and g r o u p  

h e a l t h  b e n e f i t  plans if they provid e c o v e r a g e  to 2-25 e l i g i b l e  

e m p l o y e e s  and the e mplo y e r  pays all or part of the p r e m i u m  and 

the h e a l t h  pl an is a pplicab le to the IRS code s e c t i o n  26 U.S.C. 

106 or 26 U.S.C. 162.

T h i s  s e c t i o n  also exempts all small e m p l oyer h e a l t h  p l a n s  

(25 e m p l o y e e s  or less) from any restri c t i o n s  on an i n s u r e r’s 

a b i l i t y  to n e g o t i a t e  w i t h  p r o v iders r e g a r d i n g  r e i m b u r s e m e n t  for 

se r v i c e s  a n d  e l i m i n a t e s  the requirement  that the b e n e f i t  p l a n  

c o v e r  s p e c i f i c  m a n d a t e d  benefits or classes of providers. T h e s e  

p r o v i s i o n s  w i l l  i n c rease the afford a b i l i t y  of small e m p l o y e r  

h e a l t h  p l a n s  w h i l e  p r o v iding q u a l i t y  h e a l t h  care to A l a s k a  

residents.
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2 1 . 5 6.120 —  P r e m i u m  Rating Requirements. This p r o v i s i o n  

p r o v i d e s  s t a b i l i t y  and p r e d i c t a b i l i t y  of rates.

The p r e m i u m  p r i c i n g  limi tations included in this c h apte r 

limits an i n s u r e r ' s  a b ility to vary rates for g r o u p s  in s i m i l a r  

geography, d e m o g r a p h i c  c o m p o s i t i o n  aid p l a n  design. Specifi cally, 

an i n s u r e r s  p r e m i u m s  for s i milar groups c o u l d  not v a r y  by m o r e  

than 35 p e r c e n t  from the c a r r i e r ' s  index rate (a rithmetic a v e r a g e  

of a p p l i c a b l e  base rate and h i ghes t r a t e ) . There is als o a 15 

pe r c e n t  l i m i t a t i o n  on h o w  m u c h  a carrier could v a r y  rates by 

industry. Finally, carri e r s  w o u l d  have to limit a g r o u p ' s  y e a r -  

t o - y e a r  p r e m i u m  increases to no mo re than 15 p e r c e n t  above the  

c a r r i e r ' s  t r e n d  (the y e a r - t o - y e a r  increase in the l ow est new 

bu s i n e s s  r a t e ) . T h e s e  provis i o n s  assure the small e m p l o y e r  

a v a i l a b i l i t y  of arid a c c e s s i b i l i t y  to p r e d i c t a b l e  and r e n e w a b l e  

i n s u r a n c e  rates.

C a r r i e r s  are a l s o  requi r e d  to d i s c l o s e  in its s o l i c i t a t i o n  

and s a l e s  m a t e r i a l  h o w  the p r e m i u m  rates from s p e c i f i e d  small 

e m p l o y e r s  are e s t a b l i s h i n g  p r o v i s i o n s  of the pl an and file an 

annual a c t u a r i a l  c e r t i f i c a t i o n  w i t h  the director.

21 . 5 6 . 1 3 0  —  R e n e w a b i l i t y  of Coverage. List s s p e c i f i e d  r e a sons 

w h y  a h e a l t h  p l a n  m a y  not be renewed, i.e., n o n p a y m e n t  of 

premiums, f r a u d  or m i s r e p r e s e n t a t i o n  by a small employer; 

n o n c o m p l i a n c e  w i t h  m i n i m u m  p a r t i c i p a t i o n  or e m p l o y e r  

c o n t r i b u t i o n s ,  etc. S p e c i f i e s  steps a c a r r i e r  m u s t  t a k e  if the 

in surer d e c i d e s  to n o n r e n e w  all of its h e a l t h  b e n e f i t  plans.

2 1.56.140 —  R e q u i r e d  offer of Coverage. As a c o n d i t i o n  of d o i n g  

b u s i n e s s  in t h e  state with small employers, a small e m p l o y e r

-  9  -



i n sur er is r e q u i r e d  to offer a basic and a s t a ndard h ealth 

b e n e f i t  plan. The b a s i c  and standard plans are filed with the 

d i r e c t o r  w h o  m a y  d i s a p p r o v e  t h e m  after a hearing.

2 1 . 5 6 . 1 5 0  —  R e q u i r e d  H ealth Benefit Provisions. B e n e f i t  p l a n s  

m a y  not deny, e x c l u d e  or limit benefits for more t h a n  12 m o n t h s  

due to a p r e e x i s t i n g  condition. This g u a r a n t e e s  the a v a i l a b i l i t y  

of i n s u r a n c e  to all small employ ers and r e m oves the c o n c e r n s  of 

p e o p l e  w i t h  p r e e x i s t i n g  conditi ons that t h e y  would have to 

s a t i s f y  a d d i t i o n a l  p r e e x i s t i n g  condition excl us i o n s  if they 

c h a n g e  jobs or if t h e i r  employer changed insurance carriers.

O n c e  s o m e o n e  had s a t i s f i e d  a plan's 12-month p r e e x i s t i n g  

c o n d i t i o n  r e s t r i c t i o n  he or she would no longer be r e q u i r e d  to 

s a t i s f y  t h o s e  r e q u i r e m e n t s  again when c h a n g i n g  jobs or w h e n  the 

e m p l o y e r  c h a n g e s  insurers. Carriers must offer c o v e r a g e  to all 

e l i g i b l e  e m p l o y e e s  and depen d e n t s  and may not select only c e r t a i n  

individuals.

2 1.56.160 —  E x e m p t i o n  From Requi red Offer of Coverage.

D e l i n e a t e s  w h e n  an i n s urer does not have to offer coverage, i.e. 

t h e  small e m p l o y e r  not located in carrier's g e o g r a p h i c  area; the 

c a r r i e r  do es not have c a p a c i t y  to deliver s e r vice a d e q u a t e l y  to 

m e m bers; t h e  c a rrier  is only maint a i n i n g  in force b u s i n e s s  and 

c e a s e d  e n r o l l i n g  new e m p l o y e r  groups before J a n u a r y  1, 1993. 

21 . 5 6 . 1 7 0  —  C o n d i t i o n s  For Ceasing To Do Business. Insurers 

c e a s i n g  t o  do b u s i n e s s  in the small employer m a r k e t  are r e q u i r e d  

to g i v e  n o t i c e  of this d e c i s i o n  to the insurance de partment, the 

r e i n s u r a n c e  board, the p o l i c y h o l d e r  and the employer. C o v e r a g e  is 

r e q u i r e d  to be c o n t i n u e d  for one year after the date of

-  10 -



notification . A n  insurer is also p r e v e n t e d  from r e e n t e r i n g  the 

small g r o u p  m a r k e t  for at least five y e a r s  from the d a t e  the 

n otice w a s  g i v e n  t h a t  they decided to cease to do b u s i n e s s  in 

this A l a s k a  market.

2 1 . 5 6 . 1 8 0  —  Fair M a r k e t i n g  Standards. S p e c ifies  s t a n d a r d s  for 

insurers to f o l l o w  in clu d i n g  the r e q u i r e m e n t  to a f f i r m a t i v e l y  

m a r k e t  b a s i c  and s t a n d a r d  h e a l t h  plans, an insurer m a y  n o t  deny 

c o m p e n s a t i o n  to an a g e n t / b r o k e r  due to adverse h e a l t h  status, 

c l aim s experience, etc. of small employers.

21 . 5 6 . 1 9 0  —  M a n d a t o r y  R e i s s u e  of Coverage. In order that 

c a r r i e r s  not s e l e c t i v e l y  "dump" their business b e f o r e  the 

e f f e c t i v e  d a t e  of the bill, the d i r ector may a dopt r e g u l a t i o n s  to 

re q u i r e  a c a r r i e r  to r e i ss ue a health b e n efi t p l a n  to a small 

e m p l o y e r  if it was n o n r e n e w e d  after J a n u a r y  1, 1993.

2 1 . 5 6 . 2 5 0  —  Definitions . This section d e s c r i b e s  all the terms 

used in this chapter.

S e c t i o n s  6 . 7 . The term "insurer" was r e d e f i n e d  for t h i s  

c h a p t e r  to incl ude HMOs. Therefore, it is n e c e s s a r y  to c r o s s  

r e f e r e n c e  the d e f i n i t i o n  of HMO for t h e s e  p u r p o s e s  to the 

p r o v i s i o n s  of t h i s  chapter. Sections 6 and 7 a c h i e v e  this 

purpose.

S e c t i o n s  8 . 9 . The term  "insurer" was r e d e f i n e d  for this 

c h a p t e r  to i n c l u d e  hospit al or medical service corporations. 

Therefore, it is n e c e s s a r y  to cross r e f e rence the other sections 

of the i n s u r a n c e  code r e l a t e d  to these organi z a t i o n s  for the 

p u r p o s e  of a p p l i c a b i l i t y  to this chapter.



S e c t i o n  1 0 . P r e m i u m  Rate Restriction. This a d d r e s s e s  

p r e m i u m s  for p o l i c i e s  that are deliv ered prio r to the e f f e c t i v e  

date of the bill, by allowing the p r e m i u m  r atin g r e s t r i c t i o n s  to 

be p h a s e d  in over t h r e e  years, thereby limiting any p o t e n t i a l  

"sticke r shock" small employers may e x p e r i e n c e  to the p r e m i u m  

rate r e s trictions.

S e c t i o n  1 1 . Transition. Not all sect ions of the c h a p t e r  

become  e f f e c t i v e  u p o n  enactment. This section lists those 

p o r t i o n s  of the c h a p t e r  which begin at dates later t h a n  the July 

1, 1993 e f f e c t i v e  date.

S e c t i o n  1 4 . L i s t s  the effective date of the c h a p t e r  as July
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JANE BRYAN? QUINN

A 'Community' Approach 
To Cutting Health Costs

cahh Insurers like Jo think they're 
part of the answer to the high cost 
of,hcaHh w e  J lu i they're actually 

part of the problem.
They’ve figured out way* to 

‘'chcrrypick* IIki uusurancc m arke t- 
keeping the healthy, who don't file many 
medical claims, while throwing sick 
people overboard.

Big-company health plans usually 
aren't affected Itut small companies and 
individuals have been taking it in the 
teeth. If one person in a small group gcla 
sick, rates may rise by 50 percent or 100 
percent for everyone.

President Clinton's health core 
reforms are certain to address this issue. 
In the meantime, a majority of the states 
are trying out ideas of their own.

The egalitarian solution Is a pricing 
system known as "community rating.* 
This is how health insurance used to be 
prked, and Itow some Blue Cross/Blue 
Shield plans arc still priced. In setting 
ratcsTmc healthy arc averaged with the 
sick, fiveryone gets the a*,, s or a similar 
rate (although people arc sometimes 
grouped by geographical a r  \, family siae 
or olhcr specific cluiractcrUtics).

Community rating Is often coupled 
with "guaranteed issue*— meaning tlwt 
the insurers liave to aconk all applicants, 
regardless cf health.

Five state* are In tin.- process of 
introducing community rotes.
Two- New York and Newjereey— aim 
to mukc premiums uniform within 
specified groupings, for example for 
everyone living in the aarne geographical 
area. In the others— Oregon, Maine and 
Vermont—Untiled rate variation » 
allowed, although rates can’t be 
Increased for thoae In poor health. The 
laws in New York and New Jersey cover 
individual policies as well as amall-group 
plans, The others cover only small 
groups.

For buyers of individual insurance, 
community rating could lend lo 
problem*. Kveryonc is averaged 
together, *o younger or healthier people 
may hove to pay more to ltclp cover tlm 
clanrm of the akk. As a result, larger 
number* of healthy people may deride 
not to buy. "I think you should rate 
separately for children, for young adults 
and for old adults,* said Deborah Cholkd 
director of tlx* Center for Insurance 
Kcsc&rch at Georgia Si ate Univerxily.

Instead of going all ilx’  way to 
community rating, 25 states have 
rocently pasacd "rate banding" laws for 
amaB-group ktaurance (small groups are. 
often defined aa groups of up to 25, but 
sometimes up to 50). These laws stop 
insurer* from hitting wnail c jinpanios 
with excessive price increases when one 
employee or dependent comes down with 
a costly Illness. * -

Under rate banding, a small company's 
health insurance premiums have to be 
set within a fixed range.' Rates can rise in 
line with the trend in each insurer's 
medical claims costs, now increasing at 
around 15 percent annually (that covers 
increased use of medical services, as well 
as rising prices for l»callh earn). But a 
company with an employee who’s 
grievously ill typically cannot be charged 
any more than 15 percent above 
.average.

For a company paying below the 
average, there might still be a sizable 
premium increase in the first year that n 
worker falb ill. But small companies 
Y/oukfo't Ukc a 50 percent or 100 
percent hit. Furthermore, their premium 
increase* would soon full buck lo the. 
medical trend rate.

Rate-handing stales allow several 
bends that separate peop'o by 
rirauitttanceH such a* age and Ircnllle So 
rates among different types of employer 
groups can vary by nwre than 15 
percent, Still, the law S t o p s  aggressive 
insurer* from picking off tho beat risks 
and dumcina the rest

SlaK a will) rale liamling usually tit! it 
to guaraniml-issm- Inn ing the 
insurers In lake all mum's. So small 
ronipaiik's with, say, mie skk employee 
ran still gel a policy fur all.

Kate-banded group insuratui' slsxild 
not be aa exj tensive for younger nr 
healthy people as community-iatcd 
policies might Ixxomc, snkl Chris 
1’eicrscn, assistant general counsel for 
tlte Health Insurance Axsooinlimi of 
Am irica jTW  Mere ate many

Tnore liealilty people. than sk'k urn's. If 
more nmall companies Ixiy inxnrarire, 
they'll increase the number of healthy 
people in the |xxil, relative to tin' immber 
of 6k k ones. So overall, rotes shouldn't 
Ivave to climb a lot, lie said.

Although these programs make 
insurance pricing more predict aide, they 
don’t solve the affordability problem. But 
consider iIhmii fingers in tin* dike until 
the country figures out how to pay for 
Iw.sic care for everyone.

M f/O  v v v '

n y  | w s  f ' f



8-LS02S6\A.2 ,
Ford

3/22/93

A M E N D M E N T

OFFERED IN THE SENATE BY SENATOR PEARCE

TO: SB 40

Page 5, line 8:

Delete "and"

Page 5, after line 8:

Insen a new paragraph to read:

"(5) effectuating a methodology for applying the dollar thresholds 

contained in this section for insurers that pay or reimburse health care providers by 

capitation or salary; and"

Renumber the following paragraph accordingly.



8-LS0286\A .3
Ford

3/22/93

OFFERED IN THE SENATE 

TO: SB 40

Page 7, lines 16 - l.Q-

Delete all material.

A jW E N D jy i  E N T

BY SENATOR PEARCE

Renumber the following paragraphs accordingly.

-1.
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3/22/93

OFFERED IN THE SENATE BY SENATOR PEARCE

TO: SB 40

Page 11, after line 17:

Insert a new subsection to read:

"(d) This chapter does not apply to a policy or certificate of insurance that 

covers a specified disease or to a hospital indemnity or limited benefit health 

insurance policy if the insurer offering the policy or certificate files with the director 

on or before March 1 of each year a statement that (1) certifies that the policy or 

certificate described in this subsection is being offered and marketed as supplemental 

health insurance and not as a substitute for hospital or medical expense insurance, or 

major medical expense insurance and (2) includes a summary description of each 

policy or certificate, including the average annual premium rate or range of rates, 

charged for the policy or certificate in this state. An insurer who offers a policy or 

certificate described in this subsection in this state for the first time shall provide the 

information described in this subsection not iess than 30 days before the poiicv or 

certificate is issued or delivered in this state."

A  M E N D M E N T
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Ford

3/22/93

A M E N D M E N T

OFFERED IN THE SENATE BY SENATOR PEARCE

TO: SB 40

Page 13, lines 1 1 -1 3 :

Delete all material and insen:

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

contains a restricted network provision may not be considered similar coverage to a 

health benefit plan that does not contain a restricted network provision if the 

restriction of benefits to network providers results in substantial differences in claim 

costs;"



OFFERED IN THE SENATE BY SENATOR PEARCE

TO: SB 40

Page 16, line 24:

Delete "health benefit plan"

Insert "small employer insurer"

Page 16, line 25, after "ser/ices":

Insen "in a health benefit plan"

Page 16, line 28:

Delete "30"

Insen "90"

Page lo, line 29, after "coverage;":

Insen "the period of continuous coverag* may not include a waiting period for the

effective date of coverage applied by the employer or insurer,"

Page 17, iincs 20 - 23:

Delete all material and insen:

"(7) except as provided in (1) and (3) of this section, a small employer 

insuier may not, by a rider or amendment applicable to a specific individual, restrict 

or exclude coverage or benefits by specific type of illness, treatment, medical 

condition, or service otherwise covered by die plan."

8-LS0286\A.6v
Ford

3/22/93

A M E N D  ’ E N T
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Ford

3/22/93

A M E N D  M E N T

OFFERED IN THE SENATE 

TO: SB 40

BY SENATOR PEARCE

Page 18, line 4:

Delete all material and insen:

"(4) if the small employer insurer is only maintaining in-force business 

and has ceased enrolling new employer groups on or before January 1, 1993; this 

paragraph does not exempt a small employer insurer from the other provisions of this 

chapter; or"

Renumber the following paragraph accordingly.

-1-



A M E N D M E N T

OFFERED IN THE SENATE BY SENATOR PEARCE

TO: SB 40

Page 20, after line 13:

Insen a new section to read:

"Sec. 21.56.190. MANDATORY REISSUE OF COVERAGE. The director m a y  adopt 

regulations to require small employer insurers, as a condition of transacting business with 

small, employers in this state after July 1, 1993, to reissue a health benefit plan to a small 

employer who has had its health benefit plan tenninated or not renewed by the insurer after 

January 1, 1993. The director may prescribe the terms for the reissue of coverage that the 

director determines are reasonable and necessa^ to provide continuity of coverage to small 

employers."

8-LS0286\A.8
Ford

3/22/93



OFFERED IN THE SENATE BY SENATOR PEARCE

TO: SB 40

Page 21, line 24:

Delete "expense policy"

Insert "policy or certificate, major medical expense insurance,"

Page 21, line 27:

Delete ", but"

Insert "health benefit plan""

Page 21, line 30, after "payment insurance":

Insen "if the insurer complies with the provisions of AS 21.56.110(d), or a Taft-Hardey

trust"

Page 24, after line 6:

Insen a new paragraph to read:

"(26) "Taft-Hartley trust" means a jointly managed must, as a l lo w s  

by 29 U.S.C. 141 - 187, containing a plan of benefits for employees that is negotiated 

in a collective bargaining agreement governing wages, hours and working conditions 

of employees as allowed by 29 U.S.C. 157;"

Renumber the following paragraph accordingly.
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HEALTH CARE!
FINANCING 

FOR ALL 
AMERICANS

H O W  R E IN S U R A N C E  W O R K S

Fo r m o re  than tw o  years, the  H ea lth  Insurance A sso c ia tio n  o f  A m erica  (H IA A ) has been  d e v e lo p in g  
the co m po n en ts  o f  a re form  package  des igned  to address the u n iq u e  requ irem en ts  o f  the sm a ll 
e m p lo y e r m arke t. These  re form s, w hen  taken  as a w h o le , w ill ensure fa ir access to an d  co n t in u a ­
t io n  o f  co ve rage  fo r sm a ll em p lo ye rs  and the ir em p loyees. These  re form s constitu te  a m ean ing fu l 
bas is  fo r e n h a n c in g  and  e xp a n d in g  hea lth  care coverage.

Sm a ll em p lo ye rs , u n lik e  the ir la rge r counterparts, are lik e ly  to go  into and  out o f  bus iness frequen t­
ly. S im ila r ly , th e ir  em p lo yee s  tend  to m ove from  job  to job  frequently . F in a lly , sm a ll em p lo y e rs  
ch ange  in su ran ce  carrie rs m ore o ften  in  an attem pt to ob ta in  m ore  favorab le  rates. A ll o f  these fac­
tors, c o m b in e d  w ith  g ro w in g  hea lth  care cost pressures, m ake it e x ceed ing ly  d if f icu lt  fo r in su ran ce  
ca rr ie rs  to p ro v id e  cove rage  to the sm all em p loye r and they  a lso  m ake it m ore  lik e ly  that in d iv id u a ls  
w ith in  th is m a rke t w ill lo se  hea lth  care coverage at som e po in t. H IA A ’s sm a ll e m p lo y e r m a rke t 
re fo rm s ta ck le  these p ro b lem s in  a reasonab le  and  w o rk a b le  m anner.

T h e  H IA A  p ro p o sa l w o u ld  ensure  that any  sm all em p lo ye r m ay ob ta in  cove rage  (rega rd le ss o f  the 
hea lth  c o n d it io n  o f  its em p lo ye e s  o r  the inherent adm in is tra tive  bu rdens they pose). T h e  fo llo w in g  

e x am p le s  illu stra te  h o w  th is w o u ld  w ork .

SITUATIO N: T o m ’s T ree  T r im m ers opens fo r bus iness w ith  a fu ll-t im e  w o rk  fo rce  o f  five
em p loyees. W ith  w o rke rs  engaged in dangerous w o rk , w h e re  statistics suggest 
that pe rsona l in ju ry  is far m ore lik e ly  to o c cu r than in, say, a co m pu te r sa les and 
repa ir outle t, ob ta in in g  a ffo rdab le  hea lth  in su rance  m ay  be d iff icu lt. Let u s  s u p ­
po se  that tw o  em p loyees  H arry  and Sam, have  se rious hea lth  p ro b lem s, w h ic h  
in su ran ce  com pan ie s  term  pre-existing conditions. T o  ob ta in  cove rage , the 
p re s iden t o f  T o m 's  T ree  T r im m ers co u ld  face the fo llo w in g  op tion s: te rm ina te  
H a rry ’s and Sam ’s em p loym en t, in su re  e v e r/o n e  excep t H a rry  and Sam , o r  p ro ­

v id e  no  in su ran ce  for any  o f  the em p loyees.

SO LUTIO N : U n d e r the H IA A  reform  p roposa l, T o m ’s T ree  T r im m ers w o u ld  no t be  e x c lu d e d
from  cove rage  because it is engaged in  dangerous w o rk  or because  tw o  o f  its 

em p loyees , H a rry  and Sam, have p re -ex is t ing  cond ition s. A lso , the ca rr ie r s e llin g  
in su ran ce  to the co m pany  w o u ld  be perm itted  to re insu re H a rry  an d  Sam , the 

h igh  risk  em p lo yee s  (unbeknow nst to H arry , Sam, and the ir em p lo ye r), b y  p ay in g  
a re insu rance  p rem ium . In exchange fo r the re insu rance p rem ium , the re in su re r 
w o u ld  agree to  re im burse  the in su re r fo r H a rry ’s and Sam ’s costs.

S ITUATIO N: D u r in g  the cou rse  o f the year a th ird  em p lo ye e  at T o m ’s T ree  T r im m ers , G eo rge ,
becom es se r io u s ly  ill. W ill h is co n d it io n  threaten coverage fo r h im se lf  o r  h is  
cow orke rs?
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SITUATION:

SOLUTION:

U n d e r H IA A 's  re form  p ropo sa l, in su ran ce  cove rage  w o u ld  be  m a in ta ined  fo r a ll 

em p lo yee s , regard less o f  any o f  the e m p lo y e e s ’ co nd it io n s . T o m ’s T ree  T r im m ers ' 
in su ran ce  ca rr ie r w o u ld  be ob lig a te d  to  renew  the con tract (un less the co m p a n y  
fa ile d  to p a y  its p rem iu m s  in  a t im e ly  fa sh ion  o r  w as  d ishonest w ith  the carrier).

G eo rge , w h o  has had  severa l m on ths o f  p o o r  hea lth , is on  the road  to recovery . 

H e  d ec ides  to leave  T o m 's  T ree  T r im m e rs  to ga in  e xp e r ie n ce  at a sm a ll co m p u te r 
sa les and  repa ir ou tle t, the C o rne r C o m p u te r  C om pany . H e  is con ce rned  that he 
w il l  no t be  ab le  to ob ta in  cove rage w ith  h is n ew  e m p lo y e r because o f  h is  hea lth  
re co rd  w ith  T o m 's  T ree  T rim m ers. H e  is aw are  that, p r io r  to the  re form s in  the 
sm a ll e m p lo y e r m arket, em p loyees w h o  changed  job s  o r em p lo ye rs  that changed  
ca r' c-rs c o u ld  face re cu rring  p re -e x is t in g  co n d it io n  lim ita tion s. G eo rge  rea lize s  
ih a t th is co u ld  lea ve  h im  w ith o u t hea lth  care coverage.

U n d e r the H IA A  p ro po sa l, G eo rge  w o u ld  be guaran teed  co n tin u ity  o f  cove rage  
a n d  w o u ld  no t be sub ject to any  n ew  p re -e x is t in g  co n d it io n  lim ita tion s  i f  he  ch a n ­
ges jobs o r  h is  e m p lo y e r sw itches ca rrie rs, s in ce  he sa tis fied  those w h ile  
em p lo y e d  b y  T o m 's  T re e  T r im m ers (th is  assum es that G eo rge  d id  no t a llo w  h is 
cove rage  to  lap se  fo r a susta ined  p e r io d  o f  tim e).

B o th  T o m 's  T ree  T r im m e rs  and the C o rn e r C om p u te r C o m p a n y  are con ce rn ed  
that the ir hea lth  p rem iu m s w ill r ise  in o rd in a te ly  i f  o n e  o r m o re  em p loyees  is 
fo u n d  to  be se r io u s ly  ill.

U n d e r the H IA A  p ro po sa l, an in su ran ce  ca rrie r w o u ld  have to lim it h o w  m u ch  its 
rates, based u p o n  the g ro up 's  hea lth  h is to ry , varied . Carrie rs  c o u ld  vary th e ir rates 
fo r s im ila r  sm a ll e m p lo y e r g roups (those  w ith  s im ila r dem og raph ics , p lan  type, 
and  g eo g rap h ic  area) b y  no m ore  than  35 pe rcen t above  o r b e lo w  the ir m id p o in t 
rate (the m id p o in t  rate is h a lfw ay  b e tw een  the carrie rs lo w e s t and  h ighest rate). 
C arrie rs  w o u ld  a lso  have  to  lim it the ir industry  la tm g  ad justm ent to 15 percent. 
F in a lly , the  yea r-to -yea r p rem ium  in crease  fo r a g ro u p  co u ld  be n o  m ore than  15 
pe rcen t ab o ve  the ca rrie rs "trend” (d e fin e d  as the in crease in  the low est n e w  b u s i­
ness rate). T o  re fle c t co st d iffe ren tia ls  b e tw een  m anaged  care and  non -m anaged  
ca re  p roducts, ca rrie rs c o u ld  estab lish  sepa ra te  trends.

A  n ew  firm . T re e  D o cto rs , Inc., o pen s  fo r bus iness in  the sam e co m m u n ity  as 

T o m ’s T ree  T r im m ers . L ik e  its com pe tito r, T ree  D o c to rs  em p lo y s  five  em p loyees. 
A t  the  tim e it o p e n s  fo r business, a ll o f  its em p loyee s  are hea lthy. T h e  p re s id en t o f  
T ree  D o cto rs , Inc. k n o w s  that he is in  s t iff  co m pe tit io n  w ith  T o m 's  T ree  T rim m ers. 

H e  is co n ce rn ed  that he may be at a co m pe t it iv e  d isadvan tage  if  any  o f h is  costs 
are h ig he r than those  o f  T om 's  T ree  T r im m ers . S ince  T o m 's  T ree  T r im m ers  has 
been  in  bu s in e ss  fo r som e  time, the o w n e r  o f  T ree  D octo rs , Inc. is co n ce rn ed  that 
he m ay no t be ab le  to pu rchase  hea lth  in su ran ce  cove rage  at a rate that w i l l  be 
s im ila r  to the  rates ch a rged  to h is  com pe tito r.

U n d e r the H IA A  p ro p o sa l, the a v a ila b ility  o f  re in su rance  co m b in e d  w ith  the 
p rem iu m  rate lim its  w o u ld  m oderate the  p rem ium  d iffe ren ce  be tw een  g roups.

T h e  H IA A  p lan  w o u ld  ensure  that T ree  D octo rs , Inc. d id  no t in cu r in o rd in a te ly  
h ig h  p rem ium s re la tive  to d em o g ra p h ica lly  s im ila r  firm s.

June 1991



BAND RULES

- Within a block, the rates for similar groups may be no 
more (hail 25% above or below the block's midpoint rate.

- The midpoint rate for a carrier’s highest rated block may 
be no more than 20% above the midpoint for the carrier's 
lowest rated block. -

HYPOTHETICAL EXAMPLE

RATES Block A Block B All Blocks RATOS All Blocks

Highest 125 150 150 Highest 156

Midpoint 100 120 (20% 
above 100)

Midpoint ^~J16

Lowest 75 90 75 Lowest *15
(overall 
low to high 
ratio of 1:2)

YEAR-TO-YEAR INCREASE RULE

- Carriers would have to limit a group’s year-to-year 
premium increase to no more than 15 % above the carrier’s 
"trend" (trend is defined as the year-to-year increase in the 
lowest new business rate).

INDUSTRY RATING RULE 

None

- A carrier’s rales for similar groups may be no more than 
35% above or below the carrier’s midpoint rate.

(overall low 
to high ratio 
of 1:2.08)

Carriers would have to limit a group’s year !o-ycar 
premium increase to no more than 15% above the carrier’s 
"trend" (trend is defined as tho year-to-year increase in the 
lowest new business rate).

±15% limit on how much a carrier could vary rates by 
industry.

RATING LIMIT ILLUSTRATION

HIAA

April 19, 1991Health Insurance Association of

NAIC



March 10. 1993

C O M P R E H E N S IV E  S M A L L  E M PLO Y E R  PA C KA G ES

C A L IF O R N IA C O N N E C T IC U T  j

Availobility G uam nued i ia ie  o f  amall em p loye r product* (group i lz e  5 -5 0  by 
7 /1 /9 3 ; 4 -5 0  by 7 /1 /9 4 ; 3 -5 0  by  7 /1 /9 5 ) (1 9 9 2  KB 1672 ) 
§ 107 0 0 (x ), 10705 (b )h

Guaranteed iaaue §38a -552 , 5 6 8 2 (b )

G-oup Size 3 -5 0  § 10700 (x ) 1-25 |3 B a -5 6 4 (4 )

Individual Policia* Ind iv idua l policies: cold lo  im a ll em p loyers meeting certain 
requirements are Bubjcct lo  ih ii Act §10702

Insu re rs may iiaue individual special health care plana aubjcct 
to the law* applicab le lo  ind iv idua l health insuianee, provided 
auch po lic ies shall be identical to Ind ividual specie] haahh care 
plana nude availab le by die Health Reinsurance Association. 
§ 3 8 a *S 5 2 ,5 6 6

Cate
ChnracterijiiCK

Include* age (7  categories), geography (9  reg ions ). fam ily 
com poiition  (4  categories), and p lan design which are used lo 
determ ine the standard em ployee riile r i le  § 10700 (w )

Appears to include everything except claims experience 
538a -5 6 4 (2 7 )

Rating Restrictions Prem ium  rates may not va ry  from  the standard employee risk  rate 
by m ore than 1 20%  nor lew  than 80%  until du ly 1, 19 96 ; 
effective Ju ly  1, 1996 , prem ium  rates may not va ry  from  Use 
standard employee risk rale by m ore than 1 10%  no r lc ia  than 90%  
4 1 0 7 0 0 (v ) , 10714

Prem ium  rate* may not exceed 2 0 0%  o f  the lowest new 
business ra le fo r  the tame o r  s im ila r care characteristics 
{3 8 i - 5 6 7 (5 )

Transitional Period See above 5 y e a r i; a fter Ju ly  1, 1995 , rating restrictions w ill be applied to 
plana issued p rio r to Ju ly 1, 1990  §38u*567(5 )

Renewal Ru ling 10%  perm itted fo r  risk adjustment fa c lo u ; renewal ra les arc 
e ffective fo r  * l least six months S 1 0 7 1 4 (b ) l(2 )

T rend  plus 2 0 %  plua changes in case charueieriaic* 
§ 3 8 i-5 6 7 (6 )

Renewability Guaronleed renewable except ' f o r  cause' 5 1 0 7 0 5 (b ), 10713 Guaranteed renewable except * fo r  eauac' 9 3 8 a -5 6 7 (3 )

W hole G roups Carrie rs »rc required to take the whole group 510707 Cannot exclude eligib le employees o r  dependent), on the b u n  
o f  ao  actual o r  expected health condition J 3 8 q-5 6 7 (4 )

Continuity o f  
Coverage

Prcexiating condition lim itation o f  6  months; credit s h i l l be given 
i f  a person was covered under qua lify ing p rev ious coverage i f  
p rev ious coverage was continuous 3 0  days p rio r to the new 
coverage , exclusive o f  app licab le waiting periods; I f  employment 
is term inated o r em p loyer's contribution toward the coverage h i*  
term inated, there is a 90-day period a llowed fo r  coniinuily o f  
coverage §10706 , 1 0 7 0 8 (* ,b ), 10709 (a )

Preexisting condition lim itation o f  12 months; credit shall be 
given i f  a person was covered under qua lify ing previous 
coverage i f  p rev ious coverage was continuous 30  day.* p rio r lo  
the new coverage, exclusive o f  applicab le waiting periods 
§ 3 8 i - 5 £ 7 ( l .2 )

Reinsurance type Prospociivc/w lth  opt out § 1 0 7 1 9 , 10720 (d ) Proapec live /m aodelo ry  (e ffee . 5 /1 /9 1 ) §38a-569

Reinsurance Price No p rovia ion W ho le  C roup : 150%  
Ind iv idua l; 5 0 0 %  § 38* -569 (c )

C on  Sharing No p rov is ion 5 5 0 0 0  fo r a ll plana except those which supp lam tni the bast: 
hospital o r  hospita l surgical p lans, In which case the deductible 
is $ 2 0 0 0  }3 8 * -S 6 9 (b l)

Assessments N o  cap §10721 (1 ) Apportioned among all members In p roportion  lo  them 
respective share* o f  the total p rem iums earned from  small 
g roup p lans, (2 ) apportioned among all num bers in p roportion 
to  their rctpective shares o f  total p rem ium ! earned from  other 
p lans; member*’ s tu u m c c L i cannot exceed 4 0%  o f  the total 
ataeaemant fo r  (he first year, 5 0%  fo r  the second 
{3 8 a -5 6 9  e (2 )

O t lu r Estab lish** « purchasing poo l fo r sm all em ployer* 1 10730

Effective Dm* July 1, 1993 , but sec phase-in effective dates above Ju ly  1, 1990

OTHER STATES' C O M P REHENSIVE 
SMALL EMPLOYER PACKAGES



D E L A W A R E F L O R ID A

Availability Guaranteed issue (groups o f  2 -2 5 ) |7 2 0 7 (a )3 Guarnnlfcod isaue with cap (g roup size 3 -2 5 ) (1 9 9 2  S B  2 3 9 0 ) 
§ 6 2 7 .6 6 9 9 (3 ) r ,  (5 )»

Group S ize 1-25 § 7202 (cc ) 1 -25 6 6 2 7 .4 1 0 6 (2 )*

Individual Policies D o ts  not apply to individual health p o lic le j §7203 W ith regard to  rating and renewability p ro v is ion !, docs not apply 
to individual po lic ies i f  the Insu re r certifies to  the department that 
th* p o licy  waa iatued in good  faith w ith no know ledge o r  intent 
that the p o licy  la paid by  o r  the p rem ium s are ralmburaed by a 
amall em p loye r § 6 2 7 .4 1 0 6 (4 )

Cose
Characteristic*

Dem ographic o r o ther ob jective characteristics o f  sm all em p loye r 
nn considered by ca rrie r in  determ ination o f  prem ium s; C la im s 
experience, health Halt's, and duration o f  coverage are nor case 
characteristics; sm all em p loye r c a rrie r shall n o t use characteristics 
odter than age, gender, industry , geographic area, fam ily 
com position , unhealthy life s ty le  choices, and g roup  sizs without 
p rio r app rovs l o f  C om m issioner 6 7 2 0 2 (g ) , 7 2 0 4 , 7 2 0 5 (4 )

Dem ographic o r  othar ob jective characteristic* o f  sm sll em p loyer 
as considered b y  ca rrie r In determ ination o f  prem ium s; C laims 
experience, health sum s , and duration  o f  coverage are not caso 
characteristics § 6 2 7 .4 1 0 6 (2 )*

R i lin g  Restrictions Index ra le  fo r  one elns* o f  business m ay not exceed the index rite  
fo r  any o ther class o f  l> > in«s by m ore  th in  2 0 % ; fo r  a d e ss  o f  
business, the p rem ium  rates charged irn i l '  em p loye rs with s im ilar 
benefit plana shall not va ry  from  the index rate b y  m ore then 
3 5 % , with an additional combined v a iu t lo n  o f  no  m ore than 10%  
fo r  gender and geography, and th* acm aria lly  Justified adjustment 
fo r  age snd fam ily  com position , prov ided  that the ca rrie r fi le  age 
and fam ily  composition tab lc i with the Com m issioner 5 7 2 0 5 (1 .2 )

Index rat* fo r  one  c laa i o f  business m ay not exceed the index ra le 
fo r  any other c lass o f  business by  m ore  than 2 0 % ; fo r  a c lu s  o f  
business, the p rem ium  rates charged sm all em p loyers w ith sim ilar 
c u e  characteristics shall not v a ry  fro m  the index rate by more 
than 2 5%  1 6 2 7 .4 1 0 6 (5 )1 ,3

Transitional Period F o r  p lans delivered o r  issued fo r  de live ry  p rio r to the c ffectiv* 
da l* o f  this ehopter, a prem ium  raw m ay have a otw -year 
transition period 6 7 2 0 5 (7 )

5 years § 6 2 7 .4 1 0 6 (9 )

Renewal Rating T rend  p lus 15%  plus changes in case characteristics § 7205 (3 )6 T rend p lus 1 5%  plus changes in case characteristics 
|6 2 7 .4 1 0 6 (5 )b

Renewohilily Guaranteed renewable except " fo r  cause* s ‘, ‘'1 6 Guaranteed renewable except " fo r  cause ' § 6 2 7 .4 1 0 6 (6 )

W hole  G roups Carrie rs must ofTer c o v e r . . .p lo y e d  and 
dependents §7207 (u )

C a rrie rs oiust o f fe r  coverage to a ll e lig ib le employees and 
dependents § 6 2 7 .6 6 9 9 (5 )e (7 )

Continuity o f  
Coverage

Preexisting condition lim its ’Jem o f  12 mouths; cred it sha ll be 
given i f  a person w«> covered under qua lify ing  pravioue coverage 
I f  p rev ious coverage w»s continuous 6 0  days p rio r to the now 
cove rage , exclusive o f  app licab le w riting period* J 7 2 0 7 (c )

Preexisting condition lim itation o f  12 tnon ih j; cred it shall be 
givan i f  a p tra on  was covered under qua lify ing p revious coverage 
I f  p revious coverag* was contlnuoua 3 0  day* p r io r to the new 
coverage , exclusive o f  app licab le watting periods 
§ 6 27 .6 69 9 (5 )« (1 ) (2 )

Reinsurance type Prospective/w ith an opt-out 6 7 2 1 0 Prospective/w ith an  op l-ou t 6 6 2 7 ,6 6 9 9 (8 )

Reinsurance Price W ho le  G roup : 150%  
Ind iv idua l: 5 0 0%  § 7 2 l0 ( i )4

W ho le  G roup : 1 50%
Ind iv idua l: 5 0 0%  § 6 2 7 .6 6 9 9 (8 )h ( l )o ,b

C o i l Sharing $ 5 ,0 0 0  p lu s 10%  o f  the next $ 5 0 ,0 0 0  § 7 2 1 0 (L .2 b , (L )3 o $ 5 0 0 0  per y e a r p lu s 10%  o f  Incurred claim s d u rin g *  calendar 
year § 6 2 7 .6 6 9 9 (8 )9 (4 )

Assessments Fo rm u la  to  b* sat by Board  but must be 5 0%  -  150%  o f  e n rr itr ’ i  
p ropo rtiona l s h ir t  o f  *11 rc ln iu ring  carrie rs ' «m*U em p loyer 
prem ium s; maximum amount shall be 5%  o f  total p rem iums 
earned in  p rev ious year from  sm ell em p loye r p lans 
§ 7 2 1 0 (L )2 (b ) , L (3 )e

1st tie r, on amount not to exceed 5 %  o f  sm all em p loyer 
p rem iums; 2nd tie r, i f  n a e e iu n  , an amount not to exceed .5%  
o f  prem iums collected on  nil h< d th  benefit p lan* issued by small 
and large group carrier* § 6 2 7 .6 6 9 9 (8 )1 (2 )

Odter A llow i reinsurance o f  existing business 6 7 210 (i)3 C arrie r* p iy in g  2nd tia r aaaeasmenu w ill receive * credit fo r 
assessments paid to the F lo rid a  R isk  P oo l § 627 .6 6 9 9 (8 )J (2 )b

E ffective Da le January 4 , 1993 O ctober 1, 1 9 92  (rating &  rcccw ab lihy p rovision* 10 /1 /91 )

S T O 'Z O O P l

»

2

N’O IV d K V O  Y V IH S  O N I - T  C 0 • ' CO



%

1 #
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Availab ility S lt ie  run , employm ent baw d pre/team; a ll residents are alig ib lc Guaranteed ln u a  J J I3 B

Group Size No p ro v ii io n 1*25; howovar, m u it have at least 2  p - ,-tieipaiing employee* at 
the date o f  iw ue o f  health benefit p lan  S 5 1 3 B .2 (! 2 )

Individual Policies No p rov iiion D oes not app ly  to Individual polieiea which a re tub ject to po licy  
fo rm  and prem ium  rite  npprova l J 5 1 3B .3

Cate
Characteristic!

N o p ro v ii io n Case chtrtcteriatica Include age, induu ry  c lassification, 
geographic a re * , fam ily  com position , and group size; gender may 
be used prov ided  the Insurance d iv is ion  ha* conducted an 
independent, actuarial ftudy that determ ined u ie o f  gander to be 
aeiuariaUy jua tified ; other ense characteriatica chaii n i t  be used 
w ithout p rio r approva l o f  c o tnm iiiion e r fi5 1 3B .2 (4 )

Ru ing  R c it ric lio n i

1

N o  p rov iiion Index rate fo r  one e laa i o f  b u iin e n  ih a li not exceed tlte index 
rate fo r  any othe r class o f  buainesa by m ore than 2 0 % ; fo r  a e la n  
o f  buaineaa, tho prem ium  rates charged amall em ployers with 
lim i la r case chareetcriitica ih a ll not v a ry  from  Ute index rate by 
m ore than 2 3 %  J 5 1 3B .4

T r in ii t lo n e l Period N o p ro v ii io n 3 years J 5 1 3 B .4

R enew il R i lin g N o p ro v ii io n T rend  p lu i 1 5%  plus ehangei in case characteristics S 5 I3 B .4

Renewability N o  p rov iiion Guaranteed renewable except ' f o r  cause* S513B .5

W ho le  G roup i N o  p ro v ii io n M ust o f fe r  to who le  g roup , except as perm itted with regard lo  
late cn ro lleM  $ 5 1 3B .7A (3 )«

Continuity o f  
Coverage

N o p ro v ii io n Prccxiiting cond ition  lim itation o f  12 months; credit shell be 
g iven i f  a peraon  waa covered under qua lify ing  previous coverage 
i f  p revious coverage w a i con iinuou i 3 0  day* p rio r to the new 
coverage, exclusive o f  applicab le waiting periods § 5 I3 B ,7A (3 )3

Reinsurance Type N o p rov iiion Proepoctivc/w lth an opt-out S 3 1 3 b .7 (D )

Reinsurance Price N o  p rov iiion W ho le  G roup : 1 50%
Ind iv idua l: 5 0 0%  § 5 1 3B .7 (D )9 (b )

Cost Sharing N o  p rov iiion 5 5 ,0 0 0  and 10%  o f  the next $ 5 0 ,0 0 0  o f  incurred c la im i during a 
calendar yea r , liab ility m axim um  o f  $ 1 0 ,0 0  in  any one calendar 
year with re ip cc t to  any reinsured ind iv idua l 9 5 1 3 B .7 (D )8 (D )

Assessments N o  p ro v ii io n Form u la lo  be set by Board  but must be 5 0%  * 150%  o f  carrie r's  
p roportiona l s h ire  o f  a ll re insuring carrie rs ' im a ll em p lo y ir 
prem ium*; im oum  shall ba 596 o f  total p rem iums earned in 
p revious yea r from  im a ll em p loye r p lan i J 5 1 3 B .7 (D )1 1 {2 )

Other E m p loy***requ ired  to pay 1 .3%  o fw ag e s , o r  h a lf the prem ium  
whichever U  lass; em p loyer* p rovide th i b i l in c *  fo r  each 
em p loy**  w ork ing  more than 2 0  hours p e r week; dependent 
coverage i*  op tiona l; unem ployed resident* above poverty leve l 
pay a im a ll fee fo r  doc to r visit* and a po rtion  o f  the prem ium  with 
the remainder being funded by the State; p o o r are covered by 
Medicaid

Effective D a le Ju ly 1, 1 992



K A N SA S M A IN E

Availab ility Guaranteed Usue (g roup  itizc: 3 -2 5 ) (1 9 9 2  SB  5 6 1 ) 5 4 (b ), 12 (a ) Guaranteed issue (1 9 9 2  H ?  5 0 7 ) |2B 0B -B  4 (A )

C roup Size 1-25 S3 (z ) 1-24 9 2 8 0 8 -B  1 (D )
Ind ividual Policies Ind iv idua l po lic ies issued lo  Individuals and dependents to ta lly  

independent o f  any g roup , eaeoeialion , o r  trust arrangement shall 
not be subject to this A c t J 4 (a ) , 4 (o )3 (e )

N o  p rov is ion  J2 8 0 3 -B (7 )

Cam
Character'i'tlcs

Caae characteristics include the geographic area, age and sex, 
industry classiGcstion, number o f  employees a r  d dependents, 
fam ily  com position , and otlio t ob jective criteria as may be 
approved by the com m iis ionc r; claims experience, health status, 
and duration o f  coverage a re n o l caae characteristic! 93 (g )

A carrie r may not va ry  the prem ium  ra le  due to the health status, 
claims experience o r  po licy  duration o f  the eligib le g roup ; age, 
gander, industry , and geography w ithin the bands; ftm ily  status, 
smoking sum s , participation in w e lln e rs p rog ram s, and group 
slxc may be used outside ru e  bands {2 8 0 S -B  2 (B )

Rating Restriction* Index m e  fo r  one c lass o f  business ahall not exceed the index r i te  
fo r  any Other class o f  business by more thon 2 0 % ; fo r  a class o f  
business, the p rem ium  rates charged sm all em p loye rs with s im ila r 
cesa characteristics sha ll not v a ry  Grom the index ra le  by m ore 
than 25 % 9 7 ( 0 5 )

Prem ium  ru e s  fo r  age, gander, industry , and geographic nreu 
may not ve ty  by  +  /• 5 0%  o f  the community rate until 7 /1 4 /9 4 , 
+ / - 3 3 %  o f  the community rate until 7 /1 4 /9 5 , + / - 2 0 %  o f  the 
community rate until 7 /1 4 /9 6 , •*■/- 1 0%  o f  the community rate 
until 7 /1 4 /9 7 , and 0%  o f  the community ra le  by 7 /1 4 /9 7 ; 
raitrictions a re repealed 7 /M/9-4 unless continued o r modified 
|2B 0S -B  2 (D )

T ransitiona l Period 3 years 9 7 (6 ) None

Renewal Rating T rend  plua 15%  p lus changes in ease characteristics 97(3)5> ) N o  p rov is ion

Renewability Guaranteed renewable except " fo r  cause' §5(c ) Guaranteed renev/able except " fo r  cauee’  8280B -B  (4 )B

W ho le  G roup* Prohib its ca rrie r from  exclud ing any em ployee o f  dependent on  the 
basis o f  an actual o r  cxpeeied health condition § J (e )6 (e )

(1 9 9 0  -  applies ts  a lj g roups) P roh ib its carriers Grom excluding ' 
nny person from  g roup ; a il new e lig ib le  employees must be 
added; m ay re ject group until guaranteed issue is effective 
J2829 -B

Continuity o f  
Coverage

Preexisting condition lim itations o f  12 months and wniting periods 
not to exceed one yean  waiting periods m ay be waived i f  
individual was covered by a group po licy  p rio r to the e ffective 
data o f  coverage with no gap in covorage §5 (a )(b )

(1 9 9 0  -  applies to i l l g roups) Requires continuity for any person 
elig ib le fo r  cover* ;e in p rio r 3 month* in a group replacement 
situation o r  fo r  pet ton m oving from  individual to group o r group- 
lo -g roup  c o ve reg 'j lim it on  10%  on prem ium  rate increase* fo r 
preexisting conditions during Grst 12 months o f  employm ent; 
preexisting condition lim itations o f  6  months fo r  individual 
p o lic ic i, except up to 2 4  month* fo r  any condition that as o f  tha 
effective date o f  coverage requires ongo ing  medical treatment 
(H  1641 ) § 2 8 4 9 -2 (B )B ,6  9 2 8 5 0 (2 )

Reinsurance Type P roepec live/w iih  an op t-ou t 5 1 1 (a ) Requires the Bureau o f  Insurance to repo rt to the Banking and 
Insurance Comm ittee on  o r  b e fo re  Januaty 1, 19 93 , on 
reinsurance m odels with opt-out §5

R e in iu n n ce  Price T o  be established by  the reinsurance boa rd  5 1 3 (g )6 N o  p rov is ion

Com Sharing $ 1 0 ,0 0 0  p lus 10%  o f  the next 5 5 0 ,0 0 0 ; m axim um  in one ca lendar 
y e i r  shall no t exceed 2 0 %  o f  lo ta l p rem iums | l l ( h ) 6 ( J )

N o  p ro v ii io n

A**C»Q£llU N o t lo  exceed 5 % o f  email em p loye r p lan  prem ium s; second Ucr 
no t to exceed 1 % o f  total p rem ium  upon which a s rm m cn t Is 
baaed 91 1 (k )2 (« )

N o  p rovia ion

O ther M u tt reinsure the entire g roup ; g j l cam era , whether reinsuring o r 
n o l, subject to second tie r assess mem §11 (k )2 (b )

M arketing standards; superintendent w ill develop standardized 
plan* § 2 8 0 8 - 0 (6 )

E ffective Dote Ju ly  1, 1992 Ju ly  15 , 1993  ( f o r  rating and guaranteed issue)

■ R B K ? . a r c a i m u E



M A SSA C H U SET TS M IN N E SO T A

Availab ility Gu»ranleed issue; how ever, until D ecem be r3 1, 1994 , a carrie r 
can lim it the guaranteed issue requirement to 9 0  consecutive days 
a year, certain association groups are exempted from  a ll bu t the 
reinsurance p o rtion  o f  the b ill (1 9 91  HB  6 3 0 7 ) 8 2 (b ) , 4 (e ) )

Guaranteed Issue o f  e ll product* so ld  in email em p loye r market 
(1 9 9 2  H B  2 8 0 0 , SB  2 6 0 3 ) j 3  subd. 1 , 4  subd. 1

C roup Size 1-25 §1 2 r2 9  {subd . 26

Individual Policies D oes not app ly to individual po lic ies j 2 ( t j A ll p rov is ions except guaranteed Issue app ly to Ind iv idua l policies 
§12 eubd. 1 ,2 ,6  eubd. 2 7 (i ) (u )

C a v
CJuraclerie lics

Ape, k i , rate ba iia  type, industry , number oT e lig ib le persons, 
and participation rate o f  a g roup {1

Re levan t characteristic! o f  sm a ll em p loye r os determ ined by 
ca rrie r In dete rm iiu tioa o f  p rem ium s; c laim s cxp sritn ca , health 
status, industry , duration o f  cove rage , and gender a re  not case 
characteristics 12 subtl. 6 , 3 subd. 4

Rating Restrictions Prem ium  ru e s  arc lim ited to i  2-1 rate band; how ever, the 
fo llow ing  adjustments are perm itted outside that band: beneGl 
leve l, geography + / -  2 0 % , group size +  /- 5 % , wellneca discount 
- 5 % , phase ou t adjustment fo r  experience and duration rating on 
existing business to reach + / -  15%  by 12 /31 /94 , age +  /- 3 3%  
until 12 /31 /93  5 3 (a ) l ,  3 (a )3 (4 ) , 3 (a )7

Rate* must not va ry  by m ore than + / -  25  *  o f  the Index rate fo r  
same o r  s im ila r coverage; Inside the rating band, variations can 
bo baeed on ly  on health status (Inc lude* retra in ing from  tobacco 
uw  o r  o lh e r aetuarially va lid  life s ty le  fac to r* ), c la im s experience, 
industry, and length o f  rime em p loye r has been c c e r e d ;  
adjustments outride the band: age +  /- 5 0  % , geography +  /- 
2 0 % , rat* ce lls  i r e  perm itted b a u d  un number o f  adults and 
ch ild ren covered under the p o licy  58 subd. 2 ,3 ,4 ,5 ,6

Transitional Period Phaae out o f  rating restrictions .43(a)8 None

Renewal Rating Trend p lus 1 0%  p lus changes In extra eharacterirtles 8 3 (b ) N o  provia ion

Rcoew ib lllty Guaranteed renewable except ' f o r  cause’  8 4 (b ) ( l ) ( 2 ) Guaranteed renewable except ’ fo r  cause* §3 eubd. 5

W hole  G roups Prohibits po lic ies from  excluding elig ib le employees Of e lig ib le 
dependents on  the basis o f  an actual o r  expected health condition 
o f  such pcraon § 5 (t )

Application mutt include a ll e lig ib le  employees §4 *ubd. 1

Com inuity o f  
Coverage

Preexisting cond ition  exclusion o f  6  months; credit shall be g iven 
i f  i  person w ie  covered under qua lify ing previous coverage i f  
previous coverage was continuous 3 0  days p rio r lo  the new 
coverage and i f  p revious coverage was reasonably octunrially 
equivalent to new coverage 85 (b )

Preexisting condition exclusion o f  12 months; requires credit fo r  
time covered under qua lify ing p r io r  coverage; perm its 18 month 
preexisting co&dhion lim itation fo r  late entrants §3 subd ,4

Re iiw jranee Type Prospective/m andatory fo r  commercia ls §8 prospective/w ith in  opt-out § 1 3 ,1 8 (1 )

Reinsurance Price W hole G roups: 150%  
Indiv idua l# : 5 0 0 %  § 8 (1 )(2 )

W ho le  G roups: 150%  
Ind iv idua ls : 5 0 0%  5 2 1 (1 )

Cost Sharing 5 5 ,0 0 0  58 S S .0 0 0 , p lus 10%  o f  the next 5 1 0 .0 0 0  §20 (1 )

Assessment* 5%  o f  sm all em p loye r prem ium s; i f  inadequate. Other funding 
sources w ill be recommended § 8 (7 )

In itia lly , $ 1 0 0 ; in addition, n o l to  exceed 4%  o f  the r -  mber's 
sm a ll group ms fleet p rem ium  O f it i*  determ ined that prem ium 
charges are InsufGcient to cove r the losses) |2 2 ( 2 ) ( 3 )

O lher L o s t ratios: In itia lly  65% fo r  ind iv idua l po lic ies, 75% fo r group 
po lic ies ; Increases by 1% pe r y e a r to 70% and 80%, respectively 
5 8 (1 )

E ffective Dale A p ril I ,  1992 Moet provisions Ju ly 1, 1993

5



h tiS SO U R J N E W  H A M P S H IR E

Availability Guaranteed lam e (1 9 9 2  SB  7 9 6 ) $6 N o  p rov is ion  (1 9 9 2  H B  3 2 1 )

Group Size 3 -2 5  9 1 (2 8 ) 2 -5 0  8 « 2 0 - F : l (X I )

Individual Policies No p rov ia ion  § 2 (1 ) (2 ) (3 ) , 3 D oes not app ly  to Individual health policies which a re subject to 
p o licy  fo rm  nod p rem ium  rate app rova l § 4 2 0 -F :2 ( l) (H )

C u e
Characteristic*

Re levan t demographics o f  email em p loye r a* considered by  co rne r 
in determ ination o f  prem ium*; c la im s experience, health status, 
and duration o f  coverage are not c a n  characteristic* § 1 (9 ), 4 (1 0 )

Re levant demographics o f  amall em p loya r as considered by 
ca rrie r in determ ination o f  p rem ium s; c laim s experience, health 
status, and duration o f  coverage arc not case characteristics 
§ 4 2 0 - F ; l f IV )

U Rating Restrictions Index ro le fo r  one class o f  business *h*H not exceed the index rate 
fo r  any o the r class o f  business by  m ore than 209E; fo r o class o f  
business, the p rem ium  raws charged amall employers with lim iin r 
case characteristics t h i l l  not v i r y  from  tha index rate b y  more 
than 25 % § 4 (1 )(2 )

Rataa charged during a rating pe riod  to sm all amptoycra with 
sim ila r esse characteristics fo r  same o r  sim ila r coverage chad) not 
v a ry  from  the index rate by  m o re  than 30%
§ 4 2 0 -F ;3 ( l)a

Tnm ailional Period 3 year* § 4 (3 )b 5 year* § 420 -F t3 (T )(3 )c

Renewal Rating Trend p lus 1 5%  p lu s changes in  ease characteristics §4 (3 )b T rend p lua 1 5%  plus changes in  caw  characteristics 
§ 4 2 0 - F J ( I )2

Renewability Guaranteed renewable except ' f o r  cause* §5 Guaranteed renewable except " fo r  cause" } 4 2 0 - F :4

W hole  G roup* Insu re r must c o ve r the whole g roup  J 6 (5 > In su re r m u *  cove r the w ho le  g roup  § 420 -F :4

Continuity o f  
Coverage

Preexisting cond ition  lim itation o f  12 months; credit tba.ll be g iven 
i f  a p e rron  wa* covered under qua lify ing  previous coverage I f  
prcvioua coverage w s t condnuoua 3 0  days p rio r to the new 
coverage, exclusive c f  applicab le w ailing  periods § 6 (2 ) 1 (2 )

Preexisting condition lim itations conaiatcut with insurance 
department ru les

Rain iuranee Type Pro spec live/m andatory with i n  op l*out a fte r three years § 7 (1 ) N o p rov is ion

Reinsurance Price W ho le  G roup : 1 5 0%  § 7 (9 )2 N o  p rov is ion

C o i l Sharing 5 5 ,0 0 0  plus 10%  o f  the remaining incurred claim s; m axim um  lim it 
o f  5 2 5 ,0 0 0  5 7 (8 )3

N o  p rov ia ion

Assessments Form u la to be  set by Boa rd  but m utt be 5 0%  ■ 150%  o f  ca rrie r ’ s 
p roportiona l th e re  o f  all re insuring ca rrie rs ' small em p loye r 
prem ium s; m axim um  amount s h i l l be 5 % o f  total prem iums 
earned in p rcvioua yea r from  email em p loye r plans l l l ( 2 ) b .  
l l ( 3 ) e

N o  p rov is ion

Other

E ffective Date Guaranteed lisu s  nnd continuity o f  coverage p rov is ion  e ffective 
Ju ly 1, 19 94 ; a ll o ther sections a ffec tive  Ju ly  1, 1993

January 1 , 1993

A
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N E W  JE R S E Y

Availability Continuous open enro llm ent (guaranteed n iu e ) 53b

G roup Size 2 -4 9  11

Individual Po lic ic i App lie i to i l l  hea lth benefit plane covering elig ib le em p loyee! o f  
one o r m ore sm a ll em p loye r! 82

C u e
Characteristics

Prohibit* th* uae o f  age, sex, health status, residence o r  
occupation with com m uolty rating, 81

Rating Restriction* R i le s  m*> not exceed 4 times the base prem ium  rate charged to 
the lowest-rated g roup . F lans must bo community rated by 
1 /1 /97 . 1 /1 /9 4  to 1 2 /3 1 /9 5 , p rem ium  rates charged to highest 
rated group aha ll not be g raatcr than 3 0 0 %  o f  rate charged to 
lowest ra*ed g rou p . 1 /1 /96  to 1 2 /3 1 /9 6  greater than 2 0 0 % , J9

Transitional Period Policies whose term  extends beyond 12 /3 1 /9 3 . Policies 
contracted on  o r  a fte r 1 /1 /94 . |9 (h )C 0

Renewal Ru ling Beginning 1 /1 /95  mny m *ke in fo rm ationa l filing  with 
comm issioner o f  increase o r d ec ra tte  provided the loes ratio not 
be less then 75  *  o r  ths prem ium . §9g

Renewability Guaranteed renaw sb lo  except * fo r csusr * §7

W hole C roup* Must o ffe r cove rage to *11 em p loyee* sod  their dependents. 
Cannot exclude based on actual o r  expected health condition . 82

Continuity o f  
Coverage

Genera lly  no p reexisting condition lim itation . Preox may app ly 
to a group o f  2 -5  i f  the period is 180 days forw ard and 6  months 
back, how ever, i f  10 o r  m ore late e n ro lle d  request coverage pre - 
ex does not a p p ly . C redit shall be g iven i f  a person was covered 
under qua lify ing p rev ious coverage \ f  p revious coverage wsa 
continuoui 3 0  dsya p rio r to the new coverage, exclusive o f  
applicable waiting periods. 86

Reinsurance Type Prospective §12

Rein«ur*nce Price W ho le  G roup : 150%  
Ind iv idua l; 5 0 0 %  §20

C o i l Sharing Receive re imbursement in iceo rd snee  with standards developed 
by board . 81 9 *

Assessments Apportioned am ong *U reinsuring members in proportion  lo  their 
respective shares o f  the pnm ium * earned from  small g roup p lans. 
Additional assessments o f  a ll m em bers not to exceed I % o f  
prem ium s. |2 1 c

Other N o  p re-ex perm itted -  sa» continuity o f  coverage. Som e c im e r t  
paying 2nd tie r assessments w ill receive i  credit. 621c

EITectiv* Date

7



N E W  Y O R K
N O R T H  C A R O L IN A

I Availability Continuous opeu  enro llm ent (guaranteed itru e ) (1 9 9 2  A  12350 -A ) 
§3231

Guarttfitrxd lasuo | 5 1 -5 0 -1 2 5 (d )

Group Six* 3 -5 0  fo r  open en ro llm en t {3 2 3 1 3 -25  {5 1 -5 0 -1 1 0 (2 2 )

Individual Polieiaa M u tt be community rated end m u it be o ffe red  through open 
ouroUnMmt §3231

Docs not app ly  to ind iv idua l health po lic ies §58 -50 -115

Cam
C h irr  cleristicv

P roh ib it! the u te  o f  *g», eex, health statue, o r  occupetioru; 
geography ie perm itted on « county-w ide (o r  la rger) b a il* ; Since 
not proh ib ited , presumably group nize, participation, w« lln*ei, and 
other c u e  characteristic! arc perm itted {3 2 3 1  (a ,b )

Re levant demographics o f  im a ll sm p loyc r as considered by 
ca rrie r In determ ination o f  prem ium s; claim s experience, health 
status, and duration o f  coverage arc not caie characteristic! §58- 
5 0 -1 1 0 (6 )

Rating Reatrieiions N o  lU tu to ry  restrictions on  perm itted cate charae ie riu ic i, but 
D cp irtm ec i has ram approva l authority fo r  initial rates 
§ 3231 (c )(c )

Index rate fo r  one class o f  bualncai shall not exceed the Index 
rate fo r  any o ther class o f  business by m ore than 2 5 % ; fo r  a cless 
o f  bue in eu , the p rem ium  rates charged amall em p loye r* with 
s im ila r cas* cha raettria ilc i sha ll no t v a ry  from  the index rate by 
m om  titan 3 5 %  § 5 8 -5 0 -1 3 0 (b ) l,2

Tranm icna! Period T ltc  one -year de lay m effective dale la viawed u  the transition 
period

3 y e a n  |S I - 5 0 - 1 3 0 (b )7

Renewal R i lin g P r io r rating app rova l; beginning A p ril 1, 1994 , rates shall he 
deemed approved I f  po licy  hac an anticipated lo ts  ratio o f  not lass 
than 7 5%  § 3 2 3 1 (» ),3 2 3 1 (2 )a

T rend  p lus 15%  plus changes in case characteristics §58-50- 
130<b)3(b)

Renewability Coverage may not be terminated due to c la lm j experience §3231 Guaranteed renewable except " fo r  cause* {5 8 -5 0 -1 3 0 n (3 )

W hole G rovpa Carrie rs ini'at o f fe r  coverage to a ll em p lo y e d  und their dependents 
{3 2 3 1

N o  p ro v ii io n

Continuity o f  
Coverage

Plans must cred it th* time a p en  n was covered under previous 
health insurance p lan o r  benefit i'T ingem er.1 I f  th* prcvioua 
coverage waa continuou i to  a date n o l m ore than 6 0  daya p rio r to 
the e ffective date o f  new coverage { 3 2 3 2 (a ) , 4 i l 8 ( o )

Preexisting condition lim itation o f  12 m ow h j; cred it ahall be 
g iven i f  i  person was covered under qua lify ing previous coverage 
i f  p revious coverage was continuous 30  daya p rio r to the new 
coverage, a xc lu ilv e  o f  applicab le w ilt in g  periods {5 5 -5 0 -1 3 0

Reinsurance Type Regulations shall Include reinsurance o r  poo ling  process designed 
to shsrc the risk  o f  high claims costs; cost variations based on 
demographic factors nnd possib le adverse selection {3 2 3 3 (e )

Prospective/w ith an op i-ou t §58-50*150

Reinsurance Price N o p rovia ion W ho le  G roup ; 150%
Ind iv idua l: 5 0 0 %  § 58 -5 0 -1 50 (g )2 (g )

Co*t Sharing N o p rov is ion 5 5 ,0 0 0  p lus 1 0%  o f  the next 5 5 0 ,0 0 0  1 5S -5 0 -1 50 (g )2 (e )

Assessments N o  p rov is ion F irs t 3 years : 5 0%  • 150%  o f  amount it wou ld have been bed 
in e a im c n u  bean based on  p ropo rtiona l relationship o f  small 
ca rrie r’ * tota l p ra ra ium i; not lo  exceed 4%  {5B -5 0 -1 5 0 (i) i

Other
i

1 and 2  live  em p loyers must be classified in  cither the Individuals 
o r sm all g roup* rating c su g o ry  by  tho Insu re r 13231 (b )

Effective Date Com munity rating and open enro llm ent take effect A p ril 1, 1993 ; 
continuity o f  covaraga takes e ffec t January 1 , 1993 §21

January 1 , 1992

X



O H IO

Availability M od ified  open enro llm ent. C a r r ic r i muit o p e n e o ro ll 1/2. oT 1 % o f  total b lock  
o f  b u itn en .

C roup Size 2 -5 0  $ 3923 -51

Individual Po litick Subject to law  i f  any portion o f  the prem ium  Of benefits i i  paid by the 
em p loye r, o r  any ind ividual ia reimbursed fo r  any portion  o r  the prem ium . 
3 3 9 2 4 .0 2 (A )

O i k

Characteristics
G eog raphy , age, vex and industry c laud ica tion , Doee not Include claims 
experience, health sun t! o r  duration  o f  coverage. 3 3 9 2 4 .0 1 (E )

Rating Restrictions Prem ium  D i d  fo r  a n a l] em p loye r plena with sim ila r caac characteristic! may 
not va ry  from  th* m idpoint rat* fo r thoaa im a ll em p loyer! by m ore than 3 5%  o f  
thai m idpoint cate. 5 3 0 2 4 .0 4

T ransitional Period R a le i that exceed rate band m ay no l use experience.

Renewal Ratine T rend  plua 15%  chaogea in  ease charactcriatici. 5 3 9 2 4 .0 4 (C )

Reoewubility Guaranteed renewable except “ fo r  cause .' 3 9 2 4 .0 3 (C )

W hole G roups Cannot exclude e lig ib le employcca o r  dependants on Lhe basis o f  an actual o r  
expected beahh condition . 5 3 9 2 4 .0 3 (E )

Continuity o f  
Coverage

P raax ix iug  condition lim itation o f  12 months relating to condition! 6  month! 
b e fo re  coverage. W aiting pcrioda ahall not be more than 9 0  daya. F lans shall 
credit the time a person waa covered under a previous health p lan fo r  3 0  days 
p rio r to the effective data o f  the new coverage, exclusive o f  any applicable 
waiting period . Late cn ro lleas may be excluded up lo  2 4  month*.
$ 3 9 2 4 .0 3  (A )(B )

Reinsurance Type J3 9 2 4 .P 7

Reinsurance Price W ho le  G roup : 150%
Ind iv idua l: 5 0 0  % 5 3 9 2 4 .1 2 (A )

C o x  Sharing

As tc lanterns Apportioned among a ll m cm heri in p ropo rtion  lo  thsir rc ipeetiv* ih a ra i o f  the 
tota l prem iuma earned from  small group p lans. A aacum en l w ill not exceed 1% . 
5 3 9 2 4 .1 3 (B )

Other

E ffective Data



O REG O N R H O D E  IS L A N D

Availability Guaranteed Larue (1991  SB  IQ 76 ) §6 (4 ) Guerentaed Issue (g roups o f  3 -2 5 ) (1 9 9 2  H 9011 Sub . A ) 
§27 -49 -S (A )

Group Six* 3 -2 5  §3 (25 ) 1 -5 0  § 27 -49 -4 (A A )

Individual P o lic ic i App lies to ind iv idua l po lic ies prov id ing health benefits covering 
one o r  m ore em p loyees O f a amall em p loye r, p ro v ia ion i o f  OR 
7 4 2 .0 0 5  do  not app ly to ind iv idua l p o lle ie i subject to thla law 
§ 5 (1 )(2 )

D oe s  not app ly to ind iv idua l health po lic ies. 
§27 -49 -4

C u e
Charaeieri*tici

G eography and d iffe rence* in fam ily  f i re  and compoaition §7(6 )b Re levant demographics o f  sm a ll em p loye r as considered by 
ca rrie r in determ ination o f  prem ium s; c laim s experience, health 
status, and duration o f  coverage i r e  not cna* characteristic* 
127 -49 -3  (F )

Rating Rcatrie lion* Prem ium  ratea m ay not va ry  from  th* geographic average rata by 
m ore than 33 % except that the p rem ium  m e  m ay be adjusted lo  
re fle c t the p rov is ion  o f  additiona l baneGts c o l covered by  tho basic 
health care p ltn  and d iffe rences In fam ily  u ia  and composition 
§7<6)b

Index reta fo r  oha c lass o f  bu iln e is  (h a ll n o t ixcccd  the index 
rate fo r  any othe r class o f  business by  m ore than 2 0 % ; fo r  a class 
o f  b u s ln e ii , the p rem ium  rates charged sm a ll em p loyer* with 
s im ila r caac chn rac ls rin ie i ahall not va ry  from  the index ru e  by 
m ore  than 25  % § 2 7 -4 9 -6 (1 ,2 )

T ran iittonn l Period E ffec tive on the date the reinsurance p oo l becomes operational
§7<10)»

3 y a r n  § 2 7 -4 9 -6 (7 )

Renewal Rating T rend  p lu s 15%  plua adjustments to re flec t p ro v is ion  o f  benefits 
not required to be covered by  basic h o ilih  care p lun §7 (6 )c (B )

T rend  plus 15 % plus chengs* in case cbnrectaristic* 
§27-49 -6  (3 )b

Renewability Guaranteed renewable except ‘ fo r  cause1 5 7 (4 ) Guarantssd renewable except ' for  cause ’  §27-49-7

Whole G roup* P roh ib it! cam era  from  excluding ind ividuals on  the basis o f  actual 
o r  expected health cond ition  §7 (3 )

C a rrie rs ere required lo  lake the who le  group § 27 -49 -8c (5a )

Continuity o r  
Coverage

Preexisting condition lim itation o f  6  m onths; credit ahall be g iven 
i f  the person was covered  under •  p rev ious g roup o r  ind iv idua l 
p lan i f  the p rev ious coverage was conliiu ioua 3 0  day* p r io r to the 
new coverage , exc lusive o f  applicab le w ailing p c riod i § 7 (1 )(2 )

P lans m u it credit th* lim e * person was covered by  qualified 
p reviou* coverage prov ided  th* coverage was continuou i; 
qua lified p rev ious coverage is deGnad aa M ed icare , M edicaid , 
em p loyer-ba ied  hea lth  insurance, o r  individual insurance 
p rov id ing  s im ila r o r  exceeding benefits. § 27 -49 -8 (c )

Reinsurance Type Prorpective/w ith ec  opt-out 110 ,11 Prospective/w ith in  op l-ou t §27-49-11

Reinrurance Price Existing business; none 
W ho le  G roup : 1 50%
Ind iv , 3 0 0%  § ll(8 > a ,b

W h o le  G roup ; 1 50%
Ind iv idua l: 5 0 0%  § 2 7 -4 9 -1 1 (9 )5 (2 )

Coat Sharing 5 5 ,0 0 0  p lu s  15%  o f  the next 5 1 0 0 ,0 0 0  $ U (7 )d F irs t 1 5 ,0 0 0  o f  reinsured cla im s § 2 7 -4 9 -1 1 (9 ) (4A )

Assessments M ax im um  assessment is 4 % o f  m u l l em p loye r prem ium  plus 1 % 
o f  m em ber* ’ t o o l health insurance prem ium * J l l ( l 2 ) a

5 %  o f  total prem ium s earned in sm all em p loye r m arket 
§27-49-1 ! (L ) (3 e )

O lher Standard end econom y health benefit p lans ere included within 
the law and ere based on Rhodo Is land 's low -c o il limited 
mandewd benefit law . Copaym ent, deductib le*, and coinsurance 
ere outlined . § 2 7 -4 9 -1 2

Effective Date On o r  a f le r  th* date the O regon  Sm a ll Em p loye r Reinsurance P oo l 
become* opera tiona l

Ju ly  2 1 , 1 992

JO



SO U T H  C A R O L IN A

Availab ility N o  proviaion

Group S h e 1-23 5 3 8 .7 1 -9 2 0 (1 )

Individual Policlej Doc* no l app ly to  Individual health pollciea tubject to po licy fo rm  
and prem ium  n te  approva l {3 8 -7 1 -9 3 0 (A ,B )

C u e
Charaeterin ict

Re levant demographic* o f  im a ll om p loyer u  considered by 
ca rrie r In determ ination o f  prem ium*; claim * experience, health 
atatua, and duration o f  coveraga are not cate characteristic* 
$38*71 -9 20 (3 )

Rating Rettric iions Index rate fo r  one claaa o f  buaineaa ahall not exceed the index 
rat* fo r  any o ther c law  o f  bu ilnem  by m ore th in  2 0 % ; fo r  a c la n  
o f  buainew, the prem ium  r* U i charged amall employer* with 
eim ilar caae characteristic* ahull not vary from  th* Index rate by  
m ore than 2 5%  838*71*940

T n m iiio n a l Period 5 y e a n  S 3 8 -7 l-9 4 0 (A )4

Renewal Rating Trend pluc IS  % plug changes in c u e  characteriitica 
538-71-«M O (A )3(l))

Renewability Guaranteed renewable except ‘ fo r  eouac" 538-71*950

W ho le  G roupa Prohibit* cam era from  excluding any ind iv idua l from  the g roup ; 
how ever, in g roup ! o f  10 o r  lew , evidence o f  individual 
in iu rab ility  m ay be required 5 3 8 -7 1 -7 3 0 (3 )

Continuity o f  
Coverage

Preexiating condition lim itation! o f  12 m onth i; credit than be 
g iven fo r time aetved under a p rio r p lan I f  the coverage U 
aclceted when the pcraon (irt f become* e lig ib le and the coverage 
l i  continuou i; service waiting periods are not considered to 
Interrupt continuou i aervice {3 8 -7 1 -7 3 0 (4 )

Re'rnsuranee T ype N o p rov iiion

Reinsurance P rice N o  provia ion

Cost Sharing No p rov iiion

Aateum cnt* N o  p rovia ion

Other

E ffec tive Date January 1. 1992

I I



T E N N E S S E E V E R M O N T

Availability Guaranteed It iu e  (1 9 9 2  SB  2 5 7 8 ) 5 8 (E ) Guaranteed leaue 5 4 0 8 0 a (4 )d ( l )

G roup 512* 3 -2 5  P ( 2 4 ) 1-49 4 4 0 IO a ( l)

Individual P o lic ic i Doan not opp ly lo  individual po lic ies |6 (a ,b ) M ay not o f fe r  a health bene fit p lan  o r  insurance poitey to 
Ind iv idua l employee* o r  m em ber* o f  a amall group as a means o f 
circumventing the act |4 0 8 0 a (4 )h (3 )m

Com
Characteristics

Re levan t demographic* o f  email em p loye r aa considered by  ca rrie r 
tn determ ination o f  prem iums; eLtiina experience, health itxtua, 
and duration o f  coverage are not eaae characteristic* 1 3 (6 )

The fo llow in g  risk c lassification  factors a n  proh ib ited ; 
demographic rating, includ ing ago and gender, geographic area 
rating , industry rating , medical underw riting and screening, 
experience m in e , f is t  rating , o r  durationa l rating; Com m issioner 
may by ru le  perm it carriers to use one o r  m ora rick 
c lassifications 9 40B 0a (h ) l

Ruling Restrictions Index ra le fo r  One c lu e  o f  business shall not exceed the index rate 
fo r  any od te r c la n  o f  burin*** b y  m ore than 2 5 % ; fo r  a class o f  
business, the prem ium  ra les charged amall amployera with a lm llc r 
eaae characteristics ahall not v a ry  from  the index rata b y  more 
than 3 5%  J9 (b )

Prem ium* may not deviate by  m ore than + / -  2 0%  o f  the 
community rate filed  by  the sm a ll em p loye r ca rrie r J4080a (h )2

Transitional Period 3 years § 9 (b )7 In fo re *  businca* w i ll n o l be subject to the prov is ions of  the Act 
und l the Inter o f  the date o f  renew a l, anniversary , o r  Ju ly 1, 1992 
§ 5112 (6 )b

Renewal Rating T rend  plua 15%  plua change in ca»* charactcriatica 9 (b )3 (B ) N o p rov ia ion

Renewability Guaranteed renewable except ‘ fo r  cnuee* 4 9 (3 ) Must guarantee rates fo r  aix m on lh i; must guarantee acceptance 
54080a  (k )

W hole G roups N o p ro v ir io n C a rrie r muat take entire g roup  J 4 0 8 0 o (a )4 (d )

Coniinu ily o f  
Coverage

Preexisting condition lim itation o f  12 months: plana ahall cred it 
the time person  was covered under a prcvioua g roup health benefit 
p lan i f  p rcvioua coverage waa continuous 3 0  daya p r io r  to  the n*w 
coverage 4 9 (1 ,2 )

P reexisting condition lim itation  o f  12  month*; lim itation shall be 
waived i f  there la evidence o f  substantially equivalent continuous 
coverag* during prcvioua 9 months 54080a (g )

Reinsurance Type P roapec liv t/w ith  an opt-out 4 1 3 (a ) P ro spK iiv tJm anda to ry  fo r com m ercia ls ; participant* must 
guarantee so lvency w /ou t lim itation on  n p ro-rata bo il*  J4080a (u )

Reinsurance Price W ho le  G roup ; 1 50%  
Ind iv idua l: 5 0 0 %  § 13 (g )2 (c )

N o  p rov is ion

Cost Sharing S 5 ,0 0 0  plua 1 0%  o f  the next $ 5 0 ,0 0 0  f l 3 ( s ) 2 ( e ) N o  p rov ia ion

AJM innenta Capped at 5 %  o f  amall em p loye r prem iuma; fo rm u la to be act by 
board  but must be 5 0%  lo  1 50%  o f  c a rr ie r ’ !  p ropo rtiona l tha rc  o f  
a ll re insu ring carrie r* ' amall em p loye r prem iums |1 3 (h ) ( 2 ,4 )

N o  p rov is ion

Other Guaranteed Issue requirement auapendad I f  au eetm em  cap ia 
reached |1 3 (h )4

Participation requirement *• 7 5%  o f  cmplayaea; most provisions 
do not app ly  lo  regists red ca rrie rs w ho on  1/1/91 and thereafter 
hava w ritten o r  collected leas than $ 1 0 0 ,0 0 0  in annual g ro ts  
prem ium s fo r  group health bene fit plans |4 O 8 0 s ( I )h (3 ) l

Effective D a le Ju ly  1, 1 9 9 2 ; January 1 , 1993 fo r  preexisting condition and 
guaranteed renewable p rov ia ion i

Ju ly  1 , 1 9 9 2

1 3



V IR G IN IA W ISC O N S IN

Availability
«

Guaranteed lam ie.* § 3 8 .2 -3 4 3 1 (D ) (* 1 9 9 3  K B  2353 amendments 
awaiting G ove rno rs signature)

Guaranteed iaaue (1 9 9 2  A  6 5 5 ) $ 6 3 5 .2 6

Croup Size 2 -23  fo r  prim ary  itnoU p w p ,  2 -5 0  fo r  email group 
53 8 - 2 -3431  (B )

2 -2 5  $ 6 3 5 ,2 ( :n 2 )a

Individual Po lic ies Subject i f  any po rtion  o f  the prem iums o r  benefits ia paid by the 
em p loye r, i f  the em p loyee is reimbursed o r  I f  the p lan ia treated as 
part o f  a p rog ram  fo r  the purpose o r  the U S  Internal Revenue 
Code . § 3» .2 -3 't31 (A )

Applies to ind iv idua l policies {6 3 5 .0 2 (8 )

C u e
C tunctc rie tic i

Eased on a community raw subject to demographic rating 
including age, gender and geography. M jy  not use claim 
experience, health statue o r  duration. *

Re levan t demographics o f  am sll em p loye r aa considered by 
ca rrie r in determ ination o f  prem ium s; c laim s experience, he ilth  
sUtua, and duration  o f  coverage are not case characteristics 
5 6 3 0 5 .0 5 (2 ) 0 ) ,  6 3 5 .1 8 (4 )

Rilling Restrictions Prem ium  rotes charged by a sm fill em p loye r may deviate above o r 
be low  the community rote by no mora than 7 .0 *  fo r c laim  
experience, health statue and duratio.t o n ly  during a rating period 
fo r  cuch g roups w ithin aim iiar demographies fo r  the same o r  
s im ilar coverage . Rating factors, d e lud ing  case characteristics 
w ill be applied consistently with rasp, c l 10 a ll p rim ary small 
employers in s im ilar demographics. Adjustments In rates fo r 
claims experience, health status and dur.’ tion from  issue may not 
be applied ind iv idua lly . •

P rem ium  rates fo r  sm a ll em ploye! p lans with sim ila r case 
characteristics may not v a ry  b o m  th* m idpoint ra le fo r  those 
small em p loyer* by m ow  than 3 5  % o f  that m idpoint rate 
$ 6 3 5 .0 5 (1 )

Transitional Period N o  p rov is ion 3 y e an

Renewal Rating N o provision T rend  p hn  1 5 *  p lus changes in  eaae characteristics 5 6 3 5 .0 5 (2 )2

Renewability Guaranteed rsrwwable except ’ fo r  cause" |3 8 .2 - 3 4 3 2 ( ,? ) Guarantaed renewable «xc«pt ’ fo r  cause* 5 6 35 .0 7

W hole C roups Prohibit* carrie rs from  excluding individuals bacauac o f  health 
sum * 5 3 8 .2 - 3 4 3 2 (1 )0 )

In su re r must o f fe r  coverage to the antire group 
§ 6 3 5 .2 5 (2 )

Continuity o f  
Coverage

Preexisting condition lim itation o f  12 months; time shall ba 
credited lo  a person covered under previous individual o r group 
coverage in the small em p loyer market o f  equal o r  greater ve lue i f  
coverage wea continuous 3 0  daye p rio r to new coverage, exclusive 
o f  epplicable waiting periods. Late en ro llca  may be excluded fo r  
18 months. § 2B .2 -3 432 (l)C 3 )

Preexisting condition lim itation o f  12 months; credit ahall be 
g iven to Ind iv idua ls who were p rev ious ly  covered by qua lify ing 
coverage i f  the coverage was continuous 3 0  days p rio r to the new 
coverage, exclusive o f  applicab le waiting periods § 6 35 .1 7

Reinsurance Type N o provis ion Reinsurance type and osaawmanu ahall be atuilied by the Health 
Insurance Board  § 635 .23

Reinsurance Price N o  prov is ion N o  p rovia ion

Cost Sharing N o p rov is ion N o  p rovia ion

A ueu tnenU N o provia ion N o  provia ion

Other

E ffective Date April 1, 1994 D ay  after pub lication



W Y O M IN G

Availab ility Guaranteed Issue 526 -19 -306

G roup S ize 2 -2 5  5 2 6 -1 9 -3 0 2 (x x li )

Ind iv idua l Po lic ies Doca not app ly 10 ind ividual p o lic ie i which arc subject to 
app rova l fo r  p o licy  fo rm  526 -19 -303

Caac
Character! ttica

R e levan t demographics o f  amall em p loye r aa considered by 
c a rrie r In determ ination o f  prem ium s; claim s experience, health 
status, and duration  o f  coverage arc net caac characteristics 
|2 6 -1 9 -3 0 2 (vQ

Rating Restriction* Index rate fo r  one elasc o f  business shall not exceed the index 
rets fo r  any o the r c lna j o f  business b y  m ore than 2 0 * ;  fo r  a c lass 
o f  business, th* prem ium  ra les charged small em p loyers w ith 
s im ila r cose characteristics ahall not va ry  from  the index r i le  by 
m ore than 2 5%  5 2 6 -1 9 -3 0 4

T ransitiona l Period 3 y e a n  5 2 6 -1 9 -3 0 4 {a )v l ll

Renewal Rating T rend  p lua 1 5%  plus changes in case characteristics 
|2 6 - k ? - 3 0 4 ( l ) i i i (B )

Renewability Guaranteed renewable except ' f o r  cause ’  § 26 -19 -305

W ho le  G roups Insure r* a re  required to o f fe r  coverage to the entire group 
J2 6 -1 9 -3 0 6 (c )v i

Continu ity o f  
C overage

Preexisting condition lim itation o f  12 months; credit shall be 
g iven fo r  lim o person was prev ious ly  covered i f  p revious 
coverage was con tinuou i 3 0  daya p r io r to new coverage, 
exc lusive o f  app licab le waiting pe riods , o r fo r  n person  w ho 
become unem ployed end are p rovided coverage i f  the person 
obtains em p loym ent nnd coverage w iih in  60  dsys 5 2 6 -1 9 -3 0 6 (c )i

Reinsurance T yp e P roepectivc/m nndalory 5 2 6 -1 9 -3 0 7

Reinsurance Price W ho le  G roup ; 1 50%
Ind iv idua l: 5 0 0 %  526-19-307(101,11

C o n  Sharing 3 5 ,0 0 0  } 2 6 - 1 9 - 3 0 7 ( l )x ,v

Assessment! N ot to exceed 5 %  o f  the total am all g roup prem ium s 
§ 26 -1 9 -3 0 7 (n )A

O ther

E ffec tive  Data N o  e a rlie r than M arch  3 1 , 1993



C O M PR E H E N S IV E  S M A L L  E M PLO Y E R  PA C KA G ES

H IA A N A iC

Availability
•

Guaranteed lu u e Guaranteed issue (groups o f  3-251

Group Size 3 -2 5 1-23

Indlviduul P o lic ic i Ind iv idua l po lic ies so ld  to sm a ll em p loye r subject to  Act; however, 
11 (U U  h u  c ffcc liv s  rate regulation, the ra tios requirements do not 
app ly

D oes apply to individual p o lic ie s ; although drafting note snyv that 
mates m ay wish to consider exempting ind iv idua l health policies 
from  the rating p rovisions

C u e
Characteristic!

G eog raphy , n g t, aex, iizo  o f  em p loye r, and other ob jective 
crite ria ; but does Dot include claims experience, health status, o r 
duration o f  coverage

Sm a ll em p loye r cam era may not use case ch a tc tc ris t ic i other 
than age, gender, industry , geographic area , Esmlly composition, 
and g roup  size w ithout p r io r app rova l o f  Com m issioner

Rating Restrictions Prem ium  rates fo r small em p loye r plans with s im ilar ease 
characteristics may not va ry  from  the m idpoint rate fo r those amall 
em p loyers by m ore than 3556 o f  that m idpoint rate

Index rate fo r one class o f  business may n o l exceed Utc index nils 
fo r  any o ther class o f  business by m ore than 2096; fo r  a class o f  
business, the prem ium  ra les charged small em p loyers with slm ilnr 
Casa characteristics s h i ll not v a ry  from  the Index ra n  by more 
than 2 5%

Transitional Period 3 y e an 3 year*

Renewal Ratine T read  p lus 1596 p lus changes in case characteristics T rend  plua 15 96 p lus changes lu  case characteristics

Rcncwubility Guaranteed renewable except ' f o r  cause* Guaranteed renewable except ' f o r  cause"

W ho le  G roup j C am era  must take lh« entire group C a rrie rs  must lake  the endre group

Continuity o f  
Coverage

Plans must cred it the lim e a person wn» covered under a previous 
em p loyer-bssed p lan i f  covarag* was continuoua.

P lana m u i l credit the time a person wax covered by  qualified 
p rev ious eovaragc provided the coverage was continuous; 
qua lified  previous coverage is deGncd as M ed icare , Medicaid, 
employer-based health insurance, o r  individual insurance 
p rov id ing  lim i la r o r  exceeding benefits

Reinsurance Type Prospective/m andatory Ind iv idua l states w ill determ ine whether to make participation In 
reinauranca mandatory o r  vo lun ta ry

Reinsurance Price W ho le  G roup : 15096 
Ind iv idua l: 50096

W ho le  G roup : 150%  
Ind iv idua l: 5 0 0%

Cost Sharing None F irs t S 5000  o f  reinsured claim s p lua 10%  o f  next S50 .0C 0

Assessments 496 o f  the p rem ium  o f  sm all em p loyer market net o f  reinsurance 
prem iums paid

5 % o f  the prem ium  o f  the amall em p loye r market

Other Carrie rs m ay reinsure existing business and new adds

Effective D ite
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Activity in the Marketplace 
and in the Pool
S t ie s  Activ ity
4.687 PLANS SOLD TO 
U N I N S U R E D  S M A L L  BUSINESSES

♦ Includes 4 ,323 otitcr plans sold by earners daring 
the some period .

» In  addition, 35 Special Plans and 279 Srv.nl! 
Emp loye r Plan.1' have been bold to the previ.w.sly 
uninsured.

1,324 SMALL E M PLO Y E R  A N D  
SPEC IA L  PLANS SO LD
The activity fo r  the Small Employer and the Special 
P lans so ld inc lude sales to previous ly ir.sured busi­
nesses as well as sales to businesses wh,;> have had 
insurance. Renewed p lans will be included m later 
reports as in-forcc business.
Based on responses by a ll o f the 47 Connecticut 
Sm a ll Em p lo y e r  Carr ie rs and the Health 
Reinsurance Associat ion o f  Connecticut (H RA ),  
continued g row th  In sales is reported H r the first 
sixteen months :
•  1,236 Small E m p loye r Plans: The basic plan for 

businesses o f  1 to 25 employees.
• 88 Special P lans (non-HRA)- The plan tor bum* 

nesses that have* not been insured for at lc .w  
two years,

* 3(JU Special P lans (HR .M  Thu plan with .* apeem! 
version fo r  i r d lv id u a ls  or group* ‘ vho more the 
eligibility and income requirements of the new law

S ep tem be r 1992
R e i n s u r a n c e  A c t i v i t y

3,323 PLANS RE IN SURED  W lT l I TH E  PO OL
At of th-- Si'pti'iuhnr ceding by 22 Small Employer 
Carriers, the type o f plan that is ceded the most is 
the Small Emp loyer Plan.
Whole C roup  reinsurance still exreeds Individual 
reinsurance.
• l,t<06 plan:* re in s u re d  as W ho le Croup*.
• 1,722 plans with Ind ividual Reinsurance.

V I I  NEW LY  SO LD  PLANS
RE INSURED  W ITH  THE POOL
New bust nun* that wa.s reinsured with the Pool war.
20% of the total p lar.s sold to p rev iou s ly  un insu red
(413/4 ,687).

2.4C5 PREV IOUSLY  INSURE!) PLANS 
RE INSURED  W lT l  1 THF POOL
Ceding from the existing book ci business com­
menced January 1, 1992,

9,368 PERSONS RE INSURED  
Tho average size o f  Who le C roup* coded to tho 
Pool is <1.6 persons, including dependents, The 
average group size ha* been in the 2-5 person 
range since the Inception of the Tool.
» 7,365 persons reinsured as Who le Groups from 

1,606 plans with Whole C roup  reinsurance = 4,6 
average g roup size.

• Reinsured Live* from newly sold plans to-al 2,514,
• Reinsured live-, from previously Insured plans 

lotal 0.H54



Reinsurance pool provisions create a nonprol'it prospective reinsurance pool to 
protect carriers front insuring a disproportionate share of high risk individuals 
or groups.

In addition to amendments co the rating limits mentioned above, additional 
am endm ents since enactment include:

♦ Requirements for replacement of ano ther carrier’s coverage when that carrier 
leaves the small group market.

Reenrolimenc criteria for coverage chat wsis not renewed for cause-such  as 
fraud or misrepresentation.

Variations in premium races among employees o f a particular employer may not 
he based upon heaich status, claims experience o r duration of coverage. That 
is, an employer could not make it's high risk employees pay more for coverage.

Preexisting condition limit credits have been liberalized to allow eredic for 
individuals covered under plans o ther than as Connecticut residents.

Changes co general and administrative requirements such as actuarial 
certification, fair marketing practices, docum entation of racing and underwriting 
practices, and provisions for suspending rating restrictions.

THE EFFECT OF REFORMS

Private insurance reforms have been implemented, on  schedule, w ithout any real 
surprises and with some lessons for the future.

Since May of 1991. CSEHRP has been reinsuring high risk employers and 
participating carriers have been selling health plans to small employers.

Forcy-seven carriers in CT are participating members in the reinsurance p o o l-  
although only 22 have actually reinsured any groups or individuals.

Another lesson learned wa< that groups that were outside of the rating bands before 
reforms need special regulations o r  procedures for bringing their rates into the racing 
bands.

Some o f  the iessons we have learned are reflected in the am endm ents above.
In addition we have learned that different provisions of the law are sometimes 
In conflict, especially during initial implementation. For example, a g roup  with, 
a c u rren t  rate that is half o f  che lowest rate after reforms would receive a 100 
percen t rate increase to conform to the new rating limits. Obviously, this



affordability was only addressed by increasing the stability of rates from year to year 
anti imposing rate limits for h igher risk groups. Ic was recognized chat additional 
changes to the law mighi be needed. Additional health carc initiatives, beyond the 
insurance reforms in PA-134, were expected to be necessary to make health care, and 
thus health insurance, more affordable.

To im plem ent che private insurance reform section o f 90-134, the insurance industry- 
completed all o f  the product developm ent and market changes required by the Act on 
schedule nnd has amended the law as needed in subsequen t years. The state 
government, however, has never fully fund its p an  o f the program and, since 
enactm ent o f  PA 90-134, has passed up clear opportunities to do so Thus, today, 
more than two years after passage into law, the effect o f  this experiment is difficult to
judge because the Act has never been fully funded o r  fully implemented.

KEY PROVISIONS OF INSURANCE REFORM SECTION OF PA 90-134

G uaranteed  issue of small employer and special health care plans to small 
employers (1-25 eligible employees) without regard to health status. (However, 
there is no mandate chat employers provide coverage.)

G uaranteed  eligibility ensures that eligible employees and their families cannot 
be refused coverage under  an employer’s plan.

Rating limits restrict the maximum rates for small employers and limit periodic 
rate increases.

The maximum rate for small employers is restricted to 150 percent o f  the
lowest race for any ocher employer group in the same actuarial class. Originally
the maximum was 200 percent, hut it was revised after enactment.

Periodic rate increases are limited to che sum of the Increase in the base 
p rem ium  rare, plus any adjustment as a result o f  changes in case characteristics, 
plus 15 percent of the ba.se premium race (originally 20 percent).

♦ G uaran teed  renewability requires carriers to renew  coverage at the 
policyholder's opcion.

Restrictions on  preexisting condition limits prohibit carriers from applying 
more than  a 12-month preexisting condition limit and requires plans co credit 
the time a person was continuously covered under  a previous g roup  plan 
coward any preexisting condition limitation. Coverage is considered continuous 
if there  has been less than a 30-day lapse in coverage.



Reinsurance pool provisions create a nonprofit prospective reinsurance pool to 
protect carriers from insuring a disproportionate share of high risk individuals 
o r  groups.

In addition to amendments to the rating limits mentioned above, additional 
am endm ents since enactm ent include:

♦ Requirements for replacement of another carrier’s coverage when that carrier 
leaves the small group market.

Reenrollment criteria for coverage that was not renewed for cause-such  as 
fraud or misrepresentation.

Variations in premium rates among employees o f a particular em ployer may not 
he based upon health status, claims experience o r duration of coverage. That 
is, an employer could not make it’s high risk employees pay more for coverage.

Preexisting condition limit credits have been liberalized to allow credit for 
individuals covered under plans ocher than as Connecticut residents.

Changes to general and administrative requirements such as actuarial 
certification, fair marketing practices, documentation of rating and underw riting 
practices, and provisions for suspending rating restrictions.

THE EFFECT OF REFORMS

Private insurance reforms have been implemented, on  schedule, w ithout any real 
surprises and with some lessons for the future.

Since May of 1991. CSEHRP has been reinsuring high risk employers and 
participating carriers have been selling health plans to small employers.

Forty-seven carriers in CT are participating members in the reinsurance p o o l-  
a lthough only 22 have actually reinsured any groups o r individuals.

Another lesson learned was that groups that were outside of the rating bands before 
reforms need special regulations o r  procedures fui bringing their rates into che racing 
bands.

Some of the lessons we have learned are reflected in the amendments above.
In addition we have learned that different provisions of the law are sometimes 
In conflict, especially during initial Implementation. For example, a g ro u p  with 
a c u rren t  race that is half of the lowest rate after reforms would receive a 10() 
percen t rate Increase to conform to the new rating limits. Obviously, this



creates a conflict between the maximum annual rate increase allowed and the 
rating bands A decision has to be made as to which provision takes 
precedence.

Lastly, we have learned char most of the 30,000 uninsured small employers in 
CT have 10 o r fewer employees. Traditional marketing approaches by carriers 
and agents had to be reconsidered in order to target these smaller groups.
Mass marketing techniques such as direct response mailings are being utilized 
instead.

Since its inception, FA 90-134 has provided coverage to becween 19,000 to 25,000 
previously un insured  Connecticut employees and their families.

As o f che end of September J 992. carriers had sold 4.687 plans to previously 
un insured  employers. On average, this would imply chat about 19-25 chousand 
un insured  have been provided coverage. However, this figure has not yet been 
adjusted for withdrawals, so the actual num ber of newly insureds is probably a 
litcle less,

As o f the same date. CSE1IRP had reinsured 3328 plans (9368 insureds): 1606 
plans (7365 insureds) with whole group coverage, 1722 plans (2003 insureds) 
with Individual coverage.

Public program  reforms (including Medicaid expansion and subsidies) have been only 
marginally funded, seriously jeopardizing the ability of chis legislation to provide 
health  care co more than a handful of the 60,000 uninsureds it was intended to help.

Private insurance reforms alone* have already helped many uninsureds co get 
health insurance and will continue to do more to expand coverage to che 
uninsured . However, wichout fully funding the public program reforms, 
Connecticu t can only hope co make a dent in its uninsured problem.

Rating reforms and guaranteed issue have not generared large Increases in the average 
races chac many opponen ts  feared,

Critics w ho cite theoretical scuclies with doomsday estimates of premiums rising 
up to 40 percent on  average should s tudysom c real results in CT. Rating 
reforms have caused che rates for some employers to go up and others to go 
down. In total, the costs for these reforms range from HLAA’.s escimate of less 
than 4 percent, on  average, to some o ther estimates of as much us 10 percent, 
o n  average. However, it must be remembered that these estimates are averages 
and specific employers and insurers will see their rates increase or decrease 
based u p o n  their specific mix of employees and business.



For fiscal year 1992, che CT Reinsurance Pool has an accrued assessment of jusi o v e r  1 
percent of small employer carrier premiums.

For fiscal year 1992, the firs: full year of operation, the accrued reinsurance 
assessment amounts co 56.6 million. This assessment will be spread over a 
small employer premium base of 5513-530 million. Thus, the 1992 assessment 
would be about 1.3 percent of premium.

SUMMARY

The state musr find a way to fund che public programs in PA 90*13-'* to help the p o o r  
and near-poor who are uninsured.

Affordability o f health care and health insurance is still an issue for che majority o f  
patients and insureds in Connecticut. This problem still needs addressed.

Connecticut's market reforms and reinsurance pool are working as expected, fixing, 
those areas in che private insurance market that needed to be fixed.

While PA 90-134 will never live up to its full potential as long as the public p rogram  
reforms are not funded, the results so far have proved it to be an innovative, workable 
solution to the access problem, to the extent that it has been  implemented.



I l l  Massachusetts Ave., N .W . 
Washington, DC 20001 
202/682-0000

Joseph A. Carabillo
Vice President and Chief Legal Officer 
202/682-1909 Facsimile: 202/682-678-1

A u g u s t 4, 1992

V IA  FA C S IM ILE  AM D  OVERM IGH T D ELIVER Y  B Y  UN fTED  P A R C E L  SER V IC E

Tho H onorab le  Jam es E. Long 
C om m iss io ne r
Cha irm an o f  the N A IC  Health Care 

Insurance A c c e s s  W ork ing  G roup 
N o a h  Caro lina  Departm ent o f Insurance 
4 3 0  North  Sa lisbu ry  Street 
D obbs Bu ild ing
Rale igh, N o rth  Caro lina 27611

RE: The Union Labor L ife Insurance C om pany

The National A s so c ia t io n  of Insu rance C om m iss io ne rs  (NAIC) Sm all Em p loyer 
Health Insurance A va ilab flity  M ode l A c t  (P rospective  Reinsurance and A llo ca tio n  
W ith  or W ithou t an Opt-Out)(tho "M o d a l A c ts " )

□ ear C om m iss ione r Long:

A t  the N A IC  Sum m er Nationa l m eeting in W ash ing ton , D .C ., the  Health Care Insurance A cce ss  
W o rk ing  G roup  (the “W ork ing  Group*) requested th a t Tho  Un ion  Labo r L ife Insurance C om pany  (“ Union 
Labor L ife") provide additional in fo rm ation  regard ing  T a ft-H a rdey  T rusts .

The language suggested  in ou r February 7 th  and M a rch  5 th  lette rs is in tended to c la rify  that 
T a ft-H an le y  T rusts are no t w ith in  the  pu rv iew  a f  the  M ode l A c ts ,  and no t to ca rve-ou t a con trived  
excep tion; the nature o f T a ft-H an ley  T ru sts  do n o t p resen t the  p rob lem s w h ich  reform s like the  M odel 
A c ts  seek  to redress. Th is language p reven ts T a ft-H a rtle y  T ru s ts  from  engaging in 50  S ta te-by-S ta te  
battles w ith  S tate insurance regu la to rs on the issue  o f w he th e r T a ft-H an le y  T ru s ts  3re governed by 
sm all g roup access reform  leg is lation .

To  exp la in  the un ique nature o f T a ft-H a n le y  T ru sts  and the reason w h y  a c la rifica tion  is 
w arran ted  in the M ode l A c ts , w e be lieve that add ress ing  the areas o f h isto ry , co lle ctive  barga in ing, and 
h o w  an in surance po licy  is w ritten  fo r a T a ft-H a rtle y  T rust m ay  a ss is t you r W ork ing  G roup  in its 

d e lib e ra t io n s .'

I. H is to ry

It is usefu l to exam ine the reason fo r the  1 9 4 /  Labor M anagem ent Re lations A c t  (popular 
nam e. Ta ft-H ardey  A ct), 29 U .S .C . § 141 et sea.
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P rio r to  W orld W ar II, a federal law  ca lled the W agne r A c t , w h ich  is  frequen tly  characte rized  
as 'p ro -un ion*  legislation, provided un ions w ith  sw eep ing  righ ts  and p o w e rs . The  Ta ft-H a rdey  A c t  of 
1 9 4 7  w as  an am endm ent to the W agnor A ct; the T a ft-H a rd ey  A c t  is  con s id e red  one o f the major 
p ie ces  o f federa l leg is lation in U .S . h is to ry . The T a ft-H a n le y  A c t  resto red  to  m anagem en t in un ion ized 
industr ie s  som e o f the bargaining pow e r m anagem ent had lo s t in the W a an e r A c t .  The Ta ft-H ardoy 
A c t  a ttem pted  to  balance the rights o f un ions and m anagem en t in is sue s  su ch  as free speech , unfair 
labor p ra c t ice s , secondary boyco tts, and sym pathy  str ikes , to  nam e ju s t  a fe w  issues .

The Taft-Hardey A c t  grants to  em ployees the r ig h t n o t on ly  to  o rgan ize  and to  bargain 
co lle c t iv e ly  bu t a lso the riaht to refrain from  such a c t iv it ie s . C o lle c t ive  barga in ing , as a fundam enta l 
r igh t o f un ion  em ployees, em pow ers the w orker - v ia  the  w o rk e r 's  barga in ing  rep resen ta tive  - to 
barga in  fo r  w ages, hours, benefits, and w ork ing  co n d it io n s . A m on g  the  bene fits  fo r  w h ich  union 
w o rke rs  barga in  are health and w e lfare p lans.

II. Bargain ing  under the Taft-Hardey A c t  fo r a Health and W e lfa re  P lan

W hen  a union s its  dow n w ith  m anagem ent a t the barga in ing  tab le , a c ce ss  to  hea lth  care is a 
s tandard  e lem ent to bo bargained along w ith  w ages and  hou rs in a w o rkd a y .

O nce un ion and m anagem ent reach con sen sus on a hea lth  and w e lfa re  p lan, one o f tw o  events 
o ccu r: the em p loyer either agrees to provide a health and w e lfa re  p lan , or. the em p loye r agrees to a 
con tr ibu tion  to  a trust accoun t w h ich  then estab lishes a hea lth  and w e lfa re  p lan. In th is  se con d  event, 
the em p loye r and the onion have taken the in itia l ste, :o fo rm  a T a ft-H a rd ey  T rust. Thus, the early 
s tages o f the Taft-Hardey T rust are the agreem ent fo r fu n d in g  o f  the tru s t, and, the fo rm a tion  o f the 
tru st to  adm in is te r and manage the plan.

A  tru s t fo r  a health and w e lfa re  plan may be fu nded  in  one o f tw o  w ays : (1) the em ployer 
con tr ibu te s  a certa in  am ount o f m oney per hour w orked  by  each  em p loyee  to the  plan tru s t, or, (2) the 
em p loye r m akes a form o f lump-sum  con tribu tion  on a pe r iod ic  bas is  to  the  p lan trust.

The tru s t w h ich  is formed is tha veh ic le  into w h ich  the m on ies  fo r the  hea lth  and w e lfa re  plan 
are depo s ited  and through w h ich  the m anagem ent and adm in is tra tion  o f the  p lan o ccu rs . Tha Taft- 
H a rtle y  A c t  m andates that the tru st bo governed by T ru stees; the p lan m u st have equal num bers of 
T ru stees  appo in ted by m anagement and labor. The T ru stees  a c t as f id u c ia r ie s  to  the  plan benefic iaries; 
tho bene fic ia r ie s  are the co llective ly  bargained w o rke rs  re ce iv ing  the hea lth  and w e lfa re  benefits 
p ro v ided  by tha plan.

A  tru s t m ay provide benefits to co lle c tive ly  barga ined  w o rke rs  o f one em p loyer, or, the trust 
m ay p rov ide  benefits to the co llective ly  bargained w o rke rs  o f m ore than one em p loye r. T a ft-H an ley  
T ru s ts  operata w ith  econom ic e ffic iency  because the co lle c t iv e  barga in ing  and pu rchas ing  pow e r of 
m ore than one em ployer m ay be used to  obtain bene fits  fo r  w o rke rs  w ith o u t sac r if ic in g  the level o f 

b ene fits .
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III. W rit in g  an Insurance Po licy  fo r  a T a ft-H an ley  T rust fo rm ed  to provide a Health and W elfare 
P lan

Tha fo llow ing  e lem ents are p resen t w hen a hea lth  in su ran ce  po licy  is w ritten  to a Taft-Hardey

Trust:

a. Tho po licy  is w ritten  to  the Trust: the T ru s t is  tha  po licyho lder n ry  the em ployors w ho  
fund tho trust. The re fo re , tha T ru s t is  the pu rch a se r or p rov ider o f any coverago.

b. Tha T rustees arc the fidu c ia r ie s  to  the  hea lth  and  w e lfa re  plan and to the benefic iaries 
o f the hea lth  and w e lfa re  plan.

c. O nce In a T rust, the m em ber em plover(s) o f  the  T ru s t •laso* the ir Identity, no t on ly  
pu rsuan t to  the T a ft-H a rdey  A c :  bu t a lso  pu rsu an t to tha federal Internal Revenue 
Cede, Under the federa l Internal Revenue Code . 2 6  U .S .C . § 4 1 9 , et seq., 
con tribu tions o f tha T ru s t are tax-qua lified  as deductib le  to  the em ployer

d. A n  insurance po licy  is w ritten  based upon tha num ber o f Iive3 in the T ru s t. A n  insurer 
w iil not con s ide r the num ber o f lives o f each ind iv idua l m em ber em ployer of tha Trust; 
the on ly  s ign ifican t num ber is the num ber o f live s  in the Trust.

e. Insureds w ho are bene fic ia rie s o f the T ru s t I j j^  the co lle c tive ly  bargained em ployees) 
have the ir ow n  agent (L2i, the T ru stees  rep resen ting  the co lle c tive ly  bargained 
em ployees) rep resen ting  the ir in te re s t in the T ru s t w h ich  prov ides their health 
insurance; indeed, w h a t better rep resen ta tion  can  a consum er of health insurance 
rece ive than th rough  a representa tive w ho  3 its in  on the day-to -day operation o f tha 
T ru s t  and w ho  has a fid u c ia ry  du ry  to  su ch  consum er?

A s  illu stra ted  above, a hea lth  and w e lfa re  bene fit p lan estab lished  pursuant to  a co lle ctive  
barga in ing agreem ent and funded th rough  a T a ft-H an le y  T ru s t is  a un ique m ethod of provid ing a plan 
o f benefits to  any  s ite  oroup o f ba rga in ing  group m em bers.

The Ta ft-H a rtle y  T ru s t is  un ique because it is  a crea tion  o f the labor law s o f the United S tates. 
The T a ft-H an le y  T ru s t is not a c rea tion  of in surance law .

IV. A  Ta ft-H a rdey  T rust is n o t a M F W A

Throughou t th is  d iscu ss ion , ic is  im portant to  note th a t 3 Ta ft-H artley  T ru s t is not a M EW A .

a. The Bas ic  D is tin ction  Betw een a M E W A  and a Ta ft-H ardey  Trust

A  M E W A , or M u ltip le  Em ployer W e lfa re  A rrangem en t, is. defined in section 3 o f tha 
federa l Em ployee Retirem ent Incom e S ecu r ity  A c t  o f 1 9 7 4  (ERISA). Under ERISA, a M E W A  
is de fined  as nn "em p loyee w e lfa re  benefit p lan, . .  . w h ich  is estab lished or maintained fo r the 
purpose o f  o ffering  or p rov id ing  any bene fit . . . e x cep t th a t such  term does not include sny 
such plan or o ther a rrangem ent w h ich  is estab lished  o r m ain ta ined - (i) under or pursuant to 
one or m ore agreem ents w h ich  the Secre ta ry  (of Labor! finds to be co lle ctive  bargaining 
agreem ents . . 29 U .S .C . 5 1 0 02 U 0H A I(S u o o . 1992)(em ohas is  added).
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Because Taft-Hardey Trusts, b y  defin ition , can  on ly  be fo rm ed pursuant to  a co lle c t ive  
barga in ing  agreem ent. Ta ft-H an ley  Trust3  are no t vu lnerab le  to  the m aladies w h ich  y o u r 
W o rk in g  G roup has been addressing in you r de libe ra tions.

To the ex ten t that ERISA app lies to  any bene fit p lan, ER ISA  a lso applies to T a ft-H a rdey  
T ru s ts . T a ft-H an ley  Trusts a lso are federa lly  regu la ted  by the Labor M anagem ent Re la tions 
A c t ,  federa l Un fa ir Labor Practice regu la tions, the U .S . Departm ent o f Labor, and - fo r ta x  
trea tm en t o f the Taft-Hardey T rust m on ies - the  federa l Internal Revenue Serv ice.

b. A n  Em p loyer in a Taft-Hardey T ru st C an n o t A b an d on  its O b ligation  to the Insureds

Con tribu tion s to a Taft-Hardey T rust fo r a hea lth  and w e lfa re  plan exceed the am oun t 
o f m ed ica l prem ium s; the excess m on ies are used  to fund  reserves. These reserves act as a 
fin an c ia l ca fory-net fo r the T rust in the event o f  unexpected  rate in creases and dow n tu rn s  in 
the am oun t o f m onies paid into the T rust co rpu s . There Is an approach know n  as a 
'm a in te n an ce  o f benefits" provision w h ich  can  be nego tia ted  and w h ich  com m its the  em p loye r 
to suppo rdng  a spec ified  level o f benefits.

In the event an employer dec id es  to v^ ithdraw from  the T ru st, the em ployer is fa ced  
w ith  liab ilities: it is  assessed an am ount to co ve r its pro-rata re spons ib ility  for its lia b ility  to the  
T ru s t (som etim es ca lled a *back liab ility "), and, it fo rfe its  its pro-r3ta share of m on ies  it had 
con tr ibu ted  to the T ru s t reserves w h ich  had n o t been expended  (of course, these m on ies can 
be withdrawn on ly  if there are extra m on ies ava ilab le  in tho reserve to w ithd raw , and on ly  if 
the T ru s te es  aaree to w ithdraw a l o f these m on ie s).’

Because an employer Is con tractua lly  bound to  the Trust, the  em ployer canno t s im p ly  
w a lk  away from  its  duties and respons ib ilit ie s  to  the T ru s t and to the insureds cove red  by the 
T ru st. It i3  because o f the em p loye r's  con tractua l ob liga tion s  tha t it m ust provide the m on ies 
n e ce ssa ry  to purchase health insurance for the em p loyees covered by the Trust * w he the r or 
not tho em ployer remains in the T rust.

Th is  estab lishm ent of a reserve Is un ique to 3 Ta ft-H artley  T rust. M E W A s  do no t 
es tab lish  reserves. The em ployer's tax-qua lified  con tr ibu tion s  to the T rust provide an in cen tive  
fo r em p loye rs  to  s tay  in the Trust. H ow ever, even w hen  on em p loye r leaves the  Trust, the 
in su red s in the T ru st do not lose the ir health in su ran ce  cove raqc.

’ Tho federa l Internal Revenue Code governs the tax treatm ent o f these m onies; the m on ies canno t 
rovnrt back  to the em ployer, they m ust be used to pu rchase em ployee benefits. For exam ple, thoy are 
som etim es u sed  to purchase paid-up life insurance for the em p loyees w ho are the benefic ia ries of the 

T rust.
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V . A T a f t-H a rd e y  T ru s t is a T ran G roup

T o  the  best o f ou r know ledge , all State3 have Traditionally treated  Ta ft-H artley  g roups as 'tru e  
g ro u p s ' - and  no t as sm a ll g roups - under the ir existing group in su ran ce  law s .

A s  a sam ple, the insurance la w s  o f every m em ber o f the N A IC  H ea lth  Care Insurance A cc e s s  
W o rk ing  G ro u p  treat Ta ft-H artle y  T ru sts  a s ’ true g ro u p s ’ . See A r izo n a  Insurance Law s § 20-1401(21: 
Ca lifo rn ia  Insurance L a w s  § 10270.5(a)(3); C o lo rado  Insuranca l-aw s 5 10 -8 -116(b); Delaware 
Insurance L a w s  § 3 5 0 4 ; R o rid a  Insurance Law s i 6 2 7 .6 5 4 ;  Indiana Insurance Law s f 27 -8 -5 -16(3); 
Iowa Insurance Law s 5 509 .1  (4)(a); Nebraska Insurance L a w s  5 4 4 -7 6 0 (2 ): North Caro lina Insurance 
Law s  5 58-51-80(b){1); N o rth  Dakota Insurance L a w s  5 2 6 .1 -3 6 -0 5 ; V irg in ia  Insurance L a w s  5 3 8 .2 - 
3 5 2 4 ; W a sh in g ton  Insurance Law s § 4 8 .2 1 .0 1 0 ; and W is co n s in  Insu rance Law s 5 6 3 2 .8 97 (c ).

V I. T a ft-H a rtle y  T ru s ts  v a ry  in size

T h ou g h  usua lly  m o s t Ta ft-H artle y  Trusts c o n s is t  o f. a t a m in im um . 100  or m ore live s , the T rust 
s ize  can be as sm a ll as 2 0  lives.

It is  no t n e ce ssa ry  under a cce ss  reform  leg is la tion  to  im pose  an y  num erica l quan tifica tion  of 
em p loyees in  a Ta ft-H a rdey  T rust. Indeed, to sta te  th a t, in o rde r to  be a Ta ft-H arriey  T ru st, the T rust 
m u st have a t  lea s t “ x* num be r o f lives, em ascu la tes th e  pu rpose  fo r  the T a ft-H a rdey  T ru s t c la rifica tion  
language and  ignores the h is to ry  o f the  Ta ft-H an ley  A c t .  The  fo cu s  o f sm a ll group reform  leg is lation 
is a c ce ss . A c c e s s  is n o t an issuo w ith  Ta ft-H artley  T ru sts ; co lle c t iv e ly  barga ined em ployees are In a 
un ique s itu a tio n  in that th e ir  barga in ing un it rep resen ta tive  s its  a t a barga in ing  table w ith  m anagem ent 
rep resen ta tive s  and co lle c t iv e ly  bargain the w ages, hours, w o rk ing  cond it ion s , and the p rov is ion  of 
bene fits. A d d it io n a lly , co lle c t iv e ly  bargained em p loyees con tinue  to  have  the ir in terests represented 
in the ir hea lth  and w e lfa re  plan because their T ru s te e s  jo in  w irh  the m anagem ent T ru stees  in tho 
m anagem ent and adm in is tra tion  o f the  plan.

To  help  understand  w hy  a num erica l q uan tif ica tion  o f the  num ber of em p loyees in a Taft- 
H a n le y  T ru s t  is no t n ecessa ry , it  is a usefu l illu stra tion  to  understand  the s ize s of T a ft-H an le y  T rusts 
p re sendy  w r itte n  by U n ion  Labor L ife  w h ich  are under 1 00  lives: 59  lives, 85 lives, 21 live s, 67  lives, 
66  live s, 9 3  live s, and 19 lives. A ll o f those T rusts are bona-fide T a ft-H a rdey  T rusts (form ed pursuant 
to co lle c t iv e  barga in ing agreem ents; governed jo in t ly  b y  labor tru s tee s  and m anagem ent trustees; 
e lig ib le fo r  favo rab le  tax  treatm ent under the federa l Internal Revenue Code). For exam ple, the Taft- 
H3n lG v T ru s t lis ted  above w ith  19 live s  is a sm all co n s tru c t io n  com pany  in Ca liforn ia . Pa rticu la rly  w ith  
the s tagn an t sta te  o f ou r national econom y. Union Labo r L ife  is w itn e ss in g  the shrinking  s ize  o f som e 
Ta ft-H a rdey  T rusts . H ow eve r, just because a T a ft-H a n le y  T ru s t dec reases  in size does no t mean that 
tho T ru s t lo se s  its  s ta tu s  as a T a ft-H an ley  T rust.

R egard le ss o f the num ber o f lives in a T a ft-H a n le y  T rust, tha T rust is still m anaged by  an equal 
num ber o f labor and m anagem ent T rustees, and it is s t ill regu lated b y  the law s and regu lations 
m entionod  p rev ious ly  in th is  letter.

The  fo cu s  o f a T a ft-H ardey  T ru s t is su b s ta n ce  o v e r num ber, i.e .. w ha t is im p o n an t is the 
num ber o f live s  in tho T ru s t, not the num ber o f em p loye rs  nor the num ber o f em p loyees of each 
em p loye r m em bor o f the T rust.
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VII. A p p lic a b ility  to  M ode l A c ts

The M ode l A c ts ,  therefore, require add itiona l language  c la r ify in g  th a t Ta ft-H ardey  T ru s ts  are 
no t w ith in  th e ir  scope.

U n ion  Labo r L ife  w ou ld  like the N A IC  to co n s id e r  add it io n a l language fo r the de fin it ion  o f "sm a ll 
em p loye r" c la rify ing  tha t Taft-Hartley T ru s ts  are n o t w ith in  tho p u rv iew  o f the M ode l A cts. 
S p e c if ic a lly , w o  w ou ld  like to  expand the e x c lu s io n  fo r em p loye rs  w h o  file  conso lida ted  re tu rns to 
Includa T a ft-H a rdey  g roups (the gray-lined language i3 ou r su gges ted  language):

"Sm a ll em ployer" m eans any  . . . co rp o ra t io n  . . . t h a t . . . em ployed 
no m are than tw enty-five  (25) e lig ib le  em p loyees , the m ajority o f 
w hom  w ere  employed in th is  s ta te . In de te rm in ing  the num ber o f 
elig ib le em ployees, com pan ies th a t are a ff ilia te d  com pan ie s , o r that ore 
elig ible to file  a com bined tax  re tu rn  fo r  p u rp o se s  o f state taxation.

be considered
one em ployer.

A ls o , it  is  pre ferab le to define the c la r if ica r io n  in  te rm s  o f cove rage , rather than  carrie rs. 
The re fo re , a s tra igh t-fo rw a rd  w ay  to  in se rt the  c la r if ic a t io n  ianguago in the M ode l A c ts  Is in the 
de fin ition  o f  "hea lth  bene fit plan" (the gray-lined language  is  o u r  suggested  language):

"Hea lth  bene fit plan" . . . does n o t in c lu d e  . . . au tom ob ile  m edical 
paym ent insurance

T h is  change  in tho defin ition o f "hea lth  b ene fit p lan " w ill a lso  reau ire  the add ition o f a defin ition  
o f a T a ft-H a n le y  T rust in Sec tion  3 o f the M ode l A c ts :

"T a ft-H a rtley  Trust" m eans a jo in d y -m anaged  tru s t, as a llow ed  by 29  
U .S .C . 5 141 er seq.. con ta in ing  a p lan  o f b ene fits  fa r  em p loyees 
w h ich  is negotiated in a co lle c t iv e  ba rga in ing  ag reem ent govern ing  the 
w ages, hours, and w o rk ing  co n d it io n s  o f th e  em p loyees , as a ltowed by 
29  U .S .C . § 157.

T h e se  tw o  changes above w ill provide tho  language  requ ired  to effectua te  the c la rif ica tion . 
The language W ill a lso p rov ide  an assu rance  th a t the c la r if ic a t io n  does n o t address M E W A s  or o ther 
arrangem ents (such as un ions w h ich  are net reg is te red  w ith  the  U .S . Departm ent o f Labo r and/or 
"she ll"  u n ion s w h ich  are no t operated pu rsuan t to  the  federa l Labo r M anagem ent Re la tions A c t  and 

the federa l T a ft-H a n le y  A c t i.

F ina lly , the W o rk ing  Group m ay a lso w a n t  to  e x c lu d e  from  the defin ition  in o f "e lig ib le  
em p loyee" in tha M ode l A c ts  an em ployee w h o  is co ve red  under the term s of a T a ft-H a rtle y  T rust. 
W ith  d e f in it io n s  o f a Ta ft-H ardey T rust and H ea lth  Bene fit P lan  c la rified , s im p le  exc lu s io na ry  language 
in " e l if ib ’e em ployee* w ill provide that em p loyees  co ve re d  under a Ta ft-H artle y  T ru s t ara not an 
"e lig ib le  em p loyee " fo r purposes of the M ode l A c t s  (the g ray - lin ed  language is our suggested  language):

"E lig ib le em ployee" . . . does n o t in c lude  an e n tp lo v ^ ^ h o  w orks on 
a part-tim e, tem porary or su b s titu te  bas is;;_ .d rt does jho 't- 'Include

■ v ■
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VIII. C on c lu s ion

The T a ft-H a rdey  T ru s t issue is  ve ry  im portan t to  us; th e  T a ft-H a n le y  m arket is  the m arket n iche  
in which we operate . Un ion  Labor L ife  appreciates the  o p p o rtu n ity  to  exp la in  ou r pos ition  on the T a ft-

- in 'n n  l o c c u  t n  t+ ia  \A /n rlr inn  fS i'r tn r t a n r l  a n n r n r iA T M  th f *  m n f i r m f \ d  H ia fn n n n  r h «
U i u  O P M 1 u  I t i  L U <  » i » . y  t . w  u a j j i u i i  « u u i  « «  U l  I  L U O  I  a i l ’

Hardey T ru s t  c la r if ica tion  issue  to  the  W ork ing  G roup  and  app re c ia te s  the  con tinued  d ia logue w ith  th e  
W o rk ing  G roup .

Un ion  Labo r U fa  is  look ing  fo rw ard  to d is cu ss in o  the T a ft-H a rd ey  T ru st c la rifica tion  issue  w ith  
the W o rk ing  G roup  a t the N A IC  interim  m eetina in San  F ran c is co  on  A u g u s t  13 th . In the interim  shou ld  
you have any question s  p lease feel free to con ta c t V ic to r ia  F im ea a t (202) 6 8 2 -6 6 8 7 .

JA C W E F :d lc

tOSOAOAP.CA*
P«0-92-C-4fc



Health Insurance A ssocia tion  o f  America

F R O M

SUBJECT: R A T I N G  E X A MPLES U SIN G NAIC A N D  HIA A R A T I N G  BANDS

T h e  f o l l o w i n g  e x a m p l e s  may assist you in e x p l a i n i n g  the 
d i f f e r e n c e s  b e t w e e n  the N A I C  and H I A A  r a t i n g  bands in the small 
g r o u p  m a r k e t  legislation.

N A I C  r e s t r i c t s  r a t i n g  d i ffer ences b e t w e e n  classes of b u s i n e s s  to 
20%; and d i f f e r e n c e s  between groups w i t h i n  the same class to 25% 
(c‘iffe r e n c e  for h e a l t h  status, claims history, etc.).

For ea se of a r i t h m e t i c  lets say the lowest p r e m i u m  in a c l a s s  is 
$ 1 0 0 / e m p l o y e e / m o n t h .  T h e r efore the m a x i m u m  p r e m i u m  d i f f e r e n c e  
b e t w e e n  c l a s s e s  is 20% or $120.

W i t h i n  a c l a s s  of b u s iness the rates m a y  vary by 25% —  
therefore, for the class w i t h  the $l00/e e / m o  p r e m i u m  it m a y  v a r y  
b e t w e e n  $75 -$125; for the $120 class it m a y  v a r y  b e tween 
$92.75 - $156.25.

Example: 5 life g r o u p  $100/ee/mo p r e m i u m  (For the $120 class
s u b s t i t u t e  in e q u a t i o n  for that c a l c u l a t i o n  i.e. 5 x $156.25 = 
$781.25, e t c .).

5 p e r s o n s  x $125 (maximum can charge in the $100 class) =
$625.00

d u e  to h i g h  r i s k  in group, carrier w a n t s  to r e i n s u r e  the group; 
c a r r i e r  m u s t  p a y  1.5 x average premium, for sake of example, use 
$ 1 0 0 / e e / m o  as a v e r a g e  premium

5 p e r s o n s  x $ 1 0 0 / e e  x 1.5 =

c o s t  of r e i n s u r a n c e  to carrier 
p r e m i u m  c o l l e c t e d  from employer

$ 7 5 0.00

$ 7 5 0 . 00/mo 
625.00

22144 C la ren d o n  S tree t T e le c o p ie r  8 1 8 /7 04-1053

$ 1 2 5 . 00/mo def icit
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Group has one h i g h  risk so decision* is to r e i n s u r e  one p e r s o n  in 
g r o u p :
NAIC r e q u i r e s  5 >: average prem ium to r e i n s u r e  i n d i v i d u a l

1 x 100 x 5.0 = $500.00 cost of r e i n s u r a n c e  to carrier

p r e m i u m  collected', from employer $625.00 
cost of r e i n s u r a n c e  - 500.00

+ 125.00

The +$125 is to p a y  any claims for the other 4 p e r s o n s  in the 
group. If in this case they reinsured  the e nt ire group, and if 
there is m o r e  than one pers on in g roup w h i c h  is h i g h  risk, it 
w ould be b e t t e r  for them to do so, as they are in a d e f i c i t  mode. 
Therefore, t h e y  h a v e  a decision to m a k e  as to w h e t h e r  or n o t  it 
is e c o n o m i c a l l y  b e t t e r  for them to reinsure. T h e  d e c i s i o n  w i l l  
rest on the e x p e c t a t i o n  of what the p a y o u t  is of the m e m b e r s  of 
the group: For example:

Persons in g r o u p  A B C  D e

claims exper. $700 $100 $100 $0 $0
total p a y o u t  is $900

remem b e r  t h e  p r e m i u m  collected is $125 x 5 or $625. Under t h e  
current  s i t u a t i o n  a carrier could e x c l u d e  " A " , a n d  t h e  p r e m i u m  
w o u l d  be $400.00 w h i l e  the payout w o u l d  only be $200. U n d e r  the 
p r o p o s e d  m a r k e t  r e f o r m s  (SB242) the carr ier m a y  n o t  e x c l u d e  "A", 
and is r e q u i r e d  to tak e the whole group.

The c a rri er w o u l d  prob a b l y  reinsure p e r s o n  "A" n o t  the w h o l e  
group in this scenario.

In order for the carrie r to make up losses for t h e  r e i n s u r a n c e  
payout, t h e y  would charge "healthier" g r o u p s  some w h a t  m o r e  b ut 
the i n c r eased rate w o u l d  have to fall w i t h  the r a t s  bands 
p e r m i t t e d  in statute (+/- 25%).

H I A A  model

In the H I A A  m o d e l  t h e  rating band is +/- 35%, w i t h  no class of 
busines s differential.  For the sake of the e x a m p l e  I am u s i n g  the 
p r e m i u m / e e / m o n t h  as $110 which half way b e tween t h e  p r e m i u m  p r i c e  
of the tw o classe s I used in the NAIC  e x a mple ($100 and $120). 
T h e r e f o r e  the rates m a y  vary from $71.50 - $ 148.50 based on an 
average p r e m i u m  of $110.

E x a m p l e :

5 life g r o u p  $ 1 1 0 / e e / m o  prem ium

5 p e r s o n s  x $148.50 ( m a x i m u m  can charge —  35 p e r c e n t  over the 
$110) =  $742. 50



due to a h i g h  risk p e rson in the group  the carrier w a n t s  to 
r e i n s u r e  t h e  group; the carrier must pay the r e i n s u r a n c e  p o o l  1.5 
x the a v e r a g e  premium.

5 p e r s o n s  x  $110/ee x 1.5 = $ 8 2 5 . 0 0

c o s t  of r e i n s u r a n c e  to carrier $825.00/mo
p r e m i u m  c o l l e c t e d  fro m employer 742.50/mo

$ 82.50/ mo d e f i c i t

G r o u p  has o n e  h i g h  risk person so the decision is to r e i n s u r e  one 
p e r s o n  in group:

H I A A  also r e q u i r e s  5 x average p r emium  to reinsure ind ividual

1 x $110 x 5.0 = $550.00 cost to reinsure to carrier

p r e m i u m  c o l l e c t e d  from employer (5x $148.50 = $742.50)

P r e m i u m  c o l l e c t e d  $742.50
c o s t  of r e i n s u r a n c e  - 550.00

$187.50

T h e  -h$ 187.50 is to pay any claims for the other 4 p e r s o n s  in the 
group. If in this case they r einsured the entire group, and if 
t h e r e  is m o r e  than one person in the g roup which is h i g h  risk, it 
w o u l d  be b e t t e r  for t h e m  to do so, as t h e y  are in a d e f i c i t  mode. 
Therefore, t h e  c a r rier has a decision to make as to w h e t h e r  it is 
e c o n o m i c a l l y  b e t t e r  for them to reinsure or not. The d e c i s i o n  
w i l l  rest on the expect a t i o n  of what the payout is of the m e m b e r s  
of t h e  group:

P e r s o n s  in g r o u p  _ A  B C D E

c l aim s exp. $700 $100 $100 $0 $0

T o t a l  p a y o u t  is $900

The a mount of p r e m i u m  col lected was $742.50 (5 x $148.50). U n d e r  
the c u r r e n t  s i t u a t i o n  a carrier could exclude "A" and the p r e m i u m  
w o u l d  be $440 and the p ayout would only be $200. U n d e r  the 
p r o p o s e d  m a r k e t  r e forms (SB242) the carrier m a y  not e x c l u d e  "A" 
due to the r e q u i r e m e n t  to take the w h o l e  group.

The c a r r i e r  w o u l d  p r o b a b l y  reinsure p e r s o n  "A" and not  the w h o l e  
g r o u p  in this scenario. In order for the carrier to m a k e  up the 
l osses for r e i n s u r a n c e  payout, they w o u l d  charge "healthier" 
g r o u p s  some m o r e  b ut the carrier is limited in w h a t  the i n c r e a s e  
w o u l d  be by t h e  legisla tion's premium p r icin g l imitation s (+/- 
35%) and the r e newal limitations of best price to new busin e s s  
(proxy for h e a l t h  care cost increases) plus a m a x i m u m  of 15%

P l e a s e  feel free to share this m e m o  as appropriate.
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C h a i r m a n ,  m e m b e r s  of t h e  C o m m i t t e e ,  m y  n a m e  i s  R e s a  J e r r e l , a n d  I a m  

t h e  S t a t e  D i r e c t o r  f o r  t h e  N a t i o n a l  F e d e r a t i o n  o f  I n d e p e n d e n t  

B u s i n e s s  - N F I B / A l a s k a .  I a m  h a p p y  t o  b e  h e r e  t o d a y  in s u p p o r t  of  
S B  40.

B A C K G R O U N D

N F I B / A l a s k a  i s  c o m p r i s e d  of  5 , 0 0 0  s m a l l  a n d  i n d e p e n d e n t  b u s i n e s s  

o w n e r s .  T h e  l e g i s l a t i v e  a g e n d a  of N F I B / A l a s k a  i s  d e t e r m i n e d  b y  o u r  

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

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

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

F o r  t h e  r e c o r d  t h e  f o l l o w i n g  a r e  t h e  r e s u l t s  of t h e  1 9 9 1  N F I B / A l a s k a  

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

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

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

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

Y e s  727. N o  177. U n d e c i d e d  117.

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

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

Y e s  507. N o  197. U n d e c i d e d  317.

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

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

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

Y e s  907. N o  57. U n d e c i d e d  57.

T h e  N F I B  F o u n d a t i o n  S u r v e y  n a t i o n w i d e  f i r s t  f o u n d  h e a l t h  i n s u r a n c e  

l i s t e d  a s  a k e y  c o n c e r n  f o r  s m a l l  b u s i n e s s  i n  1 9 S 6  w h e n  i t  w a s  c i t e d  

a s  t h e  n u m b e r  o n e  p r o b l e m  f o r  s m a l l  b u s i n e s s  o w n e r s  o u t  o f  7 5  

p o t e n t i a l  p r o b l e m .  A g a i n  i n  1 9 9 0 ,  92*i o f  s m a l l  b u s i n e s s  o w n e r s  

c h a r a c t e r i s e d  h e a l t h  i n s u r a n c e  a s  a " s e r i o u s  p r o b l e m " .  T h e  N F I B  

F o u n d a t i o n  r e c e n t l y  r e l e a s e d  S u r v e y ,  P r o b l e m s  a n d  P r i o r i t i e s ,  i t  

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

N o  o t h e r  d i f f i c u l t y  w a s  c l o s e .  S i x t y - o n e  (61) p e r c e n t  r a n k e d  t h e  
p r o b l e m  " c r i t i c a l , "  t h e  m o s t  e x t r e m e  a s s e s s m e n t  i t  c o u l d  b e  g i v e n .

O n  1 9 9 2  b a l l o t  w e  a s k e d  o u r  m e m b e r s  i n  A l a s k a  t o  c h o o s e  f r o m  e l e v e n  

(11) p r o b l e m  a r e a s  -  t h e  m o s t  c o s t l y  o r - b u r d e n s o m e  p r o b l e m

- 1 -



t h e y  F a c e d  -  t h e  t o p  t w o  w e r e :  #1 w o r k e r s  c o m p e n s a t i o n  c o s t  a n d ,  # 2  
h e a l t h  i n s u r a n c e  f o r  e m p l o y e e s .

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

l a r g e r  p o r t i o n  o f  t h e  c a r r i e r ’s a d m i n i s t r a t i v e  e x p e n s e s ,

S M A L L  B U S I N E S S  M A R K E T  R E F O R M

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

s y s t e m -  S B  4 0  i s  a  v o l u n t a r y  h e a l t h  i n s u r a n c e  p r o g r a m  t o  p r o v i d e  

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

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

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

f o r  s m a l l  b u s i n e s s e s .  S B  4 0  h a s  a p r o v i s i o n  t h a t  s t a t e  m a n d a t e s  d o  

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

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

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

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

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

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



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

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

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

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

b u s i n e s s  o w n e r s  t o  b e  b e t t e r  i n f o r m e d .  T h e  C o n g r e s s i o n a l  B u d g e t  
O f f i c e  b e l i e v e s  t h a t  " g i v i n g  c o n s u m e r s  t h e  i n f o r m a t i o n  t h e y  n e e d  t o  

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

e f f e c t i v e n e s s  o f  c a r e . "

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

N F I B / A l a s k a  h a s  a n d  w i l l  c o n t i n u e  t o  s u p p o r t  t h i s  a n d  o t h e r  

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

i n s u r a n c e  m o r e  a v a i l a b l e  a n d  a f f o r d a b l e  f o r  s m a l 1 b u s i n e s s e s .



Alaska State Legislature
During Session; 

P.O. Box V 
Juneau, Alaska 99811 

(907) <165499J

Senator Drue Pearce
D is tr ic t  G

Senate Dill 40

Small E m p l o y e r  H ealth I n s u ra nce R e f o r m

SB-40 p r o m o t e s  the a v a i l a b i l i t y  of h e a l t h  insu rance c o v er age for 
small e m p l o y e r s  and reforms the small e m p l o y e r  h e a l t h  insurance 
market. W i t h o u t  r e q u i r i n g  addit i o n a l  stat e expenditures, it 
p r o v i d e s :

* G u a r a n t e e d  A v a i l a b i l i t y  - All small e m p l o y e r  groups w o u l d  be 
able to o b t a i n  p r i v a t e  h ealth i n s u r a n c e  r e g a r d l e s s  of the 
h e a l t h  r i s k  t h e y  r e p r e s e n t  (see Sec. 21.56.140(a)).

* C o v e r a g e  of W h o l e  G r oups  - C o v e r a g e  must be a v a i l a b l e  to 
e n t i r e  groups. N e i t h e r  an e m p l o y e r  nor an insurer could 
e x c l u d e  i n div iduals h a v i n g  high m e d i c a l  r'sks from the 
g r o u p ' s  c o v e r a g e  (see Sec. 21.56.150(6)).

* R e n e w a b i l i t y  of C o v e r a g e  - Once a p e r s o n  is c o v ered and has 
s a t i s f i e d  a p l an's p r e e x i s t i n g  c o n d i t i o n  r equirements, he or 
she w o u l d  not h a v e  to m e e t  those r e q u i r e m e n t s  again w h e n  
c h a n g i n g  jobs or when the e m p loy er changes c a r riers (see 
Sec. 21.56.150(2)).

* P r e m i u m  P r i c i n g  Limits - The bill limits h o w  much insurance 
c o m p a n i e s  could v a r y  t h e i r  rates for g roups s i milar in 
geography, demography, and plan design. It also limits 
i n c r e a s e s  in rates (see Sec. 21.56.120).

Based on model l e g i s l a t i o n  d r a f t e d  by the Na tio n a l  A s s o c i a t i o n  of 
I n s u rance Commissioners, SB-4 0 v/ould i m prove the overall fairness 
and e f f i c i e n c y  of the small employers  h e a l t h  i n s u r ance market.
It enjoys s u p p o r t  from the National F e d e r a t i o n  of I n d e p e n d e n t  
Business, the A l a s k a  State C h a m b e r  of Commerce, the Alas ka State 
Hospital a n d  N u r s i n g  Home Association, and o ther organizations.

3111 C Street, Suite 150 
Anchorage, Alaska 99503 

(907)561 2038



STATE OF ALASKA 
1993 LEGISLATIVE SESSION

FISCAL NOTE
B ILL  NO. SB 40

Revision Date:
Title: Heal.Eh I n s u r a n c e  f o r  Smal l  Employers

Department Affected: Commerce and Economic Development 
BRU : Insurance _________ __________

Sponsor: S e n a t o r s  P e a r c e  a n d  S a l o
Component: Operations

Requestor: COMPONENT SERIAL NO. 354

EXPENDITURES/REVENUES:

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S  LEGISLATIVE OFFICE 
For further I C T h 'Unn in fn rm n tin r >Hfl fW lM M ^ fa H IH lf t t iM a  OfflCQ

Rev 11/92
JB/dglOI3FA.INS DCED POSITION PAPER 

& FISCAL NOTE

OPERATING FY 94 FY 95 FY 96 FY 97 FY 98 FY 99
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 0 0 0 o

REVENUE 
FUND SOURCE: 0 0 C 0 0 0
FUNDING:
1002 Federal Receipts 0 0 0 0 0 0
1003 GF Match 0 0 0 0 0 0
1004 GF 0 0 0 0 0 0
1005 GF:Program Receipts 0 0 0 0 0 0
1006 GF/MHTIA 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0
POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year (FY  93) impact: 0
ANALYSIS: (Attach a separate page if necessary.)

No f i s c a l  impact •

Prepared by: Joan Brown. Administrative Officer Phone: 465-2597
Division: Insurance Date: March L. L993

Approved by Commissioner: Paul Fuhs
Aqency: Commerce and Economic Development 7/ Date: 3 - 1.7  7 1

Page J  of 1



/ 
PO

SI
TI

O
N

A  . J  v

V

SB 40: "An Act re la tin g  to h ea lth  in su rance for sm all employers
and  prov id ing for an  effective date."

-V>

‘P r. '  !

J
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 the 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 of insurance cannot be a member of the reinsurance 
board and be a regulatory 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.

Date
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BELL ANALYSIS - SB 40

"An Act relating to health insurance for small employers and providing for an 
effective date."

#

Sec. 1. PURPOSE. /

The bill provides health insurance to small employers without coat shifting, 
adverse selection and limits the use of preexisting condition exclusions.

AS 21.36.025 UNFAIR MARKETING PRACTICES PROHIBITED.

It ia a violation to violate AS 21.56.180.

AS 21.36.090(d).

This section adds 21.66 to the list of titles that may not permit unfair 
discrimination against a person who provides a service covered under a group 
disability policy. ■

AS 21.38.090(d).

This is a repeat of Sec. 3.

Sec. 21.56.010. CREATION MEMBERSHIP. '
i

This section creates a nonprofit legal entity known as Small Employer Health 
Reinsurance Association (SEHRA) and consists of all insurers licensed to 
transact health insurance in the state. Participation is mandatory as a 
condition for transacting health insurance in the state.

Sec. 21.56.020. BOARD OF DIRECTORS: ORGANIZATION.

(a) The board of directors of the association consists of nine 
individuals subject to approval by the director. The director shall endeavor to 
appoint a t least six board members who are also small employer insurers.

(b) One board member shall represent a health maintenance 
organization, one board member ahall represent a hospital or medical service 
corporation, one board member's principal health insurance business shall be 
in the small employer market, and one board member’s principal health 
insurance business shall be in the large employer market.

KS/dgl017BA.ENS Page 1



(c) A member of the board serves for a term of three years and may­
be reappointed to an unlimited number of terms.

Sec. 21.56.030. GENERAL POWERS.

(1) exercise the powers granted to insurers under the Jaw3 of
the state;

I
(2) sue or be sued;

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

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

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

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

(7) establish rules, conditions, and procedur es pertaining to the 
reinsurance of members’ risks by the association;

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

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

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

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

KS/dgl017BA.INS Page 2



Sec. 21,56.040. PLA N OF OPERATION.

The director may, after notice and hearing, approve the plan of operation that 
should include but not be limited to;

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

/
i

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

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

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

(6) provisions necessary or proper for the execution of the 
powers and duties of the association.

Sec. 21.56.050. H EA LTH  CARE REINSURANCE.

This section establishes the procedures, premiums and assessment 
mechanisms for the reinsurance association to follow. All plans of 
implementation are subject to director approval and contain time guideline 
before the director may act. ^

Sec. 21.56.060. H EA LTH  B E N E FIT  PLAN COMMITTEE. ,

This 3ection establishes the members who will recommend benefit levels, cost 
sharing levels, exclusion and limitations for the basic and standard health 
benefit plan. The plan may contain cost containment features. The members 
are as follows:

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

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

and
(4) , one member who represents health care providers; and
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(5) one member who represents agents or brokers.

Sec. 21.56.070. REQUIRED REPORT.

The board ahall study and report at least once every two years to the director 
and to the legislature on the effectiveness of this chapter. The report must 
analyze the effectiveness of the chapter in promoting rate stability, product 
availability, and coverage affordability.

Sec. 21.56.080. ADMINISTRATIVE PROCEDURE ACT.

The association is exempt from AS 44.62 (Administrative Procedure Act).
Sec. 21.56.090. TAX EXEMPTION.

The association ia exempt from the payment of fees and taxes levied by the 
state or any of its political subdivisions except taxes levied on real or personal 
property.

Sec. 21.o6.10Q. LIMITATION OF LIABILITY.

A member cf the association is not liable for civil damages resulting from an 
act or omission of the member on behalf of the association unless the member 
acts with gross negligence or intentional misconduct.

Sec. 21.56.110. APPLICABILITY. '

Sets the conditions that must be met for the individual or group health benefit 
plan to apply. Other provisions of law requiring coverage or benefits do not 
apply to these plans unless stated in this chapter.

Sec. 21.56.120. PREMIUM RATE RESTRICTION'S DISCLOSURES; REPORTS: 
CONFIDENTIALITY.

This section establishes the premium basis that small employer insurers may 
charge. They include maximums by percentage. Underwriting characteristics 
are established and disclosure is required by the insurer giving coverage. 
Information and specific groups or employers, employees filed with the director 
will be held in confidence.

Sec. 21.66.130. RENEWABILITY OF COVERAGE.
(a) A health benefit plan subject to this chapter shall be ronewable
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at the option of the amall employer, except for nonpayment of the required 
premiums; fraud or misrepresentation of the small employer or, with respect 
to coverage of individual insureds, the insureds or their 
representatives; noncompliance with the minimum participation or employer 
contribution requirements; repeated misuse of a provider network provision.

The director may find that the continuation of the coverage would 
not be in the best interests of the policyholders or certificate holders; or impair 
the insurer’s ability to meet its contractual obligations than it may not be 
renewed.

(b) A small employer insurer that electa not to renew a health benefit 
plan for any reason and pulls out of the market may not write new business 
in the small employer market in this state for a period of five years from the 
date cf notice to the director.

(c) If a amall employer insurer is doing business in only one 
established geographic service area of the state, the provisions in this section 
apply only to the insurer’s operation in that established sendee area.

Sec. 21.56.140. REQUIRED OFFER OF COVERAGE.

(a) A small employer insurer ahall, as a condition of transacting 
business in this state with small employers, offer to small employers at least 
two health benefit plans.

(b) A small employer insurer shall file basic health benefit pians and 
the standard health benefit plans to be used by the insurer.

(c) The director at any time may disapprove the continued use by the 
small employer insurer of a basic or standard health benefit plan if the plan 
does not meet the requirements of this chapter.

Sec. 21.56.150. REQUIRED HEALTH BENEFIT PRO VISION.

This section establishes mandatory benefits if a plan is to be considered under 
tnis chapter. It also establishes guidelines for preexisting condition clauses to 
be used in plan coverage.

Sec. 21.56.160. EXEMPTION FROM REQUIRED OFFER OF COVERAGE.
This section establishes exemptions for small employer insurers which include 
but are not limited to geographical area, authorization of certificate of 
authority, and financial conditions.
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Sec. 21.56.170. CONDITIONS FOR CEASING TO DO BUSINESS,
A email employer insurer, welfare arrangement may cease doing business in 
the state but must notify policy/contract holder and cannot participate in the 
small employer market for five years.

Sec. 21.56.180. FAIR MARKETING STANDARDS.
/ '

Establishing standards of how the standard and basic health plan, is to be 
marketed. Puts limitations on compensation to agents, brokers, MGA, TPA 
involved in marketing the plan.

Sec. 21.56.250. DEFINITIONS.

Defines various terms used in the legislation.

Sec. 6. 21.86.260(a).

This title does not apply to health maintenance organization unless stipulated 
in th is chapter.

Sec. 7 1_ 2 . 1 , a 6 J g & f l ) ,

Same as above but add medical service corporation or hospital corporation 
licensed under 21.87 or 21.09.

Sec. 1. 21.87.340. ’
»

List other provisions applicable to this chapter.

Sec. 9.. 21,87.340.

Same aa above.

Sec. 10. PREMIUM RATE RESTRICTION.

This establishes guidelines for premium calculation/administration if a plan is 
w ritten by an insurer prior to July 1, 1998.

asgU L ..Tr a n s it io n ,
«

Establishes guidelines for implementation and effective dates for tho plan and 
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Sec. 14
Except as provided in section 13 of this Act, this Act takes effect July 1, 1993.
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LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
(907) ■165-3867 or 465-2450 
FAX (907) 465-202 /
Mail Slop 3101

130 Seward Street, Suite 409 
Juneau, Alaska 99S01-2105

M E M O R A N D U M February 6, 1993

SUBJECT: Small employer health insurance (SB 40)

TO: Senator Drue Pearce

FROM: Michael F. Ford / / - i f  
Legislative Counsel

/

" Tie fol'owing is a section by section analysis of SB 40:

Section 1 - Findings.

Section 2 - Makes a violation of insurance marketing practices under AS 21.56.180 
an unfair trade practice.

Section 3 - Establishes the provisions of AS 21.56 as an exception to the requirement 
that an insurer may not discriminate between health care providers.

Section 4 - Sunset section that repeals changes in sec. 3.

Section 5 -

Sec. 21.56.010 - Establishes the Small Employer Health Reinsurance Association and 
requires certain insurers to be members.

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

Sec. 21.56.030 - Establishes the general powers of the association.

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

Sec. 21.56.050 - Establishes specific provisions that apply to reinsurance provided by 
a member to employees or dependents of employees of a small employer. Imposes
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certain restrictions on reinsurance of group plans other than small employer health 
benefit plans and establishes limits for premiums charged for reinsured coverage and 
for coverage provided by a health maintenance organization. Provides for m ember 
assessments, by the admv.istering insurer.

Sec. 21.56.060 - Establishes the health benefit plan committee. Requires the 
committee to design a basic and a standard health benefit plan.

Sec. 21.56.070 - Requires the board to report on the effectiveness of the chapter.

Sec. 21.56.080 - Exempts the association from the Administrative Procedure Act.

Se 21.56,090 - Exempts the association from payment of taxes, except for real or 
personal property taxes.

Sec. 21.56.100 - Provides immunity from civil actions filed against a m ember of the 
association for a negligent act on behalf of the association.

Sec. 21.56.110 - Establishes when an individual or group health benefit plan is subject 
to AS 21.56 and provides that other laws requiring coverage, reimbursement, 
utilization, or consideration of a specific health care provider do not apply to a health 
benefit plan provided to a small employer. Exempts a health benefit plan offered to 
a small employer from certain restrictions contained in other laws.

Sec. 21.56.120 - Establishes underwriting and rating requirements applicable to health 
benefits plans covering small employers.

Sec. 21.56.130 - Establishes when a health benefit plan is required to be renewed.

Sec. 21.56.140 - Requires a guaranteed issue insurer to offer at least two small 
employer health benefit plans and that the plans provide certain coverage. Allows 
a guaranteed issue insurer to reinsure, make special premium arrangements, or 
appeal unfair administrative or credit risk.

Sec. 21.56.150 - Establishes certain provisions that must be included in a health 
benefit plan.

Sec. 21.56.160 - Exempts certain small employer insurers from being required to offer 
health insurance coverage.

Sec. 21.56.170 - Establishes certain conditions that must be met before an insurer or 
welfare arrangem ent may cease doing business in the small employer market.

Sec. 21.56.180 - Establishes fair marketing requirements for health benefit plans.
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Sec. 21.56.250 - Definitions.

Section 6 - Provides that a health maintenance organization is subject to the small 
employer health insurance provisions contained in AS 21.56.

Section 7 - Sunset provision that repeals changes in sec. 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 - Sunset provision that repeals changes in sec. 8.

Section 10 - Provision that allows premium rates to exceed the limits under 
21.56.120(a) for a period of three years. Establishes limits on the percentage increase 
in premium rates.

Section 11 - Transition section. Requires the small employer Health Reinsurance 
Association to submit a health insurance plan to the Director of the Division of 
Insurance.

Section 12 - Sunset repeal provisions.

Sections 13 & 14 - Effective dates.
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